


MONTEAGLE FUNDS
NOTES TO FINANCIAL STATEMENTS (Continued)

4. SECURITIES TRANSACTIONS

During the six months ended February 28, 2009, cost of purchases and proceeds from sales
and maturities of investment securities, excluding short-term investments and U.S. government
securities, were as follows:

Informed
Fixed Quality  Large Cap Select Investor
Income Growth Growth Value Value Growth
Fund Fund Fund Fund Fund Fund
Purchases of
investment securities $ 1,974,709 $ 2,034,148 $ 6,125,921 $ 1578873 $ — $119,267,060
Proceeds from sales of
investment securities $ 2,350,500 $ 1,913,719 $ 7,680481 $ 1,169,059 $ — $122,771,792
5. TAX MATTERS

It is each 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 a Fund so qualifies and distributes at least 90% of its taxable income, such Fund (but
not the shareholders) will be relieved of federal income tax on the income distributed. Accordingly,
no provision for income taxes has been made.

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

The following information is computed on a tax basis for each item as of February 28, 2009:

Informed
Fixed Quality  Large Cap Select Investor
Income Growth Growth Value Value Growth
Fund Fund Fund Fund Fund Fund
Accumulated
ordinary income $ 79 % 20323 18279 $ 32,691 § 52413 § —
Capital loss
carryforwards (1,482,725)  (2,724,059) (4,812,876) — — —
Post-October losses — (217,829)  (261,358) (208,268) (655,690)  (1,282,654)
Other gains (losses) (260,362) (978,333)  (4,766,792) 25,538 45,194 646,557
Net unrealized
appreciation
(depreciation) 490,059  (3495,579) (1,883,860) (6,011,794) (2,493,731)  (273,465)

Accumulated deficit $(1,252,949) $ (7,395477) $(11,706,607) $ (6,161,833) $ (3,051,814) $ (909,562)
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As of August 31, 2008, the following Funds had the following capital loss carryforwards for federal
income tax purposes. These capital loss carryforwards may be utilized in the current and future
years to offset net realized capital gains, if any, prior to distributing such gains to shareholders.

Amount Expiration Date
Fixed Income Fund $ 367,674 2009
100,359 2010
698,715 2012
86,568 2013
168,181 2015
61,228 2016
$ 1,482,725
Quality Growth Fund $ 234,908 2009
1,658,403 2010
471,453 2011
296,216 2012
63,079 2016
$ 2,724,059
Large Cap Growth Fund $ 2,182,811 2011
2,165,647 2012
309,209 2013
155,209 2014
$ 4,812,876

In addition, Quality Growth Fund, Large Cap Growth Fund, Select Value Fund, Value Fund and
Informed Investor Growth Fund had realized capital losses of $217,829, $261,358, $208,268,
$655,690 and $1,282,654, respectively, during the period November 1, 2007 through August 31,
2008, which are treated for federal income tax purposes as arising during the Funds’ tax year
ending August 31, 2009. These “post-October losses” may be utilized in the current and future
years to offset net realized capital gains prior to distributing such gains to shareholders.
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The following information is based upon the federal income tax cost of the investment securities
as of February 28, 2009:

Informed
Fixed Quality  Large Cap Select Investor
Income Growth Growth Value Value Growth
Fund Fund Fund Fund Fund Fund
Federal tax cost $31,929,322  § 11,986,750 $15,293,725 $12,149,303 $ 12,852,474 $ 6,559,967
Gross unrealized
appreciation $ 850,156 $ 203863 $ 598,776 $ 5769 $ 1279879 $ —
Gross unrealized
depreciation (360,097)  (3,699.442) (2482,636) (6,017,563) (3,773,610)  (273,465)
Net unrealized
appreciation
(depreciation) $ 490,059 $ (3,495,579) $ (1,883,860) $ (6,011,794) $ (2,493,731) $  (273,465)

The difference between the federal income tax cost of portfolio investments and the financial
statement cost for Quality Growth Fund and Informed Investor Growth Fund is due to certain
timing differences in the recognition of capital losses under income tax regulations and accounting
principles generally accepted in the United States of America. These “book/tax” differences are
temporary in nature and are due to the tax deferral of losses on wash sales.

