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Manager's Letter

August 2007
Dear Shareholder,

The Pennsylvania Avenue Event-Driven Fund has shown flat performance
for its Investor Class Shares during 2007, whereas the S&P Index total return,
including dividends, was 5.49% over the same period. The Fund did not employ
leverage during the period.

The chart below shows the allocation of assets on December 31st by
investment strategy.

Assets By Investment Strategy

Cash 5%

Proxy fight investments 8%
Distressed Securities 4%

Capital Structure Arbitrage 3%
Liquidations 3%

Merger arbitrage 77%

Credit conditions began to deteriorate in the first half of the year. The fund
continued to deploy the vast majority of its assets in merger arbitrage. During the
second half of the year, the deteriorating credit markets began to take their toll on
mergers. As the vast majority of merger transactions involved leverage in one form
or another, a record number of mergers began to collapse in the second half of the
year. | sought to reduce exposure to pure cash mergers by investing in stock-for-
stock mergers, which are less susceptible to the financing environment. As you
know the Fund had not been involved in over the last few years due to low
anticipated returns. Whereas the fund is long only in cash mergers, the fund holds a
long position in the target firm and a simultaneous short position in the acquirer in
stock-for-stock mergers. Although the fund had over 9% of its assets in long/short
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mergers at the end of the year, this turned out to be insufficient to cushion the Fund
against the deterioration of the credit climate that affected primarily cash mergers.
Although we avoided some of the worst failed mergers (Sallie Mae, Harman, United
Rentals, Radian), the fund still suffered from a number of problematic transactions
(Genesco, PHH, ABX Air) and also from the widening of merger spreads, which
generated unrealized losses. In addition to the well-publicized collapsed of large
buyouts, many smaller transactions also suffered widening spreads as the general
merger environment weakened (Image Entertainment).

For the first time, we engaged in capital structure arbitrage arbitrage, to
date only in one position. The rationale behind this transaction is that the two share
classes issued by the company invest in trade at a spread that is wider than is
justified by their different attributes. By shorting the more expensive class and
purchasing the cheaper class, the Fund will benefit if the spread narrows.
Conversely, a widening of the spread will produce a loss.

As a result of the widening in spreads, the fund had significant unrealized
losses at the end of the year. Under IRS rules for mutual funds, nevertheless we had
to distribute the realized gains of the fund, which led to a large distribution that is
disproportionate to the performance of the NAV. In addition, redemptions intensified
toward the end of the year, so that the remaining shareholders bore the brunt of the
taxable distribution. Unfortunately, shareholders had to experience one of the
unfavorable effects of mutual fund taxation.

| thank all investors for their continued investment in the Fund.
Yours sincerely,
Thomas Kirchner

Please remember that the information contained in this letter is intended for
shareholders of the Pennsylvania Avenue Funds. Opinions expressed by the Portfolio
Manager should not be construed as statements of facts, and do not necessarily
reflect the opinion of all trustees and officers. As the investment environment
changes, so could the opinions of the Portfolio Manager. Nothing herein constitutes
investment advice.
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Value of $10,000 Invested At Inception
Compared To The S&P 500 Total Return Index
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Period Investor Class Aadviser Class (*) S&P 500
One year through o o o
December 31, 2007 (0.03)% (5.52)% 5.49%
Three years through o o o
December 31, 2007 (**) 7.72% 5.65% 8.62%
Since inception (**) 12.89% 11.24% 10.91%

(*) Adviser Class returns reflect 5% sales load.
(**) Annualized

Past performance does not predict future performance. The graph and table do not
reflect the deduction of taxes that you would pay on fund distributions or the
redemption of Fund shares. Investment return and principal value will fluctuate, so
that your shares, when redeemed, may be worth more or less than the original cost.

The total return of the S&P 500 Total Return Index assumes daily reinvestment of
dividends. Because no assets were allocatable to the Adviser Class during the year,
Adviser Class returns are derived from Investor Class returns and adjusted by the

difference in expenses.
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Expense Example

We believe that it is important for you to understand the impact of costs on your
investment. As a shareholder of the Fund, you incur two types of costs: (1) transaction
costs, including sales charges (loads) on purchase payments, reinvested dividends, or
other distributions; redemption fees; and exchange fees; and (2) ongoing costs,
including management fees; distribution (12b-1) fees; and other Fund expenses. This
Example is intended to help you understand your ongoing costs (in dollars) of investing
in the Fund and to compare these costs with the ongoing costs of investing in other
mutual funds.

The Example is based on an investment of $1,000 invested at the beginning of the
period and held for the entire period from July 1, 2007 to December 31, 2007.

