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Tel: (508) 674-8459
Fax: (508) 672-9348

COPLEY FINANCIAL SERVICES CORP.

Adviser and Administrator to Copley Fund, Inc.
Post Office Box 3287
Fall River, Massachusetts 02722

October 30, 2019
Dear Shareholder:

The past six months have been a period of both transition and stability. Since the death of Irving
Levine last year, the Fund and its Investment Advisor, Copley Financial Services Corp. (“CFSC”) have
strived to diligently maintain the disciplined and focused investment strategy which has been the Fund’s
basis since its inception, while adapting the Fund’s management to reflect its current needs. Specifically,
earlier this year the Fund renewed its advisory agreement with CFSC, which has acted as the Fund’s
investment advisor since the Fund’s inception, and also approved a new sub-advisory agreement with
DCM Advisors, LLC, an independent investment advisor; both the renewed advisory agreement with
CFSC and the sub-advisory agreement with DCM Advisors, LLC are subject to approval by the Fund’s
shareholders. Vijay Chopra, a principal of DCM Advisors, LLC, was elected as Vice President of CFSC,
to manage the portfolio of the Fund.

As noted in the Fund’s Annual Report dated February 28, 2019, the Fund determined to close its
Operating Division. The liquidation of the Operating Division’s inventory and the discontinuance of its
operations were completed in October. This was accomplished with no significant effect on the Fund’s
income or net assets. After full discussion and consultation with its advisors, the Board of Directors of
the Fund determined that whatever insulation or mitigation the Copley Operating Division provided
against the possibility of the Fund being subject to an accumulated earnings tax was outweighed by the
distraction of the Operating Division to both the Fund’s management and its investors — both actual and
potential — and that the risk of being subject to the accumulated earnings tax was manageable. The Fund
can now concentrate exclusively on its basic activity.

The Fund has continued, and intends to continue, its basis strategy of investing in large public
companies with a consistent record of paying increasing dividends. This strategy has been successful
over the Fund’s existence and was successful during the six months ended August 31, 2019 in which the
Fund’s net asset value increased from $110.13 per share to $117.92 per share.

CHANGE IN REPORTED NET ASSET VALUE:

1984 +23.90%
1985 +25.00%
1986 +18.00%
1987 —-8.00%
1988 +20.00%
1989 +16.00%
1990 —2.00%
1991 +18.00%
1992 +18.00%
1993 +10.00%

1994 —7.00%
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1995 +26.00%

1996 +5.00%

1997 +25.00%

1998 +14.00%

1999 —6.86%

2000 +22.50%

2001 -9.30%

2002 -13.90%

2003 +14.31%

2004 +12.99%

2005 +5.89%

2006 +19.70%

2007 -10.83% * SEC mandated change to tax reserve
2008 -15.60% *
2009 +2.36% *
2010 +7.04% *
2011 +13.00% *
2012 +4.79% *
2013 +18.08% *
2014 +14.24% *
2015 -1.98% *
2016 +15.55% *
2017 +9.68% *
2018 +15.65% *
2019 +15.33% * Ended August 31, 2019

Please note the performance figures for years prior to 2007/2008 are consistent with the
information furnished in prior reports and do not reflect an adjustment for the SEC-mandated change in
calculation of our tax reserve in 2007. A word of caution when comparing Copley’s expense ratios with
those of other mutual funds. Because of its unique structure, Copley is required to include a full tax
reserve as an operating expense; other funds are not subject to this requirement. As our stocks increase
in value, our tax reserve increases. This leads to a corresponding increase in the expense ratio. Thus, the
expense ratios that Copley is required to report are significantly higher than would have been the case if
the tax reserve was not included as an operating expense.

The performance data quoted represents past performance and investment return. The prices of the
shares held by Copley will fluctuate so that the investor’s shares, when redeemed, may be worth more or
less than the original cost or the value shown at August 31, 2019. Please remember that past
performance does not guarantee future results, and future performance may be higher or lower than the
performance data quoted.

We wish to thank our board, our sub-adviser, our consultants, and our shareholders for their
competence, loyalty, and cooperation.

David I Faust

President
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COPLEY FUND, INC.
PER SHARE VALUE

