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Form ADV Part 2A 

Firm Brochure 
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This Firm Brochure (“Brochure”) provides information about the qualifications and 
business practices of Pinnacle Capital Management, LLC ("PCM").  If you have any 
questions about the contents of this Brochure, please contact us at (315) 234-9716 or 
invest@pcm-advisors.com. The information in this brochure has not been approved or 
verified by the Unites States Securities and Exchange Commission or by any State 
securities authority.   

PCM is an investment adviser that is registered with the SEC.  Registration of an 
investment adviser does not imply a certain level of skill or training.  The oral and written 
communication of an investment adviser are intended to provide you with information 
upon which you may base a decision to hire or retain such investment adviser.   

Additional information about PCM is available on the SEC’s website at 
www.adviserinfo.sec.gov.   

100 Limestone Plaza 
Fayetteville, NY 13066 
(315) 234-9716 
www.pcm-advisors.com 

 

Item 2: Material Changes           

In our March 31, 2011 Brochure, we indicated that in future versions of this disclosure 
document we will discuss only specific material changes that are made to the Brochure 
and provide clients with a summary of such changes.   

On October 28, 2011 PCM announced a new Chief Executive Officer.  Joseph Masella 
replaced Steven Pickard as the new head of the investment management company.  
Mr. Masella also joined Pinnacle Holding Company’s board of directors.  Pinnacle 
Holding Company is the parent company of PCM. 

In July, 2011 PCM announced Keith Zanders as the new Chief Compliance Officer, 
replacing Steven Pickard.   
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Additional information on both Mr. Masella and Mr. Zanders can be found in the 
supplement to this Brochure, Form ADV Part 2B. 
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Item 4: Advisory Business          

Pinnacle Capital Management, LLC (“PCM”) was founded in August 2006 and is 
controlled by Pinnacle Holding Company, LLC.  PCM is organized as a Delaware limited 
liability company.  PCM has one office located in Fayetteville, New York. 

PCM provide investment supervisory services and offers advice on: 

- equity securities (exchange-listed securities, securities traded over-the-counter, 
foreign issuers), 

- corporate debt securities, 
- commercial paper, 
- certificates of deposit, 
- municipal securities, 
- investment company securities (mutual fund shares), 
- hedge funds 
- United States government securities, 
- options contracts on securities, 
- interests in partnerships investing in real estate, 
- asset backed securities (ABS) including but not limited to residential real estate 

mortgage backed securities (MBSs), collateralized loan obligations (CLOs), 
commercial mortgage backed securities (CMBSs), and ABS backed by credit 
card receivables, auto loans, and equipment leases, 

- private placement debt securities. 

PCM offers advisory services and sub-advisory services, where appropriate, to 
individuals, pension and profit sharing plans, trusts, estates, charitable organizations, 
investment companies, hedge funds, corporations, insurance companies and other 
business entities. 

PCM provides continuous advice to clients regarding investment of assets based on the 
individual needs of the client.  Client investment objectives, risk tolerances and time 
horizon are established at the beginning of each client relationship and are routinely 
monitored throughout the relationship.  If desired, PCM will assist clients in developing a 
personal investment policy and create and manage a portfolio based on that policy.  
PCM will manage advisory accounts on a discretionary or non-discretionary basis.  
Account supervision is guided by the stated objectives of each client. 

PCM will create a portfolio, or advise on the creation of a portfolio, consisting primarily 
of individual equities, exchange traded funds, mutual funds, hedge funds, fixed income 
securities and cash equivalents (e.g. money market funds).  PCM will allocate the 
client's assets among various investments taking into consideration the overall 
management style selected by the client.  The mutual funds, hedge funds and exchange 
traded funds will be selected on the basis of any or all of the following criteria: the fund's 
performance history; the industry or geographic sector in which the fund invests; the 
track record of the fund's manager; the fund's investment objectives; the fund's 
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management style and philosophy; and the fund's management fee structure. Portfolio 
weighting between funds and market sectors will be determined by the investment style 
selected based on each client's individual needs and circumstances. 

Clients will have the opportunity to place reasonable restrictions on the types of 
investments which will be made on the client's behalf. Clients will retain individual 
ownership of all securities.   As appropriate, PCM may engage in margin transactions or 
option writing for client accounts.  As these strategies involve additional risks, they will 
only be recommended when consistent with the client’s stated risk tolerance. 

PCM acts as a portfolio manager for a wrap program as discussed below.  One of the 
significant differences between how PCM manages wrap fee accounts versus other 
accounts generally is that trading of a wrap fee account is executed through the sponsor 
of the wrap fee program.  This form of directed brokerage may result in trading costs 
and execution services that are not as advantageous to the client as when PCM seeks 
“best execution.”  PCM receives a portion of the total wrap fee for its portfolio 
management services. 
 
