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Material Changes

Annual Update
The Material Changes section of this brochure will be updated annually when material
changes occur since the previous release of the Firm Brochure.

Material Changes since the Last Update
The U.S. Securities and Exchange Commission issued a final rule in July 2010 requiring
advisers to provide a Firm Brochure in narrative “plain English” format. The new final rule
specifies mandatory sections and organization.

Full Brochure Available
Whenever you would like to receive a complete copy of our Firm Brochure, please contact us
by telephone at: (407) 248-9647 or by email at: camie @ mcdonoughcapital.com.
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ADVISORY BUSINESS

Firm Description
McDonough Capital Management, Inc. (hereinafter “MCM” or the “Firm”) was founded in 1999.

MCM offers personalized investment advisory services to individuals, pension and profit sharing plans, trusts,
estates, charitable organizations, corporations, and other business entities. Individuals associated with MCM will
provide its investment advisory services. Such individuals are known as Investment Adviser Representatives (IARs).

MCM is a corporation formed under the laws of the State of Florida. This narrative ADV Part 2 provides clients
with information regarding MCM and the qualifications, business practices, and nature of advisory services that
should be considered before becoming an advisory client of the Firm.

Persons associated with MCM are registered representatives and investment adviser representatives of Triad
Adpvisors, Inc., a full service securities broker/dealer registered under federal and state securities laws. Triad
Adyvisors, Inc. is a member of the Financial Industry Regulatory Authority (“FINRA") and the Securities Investors
Protection Corporation (“SIPC”).

Please contact Edward A. McDonough, President/Chief Compliance Officer, if you have any questions about this
Narrative ADV Part 2. Additional information about MCM is available on the Internet at www.adviserinfo.sec.gov.
You can search this site by a unique identifying number, known as a CRD number. The CRD number for MCM is
143767. The Firm’s services and fees are described in the following pages.

Principal Owners
Edward A. McDonough is a 100% stockholder.

Types of Advisory Services
MCM provides financial planning services and investment supervisory services, also known as asset management

services.

All assets managed by MCM are either on a discretionary basis or on a non-discretionary basis. As of December 31,
2011, MCM manages $12,756,840 in assets on a discretionary basis and over $26,179,702 in assets on a non-
discretionary basis.

Total assets under management for MCM as of December 31, 2011 are $38,936,542.

Financial Planning Services

Financial planning services typically involve providing a variety of services, principally advisory in nature,
to clients regarding the management of their financial resources based upon an analysis of their individual
needs. The Firm will first conduct a complimentary initial consultation. If the client and the Firm mutually
decide to proceed, the client will engage MCM to provide financial planning services. Follow up meetings
will be conducted as necessary, during which pertinent information about the client’s financial
circumstances and objectives will be collected. MCM may meet with the client’s other professional
advisors (financial, legal, real estate, tax, etc.) for a series of information gathering and/or implementation
meetings. Once such information has been reviewed and analyzed, a written financial plan designed to
achieve the client’s stated financial goals and objectives will be produced and presented to the client. The
primary objective of this process is to allow MCM to assist the client in developing a strategy for the
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successful management of income, assets, and liabilities in meeting the client’s financial goals and
objectives.

Financial plans are based on the client’s financial situation at the time the plan is presented and are based
on financial information disclosed by the client to MCM. Clients are advised that certain assumptions may
be made with respect to interest and inflation rates and use of past trends and performance of the market
and economy. Past performance is in no way an indication of future performance. MCM cannot offer any
guarantees or promises that the client’s financial goals and objectives will be met.

Typically, the Firm will charge an hourly fee of $250 for financial planning services. The hourly fee is
negotiable based upon the complexity and scope of the plan, the client’s financial situation and objectives,
and the IAR performing the financial planning services. An estimate of the total time/cost will be
determined at the start of the advisory relationship. In limited circumstances, the time/cost could
potentially exceed the initial estimate. In such cases, the Firm will notify the client and will request that the
client approve applicable additional fees. Financial planning fees will be due upon presentation of the
written plan.

In limited circumstances, some clients may only require advice on a single aspect of the management of
their financial resources. For these clients, MCM offers financial plans in a modular format that address
only those specific areas of interest or concern.

Clients may act on the Firm’s recommendations by placing securities transactions with any brokerage firm
the client chooses. The client is under no obligation to act on the Firm’s financial planning
recommendations. Moreover, if the client elects to act on any of the recommendations, the client is under
no obligation to implement the financial plan through MCM or Triad Advisors, Inc. However, if the client
implements a plan through IARs of MCM in their capacities as investment adviser representatives of Triad
Adyvisors, Inc., such individuals may earn commissions for securities purchased through Triad Advisors,
Inc.

The client may terminate the financial planning service within five business days after the date when all
parties have agreed on such service without penalty. After the 5 day period, the client may contact the Firm
and request a termination of the financial planning service. The client will incur a pro rata charge for bona
fide financial planning and/or consulting services rendered prior to such termination.

Asset Management Services

Most Clients choose to have MCM manage their assets in order to obtain ongoing in-depth advice and life
planning. All aspects of the Client’s financial affairs are reviewed. Realistic and measurable goals are set
and objectives to reach those goals are defined. As goals and objectives change over time, suggestions are
made and implemented on an ongoing basis.