CALENDAR YEARS ENDED DECEMBER 31
PERIOD ENDED AUGUST 31, 2019

130

120 1792

10

3821399 71

111

The per share values provided for years prior to 2007/08 are consistent with information furnished in prior reports
and do not reflect an adjustment for the change in accounting treatment for deferred income taxes.
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COPLEY FUND, INC.
SCHEDULE OF INVESTMENTS (Unaudited)
August 31,2019
Shares Value
COMMON STOCK -118.75%
Banking - 7.71%
JPMorgan Chase & Company 42,000 $ 4,614,120
PNC Financial Services Group, Inc. 25,000 3,223,250
7,837,370
Consumer Products —2.08%
Kimberly-Clark Corp. 15,000 2,116,650
Diversified Utility Companies —22.79%
Alliant Energy Corp. 40,000 2,098,000
Dominion Energy, Inc. 93,450 7,254,524
DTE Energy Co. 55,000 7,131,300
Duke Energy Corp. 53,033 4,918,281
WEC Energy Group, Inc. 18,612 1,782,471
23,184,576
Drug Companies —4.73%
Bristol-Myers Squibb Co. 100,000 4,807,000
Electric & Gas—11.60%
American Electric Power Company, Inc. 35,000 3,190,250
FirstEnergy Corp. 40,000 1,840,000
Public Service Enterprise Group Inc. 30,000 1,814,100
Sempra Energy 35,000 4,957,050
11,801,400
Electric Power Companies —31.49%
Ameren Corp. 12,500 964,375
Eversource Energy 65,600 5,256,528
Exelon Corp. 23,200 1,096,432
NextEra Energy, Inc. 90,000 19,717,200
PPL Corp. 100,000 2,955,000
The Southern Co. 35,000 2,039,100
32,028,635

The accompanying notes are an integral part of these financial statements.
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COPLEY FUND, INC.
SCHEDULE OF INVESTMENTS (Unaudited) — Continued
August 31, 2019
Shares Value
COMMON STOCK - 118.75% — (continued)
Gas Utilities & Supplies — 7.87%
New Jersey Resources Corp. 112,500 $ 5,145,750
Northwest Natural Holding Co. 40,000 2,854,400
8,000,150
Insurance — 7.13%
Arthur J. Gallagher & Co. 80,000 7,256,800
0il -12.49%
Chevron Corp. 46,200 5,438,664
ExxonMobil Corp. 106,086 7,264,769
12,703,433
Retail - 2.13%
Walmart, Inc. 19,000 2,170,940
Telephone — 8.73%
AT&T, Inc. 95,000 3,349,700
Verizon Communications Inc. 95,000 5,525,200
8,874,900
TOTAL COMMON STOCK (Cost —$20,945,329) 120,781,854
MASTER LIMITED PARTNERSHIP -0.01%
Pipelines — 0.01%
Energy Transfer, L.P. (Cost—$2,033) 353 4,804
TOTAL INVESTMENTS (Cost $20,947,362) — 118.76% $120,786,658
Liabilities in Excess of Other Assets — (18.76%) (19,075,325)
NET ASSETS -100.00% $101,711,333

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

As of August 31, 2019
(Unaudited)
% of
Net Assets
Common Stock 118.75%
Electric Power Companies 31.49%
Diversified Utility Companies 22.79%
Oil 12.49%
Electric & Gas 11.60%
Telephone 8.73%
Gas Utilities & Supplies 7.87%
Banking 7.71%
Insurance 7.13%
Drug Companies 4.73%
Retail 2.13%
Consumer Products 2.08%
Master Limited Partnership 0.01%
Pipelines 0.01%
Liabilities in Excess of Other Assets -18.76%
Total Net Assets 100.00%

The accompanying notes are an integral part of these financial statements.
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COPLEY FUND, INC.

STATEMENT OF ASSETS AND LIABILITIES (Unaudited)
August 31, 2019

Assets:
Investments in securities at fair value (identified cost $20,947,362)
Cash and cash equivalents
Receivables:
Dividends and interest
Trade
Subscriptions
Inventory
Prepaid expenses and other assets

Total Assets

Payables:
Fund shares redeemed
Taxes
Investment advisory fees
Accrued professional fees
Accrued expenses
Deferred income taxes

Total Liabilities

Commitments and Contingencies (Note 6)

Net assets

Net Asset Value, Offering and Redemption Price Per Share (5,000,000 shares
authorized, 862,581 shares outstanding of $1.00 par value capital stock
outstanding)

Net assets consist of:
Capital paid in
Accumulated earnings (losses)

Net assets

The accompanying notes are an integral part of these financial statements.
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$120,786,658
2,139,116

401,158
5,136
5,202

28,272
69,632

123,435,174

57,757
472,030
53,481
39,434
82,088
21,019,051

21,723,841

$101,711,333

$ 117.92
§ 862,581
100,848,752

$101,711,333
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COPLEY FUND, INC.

STATEMENT OF OPERATIONS (Unaudited)
For the Six Months Ended August 31, 2019

Investment Income:

Dividend $1,869,527
Interest 9,742
Total Investment Income 1,879,269
Expense:
Investment advisory fees 330,696
Accounting and shareholder services 93,646
Legal fees 79,205
Audit fees 40,156
Insurance 22,146
Printing 9,694
Directors fees and expenses 8,748
Blue Sky fees 8,734
Custodian fees 7,436
Postage and shipping 1,141
Miscellaneous fees 309
Total Expense 601,911
Less: Investment advisory fee waived (30,000)
Net Expense 571,911
Net Investment Income Before Income Taxes 1,307,358
Tax Expense 148,342
Net Investment Income 1,159,016
Operating Income
Gross profit 5,372
Operating expense (3,089)
Net Operating Income 2,283
Net Investment and Operating Income 1,161,299
Realized and Unrealized Gain (Loss) on Investments
Net change in unrealized appreciation of investments, including deferred income tax
expense of $1,493,686 5,619,101
Net Realized and Unrealized Gain on Investments 5,619,101
Net Increase in Net Assets Resulting From Operations $6,780,400

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

8



TABLE OF CONTENTS

COPLEY FUND, INC.

