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Item 2 Material Changes

'This Brochure provides you with a summary of Pennant Management’s advisory services and fees
p y ry g y 5

professionals, certain business practices and policies, as well as actual or potential conflicts of

interest, among other things. The disclosure in this Item 2 is used to provide our clients with a

summary of new and/or updated information in the Brochure. We will inform you of the

revision(s) based on the nature of the information as follows:

1.

Annual Update: We are required to update certain information at least annually, within 90
days of our firm’s fiscal year end (“FYE”) of December 31. We will provide you with either a
summary of the revised information with an offer to deliver the full revised Brochure within
120 days of our FYE or we will provide you with our revised Brochure that will include a
summary of those changes in this Item 2.

Material Changes: Should a material change in our operations occur, depending on its nature
we will promptly communicate this change to clients (and it will be summarized in this Item
2). “Material changes” requiring prompt notification will include changes of ownership or
control; location; disciplinary proceedings; significant changes to our advisory services or
advisory affiliates — any information that is critical to a client’s full understanding of who we
are, how to find us, and how we do business.

The following summarizes new or revised disclosures based on information previously

provided in our Brochure dated September 29, 2014:

Pennant Management has liquidated both series of the USFS Funds Trust (the “Trust”), the
USFS Funds Limited Duration Government Fund and the USFS Funds Tactical Asset
Allocation Fund (the “Mutual Funds”). As a result, all disclosures referencing the Mutual Funds
have been removed. This includes deletions in Items 4, 5, 10, 11 and 13.

Additionally, Pennant Management discontinued its Repurchase Agreement Program. Due to
the closure of this program, all references to it have been removed, including deletions in Items
4,5,8,10,11 and 13.

Salem Trust Company, an affiliate of Pennant Management, as trustee to Salem Trust Short
Term Investment Fund (the “STIF”), liquidated the STIF. Pennant Management no longer
serves as investment manager to the STIF. All disclosures referencing Pennant Management’s
collective investment fund (“CIF”) portfolio management services have been removed, as this
was the only CIF for which Pennant Management provided those services. Therefore, deletions
have been made in Items 4, 5 and 13.

Pennant Management terminated its financial consulting service, CFO a la Carte™. All
disclosures regarding Pennant Management’s financial consulting services have been removed.
This includes deletions in Items 4, 5 and 13.

Finally, a disclosure has been added in Item 18 addressing Pennant Management’s current
financial condition.
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Item 4 Advisory Business

Pennant Management is located in Milwaukee, Wisconsin and is an investment adviser registered
with and regulated by the SEC.

Mark A. Elste, CFA, founded Pennant Management in 1992 as an employee-owned, entrepreneurial
enterprise. In 2004, Pennant Management became a wholly owned subsidiary of U.S. Fiduciary
Services, Inc., an employee-owned financial services holding company. The U.S. Fiduciary Services,
Inc. Employee Stock Ownership Plan (“USFS ESOP”) holds all of the outstanding stock of U.S.
Fiduciary Services, Inc. Colin Henderson, President of Strategic Investment Counsel Corporation,
serves as trustee of the USFS ESOP.

Pennant Management offers the following advisory services to our clients:
SEPARATELY-MANAGED PORTFOLIOS

Our firm provides advice regarding the investment of funds to clients of Pennant Management, as
well as clients of our affiliated trust companies, GreatBanc Trust Company, principally located in
Lisle, Illinois, and Salem Trust Company, principally located in Tampa, Florida. Depending on the
needs of each client, we may provide this advice on an investment supervisory or non-investment
supervisory basis. If a client chooses to have Pennant Management provide investment supervisory
services we will provide continuous and regular advice related to the investment management of the
client’s account based on the client’s individual needs. If a client chooses to have Pennant
Management provide non-investment supervisory services, we will provide investment management
services related to the client’s account, but only at the client’s request and not on a continuous and
regular basis.

When Pennant Management provides investment supervisory services, we conduct personal
discussions in which goals and objectives based on a client’s particular circumstances are established,
we develop a client’s personal investment policy and create and manage a portfolio based on that
policy. During our data-gathering process, we determine the client’s individual objectives, time
horizons, risk tolerance, and liquidity needs. As appropriate, we also review and discuss a client’s
prior investment history, as well as family composition and background. We manage these advisory
accounts on either a discretionary or non-discretionary basis. Account supervision is guided by the
client’s stated investment objectives, as well as tax considerations.

When Pennant Management provides non-investment supervisory services, we conduct personal
discussions in which goals and objectives based on a client’s particular circumstances are established.
In addition, we determine both frequency and type of advice the client wishes Pennant Management
to provide. Since each client’s situation and advising needs are unique, we strive to provide a
customized investment advisory solution. We manage these advisory accounts on a non-
discretionary basis.



Whether Pennant Management provides investment supervisory or non-investment supervisory
services, clients may impose reasonable restrictions on investing in certain securities, types of
securities, or industry sectors. Our investment recommendations are not limited to any specific
product or service and will generally include advice regarding the following securities:

e Common stock;

e DPreferred stock;

e Corporate debt securities (other than commercial paper);

e Commercial paper;

e Repurchase agreements;

e Certificates of deposit;

e Municipal securities;

e SBA 504 first lien loans

e Investment company securities (i.e., open-end and closed-end mutual funds);
e Exchange-traded funds (ETFs);

e U.S. government securities;

e Options contracts on securities;

e Interests in partnerships investing in real estate;

e Interests in partnerships investing in oil and gas interests; and

e Interests in partnerships investing in equity and mezzanine finance.

Because some types of investments involve certain additional degrees of risk, they will only be
implemented/recommended when consistent with the client’s stated investment objectives,
tolerance for risk, liquidity and suitability.

MODEL PORTFOLIO MANAGEMENT

Through our affiliated trust companies, GreatBanc Trust Company and Salem Trust Company,
Pennant Management provides portfolio management services to clients using model asset
allocation portfolios pursuant to a sub-advisory agreement with each respective trust company.
Each model portfolio is designed to meet a particular investment objective.

Growth The growth objective contains accounts with active equity and bond
management engaging in the use of ETFs and open-end and closed-end
mutual funds. Portfolio asset weight of equities is greater than or equal to
75%.

Growth/Income The growth/income objective contains accounts with active equity and
bond management engaging in the use of ETFs and open-end and closed-
end mutual funds. Portfolio asset weight of equities is between 55% and
75%.