PCM provides portfolio management services in the Pinnacle Investments’ Pinnacle 
Capital Management Separately Managed Account Program ("PCM SMAP").  PCM 
SMAP is a wrap fee program where Pinnacle Investments, LLC ("PI"), a dually 
registered firm affiliated with PCM through common ownership and control, acts as 
adviser and wrap fee program sponsor.  PCM is the sub-adviser responsible for portfolio 
management services within the program.  As part of its portfolio management services, 
depending on the version of the PCM SMAP agreement, PCM may vote proxies on 
behalf of participants.  PCM is compensated by PI for providing portfolio management 
services for clients participating in the wrap fee program.  The participants in PCM 
SMAP are clients of PI and not advisory clients of PCM.  PI is responsible for assisting 
clients in understanding the wrap fee program in light of the client’s investment 
objectives and financial situation – initially and on an ongoing basis.  PI is also 
responsible for client communication, portfolio reviews, client services, account 
maintenance and communicating client portfolio strategy changes to PCM. PCM 
manages client portfolios in accordance with the portfolio strategy selected on the PCM 
SMAP agreement with full trading discretion, subject to written restrictions, and does not 
act in any other capacity.  These clients should refer to PI’s disclosure document for the 
program for additional information. 
 
As of September 30, 2012, PCM managed approximately $65.6 million on a 
discretionary basis. 

Item 5: Fees and Compensation         

Compensation 

PCM bases its fees on a percentage of assets under management.  PCM manages 
accounts for a variety of client types including separate accounts, investment 
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companies, hedge funds and wrap fee programs.  These clients, except for the hedge 
funds, typically invest in similar, if not the same securities.  Varying fee schedules may 
create an incentive for PCM to place more profitable trades in higher fee paying 
accounts over other accounts in the allocation of investment opportunities.  PCM has 
procedures designed and implemented to ensure that all clients are treated fairly and 
equally, and to prevent this conflict from influencing the allocation of investment 
opportunities among clients.  

Compensation – Separate Accounts 

The fee for PCM's Advisory Services will be calculated by multiplying an agreed upon 
rate to the assets under management in the separate account, or by using some other 
metric as may be negotiated with the client.  The annual fee is mutually agreed upon by 
PCM and the client.  Criteria such as investment style, discretionary or non-
discretionary, account size, other accounts of the same client managed by PCM, 
specific investment guidelines and/or restrictions, reporting requirements and frequency, 
business relationship with the client, and other client-specific criteria are taken into 
consideration when determining the annual fee.  Clients should note that similar 
advisory services may or may not be available from other registered investment 
advisers for similar or lower fees. 

PCM’s annual fee typically ranges between 0.50% and 2.00% and the minimum initial 
account value required for a separately managed account is generally $100,000.  All 
fees and account minimums may be negotiated.  

Fees payable by advisory clients are payable in advance.  Fees will be invoiced at the 
beginning of each calendar quarter based upon the value (market value or fair market 
value in the absence of market value) of the Advisory account(s) at the end of the 
previous quarter.  The initial fee payable when an account is opened will be based on 
the initial deposit made into the account.  If a client terminates an advisory relationship 
with PCM before the end of the calendar quarter, a pro-rated refund of advisory fees will 
be made to the client. 

Compensation – Sub-Advisory Services 

PCM is compensated by PI as a sub-advisor for providing portfolio management 
services to PI’s clients participating in PCM SMAP.  Generally, PI compensates PCM 
between 0.50% and 0.65% of assets under management in the program annually.  In 
certain circumstances, PI may compensate PCM at an alternative amount based on a 
mutually agreed upon fee for a particular PCM SMAP agreement.  This amount may be 
more or less than the annualized rate of 0.50% or 0.65%. 

Compensation – Affiliated Mutual Funds and Hedge Funds 

PCM provides portfolio management for the Pinnacle Capital Management Funds Trust 
and its series portfolios (the “Funds”), which as of the date of this Brochure consists of 
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one series, the Pinnacle Capital Management Balanced Fund.  PCM may recommend 
the Funds, as suitable, to its advisory clients.  The fees that PCM receives for managing 
the Funds are separate and, in some cases, may be in addition to the fees paid to PCM 
for providing advisory services directly to a client.  The fees PCM receives for managing 
the Funds are set forth in the prospectus of the Funds, which may be obtained upon 
request. 
 
PCM provides portfolio management for the Pinnacle Aggressive Growth 
Global/Extended Fund, LP (PAGGE).  PCM may recommend PAGGE, as suitable, to its 
advisory clients.  The fees that PCM receives for managing PAGGE are separate and, 
in some cases, may be in addition to the fees paid to PCM for providing advisory 
services directly to a client.  The fees PCM receives for managing PAGGE, the 
individuals and entities permitted to invest in PAGGE and other matters relating to 
PAGGE are set forth in the offering memorandum for PAGGE. 
 
 

Other Fees and Expenses 

In most cases, PCM’s advisory fees are exclusive of brokerage commissions, 
transaction fees, and other related costs and expenses, which are paid by the client.  
Clients may incur certain charges imposed by custodians, brokers, and other third 
parties such as fees charged by managers, custodian fees, odd-lot differentials, transfer 
taxes, wire transfer and electronic fund fees, and other fees and taxes on brokerage 
accounts and securities transactions.  Mutual funds (as discussed below) and exchange 
traded funds also charge internal management fees, which are disclosed in a fund’s 
prospectus.  Such charges, fees and commissions are exclusive of and in addition to 
PCM’s fee, and PCM shall not receive any portion of these commissions, fees and other 
costs.  Hedge funds also charge management fees and other costs and expenses.   