STATEMENTS OF CHANGES IN NET ASSETS

Six Months Ended Year Ended

August 31, February 28,
2019 2019
(Unaudited)
Increase in Net Assets from Operations
Net investment and operating income, net of income tax
expense $ 1,161,299 $ 1,899,562
Net realized gain from investment transactions — 3,634,684
Net change in unrealized appreciation of investments, including
deferred income tax expense 5,619,101 5,778,752
Net Increase in Net Assets Resulting From Operations 6,780,400 11,312,998
Capital Share Transactions
Proceeds from shares sold 702,847 820,458
Payments for shares redeemed (2,265,210) (8,617,305)
Net Decrease in Net Assets From Shares of Beneficial
Interest (1,562,363) (7,796,847)
Net Increase in Net Assets 5,218,037 3,516,151
Net Assets:
Beginning of Period 96,493,296 92,977,145
End of Period* $101,711,333 $96,493,296

* Net Assets — End of Period includes undistributed net investment and operating income of $22,200,863 as of

February 28, 2019.

The accompanying notes are an integral part of these financial statements.
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COPLEY FUND, INC.

STATEMENT OF CASH FLOWS (Unaudited)
For the Six Months Ended August 31, 2019

Increase (Decrease) in Cash and cash equivalents
Cash flows from operating activities

Dividends and interest received

Receipts from customers

Expenses paid

Payments to suppliers

Net cash provided by operating activities

Cash flows used by financing activities
Fund shares issued
Fund shares redeemed
Net cash used by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

RECONCILIATION OF NET INCREASE IN NET ASSETS RESULTING FROM
OPERATIONS TO NET CASH PROVIDED BY OPERATING ACTIVITIES

Net increase in net assets resulting from operations
Increase in investments
Decrease in dividends and interest receivable
Increase in trade receivables
Decrease in inventory
Increase in taxes payable
Increase in prepaid expenses and other assets
Increase in accrued expenses
Increase in investment advisory fee payable
Increase in professional fees payable
Increase in deferred income taxes

Total adjustments

Net cash provided by operating activities

The accompanying notes are an integral part of these financial statements.
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$ 1,982,145
31,195
(518,076)

(7,504)
1,487,760

697,747

(2,207,983)
(1,510,236)

(22,476)

2,161,592
$ 2,139,116

$ 6,780,400
(7,112,787)
102,830
(1,357)
19,722
143,253
(17,552)
62,698
6,797
10,070
1,493,686
(5,292,640)
$ 1,487,760
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COPLEY FUND, INC.

FINANCIAL HIGHLIGHTS

The table below sets forth financial data for one share of capital stock outstanding throughout each
period presented.®

The financial highlights table is intended to help you understand the Fund’s financial performance
for six months ended August 31, 2019 and years February 28, 2015 through February 28, 2019. Certain
information reflects financial results for a single Fund share. The total returns in the table represent the
rate that an investor would have earned or lost on an investment in the Fund.

The annual financial information is included in the Fund’s annual report to Shareholders, a copy of
which is available at no charge on request by calling 877-881-2751.

Six Months
Ended i i
August 31, Fiscal Years Ending February 28 or 29,
2019 2019 2018 2017 2016 2015
(Unaudited)
Net Asset Value, Beginning of
Period/Year $ 110.13 $ 97.69 $ 82.46 $ 7123 $ 69.81 $ 63.11
Income From Operations:
Net investment gain 1.42 2.14 2.61 2.78 2.20 2.24
Net gain (loss) from securities (both
realized and unrealized) 6.37 10.30 12.62 8.45 (0.78) 4.46
Total from operations 7.79 12.44 15.23 11.23 1.42 6.70
Net Asset Value, End of Period/Year $ 117.92 $110.13 $ 97.69 $ 8246 $ 7123 $ 69.81
Total Return® 7.07% 12.73%  18.47% 1577%  2.03%  10.62%

Ratios/Supplemental Data

Net assets, end of period/year

(in 000’s) $101,711 $96,493  $92,977 $82,429 $72,547 $73,579
Ratio of total expenses, including net

regular and deferred taxes, to average

net assets* 450%©  3.93% (12.89)%9D  7.07%  1.15% = 5.03%
Ratio of net investment and operating

income (loss) to average net assets (0.73)%© 0.32% 17.43% 23ND%  3.77%  (0.33)%
Portfolio turnover rate 0.00% 0.00% 0.97% 0.00% 0.00% 0.00%
Number of shares outstanding at end of

period/year (in thousands) 863 876 952 1,000 1,018 1,054

The accompanying notes are an integral part of these financial statements.
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COPLEY FUND, INC.
FINANCIAL HIGHLIGHTS - Continued

The financial highlight ratios above do not reflect investment fees waivers of $30,000 for the
six months ended August 31, 2019 and $60,000 for the fiscal years ended February 28, 2019 through
2015. If the waivers had been included, the following ratios would apply:

Six Months
A lE;g‘t“; L Fiscal Years Ending February 28 or 29,
2019 ’ 2019 2018 2017 2016 2015
(Unaudited)
Ratio of total expenses, including net regular and
deferred taxes, to average net assets* 4.44%©  386% (12.96)%Y 6.99% 1.06%  4.94%
Ratio of net investment and operating income
(loss) to average net assets 0.6)%©  038% 17.50%  (2.30)% 3.86% (0.25)%

(a)  Per share amounts are calculated using the average shares method, which more appropriately presents the per
share data for the period.