Income/Growth The income/growth objective contains accounts with active equity and
bond management engaging in the use of ETFs and open-end and closed-
end mutual funds. Portfolio asset weight of equities is between 35% and
55%.

Income The income objective contains accounts with active equity and bond
management engaging in the use of ETFs and open-end and closed-end
mutual funds. Portfolio asset weight of equities is less than or equal to

35%.

Short Term Bond The short term bond objective contains accounts with active short-term
bond management engaging in the use of ETFs and open-end and closed-
end mutual funds. The composite portfolios are engaged in high quality
bond portfolio management with an average maturity between 1 and 5

years.

We manage these advisory accounts on a discretionary basis. Account supervision is guided by the
client’s stated investment objectives. The target equity weight for any of the objectives having an
equity component can be established at 10% increments within the equity weight range established
for each objective. For example, if it is determined that Growth/Income is the suitable objective for
a client, the target equity weight may be set at 10% increments anywhere in the range of 55% — 75%.

A client services officer from either GreatBanc Trust Company or Salem Trust Company conducts
personal discussions with the client to establish the client’s goals and objectives and to determine if
the model portfolio is suitable to the client’s circumstances. Once the officer determines the
suitability and investment objectives, the portfolio is managed based on the portfolio’s goal. Clients
have the opportunity to place restrictions on the types of securities to be held in a model account.
Clients do retain individual ownership of all securities.

Because investments involve degrees of risk, they will only be recommended and implemented when
consistent with the client’s stated investment objectives, tolerance for risk, liquidity and suitability.

CLOSED-END FUND PORTFOLIO MANAGEMENT

Pennant Management provides discretionary portfolio management services to The 504 Fund, f/k/a
The Pennant 504 Fund (the “Closed-end Fund”), a Delaware statutory trust registered under the
1940 Act as a closed-end, non-diversified management investment company. Pennant Management
serves as the investment manager to the Closed-end Fund and continuously manages the Closed-end
Fund’s assets based on the investment objectives and strategies as outlined in the Closed-end Fund’s
prospectus.

Pennant Management receives an advisory fee (“Fee”) according to the fee schedules listed in the
Closed-end Fund’s prospectus. Clients can view the prospectus reports and other information



about the Fund on the EDGAR Database on the SEC’s website at http://www.sec.gov. The Fee is
calculated as a percentage of the Closed-end Fund’s average daily net assets. Contractual caps may
result in fee waivers and expense reimbursements by Pennant Management. After an initial two-year
term, the Closed-end Fund’s Board of Trustees will review the advisory contract and Fees annually.

Prior to making any investment in the Closed-end Fund, investors and prospective investors should
carefully review the fund documents for a comprehensive understanding of the applicable terms and
conditions.

PORTFOLIO CONSULTING SERVICES

Pennant Management also provides several portfolio consulting services separately or in
combination. Clients for these services may include employee stock ownership plans, profit sharing
and 401(k) plans, individuals, trusts, estates, banks, and charitable organizations. These portfolio
consulting services are comprised of the following services:

Investment Policy Statement Preparation (hereinafter referred to as “IPS”):

We will work with the client to determine the client’s investment objectives and an appropriate
investment strategy designed to meet those objectives. Our firm then prepares a written IPS
detailing those objectives and investment strategy. The IPS also lists the criteria for selection of
investment vehicles as well as the procedures and timing interval for monitoring of investment
performance.

Investment Performance Monitoring:

Based on established procedures and timing intervals, we continually monitor securities held in
certain retirement plans for which our affiliated trust companies serve in a fiduciary capacity.
Although our firm is typically not involved in the purchase or sale of these investments, we
supervise these portfolios and will make recommendations to our affiliates as market factors or the
underlying fundamentals of the securities dictate.

Third-Party Money Manager Review and Monitoring:

Our firm provides services to our affiliated trust companies related to the review and monitoring of
third-party money managers in connection with certain collective investment funds managed by
those trust companies. Pennant conducts initial and ongoing due diligence on the managers,
monitors the performance of the managers and makes recommendations regarding the managers’
services to the collective investment funds and trust companies to support the fulfillment of their
fiduciary duties.



Employee Communications:

For pension, profit sharing and 401 (k) plan clients with individual plan participants exercising
control over assets in their own accounts (“self-directed plans”), we may provide quarterly
educational support and investment workshops designed for the plan participants. The nature of
the topics to be covered will be determined in consultation with the client under the guidelines
established in ERISA Section 404(c). The educational support and investment workshops will not
provide plan participants with individualized, tailored investment advice or individualized, tailored
asset allocation recommendations.

AMOUNT OF MANAGED ASSETS

As of December 31, 2014, Pennant Management was managing $288,615,756 of clients’ assets on a
discretionary basis plus $29,169,144 of clients’ assets on a non-discretionary basis, resulting in
regulatory assets under management of $317,784,900.

Item 5 Fees and Compensation

The following description of fees and compensation applies to clients having investment advisory
agreements directly with Pennant Management. GreatBanc Trust Company and Salem Trust
Company, both affiliated entities of Pennant, have separate fee arrangements for their client
accounts. Pennant Management may serve as sub-adviser to GreatBanc Trust Company and Salem
Trust Company accounts and is compensated for services provided to these affiliates through sub-
advisory agreements with the respective trust company.

SEPARATELY-MANAGED PORTFOLIO FEES

The annualized fee for separately-managed portfolio services is charged as a percentage of assets
under management, according to the following schedule:

PORTFOLIO MANAGEMENT FOR INDIVIDUALS

Market Value of Assets Annual Fee

First $250,000 1.25% of Market Value
Next $750,000 0.90% of Market Value
Balance 0.65% of Market Value

An account minimum of $100,000 is required for this service. This account size may be negotiable
under certain circumstances. Pennant Management may aggregate certain related client accounts for
the purposes of achieving the minimum account size and determining the annualized fee.



CASH MANAGEMENT AND BOND PORTFOLIO
MANAGEMENT FOR INSTITUTIONS

Market Value of Assets Annual Fee
Balance 0.25% of Market Value
Minimum Annual Fee $5,000

An account minimum of $1,000,000 is required for this service. This account size may be negotiable
under certain circumstances. Pennant Management may aggregate certain related client accounts for
the purposes of achieving the minimum account size and determining the annualized fee.

