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Advisory Business

Form ADV Part 2A, Item 4

A. Posey Capital’s registration was granted byTeras Securities Board on October 17, 2002 antiétS. Securities and Exchange Commission|pn
June 21, 2010. Thomas L. Posey (CRD No. 30085 jasident and chief compliance officer of the famd owns two-thirds of the firm. Jeff W.
Eschman (CRD #5260010) is Director of Planning awds one-third of the firm. The firm is not puljiowned or traded. There are no indirect
owners of the firm or intermediaries which have ampership interest in the firm.

B. Advisory Services
Posey Capital Management Inc. offers personalizetighio management and financial planning servicemdividuals, trusts, estates, charitable
organizations, corporations, and other businesgemt The firm's services and fee arrangemertslascribed in the following pages.

Posey Capital Management is a corporation formefutihe laws of the State of Texas. This F naregtrovides clients with information about the
firm, its qualifications and business practices] tire nature of the advisory services offered Iyfitm. The information in this brochure has neeb
approved or verified by the United States Securitied Exchange Commission, the State of Texasyoother State securities authority.

Please contact Thomas L. Posey, President, if goe hny questions about this narrative. Additiomairmation about Posey Capital Management i
available on the Internet at www.poseycapital.cdmaddition, the Securities and Exchange Commissid/eb site offers information about registereid
investment advisors at www.adviserinfo.sec.govu ¥an search the SEC site by a unique identifyimglrer, known as a CRD number. The CRD

number for Posey Capital Management is 122405.

Portfolio Management Services

Posey Capital Management offers portfolio managemsenvices in which the investment advice provideclistom-tailored to meet the needs and
investment objectives of the client. Subject tg amitten guidelines that the client may provides firm may be granted discretionary authority to
manage the account. Accordingly, Posey Capitaldgament is authorized to perform various functiahshe client's expense, without further
approval from the client. Such functions include tletermination of securities to be purchased&attthe amount of securities to be purchased/so|fl.
Once the portfolio is constructed, Posey Capitahdgement provides ongoing supervision of the plastfo

At its discretion, the firm may allow accounts oémbers of the same household to be aggregatedifpoges of determining the advisory fee. Pos .“
Capital Management may allow such aggregationefample, where the firm services accounts on befaffinor children of current clients, individugl
and joint accounts for a spouse, and certain agipess of related accounts. This consolidationtmads designed to allow clients the benefit of an
increased asset base which could potentially erithblaccounts to be assessed a reduced advisdrgsed on the larger asset base.

Qualified Independent Custodian

Posey Capital Management never has custody oflamt funds or securities. The services of a digalindependent third-party custodian who repgfts
directly to the client are utilized for all portfolmanagement accounts. The custodian sends ¢tarsaonfirmations and monthly statements diretsl
the client on all client accounts.

Currently Fidelity Investments is the custodiantfasst client accounts. In business since 194&liBydnvestments is one of the largest account
custodians in the world with well over $1 trilliom assets custodied.

The independent third-party custodian relationshigtrictly between the client and the custodi@®nerally, Securities Investor Protection Corporati
(SIPC) and certain private insurance provided loielly Investments are available to protect masintlaccounts with the custodian. Nevertheless, ||i
the custodian were to become financially insoltbetclient would be subject to risk of loss. Fdormation about steps Fidelity Investments takes
enhance the security of client accounts,_see htgsgonal.fidelity.com/global/content/protecting-alients-asset-is-our-priority.shtml.cvsr?refhp=cp

While Posey Capital believes that Fidelity is sgofinancially solvent, and able to honor its conmants to its clients, Posey Capital does not
guarantee Fidelity's financial situation or itsligpto honor its commitments to its clients. Téwestodial relationship is between the client ardeHy.

As a general rule, the minimum amount under managéifor a new client relationship is $2,000,00@mtimes the firm makes exceptions.