(b) Total returns are historical in nature and assume changes in share price, reinvestment of dividends and capital
gains distributions, if any.

* Includes operating expenses from the Operating Division and subsidiary of $3,089 for the six months ended
August 31, 2019 and $17,572, $51,092, $41,891, $48,378 and $31,376, for fiscal years ending 2019 through
2015, respectively.

(¢)  Annualized for periods less than one year.

(d) Due to change in corporate tax rate, ratio represents expenses and net benefit received.

For the year ended February 28, 2018, the above ratios are net of a one time tax benefit due to the
changes in the tax rules.

If the one time benefit tax was excluded, the ratios would be as follows:

Ratio of total expenses including regular to average net assets: 1.63%
Ratio of net investment and operating income to average net assets: 2.91%

With waiver included:

Ratio of total expenses including regular to average net assets: 1.55%
Ratio of net investment and operating income to average net assets: 2.98%

The accompanying notes are an integral part of these financial statements.
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COPLEY FUND, INC.

NOTES TO FINANCIAL STATEMENTS (Unaudited)

1. Organization

Copley Fund, Inc. (the “Fund”) is registered under the Investment Company Act of 1940, as
amended, as a diversified, open-end management company. The Fund’s investment objectives are the
generation and accumulation of dividend income and capital appreciation. The Fund was organized as a
Massachusetts corporation on February 21, 1978. The Fund was reorganized as a New York corporation
on September 1, 1987, a Florida corporation on May 19, 1994 and as a Nevada Corporation on
December 5, 2007.

The Fund has an operating division, Copley Fund, Inc. — Operating Division (“COD”), which
sells a variety of handbags, luggage and accessories. On April 12, 2019, the Board of Directors
approved a plan to liquidate COD. The COD will cease operations on October 31, 2019. Management
believes that this will not have a material effect on the Fund, its business or its net asset value. See
footnote 5.

2. Significant Accounting Policies

The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”). The Fund is an investment
company that follows the specialized accounting and reporting guidance of the Financial Accounting
Standards Board (“FASB”) Accounting Standards Codification Topic 946 “Financial Services —
Investment Companies.” The preparation of financial statements in accordance with GAAP require
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 revenue and expense during the period. Actual results could differ from those estimates.

The following is a summary of significant accounting policies consistently followed by the Fund
in the preparation of its financial statements.

Investment Valuation

The Fund carries its investments in securities at fair value and utilizes various methods to measure
the fair value of its investments on a recurring basis. Fair value is an estimate of the exit price,
representing the amount that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants (i.e., the exit price at the measurement date). Fair value
measurements are not adjusted for transaction costs. GAAP establishes a hierarchy that prioritizes inputs
to valuation methods. The three levels of inputs are:

Level 1 — Unadjusted quoted prices in active markets for identical assets and liabilities that the Fund
has the ability to access.

Level 2 — Observable inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly. These inputs may include quoted prices for the
identical instrument on an inactive market, prices for similar instruments, interest rates,
prepayment speeds, credit risk, yield curves, default rates and similar data.

Level 3 — Unobservable inputs for an asset or liability, to the extent relevant observable inputs are not
available, representing the Fund’s own assumptions about the assumptions a market
participant would use in valuing the asset or liability, and would be based on the best
information available.

13
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COPLEY FUND, INC.

NOTES TO FINANCIAL STATEMENTS (Unaudited)

2. Significant Accounting Policies — (continued)

The availability of observable inputs can vary from security to security and is affected by a wide
variety of factors, including, for example, the type of security, whether the security is new and not yet
established in the marketplace, the liquidity of markets, and other characteristics particular to the
security. To the extent that valuation is based on models or inputs that are less observable or
unobservable in the market, the determination of fair value requires more judgment. Accordingly, the
degree of judgment exercised in determining fair value is greatest for instruments categorized in
Level 3.

The inputs used to measure fair value may fall into different levels of the fair value hierarchy. In
such cases, the level in the fair value hierarchy within which the fair value measurement falls in its
entirety, is determined based on the lowest level input that is significant to the fair value measurement in
its entirety. The inputs or methodology used for valuing securities are not necessarily an indication of
the risk associated with investing in those securities.

Securities listed on an exchange are valued at the close of the regular trading session of the
exchange on the business day as of which such value is being determined and securities listed on
NASDAQ are valued at the NASDAQ Official Closing Price. If there has been no sale on such day, the
security is valued at the last quoted bid. If no bid or asked prices are quoted or if the Fund’s investment
advisor (the “Advisor”) believes the market quotations are not reflective of fair value, then the security
is valued at fair value by the Advisor.