All fees paid to PCM for investment advisory services are separate and distinct from the 
fees and expenses charged by mutual funds to their shareholders, including mutual 
funds managed by PCM.  These fees and expenses are described in each fund's 
prospectus.  These fees will generally include a management fee, other fund expenses, 
and a possible distribution fee.  If the fund also imposes sales charges, a client may pay 
an initial or deferred sales charge.  A client could invest in a mutual fund directly, 
without the services of PCM.  In that case, the client would not receive the services 
provided by PCM, which are designed, among other things, to assist the client in 
determining which mutual fund or funds are most appropriate to each client’s financial 
condition or objective.  Accordingly, the client should review both the fees charged by 
the fund and the fees charged by PCM to fully understand the total amount of fees to be 
paid by the client and to thereby evaluate the advisory services being provided.  

Item 12 further describes the factors that PCM considers in selecting or recommending 
broker-dealers for client transactions and determining the reasonableness of their 
compensation (e.g., commissions). 
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Clients will incur brokerage and other transaction costs.  Please refer to Item 12 for 
more information. 

Supervised persons of PCM may accept compensation for the sale of securities and 
other investment products, including asset based sales charges or service fees from 
mutual funds.  This practice presents a conflict of interest and may give PCM or its 
supervised persons an incentive to recommend investment products based on the 
compensation received, rather than on the client’s needs.  PI has adopted procedures 
(which apply to PCM and its supervised persons) that are intended to ensure that clients 
receive appropriate information to understand this potential conflict of interest.  In 
recommending products to its clients, PCM (or its supervised persons) may recommend 
no-load products or load products.  Clients should be aware that they have the option to 
purchase investment products that PCM recommends through other brokers or agents 
that are not affiliated with PCM.  PCM will not reduce its advisory fees to offset any 
commissions or markups that it or its supervised persons may receive. 

Item 6: Performance-Based Fees and Side-by-Side Management    

Performance-Based Fees 

With the exception of PAGGE, neither PCM nor any of its Supervised Persons 
(employees) accepts performance-based fees (fees based on a share of capital gains or 
on a capital appreciation of the assets of a client). 

Item 7: Types of Clients           

PCM provides portfolio management services to: 

- individuals, 
- investment companies, 
- pension and profit sharing plans, 
- hedge funds 
- trusts, estates, and charitable organizations, 
- corporations, insurance companies and other business entities. 

Item 8: Method of Analysis, Investment Strategies and Risk of Loss    

Method of Analysis 

PCM may use a fundamental and technical approach in its security analysis.  It may 
also utilize charting and cyclical analyses. 

PCM uses the following main sources of information: financial publications, research 
materials prepared by others, corporate rating services, annual reports, prospectuses, 
filings with the SEC, and company press releases. 
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Investment Strategies 

The investment strategy for a specific client is based upon the objectives stated by the 
client during consultations.  The client may change these objectives at any time. 

PCM utilizes a disciplined portfolio construction process designed to be broad enough 
to provide proper diversification so as to reduce unique risks while individual positions 
are sufficient enough to have a meaningful impact on the overall return of the portfolio.  
Typically, the equity portion of a portfolio will consists of 25-30 different stocks and the 
fixed-income portion will vary based on the criteria below. 

The overall allocation between equity and fixed income is determined by matching a 
particular client’s investment objectives to one of PCM’s portfolios, which include: (i) 
Aggressive Growth; (ii) Growth; (iii) Balanced; (iv) Moderate; and (v) Conservative.  
Additionally, PCM offers clients an Active Asset Allocation (“AAA”) portfolio for those 
clients who wish their portfolio to be managed according to an asset allocation strategy 
using multiple asset classes.   The AAA portfolio is constructed with exchange-traded 
funds in multiple asset classes designed to complement and be used in conjunction with 
PCM’s traditional equity investment selections. 

When selecting equity securities, PCM uses a selection process based upon a model 
that applies three core strategies to the universe of stocks in order to identify a smaller 
number of potential buy candidates.  These strategies are intended to identify individual 
securities that will minimize individual downsize risk – thereby preserving capital – and 
enhancing upside potential – thereby achieving long-term capital appreciation.  The 
strategies are: (i) “sustained growth strategy,” which identifies companies with 
characteristics that enable them to experience continued growth; (ii) “supply-demand 
strategy,” which identifies cyclical companies whose profits fluctuate significantly during 
an economic cycle due to rising and falling demand of its product; and (iii) “turn around 
strategy,” which identifies companies that compete in viable industries that have 
experienced a substantial reduction in profitability compared to their peers.  Once PCM 
applies these strategies, it establishes price targets to ensure it purchases and sells the 
stocks at appropriate prices. 

When selecting fixed-income securities, PCM considers, among other things, duration, 
yield, credit quality, maturity, current economic environment and trading environment. 

In managing PAGGE, in addition to the equity-selection criteria explained above, PCM 
will also seek to identify for PAGGE’s short allocation those securities that PCM expects 
to decline in value over a particular time period.   