The table on the next page illustrates the Fund's costs in two ways:

Actual Expenses

The first line of the table below provides information about actual account values and
actual expenses. You may use the information in this line, together with the amount
you invested, to estimate the expenses that you paid over the period. Simply divide
your account value by $1,000 (for example, an $8,600 account value divided by
$1,000 = 8.6), then multiply the result by the number in the first line under the
heading entitled “Expenses Paid During Period” to estimate the expenses you paid on
your account during this period. If you invest directly in the Fund through an IRA
account, the Fund's IRA custodian charges an annual fee of $8. This fee is not
reflected in the table below. Therefore, your expenses would increase by this amount,
and your ending account value would decrease by the same amount. You should
check with your tax adviser if you can deduct this fee from your taxable income.

Hypothetical Example for Comparison Purposes

The second line of the table below provides information about hypothetical account
values and hypothetical expenses based on the Fund’'s actual expense ratio and an
assumed rate of return of 5% per year before expenses, which is not the Fund’s actual
return. The hypothetical account values and expenses may not be used to estimate
the actual ending account balance or expenses you paid for the period. You may use
this information to compare the ongoing costs of investing in the Fund and other
funds. To do so, compare this 5% hypothetical example with the 5% hypothetical
examples that appear in the shareholder reports of the other funds. If you invest
directly in the Fund through an IRA account, the Fund's IRA custodian charges an
annual fee of $8. This fee is not reflected in the table below. The effect of this
additional fee would increase your expenses by this amount, and your ending account
value would decrease by the same amount.
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Expense Example (continued)

Please note that the expenses shown in the table are meant to highlight your ongoing
costs only and do not reflect any transactional costs, such as sales charges (loads),
redemption fees, or exchange fees. Therefore, the second line of the table is useful in
comparing ongoing costs only, and will not help you determine the relative total costs
of owning different funds. In addition, if these transactional costs were included, your
costs would have been higher.

Pennsylvania Avenue Event-Driven Fund, Investor Class Shares
Expenses Paid During

Beginning Ending Account Period *
Account Value Value December July 1 to December
July 1, 2007 31, 2007 31, 2007
Actual $1,000.00 $999.70 $7.56
Hypothetical (5%
return before $1,000.00 $1,017.64 $7.63
expenses)

* Expenses are equal to the Fund’s Investor Class annualized expense ratio of 1.50%
(after expense reimbursement), multiplied by the average account value over the
period, multiplied by 184/365 (to reflect the one-half year period).

Pennsylvania Avenue Event-Driven Fund, Adviser Class Shares
Beginning Expenses Paid During

Account Value \Z,Iz'é%:gg;%’; Period * July 1to
July 1, 2007 31, 2007  December 31,2007
Actual $1,000.00 $997.20 $8.81
Hypothetical (5%
return before $1,000.00 $1,016.38 $8.89
expenses)

* Expenses are equal to the Fund's annualized Adviser Class expense ratio of 1.75%
(after expense reimbursement), multiplied by the average account value over the
period, multiplied by 184/365 (to reflect the one-half year period).
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Additional Information

Availability of Quarterly Filings of Portfolio Holdings

The Fund files its complete schedule of portfolio holdings with the Commission for the
first and third quarters of each fiscal year on Form N-Q. The Fund's Forms N-Q are
available on the Commission’s website at http://www.sec.gov. The Fund’s Forms N-Q
may be reviewed and copied at the Commission’s Public Reference Room in
Washington, DC, and that information on the operation of the Public Reference Room
may be obtained by calling 1-800-SEC-0330.

Availability of Proxy Voting Policies and Procedures

A description of the policies and procedures that the Fund uses to determine how to
vote proxies relating to portfolio securities is available (i) without charge, upon
request, by calling toll-free 1 (888) 642-6393; (ii) on the Fund's website at
http://www.PAFunds.com; and (iii) on the Commission’s website at
http://www.sec.gov.

Availability of Proxy Voting Record

Information regarding how the Fund voted proxies relating to portfolio securities
during the most recent 12-month period ended June 30, 2007 is available (i) without
charge, upon request, by calliing toll-free 1 (888) 642-6393; or on or through the
Fund’s website at http://www.PAFunds.com; and (ii) on the Commission’s website at
http://www.sec.gov.
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Board of Trustees and Officers

The business and affairs of the Fund are managed under the direction of the Fund'’s
Board of Trustees. Information pertaining to the Trustees of the Fund is set forth
below. The SAl includes additional information about the Fund's Trustees, and is
available without charge, by calling 1-888-642-6393. Each Trustee may be
contacted by writing to the trustee c/0 Pennsylvania Avenue Funds, c/0 Mutual
Shareholder Services, LLC, 8000 Town Centre Drive, Suite 400, Broadview Heights,
Ohio 44147.