Financial Planning Services

Financial planning typically involves providing anety of services, principally advisory in natui@clients regarding the management of their forel
resources based upon an analysis of their indiVigerds. The topics frequently covered includieeetent planning, investment advice on asset
allocation and investment selections, insurancenfey, tax planning, planning for children's andrgtchildren's educations, gifting programs, wealt|
transfer planning, business succession planningatade planning. Financial planning services melpde consultations and/or written plans that
analyze a client's financial situation and makerappate recommendations for strategies. Assigtavith implementing the strategies may be proviggd
as well.

Some clients may only require advice on a singbeetsof the management of their financial resourdes these clients, Posey Capital Managemen
may offer consulting services that address onlgelgpecific areas of concern.

Financial plans are based on the client's finarsifahtion at the time the plan is presented aadased on financial information disclosed by tient
to Posey Capital Management. The client is resptanfor providing complete and accurate informatébout his or her financial situation and
circumstances. Clients are advised that certanragtions may be made with respect to interesirdtadion rates and use of past trends and
performance of the market and economy. Past pedioce is in no way an indication of future perfone® Posey Capital Management cannot offe

any guarantees or promises that the client's finhgoals and objectives will be met. As the diefinancial situation, goals, objectives, or reeed
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change, the client must notify Posey Capital Manszg promptly.

Insurance
If the firm's analysis indicates that the cliendsld consider insurance, the firm may recommenihsurance agent based on the agent's costs,

reputation, dependability and compatibility witketblient, and may assist the client with obtairtimginsurance. The firm may charge separately fo
this service or it may be included in the fixed.fee

Posey Capital Management does not accept insucamemissions or referral fees in connection with Bxsyrance that may be purchased by the clie
Posey Capital Management is not related to anyamse company or agent. Posey Capital Managenoestmbt guarantee the products or services of
any insurance company or agent.

Wills and Other Legal Documents
Thomas L. Posey, President, is an attorney andnabeiein good standing of the State Bar of Texashbudoes not practice law. At the client's regugs
the firm may recommend an attorney based on tbenaty's costs, reputation, dependability and coibifigt with the client.

Posey Capital Management does not accept legabfaeserral fees from any legal referral. Posepil Management is not related to any attorneyjjor
law firm. Posey Capital Management does not gueeatie work of any attorney or law firm.

Termination

The client may terminate the financial planning aodfolio management agreement within five daythefdate of acceptance without penalty to the
client. However, the client will incur a pro ratharge for bona fide financial planning and/or edtirsg services rendered prior to such termination.
After the five-day period, either party may terntathe agreement by providing written notice todtteer party. If there are any prepaid unearned, fe
Posey Capital Management will promptly refund thearned fees to the client. Any portfolio managenfiee that has been earned for the current
quarter will be pro-rated for the portion of theagier in which the assets were managed beforestheetiation notice was received.

C. The firm tailors its advisory services to thdiuidualized needs of its clients. Reviews are reffie typically annually, but more often if needed.

Advisory clients may impose restrictions on theic@unts.

D. The firm does not participate in any wrap feegoams.

E. The firm manages about 235 accounts.

2
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Fees and Compensation

Form ADV Part 2A, Item &

Portfolio Management Fees

The fee for portfolio management services is bijedrterly at the end of each quarter. Quartesysfare assessed in arrears or in advance, onat®
basis if the portfolio management service begirengttime other than the first day of a calendartgr. Fees are calculated by our staff and rahdo
spot-checked by a third party the firm engagestis purpose. Posey Capital Management invoicesliant directly for portfolio management

services or, with client consent, fees may be paithe client's behalf by the qualified independerstodian holding the client's funds and secsried
deducted from the client's account. The portfolanagement fee is based on a percentage of the assker management and typically ranges from ||l/2
of 1% to 2% per year, depending on the size anctmdity of the client's account.

Financial Planning Fees

Typically, Posey Capital Management provides finaln@anning services only to portfolio managemaignts. A negotiable fixed fee is paid in
advance before the financial planning begins. naswal cases, Posey Capital Management may prbrateial planning services for a negotiable

hourly fee or fixed fee.