BALANCED AND EQUITY PORTFOLIO
MANAGEMENT FOR INSTITUTIONS

Market Value of Assets Annual Fee

First $100,000,000 0.35% of Market Value
Balance 0.18% of Market Value
Minimum Annual Fee $14,000

An account minimum of §1,000,000 is required for this service. This account size may be negotiable
under certain circumstances. Pennant Management may aggregate certain related client accounts for
the purposes of achieving the minimum account size and determining the annualized fee.

Fee Payment: Clients may choose to have fees deducted from their assets or they may choose to
be invoiced directly. Fees are typically charged on a quarterly basis unless the client chooses a
different payment frequency. In addition, fees will typically be charged in advance unless the client
chooses to have them charged in arrears.

Limited Negotiability of Advisory Fees: Although Pennant Management has established the
aforementioned fee schedule(s), we retain the discretion to negotiate alternative fees on a client-by-
client basis. Client facts, circumstances and needs are considered in determining the fee schedule.
These include the complexity of the client, assets to be placed under management, anticipated future
additional assets, related accounts, portfolio style, account composition and account reporting
obligations, among other factors. The specific annual fee schedule is identified in the contract
between the adviser and each client.

Discounts, not generally available to our advisory clients, may be offered to family members and
friends of associated persons of our firm.



MODEL PORTFOLIO MANAGEMENT FEES

Model Portfolio Management Services are provided through Pennant Management’s affiliates,
GreatBanc Trust Company and Salem Trust Company. Fees for this service are determined by our
affiliates based on their pricing policies and shared with clients based on their procedures. Pennant
Management is compensated pursuant to a sub-advisory agreement with each respective trust
company.

CLOSED-END FUND PORTFOLIO MANAGEMENT FEES

Pennant Management receives an advisory fee from the Closed-end Fund at a specified annual
percentage rate of the average daily net assets. Additional information about the fees charged to the
Closed-end Fund can be found in the Fund’s prospectus, which is available on the EDGAR
Database on the SEC’s website at http://www.sec.gov

The advisory fees charged to the Closed-end Fund are equal to 2.00% on the average daily net
assets.

When Pennant Management determines to invest part or all of a discretionary account in the
Closed-end Fund, the account will pay the Closed-end Fund fees and expenses, as well as Pennant
Management’s investment advisory fee as described in the fee schedules listed above. Pennant
Management may also invest in unaffiliated open-end and closed-end funds, ETFs, or similar
investments on behalf of client accounts. Clients whose assets are invested in such securities will
pay both a direct investment advisory fee to Pennant Management and the proportionate share of
the fund’s expenses, including the investment management fees to the fund’s investment advisor.
Please refer to the respective fund’s prospectus for more information.

PORTFOLIO CONSULTING SERVICES FEES

Pennant Management’s Portfolio Consulting Services fee is determined based on the nature of the
services being provided and the complexity of each client’s circumstances. Our Portfolio Consulting
Services fees are negotiable and may be calculated and charged on either an houtly or fixed fee basis.
All fees are agreed upon prior to entering into a contract with any client.

GENERAL INFORMATION

Termination of the Advisory Relationship: A client agreement may be canceled at any time, by

either party, for any reason upon receipt of 30 days’ written notice. As disclosed above, certain fees
are paid in advance of services provided. Upon termination of any account, any prepaid, unearned

fees will be promptly refunded. In calculating a client’s reimbursement of fees, we will pro rate the

reimbursement according to the number of days remaining in the billing period.
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Mutual Fund Fees: All fees paid to Pennant Management for investment advisory services are
separate and distinct from the fees and expenses charged by mutual funds and/or ETFs to their
shareholders. 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 our services. In that case, the client would not receive the
services provided by our firm 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 situation and
objectives. Accordingly, the client should review both the fees charged by the funds and our fees to
fully understand the total amount of fees to be paid by the client and to thereby evaluate the
advisory services being provided.

Additional Fees and Expenses: In addition to our advisory fees, clients are also responsible for
the fees and expenses charged by custodians and imposed by broker-dealers, including, but not
limited to, any transaction charges imposed by a broker-dealer with which an independent
investment manager effects transactions for the client’s account(s). Please refer to the “Brokerage
Practices” section (Item 12) of this Form ADV for additional information.

Grandfathering of Minimum Account Requirements: Pre-existing advisory clients are subject to
Pennant Management’s minimum account requirements and advisory fees in effect at the time the
client entered into the advisory relationship. Therefore, our firm’s minimum account requirements
will differ among clients.

ERISA Accounts: Pennant Management is deemed to be a fiduciaty to advisory clients that are
employee benefit plans or individual retirement accounts (IRAs) pursuant to the Employee
Retirement Income and Securities Act (“ERISA”), and regulations under the Internal Revenue Code
of 1986 (the “Internal Revenue Code”), respectively. As such, our firm is subject to specific duties
and obligations under ERISA and the Internal Revenue Code that include among other things,
restrictions concerning certain forms of compensation. To avoid engaging in prohibited
transactions, Pennant Management may only charge fees for investment advice about products for
which our firm and our related persons do not receive any commissions or 12b-1 fees, or
conversely, investment advice about products for which our firm or our related persons receive
commissions or 12b-1 fees, however, only when such fees are used to offset Pennant Management’s

advisory fees.

Adwisory Fees in General: Clients should note that similar advisory services may (or may not) be
available from other registered (or unregistered) investment advisers for similar or lower fees.

Limited Prepayment of Fees: Under no circumstances do we require or solicit payment of fees in
excess of $1200 more than six months in advance of services rendered.

Item 6 Performance-Based Fees and Side-By-Side Management
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Pennant Management does not charge any performance-based fees, which are fees based on a share
of capital gains or capital appreciation of client assets.

Item 7 Types of Clients

Pennant Management provides advisory services to the following types of clients:

e Individuals (other than high net worth individuals);

e High net worth individuals;

e Banking or thrift institutions;

e Investment companies (including closed-end funds);

e Pension and profit sharing plans (other than plan participants);
e Charitable organizations;

e Unions;

o Educational Institutions;

e Corporations or other businesses not listed above; and

e State or municipal government entities.

As previously disclosed in Item 5, our firm has established certain initial account minimum
requirements and annual fee minimums to maintain an account, based on the nature of the service(s)
being provided. For a more detailed understanding of those requirements, please review the
disclosures provided in each applicable service.

Item 8 Methods of Analysis, Investment Strategies and Risk of Loss

METHODS OF ANALYSIS

We use the following methods of analysis in formulating our investment advice and/or managing
client assets:

Fundamental Analysis. We attempt to measure the intrinsic value of a security by looking at
economic and financial factors (including the overall economy, industry conditions, and the financial
condition and management of the company itself) to determine if the company is underpriced
(indicating it may be a good time to buy) or overpriced (indicating it may be time to sell).