In light of the low asset base of the Fund, the Trustees decided to forego their
compensation for board meetings attended until such time that the Board decides
to re-enact this arrangement. As a result, no payments were made to Trustees in the
period through December 31, 2007.

On December 8, 2007, the Board of Trustees voted to renew the advisory contract
with Pennsylvania Avenue Advisers LLC for one year by the unanimous vote of the
non-interested Trustees. In taking this decision, the Trustees considered:

e the return of the Fund, both on absolute terms and in comparison to mutual funds
with similar objectives, which was achieved through the advice and portfolio
management service provided by the Advisor. The board considered short-term and
long-term performance;

¢ the willingness of the Advisor to continue to limit the expense ratio of the Fund to
1.50% of average daily net assets by waiving fees and paying expenses on behalf of
the Fund;

e the small size of the Fund and the likelihood that another adviser may be
interested in managing the Fund; and

e management fees charged for advisory services to other mutual funds with similar
investment objectives, which are higher in the peer group considered by the
Trustees.
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Other
Principal Occupation Directorships
During The Past Five Held By

Name and Address Position Since Years Trustee
Thomas Kirchner, CFA* President 2002 Financial Engineer, FalconTarget
4201 Massachusetts Fannie Mae (1999 - Inc.
Avenue NW 2004); Bond Trader and
Washington, DC 20016 Financial Engineer,
Age: 39 Banque Nationale de

Paris S.A.(1996-1999).
Richard Holly, CFA Trustee 2003 Principal, Tatum LLC None
3601 Connecticut Ave NW (since 2007); Assistant
Washington, DC 20008 Ready Mix Controller,
Age: 42 (2006-2007) and Senior

Financial Analyst,

Lafarge North America
(2003-20086Y);
Consultant, Account-
emps (2002 - 2003);
Controller, Engelhard-Clal

(1998-2002).
Sherry Russell Trustee 2006 Independent Financial None
9111 Wire Avenue Consultant (2005-
Silver Spring, MD 20901 Present); Senior Loan
Age: 36 Officer, Nationwide

Home Mortgage (2003-
2004); President, Naxos
Technology Inc. (2001-
2002);

*Thomas Kirchner, as an affiliated person of Pennsylvania Avenue Advisers LLC,
the Fund's investment adviser, is an "interested person" of the Trust within the
meaning of Section 2(a)(19) of the 1940 Act.
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Pennsylvania Avenue Event-Driven Fund

Schedule of Investments

December 31, 2007

Shares
COMMON STOCKS - 95.82%

Business Services - 4.92%
7,501 Computer Task Group, Inc. *
3,976 Infousa, Inc.
4,000 Ipass, Inc. *
31,447 Verticalnet, Inc. *

Chemical & Allied Products - 6.54%
8,700 Bradley Pharmaceuticals, Inc. *
33,000 Inyx, Inc.
600,000 MZT Holdings, Inc. *

Communications - 9.63%
30,000 3Com Corp. *
3,000 Clear Channel Communications, Inc.
80,000 Covad Communications Group, Inc. *
2,500 Warwick Valley Telephone Co.

Electric, Gas & Sanitary Services - 10.33%
40,000 Aquila, Inc. *
1,700 Northwestern Corp.
19,720 Pinnacle Gas Resources, Inc. *
6,172 US Bioenergy Corp. *

Electronic & Other Electric Equipment - 9.06%
4,000 Bel Fuse, Inc. Class B
2,000 Cherokee International Corp. *
65,000 Computer Horizons Corp.
21 Mirant Corp. *
2,000 Navteq Corp. *
28,991 Three-Five Systems, Inc. *

Finance, Insurance & Real Estate - 14.22%
1,363 American Community Properties Trust
1,000 Argo Group International Holdings * (Bermuda)
3,418 Cardinal State Bank *
4,795 Carolina National Corp. *
4,302 Cowlitz Bancorp *
817 Massbank Corp.
2,000 PDS Financial Corp.
3,155 PHH Corp. *

Value

$ 41,481
35,506
16,240

79,246

172,473

171,390
396

57,360

229,146

135,600
103,560
68,800
29.600
337,560

149,200
50,150
90,318
72,274

361,942

117,080
4,080
43,550
819
151,200
870
317,599

26,579
42,130
52,774
84,872
50,333
29,755

2,000
55,654



Pennsylvania Avenue Event-Driven Fund

Schedule of Investments
December 31, 2007

2,000 SCPIE Holdings, Inc. *
700 Sobieski Bancorp, Inc. *
30,060 Wilshire Enterprise, Inc. *

Manufacturing - 9.42%
6,000 E-Z-Em, Inc.*
5,000 Gencorp, Inc. *
6,000 Goodman Global, Inc. *

Mining - 3.10%
4,000 Primewest Energy Trust (Canada)

Printing & Publishing - 2.48%
9,000 CCA Industries, Inc.