Risk of Loss 

Investing in securities involves risk of loss that clients should be prepared to bear.  All 
investment programs have certain risks that are borne by the investor.  Investors face 
the following types of risks: 



  10

Market Risk 

The price of a security, bond, or mutual fund may drop (or rise in the case of shorted 
investments) in reaction to tangible and intangible events and conditions.  This type of 
risk is caused by external factors independent of a security’s particular underlying 
circumstances.  For example, political, economic and social conditions may trigger 
market events 

Interest Rate Risk 

Fluctuations in interest rates my cause investment prices to fluctuate.  For example, 
when interest rates rise, yields on existing bonds become less attractive, causing their 
market values to decline. 

Investment Advisor Risk 

PCM’s ability to choose suitable investments has a significant impact on the ability of 
the Strategies to meet their investment objectives. 

Asset Allocation Risk 

PCM’s allocations between equity and debt securities could cause accounts to 
underperform relative to benchmarks and other accounts with similar investment 
objectives. 

Inflation Risk 

When any type of inflation is present, a dollar today will not buy as much as a dollar 
next year, because purchasing power is eroding at the rate of inflation. 

Currency Risk 

Overseas investments are subject to fluctuations in the value of the dollar against the 
currency of the investment’s originating country. This is also referred to as exchange 
rate risk. 

Business Risk 

These risks are associated with a particular industry or a particular company within an 
industry.  For example, oil-drilling companies depend on finding oil and then refining it, a 
lengthy process, before they can generate a profit.  They carry a higher risk of 
profitability than an electric company, which generates income from a steady stream of 
customers who buy electricity no matter what the economic environment is like. 
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Financial Risk 

Excessive borrowing to finance a business’ operations increases the risk to profitability, 
because the company must then meet the terms of its obligations in good times and 
bad.  During periods of financial stress, the inability to meet loan obligations may result 
in bankruptcy and/or a declining market value. 

Item 9: Disciplinary Information          

Registered investment advisors are required to disclose all material facts regarding any 
legal or disciplinary events that would be material to a client’s or prospective client’s 
evaluation of PCM or the integrity of PCM’s management.  PCM has no information to 
disclose applicable to this item. 

Item 10: Other Financial Industry Activities and Affiliations     

PCM is wholly owned by Pinnacle Holding Company, LLC.   
 
Financial Industry Activities – Broker-Dealers 
 
PCM is not registered as a broker-dealer.  Several officers, supervised persons and 
other employees of PCM are also registered as representatives of its affiliated broker-
dealer, Pinnacle Investments, LLC.  
 
Financial Industry Activities – Futures and Commodities  
 
Neither PCM nor any of its management persons is registered as, or associated with, a 
futures commission merchant, commodity pool operator, or a commodity trading 
advisor. 
 
Investment Company and Hedge Fund 
 
PCM provides portfolio management for the Pinnacle Capital Management Funds Trust 
and its mutual fund, the Pinnacle Capital Management Balanced Fund.  PCM and 
Pinnacle Capital Management Funds have the same Chief Compliance Officer who 
monitors the policies and procedures related to advisory and sub-advisory clients to see 
to it that no advisory and sub-advisory client is disadvantaged in regards to securities 
selection, trading or Code of Ethics requirements. 
 
PCM also provides portfolio management for PAGGE, a private fund that is not an 
investment company (mutual fund) and whose shares are not registered under the 
federal securities laws.   
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Broker/Dealer 
 
Pinnacle Investments, LLC 
 
PCM is affiliated through common ownership and control with Pinnacle Investments, 
LLC ("PI"), a FINRA registered broker-dealer and SEC-registered investment advisor.  
PCM shares rent and certain administrative costs with PI.  PCM may recommend PI to 
clients in need of brokerage services.  Several officers, supervised persons and other 
employees of PCM are also registered as representatives of or are employees of PI.  
 
By executing a client transaction through PI, affiliates of PCM will receive separate, yet 
customary, additional compensation.  PI, through which PCM may execute client 
securities transactions, may from time to time refer clients to PCM.  PCM may 
compensate PI for these client referrals through payment of an ongoing referral fee.  
PCM will not make commitments to compensate PI through brokerage or dealer 
transactions for client referrals; a conflict of interest, however, may arise between the 
client's interest in obtaining best price and execution and PCM's interest in receiving 
future referrals.  Under such circumstances, clients should be aware of their various 
brokerage options as described in Item 12 below.  PCM is aware of the special 
considerations promulgated under Section 206(4)-3 of the Investment Advisers Act of 
1940.  As such, appropriate disclosure shall be made, and all applicable Federal and 
State laws will be observed.  While PCM endeavors at all times to put the interests of its 
clients first as part of its fiduciary duty, clients should be aware that the receipt of 
additional compensation itself creates a conflict of interest, and may affect the judgment 
of PCM when making recommendations. 
 
Keith Zanders PCM’s Chief Compliance Officer, Robert Cuculich, a Senior Fixed 
Income Analyst with PCM, and Elizabeth N. Bartlett, a solicitor for PCM, are employed 
and compensated by PI. 
 