The scope of work and fee for an Investment Advisory Agreement is provided to the Client in writing prior
to the start of the relationship. The Client is provided with ongoing investment advice and monitoring of
securities holdings. The IAR will managed the account on a non-discretionary basis (or discretionary,
provided certain qualifications are met), according to the client’s objectives.

Generally, the annualized fees for managed accounts are based on the following blended fee schedule:
Assets Under Management Maximum Annualized Fee
First $200,000 1.50%*
2




Next $300,000 1.25%
Next $4,500,000 1.0%
Over $5,000,000 Negotiable

The Firm typically requires a minimum annual fee of $1,000*. For example, accounts value less than
$66,666.67 may pay an annual asset management fee in excess of 1.5%. Lesser fees may be available
elsewhere. In its discretion, the Firm may allow related accounts, such as those of members of the same
household, to be aggregated for purpose of determining the advisory fee or for meeting the previously
stated minimum. MCM may charges an annualized fixed fee of 1.25% or 1% of assets under management.
The final fee is negotiable based on the size, asset composition and complexity of the client account. Older
client relationships may be subject to a lower fee schedule. In any case, the fees, fee-paying arrangements
and terms will be clearly set forth in the executed agreement for services.

The annual asset-based fee is paid quarterly in advance, as outlined in the Investment Advisory Agreement.
The asset-based fee is calculated on the account asset value on the last business day of the preceding
calendar quarter. Fees will be assessed pro rata in the event the Investment Advisory Agreement is
executed at any time other than the first day of a calendar quarter.

FEES AND COMPENSATION

Description
MCM bases its fees on a percentage of assets under management or hourly charges or commissions. It is up to the
client how they wish to compensate MCM.

Financial plans are priced according to the degree of complexity and scope associated with the Client’s situation.

MCM shall never have custody of any Client funds or securities, as the services of a qualified and independent
custodian will be used for these services.

The fees charged are calculated as described above, and are not charged on the basis of a share of capital gains upon,
or capital appreciation of, the funds, or any portion of the funds of an advisory Client (15 U.S.C. §80b-5(a)(1)).

MCM does not represent, warrant, or imply that the services or methods of analysis employed by the Firm can or
will predict future results, successfully identify market tops or bottoms, or insulate Clients from losses due to market
corrections or declines.

MCM reserves the right to advise clients on any other type of investment that it deems appropriate based on the
client’s stated goals and objectives. MCM may also provide advice on any type of investment held in a client’s
portfolio at the inception of the advisory relationship or on any investment for which the client requests advice.

Clients are advised that MCM’s fees are exclusive of brokerage commissions, transaction fees, and other related
costs and expenses which shall be incurred by the client. Clients may incur certain charges imposed by custodians,
brokers, third party investment and other third parties such as fees charged by managers, custodial fees, deferred
sales charges, odd-lot differentials, transfer taxes, wire transfer and electronic fund fees, and other fees and taxes on
brokerage accounts and securities transactions. Mutual funds and exchange traded funds also charge internal
management fees, which are disclosed in a fund’s prospectus. Such charges, fees and commissions are exclusive of
and in addition to MCM’s fee, and MCM shall not receive any portion of these commissions, fees, and costs. The
Client should review all fees charged by mutual funds, MCM, and others to fully understand the total amount of fees
to be paid by the Client.



Fee Billing
Portfolio management fees are billed quarterly, in advance, as outlined in the Investment Advisory Agreement. The

asset-based fee is calculated on the account asset value on the last business day of the preceding calendar quarter.
Fees will be assessed pro rata in the event the Investment Advisory Agreement is executed at any time other than the
first day of a calendar quarter.

Payment of the Firm’s management fees will be made by the qualified custodian holding the Client’s funds and
securities provided the Client supplies written authorization permitting the fees to be paid directly from the client's
account. MCM will not have access to Client funds for payment of fees without written consent by the Client.
Further, the qualified custodian agrees to deliver an account statement directly to the client, at least quarterly,
showing all amounts disbursed from client's account, including fees paid to MCM. The Client is encouraged to
review all account statements for accuracy. MCM will receive a duplicate copy of the statement that was delivered
to the Client.

Other Fees

For non-IRA/ERISA managed accounts, the Client’s Investment Adviser Representative may elect to absorb all or a
portion of the Processing Fee, if any, but not less than 10% per trade. In addition to assessing management fees,
certain open-end mutual funds may internally assess a distribution fee pursuant to section 12(b)-1 of the Investment
Company Act of 1940, or an administrative or service fee (“trail”). Such fees are included in the calculation of
operating expenses of a mutual fund and are disclosed in the fund prospectus. If received by the firm, these fees will
be used to offset Advisory Fees incurred by the Client. However, if the IAR elects to absorb at least 10% of the
Processing Fees in non-IRA/ERISA accounts, they may also elect to receive trails paid by the fund company, if any,
to defray the cost of the Processing Fees they absorb. If such an election is made, there may be a conflict of interest
where the IAR may have an incentive to absorb a portion or all of the Processing Fees in consideration of the actual
or anticipated trails they will receive.

