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Item 2. Summary of Material Changes

On July 21, 2010, the U. S. Securities and Exch&uagamission (the "SEC") unanimously adopted
changes to Form ADV, Part II. All fifty states lea&lso adopted the new format, with some additional
state-specific disclosures mandated. The newZRaitso known as the “Brochure” has 18 separate
items that our firm must address (19 for statesteged advisers), each of which requires disclosnre

a distinct topic, and answers must be presentditeinrder of the items in the form, using the hegsli

in the form. Our goal is to provide you with easydnderstand "plain-English disclosure,” using an
easy-to-read format and definite, concrete, everyadards.

Our current (updated) Form ADV Part 2 will be aahlke to our existing and prospective clients 24
hours a day through the Investment Adviser Pubigscldsure website Additionally, we will annually
and within 120 days of the end of our fiscal ygaoyvide you either: (i) a copy of our Form ADV, Par
2 that includes or is accompanied by a summaryaiéral changes; or (i) a summary of material
changes that includes an offer to provide a copgheftcurrent Form ADV, Part 2. We urge you to
carefully review all subsequent summaries of matehanges, as they will contain important
information about any significant changes to owisay services, fee structure, business practices,
conflicts of interest, and disciplinary history.
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Item 4. Advisory Business

MCM is a fee-only SEC-registered investment adviS&C File Number 801-61327) with its

principal place of business located in Lubbock,a&exOur firm has been in business since 1990, with
Eric Craig McDonald as majority owner and Chief Qaiaince Officer.

Discretionary assets under our firm’s managemene $e160,946,769 as of December 31, 2013.

We do not currently have any non-discretionary tssseder management.

Portfolio Management Services

MCM is in the business of managing individuallyideed investment portfolios. Our firm provides
continuous advice to a client regarding the investhof client funds based on the individual ne€ds o
the client. Through personal discussions in wigicals and objectives based on a client's particular
circumstances are established, we develop a slipatsonal investment policy or investment plan and
create and manage a portfolio based on that potigyan. During our data-gathering process, we
determine the client’s individual objectives, tilmerizons, risk tolerance, and liquidity needs. maey
also review and discuss a client’s prior investnesiiory, as well as family composition and
background.

We will manage advisory accounts on a discretiobasis only. For these discretionary accounts, we
will implement transactions without seeking priiest consent.

Account supervision is guided by the stated obyestiof the client (i.e., maximum capital
appreciation, growth, income, or growth and incgrag)well as tax considerations. Clients may
impose reasonable restrictions on investing ing@ecurities, types of securities, or industictes.

Our investment recommendations are not limitedhipspecific product or service offered by a broker
dealer or insurance company and will primarily ut# advice regarding the following instruments:

“No-load” or “load-waived” mutual funds, exchangaded funds and notes
* Equity securities

» Fixed income securities

Closed-end mutual funds

Occasionally, we may also recommend the follownmgjruments:

* Warrants

» Commercial paper

» Certificates of Deposit

* Municipal securities

» US government securities

» Option contracts on securities

Consulting Services




Clients can also receive investment advice on arhimited basis. This may include advice on only
an isolated area(s) of concern such as retiremianhimg, reviewing a client's existing portfolia, o
any other specific topic. Additionally, we providdvice on non-securities matters. Generally, gig i
connection with the rendering of estate planningurance, and/or annuity advice. We also provide
administrative services if requested by a client.

Services in General

We tailor all of our portfolio management and cdtisg recommendations to the individual needs of
each client. All such recommendations are taildra@sed on information gathered through client
guestionnaires, electronic communications, telepland in-person discussions.

Item 5. Fees and Compensation

Portfolio Management Services

For this service, we charge an annual fee basedp@ncentage of assets under our management, in
accordance with the following schedule:

Assets Under Management ($) Annual Fee (%)
Up to $1,000,000 1.00%
Above $1,000,000 0.75%

As an alternative to the above fee structure, tdiemy opt for an annual rate of 0.50% of assedeun
management and a performance-based fee of 20%@amtractually-specified index benchmark.

We will generally directly debit client custodiat@unts for portfolio management fees.
Portfolio management fees are billed quarterlyriears at the end of each calendar quarter, based
upon the portfolio value on the last day of thdéodar quarter, pro-rated for additions and

withdrawals.

Consulting Services

Clients receiving consulting services are billedmathourly rate of $250. Consulting services faes
due and payable once we deliver the contracted«ok product to the client.