The following table summarizes the inputs used as of August 31, 2019 for the Fund’s investments
measured at fair value:

Assets* Level 1 Level 2 Level 3 Total

Common Stock $120,781,854 $ — $§ — $ 120,781,854

Master Limited Partnership 4,804 — — 4,804
Total $120,786,658 § — § — § 120,786,658

The Fund did not hold any Level 3 securities during the period.

* Refer to the Schedule of Investments for industry classification.

Investment transactions and income and expense

Investment transactions are accounted for on the trade date. Realized gains and losses on sales of
investments are calculated on the basis of identifying the specific securities delivered. Dividend income
is recorded on the ex-dividend date and interest income is recognized on the accrual basis.

During the six months ended August 31, 2019, cost from purchases of investments were $0 and
proceeds from sales of investments were $0.

Distributions

Net investment and operating income and net realized gains are not distributed, but rather are
accumulated within the Fund and used to pay expenses, to effect redemptions, to make additional
investments or held in cash as a reserve.

14
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COPLEY FUND, INC.

NOTES TO FINANCIAL STATEMENTS (Unaudited)

2. Significant Accounting Policies — (continued)

Cash and cash equivalents

The Fund considers all highly liquid investments with a maturity of three months or less when
acquired and money market mutual funds to be cash equivalents. The carrying amount of cash and cash
equivalents approximates its fair value due to its short term nature.

Inventory

Inventory is valued at the lower of cost (determined by the first in/first out method) or net
realizable value.

Income Taxes

The Fund files tax returns as a regular corporation and accordingly the financial statements include
provisions for current and deferred income taxes.

The Fund recognizes the tax benefits of uncertain tax positions only when the position is “more
likely than not” to be sustained assuming examination by tax authorities. Management reviewed the tax
positions and concluded that no liability for unrecognized tax benefits should be recorded related to
uncertain tax positions taken. The Fund identifies its major tax jurisdictions as U.S. Federal and the
State of Nevada. The Fund recognizes interest and penalties, if any, related to income taxes as income
tax expense in the Statement of Operations. During the six months ended August 31, 2019, the Fund did
not incur any interest or penalties.

Indemnification

The Fund indemnifies its officers and trustees for certain liabilities that may arise from the
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
indemnities. 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 due to these warranties and indemnities to be remote.



TABLE OF CONTENTS

COPLEY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Unaudited)

3. Disclosure of the provisions for income taxes, reconciliation of statutory rate to effective rate,
and significant components of deferred tax assets and liabilities.

The Statement of Assets and Liabilities represents cost for financial reporting purposes. Aggregate
cost of investments for federal tax purposes is $20,947,362 for the Fund.

Aggregate gross unrealized appreciation for all investments for which there was an
excess of value over cost, net of $20,966,252 tax effect $78,873,044

Aggregate gross unrealized depreciation for all investments for which there was an
excess of cost over value —

Net unrealized appreciation net of tax effect $78,873,044
The Federal and state income tax provision (benefit) is summarized as follows:

Six Months Ended
August 31,2019

Current:
Federal $ 147,342
State 1,000
$ 148,342
Deferred*:
Federal $ 1,493,686
State —
Net provision (benefit) for income taxes $ 1,493,686
* Deferred income tax expense of $1,493,686 related to unrealized appreciation of investments and is included

in the net change in unrealized appreciation of investments on the accompanying statement of operations.

The difference between the effective tax rate of 11.33% and the statutory tax rate of 21% is
primarily attributable to the benefit of the dividend received deduction.

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax
purposes. At August 31, 2019, the deferred tax liabilities are summarized as follows:

Deferred tax liability:

Unrealized gain on investments $20,966,252
Other $ 52,799
$21,019,051

The Fund files combined Massachusetts corporate excise tax returns with Stuffco International,
Inc. (“Stuffco”), a company wholly owned by the estate of the former Chairman of the Fund. For the
six months ended August 31, 2019, the reported Massachusetts corporate excise tax was $1,000. This
combined return includes all income and expense of the Operating Division and excludes the Fund’s
investment income and expense. The Commonwealth of Massachusetts
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COPLEY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Unaudited)

3. Disclosure of the provisions for income taxes, reconciliation of statutory rate to effective rate,
and significant components of deferred tax assets and liabilities. — (continued)

may not agree with this exclusion. Management believes that the exclusion in the combined corporate
excise returns is proper and further believes that, if contested, any likely resolution would not have a
material adverse effect on the Fund’s assets and liabilities or statement of operations.

4. Capital Stock

At August 31, 2019, there were 5,000,000 shares of $1.00 par value capital stock authorized.
Transactions in capital shares were as follows:

Year Ended Year Ended
February 28, 2019 February 28, 2019
Shares Amount Shares Amount
Shares sold 6,237 $§ 702,847 7,908 $ 820,458
Shares repurchased (19,807)  (2,265,210) (83,471) (8,617,305)
Net change (13,570) $(1,562,363) (75,563) $(7,796,847)

5. Investment Advisory Agreement and Transactions with Related Parties

Copley Financial Services Corporation (CFSC), a Massachusetts corporation, serves as investment
advisor to the Fund. CFSC is wholly owned by the Estate of Irvine Levine. CFSC has appointed DCM
Advisors, LLC as its sub-advisor, subject to the approval of the Fund’s shareholders.