Clients should understand that the annual advisory fees charged in the asset management program are in addition to
the management fees and operating expenses charged by open-end, closed-end and exchange-traded funds. To the
extent that a Client intends to hold fund shares for an extended period of time, it may be more economical for the
Client to purchase fund shares outside of these programs. Clients may be able to purchase mutual funds directly
from their respective fund families without incurring MCM advisory fee. When purchasing directly from fund
families, Clients may incur a front-end or back-end sales charge.

Custodians may charge transaction fees on purchases or sales of certain mutual funds and exchange-traded funds.
These transaction charges are usually small and incidental to the purchase or sale of a security. The selection of the
security is more important than the nominal fee that the custodian charges to buy or sell the security.

MCM, in its sole discretion, may waive its minimum fee and/or charge a lesser investment advisory fee based upon
certain criteria (e.g., historical relationship, type of assets, anticipated future earning capacity, anticipated future
additional assets, dollar amounts of assets to be managed, related accounts, account composition, negotiations with
Clients, etc.).

MCM believes the charges and fees offered within each fee-based program are competitive with alternative
programs available through other firms and/or investment sources, yet makes no guarantee that the aggregate cost of
a particular program is lower than that, which may be available elsewhere.

Termination of Agreement
The Investment Advisory Agreement may be terminated by the client or MCM at any time upon providing written
notice pursuant to the provisions of the Investment Advisory Agreement. There is no penalty for terminating the
client’s account. Upon termination, Client’s obligation to pay advisory fees (prorated through the date of
termination) and, if applicable, any prepaid, unearned fees will be promptly refunded to the Client. MCM will not
accept instructions to terminate the Agreement unless such instructions are provided in writing by client.
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PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT

Sharing of Capital Gains
MCM does not use any performance-based fees (fees based on a share of capital gains on or capital appreciation of
the assets of a client) because of the potential conflict of interest.

Performance-based compensation may create an incentive for the adviser to recommend an investment that may
carry a higher degree of risk to the Client.

TYPES OF CLIENTS

Description
MCM generally provides investment advice to individuals, pension and profit sharing plans, trusts, estates,

charitable organizations, corporations, and other business entities.

Client relationships vary in scope and length of service.

Account Minimums

MCM generally imposes a minimum of $150,000 to open and maintain an advisory account. However, this account
minimum may be waived at the discretion of MCM if, for example, the client appears to have significant potential
for increasing assets under management. Also in its discretion, MCM may household client accounts to meet the
stated minimum.

MCM requires a minimum annual fee of $1,000. Clients are hereby advised that, based on the Firm’s fee structure,
accounts with an aggregated value of less than $50,000 may pay an annual asset management fee in excess of 2%. In
its discretion, the Firm may waive this minimum or may allow related accounts, such as those of members of the
same household, to be aggregated for purposes of determining the advisory fee or for meeting the previously stated
minimum.

METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS

Methods of Analysis

Security analysis methods may include charting, fundamental analysis, technical analysis, and cyclical analysis.

The main sources of information include financial newspapers and magazines, research materials prepared by
others, corporate rating services, annual reports, prospectuses, filings with the Securities and Exchange Commission,
and company press releases.

Other sources of information that MCM may use include Morningstar Principia mutual fund information,
Morningstar Principia stock information, TradeStation, and the World Wide Web.

Investment Strategies

The primary investment strategy used on Client accounts is active trend-following and tactical asset allocation. This
means that we use actively and passively managed equities (individual stocks), mutual funds, as well as exchange
traded funds to invest in areas where we believe there are greater opportunities to make a difference based on market
conditions and trend analysis. Trend analysis can also be referred to as following market momentum. We actively
attempt to find trends or momentum that occurs in the market and try to capitalize on those trends.

The risk tolerance and investment strategy for a specific Client is based upon the objectives stated by the Client
during consultations. The Client may change these objectives at any time.
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While trend-following is the primary investment strategy, other strategies may include:

Long-term purchases: purchases designed to be held for long term time horizons (usually more than 1

year). These investments are designed to be held with long term capital appreciation in mind.

Short-term purchases: purchases designed to be held for short term time horizons (usually less than 1

year). These investments are designed to experience capital appreciation or income in a short period of
time.

Trading: these transactions are designed to capitalize on market changes without regard to any

specified holding period.

Margin transactions: client accounts may purchase more in security value than the available cash in

their accounts. In these situations, the client bears a higher degree of risk due to the leveraged nature of the
accounts.

Risk of Loss

All investment programs have certain risks that are borne by the investor. Our investment approach constantly keeps
the risk of loss in mind. Investors face the following investment risks:

Interest-rate Risk: Fluctuations in interest rates may cause investment prices to fluctuate. For example,
when interest rates rise, yields on existing bonds become less attractive, causing their market values to
decline.

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

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

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

Reinvestment Risk: This is the risk that future proceeds from investments may have to be reinvested at
a potentially lower rate of return (i.e. interest rate). This primarily relates to fixed income securities.

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

Liquidity Risk: Liquidity is the ability to readily convert an investment into cash. Generally, assets are
more liquid if many traders are interested in a standardized product. For example, Treasury Bills are
highly liquid, while real estate properties are not.