FASB Interpretation No. 48 (“FIN 48”), “Accounting for Uncertainty in Income Taxes,” a
clarification of FASB No. 109 “Accounting for Income Taxes,” establishes financial reporting
rules regarding recognition and measurement of tax positions taken or expected to be taken on a
tax return. FIN 48 was applied to all open tax years as of the February 29, 2008 effective date. The
adoption of FIN 48 had no impact on the Funds’ net assets or results of operations.

As of and during the six months ended February 28, 2009, the Funds did not have a liability
for any unrecognized tax benefits. The Funds recognize interest and penalties, if any, related to
unrecognized tax benefits as income tax expense in the Statements of Operations. Additionally,
during the six months February 28, 2009, the Funds did not incur any interest or penalties.
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6. CONTROL OWNERSHIP

The beneficial ownership, either directly or indirectly, of more than 25% of the voting securities
of a Fund creates presumption of control of the Fund under Section 2(a)(9) of the Investment
Company Act of 1940. As of February 28, 2009, the following shareholders owned of record the
following percentages of the outstanding shares of each Fund:

Percent Owned as of

Shareholder February 28, 2009
Fixed Income Fund Farmers and Merchant Corp. 60%
Hubco Regions Financial Corp. 36%
Quality Growth Fund Charles Schwab & Co., Inc. 53%
Hubco Regions Financial Corp. 36%
Large Cap Growth Fund Farmers and Merchant Corp. 97%
Select Value Fund Hubco Regions Financial Corp. 85%
Value Fund Farmers and Merchant Corp. 89%
Informed Investor Growth Fund ~ Farmers and Merchant Corp. 62%
Louis S. and Alexandra F. Wells 37%

7. CONTINGENCIES AND COMMITMENTS

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

8. SECTOR RISK

When the Funds emphasize one or more economic sectors, they may be more susceptible to the
financial, market, or economic events affecting the particular issuers and industries in which they
invest than funds that do not emphasize particular sectors. The more a Fund diversifies, the more
it spreads risk and potentially reduces the risks of loss and volatility.
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MONTEAGLE FUNDS
OTHER INFORMATION (Unaudited)

Proxy Policies — The Trust has adopted Proxy Voting Polices and Procedures under which the
Funds vote proxies related to securities held by the Funds. A description of the Funds’ policies and
procedures is available without charge, upon request, by calling the Funds toll free at 1-888-263-
5593, or on the SEC website at http://www.sec.gov.

In addition, the Funds are required to file Form N-PX, with their complete voting record for the
12 months ended June 30th, no later than August 31st of each year. The Funds’ Form N-PX is
available without charge, upon request, by calling the Funds toll free at 1-888-263-5593, or on the
SEC’s website at http://www.sec.gov.

N-Q Filing — The SEC has adopted the requirement that all mutual funds file a complete schedule
of investments with the SEC for their first and third fiscal quarters on Form N-Q. For the Monteagle
Funds, this would be for the fiscal quarters ending November 30 and May 31, respectively. The
Form N-Q filing must be made within 60 days of the end of the quarter. The Funds’ Forms N-Q
are available on the SEC’s website at http://www.sec.gov., or they may be reviewed and copied at
the SEC’s Public Reference Room in Washington, DC (call 1-800-732-0330 for information on the
operation of the Public Reference Room).
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MONTEAGLE FUNDS
ABOUT YOUR FUNDS’ EXPENSES (Unaudited)

We believe it is important for you to understand the impact of costs on your investment. As a
shareholder of the Funds, you incur two types of costs: (1) transaction costs and (2) ongoing costs,
including management fees and other Fund expenses. The following examples are intended to
help you understand your ongoing costs (in dollars) of investing in the Funds 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 expenses in the tables below are based on an investment of
$1,000 made at the beginning of the most recent semi-annual period (September 1, 2008) and held
until the end of the period (February 28, 2009).

The tables that follow illustrate each 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 each 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 Funds. 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 Funds under the
heading “Expenses Paid During Period.”

Hypothetical 5% return — This section is intended to help you compare the Funds’ costs with those
of other mutual funds. It assumes that each 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 Funds’ actual returns, 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. You can assess each 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 Funds do not charge 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.
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ABOUT YOUR FUNDS’ EXPENSES (Unaudited) (Continued)

More information about the Funds’ expenses, including historical annual expense ratios, can be
found in this report. For additional information on operating expenses and other shareholder costs,
please refer to each Fund’s Prospectus.