Fees in General

Fees and account minimums for all services aretradgie based upon certain criteria (i.e. anticigate
future earning capacity, anticipated future addaicassets, dollar amount of assets to be managed,
related accounts, account composition, negotiatiatisclient, competitive considerations, etc.).
Discounts, not generally available to our advisdignts, may be offered to family members and
friends.



We may group certain related client accounts ferghrposes of determining the account size and/or
annualized fee.

Certain legacy client agreements may be governdddgchedules different from those listed above.

Any legacy holdings that are deemed to be unsugeaMdy our firm may be included in the client
reporting package and client will not pay a manag@nfee on those assets.

Under no circumstances will we earn fees in exo&$4,200 more than six months in advance of
services rendered.

Account Termination

Clients will have a period of five (5) business sléipm the date of signing the agreement to
unconditionally rescind the agreement and receifud aefund of all fees. Thereafter, the clientyna
terminate the agreement by providing us with a 8@dritten notice at our principal place of
business. Upon termination of any account, angaite unearned fees will be promptly refunded, and
any earned, unpaid fees will be due and payable.

Mutual Fund and ETF Fees and Expenses: All feebtpabur firm for investment advisory services
are separate and distinct from the fees and expamsgged by mutual funds and ETFs to their
shareholders. These fees and expenses are ddsargech fund's prospectus. These fees will
generally include a management fee, other fundresgse and a possible distribution fee. A client
could invest in a mutual fund or and ETF directifthout the services of our firm. In that case th
client would not receive the services provided bywhich are designed, among other things, to
assist the client in determining which mutual fumdunds or ETFs are most appropriate to each
client's financial condition and objectives. Aatimigly, the client should review both the fees
charged by the funds and ETFs and the fees changed to fully understand the total amount of
fees to be paid by the client and to thereby evaltiee advisory services being provided.

Brokerage and Custodial Fees

In addition to advisory fees paid to our firm, alie will also be responsible for all transaction,
brokerage, trade-away and custodial fees incursquhé of their account management. Please see
Item 12 of this Brochure for important disclosuregarding our brokerage practices.

Item 6. Performance-Based Fees and Side-By-Side Magement

As we disclosed in Item 5 of this Brochure, oumfiaccepts a performance-based fee from certain
clients. Such a performance-based fee is calallzdsed on a share of capital gains on or capital
appreciation of the assets of the account. Tafgual a performance-based fee arrangement, atclie
must either demonstrate a net worth of at lea&0RL000 or must have at least $750,000 under
management immediately after entering into a mamagé agreement with us.

Clients should be aware that performance-basedrfaegements may create an incentive for us to
recommend investments which may be riskier or rspexulative than those which would be



recommended under a different fee arrangementh&unore, since we also have clients who do not
pay performance-based fees, we may have an ineewtifavor accounts that do pay such fees because
compensation we receive from these clients is rdoeetly tied to the performance of their accounts.
Since we endeavor at all times to put the intes&stur clients first as part of our fiduciary duag a
registered investment adviser, we take the follgvateps to address these conflicts:

1.

We disclose to clients the existence of all mat@oaflicts of interest, including the potential
for our firm and its employees to earn more comagos from advisory clients who pay
performance-based fees;

. We collect, maintain and document accurate, cora@eat relevant client background

information, including the client’s financial goatsbjectives and risk tolerance;

Our management conducts regular reviews of eaehtdiccount to verify that all
recommendations made to a client are suitableg@ltBnt’s needs and circumstances;

We have implemented policies and procedures foafad consistent allocation of investment
opportunities among all client account;

We periodically compare holdings and performancalleiccounts with similar strategies to
identify significant performance disparities indiga of possible favorable treatment;

We periodically review trading frequency and pditfdurnover rates to identify possible
patterns of “window dressing,” “portfolio churnifigyr any intent to manipulate trading to
boost performance near the reporting period; and

We educate our employees regarding the responigbibf a fiduciary, including the need for
having a reasonable and independent basis fonttestiment advice provided to clients and
equitable treatment of all clients, regardlesseffee arrangement.

Performance-based fees will only be charged inralecwe with the provisions of Rule 205-3 of the
Investment Advisers Act of 1940 and/or applicaligesregulations. The fees will not be offered to
any client residing in a state in which such feespaohibited.

The client must understand the performance-based fee method of compensation and itsrisks prior to
entering into a management contract with us.

