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FORM ADV Applicant: Harbor Capital Management, Inc. SEC File Number: Date:
PartII - Page 2 s01. 38262 03/2009

1. A. Advisory Services and Fees. (check the applicable boxes) For each type of service provided, state the
approximate % of total advisory billings from

Applicant: that service. (See instruction below.)

E (1) Provides investment SUPEIVISOTY SETVICES ..........ovevevevirererrseeesessesesssseeseesesesessesesesessseseesesssesesessesenneas 100 %
: (2) Manages investment advisory accounts not involving investment supervisory Services..................... %
: (3)  Furnishes investment advice through consultations not included in either service described above... %
] (4)  Issues periodicals about securities by SUDSCIIPLION ......cvevveeeiereeieiieiie ettt e e eee e %
] (5)  Issues special reports about securities not included in any service described above............cccecevcenee %
| (6)  Issues, not as part of any service described above, any charts, graphs, formulas, or other devices

o which clients may use t0 eValuate SECUTTLIES. ... .ectirtiiriieeiieitie ettt ettt ettt sbe e e eee %
|:| (7)  On more than an occasional basis, furnishes advice to clients on matters not involving securities... %
[ ] (8)  Provides @ tIMING SEIVICE ....cc.ueiiuieeieriieeiiieiieerttteitestteetteeteeesttes e eesteestessatesubeansaesaeesnseensaenseenseesnnn s s %
i (9) Furnishes advice about securities in any manner not described above..........coccoeveviieieresiese e, %

(Percentages should be based on applicant’s last fiscal year. If applicant has not completed its first fiscal year,
provide estimates of advisory billings for that year and state that the percentages are estimates.)

Yes No
B. Does applicant call any of the services it checked above financial planning or some similar term? . . . . . ..
C. Applicant offers investment advisory services for: (check all that_apply)
IEI (1) A percentage of assets under management |:| (4)  Subscription fees
(2) Hourly charges |:| (5) Commissions
|:| (3) Fixed fees (not including subscription fees) |:| (6)  Other

D. For each checked box in A above, describe on Schedule F:

* the services provided, including the name of any publication or report issued by the adviser on a subscription basis or for
a fee

¢ applicant’s basic fee schedule, how fees are charged and whether its fees are negotiable

* when compensation is payable, and if compensation is payable before service is provided, how a client may get a refund
or may terminate an investment advisory contract before its expiration date

2. Types of clients - Applicant generally provides investment advice to: (check those that apply)

@ A. Individuals IE E Trusts, estates, or charitable organizations

|:| B. Banks or thrift institutions IE F. Corporations or business entities other than those listed above
|:| C. Investment companies |:| G. Other (describe on Schedule F)

@ D. Pension and profit sharing plans

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)




FORM ADV Applicant: Harbor Capital Management, Inc. | SEC File Number: Date:
PartII - Page 3 801- 38262 03/2009
3. Types of Investments. Applicant offers advice on the following: (check those that apply)
A. Equity securities @ H. United States government securities
@ (1) exchange-listed securities I.  Options contracts on:
@ (2) securities traded over-the-counter |:| (1) securities
|:| (3) Foreign issuers |:| (2) commodities
|:| B. Warrants J.  Futures contracts on:
@ C. Corporate debt securities (other than commercial paper) |:| (1) tangibles
|:| (2) intangibles
|:| D. Commercial paper
IEI E.  Certificates of deposit K. Interests in partnerships investing in:
IEI F.  Municipal securities |:| (1) real estate
|:| (2) oil and gas interests
G. Investment company securities: @ (3) other (explain on Schedule F)
|:| (1) variable life insurance
@ (2) variable annuities @ L. Other (explain on Schedule F)

(3) mutual fund shares

4. Methods of Analysis, Sources of Information, and Investment Strategies.

A. Applicant’s security analysis methods include: (check those that apply)
(1) [_] Charting @ [ ] cyelical
(2) |:| Fundamental 5) @ Other (explain on Schedule F)
3) |:| Technical
B. The main sources of information applicant uses include: (check those that apply)
(1) IEI Financial newspapers and magazines (5) |:| Timing services
2) |:| Inspections of corporate activities (6) |:| Annual reports, prospectuses, filings with the
3) IE Research materials prepared by others Securities and Exchange Commission
4 |:| Corporate rating services ) |:| Company press releases
(8) [ ] Other (explain on Schedule F)
C. The investment strategies used to implement any investment advice given to clients include: (check those that apply)
(D IEI Long term purchases ®)] |:| Margin transactions
(securities held at least a year)
2) @ Short term purchases (6) Option writing, including covered options,
(securities sold within a year) uncovered options or spreading strategies
3) |:| Trading (securities sold within 30 days) @) @ Other (explain on Schedule F)
) [ ] Short sales