3
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Performance-Based Fees and Side-By-Side Management

Form ADV Part 2A, ltem

Not applicable

4

©2010 National Compliance Services 800-800-3204




Types of Clients

Form ADV Part 2A, ltem

Types of clients include individuals, pension andfip sharing plans, trusts, estates, charitabdgizations, corporations or other business estitie

5
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Methods of Analysis, | nvestment Strategies and Risk of Loss

Form ADV Part 2A, Item &

The method of securities analysis employed by ithe $hall be fundamental analysis.

Posey Capital Management does not represent, viagaarantee or imply that the services or metlud@salysis employed by the firm can or will
predict future results, successfully identity mato@s or bottoms, or insulate clients from loses to market corrections or declines. Past padoce
is no guarantee of future performance. Marketeslf investments will always fluctuate based orketaconditions.

Advice offered by Posey Capital Management may lirevmvestments in mutual funds. Clients are aetvithat all fees paid to Posey Capital
Management for investment advisory services araragp and distinct from the fees and expenses etidng mutual funds to their shareholders. Mutlial
fund fees will generally include a fund managenfeatand other fund expenses. Mutual fund feesleseribed in the fund's prospectus, which the
custodian mails directly to the client followingyapurchase of a mutual fund that is new to thentBeaccount. In addition, a prospectus is avklab
online at each mutual fund company's Web sitethéfclient's request at any time Posey Capital idement will direct the client to the appropriate
Web page to access the prospectus.

In addition, the custodian may charge the cligmtakerage fee to purchase or sell securities. @#nehe brokerage fee charged to clients by Higlel

Investments is $25 per mutual fund trade. Posgyt@ldManagement does not share in any brokeragthfe may be charged by the custodian.

The client should review all fees charged by mutuatls, Posey Capital Management, and the custaedifiily understand the total amount of fees tq
be paid by the client.

6
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Disciplinary | nformation

Form ADV Part 2A, Item ¢

Not applicable.
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Other Financial Industry Activities and Affiliations

Form ADV Part 2A, ltem 10
Not applicable
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Code of Ethics, Participation or Interest in Client Transactions and Personal Trading

Form ADV Part 2A, Item 1

The firm has adopted a written Code of Ethics icoadance with SEC Rule 204A-1. This Code of Ethissusses the required professional
behavior imposed by the firm upon all associatedges and access persons. The Code of Ethicsiatatsdes the required protocol in relation
to the trading of personal securities. The goverminnciple by which the firm conducts its businesthat the firm is a fiduciary to its clients.
As a fiduciary, the firm has a duty of care, loyalionesty, and good faith to its clients. Compimith this duty can be achieved by trying to
avoid conflicts of interest and by fully disclosiaty material facts concerning any conflict thaed@rise with a client.

A copy of the firm’s Code of Ethics is availableditents and prospective clients upon request.

Posey Capital Management may recommend publictiettasecurities to its clients which employees effttm own in their personal accounts. In orger
to prevent "front-running" and to avoid potentiahdlicts of interest, Posey Capital Management ilithemployees from conducting trades in their
accounts when there is an open order pending dbeiat in the same security, other than mutual funtiich trade at the day's closing price and whic;
therefore cannot be affected by intraday trading.

9

©2010 National Compliance Services 800-800-3204




Brokerage Practices

Form ADV Part 2A, ltem 12
Posey Capital Management manages client accouraglmtretionary basis. The firm's and the cuatgdipolicies and procedures both prohibit and
prevent Posey Capital Management or its assodiateswithdrawing any assets from client accourfke firm's discretionary transactions in client
accounts are limited to general securities, muftuals, options and government securities.

Suggestions of Broker

Those clients who ask Posey Capital Managememricimmmmend a broker will receive a recommendatioedas the broker's costs, skills, reputatio
dependability and compatibility with the clientlights may be able to obtain lower commissionsfaed from other brokers. The value of products
research and services provided to Posey Capitahlyenent by the broker, if any, is not a factorétedmining the selection of broker-dealers.