Item 7. Types of Clients

Our firm generally provides advisory services tdividuals, pension and profit sharing plans, trusts
estates, charitable organizations, corporationsofimel business entities.

We generally impose a minimum relationship sizeaurtde respective client service segments.



e Separately Managed Accounts. The minimum relationship size is $250,000 and/arinimum
annual fee of $2,500 as of March 1, 2009. Howewerlient's fee will exceed 3% of assets
under management per annum.

* Retirement Plan Services. There is no current minimum relationship sizetfos client group.
Under no circumstance will a client's fee exceed@¥annum or exceed a fee amount
governed by retirement plan provision.

» Consulting Clients There is currently no minimum relationship sizevanimum annual fee for
these clients.

Item 8. Methods of Analysis, Investment Strategieand Risk of Loss
Our firm employs the following types of analysisfdomulate client recommendations.

Fundamental Analysis: Fundamental analysis ofsiness involves analyzing its income statement,
financial statements and health, its managementamgetitive advantages, and its competitors and
markets. Fundamental analysis school of thouglmtaias that markets may mis -price a security in
the short run but that the "correct” price will etigally be reached. Profits can be made by trattiag
mis-priced security and then waiting for the marketecognize its "mistake" and re-price the séguri
Traditional measures of value such as dividenddyielarket price to sales, book, cash flow and
earnings are examined in our investment processveMer, fundamental analysis does not attempt to
anticipate market movements. This presents a palteisk, as the price of a security can move up o
down along with the overall market regardless eféehonomic and financial factors considered in
evaluating the stock. Therefore, unforeseen makeditions and/or company developments may
result in significant price fluctuations that caad to investor losses.

Mutual fund and/or ETF analysis: We evaluate tkgeeence and track record of the manager of the
mutual fund or ETF in an attempt to determine @ttanager has demonstrated an ability to invest
over a period of time and in different economicditions. We also look at the underlying assets in
mutual fund or ETF in an attempt to determine @rehis significant overlap in the underlying
investments held in other funds in the client’stfadio. We also monitor the funds or ETFs in an
attempt to determine if they are continuing todulltheir stated investment strategy.

A risk of mutual fund and/or ETF analysis is the,in all securities investments, past performance
does not guarantee future results. A manager \asdbBen successful may not be able to replicate tha
success in the future. In addition, as we do patrol the underlying investments in a fund or ETF,
managers of different funds held by the client rmpagchase the same security, increasing the risk to
the client if that security were to fall in valu&here is also a risk that a manager may deviata the
stated investment mandate or strategy of the furk€llé, which could make the fund or ETF less
suitable of the client’s portfolio.

Technical analysis. We analyze past market mové&sraard apply that analysis to the present in an
attempt to recognize recurring patterns of invebtgravior and to potentially predict future price
movement.

Charting: In this type of technical analysis, w&iew charts of market and security activity in an
attempt to identify when the market is moving uglown and to predict when how long the trend may



last and when that trend might reverse. Technigalysis does not consider the underlying financial
condition of a company. This presents a risk at thpoorly-managed or financially unsound
company may underperform regardless of market meném

Risks for all forms of analysis: Our securitieglgsis method relies on the assumption that the
companies whose securities we purchase and selating agencies that review these securities, and
other publicly-available sources of information abthese securities, are providing accurate and
unbiased data. While we are alter to indicatitrag tiata may be incorrect, there is always a hak t
our analysis may be compromised by inaccurate slkeauling information.

MCM uses publicly available information from a &ty of sources including but not limited to:
company reports and SEC filings, financial pressjd journals and other third-party research in the
investment process.

Our firm employs the following investment strategie implement investment advice given to clients:

Long-term purchases: We mostly purchase secuniitbsthe idea of holding them in the clients
account for a year or longer. We may do this beeave believe the securities to be currently
undervalued. We may do this because we want expdsa particular asset class over time,
regardless of the short-term projection for thassl

A risk in a long-term purchase strategy is thathbiding the security for this length of time, wayn
not take advantages of short-term gains that doeldrofitable to a client. Moreover, if our
predictions are incorrect, a security may declimargly in value before we make the decision ta sell

Short-term purchases: At times, we may also pweisacurities with the idea of selling them within
relatively short time (typically a year or lesa)le do this in an attempt to take advantage of ¢
that we believe will soon result in a price swinghe securities we purchase.