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)




FORM ADV Applicant: Harbor Capital Management, Inc. | SEC File Number: Date:
Part II - Page 4 801- 38262 03/2009

5.

Education and Business Standards.

Are there any general standards of education or business experience that applicant requires of those involved in Yes No

determining or giving investment advice to ClIENtS? ..........cooiiiiiiiiiiiiiiiii i

(If yes, please describe these standards on Schedule F)

Education and Business Background.

For:

¢  each member of the investment committee or group that determines general investment advice to be given to clients, or
¢ if the applicant has no investment committee or group, each individual who determines general investment advice

clients (if more than five, respond only for their supervisors)
¢ each principal executive officer of applicant or each person with similar status or performing similar functions.

On Schedule F, give the:
* name ¢  formal education after high school

*  year of birth *  business background for the preceding five years

Other Business Activities. (check those that apply)

@ A. Applicant is actively engaged in a business other than giving investment advice.
@ B. Applicant sells products or services other than investment advice to clients.
|:| C.  The principal business of applicant or its principal executive officers involves something other than providing

investment advice.

(For each checked box describe the other activities, including the time spent on them, on Schedule F.)

Other Financial Industry Activities or Affiliations. (check those that apply)
|:| A. Applicant is registered (or has an application pending) as a securities broker-dealer.

|:| B. Applicant is registered (or has an application pending) as a futures commission merchant, commodity pool operator
or commodity trading adviser.
|:| C. Applicant has arrangements that are material to its advisory business or its clients with a related person who is a:

|:| (1) broker-dealer |:| (7) accounting firm

|:| (2) investment company |:| (8) law firm

|:| (3) other investment adviser |:| (9) insurance company or agency
|:| (4) financial planning firm |:| (10) pension consultant

|:| (5) commodity pool operator, commodity trading |:| (11) real estate broker or dealer
adviser or futures commission merchant

|:| (6) banking or thrift institution |:| (12) entity that creates or packages limited partnerships

(For each checked box in C, on Schedule F identify the related person and describe the relationship and the arrangements.)
Yes No

D. Is applicant or arelated person a general partner in any partnership in which clients are solicited to invest?..

(If yes, describe on Schedule F the partnerships and what they invest in.)

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)




FORM ADV Applicant: Harbor Capital Management, Inc. | SEC File Number: Date:
Part II - Page 5 801-38262 03/2009

9.

Participation or Interest in Client Transactions.
Applicant or a related person: (check those that apply)

|:| A. As principal, buys securities for itself from or sells securities it owns to any client.

IEI B. As broker or agent effects securities transactions for compensation for any client.

|:| C. Asbroker or agent for any person other than a client effects transactions in which client securities are sold to or

bought from a brokerage customer.

|:| D. Recommends to clients that they buy or sell securities or investment products in which the applicant or a related

person has some financial interest.

@ E. Buys or sell for itself securities it also recommended to clients.

(For each box checked, describe on Schedule F when the applicant or a related person engages in these transactions
what restrictions, internal procedures, or disclosures are used for conflicts of interest in those transactions.)

and

Describe, on Schedule F, your code of ethics, and state that you will provide a copy of your code of ethics to any client or

prospective client upon request.

10. Conditions for Managing Accounts. Does the applicant provide investment advisory services, manage

investment advisory accounts or hold itself out as providing financial planning or some similarly termed
services and impose a minimum dollar value of assets or other condition for starting or maintaining an
account?

(If yes, describe on Schedule F)

Yes No

11.