Retail Trade - 7.58%
5,000 Genesco, Inc. *
900 Pep Boys-Manny, Moe & Jack
100 Redenvelope, Inc. *
10,000 Restoration Hardware, Inc. *

Services - 13.72%

6,700 Cagles, Inc. Class A
20,000 Captaris, Inc. *

7,000 CKX, Inc. *

500 Harrah Entertainment, Inc.

35,003 Image Entertainment, Inc. *

1,000 Mac-Gray Corp. *

1,500 Meadow Valley Corp. *

10,600 Trans World Entertainment Corp. *

Transportation By Air - 4.82%
5,000 ABX Air, Inc. *
10,000 Midwest Air Group, Inc. *

TOTAL FOR COMMON STOCKS (Cost $3,682,105) - 95.82%

CORPORATE BONDS - 5.03%

200,000 Beazer Homes USA 6.875% 07/15/2015

35,000 Federal Mogul 8.8% 04/15/2007

3,928 United Airlines 7.811% 10/01/2009

TOTAL FOR CORPORATE BONDS (Cost $162,476) - 5.02%

54,940
770

98.296

498,103

124,380

58,300
147,240
329,920

108,560

87,030

189,000
10,332
463

65,700

265,495

55,254
86,400
84,000
44,375
128,461
11,260
19,095

51,940

480,785

20,900
148,000
168,900

$ 3.357.513

143,874
28,459
3.790

[ LA A

176,123

$ .



Pennsylvania Avenue Event-Driven Fund

Schedule of Investments
December 31, 2007

ESCROWED RIGHTS - 0.49%

3,500 Intertape Polymer Group, Inc. (Canada) *

20,000 Mirant Corp Escrow

6,000 North Atlanta National BK Escrow

2,100 Pearson Plc. Escrow

200 Petrolcorp, Inc. Escrow
50,000 Winn Dixie Stores, Inc. Escrow

TOTAL FOR ESCROWED RIGHTS (Cost $16,489) - 0.49%

PREFERRED STOCK - 1.59%

3,971 National Healthcare Class A

TOTAL FOR PREFERRED STOCK (Cost $0) - 1.59%

CALL OPTIONS - 0.94%

Underlying Security
Expiration Date/Exercise Price

Shares Subject

to Call

Genesco, Inc.

2,000 March 2008 Call @ 30.00

Midwest Air Group Inc.
6,000 January 2008 Call @ 12.50

Total (Premiums Paid $26,812) - 0.94%

SHORT TERM INVESTMENTS - 1.77%

62,111 Huntington Money Market Fund IV (Cost $62,111) 3.74% ** +

TOTAL INVESTMENTS (Cost $3,949,993) - 105.63%

LIABILITIES IN EXCESS OF OTHER ASSETS - (5.63)%

NET ASSETS - 100.00%

* Non-income producing securities during the period.

** Variable rate security; the coupon rate shown represents the yield at December 31, 2007,

+ Pledged as collateral for securities sold short

The accompanying notes are an integral part of these financial statements.

10,990

6,126

$  17.116

55,594

$ 55,594

$ 17,200

15,704

$ 32,904

62,111

$ 3,701,361

(197.375)

$ 3.503,986
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Pennsylvania Avenue Event-Driven Fund
Schedule of Securities Sold Short

December 31, 2007
Shares Value
2,000 Bel Fuse, Inc. Class A $ 68,000
4,927 First National Bancshares, Inc. 64,741
11,414 Quest Resources Corp. 81,838
5,000 Verasun Energy Corp. 76,400
2,000 Yadkin Valley Financial Corp. 30,540
Total Securities Sold Short (Proceeds - $298,906) $ 321,519

The accompanying notes are an integral part of these financial statements.