A risk in a short-term purchase strategy is tHadusd the anticipated price swing not materialize,
are left with the option of having a long-term istreent in a security that was designed to be &-shor
term purchase, or potentially taking a loss. Iditoin, this strategy involves more frequent tragdin
than does a longer-term strategy, and will resulbcreased brokerage and other transaction-related
costs, as well as less favorable tax treatmentaftgerm capital gains.

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

A risk in a short-term purchase is the potentialsiedden losses if the anticipated price swing aho¢s
materialize. Moreover, should the anticipatedg@swing not materialize, we are left with the optio
of having a long-term investment in a security thrat designed to be a short-term purchase, or
potentially taking a loss. In addition, this sé@y involves more frequent trading than does adong
term strategy, and will result in increased brogerand other transaction-related costs, as wédisas
favorable tax treatment of short-term capital gains



Short sales: We borrow shares of a stock for poutfolio from someone who owns the stock on a
promise to replace the shares on a future dateeatan price. We then sell the shares we have
borrowed. On the agreed-upon future date, wetlhegame stock and return the shares to the origina
owner. We engage in short selling on based oretarmination that the stock will go down in price
after we have borrowed the shares. If the stockgbas down since we purchased the shares from the
original owner, we keep the difference.

One risk in selling short is that losses are thaaky unlimited; we are obligated to repurchase t
stock no matter how much the price has climbedadiition, even if we are correct in determining
that the price of a stock will decline, we run tigk of incorrectly determining when the declindlwi
take place. Short selling may not be appropriaténes of inflation, as prices may adjust upwards
regardless of the value of the stock.

Margin transactions: We will purchase stocks fouryportfolio with money borrowed from your
brokerage account. This allows you to purchaseeraturck than you would be able to with your
available cash, and allows us to purchase stodtowitselling other holdings.

A risk in margin trading is that, in volatile matkesecurities prices can fall very quickly. lethalue

of the securities in your account minus what yow dfae broker falls below a certain level, the broke
will issue a “margin call”, and you will be requitéo sell your position in the security purchasad o
margin or add more cash to the account. In soncaroistances, you may lose more money than you
originally invested.

Option writing: We may use options as an investnsénrategy. An option is a contract that gives the
buyer the right, but not the obligation, to buysell an asset (such as a share of stock) at &fispeci
price on or before a certain date. An option, jikst a stock or bond, is a security. An optiomliso a
derivative, because it derives its value from adeulying asset.

The two types of options are calls and puts:

A call gives us the right to buy an asset at aageririce within a specific period of time. We whily
a call if we have determined that the stock witlrgase substantially before the option expires.

A put gives us the holder the right to sell an tiasa certain price within a specific period ohé. We
will buy a put if we have determined that the pradehe stock will fall before the option expires.

We will use options to speculate on the possibdita sharp price swing. We will also use optitms
“hedge” a purchase of the underlying security;timeo words, we will use an option purchase to limit
the potential upside and downside of a securityhaxee purchased for your portfolio.

We use “covered calls”, in which we sell an optamnsecurity you own. In this strategy, you receive

fee for making the option available, and the persarchasing the option has the right to buy the
security from you at an agreed-upon price.

10



A risk of covered calls is that the option buyeegmot have to exercise the option, so that if \wetw

to sell the stock prior to the end of the optioneggnent, we have to buy the option back from the
option buyer, for a possible loss.

We use a “spreading strategy”, in which we purchageor more option contracts (for example, a call
option that you buy and a call option that you)delt the same underlying security. This effediyve
puts you on both sides of the market, but withah#ity to vary price, time and other factors.

A risk of spreading strategies is that the abtlityully profit from a price swing is limited.

Clients should understand that investing in any securities, including mutual funds, involves a risk
of loss of both income and principal that a clear should be prepared to bear.

Item 9. Disciplinary Information
Our firm has no reportable disciplinary eventsigcibse.
Item 10. Other Financial Industry Activities and Affiliations

Neither our firm nor our employees engage in amgofinancial industry activities or have any other
financial industry affiliations.

Item 11. Code of Ethics, Participation in Client Tansactions and Personal Trading

Code of Ethics Disclosure

Our firm has adopted a Code of Ethics which seth fleigh ethical standards of business conduct that
we require of our employees, including complianaapplicable federal securities laws. Our Code
of Ethics includes policies and procedures forrdwew of quarterly securities transactions repasts
well as initial and annual securities holdings mepthat must be submitted by the firm’s access
persons. Among other things, our Code of Ethise ekquires the prior approval of any acquisitibn o
securities in a limited offering (e.g., private gg¢anent) or an initial public offering. Our codepides

for oversight, enforcement and recordkeeping prons A copy of our Code of Ethics is available to
our advisory clients and prospective clients upsgquest to Yolanda Hiracheta, Client Services
Manager, at the firm’s principal office address.

