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	Text1: Gosting Capital Management
9635 Whitehurst Drive
Dallas, TX  75243
 
Donald L. Gosting, Jr. sole proprietor
d/b/a Gosting Capital Management
 
Donald L. Gosting, Jr. is the only "employee" of Gosting Capital; responsible for client contact, portfolio management, preparation of quarterly client reports, regulatory submissions, and business conducted by Gosting Capital.
 
March 6, 2012
 
THIS BROCHURE HAS NOT BEEN APPROVED BY THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES REGULATOR.
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	Text2: Date of Last Annual Update:  January 1, 2011
 
Material Changes since last update:  None
 
The only change from the prior year was to assets under management and number of clients.  
 
         Assets Under Management     $38,910,752
 
         Number of Clients                             25
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	Text3: Page/ Item
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	Text4: Donald L. Gosting, Jr. entered the investment management business in 1971 as a securities analyst at the First National Bank in Dallas; became a portfolio manager in 1974; left successor to First National Bank in 1981 to join MH/Edie as regional manager; left MH/Edie Investment Counsel in 1986 to establish Gosting & Company Investment Mangement, Inc. and its successor Gosting Capital Management in 1989.  In 1988 I was the equity portfolio manager for Lomas Capital Management.
 
I provide discretionary investment management services to clients.  Investment portfolios managed on a discretionary basis permits the review of client objectives, evaluation of investment suitability, and the execution of buy and/or sell orders for securities in the client's portfolio.
 
Each client's investment needs are approached on an individual basis.  By doing so, each client is afforded the best opportunity to achieve specific objectives.  I work closely with each client to determine the rate of return and stability of capital value appropriate to meet his or her investment objectives.  Managing clients' investment portfolios is my sole business activity.
 
Asset allocation between stocks and bonds is the primary determinant of achieving income and capital appreciation objectives.  Usually, a investment grade, laddered bond portfolio provides the income objective.  Capital appreciation is achieved with a portfolio of 30 to, at times, perhaps 40 listed or NASDAQ stocks.  I do not buy mutual funds or ETFs or other derivative or synthetic securities; just the stock of individual companies, diversified among generally 30 to 35 names.  In the client's written investment guidelines (incorporated as part of our Investment Management Agreement), direction may be given which limits or prohibits the purchase of certain companies or industries.  Each client provides a written statement of investment objectives and guidelines.
 
I do not participate in "wrap" programs.
 
As of December 31, 2011, I managed 25 client relationships and $38,910,752.
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	Text5: Investment management fee schedule is provided below:
 
                                                                   0.75% for first $500,000
                                                                   0.50% for next $1 million
                                                                   0.25% above $1.5 million
 
My quarterly investment management fee is calculated based on the market value of the portfolio at the end of each quarter, applying the annual percentage rate, and dividing by four.  My fee is billed one quarter in advance.
 
I receive no other compensation.  
 
Cash balances held in an account are usually invested in money market funds, earning interest; therefore, in addition to my investment management fee, you will also pay a fee for the management of the money market fund.  Money market funds are the only mutual or collective funds in which I invest your portfolio.
 
In addition to my investment management fee, you will pay brokerage commissions and quite possibly a fee for custodial services at bank trust departments.  I do not receive any of these costs of service.
 
A client may direct his or her custodian, whether a brokerage firm of trust company, to pay my quarterly investment management fee from the portfolio.  You will receive an informational copy of my invoice in your quarterly appraisal report, normally mailed the day after the end of each calendar quarter.
 
I do not pay or receive compensation from brokers or third parties for acquiring clients.
 
Fixed Fee.  During my 25-year experience managing portfolios, there have been two instances where the client paid a fixed fee as opposed to the graduated fee.  I disclose the fixed fee relationship because I still manage one of those portfolios.  The circumstances for the fixed fee revolved around a preponderance of the portfolio assets being invested in municipal bonds.  Since my approach to managing municipal bonds is a "one-decision" ladder of maturities of high quality municipal issuers, I felt it inappropriate to charge a management fee based on asset value.  Therefore, I proposed a fixed fee for managing the entire portfolio which, in reality, reduced the fee for managing the municipal bond segment to almost nothing.  I do not seek bond portfolio management; I am a manager of stock portfolios; I do not offer fixed fee management of stock portfolios.
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	Text6: I do not manage portfolios for a performance-based fee.   
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	Text7: I management portfolios for individuals, foundations, and corporations.  I manage both IRA and taxable portfolios for individual investors.  
 