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



e Leveraged Risk: Utilizing leverage can increase the potential return on a client account. If a client
account is leveraged, the account controls more in value than would ordinarily be attainable based on
cash readily available within the account. Leverage can be accomplished by borrowing funds from a
custodian (margin) or utilizing option contracts that control a larger number of shares than would
normally be available based on purchasing the underlying security. In these situations, the degree of
risk and potential for loss is much higher than a typical non-leveraged account.

DISCIPLINARY INFORMATION

Legal and Disciplinary

Registered investment advisers are required to disclose all material facts regarding any legal or disciplinary events
that would be material to your evaluation of MCM or the integrity of MCM’s management. MCM and its
employees have no reportable disciplinary history.

OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS

Financial Industry Activities and Affiliations

MCM is not registered as a securities broker-dealer, or a futures commission merchant, commodity pool operator or
commodity trading advisor.

Edward A. McDonough, Chief Compliance Officer of MCM, is also President of MCM. IARs of MCM who are
registered representatives of Triad Advisors, Inc. will market securities services through MCM. Mr. McDonough is
the supervisor for these registered representatives through his affiliation with Triad Advisors, Inc. In this capacity,
Mr. McDonough oversees and supervises all aspects of securities business conducted by such individuals.

Additionally, IARs of MCM will sell insurance products, including, but not limited to, annuities, life, and long-term
care products, and will receive additional compensation, in the form of commissions, on the sale of such products.
IARs may also receive 12b-1 distribution fees from investment companies (mutual funds) in connection with the
placement of Clients’ funds into investment companies in their capacity as registered representatives of Triad
Advisors, Inc.

As part of their fiduciary duty to Clients, MCM and its associated persons endeavor at all times to put the interests
of its Clients first. However, Clients should be aware that the receipt of additional compensation creates a potential
conflict of interest.

CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS
AND PERSONAL TRADING

Code of Ethics

MCM has adopted a Code of Ethics, the full text of which is available to clients and prospective clients upon
request. MCM has several goals in adopting this Code. First, the Firm desires to comply with all applicable laws and
regulations governing its practice, and the management of MCM has determined to set forth guidelines for
professional standards, under which all associated persons of the Firm are to conduct themselves. The Firm has set
high standards, the intention of which is to protect client interests at all times and to demonstrate its commitment to
its fiduciary duties of honesty, good faith and fair dealing with clients. All associated persons are expected to adhere
strictly to these guidelines, as well as any procedures for approval and reporting established in the Code of Ethics



primarily related to violations of the Code. In addition, MCM maintains and enforces written policies reasonably
designed to prevent the misuse of material non-public information by MCM or any person associated with the Firm.

Participation or Interest in Client Transactions

MCM or individuals associated with the Firm may buy or sell — for their personal account(s) - investment products
identical to those recommended to clients. It is the expressed policy of MCM that employees shall not have priority
in any purchase or sale over clients’ accounts.’®

Footnotes:

) This policy has been established recognizing that some securities being considered for purchase and/or sale on behalf of MCM’s clients trade
in sufficiently broad markets to permit transactions by clients to be completed without an appreciable impact on the markets of the securities.
Under certain circumstances, exceptions may be made to the policies stated above. Records of these trades, including the reasons for the
exceptions, will be maintained with MCM’s records in the manner set forth above.

@ The foregoing does not apply to certain types of securities, such as obligations of the U.S. Government, and shares in open-end mutual funds.
Open-end mutual funds are purchased or redeemed at a fixed net asset value price per share specific to the date of purchase or redemption. As
such, transactions in mutual funds by Advisory Representatives are not likely to have an impact on the prices of the fund shares in which clients
invest.

Personal Trading

The Chief Compliance Officer of MCM is Edward A. McDonough. He reviews all employee trades each quarter.
His trades are reviewed by Triad Advisors, Inc. The personal trading reviews ensure that the personal trading of
employees does not affect the markets, and that Clients of the firm receive preferential treatment.

BROKERAGE PRACTICES

Selecting Brokerage Firms

MCM does not have any affiliation with product sales firms. Specific custodian recommendations are made to
Clients based on their need for such services. MCM recommends custodians based on the proven integrity and
financial responsibility of the firm and the best execution of orders at reasonable commission rates.

MCM participates in the institutional advisor program (the “Program”) offered by TD Ameritrade Institutional. TD
Ameritrade Institutional is a division of TD Ameritrade Inc., member FINRA/SIPC/NFA (“TD Ameritrade *), an
unaffiliated SEC-registered broker-dealer and FINRA member. TD Ameritrade offers to independent investment
advisors services which include custody of securities, trade execution, clearance and settlement of transactions.
Advisor receives some benefits from TD Ameritrade through its participation in the Program. (Please see the
disclosure under Soft Dollars below.)

As registered representatives of Triad Advisors, Inc., associated persons of MCM will recommend Triad Advisors,
Inc. to advisory Clients for brokerage services. As registered representatives, such persons are subject to internal
policies and regulatory rules that may restrict them from conducting certain securities transactions away from Triad
Adyvisors, Inc. Therefore, Clients are advised that such persons may be limited to conducting certain securities
transactions through Triad Advisors, Inc... It may be the case that Triad Advisors, Inc. charges a higher fee than
another broker charges for a particular type of service, such as transaction fees. Clients may utilize any broker dealer
they choose and have no obligation to purchase or sell securities through Triad Advisors, Inc... However, MCM may
not be able to execute certain securities transactions away from Triad Advisors, Inc...