Fundamental analysis does not attempt to anticipate market movements. This presents a potential
risk, as the price of a security can move up or down along with the overall market regardless of the
economic and financial factors considered in evaluating the stock.

Technical Analysis. We analyze past market movements and apply that analysis to the present in
an attempt to recognize recurring patterns of investor behavior and potentially predict future price

movement.
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Technical analysis does not consider the underlying financial condition of a company. This presents
a risk in that a pootrly-managed or financially unsound company may underperform regardless of
market movement.

Qualitative Analysis. We subjectively evaluate non-quantifiable factors such as quality of
management, labor relations, and strength of research and development factors not readily subject to
measurement, and predict changes to share price based on that data.

A risk in using qualitative analysis is that our subjective judgment may prove incorrect.

Asset Allocation. Rather than focusing primarily on securities selection, we attempt to identify an
appropriate ratio of securities, fixed income, and cash suitable to the client’s investment goals and
risk tolerance.

A risk of asset allocation is that the client may not participate in sharp increases in a particular
security, industry or market sector. Another risk is that the ratio of securities, fixed income, and
cash will change over time due to stock and market movements and, if not corrected, will no longer
be appropriate for the client’s goals.

Mutual Fund and/or ETF Analysis. We look at the expetience and track record of the manager
of the mutual fund or ETF in an attempt to determine if that manager has demonstrated an ability
to invest over a period of time and in different economic conditions. We also look at the underlying
assets in a mutual fund or ETF in an attempt to determine if there is significant overlap in the
underlying investments held in another fund(s) in the client’s portfolio. We also monitor the mutual
funds or ETFs in an attempt to determine if they are continuing to follow their stated investment
strategy.

A risk of mutual fund and/or ETF analysis is that, as in all securities investments, past performance
does not guarantee future results. A manager who has been successful may not be able to replicate
that success in the future. In addition, as we do not control the underlying investments in a mutual
fund or ETF, managers of different funds held by the client may purchase the same security,
increasing the risk to the client if that security were to fall in value. There is also a risk that a
manager may deviate from the stated investment mandate or strategy of the mutual fund or ETT,
which could make the holding(s) less suitable for the client’s portfolio.

Risks for all forms of analysis. Our securities analysis methods rely on the assumption that the
companies whose securities we purchase and sell, the rating agencies that review these securities, and
other publicly-available sources of information about these securities, are providing accurate and
unbiased data. While we are alert to indications that data may be incorrect, there is always a risk that
our analysis may be compromised by inaccurate or misleading information.

INVESTMENT STRATEGIES
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We use the following strategies in managing client accounts, provided that such strategies are
appropriate to the needs of the client and consistent with the client’s investment objectives, risk
tolerance, and time horizons, among other considerations:

Long-term purchases. We purchase securities with the idea of holding them in the client’s account
for a year or longer. Typically we employ this strategy when:

e we believe the securities to be currently undervalued; and/or

e we want exposure to a particular asset class over time, regardless of the current projection for
this class.

A risk in a long-term purchase strategy is that by holding the security for this length of time, we may
not take advantage of short-term gains that could be profitable to a client. Moreover, if our
predictions are incorrect, a security may decline sharply in value before we make the decision to sell.

Short-term purchases. When utilizing this strategy, we purchase securities with the idea of selling
them within a relatively short time (typically a year or less). We do this in an attempt to take
advantage of conditions that we believe will soon result in a price swing in the securities we
purchase.

A short-term purchase strategy poses risks should the anticipated price swing not materialize; we are
then left with the option of having a long-term investment in a security that was designed to be a
short-term purchase, or potentially taking a loss.

In addition, this strategy involves more frequent trading than does a longer-term strategy, and will
result in increased brokerage and other transaction-related costs, as well as less favorable tax
treatment of short-term capital gains.

Trading. We purchase securities with the idea of selling them very quickly (typically within 30 days
or less). We do this in an attempt to take advantage of our predictions of brief price swings.

Option writing. We may use options as an investment strategy. An option is a contract that gives
the buyer the right, but not the obligation, to buy or sell an asset (such as a share of stock) at a
specific price on or before a certain date. An option, just like a stock or bond, is a security. An
option is also a derivative, because it derives its value from an underlying asset.

The two types of options are calls and puts:

e A call gives the holder the right to buy an asset at a certain price within a specific period of time.

e A put gives the holder the right to sell an asset at a certain price within a specific period of time.

There are four basic options strategies we may use:
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e Call Buying — We would normally purchase call options in anticipation of an increase in the
market value of certain securities. We would ordinarily realize a gain if, during the option
period, the value of the underlying instrument exceeded the exercise price plus the premium paid
and related transaction costs. Otherwise, we would realize either no gain or a loss on the
purchase of the call option.

e (Call Selling (Writing) — When we write a call option we assume an obligation to sell specified
securities to the holder of the option at a specified price if the option is exercised at any time
before the expiration date. We may try to hedge against a decline in the value of securities
already owned by writing a call option. If the price of that security falls as expected, we would
expect the option to expire and the premium we received to offset the decline of the security’s
value. However, we must be prepared to deliver the underlying instrument in return for the
strike price, which may deprive us of the opportunity to profit from an increase in the market
price of the securities held.

e Put Buying — We may purchase put options to offset or hedge against a decline in the market
value of securities owned (“protective puts”) or to benefit from a decline in the price of
securities not owned. We would ordinarily realize a gain if, during the option period, the value
of the underlying securities decreased below the exercise price sufficiently to cover the premium
and transaction costs. However, if the price of the underlying instrument does not fall enough
to offset the cost of purchasing the option, a put buyer would lose the premium and related
transaction costs.

e DPut Selling (Writing) — When we write a put option we assume an obligation to purchase
specified securities from the option holder at a specified price if the option is exercised at any
time before the expiration date. We may try to hedge against an increase in the value of
securities we would like to acquire by writing a put option on those securities. If security prices
rise, we would expect the put option to expire and the premium received would offset the
increase in the security’s value. If security prices remain the same over time, we would hope to
profit by closing out the put option at a lower price. If security prices fall, we may lose an
amount of money equal to the difference between the value of the security and the premium it

received.
RISK OF LOSS

Securities investments are not guaranteed and you may lose money on your investments. We ask
that you work with us to help us understand your tolerance for risk.