I do not have a minimum size account, though the risks in managing a smaller, less diversified portfolio are discussed with a prospective client,  understood and agreed to before an investment relationship is begun.
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	Text8: Stock selection and retention is based on fundamental analysis of a company's business, management, industry, balance sheet and income statement.
 
Selection is based on GARP or "growth and a reasonable price".  Dividend growth, but not yield, is also considered.
 
I am dependent upon third party analysis, primarily from brokerage firms, as well as primary research.
 
My time horizon for an investment is three-to-five years.  My portfolio turnover and transaction costs are considered to be low.  Portfolio turnover is generally less than 20% per year.  
 
I am not a "closet indexer"; my stock selection is not based on the inclusion of a company in a market index; nor do I pay any attention to the weight of a particular industry within my portfolios relative to a market index.
 
I am not a "market timer".  I manage "fully invested" portfolios; generally, cash and money market fund represents less than 5% of total market value.  Remaining fully invested poses a higher risk of capital loss due to "systematic" or market related causes as opposed to the fundamental risk found in individual stocks.
 
Subject to specific client objectives and guideline limitations, I attempt to maintain a commonality of names in all the portfolios I manage; therefore, the risk associated with any one stock is viewed as appropriate for the vast majority of client portfolios I manage.
 
The risks involved in managing a portfolio of 30 to 35 stocks are higher than a mutual fund of many more names; however, the attention paid to each name in the portfolio is very high.  It is expected that by close attention to selection, the performance of a diversified portfolio of 30 to 35 stocks will exceed that of the broad market.  However, there is no guarantee.
 
In the fixed income segment, I generally focus on municipal bonds of Texas issuers, with particular interest in General Obligation school districts guaranteed by the Permanent School Fund.  
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	Text9: 1997- 
 
State Securities Board, State of Texas
 
97-055 Board Order # Fin - 1215
 
Lapse of Registration
 
Summary of details:
 
"A description of the action:  Without Mr. Gosting admitting or denying the findings set forth below, it was found that during a period in which the applicant was registered as an investment adviser with the SEC and Texas, his registration lapsed.  Upon filing an application for re-registration in Texas, a determination was made that the applicant had acted as an investment adviser in Texas without being registered.  Mr. Gosting consented to a $5,000 fine and was permitted to withdraw his application for investment adviser registration in Texas because he has claimed an exemption from registration."
 
The fine was paid September 17, 1997.
 
There were no sanctions.
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	Text10: I have no affiliations.
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	Text11: I have a Code of Ethics, a copy of which I will supply upon request.
 
I do not participate in nor do I have an interest in any client transactions.  I do not buy the same stocks in my portfolio, or accounts in which I have a financial interest, that I buy in clients' portfolios.  My first obligation is to my clients; and in my judgement, my clients receive the stocks I consider to have the better risk-adjusted expected return relative to those I buy for my portfolio.
 
I maintain a file of my transaction confirmations and monthly statements and those of my family.  That file is available for comparison with the purchases I have made in client portfolios:  I have never bought a stock in my portfolio that I bought for my clients.
 
My Code of Ethics outlines the fiduciary obligation I owe to my clients; to always act in their best interest; to provide investment management that I believe to be suitable in light of their investment objectives, guidance and circumstances.  I will use reasonable care and judgement to achieve and maintain independence and objectivity in making investment decisions for clients.  I have attempted to insolate every opportunity for a conflict of interest to arise between me and my clients with policies that reflect my effort to always act in their best interest.
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	Text12: I have no "soft dollar" relationships.  None of my expenses are paid with your brokerage commissions.
 
I do not direct brokerage commissions to brokers for client referrals.
 