10
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Review of Accounts

Form ADV Part 2A, ltem 13

The firm reviews and, if appropriate, rebalancéntlaccounts following the client's financial plapdate, typically annually. While the firm
encourages annual financial plan updates, clieatsand often do defer their updates until they fieey have a need to meet. To address this sityal
the firm may review client accounts more often.ottder to avoid unnecessary transaction costsrarmrie taxes, the firm rebalances to the target agse
allocation only if necessary, in the firm's judgmfyén meaningfully reduce risk or enhance retimsome circumstances, the firm will perform a sple

review of an account. Events that may triggerecip review include a client request, or recefhformation from the client of a substantial charin
the client's financial circumstances or investnajéectives. Tom Posey, Jeff Eschman or Dani Lakewill analyze the account and generate tradgs
where appropriate. The trades generally thenbeilthecked by one or both of the other team meniiséose the orders are placed with the custodiaf.

It is further disclosed that the firm prepares terdy reports for its clients showing their accobatances and certain other information. In additi
clients receive monthly or quarterly statementd@nannual and semi-annual mutual fund reports filoair custodians, mutual funds and other mong
managers, as appropriate.
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Client Referrals and Other Compensation

Form ADV Part 2A, Item 14

Not applicable
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Form ADV Part 2A, ltem 15

Not applicable.
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I nvestment Discretion

Form ADV Part 2A, ltem 16

The firm engages in discretionary management giesvon behalf of advisory clients. Please see fem(4), above.
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Voting Client Securities

Form ADV Part 2A, Item 1

The firm does not vote proxy statements on beHaflvisory clients.

15
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Financial Information

Form ADV Part 2A, ltem 18

The firm does not charge any fees more than sixnsdan advance. As such, no financial informati®neiquired to be included in this narrative.

16
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Reguirements for State-Registered Advisers

Form ADV Part 2A, ltem 19

The firm'’s principal executive officer and other magement persons, their formal education and bssibpackground, are provided elsewhere in this

Form ADV Part 2. The firm is not engaged in anyibess other than giving investment advice. The fsmot compensated with performance-based
fees. The firm has no relationship or arrangerbgmwhich it or the principal executive officer anyamanagement person is compensated by any iss

of securities.

17
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Additional I nformation

Posey Capital Management is entirely independems ciot share in any fees or commissions chargedhypgustodian, and does not accept
compensation from any custodian.

Currently Fidelity Investments is the qualified @pndent third-party custodian for all client agdsu In business since 1946, Fidelity Investments
one of the largest account custodians in the waitld well over $1 trillion in assets combined.

The independent third-party custodian relationshigtrictly between the client and the custodi@enerally, Securities Investor Protection Corporati
(SIPC) and certain private insurance provided lieltly Investments are available to protect masintlaccounts with the custodian. Nevertheless, |
the custodian were to become financially insolteetclient would be subject to risk of loss. Fdbrmation about steps Fidelity Investments takes
enhance the security of client accounts,_see ktgrdonal.fidelity.com/global/content/protectingr@lients-asset-is-our-priority.shtml.cvsr?refhp=cp

While Posey Capital Management believes that Ridiistrong, financially solvent, and able to hoit® commitments to its clients, Posey Capital
Management cannot guarantee Fidelity's financiahbn or its ability to honor its commitmentsit®clients.

Business Continuity and Disaster Recovery Plan
The firm has adoptedBusiness Continuity and Disaster Recovery Plan, and will provide a copy to any client or prospeetlient upon request.

18
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Thomas L. Posey, Jeffrey W. Eschman

Posey Capital Management, Inc.

(Posey Capital)
2415 Sunset Blvd., Houston, Texas 77005
Phone: 713-490-7000

October 21, 2010

FORM ADV PART 2B
BROCHURE SUPPLEMENT

This brochure supplement provides information about Thomas L. Posey and Jeffrey W. Eschman
that supplements the Posey Capital brochure. You should have received a copy of that brochure.
Please contact Thomas L. Posey, Chief Compliance Officer if you did not receive Posey Capital's
brochure or if you have any questions about the contents of this supplement.