Best Execution

MCM believes that TD AMERITRADE and Triad Advisors, Inc. provide “best execution” in effecting transactions
for Client accounts. “Best execution” means obtaining for the Client the lowest total cost (in purchasing a security)
or highest total proceeds (in selling a security), taking into account the circumstances of the transaction and the
reputability and reliability of the executing broker or dealer. In determining whether a broker/dealer and/or
custodian provides best execution for its Clients, MCM considers all factors that it deems relevant to the execution
capability, including, for example, price, the size of the transaction, the nature of the market for the security, the
amount of the commission, the timing of the transaction in light of market prices and trends, the reputation,
experience and financial stability, and the quality of services rendered by the broker dealer and/or custodian.

Order Aggregation

Orders for the same security entered on behalf of multiple Clients will generally be aggregated, if it is consistent
with achieving best execution for various Client accounts and if it is deemed to be in the best interests of
participating Clients. All Clients participating in each aggregated order shall receive the weighted average price and
pay a trade commission based on the account agreement with the custodian. Smaller accounts may bear higher
charges if they fail to meet the minimum account sizes set by the broker.

The appropriate share amount of each buy or sell of a particular security is determined prior to placing the trade.
Allocations of orders among Client accounts must be made in a fair and equitable manner. Each participating Client
in an aggregated trade receives the predetermined number of shares in the trade allocation process. In the unusual
event of a partial fill of an aggregated order, the originally anticipated allocation will be altered in a fair and
equitable manner.

As arule, allocations among accounts with the same or similar investment objective are made pro rata based upon
account size. There is no allocation to an account or set of accounts based on account performance or the amount
or structure of management fees. When such concurrent authorizations occur, the objective will be to allocate the
executions in a manner that is deemed equitable to the accounts involved. However, the following factors may
justify an allocation that deviates from the general rule.

(1) Specific allocations may be chosen in order to adjust or maintain the overall ratios of specific securities
held by Client accounts.

(2) Specific allocations may be chosen based upon an account's existing positions in securities.
(3) Specific allocations may be chosen because of the cash availability of one or more particular accounts.
(4) Specific allocations may be chosen for tax reasons.

(5) An account’s allocation may be eliminated, reduced, or increased because of investment policies and
restrictions, account guideline limitations, or investment objectives. Clients with specific investment
policies, restrictions, or limitations may not be able to participate in certain aggregated transactions, and
therefore, may not benefit from averaged pricing.

Aggregated orders may include proprietary or related accounts. Such accounts are treated as Client accounts and
are neither given preferential nor inferior treatment versus other Client accounts.

REVIEW OF ACCOUNTS

Periodic Reviews

Edward McDonough, President, or other qualified associates of the Firm will monitor client accounts on a
continuous basis and encourage clients to schedule quarterly meetings with their IAR to ensure the advisory services
provided to the client are consistent with the client's investment needs and objectives. Triggering factors that may



stimulate a review include, but are not limited to, significant market corrections, large deposits or withdrawals from
an account and the client’s request for an additional review.

For those clients that retain MCM for financial planning only, and do not implement the financial plan through
MCM, reviews and updates to a financial plan are provided at the client’s request, and may be subject to an
additional fee. Such arrangements will be negotiated in advance of services rendered.

The custodian holding the client’s funds and securities will send the client a confirmation of every securities
transaction in their account, and a brokerage statement at least quarterly. MCM will also provide clients with
quarterly performance reports.

CLIENT REFERRALS AND OTHER COMPENSATION

Incoming Referrals

MCM has been fortunate to receive many Client referrals over the years. Employee and non-employee (outside)
solicitors, e.g. unaffiliated broker/dealers, investment advisers, accountants, attorneys, etc., who are directly
responsible for bringing a Client to MCM, may receive compensation from MCM for the Client referral. Under
these arrangements, the Client does not pay higher fees than MCM’s normal/typical advisory fees.

Such arrangements will comply with the requirements set forth under the Investment Advisers Act of 1940 and/or
the applicable state Securities Act, including a written agreement between MCM and the solicitor. Non-employee
solicitors must provide a copy of MCM’s ADV Part 2 (Disclosure Brochure) and a separate solicitor’s disclosure
statement regarding the relationship between the solicitor and MCM to the prospective Client at the time of the
solicitation or referral. The prospective Client will be requested to acknowledge this arrangement prior to acceptance
of the account for advisory services. Applicable state laws may require these persons to become either licensed or
registered as representatives of MCM or as an independent investment adviser.