Review of Accounts. If applicant provides investment supervisory services, manages investment advisory account,
or holds itself out as providing financial planning or some similarly termed services:

A. Describe below the reviews and reviewers of the accounts. For reviews, include their frequency, different level
triggering factors. For reviewers, include the number of reviewers, their titles and functions, instructions they r
from applicant on performing reviews, and number of accounts assigned each.

s, and
eceive

Holdings across client accounts are continuously reviewed. An account-by-account review is conduc
quarterly or more frequently as necessary to respond to significant changes in the market or economi

asset allocation and investment performance relative to clients’ goals and objectives.
(Continued on Schedule F)

conditions or to changes in clients’ financial circumstances or investment objectives. Reviewers consider

ted
C

B. Describe below the nature and frequency of regular reports to clients on their accounts.

Clients receive regular reports from HCM in several ways. Every client receives a written quarterly
including benchmark returns. In addition, the qualified custodian holding the account provides either

Internet website.

investment review that details account holdings, portfolio performance monitoring and market overview

monthly or quarterly reports directly to the client. Finally, HCM makes daily reporting available through its

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page

)




FORM ADV Applicant: Harbor Capital Management, Inc. | SEC File Number: Date:
Part IT - Page 6 801-38262 03/2009

12.

Investment or Brokerage Discretion.

A. Does applicant or any related person have authority to determine, without obtaining specific client consent, the:

C INO
(1) securities to be BOUZht OT SOLA? .....ceuuiiiiiiiiiieiee ettt et ettt st se et e e e s

Yes No

(2) amount of securities to be bOught OF SOIA? ......cc.eeieiieieie e ere e e s
Yes No

(3) Dbroker or dealer t0 DE USEA?  ..ocoiiiiiiiiiiciicee ettt ettt ettt et baeaae e

Yes No

(4)  COMMISSION TAES PAIA? ..eeviieiiiieieitie e etiettiettetteetteste et eae et e et e e e s esaeseesaessesssessesssensesseanseeseansenneensenn

es No
B. Does applicant or a related person suggest brokers to ClIENtS? ...........ecueeeeierieiiereeriere e
For each yes answer to A describe on Schedule F any limitations on the authority. For each yes to A(3), A(4)
or B, describe on Schedule F the factors considered in selecting brokers and determining the reasonableness
of their commissions. If the value of products, research and services given to the applicant or a related

person is a factor, describe:

¢ the products, research and services

¢ whether clients may pay commissions higher than those obtainable from other brokers in return for those products
and services

whether research is used to service all of applicant's accounts or just those accounts paying for it; and

i any procedures the applicant used during the last fiscal year to direct client transactions to a particular broker in
return for product and research services received.

13.  Additional Compensation.
Does the applicant or a related person have any arrangements, oral or in writing, where it:
A.  ispaid cash by or receives some economic benefit (including commissions, equipment or non-research Yes No

services) from a non-client in connection with giving advice toclients? .. ............ ... ... .. .....
Yes No
B.  directly or indirectly compensates any person for client referrals?. ......... ... ... ... .. .. .. ...
(For each yes, describe the arrangements on Schedule F.)
14.

Balance Sheet. Applicant must provide a balance sheet for the most recent fiscal year on Schedule G if applicant:

. has custody of client funds or securities (unless applicant is registered or registering only with the
Securities and Exchange Commission); or

. requires prepayment of more than $500 in fees per client and 6 or more months in advance
Yes No
Has applicant provided a Schedule G balance Sheet?..........ccooevieiiiiieieeie e

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)




Schedule F of Applicant: SEC File Number: Date:
FORM ADV Harbor Capital Management, Inc.

Continuation Sheet for Form ADV Part I1 801- 38262 03/2009

(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules)
1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.:
Harbor Capital Management, Inc. 801-38262
Item of Form
(identify) Answer
1.D Advisory Services

Harbor Capital Management, Inc. (HCM) provides investment advice to its clients in the areas of
objective setting, asset allocation and performance monitoring. The firm assists clients in establishing
accounts, implementing investment plans and the maintenance of these accounts. Investment reports
are prepared and mailed to clients on a quarterly basis and daily statements are available online via
the company's website at www.harborcapitalmgmt.com.

Investment Advisory Fees

All clients retain HCM by executing a written Investment Advisory Agreement (IAA) and paying a
quarterly fee for services rendered. Fees are charged in advance at the beginning of each calendar
quarter. The fee is computed by multiplying one-fourth of the applicable fee rate(s) shown in the
schedule below by the market value of the account as of the last business day of each calendar
quarter.