Additional information about Thomas L. Posey and Jeffrey W. Eschman is available on the SEC’s
website at www.adviserinfo.sec.gov.
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Thomas L. Posey (CRD No. 3008527 and Jeffrey W. Eschman (CRD No. 5260010)
Form ADV Part 2B IARD No.: 122405

Brochure Supplement October 21, 2010
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Thomas L. Posey (CRD No. 3008527 and Jeffrey W. Eschman (CRD No. 5260010)
Form ADV Part 2B

IARD No.: 122405
Brochure Supplement

October 21, 2010

| Educational Background and Business Experience ]

Form ADV Part 2B, Item 2

Thomas Lawson Posey

Year of Birth: 1957

Formal Education:

B.A., Business Administration, Trinity University, 1979

B.A., Psychology, Trinity University, 1979

J.D., University of Texas at Austin, 1992

Honors:

Teaching Quizmaster, 1990-91

Board of Advocates, 1991-92

Champion, National Moot Court Competition, Region 10, 1991

Best Brief Award; Lewis F. Powell Award for Excellence in Advocacy Champion, Hutcheson Moot Court Competition, 1990
Accredited Asset Management Specialist (AAMS), 2001

Certified Financial Planner (CFP®), 2002

Business Background for the Previous Five Years:

Former Faculty, Rice University School of Continuing Studies, Certified Financial Planner
Certification Education Program, Spring 2004 to present

Posey Capital Management Inc., President, August 2002 to present

Wealth Development Strategies, a securities broker-dealer, registered
representative, 2000-2002

Practice of Law, 1992-2000

Law School (University of Texas), 1989-92

Chief Financial Officer of international manufacturing company, 1979-89

Tom Posey is president and chief compliance officer, and owns two-thirds of the firm.

Jeff W. Eschman

Year of Birth: 1968

Formal Education:

B.S., Mechanical Engineering, University of Texas at Austin, 1990

Licensed Professional Engineer (currently inactive), 1995

Certified Financial Planner Certification Education Program, Rice University SCS, 2006
Certified Financial Planner (CFP®), 2010

Business Background for the Previous Five Years:

Posey Capital Management Inc., Director of Planning, March 2009 to present
Brazos Financial Advisors, LLC, President, 2006 to February 2009

Marathon Oil Company, Gulf of Mexico Projects Manager, 2006

Marathon Oil Company, Engineering Manager, 2004-06

Marathon Ashland Petroleum Company, Senior Engineer, 2002-04

Jeff Eschman is director of planning and owns one-third of the firm.
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Thomas L. Posey (CRD No. 3008527 and Jeffrey W. Eschman (CRD No. 5260010)
Form ADV Part 2B

IARD No.: 122405
Brochure Supplement October 21, 2010

| Disciplinary Information ]

Form ADV Part 2B, Item 3
Not applicable
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Thomas L. Posey (CRD No. 3008527 and Jeffrey W. Eschman (CRD No. 5260010)
Form ADV Part 2B

IARD No.: 122405
Brochure Supplement October 21, 2010

| Other Business Activities ]

Form ADV Part 2B, Item 4
Not applicable
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Thomas L. Posey (CRD No. 3008527 and Jeffrey W. Eschman (CRD No. 5260010)
Form ADV Part 2B

IARD No.: 122405
Brochure Supplement October 21, 2010

| Additional Compensation ]

Form ADV Part 2B, Item 5
Not applicable
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Thomas L. Posey (CRD No. 3008527 and Jeffrey W. Eschman (CRD No. 5260010)
Form ADV Part 2B

IARD No.: 122405
Brochure Supplement October 21, 2010

- swewson

Form ADV Part 2B, Item 6
Mr. Posey, as chief compliance officer of the firm, supervises Mr. Eschman
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Thomas L. Posey (CRD No. 3008527 and Jeffrey W. Eschman (CRD No. 5260010)
Form ADV Part 2B

IARD No.: 122405
Brochure Supplement October 21, 2010

| Requirements for State-Registered Advisers ]

Not applicable.
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