As disclosed under Brokerage Practices above, MCM participates in TD Ameritrade’s institutional customer
program and MCM may recommend TD Ameritrade to Clients for custody and brokerage services. There is no
direct link between MCM’s participation in the program and the investment advice it gives to its Clients, although
MCM receives economic benefits through its participation in the program that are typically not available to TD
Ameritrade retail investors. These benefits include the following products and services (provided without cost or at a
discount): receipt of duplicate Client statements and confirmations; research related products and tools; consulting
services; access to a trading desk serving Advisor participants; access to block trading (which provides the ability to
aggregate securities transactions for execution and then allocate the appropriate shares to Client accounts); the
ability to have advisory fees deducted directly from Client accounts; access to an electronic communications
network for Client order entry and account information; access to mutual funds with no transaction fees and to
certain institutional money managers; and discounts on compliance, marketing, research, technology, and practice
management products or services provided to MCM by third party vendors. TD Ameritrade may also have paid for
business consulting and professional services received by MCM’s related persons. Some of the products and
services made available by TD Ameritrade through the program may benefit MCM but may not benefit its Client
accounts. These products or services may assist MCM in managing and administering Client accounts, including
accounts not maintained at TD Ameritrade. Other services made available by TD Ameritrade are intended to help
MCM manage and further develop its business enterprise. The benefits received by MCM or its personnel through
participation in the program do not depend on the amount of brokerage transactions directed to TD Ameritrade. As
part of its fiduciary duties to clients, MCM endeavors at all times to put the interests of its clients first. Clients
should be aware, however, that the receipt of economic benefits by MCM or its related persons in and of itself
creates a potential conflict of interest and may indirectly influence the MCM’s choice of TD Ameritrade for custody
and brokerage services.
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Advisor also receives from TD Ameritrade certain additional economic benefits (“Additional Services”) that may or
may not be offered to any other independent investment Advisors participating in the program. Specifically, the
Additional Services include Advent and Morningstar.

TD Ameritrade provides the Additional Services to Advisor in its sole discretion and at its own expense, and
Advisor does not pay any fees to TD Ameritrade for the Additional Services. Advisor and TD Ameritrade have
entered into a separate agreement (“Additional Services Addendum”) to govern the terms of the provision of the
Additional Services.

Advisor’s receipt of Additional Services raises potential conflicts of interest. In providing Additional Services to
Advisor, TD Ameritrade most likely considers the amount and profitability to TD Ameritrade of the assets in, and
trades placed for, Advisor’s Client accounts maintained with TD Ameritrade. TD Ameritrade has the right to
terminate the Additional Services Addendum with Advisor, in its sole discretion, provided certain conditions are
met. Consequently, in order to continue to obtain the Additional Services from TD Ameritrade, Advisor may have
an incentive to recommend to its Clients that the assets under management by Advisor be held in custody with TD
Ameritrade and to place transactions for Client accounts with TD Ameritrade. Advisor’s receipt of Additional
Services does not diminish its duty to act in the best interests of its Clients, including to seek best execution of
trades for Client accounts.

Other Compensation

IARs of MCM may sell insurance products, including, but not limited to, life, health, and long-term care products,
and will receive additional compensation, in the form of commissions, on the sale of such products. They may also
receive commissions on the sale of securities, including 12b-1 distribution fees from investment companies (mutual
funds) in connection with the placement of clients’ funds into investment companies, through their capacities as
registered representatives of Triad Advisors, Inc.

As part of its fiduciary duties to clients, MCM endeavors at all times to put the interests of its advisory clients first.

However, clients should be aware that the receipt of economic benefits by MCM or its related persons in and of
itself creates a potential conflict of interest.

CUSTODY

Account Statements
All assets are held at qualified custodians, which means the custodians provide account statements directly to
Clients at their address of record at least quarterly.

Performance Reports
Clients are urged to compare the account statements received directly from their custodians to the performance
report statements provided by MCM upon Client request.

INVESTMENT DISCRETION

Discretionary Authority for Trading

Clients may grant MCM discretion over the selection of and the amount of securities to be bought or sold for their
account without obtaining their prior consent or approval. However, the Firm’s investment authority may be subject
to specified investment objectives, guidelines, and/or conditions imposed by the client. For example, a client may
specify that the investment in any particular stock or industry should not exceed specified percentages of the value
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of the portfolio and/or restrictions or prohibitions of transactions in the securities of a specific industry. Clients may
amend these limitations as required and such amendments must be submitted in writing.

The Client approves the custodian to be used and the commission rates paid to the custodian. MCM does not receive
any portion of the transaction fees or commissions paid by the Client to the custodian on certain trades.

Discretionary trading authority facilitates placing trades in your accounts on your behalf.

Limited Power of Attorney
A limited power of attorney is a trading authorization for this purpose. You sign a limited power of attorney so that
we may execute the trades on a discretionary basis.

VOTING CLIENT SECURITIES

Proxy Voting and Class Action Litigation

MCM will not vote proxies or render any advice regarding proxies solicited by or with respect to the issuers of
securities held in client accounts. Additionally, MCM will not take any action or render any advice with respect to
any securities held in client accounts, which are named in or are subject to class action lawsuits. MCM will,
however, forward to any proxy materials or information received by the Firm regarding class action legal matters
involving securities held in client accounts. Where the Firm receives written or electronic proxy material or notice of
a class action lawsuit, settlement, or verdict affecting securities owned by a client, it will forward all notices, proof
of claim forms, and other materials, to the client. Electronic mail is acceptable where appropriate, if the client has
authorized contact in this manner.

FINANCIAL INFORMATION

Financial Condition

Registered investment advisers are required in this Item to provide you with certain financial information or
disclosures about MCM s financial condition. MCM has no financial commitment that impairs its ability to meet
contractual and fiduciary commitments to clients, and has not been the subject of a bankruptcy proceeding.