Our firm or individuals associated with our firm ynlauy or sell securities identical to those
recommended to or purchased for customers for peegonal accounts. In addition, any related
person(s) may have an interest or position in &@aicesecurity(ies) which may also be recommended to
a client. This practice results in a potentialféonof interest, as we may have an incentive to
manipulate the timing of such purchases to obtddatter price or more favorable allocation in rare
cases of limited availability.

To mitigate these potential conflicts of interestl@nsure the fulfillment of our fiduciary
responsibilities, we have established the followiesgrictions:
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1) No principal or employee of our firm may buy orlsscurities for their personal portfolio(s)
where their decision is substantially derived, imoe or in part, by reason of his or her
employment unless the information is also availablhe investing public on reasonable
inquiry. No principal or employee of our firm mayeger his or her own interest to that of the
advisory client;

2) ltis the expressed policy of our firm that no peremployed by us may purchase or sell any
reportable security immediately prior to a transags) being implemented for an advisory
account, and therefore, preventing such employees benefiting from transactions placed on
behalf of advisory accounts;

3) In cases of partial order fills, clients receivstfiallocation priority;

4) We maintain a list of all securities holdings farrdirm and anyone associated with this
advisory practice with access to advisory recomragods;

5) We emphasize the unrestricted right of the clierddcline to implement any advice rendered,
except in situations where our firm is granted isonary authority.

6) All of our principals and employees must act inadance with all applicable Federal and
State regulations governing registered investmewisary practices.

7) Any individual not in observance of the above mayshbject to disciplinary action or
termination.

Item 12. Brokerage Practices

We do not have any formal soft-dollar arrangemant$do not contract with any broker dealer to
receive soft-dollar benefits. This means that wendt receive research or gain access to industry
analysts or conferences in return for paying higltmenmissions for client trades to a particular lerok
dealer.

We do not request or accept the discretionary aiigtto determine the broker dealer to be used for
client accounts. Clients must direct us as tdotio&er dealer to be used for all client securities
transactions. In directing the use of a particblaker or dealer, it should be understood thatwile

not have authority to negotiate commissions amargus brokers, and best execution may not be
achieved, resulting in higher transaction costshaents. For clients in need of brokerage or cdist
services and depending on client circumstancesiaads, we may recommend the use of one of
several broker dealers (including, but not limitecCharles Schwab & Co., Inc (hereinafter “Schwab”)
and Fidelity Brokerage Services, LLC (hereinaftBidelity”)), provided that such recommendation is
consistent with our fiduciary duty to the clieniot all advisersrequiretheir clientsto direct

brokerage.

Our firm participates in the Fidelity Institution@lealth Services Program (hereinafter, “FIWS”)

sponsored by Fidelity. Clients in need of brokeragd custodial services will have Fidelity
recommended to them. While there is no direct lygkbetween the investment advice given to clients
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and our firm’s participation in the FIWS programe veceive economic benefits which would not be
received if we did not give investment advice tierts. These benefits include: A dedicated trading
desk that services FIWS participants exclusivelyedicated service group and an account services
manager dedicated to our firm’s accounts, acceageal-time order matching system, ability to
'block’ client trades, electronic download of tredealances and positions, access, for a fee, to an
electronic interface with FIWS' software, duplicated batched client statements, confirmations and
year-end summaries, the ability to have advisoeg firectly debited from client accounts (in
accordance with federal and state requirementa)ladoility of third-party research and technology,
quarterly newsletter, access to Fidelity mutuabfraccess to AdvisorChannel.com (internet access t
statements, confirmations and transfer of asseisgtaaccess to Account View (through which clients
may access their account information over the maevia our website), access to over 350 mutual
fund families and 4,500 mutual funds NOT affiliatedh Fidelity, of which over 2,000 have no
transaction fee, ability to have loads waived for clients who invest in certain Fidelity loadeadis,
when certain conditions are met and maintainedtl@ability to have custody fees waived (when
negotiated by the adviser and allowed under cediatmmstances).

The benefits we receive through participation & WS program may depend upon the amount of
transactions directed to, or amount of assets diestdy, Fidelity.