Pennsylvania Avenue Event-Driven Fund

Statement of Assets and Liabilities
December 31, 2007

Assets:
Investments in Securities, at Value (Cost $3,949,993)
Deposit with broker for securities sold short
Receivables:
Securities Sold
Dividends and Interest
Prepaid Expenses
Total Assets
Liabilities:
Securities Sold Short, at Value (proceeds $298,906)
Due to custodian
Payables:
Securities Purchased
Shareholder Distributions
Accrued Distribution Fees
Other Accrued Expenses
Total Liabilities

Net Assets
Net Assets Consist of:
Paid In Capital

Unrealized Depreciation in Value of Investments, Options and Securities Sold Short
Net Assets, for 281,944 Shares Outstanding

Net Asset Value Per Share

The accompanying notes are an integral part of these financial statements.

§ 3,701,361
352,223

33,710
10,390

12,187

4,109,871

321,519
1,518

187,111
71,640
9,541

14,556

605,885
$ 3.503.986

§ 3,775,235

(271,249)
$ 3,503,986

$ 12.43






PENNSYLVANIA AVENUE EVENT-DRIVEN FUND

ADDITIONAL INFORMATION
DECEMBER 31, 2007 (UNAUDITED)

TRUSTEES AND OFFICERS

The following table provides information regarding each Trustee who is not an “interested person” of the Trust,
as defined in the Investment Company Act of 1940. Each Trustee has an indefinite term.

Name, Address and
Age

Position & Length of
Time Served with the
Trust

Principal Occupations During Past S Years and Current
Directorships

Richard Holly, CFA
3601 Connecticut
Ave NW
Washington, DC
20008

Age: 41

Trustee since 2003.

Assistant Ready Mix Controller (since 2006) and Senior
Financial Analyst (2003-2006), Lafarge North America;
Consultant, Accountemps (2002 - 2003); Controller,
Engelhard-Clal (1998-2002).

Sherry Russell
9111 Wire Avenue
Silver Spring, MD
20901

Age: 35

Trustee since 20006.

Independent Financial Consultant (2005-Present); Senior Loan
Officer, Nationwide Home Mortgage (2003-2004); President,
Naxos Technology Inc. (2001-2002);

The following table provides information regarding each Trustee who is an “interested person” of the Trust, as defined in
the Investment Company Act of 1940, and each officer of the Trust. Each Trustee and Officer of the Trust has an

indefinite term.

Name, Address, | Position and Length of Time | Principal Occupations During Past § Years and

and Age Served with the Trust Current Directorships

Thomas Kirchner,

CFA*

4201 Massachusetts Financial Engineer, Fannie Mae (1999 - 2004); Bond
Avenue NW President since 2002. Trader and Financial Engineer, Banque Nationale de Paris
Washington, DC S.A.(1996-1999).

20016

Age: 38

*Thomas Kirchner, as an affiliated person of Pennsylvania Avenue Advisers LLC, the Fund's investment adviser, is an
"interested person" of the Trust within the meaning of Section 2(a)(19) of the 1940 Act.




PENNSYLVANIA AVENUE EVENT-DRIVEN FUND

ADDITIONAL INFORMATION
DECEMBER 31, 2007 (UNAUDITED) (CONTINUED)

The Fund's Statement of Additional Information ("SAI") includes additional information about the trustees and is
available, without charge, upon request. You may call toll-free (888) 642-6393 to request a copy of the SAI or to
make shareholder inquiries.

A description of the policies and procedures that the Fund uses to determine how to vote proxies relating to portfolio
securities and information regarding how the Fund voted proxies during the most recent 12-month period ended
June 30 are available without charge upon request by (1) calling the Fund at (888) 642-6393 and (2) from Fund
documents filed with the Securities and Exchange Commission ("SEC") on the SEC's website at www.sec.gov.

The Fund files a complete schedule of investments with the SEC for the first and third quarter of each fiscal year on
Form N-Q. The Fund’s first and third fiscal quarters end on March 31 and September 30. The Form N-Q filing must
be made within 60 days of the end of the quarter. The Fund’s Forms N-Q are available on the SEC’s website at
http://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). You may also obtain copies by
calling the Fund at (888) 642-6393.



Board of Trustees
Thomas Kirchner
Richard Holly
Sherry Russell

Investment Adviser
Pennsylvania Avenue Advisers, LLC
P.O. Box 9543
Washington, DC 20016

Dividend Paying Agent,
Shareholders’ Servicing Agent,
Transfer Agent
Mutual Shareholder Services, LLC

Custodian
Huntington Bank

Independent Registered Public Accounting Firm
Sanville & Company

This report is provided for the general information of the shareholders of the Pennsylvania Avenue Funds. This report is
not intended for distribution to prospective investors in the funds, unless preceded or accompanied by an effective
prospectus.