Item 9 Disciplinary Information

We are required to disclose any legal or disciplinary events that are material to a client’s or
prospective client’s evaluation of our advisory business or the integrity of our management.

Our firm and our management personnel have no reportable disciplinary events to disclose.
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Item 10  Other Financial Industry Activities and Affiliations

Pennant Management is an SEC-registered investment adviser and a wholly owned subsidiary of
U.S. Fiduciary Services, Inc. As a subsidiary of U.S. Fiduciary Services, Inc., our firm is under
common ownership and control with several financial institutions, including the following with
which we have a material business relationship (referred to collectively as the “Related Companies”):

e GreatBanc Trust Company, an Illinois trust company regulated by the State of Illinois
Department of Financial and Professional Regulation;

e Salem Trust Company, a Florida trust company regulated by the State of Florida Department
of Financial Institutions;

e USF Affiliate Services, Inc., an Illinois corporation that provides administrative and back
office support to all affiliates of U.S. Fiduciary Services, Inc.; and

e Waretech, Inc., an Indiana corporation that provides technology support to all affiliates of U.S.

Fiduciary Services, Inc.

GreatBanc Trust Company and Salem Trust Company provide custody and trustee services, while
Pennant Management provides investment advisory services. Clients of Pennant Management are
free to pick any custodian or trustee that they choose. There is no requirement to use the fiduciary
services provided by the Related Companies. The relationship between the Related Companies and
Pennant Management is meant to broaden the array of services available to clients.

When appropriate, Pennant Management and our employees may recommend the various
investment and investment-related services of the Related Companies to our advisory clients. The
Related Companies and their employees may also recommend the advisory services of our firm to
their clients. The services provided by the Related Companies are separate and distinct from our
advisory services, and are provided for separate and additional compensation. There may also be
arrangements between Pennant Management and the Related Companies whereby Pennant
Management or the Related Companies and their employees receive payment in exchange for client
referrals. No Pennant Management client is obligated to use the services of any of the Related
Companies. In addition, some management persons and other employees of Pennant Management
may be management persons or employees of one or more of the Related Companies.

Clients should be aware that the receipt of additional compensation by Pennant Management and its
management persons or employees creates a conflict of interest that may impair the objectivity of
our firm and these individuals when making advisory recommendations. Pennant Management
endeavors at all times to put the interests of its clients first as part of our fiduciary duty as an SEC-
registered investment adviser, and we take the following steps to address this conflict:

e we disclose to clients the existence of all material conflicts of interest, including the potential for
our firm and our employees to earn compensation from advisory clients in addition to our firm’s
advisory fees;

e we disclose to clients that they are not obligated to purchase recommended investment products
from our employees or affiliated companies;
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e our firm’s management conducts regular reviews of each client account to verify that all
recommendations made to a client are suitable to the client’s needs and circumstances; and

e we educate our employees regarding the responsibilities of a fiduciary, including the need for
having a reasonable and independent basis for the investment advice provided to clients.

Closed-end Funds

Pennant Management is the investment adviser to The 504 Fund, f/k/a The Pennant 504 Fund. As
previously disclosed in “Fees and Compensation” (Item 5), Pennant Management may invest
portions of a managed client portfolio in the Closed-end Fund. This means that it is possible for
Pennant Management to receive revenue from assets invested in the Closed-end Fund while also
collecting its investment advisory fee. Clients should be aware that this creates a conflict of interest
as it may create an incentive for Pennant Management to invest client money in the Closed-end
Fund advised by us in order to increase revenue.

As an investment adviser with fiduciary responsibility to our clients, Pennant Management
understands that this conflict of interest exists and we constantly strive to do what is in the best
interest of our clients. For many of the accounts we manage, we find that the use of mutual funds is
the most efficient method for achieving the necessary portfolio diversification. As a result, we use
various mutual funds and closed-end funds in client accounts, including the Closed-end Fund

managed by Pennant Management.

Mutual funds charge internal management fees, which are disclosed in each fund’s prospectus.
These fees are in addition to the fees charged by Pennant Management for account management
services. We are conscious of the combined expense to the client, and make every effort to manage
it to an acceptable level for the given portfolio management assignment.

Item 11 Code of Ethics, Participation or Interest in Client Transactions and Personal
Trading

Our firm has adopted a Code of Ethics (the “Code”) which sets forth high ethical standards of
business conduct that we require of our employees, including compliance with applicable federal

securities laws.

Pennant Management and our personnel owe a duty of loyalty, fairness and good faith toward our
clients, and have an obligation to adhere not only to the specific provisions of the Code but also to
the general principles that guide the Code.

Our Code includes policies and procedures for the review of quarterly securities transactions reports
as well as initial and annual securities holdings reports that must be submitted by the firm’s
supervised persons. Among other things, our Code also requires the prior approval of any
acquisition of securities in a limited offering (e.g., private placement) or an initial public offering.
Our Code also provides for oversight, enforcement and recordkeeping provisions.
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The Code further includes the firm’s policy prohibiting the use of material non-public information.
While we do not believe that we have any particular access to non-public information, all employees
are reminded that such information may not be used in a personal or professional capacity.

Pennant Management and individuals associated with our firm are prohibited from engaging in
principal transactions and agency cross transactions.

Our Code is designed to assure that the personal securities transactions, activities and interests of
our employees will not interfere with (i) making decisions in the best interest of advisory clients and
(if) implementing such decisions while, at the same time, allowing employees to invest for their own

accounts.

Our firm and individuals associated with our firm may buy or sell for their personal accounts
securities identical to or different from those recommended to our clients. In addition, any related
person may have an interest or position in a certain security, which may also be recommended to a
client.

In order to prevent employees benefiting from transactions placed on behalf of clients, it is the
expressed policy of our firm that no person employed by us may purchase or sell any security within
two (2) business days before or after any client trades in that security unless:

1. the employee’s transaction occurs in an account over which the employee does not have direct
or indirect influence or control;

2. the employee has complied with the Code regarding prior written approval of a transaction by
the firm’s compliance officers; or,

3. the transaction occurs in conjunction with the rebalancing of the employee’s portfolio by
Pennant Management, Inc. concurrent with the rebalancing of other portfolios with identical
investment objectives and at a price equal to or less advantageous than the price obtained for
such security by Pennant Management, Inc. for each client;

We may aggregate our employee trades with client transactions when possible and when compliant
with our duty to seek best execution for our clients. In these instances, participating clients will
receive an average share price and transaction costs will be shared equally and on a pro-rata basis. In
the instances when there is a partial fill of a particular batched order, we will allocate all purchases
pro-rata, with each account paying the average price. Our employee accounts will be included in the

pro-rata allocation.