Fixed Income Fund

Beginning Ending
Account Value Account Value Expenses Paid
September 1, 2008 February 28,2009  During Period*
Based on Actual Fund Return $ 1,000.00 $1,023.50 $ 512
Based on Hypothetical 5% Return
(before expenses) $ 1,000.00 $1,019.74 $ 5.1

* Expenses are equal to Fixed Income Fund’s annualized expense ratio of 1.02% for the period, multiplied by
the average account value over the period, multiplied by 181/365 (to reflect the one-half year period).

Quality Growth Fund
Beginning Ending
Account Value Account Value Expenses Paid
September 1, 2008 February 28,2009  During Period*
Based on Actual Fund Return $ 1,000.00 $ 607.60 $ 514
Based on Hypothetical 5% Return
(before expenses) $ 1,000.00 $1,018.40 $ 646

* Expenses are equal to Quality Growth Fund’s annualized expense ratio of 1.29% for the period, multiplied
by the average account value over the period, multiplied by 181/365 (to reflect the one-half year period).

Large Cap Growth Fund
Beginning Ending
Account Value Account Value Expenses Paid
September 1, 2008 February 28,2009  During Period*
Based on Actual Fund Return $ 1,000.00 $ 603.50 $ 5.05
Based on Hypothetical 5% Return
(before expenses) $ 1,000.00 $1,018.50 $ 636

* Expenses are equal to Large Cap Growth Fund’s annualized expense ratio of 1.27% for the period, multiplied
by the average account value over the period, multiplied by 181/365 (to reflect the one-half year period).
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Select Value Fund
Beginning Ending
Account Value Account Value Expenses Paid
September 1, 2008 February 28,2009  During Period*
Based on Actual Fund Return $ 1,000.00 $ 536.20 $ 499
Based on Hypothetical 5% Return
(before expenses) $ 1,000.00 $1,018.30 $ 656

* Expenses are equal to Select Value Fund’s annualized expense ratio of 1.31% for the period, multiplied by
the average account value over the period, multiplied by 181/365 (to reflect the one-half year period).

Value Fund
Beginning Ending
Account Value Account Value Expenses Paid
September 1, 2008 February 28, 2009 During Period*
Based on Actual Fund Return $ 1,000.00 $ 547.20 $ 4091
Based on Hypothetical 5% Return
(before expenses) $ 1,000.00 $1,01845 $ 641

* Expenses are equal to Value Fund’s annualized expense ratio of 1.28% for the period, multiplied by the
average account value over the period, multiplied by 181/365 (to reflect the one-half year period).

Informed Investor Growth Fund

Beginning Ending
Account Value Account Value Expenses Paid
September 1, 2008 February 28,2009  During Period*
Based on Actual Fund Return $ 1,000.00 $ 966.00 $ 624
Based on Hypothetical 5% Return
(before expenses) $ 1,000.00 $1,01845 $ 641

* Expenses are equal to Informed Investor Growth Fund’s annualized expense ratio of 1.28% for the period,
multiplied by the average account value over the period, multiplied by 181/365 (to reflect the one-half year
period).

52



MONTEAGLE FUNDS
BOARD APPROVAL OF MANAGEMENT AGREEMENT FOR THE FUNDS (Unaudited)

At a Special Meeting of Shareholders on April 17, 2009, Shareholders of the Quality Growth
Fund and the Select Value Fund (individually, a “Fund” and collectively, the “Funds”) approved
a new Management Agreement between the Trust and Nashville Capital Corporation (the “New
Management Agreement”). Proxy materials were prepared after the Board of Trustees’ (the
“Board”) consideration of data concerning Nashville Capital Corporation (the “Adviser”).

The Board met and evaluated the New Management Agreement on February 23, 2009. In
connection with the February 23, 2009 meeting, the Independent Trustees requested and evaluated
information they deemed reasonably necessary to their review process during a meeting on
January 30, 2009. The Board received information describing the services to be provided by the
Adviser, including information about (i) the nature, extent and quality of services to be provided
by the Adviser; (ii) the investment performance of the Quality Growth Fund and the Select Value
Funds measured against appropriate benchmarks; and (iii) general information about the Adviser.
The Independent Trustees met in executive session and were advised by experienced independent
counsel throughout their deliberations. At its meeting, the Board considered:

Nature, Extent and Quality of Services. The Board reviewed the functions performed by Nashville
Capital Corporation and its personnel and the Adviser’s investment and compliance oversight
process. The Board also considered information concerning the Adviser’s financial condition and
the quality of services provided — including their review and coordination with and of sub-advisers
of each applicable Fund. A representative of the Adviser was present at the Board meeting to
discuss operations and performance. The Board also reviewed information on the performance
of the Quality Growth Fund and the Select Value Fund, along with the performance information
of a relevant securities index and a group of peer funds. The Board noted Nashville Capital
Corporation’s ability to monitor the performance of the Funds under its management agreement
with the Trust; and to assist the subadvisors with evaluating and enhancing the performance of
those Funds. Based on the information provided and the Board’s previous experience with the
Nashville Capital Corporation, the Board concluded that the nature and extent of the services
provided and to be provided by the Adviser was appropriate and that the quality was good.

Fees and Expenses. The Board of Trustees considered the management fee rates proposed under
the New Management Agreement. The Board noted that the fee rates of the New Management
Agreement are identical to the fee rates under the current Management Agreement; that the
Agreements have a “universal fee” structure under which the Advisers receive a higher fee in
exchange for the Advisers’ agreement to pay all Trust/Fund expenses not excepted out — that is, to be
paid by the Trust/Funds, under the Agreement; that the proposed amendment adds to the expenses
to be paid by the Trust/Funds; and that the added expenses to be paid by the Trust/Funds are items
typically under the exclusive discretion of the Board. The Board reviewed the total expense ratios
for the Quality Growth Fund and Select Value Fund in relation to those of comparable funds. The
Board also reviewed information associated with the Trustee Expenses and CCO fees which is
the same under the Current Management Agreement and proposed New Management Agreement.
The Board noted that the “universal fee” currently charged by Parkway Advisors, LP would not
change with Nashville Capital Corporation and was competitive with the average for similar funds.
The Board concluded that the management fee (including excepted expenses) was reasonable and
appropriate in amount given the quality of services previously provided and currently proposed.
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Profitability. The Board considered information regarding the costs of services provided
and profitability of the Adviser with respect to its fees received under the New Management
Agreement. The Board concluded that the profits expected by Nashville Capital Corporation were
not unreasonable.

Economies of Scale. As part of its review of the New Management Agreement, the Board
considered whether there will be economies of scale with respect to the management of the Funds
by one Adviser and whether each Fund will benefit from any economies of scale. The Board noted
the presence of breakpoints in the management fees that will provide shareholders with the benefit
of lower expenses at higher asset levels. The Board concluded that, given the nature and size of the
Fund and the costs of the Adviser in providing services, the management fee reflects an appropriate
level of sharing of any economies of scale.

Other Benefits to the Advisers. The Board noted that Nashville Capital Corporation indicated
that it does not believe it will receive any fall-out benefits as a result of its relationship with the
Quality Growth Fund and the Select Value Fund. The Board also considered that Nashville Capital
Corporation does not expect nor does it have any soft-dollar arrangements associated with the
Funds.

Based upon these considerations, the Board, including all of the Independent Trustees voting
separately, concluded that that the terms of the Mew Management Agreement are fair and
reasonable and that approval of the New Management Agreement is in the best interests of the
Funds and their shareholders; that the services to be performed under the New Management
Agreement are services required for the operation of the Funds; that the Adviser has provided
satisfactory advisory services in the past; and that the fees for the advisory services which the
Adviser will perform were within the range of what would have been negotiated at arm’s length in
light of the circumstances.
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BOARD APPROVAL OF INVESTMENT SUBADVISORY AGREEMENT FOR THE MONTEAGLE FIXED
INCOME FUND (Unaudited)

On October 17, 2008, the Board of Trustees (the “Board”) of the Monteagle Funds (the “Trust”)
met and evaluated the Subadvisory Agreement between the Trust, Nashville Capital Corporation
(the “Adviser”) and Howe & Rusling, Inc. (“H&R”) with respect to the Monteagle Fixed Income
Fund (the “Fixed Income Fund”). The Independent Trustees requested and evaluated information
they deemed reasonably necessary to their review process. The Board received information
describing the services to be provided by H&R, including information about (i) the nature, extent
and quality of services to be provided by H&R; (ii) the investment performance of the Fixed
Income Fund measured against appropriate benchmarks; and (iii) general information about H&R.
The Independent Trustees met in executive session and were advised by experienced independent
counsel throughout their deliberations. At its meeting, the Board considered:

Nature, Extent and Quality of Services. The Board reviewed the functions performed by H&R, the
portfolio management team and support staff of H&R. The Board reviewed H&R’s investment
strategy and process for the Fixed Income Fund, H&R’s financial condition and considered the
quality of services provided. The Board also reviewed information on the performance of the
Fixed Income Fund and the performance of its benchmark index and a group of peer funds. The
comparison revealed that the Fixed Income Fund has been managed with a long-term perspective
and has been strictly managed within stated objectives and limitations to maintain the desired
style; that H&R’s short and long-term performance was generally better than the group of peer
funds; and that, while the performance of the strategy has typically not led to performance better
than the Fund’s benchmark index, H&R’s long-term performance was in-line when taking the
Fixed Income Fund’s investment restrictions and higher quality portfolio into account. Based on
the information provided and the Board’s previous experience with H&R, the Board concluded
that the nature and extent of the services provided and to be provided by H&R were appropriate
and that the quality of the services was acceptable.

Fees. The Board considered the subadvisory fee rates under the Subadvisory Agreement and noted
that the fee rates have not changed. The Board concluded that the subadvisory fee was reasonable
and appropriate in amount given the quality of services provided.

Profitability. The Board considered the profitability information provided by H&R with respect
to its fees received under the Subadvisory Agreement. The Board considered that the subadvisory
fee rates were negotiated at arm’s length between Nashville Capital and H&R, and that H&R
is paid by Nashville Capital. The Board concluded that the profits realized by H&R were not
unreasonable.

Economies of Scale. The Board considered the extent to which economies of scale have been
realized as the Fixed Income Fund’s assets have grown and whether subadvisory fee levels reflect
those economies of scale for the benefit of the Fund’s investors. Following further discussion of
the Fixed Income Fund’s asset levels, expectations for growth and fee levels, the Board of Trustees
determined that the Fund’s fee arrangements, in light of all the facts and circumstances, were fair
and reasonable in relation to the nature and quality of the services provided by the H&R.

Other Benefits to H&R. The Board noted that H&R has indicated that H&R does not enjoy “fall-
out” benefits as a result of its relationship with the Fixed Income Fund.
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Based upon these considerations, the Board, including all of the Independent Trustees voting
separately, concluded that that the terms of the Subadvisory Agreement were fair and reasonable
and that approval of the Agreement for an additional annual period was in the best interests of the
Fixed Income Fund and its shareholders; that the services to be performed under the Subadvisory
Agreement were services required for the operation of the Fixed Income Fund; that H&R has
provided satisfactory advisory services to the Fixed Income Fund in the past; and that the fees for
the advisory services which H&R will perform were within the range of what would have been
negotiated at arm’s length in light of the circumstances.
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BOARD APPROVAL OF INVESTMENT SUBADVISORY AGREEMENT FOR THE QUALITY GROWTH
FUND (Unaudited)

At a Special Meeting of Shareholders on April 17, 2009, Shareholders of the Quality Growth
Fund (the “Fund”) approved a new Subadvisory Agreement between the Trust, Nashville Capital
Corporation (the “New Adviser”) and Davis Hamilton Jackson & Associates, L.P. (the “Subadviser”)
with respect to the Fund (the “New Subadvisory Agreement”). Proxy materials were prepared
after the Board of Trustees’ (the “Board”) consideration of data concerning the Subadviser.

The Board met and evaluated the New Sub-advisory Agreement on February 23, 2009. Prior
to the February 23, 2009 meeting, the Board, including the Independent Trustees, reviewed and
evaluated materials received in connection with a Subadvisory Agreement by and among the Trust,
Parkway Advisors, LP and the Subadviser, dated October 19, 2007 (the “Original Subadvisory
Agreement”), as well as updated information and performance reports. The Independent Trustees
previously received a memorandum from counsel to the Independent Trustees describing their
duties in connection with contract approvals. The Independent Trustees requested and evaluated
information they deemed reasonably necessary as part of the review process. After reviewing all
of the information and considering all prior dealings with the Subadviser, the Independent Trustees
recommended approval of the New Subadvisory Agreement to the full Board.