Schedule of Fees: Annual Fee Rate Account Assets
1.00% of the first $1 million,
plus 0.75% of the next $2 million,
plus 0.50% of the next $2 million,

HCM reserves the right to negotiate its fee rate based on aggregation of multiple related accounts,
group discounts, or for clients requiring specific investment services (for example, accounts requiring
only fixed income management). The company also reserves the right to change its fee schedule
provided that clients are notified at least sixty days in advance and the I1AA is amended. A minimum
fee of $625.00 may be charged.

For new accounts or additional investments made to existing accounts, a pro-rated fee will be charged.
The fee is computed by multiplying one-fourth of the applicable fee rate by the total amount of new
cash and securities deposited into the account. This amount is then multiplied by the number of days
from the date of deposit to the end of the current quarter then divided by the total number of days in
the quarter. Such fees are not subject to any minimum dollar amount.

Fees will be deducted directly from the Account(s) when due by redeeming a sufficient number of cash
or securities at the then current share prices. At HCM's sole discretion, it may mail clients an invoice
for advisory fees due. Such fees will be payable within thirty days of the date of the invoice. If fees are
not received at that time, HCM may collect the delinquent fees by redeeming a sufficient amount of
cash or securities from the account. HCM reserves the right to discontinue invoicing fees and to
collect fees by redeeming cash and securities directly from the account at any time.

The IAA provides for termination by either party by providing thirty days' written notice to the other
party. In the event that HCM's services are terminated, unearned fees may be due to Client. The

(Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of Applicant: SEC File Number: Date:

FORM ADV Harbor Capital Management, Inc.

Continuation Sheet for Form ADV Part II 801- 38262 03/2009
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules)

1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.:
Harbor Capital Management, Inc. 801-38262
Item of Form
(identify) Answer
amount payable will be pro-rated from the date of termination through the end of the current calendar
quarter subject to a minimum refund of $25. The date of termination shall be deemed to occur on the
earlier of: i.) Thirty days from the date written notice of termination is received by HCM; or ii.) Thirty
days from the date that substantially all account assets are withdrawn or transferred from the
account(s).
3. K@) &L From time-to-time HCM may recommend limited partnerships that invest in managed futures and

4. A(5) & C(7)

hedged equities.

Investment Strategies

Harbor Capital's investment approach evolved from Modern Portfolio Theory concepts that hold that
investors are generally risk averse. The level of risk each investor is willing to assume is ultimately a
determinant of a portfolio's expected return. HCM uses a portfolio optimization strategy to maximize
risk-adjusted returns of the portfolios it recommends. It allocates investments among asset classes
that tend to have low long-term correlations with one another but that, on average, produce a positive
and more predictable return.

After determining the asset allocation for each client, HCM allocates portfolio assets among mutual
funds, exchange traded funds, separate account programs or individual securities, such as stocks,
bonds or other financial products. When recommending actively managed mutual funds or separate
account programs, primary consideration is given to diversification of investment styles (for example,
Growth, Value or Blend) within each asset class. Historically, manager styles tend to perform
cyclically. Studies show that investors who chase performance among these styles frequently move in
and out of them at inopportune times causing a drag on portfolio returns.

Finally, within each manager style, HCM endeavors to allocate portfolios among multiple specialist
managers. No matter how successful a given manager may be today, they are unable to always stay
at the top relative to their peers. Allocating assets among multiple managers helps to smooth portfolio
returns and allows investors to ride out the inevitable cycles with less volatility.

Education and Business Standards

Generally, persons to be employed in professional, managerial or significant administrative positions at
HCM will have a four-year college degree and experience in a related area of business. The
attainment of, or progress toward, a degree program awarding a finance-related professional
designation is supported and encouraged for all staff and advisors. In addition, Advisors of HCM must
meet the minimum registration requirements, including passage of the FINRA Series 65 Exam and

any others that may be deemed necessary from time-to-time.

(Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of Applicant: SEC File Number: Date:
FORM ADV Harbor Capital Management, Inc.
Continuation Sheet for Form ADV Part II 801- 38262 03/2009
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules)
1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.:
Harbor Capital Management, Inc. 801-38262
Item of Form
(identify) Answer
6. Education and Business Background of Officers
C. Mack Washam DOB: 8/16/1942
Education:
Catawba College, 1960-1964 Business Administration
Business:
Harbor Capital Management, Inc., Founder and President, February 1990 to present
North Carolina Life, Accident & Health Insurance License
John A. Capets DOB: 9/13/60
Education:
Indiana University of Pennsylvania, 1978-1982 Bachelor of Science in Finance
University of North Carolina at Charlotte, 1985-1987 Masters of Business Administration
Business:
Harbor Capital Management, Inc., Vice President, February 1990 to present
Capital Investment Group, Inc., Principal and Registered Representative, September 1996 to present
North Carolina Life, Accident & Health Insurance License
NASD Series 6, 7, 24 and 65
7. Other Business Activities
HCM holds a Life, Accident and Health insurance license. From time-to-time, it provides insurance
solutions to clients who need such services. Primarily, HCM recommends group annuity products
offered by insurance companies to its 401(k) Profit Sharing Plan clients. These products provide
state-of-the-art investment and record-keeping solutions to companies that sponsor these types of
retirement plans. HCM actively recommends and services these products and currently has more
than twenty clients with plan assets in excess of $25 million.
8. Other Financial Industry Activities

Several of HCM's representatives are registered representatives of Capital Investment Group (CIG),
an independently owned and operated Broker/Dealer and Member, SIPC. From time-to-time, an HCM
Advisor/Registered Representative may recommend that a client of HCM engage in commissionable
investment transactions depending on the client's personal investing needs and objectives. In this
instance, the HCM representative will share in the commission that is received by CIG. Commissions
at CIG may be higher or lower than other Broker/Dealer firms but are generally in line with industry
standards.

(Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of
FORM ADV

Applicant: SEC File Number: Date:
Harbor Capital Management, Inc.

Continuation Sheet for Form ADV Part 11 801- 38262 03/2009

(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules)

1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.:
Harbor Capital Management, Inc. 801-38262

Item of Form
(identify)

Answer

9.B

9.E

HCM has entered into contracts with Russell Investments and its affiliates; corporations registered
under the Investment Advisers Act of 1940, and may from time-to-time enter into similar agreements
with other investment companies for the purposes of offering those companies' proprietary investment
products to HCM clients. While HCM receives no compensation from any such company, it may
receive investment research and financial tools or technologies that may be used in making
recommendations to its clients.

C. Mack Washam and John A. Capets each own a minority interest (less than 0.50% each) in shares
of National Advisors Holdings, Inc. (NAH), a savings and loan holding company. NAH formed National
Advisors Trust Company FSB (NATC), a federally chartered trust company. The Office of Thrift
Supervision, a bureau of the US Treasury Department, regulates both NAH and NATC. The trust
company offers a low cost alternative to traditional custody and trust service providers. HCM may
recommend NATC to its clients from time-to-time.

HCM receives no commission, fees or other direct compensation as a result of these arrangements.
Clients pay for services rendered through management fees, shareholder service fees or, in limited
cases, transaction fees paid directly to the financial institution.

Participation or Interest in Client Transactions

Refer to Iltem 8. Commissions, if any, are fully disclosed and the registered representative will receive
a portion of these commissions based on the normal commission schedule in effect with the
broker-dealer represented.

HCM will not simultaneously engage in buying or selling for its own account or those of its principals or
employees if such activity would be detrimental to client accounts or if it were to stand to gain
financially by doing so. Such activity would further be prohibited if it were in conflict with HCM's code
of ethics as an Investment Advisor or involve any material, non-public information. However,
frequently HCM's employees and principals work with clients who have similar objectives as their own
and often will purchase the same or similar investments for their personal accounts as for their clients'
accounts.

Code of Ethics

HCM endeavors to maintain high ethical and professional standards in its day-to-day business with its
day-to-day business with its clients and employees. HCM's Code of Ethics sets forth the duties and
responsibilities of its Advisers and employees and specifies the required actions to be taken in

the event of a breach of the code. HCM will provide a copy of its Code of Ethics to any client or
prospective client who requests it.

(Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of
FORM ADV

Applicant: SEC File Number: Date:
Harbor Capital Management, Inc.