Our firm also participates in the Schwab Institn&b(SI) services program offered to independent
investment advisers by Schwab. Clients in nedataferage and custodial services will have Schwab
recommended to them. As part of the SI programfiourreceives benefits that it would not receif/e i
it did not offer investment. These benefits inéuckeceipt of duplicate client confirmations and
bundled duplicate statements; access to a tradisk) erving Sl participants exclusively; access to
block trading which provides the ability to aggregsecurities transactions and then allocate the
appropriate shares to client accounts; abilityaeehinvestment advisory fees deducted directly from
client account; access, for a fee, to an electrommmunication network for client order entry and
account information; receipt of compliance publi@as; and access to mutual funds which generally
require significantly higher minimum initial invesents or are generally available only to institnéb
investors.

The benefits received through participation in ®g@rogram may or may not depend upon the amount
of transactions directed to, or amount of assettodied by, Schwab.

Participation in the FIWS and Sl programs resul®intial conflict of interest for our firm, aseth
receipt of the above benefits creates an incefbivas to recommend Fidelity and Schwab.

Nonetheless, we have reviewed the services ofifjdaid Schwab and recommend their services
based on a number of factors. These factors iediuel professional services offered, commission
rates, and the custodial platform provided to ¢ierWhile, based on our business model, we wiil no
seek to exercise discretion to negotiate tradesignaarious brokers on behalf of clients, we will,
however, periodically attempt to negotiate lowemeoaission rates for our clients with Fidelity and
Schwab.

Directed Brokerage
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If a client, when undertaking an advisory relatimipswvith our firm, already has a pre-established
relationship with a broker and instructs us to exeall transactions through that broker, it shdagd
understood that under those circumstances, wenatilhave the authority to negotiate commissions,
obtain volume discounts and best execution mayeaatchieved. In addition, under these
circumstances a disparity in commission charges enest between the commissions charged to other
clients since our firm may not be able to aggregaders to reduce transaction costs or the clieay m
receive less favorable prices.

We reserve the right to decline acceptance of &agtaccount for which the client directs the ofa
broker if we believe that this choice would hindsrfiduciary duty to the client and/or our ability
service the account.

Trade Aggregation

We may aggregate client trades when doing so iaradgeous to our clients. Mostly, we will batch
client transactions to receive volume discountstarmbtain better and more uniform pricing across
client accounts. If we determine that aggregadibinades in a certain situation will be benefital

our clients, transactions will be averaged as twepand will be allocated among our clients in
proportion to the purchase and sale orders plamaal éach client account on any given day. Any
exceptions from the pro-rata allocation proceduitebg carefully explained and documented. Such
exceptions may occur due to varying cash avaitgtaltross accounts, divergent investment objectives
and existing concentrations, and desire to avodllots,” (an amount of a security that is lessitha

the normal unit of trading for that particular sety).

ltem 13. Review of Accounts

Securities are continuously reviewed by the firRostfolio Manager, Eric McDonald. Smaller,
mutual fund accounts are reviewed on a weekly Hasigaluation purposes and on a monthly basis
for rebalancing and asset allocation changes. drargcounts are reviewed on a weekly basis for
valuation purposes and cash reconciliation and hiypifdr asset allocation changes. Underlying
securities that make up the accounts are revieweddaily basis for changes in fundamental and
technical status. Triggering factors for changeadcount profiles include but are not limited to
changes in: monetary conditions, inflation expeatet, government policy, company fundamentals,
and investment company management. Eric McDonaisiomally reviews each account for possible
adjustments based on established client objecisestated in the client's investment policy stateme
or investment plan.

Clients are able to determine the depth of repgtiiey wish to receive. Clients are sent quarterly
portfolio appraisals by our firm that include histal cost, current market value, quantity of posit
and name of security owned. Clients have thetghdirequest additional reports that include brat a
not limited to: income and expense, realized desses, performance percentages and changes in
market values. Clients may receive more frequenéments if so desired. Client reports are sent t
clients as soon as possible after each period.

Item 14. Client Referrals and Other Compensation
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Our firm does not receive any additional compesaftiom third parties for providing investment
advice to its clients and does not compensate anf@rclient referrals.