As aresult of the process described above, the Board discussed information describing the services
to be provided by the Subadviser, including information about (i) the nature, extent and quality of
services to be provided by the Subadviser; (ii) the proposed subadvisory fee rates relative to a peer
group; (iii) the investment performance of the Fund measured against appropriate benchmarks;
and (iv) general information about the Subadviser. The Independent Trustees were advised
by experienced independent counsel throughout their deliberations. At its meeting, the Board
considered:

Nature, Extent and Quality of Services. The Board discussed the functions performed by the
Subadviser, the portfolio management team and support staff of the Subadviser and the Subadviser’s
investment strategy and process for the Fund, the Subadviser’s financial condition, and considered
the quality of services provided. The Board also reviewed information on the performance of the
Fund, along with the performance information of a relevant securities index and a group of peer
funds; noting that the Subadviser strictly adhered to the style designated for the Fund, that its
performance in the recent market turmoil was ahead of many of its peers. Based on the information
provided and the Board’s previous experience with the Subadviser, the Board concluded that the
nature and extent of the services provided and to be provided by the Subadviser were appropriate
and that the quality was good.

Fees. The Board considered the subadvisory fee rates proposed under the New Subadvisory
Agreement. The Board noted that the fee rates under the New Subadvisory Agreement are identical
to the fee rates under the Original Subadvisory Agreement. The Board noted that the fee charged
by the Subadviser for the Fund was competitive and below the average for similar funds. The
Board concluded that the subadvisory fee was reasonable and appropriate in amount given the
services provided.
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FUND (Unaudited) (Continued)

Profitability. The Board discussed the profitability information previously provided by the
Subadviser with respect to its fees received under the Original Subadvisory Agreement. The
Board considered that the subadvisory fee rates were negotiated at arm’s length between the New
Adviser and the Subadviser, and that the Subadviser would be paid by the New Adviser. The
Board concluded that the profits realized by the Subadviser were not unreasonable.

Economies of Scale. As part of its review of the New Subadvisory Agreement, the Board considered
whether there will be economies of scale with respect to the management of the Fund and whether
the Fund will benefit from any economies of scale. The Board noted that the Subadviser has
represented that economies of scale might be realized as a result of asset growth. The Board noted
the presence of breakpoints in the management fees that will provide shareholders with the benefit
of lower expenses at higher asset levels. The Board considered that for the Fund that, given the
nature and size of the Fund and the costs of the Subadviser in providing portfolio management
services, the subadvisory fee reflects an appropriate level of sharing of any economies of scale.

Other Benefits to the Subadviser. The Board noted that the Subadviser has indicated that the
Subadviser does not believe it receives any fall-out benefits as a result of its relationship with the
Fund itself. However, the Board considered that the Subadviser has soft-dollar arrangements on
behalf of its equity portfolios including the Fund.

Based upon these considerations, the Board, including all of the Independent Trustees voting
separately, concluded that that the terms of the New Subadvisory Agreement were fair and
reasonable and that approval of the Agreement was in the best interests of the Fund and its
shareholders; that the services to be performed under the New Subadvisory Agreement were
services required for the operation of the Fund; that the Subadviser has provided satisfactory
advisory services to the Fund in the past; and that the fees for the advisory services which the
Subadviser will perform were within the range of what would have been negotiated at arm’s length
in light of the circumstances.
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BOARD APPROVAL OF INVESTMENT SUBADVISORY AGREEMENT FOR THE SELECT VALUE
FUND (Unaudited)

At a Special Meeting of Shareholders on April 17, 2009, Shareholders of the Select Value Fund
(the “Fund”) approved a new Subadvisory Agreement between the Trust, Nashville Capital
Corporation (the “New Adviser”) and Parkway Advisors, LP (“Parkway”) with respect to the Fund
(the “New Subadvisory Agreement”). Proxy materials were prepared after the Board of Trustees’
(the “Board”) consideration of data concerning Parkway.

The Board met and evaluated the New Sub-advisory Agreement on February 23, 2009. Prior to the
February 23, 2009 meeting, the Board, including the Independent Trustees, reviewed and evaluated
materials received in connection with a Management Agreement by and among the Trust, Nashville
Capital Corporation and Parkway, as amended January 11, 2008 (the “Current Management
Agreement”), as well as updated information and performance reports. The Independent Trustees
previously received a memorandum from counsel to the Independent Trustees describing their
duties in connection with contract approvals. The Independent Trustees requested and evaluated
information they deemed reasonably necessary as part of the review process. After reviewing
all of the information and considering all prior dealings with Parkway, the Independent Trustees
recommended approval of the New Subadvisory Agreement to the full Board.