INFORMATION SECURITY PROGRAM

Information Security
MCM maintains an information security program to reduce the risk that your personal and confidential information
may be breached.

Trading Errors

On infrequent occasions, an error may be made in a Client account. For example, a security may be erroneously
purchased for a Client account instead of sold. In such situations, MCM seeks to rectify the error by placing the
Client account in a similar position as it would have been had there been no error. Depending on the circumstances,
various corrective steps may be taken, including but not limited to, canceling the trade, adjusting an allocation,
and/or reimbursing the account. If a trade error results in a profit, it remains in the error account of the executing
broker/dealer or account custodian and is not allocated to the Client account.
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Privacy Notice

MCM views protecting its customers' private information as a top priority and, pursuant to the requirements of the
federal Gramm- Leach-Bliley Act, MCM has instituted policies and procedures to ensure that customer information
is kept private and secure.

MCM does not disclose any nonpublic personal information about its customers or former customers to any
nonaffiliated third parties, except as permitted by law. In the course of servicing a client's account, MCM may share
necessary information with its service providers, such as transfer agents, custodians, broker-dealers, accountants,
and consultants, and attorneys. Federal and state securities regulators may review our Company records and your
personal records as permitted by law.

MCM restricts internal access to nonpublic personal information about the client to those associated persons of
MCM who need access to that information in order to provide services to the client. As emphasized above, it has
always been and will always be MCM's policy never to sell information about current or former customers or their
accounts to anyone. It is also MCM's policy not to share information unless required to process a transaction, at the
request of a customer, or as required by law.

We maintain a secure office to ensure that your information is not placed at unreasonable risk. We employ a firewall
barrier, secure data encryption techniques and authentication procedures in our computer environment.

Personally identifiable information about you will be maintained while you are a Client, and for the required period

thereafter that records are required to be maintained by federal and state securities laws. After that time, information
may be destroyed.
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BROCHURE SUPPLEMENT (PART 2B OF FORM ADYV)

Education and Business Standards

IARs of MCM must meet all examination or experience requirements of the states and/or jurisdictions in which the
individual provides advisory services. Additionally, IARs of MCM must be licensed as registered representatives
and investment adviser representatives of Triad Advisors, Inc.

Education and Business Background

Edward A. McDonough, CFP®
Year of Birth: 1959
Formal Education:
=  Lehigh University, B.S., Mechanical Engineering, 1981.
=  Lehigh University, M.B.A., Finance, 1984. Statistic TA.
=  College of Financial Planning, CERTIFIED FINANCIAL PLANNER™, 1994.

Business Background for the Past Twenty Five Years:
=  Smith Barney, Inc., Vice President/Registered Representative, 1987 to 04/1999.
=  McDonough Capital Management, Inc., President/CCO, 04/1999 to Present.
= Raymond James Financial Services Inc., Registered Representative/Investment Adviser
Representative, 04/1999 to 10/2011.
= Triad Advisors Inc., Registered Representative/Investment Adviser Representative, 10/2011 to Present.

Licenses and Other Professional Designations:
= Certified Financial Planner™,
=  FINRA Series 7.
=  FINRA Series 24
=  FINRA Series 63.
=  FINRA Series 65.
=  Florida Insurance License.
=  Virginia Insurance License.
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ADDITIONAL SERVICES ADDENDUM

The Advisor Services Agreement dated May 18" 2011 and accepted on November 4"
2011 by and between TD Ameritrade, Inc. (“TD Ameritrade”), and McDonough Capital
Management (“Advisor”) is hereby supplemented as follows:

RECITALS

WHEREAS, Advisor has determined that the products and services offered by
TD Ameritrade are competitive in the market place for similar products and services offered by
other broker-dealers and custodians; and

WHEREAS, TD Ameritrade desires to provide or make available certain products,
research, services or other economic benefits (“Additional Services”) to Advisor for referring
clients to TD Ameritrade and for their maintenance of assets in accounts at TD Ameritrade;

NOW THEREFORE, in consideration of the mutual promiées set forth herein,
TD Ameritrade and Advisor, intending to be legally bound, hereby agree as follows:

1. Client Accounts. Subject to applicable laws and regulations and in
accordance with its fiduciary duties to clients, Advisor may refer clients to TD Ameritrade who
open accounts under the Advisor Services Agreement between TD Ameritrade and Advisor and
maintain assets in such accounts. TD Ameritrade and Advisor expressly agree, understand and
acknowledge that Advisor shall execute all securities transactions for its clients in a manner
consistent with applicable regulations, the client’s governing documents and Advisor’s duty to
obtain best overall execution, and that Advisor shall be under no obligation to execute any
securities transactions through TD Ameritrade or its affiliates. TD Ameritrade and Advisor
further expressly agree, understand and acknowledge that Advisor shall be under no obligation to
utilize any other services or products available to its clients under the Advisor Services
Agreement, and that Advisor shall utilize any such product or service in a manner consistent with
its fiduciary duties to clients, the client’s governing documents, and applicable laws and
regulations.