As these situations represent actual or potential conflicts of interest to our clients, we have
established the following policies and procedures for implementing the Code, to ensure our firm
complies with its regulatory obligations and provides our clients and potential clients with full and
fair disclosure of such conflicts of interest:
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1. No principal or employee of our firm may put his or her own interest above the interest of an
advisory client.

2. No principal or employee of our firm may buy or sell securities for his personal portfolio
when his decision is a result of information received as a result of his employment unless the
information is also available to the investing public.

3. Our firm requires prior approval for any IPO or private placement investments by related
persons of the firm.

4. We have established procedures for the maintenance of all required books and records.

5. Clients can decline to implement any advice rendered, except when our firm is granted
discretionary authority.

6.  All of our principals and employees must act in accordance with all applicable federal and state
regulations governing registered investment advisory practices.

7. We require delivery and acknowledgment of the Code by each supervised person of our firm.

8. We have established policies requiring the reporting of Code violations to our senior

management.

9. Any individual who violates any of the above restrictions may be subject to termination of
employment.

A copy of our Code is available to our advisory clients and prospective clients. You may request a
copy by calling us at 414-359-1044.

Closed-end Fund Advised by Pennant Management. As previously disclosed in this brochure,
Pennant Management is the investment adviser to the Closed-end Fund. Please refer to “Advisory
Business” (Item 4), “Fees and Compensation” (Item 5), and “Other Financial Industry Activities and
Affiliations” (Item 10) for a detailed explanation of this relationship and important conflict of
interest disclosure.

Item 12  Brokerage Practices

Client assets must be maintained in an account at a qualified custodian, generally a bank, trust
company or a broker-dealer. We may recommend the use of a specific affiliated or non-affiliated
bank, trust company or broker-dealer depending on the client’s individual circumstances, but the
client will decide whether to act on that recommendation.
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BANK/TRUST CUSTODIAL ACCOUNTS

As part of our standard Investment Advisory Agreement, clients provide us with a written statement
that authorizes Pennant Management to determine the broker-dealer to use and the commission
costs that will be charged for transactions. Any limitations the client wishes to place on this
authority may be provided in writing along with the Investment Advisory Agreement. Clients may
amend these limitations as required. Such amendments must also be provided to us in writing.

Research and Other Soft Dollar Benefits

Consistent with obtaining best execution for clients, Pennant Management may direct brokerage
transactions for clients’ portfolios to brokers who provide research and execution services to
Pennant Management and, indirectly, to Pennant Management’s clients. These services are of the
type described in Section 28(e) of the Securities Exchange Act of 1934, as amended, and are
designed to augment our own internal research and investment strategy capabilities. This practice
may be pursued at our discretion without prior agreement or understanding by the client. Research
services obtained through the use of soft dollars may be developed by brokers to whom brokerage is
directed or by third-parties who are compensated by the broker.

When Pennant Management uses client brokerage commissions to obtain research or brokerage
services, we receive a benefit to the extent that Pennant Management does not have to produce such
products internally or compensate third-parties with our own money for the delivery of such
services. Therefore, such use of client brokerage commissions results in a conflict of interest,
because we may have an incentive to direct client brokerage to those brokers who provide research
and services we utilize, even if these brokers do not offer the best price or commission rates for our

clients.

Pennant Management will endeavor to select 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 stability, reputation, ability to provide professional services, competitive commission rates
and prices, research, trading platform, and other services which will help Pennant Management in

providing investment management services to clients.

Broker-dealers we select may be paid commissions for effecting transactions for our clients that
exceed the amounts other broker-dealers would have charged for effecting these transactions if
Pennant Management determines in good faith that such amounts are reasonable in relation to the
value of the brokerage and/or research services provided by those broker-dealers, viewed either in
terms of a particular transaction or our overall duty to our discretionary client accounts.

Pennant Management believes that the research we receive will help us to fulfill our overall duty to
our clients; we do not attempt to put a specific dollar value on the services rendered or to allocate
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the relative costs or benefits of those services among clients. Pennant Management may not use
each particular research service, however, to service each client. As a result, a client may pay
brokerage commissions that are used, in part, to purchase research services that are not used to
benefit that specific client.

Within our last fiscal year, we have obtained the following products and services on a soft-dollar
basis:

e Chicago Board Options Exchange (Live option quotes on Bloomberg, News, Data, Analytics);
e Ned Davis Research (Research, Data, Analytics); and
e NYSE Market (Live option quotes on Bloomberg, News, Data, Analytics).

Directed Brokerage

Pennant Management may accept client instruction for directing the client’s brokerage transactions
to a particular broker-dealer. Any client instructions to Pennant Management are to be in writing
with appropriate disclosures that for any directed brokerage arrangements Pennant Management will
not negotiate commissions, may not obtain volume discounts or aggregate directed transactions, and
that commissions charges will vary among clients and best execution may not be obtained.
Accordingly, directed brokerage may cost you more money.

Pennant Management will execute block trades when possible and when advantageous to clients.
This blocking of trades permits the trading of aggregate blocks of securities composed of assets
from multiple client accounts, so long as transaction costs are shared equally and on a pro-rated
basis between all accounts included in any such block.

Block trading may allow us to execute equity trades in a timelier, more equitable manner, at an
average share price. Pennant Management will typically aggregate trades among clients whose
accounts can be traded at a given broker, and generally will rotate or vary the order of brokers
through which it places trades for clients on any particular day.

CHARLES SCHWAB ACCOUNTS

Client assets must be maintained in an account at a “qualified custodian,” generally a bank, trust
company ot broker-dealer. On our recommendation, clients may choose Chatles Schwab & Co.,
Inc. (“Schwab”), a registered broker-dealer and member SIPC, as their qualified custodian. Pennant
Management is independently owned and operated and is not affiliated with Schwab.

Schwab will hold client assets in a brokerage account and buy and sell securities when we instruct
them to. While we may recommend that client’s use Schwab as custodian/broker, the client will
decide whether to do so and will open an account with Schwab by entering into an agreement
directly with them. We do not open the account for clients, although we may assist in doing so.
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Even though the client’s account is maintained at Schwab, we can still use other brokers to execute
trades as described below (see “Brokerage and Custody Costs”).