Insurance Agency 
 
Confidential Planning Corporation, LLC DBA Pinnacle Solutions 
 
PCM is affiliated through common ownership and control with Confidential Planning 
Corporation, LLC.  Confidential Planning Corporation, LLC is a life insurance agency.  
The services provided by Confidential Planning Corporation, LLC are separate and 
distinct from the advisory services provided by PCM, and are offered for separate 
compensation.   
 
Investment Advisors  
 
Pinnacle Investments, LLC 
 
PCM is affiliated with Pinnacle Investments, LLC (“PI”), a FINRA registered broker-
dealer and an SEC-registered investment advisor.  See above for a discussion of PI.  
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LakeWater Capital Management, LLC (LCM) 
 
 LCM manages the LakeWater Total Return Opportunity Fund, a private investment 
fund for accredited investors.  As part of the Service Agreement between PCM and 
LCM, PCM provides back office operations, administrative support, IT infrastructure  
and communications capabilities to LCM.  In addition, PCM and LCM share office 
space, rent, and certain administrative costs.  The services provided by LCM are 
separate and distinct from the advisory services provided by PCM, and are offered for 
separate compensation.  PCM may refer clients to LCM; conversely, LCM may refer 
clients to PCM.  PCM may receive additional compensation from LCM for referrals that 
result in investment in LCM’s fund, and PCM may engage LCM as a sub-advisor.  While 
PCM endeavors at all times to put the interest of its clients first as part of its fiduciary 
duty, clients should be aware that the receipt of additional compensation itself creates a 
conflict of interest, and may affect the judgment of PCM when making 
recommendations. 
 
Pinnacle Advisors, LLC 
 
PCM is also affiliated with Pinnacle Advisors, LLC.  Pinnacle Advisors, LLC is a SEC-
registered investment advisor.  The advisory services provided by Pinnacle Advisors, 
LLC are separate and distinct from the advisory services provided by PCM, and are 
offered for separate compensation.  PCM may refer clients to Pinnacle Advisors, LLC.  
Pinnacle Advisors, LLC may refer clients to PCM. 
 
Confidential Planning I, LLC 
 
PCM is affiliated through common ownership and control with Confidential Planning I, 
LLC.  Confidential Planning I, LLC is a SEC-registered investment advisor.  The 
advisory services provided by Confidential Planning I, LLC are separate and distinct 
from the advisory services provided by PCM, and are offered for separate 
compensation.  .  PCM may refer clients to Confidential Planning I, LLC.  Confidential 
Planning I, LLC may refer clients to PCM. 

Item 11: Code of Ethics           

Code of Ethics  

All PCM employees must comply with a Code of Ethics and Insider Trading Policy.  The 
purpose of the Code is to preclude activities that may lead to or give the appearance of 
conflicts of interest, insider trading and other forms of prohibited or unethical business 
conduct.  The Code describes PCM’s high standard of business conduct, and its 
fiduciary duty to its clients.  The Code’s key provisions include: 

- Statement of General Principles 
- Policy on and reporting of Personal Securities Transactions 
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- A prohibition on Insider Trading 
- Restrictions on the acceptance of significant gifts 
- Procedures to detect and deter misconduct and violations 
- Requirement to maintain confidentiality of client information 

Keith Zanders, Chief Compliance Officer, reviews all employee trades each quarter.  His 
trades are reviewed by Stephen Fauer, Chief Investment Officer.  These reviews ensure 
that personal trading does not affect the markets and that clients of PCM receive 
preferential treatment. 
 
PCM employees must acknowledge the terms of the Code when hired and at least 
annually thereafter.  Any individual not in compliance with the Code may be subject to 
discipline. 
 
Clients and prospective clients can obtain a copy of PCM’s Code of Ethics by contacting 
Keith Zanders at (315) 234-9716 or invest@pcm-advisors.com.  

Participation or Interest in Client Transactions and Personal Trading  

Individuals associated with PCM may buy or sell securities for their personal accounts 
identical to or different than those recommended to clients.  It is the express policy of 
PCM that no person employed by PCM shall prefer his or her own interest to that of an 
advisory or sub-advisory client or make personal investment decisions of advisory 
clients.  To supervise compliance with its Code of Ethics, PCM requires that anyone 
associated with PCM’s advisory practice with access to advisory recommendations 
provide annual securities holdings reports and quarterly transaction reports to the firm's 
Chief Compliance Officer.  PCM requires such access persons to also receive approval 
from the Chief Compliance Officer prior to investing in any individual stocks, bonds, 
IPOs or private placements (limited offerings). 

PCM requires that all individuals must act in accordance with all applicable Federal and 
State regulations governing registered investment advisory practices.  PCM's Code of 
Ethics further includes the firm's policy prohibiting the use of material non-public 
information.  Any individual not in observance of the above may be subject to discipline. 