Continuation Sheet for Form ADV Part 11 801- 38262 03/2009

(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules)

1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.:
Harbor Capital Management, Inc. 801-38262

Item of Form
(identify)

Answer

10.

11. A

12. A

12.B

13. A

13.B

HCM may charge a minimum fee as described in ltem 1.D.

(continued) Reviewers consist of HCM's investment advisers who are familiar with clients’
financial circumstances and who have been trained by HCM and are otherwise qualified in such
matters through education and experience. Accounts are assigned to the investment adviser
responsible for establishing the client relationship and this varies from adviser-to-adviser.

Investment or Brokerage Discretion

HCM assists clients in establishing and maintaining brokerage accounts at independent third-party
custodians, including Fidelity Investments, National Advisor Trust Company, Charles Schwab & Co.
and SEI Investments. Clients are not obligated to execute any investment transactions through such
custodians.

As the discretionary advisor of its clients' assets, HCM has the authority to specify and direct the
stocks, bonds, mutual funds and other securities, including the amounts of each, to be bought and
sold. Such direction will be consistent with the client's needs and objectives as determined during
objective setting process or later meetings or conversations with client. Specific client consent for such
direction is not required.

HCM recommends brokerage firms to clients as discussed in Item 12.A. Several factors are
considered when making this recommendation including the firm's product offering relative to the
client's needs, execution of trades, customer service capabilities and fees. All of the brokerage firms
offer services at competitive rates for the types of services and executions recommended. HCM
receives no financial compensation for its recommendations, but may be provided access to research
and web-based financial tools. These include white papers on a broad list of financial subject matter
and financial planning tools, such as retirement projection calculators and asset allocation planning
programs. Such items are commonplace in the industry among all similar brokerage firms and clients
do not pay higher fees as a result of these offerings.

HCM has entered into licensing agreements with investment advisory firms that enable it to offer
proprietary services and products of those firms. HCM receives no financial remuneration but may
receive other benefits as described in Item 12.B. Registered representatives of CIG receive
commissions from CIG as described in Item 8.

As compensation for referral of customers and services rendered thereto, HCM may pay a portion of
its fee revenue for such customers to outside investment professionals. Where applicable, any such
fee payment will be fully disclosed in the Investment Advisory Agreement.

(Complete amended pages in full, circle amended items and file with execution page (page 1).
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	0: Advisory Services
 
Harbor Capital Management, Inc. (HCM) provides investment advice to its clients in the areas of objective setting, asset allocation and performance monitoring.  The firm assists clients in establishing accounts, implementing investment plans and the maintenance of these accounts.  Investment reports are prepared and mailed to clients on a quarterly basis and daily statements are available online via the company's website at www.harborcapitalmgmt.com.
 
Investment Advisory Fees
 
All clients retain HCM by executing a written Investment Advisory Agreement (IAA) and paying a quarterly fee for services rendered.  Fees are charged in advance at the beginning of each calendar quarter.  The fee is computed by multiplying one-fourth of the applicable fee rate(s) shown in the schedule below by the market value of the account as of the last business day of each calendar quarter.  
 
Schedule of Fees:          Annual Fee Rate            Account Assets
                                       1.00% of the first            $1 million,
                              plus  0.75% of the next           $2 million,
                              plus  0.50% of the next           $2 million,
                               
HCM reserves the right to negotiate its fee rate based on aggregation of multiple related accounts, group discounts, or for clients requiring specific investment services (for example, accounts requiring only fixed income management).  The company also reserves the right to change its fee schedule provided that clients are notified at least sixty days in advance and the IAA is amended.  A minimum fee of $625.00 may be charged.
 
For new accounts or additional investments made to existing accounts, a pro-rated fee will be charged.  The fee is computed by multiplying one-fourth of the applicable fee rate by the total amount of new cash and securities deposited into the account.  This amount is then multiplied by the number of days from the date of deposit to the end of the current quarter then divided by the total number of days in the quarter.  Such fees are not subject to any minimum dollar amount.
 
Fees will be deducted directly from the Account(s) when due by redeeming a sufficient number of cash or securities at the then current share prices.  At HCM's sole discretion, it may mail clients an invoice for advisory fees due.  Such fees will be payable within thirty days of the date of the invoice.  If fees are not received at that time, HCM may collect the delinquent fees by redeeming a sufficient amount of cash or securities from the account.  HCM reserves the right to discontinue invoicing fees and to collect fees by redeeming cash and securities directly from the account at any time.
 