As aresult of the process described above, the Board discussed information describing the services
to be provided by Parkway, including information about (i) the nature, extent and quality of services
to be provided by Parkway; (ii) the proposed subadvisory fee rates relative to a peer group; (iii) the
investment performance of the Fund measured against appropriate benchmarks; and (iv) general
information about Parkway. The Independent Trustees were advised by experienced independent
counsel throughout their deliberations. At its meeting, the Board considered:

Nature, Extent and Quality of Services. The Board discussed the functions performed by Parkway,
the portfolio management team and support staff of Parkway and Parkway’s investment strategy
and process for the Fund, Parkway’s financial condition, and considered the quality of services
provided. The Board also reviewed information on the performance of the Fund, along with
the performance information of a relevant securities index and a group of peer funds; noting
that Parkway endeavored to strictly adhere to the style designated for the Fund, that the value
style of investing was difficult during the past year, and that its performance in the recent market
turmoil was consistent with the benchmark index and many of its peers. Based on the information
provided and the Board’s previous experience with Parkway, the Board concluded that the nature
and extent of the services provided and to be provided by Parkway were appropriate and that the
quality was good.

Fees. The Board considered the subadvisory fee rates proposed under the New Subadvisory
Agreement. The Board noted that the subadvisory fee rates under the New Subadvisory Agreement
for the Fund were competitive for similar funds. The Board concluded that the subadvisory fee
was reasonable and appropriate in amount given the services provided.

Profitability. The Board discussed the profitability of Parkway with respect to fees received under
the Original Subadvisory Agreement. The Board considered that the subadvisory fee rates were
negotiated at arm’s length between the New Adviser and Parkway, and that Parkway would be paid by
the New Adviser. The Board concluded that the profits realized by Parkway were not unreasonable.
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Economies of Scale. As part of its review of the New Subadvisory Agreement, the Board considered
whether there will be economies of scale with respect to the management of the Fund and whether
the Fund will benefit from any economies of scale. The Board noted that Parkway has represented
that economies of scale might be realized as a result of asset growth. The Board noted the presence
of breakpoints in the management fees that will provide shareholders with the benefit of lower
expenses at higher asset levels. The Board concluded for the Fund that, given the nature and size
of the Fund and the costs of Parkway in providing portfolio management services, the subadvisory
fee reflects an appropriate level of sharing of any economies of scale.

Other Benefits to Parkway. The Board noted that Parkway has indicated that Parkway does
not believe it receives any fall-out benefits as a result of its relationship with the Fund itself.
Additionally, the Board considered that Parkway does not have any soft-dollar arrangements on
behalf of its equity portfolios including the Fund.

Based upon these considerations, the Board, including all of the Independent Trustees voting
separately, concluded that that the terms of the New Subadvisory Agreement were fair and reasonable
and that approval of the Agreement was in the best interests of the Fund and its shareholders; that
the services to be performed under the New Subadvisory Agreement were services required for the
operation of the Fund; that Parkway has provided satisfactory advisory services to the Fund in the
past; and that the fees for the advisory services which Parkway will perform were within the range
of what would have been negotiated at arm’s length in light of the circumstances.

60



This Page Intentionally Left Blank.



AN\

MONTEAGLE FUNDS

THE MONTEAGLE FUNDS

Investment Advisers
Parkway Advisors, L.P.
6550 Directors Parkway

Abilene, Texas 79606

Nashville Capital Corporation
209 10th Ave. South, Suite 332
Nashville, TN 37203

Distributor
Ultimus Fund Distributors, LLC
225 Pictoria Drive, Suite 450
Cincinnati, Ohio 45246

Transfer Agent, Administrator
& Shareholder Servicing Agent
Ultimus Fund Solutions, LLC
225 Pictoria Drive, Suite 450
Cincinnati, Ohio 45246

(888) 263-5593
www.monteaglefunds.com

This report is submitted for the general information the shareholders
of the Funds. It is not authorized for distribution to prospective
investors in the Funds unless preceded or accompanied by a current
prospectus, which includes information regarding the Fund’s
objectives and policies, experience of its management, marketability
of shares, and other information.