Under the Investment Advisory Contract, CFSC is entitled to an annual fee, payable monthly at
the rate of 1.00% of the first $25 million of the average daily net assets; 0.75% of the next $15 million;
and 0.50% on average daily net assets over $40 million. If the sub-advisory agreement with DCM
Advisors, LLC is approved by the Fund’s shareholders, then 75% of the fee paid to CFSC will be paid
to DCM Advisors, LLC as a sub-advisory fee.

For the six months ended August 31, 2019, the net fee for investment advisory service totaled
$300,696. This included $330,696 less $30,000 voluntarily waived by the advisor. Also during the
six months ended August 31, 2019, unaffiliated directors received $8,748 in directors’ fees and
reimbursed expenses.
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5. Investment Advisory Agreement and Transactions with Related Parties — (continued)

Operating Division

The results of the COD for the six months ended August 31, 2019, are as follows:

Sales $ 32,553
Cost of goods sold (27,226)
Gross profit 5,327
General & administrative expenses (3,089)
Net income from operations 2,238
Other income (dividends and interest) 45
Net Income $ 2,283

6. Commitments and Contingencies

Since the Fund accumulates its net investment income rather than distributing it, the Fund may be
subject to the imposition of the federal accumulated earnings tax. The accumulated earnings tax is
imposed on a corporation’s accumulated taxable income at a rate of 20%.

Accumulated taxable income is defined as adjusted taxable income minus the sum of the dividends
paid deduction and the accumulated earnings credit. The dividends paid deduction and accumulated
earnings credit are available in calculating excess earnings subject to this tax.

The Internal Revenue Service has, during its review of the Fund’s federal income tax returns for
the 1999 tax year, performed during 2001, upheld management’s position that the Fund is not a mere
holding or investment company since the Fund is conducting an operating division. This finding by the
Internal Revenue Service (“Service”) is always subject to review by the Service and a finding different
from the one issued in the past could be made by the Service.

Provided the Fund manages accumulated and annual earnings and profits, in excess of $250,000,
in such a manner that the funds are deemed to be obligated or consumed by capital losses, redemptions
and expansion of the operating division, the Fund should not be held liable for the accumulated earnings
tax by the Service.

During the year ended February 28, 2010, the Fund sold the assets of Copley Operating Group
LLC (“COG”) to Prince Investment Group LLC (“Purchaser”). The assets consisted of equipment and
the operations of a restaurant. In exchange for the assets the Fund received a promissory note for
$372,000 to be paid over 15 years. The Purchaser ceased making payments and the Fund wrote off the
receivable during the year ended February 29, 2012. In addition, the Fund has filed a claim against the
Purchaser and Jeffrey Krall (“Krall”) to enforce the promissory note and Krall’s guarantee with an
outstanding balance of $356,500. Krall filed a counterclaim seeking $765,000 in damages, which was
subsequently dismissed. Subsequently, COG took possession of such equipment and sold it to a third
party. In exchange for the sale of the equipment, COG received a promissory note for $29,000 payable
in equal monthly installments over ten years.
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6. Commitments and Contingencies — (continued)

During the six months ended August 31, 2019, $0 was collected and recorded as part of other income in
the statement of operations. Subsequent to August 31, 2019 an agreement was executed to release the
third party from its obligation in exchange for $5,000.

7. Concentration

As of August 31, 2019, the Fund had 31.49% of the value of net assets invested in stocks within
the Electric Power Companies sector.
8. Subsequent Events

Subsequent events after the date of the Statement of Assets and Liabilities have been evaluated
through the date the financial statements were issued. Management has determined that no events or
transactions occurred requiring adjustment or disclosure in the financial statements, other than the
following.

All operations for the Operating Division are expected to cease as of October 31, 2019.
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DISCLOSURE OF FUND EXPENSES

All mutual funds have operating expenses. As a shareholder of a mutual fund, your investment is
affected by these ongoing costs, which include investment advisory fees. It is important for you to
understand the impact of these costs on your investment return. Operating expenses are deducted from
the mutual fund’s gross income and directly reduce its final investment return. These expenses are
expressed as a percentage of the mutual fund’s average net assets; this percentage is known as the
mutual fund’s expense ratio.

The following examples use the expense ratio and are intended to help you understand the ongoing
costs (in dollars) of investing in your Fund and to compare these costs with those of other mutual funds.
Unlike virtually all other mutual funds, the Fund has an operating division. Therefore, its expenses and
expense rations may not be strictly comparable to those of mutual funds which do not have an operating
business. The examples are based on an investment of $1,000 made at the beginning of the period
shown and held for the entire period.

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

Actual Fund Return. This section helps you to estimate the actual expenses after fee waivers
that your Fund incurred over the period. The “Expenses Paid During Period” column shows the actual
dollar expense cost incurred by a $1,000 investment in the Fund, and the “Ending Account Value”
number is derived from deducting that expense cost from the Fund’s gross investment return.