The IAA provides for termination by either party by providing thirty days' written notice to the other party.  In the event that HCM's services are terminated, unearned fees may be due to Client.  The    
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	Text15: amount payable will be pro-rated from the date of termination through the end of the current calendar 
quarter subject to a minimum refund of $25.  The date of termination shall be deemed to occur on the
earlier of: i.) Thirty days from the date written notice of termination is received by HCM; or ii.) Thirty 
days from the date that substantially all account assets are withdrawn or transferred from the 
account(s).
 
 
From time-to-time HCM may recommend limited partnerships that invest in managed futures and 
hedged equities.
 
 
Investment Strategies
 
Harbor Capital's investment approach evolved from Modern Portfolio Theory concepts that hold that investors are generally risk averse.  The level of risk each investor is willing to assume is ultimately a determinant of a portfolio's expected return.  HCM uses a portfolio optimization strategy to maximize risk-adjusted returns of the portfolios it recommends.  It allocates investments among asset classes that tend to have low long-term correlations with one another but that, on average, produce a positive and more predictable return.  
 
After determining the asset allocation for each client, HCM allocates portfolio assets among mutual funds, exchange traded funds, separate account programs or individual securities, such as stocks, bonds or other financial products.  When recommending actively managed mutual funds or separate account programs, primary consideration is given to diversification of investment styles (for example, Growth, Value or Blend) within each asset class.  Historically, manager styles tend to perform cyclically.  Studies show that investors who chase performance among these styles frequently move in and out of them at inopportune times causing a drag on portfolio returns.
 
Finally, within each manager style, HCM endeavors to allocate portfolios among multiple specialist managers.  No matter how successful a given manager may be today, they are unable to always stay at the top relative to their peers.  Allocating assets among multiple managers helps to smooth portfolio returns and allows investors to ride out the inevitable cycles with less volatility.
 
 
Education and Business Standards
 
Generally, persons to be employed in professional, managerial or significant administrative positions at  
HCM will have a four-year college degree and experience in a related area of business.  The  
attainment of, or progress toward, a degree program awarding a finance-related professional 
designation is supported and encouraged for all staff and advisors.  In addition, Advisors of HCM must 
meet the minimum registration requirements, including passage of the FINRA Series 65 Exam and 
any others that may be deemed necessary from time-to-time. 
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	Text17: Education and Business Background of Officers
 
C. Mack Washam    DOB:  8/16/1942
Education:
Catawba College,  1960-1964   Business Administration
 
Business:
Harbor Capital Management, Inc., Founder and President, February 1990 to present
North Carolina Life, Accident & Health Insurance License
 
 
John A. Capets    DOB:  9/13/60
Education:
Indiana University of Pennsylvania,  1978-1982   Bachelor of Science in Finance
University of North Carolina at Charlotte,  1985-1987   Masters of Business Administration
 
Business:
Harbor Capital Management, Inc., Vice President, February 1990 to present
Capital Investment Group, Inc.,  Principal and Registered Representative, September 1996 to present
North Carolina Life, Accident & Health Insurance License
NASD Series 6, 7, 24 and 65 
 
 
Other Business Activities 
 
HCM holds a Life, Accident and Health insurance license.  From time-to-time, it provides insurance 
solutions to clients who need such services.  Primarily, HCM recommends group annuity products 
offered by insurance companies to its 401(k) Profit Sharing Plan clients.  These products provide 
state-of-the-art investment and record-keeping solutions to companies that sponsor these types of 
retirement plans.  HCM actively recommends and services these products and currently has more 
than twenty clients with plan assets in excess of $25 million.
 
 
Other Financial Industry Activities
 
Several of HCM's representatives are registered representatives of Capital Investment Group (CIG), an independently owned and operated Broker/Dealer and Member, SIPC.  From time-to-time, an HCM Advisor/Registered Representative may recommend that a client of HCM engage in commissionable investment transactions depending on the client's personal investing needs and objectives.  In this instance, the HCM representative will share in the commission that is received by CIG.  Commissions at CIG may be higher or lower than other Broker/Dealer firms but are generally in line with industry standards.
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	Text19: HCM has entered into contracts with Russell Investments and its affiliates; corporations registered 
under the Investment Advisers Act of 1940, and may from time-to-time enter into similar agreements
with other investment companies for the purposes of offering those companies' proprietary investment 
products to HCM clients.  While HCM receives no compensation from any such company, it may 
receive investment research and financial tools or technologies that may be used in making 
recommendations to its clients. 
 