We may recommend Schwab as custodian/broker if we believe Schwab will hold client assets and
execute transactions on terms that are, overall, most advantageous when compared to other available

providers and their services. We consider a wide range of factors, including, among others:

e Combination of transaction execution services and asset custody services (generally without a
separate fee for custody);

e Capability to execute, clear, and settle trades (buy and sell securities for client accounts);

e Capability to facilitate transfers and payments to and from accounts (wire transfers, check
requests, bill payment, etc.);

e  Quality of services;

e Competitiveness of the price of those services (commission rates, margin interest rates, other
fees, etc.) and willingness to negotiate the prices;

e Reputation, financial strength, and stability; and

e Prior service to us and our other clients.
Brokerage and Custody Costs

For our clients’ accounts that Schwab maintains, Schwab generally does not charge separately for
custody services but is compensated by charging commissions or other fees on trades that it
executes or that settle into the client’s Schwab account. Schwab’s commission rates applicable to
our client accounts were negotiated by Pennant Management. This benefits our clients because the
negotiated commission rates are lower than they would be otherwise. In addition to commissions,
Schwab charges a flat dollar amount as a “prime broker” or “trade away” fee for each trade that we
have executed by a different broker-dealer but where the securities bought or the funds from the
securities sold are deposited (settled) into a client’s Schwab account. These fees are in addition to
the commissions or other compensation clients pay the executing broker-dealer. Because of this, in
order to minimize trading costs, we have Schwab execute most trades for these accounts. We have
determined that having Schwab execute most trades is consistent with our duty to seek “best
execution” of client trades. Best execution means the most favorable terms for a transaction based
on all relevant factors, including those listed above.

If Pennant Management determines that trading through a different broker would provide “best
execution” for the client, we may suggest that the client execute a Prime Broker Agreement with
Schwab. In order for Pennant to be able to execute trades under a Prime Broker Agreement, the
client’s account must have a minimum net value of $100,000 in cash and liquid securities. If the
value of the account drops below $100,000, prime broker trades may not be executed until the
account again exceeds $100,000 in value. As mentioned above, Schwab will charge a “prime broker”
or “trade away” fee for each trade that we execute under the Prime Broker Agreement.
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Products and Setvices Available to Us From Schwab

Schwab Advisor Services™ (formerly called Schwab Institutional®) is Schwab’s business serving
independent investment advisory firms like us. They provide us and our clients with access to its
institutional brokerage (trading, custody, reporting, and related services) many of which are not
typically available to Schwab retail customers. Schwab also makes available various support services.
Some of those services help us manage or administer our clients’ accounts, while others may help us
manage and grow our business. Schwab’s support services generally are available on an unsolicited
basis (we do not have to request them) and at no charge to us.

Schwab also makes available to us other products and services that benefit us but may not directly
benefit clients or client accounts. These products and services assist us in managing and
administering our clients’” accounts. They include investment research, both Schwab’s own and that
of third parties. We may use this research to service all or a substantial number of our clients’
accounts, including accounts not maintained at Schwab. In addition to investment research, Schwab
also makes available software and other technology that:

e Provide access to client account data;

e Tacilitate trade execution and allocate aggregated trade orders for multiple client accounts;
e Provide pricing and other market data;

e Facilitate payment of our fees from our clients’ accounts; and

e Assist with back-office functions, recordkeeping, and client reporting.

The availability of these services from Schwab benefits us because we do not have to produce or
purchase them. We do not have to pay for Schwab’s services so long as our clients collectively keep
a total of at least $10 million of their assets in accounts at Schwab. The $10 million minimum may
give us an incentive to recommend that clients maintain their accounts with Schwab, based on our
interest in receiving Schwab’s services that benefit our business rather than based on the client’s
interest in receiving the best value in custody services and the most favorable execution of
transactions. This is a potential conflict of interest. We believe, however, that our recommendation
to clients to select Schwab as custodian and broker is in the best interests of our clients. Our
recommendation is primarily supported by the scope, quality, and price of Schwab’s services and not
Schwab’s services that benefit only us.

Item 13 Review of Accounts

SEPARATELY-MANAGED PORTFOLIOS

REVIEWS: Each of our firm’s portfolio managers is responsible for certain assigned accounts.
They have the primary responsibility for determining and knowing each client’s circumstances and
managing the portfolio in accordance with the client’s objectives.
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For accounts where Pennant Management provides investment supervisory services, the portfolio
managers are responsible for ongoing review of underlying securities held in the accounts with
respect to fundamentals of the securities or economic and market conditions. The portfolio
managers are also responsible for ongoing review of the mix among cash, fixed income and equity
investments in the account to maintain consistency with the objectives of the client.

For accounts where Pennant Management provides non-investment supervisory services, the
portfolio managers are responsible for understanding the needs of the client and for providing
reviews based on the client’s needs.

A more formal review of accounts is conducted annually by a committee made up of Pennant
Management’s portfolio mangers. This review evaluates account performance, compliance with
stated client objectives and a review of account documentation.

Clients may request a review of their accounts, goals and objectives at any time by contacting the
portfolio manager assigned to their account.

REPORTS: 1n addition to the monthly statements and confirmations of transactions that clients
receive from their custodians, we provide quarterly written reports summarizing account
performance, balances and holdings.

MODEL PORTFOLIO MANAGEMENT

REVIEWS: The Investment Committee of Pennant Management continually monitors the
underlying securities of the model portfolios. The committee also evaluates desired exposure to the
equity markets on a periodic basis. The committee may choose to modify equity exposure of the
model portfolios based on its consensus regarding market conditions. Additionally, reviews may be
triggered by material changes in variables such as the market, political or economic environment.

REPORTS: Since Pennant Management provides this service as sub-adviser to its affiliated trust
companies, GreatBanc Trust Company and Salem Trust Company, statements are provided to
clients based on the policies and procedures of those firms.

CLOSED-END FUND PORTFOLIO MANAGEMENT

REVIEWS: Pennant Management continually reviews and monitors the holdings of the Closed-
end Fund in accordance with the investment objectives as detailed in the prospectus of each fund.
The timing and nature of account reviews for the Closed-end Fund are further dictated by regulatory
requirements including but not limited to the 1940 Act, the Internal Revenue Code, and the Closed-
end Fund’s prospectus limitations and internal guidelines.

REPORTS: Reports are provided to the Board of Trustees of the Closed-end Fund at least four

times each calendar year. Shareholder reports are issued in accordance with the prospectus. Clients
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should refer to the prospectus for information regarding the regular reporting obligations with
respect to the Closed-end Fund by Pennant Management.