Item 12: Brokerage Practices          

Research and Other Soft Dollar Benefits  

PCM may receive research reports from various broker-dealers.  The receipt of such 
reports is not directly connected to the recommendation of brokerage/custody service to 
advisory clients, but does create a possible conflict of interest of which clients should be 
aware in assessing PCM's recommendations.  PCM does not engage in soft dollar 
arrangements with any broker in which it receives research or other benefits from a 
broker in exchange for paying higher commission costs.  PCM may from time to time 
compensate, either directly or indirectly, any person (defined as a natural person or 
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company) for client referrals.  PCM is aware of the special considerations promulgated 
under Section 206(4)-3 of the Investment Advisors Act of 1940 and similar state 
regulations.  As such, appropriate disclosure shall be made, all written instruments will 
be maintained by PCM and all applicable Federal and/or State laws will be observed.  
As disclosed in Item10 and in this Item 12, PCM may compensate PI for client referrals 
to PCM through payment of an ongoing referral fee.  PCM will not make commitments 
to compensate PI though brokerage or dealer transactions for client referrals; a conflict 
of interest, however, may arise between the client's interest in obtaining best price and 
execution and PCM's interest in receiving future referrals. 

Brokerage for Client Referrals  

PI, through which PCM may execute client securities transactions, may from time to 
time refer clients to PCM.  PCM may compensate PI for client referrals to PCM through 
payment of an ongoing referral fee.  PCM will not make commitments to compensate PI 
though brokerage or dealer transactions for client referrals; a conflict of interest, 
however, may arise between the client's interest in obtaining best price and execution 
and PCM's interest in receiving future referrals. 

On occasion, PCM may receive a client referral from a broker-dealer (other than PI) that 
PCM uses to execute clients’ securities transactions.  PCM may use such broker-dealer 
subject to PCM’s duty to seek best execution on clients’ transactions.  PCM does not 
direct commissions to compensate for referrals. 

 
Directed Brokerage  

As PCM will not typically have the discretionary authority to determine the broker-dealer  
to be used or the commission rates to be paid, clients must direct PCM as to the broker-
dealer to be used.  In directing the use of a particular broker or dealer, it should be 
understood that PCM will not have authority to negotiate commissions among various 
brokers or obtain volume discounts, and best execution may not be achieved.  In 
addition, a disparity in commission charges may exist between the commissions paid by 
other clients.  For clients in need of brokerage services, PCM will generally recommend 
the use of an affiliated broker-dealer, PI, with which it is affiliated through common 
control and ownership.  Clients, however, are not under any obligation to effect trades 
through any recommended broker.  The factors considered by PCM when making this 
recommendation are, among other factors, (i) the broker’s ability to provide professional 
services; (ii) PCM’s experience with the broker; (iii) the broker’s reputation; and (iv) the 
broker’s quality of execution services and cost of such services. 

As part of the wrap fee program, all transactions in PCM SMAP will be executed by PI.  
As disclosed in Item 10 above, PI is a FINRA member broker-dealer affiliated through 
common ownership and control with PCM.  Clients should be aware that by executing 
client transactions through PI, affiliates of PCM will receive separate, yet customary, 
additional compensation. Clients should be aware that the receipt of additional 
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compensation itself creates a conflict of interest, and may affect the judgment of PCM 
when making recommendations.  As an introducing broker-dealer, PI typically clears its 
transactions through National Financial Services, LLC ("NFS"), a FINRA-registered 
broker-dealer and affiliate of Fidelity Brokerage Services, LLC.  Thus, by recommending 
PI for brokerage services, PCM is also indirectly recommending NFS for broker-dealer 
services.  PCM reserves the right to decline acceptance of any client account that 
directs the use of a broker-dealer if PCM believes that the broker-dealer would 
adversely affect PCM's fiduciary duty to the client and/or ability to effectively service the 
client portfolio. 

Trade Aggregation  

PCM may execute block trades where possible and when advantageous to clients.  This 
blocking of trades permits the trading of aggregate blocks of securities composed of 
assets from multiple clients' accounts.  Transaction costs may or may not be shared 
equally and on a pro-rated basis between all accounts included in any such block.  
Block trading allows PCM to execute equity trades in a more timely, equitable manner 
and may reduce overall commission charges to clients.  PCM may not be able to block 
trades for client accounts who direct the use of a broker other than PI, and therefore a 
disparity in commission charges may exist between directed brokerage and 
discretionary brokerage clients. 

Item 13: Review of Accounts          

While the underlying securities within a client’s account are continuously monitored, 
these accounts are reviewed at least quarterly by PCM’s Investment Management 
Team or a member of PCM’s Investment Management Team.  Advisory accounts are 
reviewed in the context of each client’s stated investment objectives and guidelines that 
may have been provided as well as in the context of the investment products held in the 
account.  Sub-advisory accounts are reviewed in the context of the portfolio strategy 
selected in the PCM SMAP agreement or subsequent written instructions received from 
the advisor, client or the client’s Financial Advisor.  Changes in variables such as 
market, political, and/or economic circumstances, or changes in a client's individual 
financial objectives, circumstances, or portfolio strategy may trigger more frequent 
reviews. 

In addition to the statements and transaction confirmations that clients receive from their 
broker-dealer and/or custodian, upon request, PCM will provide quarterly reports 
summarizing account performance, balances and holdings.  In some cases, clients may 
receive more or less frequent reports if contracted for at the inception of the advisory 
relationship. 