Directed Brokerage.  Each client's assets are held in custody at a brokerage firm or a bank trust department.  The selection of that brokerage firm, broker or bank trust department is solely the client's decision.  As custodian, the brokerage firm or bank trust department provides a record of trades and a monthly statement of transaction and portfolio market value.  Additionally, the broker or trust officer may provide additional valuable services to the client.  For custodial services and broker services, the client and custodial agree upon the commissions to be paid for buying and selling securities in the account.  At the outset of my relationship with the client, I receive a written acknowledgement signed by the client and broker that the client knows what brokerage commissions will be paid for transactions I undertake on behalf of the client.  Therefore, while brokerage commissions are directed, they are disclosed by the broker and I have no commission discretion.
 
Transactions in each account are entered separately; there is no trade aggregation or allocation.  For highly liquid stocks, trades are entered at market with each client broker or trust department trader.  Limit orders are used when appropriate.
 
Broker/Custody Selection.  There are occasions when a client does not have a broker/custodian when we enter into an investment management relationship.  In the past, this occurred when a client inherited a cast sum, sold property for cash, or transferred cash from a previous manager who utilized mutual funds.  Not having an established broker/custody relationship, the client asks for a recommendation.  Depending on specific circumstances, I usually recommend an on-line/discount brokerage firm.  While Charles Schwab and TD/Ameritrade may also be presented as options, I usually recommend E*Trade, a brokerage firm I have used for other clients since the late-1980s at predecessor Kahn & Co.  E*Trade provides marker order executions for $5.00 and limit order executions for $10.00.
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	Text13: There are two review levels.  Daily, I watch the stocks that are in each portfolio and monitor the individual portfolios.  On a quarterly basis, I meet with many clients face-to-face and review the market environment, stocks in their portfolio, and the performance of their portfolio with them.  I also meet with some clients on an annual bases.  Portfolio performance is compared with the S&P 500 and Lipper's Average US Equity fund for various time periods.
 
Periodically, generally annually, every client's investment objectives and guidelines are reviewed with them to insure they are current and relevant to the time.
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	Text14: My clients have generally been referred by other clients.  I do not pay for referrals.  I do not compensate brokers for referrals.
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	Text15: I DO NOT HAVE CUSTODY.  
 
Brokerage firms and bank trust departments have custody of the assets of my clients.  I have a trade authorization or limited power of attorney to enter purchase and sale transactions with their custodian.  I do not vote proxies.  I do not handle client funds.  Clients may direct their broker or trust department custodian to pay my investment management fee from their portfolio.  In addition to forwarding my quarterly invoice to the brokerage firm of bank custodian for payment, I forward an informational copy of the invoice to each  client with their quarterly investment report. 
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	Text16: At the outset of our investment management relationship, each client provides a written set of investment objectives and guidelines.  Generally, full discretion is provided in the guidelines.  However, certain social, religious and client employer or director issues have arisen in the past which required certain limitations on the selection of stocks in specific portfolios.  Subject to appropriateness, I am generally given full investment discretion.
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	Text17: I do not vote proxies.  Securities held in each client's portfolio are registered in their name or street name and voted by client, brokerage firm or trustee, generally at their direction.
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	Text18: I do not require or solicit prepayment of investment management fees.
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	Text19: Donald L. Gosting, Jr.  sole proprietor  -  no other management personnel or staff
BBA, MBA, finance, Texas Tech 
Entered business as a securities analyst in 1971; portfolio manager in 1974; regional manager of investment firm 1981; entered private money management 1987.  One year at Lomas Capital in 1988.
 
Investment management  of stock and bond portfolios is my only business.
 
No performance-based fee compensation.
 
Disciplinary event - lapse of State of Texas registration 1997 
"A description of the action:  Without Mr. Gosting admitting or denying the findings set for below, it was found that during a period in which the applicant was registered as an investment adviser with the SEC and Texas, his registration lapsed.  Upon filing an application for re-registration in Texas, a determination was made that the applicant has acted as an investment adviser in Texas without being registered.  Mr. Gosting consented to a $5,000 fine and was permitted to withdraw his application for investment adviser registration in Texas because he has claimed an exemption from registration."  That exemption was based on assets under management exceeding $25 million and SEC registration.  Texas required a "notice" filing.
 
 
No relationship with any issuer of securities.
 
Do not accept wrap accounts nor manage any, never have.
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