Item 15. Custody

Custody is defined as any legal or actual abilityohbr firm to access client funds or securitiegic8&

all client funds and securities are maintained \aitjualified custodian, we don’t take physical
possession of client assets. However, under threrduSEC rules, our firm is deemed to have
constructive custody of client assets because weettl debit client fees from their custodial acetsu
Therefore, we urge all of our management clientsatefully review and compare their quarterly
reviews of account holdings and/or performancelteseceived from us to those they receive from
their custodian. Should you notice any discrepas)@lease notify us and/or your custodian as ason
possible.

ltem 16. Investment Discretion

For clients granting us discretionary authority determine which securities and the amounts of
securities that are to be bought or sold for theoount(s), we requests that such authority betegan
in writing, typically in the executed advisory agneent.

Should the client wish to impose reasonable linatet on this discretionary authority, such limibais
shall be included in this written authority statemneClients may change/amend these limitations as
desired. Such amendments must be submitted tg telelient in writing.

Item 17. Voting Client Securities

Advisory clients may elect to delegate their prexying authority to us. Alternatively, clients may
their election, choose to receive proxies relatetthéir own accounts, in which case we may consult
with clients as requested. (With respect to ER#8Aounts, we will vote proxies unless the plan
documents specifically reserve the plan sponsagt to vote proxies). To direct us to vote a prax

a particular manner, clients should contact Yoladdacheta, Client Services Manager, by telephone,
electronic mail, or in writing.

When we have discretion to vote proxies for ougrts, we will vote those proxies in the best irgese

of its clients and in accordance our establishditipe and procedures. Our firm will retain albgy
voting books and records for the requisite peribtinoe, including a copy of each proxy statement
received, a record of each vote cast, a copy ofdlaeyment created by us that was material to making
a decision how to vote proxies, and a copy of eetiten client request for information on how the
adviser voted proxies. If our firm has a confbfinterest in voting a particular action, we wibhtify

the client of the conflict and retain an indeperidbird-party to cast a vote.

Clients may obtain a copy of our complete proxyingpolicies and procedures by contacting
Yolanda Hiracheta directly. Clients may requestyriting, information on how proxies for his/her
shares were voted. If any client requests a comuotomplete proxy policies and procedures or how
we voted proxies for his/her account(s), we wibpptly provide such information to the client.
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We will neither advise nor act on behalf of theegtiin legal proceedings involving companies whose
securities are held in the client’s account(s)luding, but not limited to, the filing of “Proofd o
Claim” in class action settlements. If desirederts may direct us to transmit copies of clas®acti

notices to the client or a third party. Upon sugledation, we will make commercially reasonable
efforts to forward such notices in a timely manner.

[tem 18. Financial Information

Under no circumstances will we earn fees in exo€$4,200 more than six months in advance of
services rendered.
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Part 2B of Form ADV: Brochure Supplement

Eric Craig McDonald

8001 Quaker Avenue
Suite J

Lubbock, TX 79424

Telephone: (806)744-8617

Islay Capital Management, LLC
dba McDonald Capital Management
8001 Quaker Avenue
Suite J
Lubbock, TX 79424

Telephone: (806)744-8617

02/28/2013

This brochure supplement provides information aboutEric McDonald that supplements the McDonald
Capital Management brochure. You should have receed a copy of that brochure. Please contact Eric
McDonald, Managing Member, and Chief Compliance Oficer if you did not receive our brochure or if
you have any questions about the contents of thiggglement.
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Item 2. Educational Background and Business Experiece

Eric Craig McDonald, CFA

Year of Birth: 1963

Education:

Mr. McDonald graduated from the University of TexdsAustin, Texas with a B.B.A. degree in
Finance in 1985 and from Texas Tech Universitywildock, Texas with an M.B.A. in Finance in

1987.

Business Background:

Managing Member, Chief Investment Officer Chief Guiance Officer, Islay Capital Management
dba McDonald Capital Management from 1990 to presen

Professional Designations:

Mr. McDonald has earned the Chartered FinancialysndCFA) designation in 1993. The CFA
designation is an international professional degtfon offered by the CFA Institute (formerly AINR
to financial analysts who complete a series ofdlemeaminations. To become a CFA charterholder
candidates must pass each of three six-hour exarasess a bachelor's degree (or equivalent, as
assessed by CFA institute) and have 48 monthsalifigul, professional work experience. CFA
charterholders are also obligated to adhere toa €tode of Ethics and Standards governing their
professional conduct.

Item 3. Disciplinary Information

Mr. McDonald does not have any history of reporatisciplinary events.