You can use this information, together with the actual amount you invested in the Fund, to
estimate the expenses you paid over that period. Simply divide your actual account value by $1,000 to
arrive at a ratio (for example, an $8,600 account value divided by $1,000 = 8.6), then multiply that ratio
by the number shown for your Fund under “Expenses Paid During Period.”

Hypothetical 5% Return. This section helps you compare your Fund’s costs with those of other
mutual funds. It assumes that the Fund had an annual 5% return before expenses during the year, but
that the expense ratio (Column 3) for the period is unchanged. The Securities and Exchange
Commission requires all mutual funds to make this 5% calculation. You can assess your Fund’s
comparative cost by comparing the hypothetical result for your Fund in the “Expenses Paid During
Period” column with those that appear in the same charts in the shareholder reports for other mutual
funds.

Note: Because the return is set at 5% for comparison purposes — NOT your Fund’s actual return
— the account values shown may not apply to your specific investment.

Beginning Ending Annualized Expenses Paid
Account Account Expense During Period**
Value (3/1/19)  Value (8/31/19) Ratios* (3/1/19 - 8/31/19)
Actual Fund Return $1,000.00 $1,070.73 4.44% $23.13
Hypothetical 5% Return $1,000.00 $1,002.79 4.44% $22.37
* Expenses include the reserve the Fund is required to calculate and deduct, reflecting the federal income tax

which would have to be paid if the Fund’s portfolio were liquidated and a capital gains tax, at the regular
corporate tax rate, would be payable on all gains.

**  Expenses are equal to the Fund’s annualized expense ratio multiplied by the average account value over the
period, multiplied by 184/366 (to reflect the one-half period).
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General

Investment Products Offered

. Are not FDIC Insured

. May Lose Value

. Are Not Bank Guaranteed

The investment return and principal value of an investment in the Copley Fund (the “Fund”) will
fluctuate as the prices of the individual securities in which it invests fluctuate, so that your shares, when
redeemed, may be worth more or less than their original cost. You should consider the investment
objectives, risks, charges and expenses of the Fund carefully before investing. For a free copy of the
Fund’s prospectus, which contains this and other information, call the Fund toll free at (877) 881-2751
or write to Gemini Fund Services at 17605 Wright Street, Omaha, NE 68130.

This shareholder report must be preceded or accompanied by the Fund’s prospectus for individuals
who are not current shareholders of the Fund.

Voting Proxies on Fund Portfolio Securities

A description of the policies and procedures that the Fund uses to determine how to vote proxies
relating to the Fund’s portfolio securities, as well as information relating to portfolio securities during
the 12 month period ended June 30, (i) is available, without charge and upon request, by calling 1-877-
881-2751; and (ii) on the U.S. Securities and Exchange Commission’s website at http:/www.sec.gov.

Disclosure of Portfolio Holdings

The SEC has adopted the requirement that all funds file a complete schedule of investments with
the SEC for their first and third fiscal quarters on Form N-Q. The Fund’s Forms N-Q, reporting portfolio
securities held by the Fund, is available on the Commission’s website at http://www.sec.gov, and may be
reviewed and copied at the Commission’s Public Reference Room in Washington, DC. Information on
the operation of the public reference room may be obtained by calling 800-SEC-0330.

Approval of Investment Advisory Agreement

On April 12, 2019, the Board of Directors of the Fund approved the continuation of the advisory
agreement with Copley Financial Services Corp. (“CFSC”). The Board’s decision regarding the CFSC
advisory agreement reflects the exercise of its business judgment on whether to continue the existing
arrangement. Prior to approving the continuation of the advisory agreement, the Board considered,
among other things:

. the nature, extent and quality of the services provided by CFSC
. the investment performance of the Fund

. the costs of the services to be provided and profits to be realized by CFSC from its
relationship with the Fund, including the value of the investment fee waivers.

. the extent to which economies of scale would be realized as the Fund grows and whether fee
levels reflect these economies of scale
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. the expense ratio of the Fund
. performance and expenses of comparable funds

. any indirect benefits that may accrue to CFSC and its affiliates as a result of its relationship
with the Fund.

. the extent to which the independent Board members are fully informed about all the facts the
Board deems relevant bearing on CFSC’s services and fees.

The Board was aware of these factors and was guided by them in its review of the Fund’s advisory
agreement to the extent it considered them to be relevant and appropriate, as discussed further below.
The Board considered and weighted these circumstances in light of its substantial accumulated
experience in governing the Fund and working with CFSC on matters related to the Fund, and was
assisted by legal counsel.

In considering the nature, extent and quality of the services provided by CFSC, the Board of
Directors reviewed the portfolio management and operating division supervision services provided by
CFSC to the Fund. The Board concluded that CFSC was providing essential services to the Fund. In
addition, the Board concluded that CFSC was providing unique and specialized supervision of the
Fund’s operating division. In its decision to continue the existing agreement the Board was mindful of
the potential disruptions of the Fund’s operations and various risks, uncertainies and other effects that
could occur as a result of a decision to terminate or not renew the contract. In particular, the Board
recognized that most shareholders have invested in the Fund on the strength of CFSC’s industry
standing and reputation and with the expectation that CFSC will have a continuing role in providing
advisory services to the Fund.