C. Mack Washam and John A. Capets each own a minority interest (less than 0.50% each) in shares of National Advisors Holdings, Inc. (NAH), a savings and loan holding company.  NAH formed National Advisors Trust Company FSB (NATC), a federally chartered trust company.  The Office of Thrift Supervision, a bureau of the US Treasury Department, regulates both NAH and NATC.  The trust 
company offers a low cost alternative to traditional custody and trust service providers.  HCM may 
recommend NATC to its clients from time-to-time.
 
HCM receives no commission, fees or other direct compensation as a result of these arrangements.  Clients pay for services rendered through management fees, shareholder service fees or, in limited cases, transaction fees paid directly to the financial institution.
 
 
Participation or Interest in Client Transactions
 
Refer to Item 8.  Commissions, if any, are fully disclosed and the registered representative will receive a portion of these commissions based on the normal commission schedule in effect with the broker-dealer represented.
 
 
HCM will not simultaneously engage in buying or selling for its own account or those of its principals or employees if such activity would be detrimental to client accounts or if it were to stand to gain financially by doing so.  Such activity would further be prohibited if it were in conflict with HCM's code of ethics as an Investment Advisor or involve any material, non-public information.  However, frequently HCM's employees and principals work with clients who have similar objectives as their own and often will purchase the same or similar investments for their personal accounts as for their clients' accounts.
 
 
Code of Ethics
 
HCM endeavors to maintain high ethical and professional standards in its day-to-day business with its 
day-to-day business with its clients and employees.  HCM's Code of Ethics sets forth the duties and 
responsibilities of its Advisers and employees and specifies the required actions to be taken in 
the event of a breach of the code.  HCM will provide a copy of its Code of Ethics to any client or prospective client who requests it.
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	Text21: HCM may charge a minimum fee as described in Item 1.D. 
  
(continued) Reviewers consist of HCM’s investment advisers who are familiar with clients’   
financial circumstances and who have been trained by HCM and are otherwise qualified in such 
matters through education and experience.  Accounts are assigned to the investment adviser
responsible for establishing the client relationship and this varies from adviser-to-adviser. 
  
 
Investment or Brokerage Discretion
 
HCM assists clients in establishing and maintaining brokerage accounts at independent third-party custodians, including Fidelity Investments, National Advisor Trust Company, Charles Schwab & Co. and SEI Investments.  Clients are not obligated to execute any investment transactions through such custodians. 
 
As the discretionary advisor of its clients' assets, HCM has the authority to specify and direct the stocks, bonds, mutual funds and other securities, including the amounts of each, to be bought and sold.  Such direction will be consistent with the client's needs and objectives as determined during
objective setting process or later meetings or conversations with client.  Specific client consent for such direction is not required.
  
 
HCM recommends brokerage firms to clients as discussed in Item 12.A.  Several factors are considered when making this recommendation including the firm's product offering relative to the client's needs, execution of trades, customer service capabilities and fees.  All of the brokerage firms offer services at competitive rates for the types of services and executions recommended.  HCM receives no financial compensation for its recommendations, but may be provided access to research and web-based financial tools.  These include white papers on a broad list of financial subject matter and financial planning tools, such as retirement projection calculators and asset allocation planning programs.  Such items are commonplace in the industry among all similar brokerage firms and clients do not pay higher fees as a result of these offerings.
 
 
HCM has entered into licensing agreements with investment advisory firms that enable it to offer proprietary services and products of those firms.  HCM receives no financial remuneration but may receive other benefits as described in Item 12.B.  Registered representatives of CIG receive commissions from CIG as described in Item 8.
 
 
As compensation for referral of customers and services rendered thereto, HCM may pay a portion of its fee revenue for such customers to outside investment professionals.  Where applicable, any such fee payment will be fully disclosed in the Investment Advisory Agreement.
 