PORTFOLIO CONSULTING SERVICES

REVIEWS: Pennant Management will review the client’s IPS whenever the client advises us of a
change in circumstances regarding the needs of the plan. Pennant Management will also review the
investment options of the plan according to the agreed upon time intervals established in the IPS.
Such reviews will generally occur quarterly.

REPORTS: These client accounts will receive written repotts as contracted for at the inception of
the advisory relationship.

Item 14  Client Referrals and Other Compensation

CLIENT REFERRALS

Although we do not currently have any such arrangements, our firm may pay referral fees to
independent persons or firms (“Solicitors”) for introducing clients to us. Whenever we pay a
referral fee, we require the Solicitor to provide the prospective client with a copy of this document
(our Firm Brochure) and a separate disclosure statement that includes the following information:

e the Solicitor’s name and relationship with our firm;
e the fact that the Solicitor is being paid a referral fee;
e the amount of the fee; and

e whether the fee paid to us by the client will be increased above our normal fees in order to
compensate the Solicitor.

OTHER COMPENSATION

We receive an economic benefit from Schwab in the form of the support products and services it
makes available to us and other independent investment advisors whose clients maintain their
accounts at Schwab. These products and services, how they benefit us, and the related conflicts of
interest are described above (see the “Brokerage Practices” section (Item 12)). The availability to us
of Schwab’s products and services is not based on us giving particular investment advice, such as
buying particular securities for our clients.

Item 15  Custody

As noted herein, Pennant Management may arrange for an affiliate, either GreatBanc Trust
Company or Salem Trust Company, to act as custodian of clients’ funds and securities. Clients of
Pennant Management are free to pick any custodian that they choose.

25



We previously disclosed in the “Fees and Compensation” section (Item 5) of this Brochure that our
tirm may directly debit advisory fees from client accounts. As part of this billing process, the client’s
custodian is advised of the amount of the fee to be deducted from that client’s account. On at least
a quarterly basis, the custodian is required to send to the client a statement showing all transactions
within the account during the reporting period. Because the custodian does not calculate the
amount of the fee to be deducted, it is important for clients to carefully review their custodial
statements to verify the accuracy of the calculation, among other things. Clients should contact us
directly if they believe that there may be an error in their statement. In addition to the periodic
statements that clients receive directly from their custodians, we also send account statements
directly to our clients on a quarterly basis. We urge our clients to carefully compare the information
provided on these statements to ensure that all account transactions, holdings and values are correct

and current.
Item 16 Investment Discretion

Clients may hire us to provide discretionary asset management services, in which case we place
trades in a client’s account without contacting the client prior to each trade to obtain the client’s

permission.

Our discretionary authority includes the ability to do the following without contacting the client:

e determine the security to buy or sell; and

e determine the amount of the security to buy or sell.

Clients give us discretionary authority when they sign a discretionary agreement with our firm, and
may limit this authority by giving us written instructions. Clients may also amend such limitations by
once again providing us with written instructions.

Item 17 Voting Client Securities

Pennant Management may vote proxies if directed to do so by clients. Such a direction would be
established during execution of the initial investment advisory contract, or a subsequent letter of

direction from a client.

When we are directed to vote proxies, we will vote proxies in the best interests of our clients and in
accordance with our established policies and procedures. We contract with the research firm Glass
Lewis & Co. to provide independent and objective proxy research and voting recommendations.
This helps us avoid any potential conflicts of interest. In most cases, custodians will be directed to
send proxies directly to Glass Lewis & Co. for vote execution. Occasionally, proxies may be
delivered to Pennant Management. When this occurs, Pennant Management will vote the proxy in
accordance with the recommendations of Glass Lewis & Co.
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Our firm will retain all proxy voting books and records for the requisite period of time, including a
copy of each proxy statement received, a record of each vote cast, a copy of any document created
by us that was material to making a decision how to vote proxies, and a copy of each written client
request for information on how the adviser voted proxies.

Clients may obtain a copy of our complete proxy voting policies and procedures by contacting
Pennant Management by telephone, email or in writing. Clients may request, in writing, information
on how proxies for shares in such client’s account were voted. If any client requests a copy of our
complete proxy policies and procedures or how we voted proxies for such client’s account(s), we
will promptly provide such information to the client.

We will neither advise nor act on behalf of the client in legal proceedings involving companies
whose securities are held in the client’s account, including, but not limited to, the filing of “Proofs of
Claim” in class action settlements. If desired, clients may direct us to transmit copies of class action
notices to the client or a third party. Upon such direction, we will make commercially reasonable
efforts to forward such notices in a timely manner.

Item 18 Financial Information

As an advisory firm that maintains discretionary authority for client accounts or is deemed to have
custody, we are also required to disclose any financial condition that is reasonably likely to impair
our ability to meet our contractual obligations.

On September 29, 2014, Pennant Management issued a press release announcing the initiation of
legal action on behalf of its clients against a single counterparty in connection with Pennant
Management’s now discontinued Repurchase Agreement Program. As noted in the press release,
Pennant Management discovered that loans it had purchased pursuant to a repurchase agreement
with a United States Department of Agriculture approved lender may be fraudulent.

As a result of the alleged fraud and its impact to Pennant Management’s Repurchase Agreement
Program, Pennant Management discontinued its repurchase agreement facilities in November 2014.
Further, as a result of the alleged fraud: (a) on October 17, 2014, the Board of Trustees (the
“Board”) of the Trust adopted a plan to close and liquidate the Mutual Funds, each a series of the
Trust. Acting on a recommendation from Pennant Management, the Mutual Funds’ investment
adviser, the Board concluded that it would be in the best interests of each of the Mutual Funds and
their shareholders that the Mutual Funds be closed and liquidated; and (b) Salem Trust Company, as
Trustee of the STIF, concluded that it would be in the best interests of the STIF and its participants
that the STIF be closed and liquidated. The STIF was liquidated as of December 31, 2014. Due to
the closure of the Repurchase Agreement Program, and liquidation of Mutual Funds and the STIF,
Pennant Management has experienced a material decline in revenue resulting in an impairment of its
financial condition. Despite such impairment, Pennant Management intends to meet its contractual
commitments to its clients.
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Under no circumstances do we require or solicit payment of fees in excess of $1,200 per client more
than six months in advance of services rendered. Therefore, we are not required to include a
balance sheet with this Brochure.

Pennant Management has not been the subject of a bankruptcy petition at any time during the past
ten years.

28