The Directors compared the performance of the Fund to benchmark indices over various periods of
time. The Directors noted that the Fund’s performance must be considered in light of the Fund’s
structure which is designed to avoid the trauma of extreme volatility in its investments. They concluded
that the performance reflected this structural goal generally outperforming in volatile down markets and
underperforming in bull type markets. It also examined the Fund’s investment objective and the
dividend paying record of the portfolio securities selected by CFSC. Based upon this the Board
concluded that the performance of the Fund and particularly the performance of the portfolio securities
themselves warranted the continuation of the advisory agreement.

In concluding that the advisory fees payable by the Fund were reasonable, the Directors reviewed
a report of the costs of services provided by CFSC and Stuffco International Inc. (a company wholly
owned by the estate of Mr. Levine) from their relationship with the Fund and concluded that such profits
were reasonable and not excessive. The Directors also reviewed reports comparing the expense ratio and
advisory fee paid by the Fund to those paid by other comparable mutual funds and concluded that the
advisory fee paid by the Fund was equal to or lower than the average advisory fee paid by comparable
mutual funds. The Board also considered that the Fund’s expense ratio had decreased slightly. In
particular, the Board concluded that the Fund’s expense ratio had remained higher than historical
measures due to increased expenses related to addressing the tax accrual accounting issue and the fact
that the expense ratio is calculated based upon net assets including a liability for a large tax reserve
which operates to distort the ratio as compared to most other funds. They did find significant, the fact
that CFSC had waived the receipt of $60,000 of its advisory fee, a practice it has engaged in for many
years, in an effort to control the Fund’s expense ratio.
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The Fund and Your Personal Privacy

The Copley Fund is an investment company registered with the Securities and Exchange Commission
under the Investment Company Act of 1940. It is managed by Copley Financial Services Corp., an
investment adviser registered under the Investment Advisers Act of 1940.

What Kind of Non-Public Information do We Collect About You if You Become a Shareholder?

If you apply to open an account directly with us, you will be giving us some non-public information
about yourself. The non-public information we collect about you is:

. Information You Give Us On Your Application Form. This could include your name,
address, telephone number, social security number, bank account number, and other
information.

. Information About Your Transactions With Us and Transactions With the Entities We
Hire to Provide Services to You. This would include information about the shares that you
buy or redeem, and the deposits and withdrawals that you make. If we hire someone else to
provide services—like a transfer agent—we will also have information about the
transactions you conduct through them.

‘What Information do We Disclose and to Whom do We Disclose It?

We do not disclose any non-public personal information about our customers or former customers to
anyone, other than our service providers who need to know such information and as otherwise permitted
by law. If you want to find out what the law permits, you can read the privacy rules adopted by the
Securities and Exchange Commission. They are in volume 17 of the Code of Federal Regulations, Part
248. The Commission often posts information about its regulations on its website, www.sec.gov.

What do We do to Protect Your Personal Information?

We restrict access to non-public personal information about you to the people who need to know that
information in order to perform their jobs or provide services to you and to ensure that we are
complying with the laws governing the securities business. We maintain physical, electronic, and
procedural safeguards to keep your personal information confidential.

If you have any questions about the Fund or your account, you can write to us at c/o Gemini Fund
Services, LLC, 17605 Wright Street, Omaha, NE 68130. You can also call us at 1-877-881-2751. For
your protection and to help ensure we provide you with quality service, all calls may be monitored or
recorded.
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The Fund is governed by a Board of Directors that meet to review investments, performance,
expenses and other business matters, and is responsible for protecting the interests of shareholders. The
majority of the Fund’s directors are independent of Copley Financial Services Corp.; There are two
“inside” directors. The Board of Directors elects the Fund’s officers, who are listed in the table. The
business address of each director and officer is c/o Registered Agent, Inc., 769 Basque Way, Suite 300,
Carson City, NV 09706.

Independent Directors

1(\{;1;?: of Birth) Principal Occupations(s) During Past 5 Years

Year Elected and Other Directorships of Public Companies
Gary S. Gaines President of Gary Gaines, Inc., a bag manufacturer since 1965
(July 28, 1937) No Directorships

2009

Inside Directors

Roy G. Hale Certified Public Accountant since 1979

(July 24, 1938) Mayor of town of La Plata, MD

2011 Former Director, Bank of Southern Maryland

David I. Faust, Esq. Partner in Gallet Dreyer & Berkey, LLP,

(February 24, 1941) Former partner in Faust Oppenheim LLP, a law firm, since 1979.

Counsel to Copley Fund since 2010.
President of CFSC since 2018
No Directorships

Officers

Name

(Date of Birth) Principal Occupations(s) During Past 5 Years
Title and Other Directorships of Public Companies
Roy C. Hale See Above

President, Chief Financial
and Accounting Officer

David I. Faust, Esq. See Above
(February 24, 1941)
Secretary, Counsel

The Fund’s Statement of Additional Information includes additional information about the
Trustees and is available free of charge, upon request, by calling toll-free at 1-877-881-2751.
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