Item 14: Client Referrals and Other Compensation       

As disclosed in Item 10, PCM may compensate PI for client referrals through the 
payment of an ongoing referral fee. 
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Additionally, PCM may enter into solicitation agreements with individuals who are 
independent contractors.  PCM will pay finders’ fees to these independent contractors 
on an ongoing basis as long as PCM manages the client accounts that were solicited.  
Clients that open accounts with PCM under this arrangement will receive disclosure 
documents detailing the arrangement at the time the account documents are signed and 
may pay fees that are greater than those shown in the Fee Schedules described in Item 
5. 

Item 15: Custody            

Fee Debiting  

Clients may authorize PCM (in the client agreement) to debit fees directly from the 
client’s account at the broker-dealer, bank or other qualified custodian (“custodian”).  
Client investment assets will be held with a custodian agreed upon by the client and 
PCM.  The custodian is advised in writing of the limitations of PCM’s access to the 
account.  The custodian sends a statement to the client, at least quarterly, indicating all 
amounts disbursed from the account including the amount of advisory fees paid directly 
to PCM. 

While PCM will assist clients in establishing and maintaining accounts at the custodian, 
PCM shall have no responsibility or liability with respect to custodial arrangements or 
the acts, omissions or other conduct of the custodian. 

Account Statements  

As described above and in Item 13, clients receive at least quarterly statements from 
the broker-dealer, bank or other qualified custodian that holds and maintains client’s 
investment assets.  Clients are urged to carefully review such statements and compare 
such official custodian records to the account statements or other reports that PCM 
provides.  PCM statements may vary from custodial statements based on accounting 
procedures, reporting dates, or valuation methodologies or certain securities. 

Item 16: Investment Discretion          

For discretionary clients, PCM requests that it be provided with written authority to 
determine which securities and the amounts of securities that are bought and sold.  
From time to time, clients may also provide PCM with written authority to determine the 
broker-dealer to use for client transactions and the commission costs that will be 
charged to clients for these transactions.  Any limitations on the discretionary authority 
shall be included in this written authority statement.  Clients may change/amend these 
limitations as required.  Such amendments shall be submitted in writing. 

Although PCM will typically not accept discretionary brokerage authority on behalf of its 
clients, certain clients may, from time to time, provide PCM with written authority to 
determine the broker-dealer to use for client transactions and the commission costs that 
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will be charged to our clients for these transactions.  For these clients, PCM will 
endeavor to select those brokers or dealers which will provide the best services at the 
lowest commission rates possible.  The reasonableness of commissions is based on the 
broker’s ability to provide professional services, competitive commission rates, 
research, financial responsibility, responsiveness to PCM and other service attributes 
that will help PCM in providing the investment management services to clients.  PCM 
may, therefore, recommend (or use) a broker who provides useful securities transaction 
services even though a lower commission may be charged by a broker which PCM 
believes offers less securities transactions assistance.  Research services may be 
useful in servicing all PCM clients, and not all such research may be useful for the 
account for which the particular transaction was effected.  

 As disclosed above, PI is a FINRA member broker-dealer affiliated through common 
ownership and control with PCM.  PCM may execute client securities transactions 
through PI pursuant to its discretionary authority granted by the client.  Clients should 
be aware that by executing client transactions through PI, affiliates of PCM receive 
separate, yet customary, additional compensation.  Clients should be aware that the 
receipt of additional compensation itself creates a conflict of interest, and may affect the 
judgment of PCM when making recommendations.  Moreover, PCM may, from time to 
time, compensate PI for client referrals through payment of an ongoing referral fee.   

PCM will not make commitments to compensate PI through brokerage or dealer 
transactions for client referrals; a potential conflict of interest, however, may arise 
between the client’s interest in obtaining best price and execution and PCM’s interest in 
receiving future referrals.  Under such circumstances, clients should be aware of their 
various brokerage options, including utilizing the services of the referring broker, 
choosing another broker via a “Directed Brokerage” arrangement (as described above) , 
or utilizing another firm recommended by PCM to provide custody and execution 
services.  PCM is aware of the special considerations promulgated under Section 
206(4)-3 of the Investment Advisers Act of 1940.  As such, appropriate disclosure shall 
be made and all applicable Federal and State laws will be observed. 

Item 17: Voting Client Securities         

As a matter of firm policy and practice, PCM generally has authority to and does vote 
proxies on behalf of advisory clients unless the client has not granted that authority to 
PCM.  Clients who do not grant this authority retain the responsibility for receiving and 
voting proxies for any and all securities maintained in the client portfolios.  However, 
PCM may provide advice to clients regarding the clients' voting of proxies. 

Insofar as PCM is obligated to vote proxies for its clients the following policies apply: 

PCM, as a matter of policy and as a fiduciary to clients, has responsibility for voting 
proxies for portfolio securities consistent with the best economic interest of the clients.  
PCM maintains written policies and procedures as to the handling, research, voting and 
reporting of proxy voting and makes appropriate disclosures about the firm’s proxy 
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policies and practices.  PCM’s policy and practice include the responsibility to monitor 
corporate actions, receive and vote client proxies and disclose any potential conflicts of 
interest as well as making information available to clients about the voting of proxies for 
their portfolio securities and maintaining relevant and required records.  In the absence 
of specific voting guidelines from the client, PCM will vote proxies in the best interest of 
each particular client.  PCM’s policy is to vote all proxies from a specific issuer the same 
way for each client absent qualifying restrictions from a client.  Clients are permitted to 
place a reasonable restriction on PCM’s voting authority in the same manner that they 
may place such restrictions on the actual selection of account securities. 