2. Advisor Disclosure. Advisor agrees to provide to clients whose assets are
maintained in or are being transferred to TD Ameritrade accounts, appropriate written disclosure
regarding this Addendum, including the Additional Services received by Advisor, and, to the
extent required by applicable law (including the Employee Retirement Income Security Act of
1974, as amended (“ERISA”), and Section 4975 of the Internal Revenue Code (“Code™)), to
obtain authorization or consent to any asset transfer. Advisor further agrees to furnish to TD
Ameritrade a copy of its amended Form ADV, Part 2A, Appendix 1 of Form ADV or other
written disclosure statement pursuant to Rule 204-3 under the Investment Advisers Act of 1940
including such disclosure. :

3. Additional Services. Subject to the terms and conditions hereof, Advisor shall be

entitled to receive during the term of this Addendum the Additional Services set forth in
Schedule A attached hereto, as may be amended from time to time. Advisor represents and
agrees that such Additional Services will be used in connection with its investment advisory
business and for the direct or indirect benefit of clients transferring or maintaining assets in
accounts at TD Ameritrade. TD Ameritrade and Advisor expressly agree, understand




and acknowledge that the provision of such Additional Services is not based on the number or
amount of securities transactions executed through TD Ameritrade, and such Additional Services
do not consist of fees, commissions or other remuneration contingent on the execution of
securities transactions or the utilization of any other service or product.

4. Representations of Advisor. Advisor represents, warrants and covenants to TD
Ameritrade as follows:

(1) Advisor is duly registered under the Investment Advisers Act of 1940 or under
the applicable law of one or more states in the United States of America, is current with
all registration or notice requirements in all jurisdictions having authority over the
business of Advisor, and is not a person subject to disqualification under the Investment
Advisers Act of 1940 or other applicable law;

(il) The execution, delivery and performance of this Addendum by Advisor, and
the consummation of the transactions contemplated hereby, do not conflict with and will
not result in a breach or violation of any of the provisions of (a) any agreement by and
between Advisor and any of its clients; or (b) any other document governing any client of
Advisor maintaining an account at TD Ameritrade;

(iii) Neither Advisor nor any affiliate of Advisor has exercised, or will exercise
during the term of this Addendum, any of the authority, control or responsibility that
would make it a "fiduciary”, as that term is defined in section 3(21) of the ERISA, or
section 4975(e)(3) of the Code (including IRAs), with respect to the decision by a plan
subject to ERISA or section 4975 of the Code to retain TD Ameritrade to provide
services to such plan;

(iv) Advisor will properly discharge its disclosure and record keeping obligations
under the federal securities laws and applicable state law with respect to the subject
matter of this Addendum; and

(v) To its knowledge after appropriate due diligence, Advisor’s receipt of the
Additional Services pursuant to this Addendum will not result in a violation of any
applicable law, rule or regulation, or in any breach by Advisor of any fiduciary duty
owed to its clients.

5. Compliance. Advisor agrees to furnish to TD Ameritrade, upon request,
evidence that Advisor is complying with its obligations under this Addendum, and under
applicable laws and regulations. TD Ameritrade shall have the right, at any reasonable time, to
review and inspect Advisor’s policies, procedures and practices to determine whether Advisor is
complying with its obligations under this Addendum, or under applicable laws or regulations.
Such review and inspection may include reasonable access to Advisor’s premises, personnel and
records.

6. Effective Date; Termination. This Addendum shall become effective upon its

execution by the parties and shall continue in effect for one-year. Notwithstanding the foregoing,
TD Ameritrade may terminate this Addendum immediately upon written notice to Advisor (i) in
the event that TD Ameritrade determines, in its sole discretion, the financial profile of the
Advisor’s business as a client of TD Ameritrade




differs materially from that represented by Advisor in entering into the Advisor Services
Agreement, (i) in the event of a material breach of any provision of this Addendum by Advisor,
or (iii) in the event that TD Ameritrade determines, in its sole discretion, that any aspect of this
Addendum may be prohibited by any applicable law or regulation.

7. Severability. If any provision of this Addendum is held or made invalid by a
court decision, statute, rule or otherwise, the remainder of the Advisor Services Agreement,
including remaining aspects of this Addendum, shall not be affected and, to this extent, the
provisions of this Addendum shall be deemed to be severable.

8. Counterparts; Headings. This Addendum may be executed in one or more
counterparts each of which shall constitute an original but all of which shall constitute one and
the same document. The headings in this Addendum are inserted for convenience of reference
only and shall not constitute part hereof.

IN WITNESS WHEREOF, the undersigned parties have executed this Addendum.

. A%T AN~
Name

Title: anagmg Director - National Sales,
TD Amerjtrade Institutional
Dated: rT?;I

Name Adﬂﬂ() A. M PDososg H
Title: P/eé'.fib ENT A
Dated: 2/::!/:




SCHEDULE A

Additional Services

TD Ameritrade will provide or make available to Advisor the following Additional Services:
e Payments to Advent on behalf of the advisor; payments are not to exceed the total
approved annual economic benefit of $4,297.70 allocated to Advent.

e Payments to Morningstar on behalf of the advisor; payments are not to exceed the total
approved annual economic benefit of $702.30 allocated to Morningstar.

The above-referenced Additional Services being offered to the Advisor will be used in
conjunction with the Advisor’s investment advisory practice and is for the direct and/or indirect
benefit of the Advisor’s clients.