PCM will identify any conflicts that exist between the interest of the advisor and the 
client by reviewing the relationship of PCM with the issuer of each security to determine 
if PCM or any of its employees has any financial, business or personal relationship with 
the issuer.  If a material conflict of interest exists, Stephen Fauer will determine whether 
it is appropriate to disclose the conflict to the affected clients, to give the clients an 
opportunity to vote the proxies themselves, or to address the voting issue through other 
objective means such as voting in a manner consistent with a predetermined voting 
policy or receiving an independent third party voting recommendation.  PCM will 
maintain a record of the voting resolution of any conflict of interest. 

Clients may request a full copy of this policy or information regarding how proxies 
relating to their securities were voted by contacting Stephen Fauer at (315) 234-9716 or 
invest@pcm-advisors.com. 

Item 18: Financial Information          

PCM is required in this item to provide certain financial information or disclosures about 
PCM’s financial condition.  PCM has no financial commitment that impairs its ability to 
meet contractual and fiduciary commitments to clients, and has not been the subject of 
a bankruptcy proceeding. 

PCM is not required to provide a balance sheet; PCM does not require prepayment of 
fees of more than $1,200 per client, and six months or more in advance. 
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Educational Background and Business Experience 

Advisory persons associated with PCM must possess, minimally, a college degree 
and/or appropriate business experience and all required licenses. 

Supervised Persons 

Stephen Fauer, CFA,  Chief Investment Officer (since 2006), was born in 1959, and 
holds a Masters of Business Administration (MBA) from New York University Stern 
School of Business (1984) and a Bachelor of Science (BS), System Science, Michigan 
State University (1981).  From 2004 to 2006, Mr. Fauer was Director of Research at 
J.W. Burns & Company, Inc.  Mr. Fauer earned the professional distinction of Chartered 
Financial Analyst (CFA) in 1987. 

Joseph Masella  Chief Executive Officer (October, 2011), was born in 1950, and holds 
a Juris Doctor (JD) from Rutgers University (1974) and is a Phi Beta Kappa graduate 
(BA) from Rutgers (1974).  Mr. Masella has 35 years of experience in the life insurance 
and related financial services industries. Having served in numerous senior executives 
positions, his responsibilities have spanned marketing, sales, investments, compliance, 
legal, corporate governance, government relations and risk management. While 
involved in product-development, Masella brought the first equity-indexed annuity to 
market in New York State. 

Elizabeth N. Bartlett, Solicitor (since 2012), was born in 1980 and holds a Bachelor of 
Arts Degree from Ithaca College and has been an employee of Pinnacle Investments, 
LLC since 2005. 

Robert Cuculich, Senior Fixed Income Analyst (since 2006), was born in 1956, and 
holds a Masters of Business Administration (MBA) (1982) as well as a Bachelor of 
Science Degree (1978) from Syracuse University.   

Kevin McClelland, Financial Analyst, (since 2010), was born in 1986, and received a 
Bachelor of Science Degree (BS) in Finance from Providence College in 2008.  Mr. 
McClelland was a business analyst with Pinnacle Investments, LLC from 2008 to 2010 

Mark Stanczyk, Director of Sales and Marketing, (since 2012), was born in 1953, and 
received a Bachelor of Arts Degree in Government from the University of Notre Dame 
and a Masters in Public Administration from the Maxwell School of Syracuse University.  
Mr. Stanczyk holds Series 7 and 63 licenses and is a licensed life insurance agent.  Mr. 
Stanczyk was a financial advisor at Pinnacle Investments, LLC from 2006 to 2012.      

Keith Zanders, Chief Compliance Officer (since 2011), was born in 1972, and holds a 
Masters of Business Administration (MBA) from the University of Virginia Darden School 
of Business (2004) and a Bachelor of Science Degree (1994) from Syracuse University.   
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Disciplinary Information 

Neither PCM nor any Supervised Person has been involved in any activities resulting in 
a disciplinary disclosure. 

Other Business Activities 

A discussion on other business activities, compensation received and any material 
conflicts is provided in Form ADV Part 2A Item 10. 

Additional Compensation 

A discussion of additional compensation is provided in Form ADV Part 2A Item 10. 

Supervision 

Joseph Masella, Chief Executive Officer, and Stephen Fauer, Chief Investment Officer, 
supervise all persons named in this Form ADV Part 2B Investment Adviser Brochure 
Supplement.  Supervision takes place through regular staff, investment and other ad 
hoc meetings.  In addition, Keith Zanders, Chief Compliance Officer, regularly reviews 
client reports, emails, and trading as well as employees’ personal securities 
transactions and holding reports.  Mr. Masella or Mr. Fauer may be reached at (315) 
234-9716 or invest@pcm-advisors.com 
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