Item 4. Other Business Activities

Mr. McDonald recently served on the Board of Trastef the Texas Teachers Retirement Fund
(TRS). TRS is the largest public retirement systefexas in both membership and assets. Mr.
McDonald completed his appointment in SeptembeB201d is no longer obligated to oversight
duties for the TRS system. .

Mr. McDonald currently serves on the Investment @ottee of two non-profit organizations in the
city of Lubbock, Texas. He spends a less than 1%6sofime on this non advisory activity.

Item 5. Additional Compensation

Mr. McDonald does not receive any additional congagion from third parties for providing
investment advice to its clients and does not carsgie anyone for client referrals.

Item 6. Supervision
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As the Managing Member and Chief Compliance OffaeCM, Eric McDonald is responsible for
all employee supervision and general businessglyaif the firm. He can be reached at (806) 744-
8617. Mr. McDonald is also responsible for forntigia and monitoring of investment advice offered
to client, documenting investment meeting deliberet, overseeing all material investment policy
changes, conducting periodic testing to ensuredieit objectives and mandates are being met and
the implementation and monitoring of our compliapoegram, including the collection and review of
all employee personal securities transactions quieaterly basis.
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Part 2B of Form ADV: Brochure Supplement

Jeffrey Michael Mercer
8001 Quaker Avenue
Suite J
Lubbock, TX 79424

Telephone: (806)744-8617

Islay Capital Management, LLC
dba McDonald Capital Management
8001 Quaker Avenue
Suite J
Lubbock, TX 79424

Telephone: (806)744-8617

02/28/2011

This brochure supplement provides information aboutJeffrey Mercer that supplements the McDonald
Capital Management brochure. You should have receed a copy of that brochure. Please contact Eric
McDonald, Managing Member and Chief Compliance Offcer if you did not receive our brochure or if
you have any questions about the contents of thiggglement.
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Item 2. Educational Background and Business Experiece

Jeffrey Michael Mercer, Ph.D.

Year of Birth: 1962

Education:

Mr. Mercer graduated from the University of Wyomivgh a B.S. degree in 1986 and from Texas
Tech University with a Masters of Science (MS) @egFinance in 1987 and a Ph.D. in Finance in
1992; Supporting fields: Economics and Statistics.

Business Background:

Member & Investment Adviser Representative, Islapi@l Management, LLC dba McDonald
Capital Management, 03/2005-present

l. Wylie and Elizabeth Briscoe Chair in Financexd® Tech University, 2010-present
Professor, Texas Tech University, 2009-present
Lubbock Bankers Association Professor, Texas Teulddsity, 2005-present

Director, Institute for Banking and Financial Stesli Texas Tech University,
2003-present

Associate Professor, Texas Tech University, 2002920

Acting Associate Dean, College of Business, Noril#inois University, 2000-2001
Consultant, Ibbotson Associates, Chicago, 2000-2002

Vice President and Director of Research, Ibbotsesogiates, Chicago, 2000
Interim Department Chair, Dept. of Finance, Nonthiiinois University, 1998-2000

Founding Director and Instructor, The Northermiilis Chartered Financial AnalysReview Course,
1997-2003

Associate Professor, Northern lllinois Universit$98-2002
Assistant Professor, Northern lllinois Universit$92-1998

Item 3. Disciplinary Information
Mr. Mercer does not have any history of reportaléeiplinary events.
Item 4. Other Business Activities

Mr. Mercer is currently employed as an AssociatEédsor of Finance at Texas Tech University. He
may dedicate up to 90% of his time to this non-soy activity.

Item 5. Additional Compensation
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Mr. Mercer does not receive any additional compgoisdrom third parties for providing investment
advice to its clients and does not compensate anf@rclient referrals.

Item 6. Supervision

As the Managing Member of MCM, Eric McDonald ispessible for all employee supervision and
general business strategy of the firm. He carebelred at (806) 744-8617. Mr. McDonald is also
responsible for formulation and monitoring of intraent advice offered to client, documenting
investment meeting deliberations, overseeing atemal investment policy changes, conducting
periodic testing to ensure that client objectived mandates are being met and the implementation
and monitoring of our compliance program, includihg collection and review of all employee
personal securities transactions on a quarterlgbas
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Part 2B of Form ADV: Brochure Supplement

John Holland Toles

8001 Quaker Avenue
Suite J

Lubbock, TX 79424

Telephone: (806)744-8617

Islay Capital Management, LLC
dba McDonald Capital Management
8001 Quaker Avenue
Suite J
Lubbock, TX 79424

Telephone: (806)744-8617

02/28/2011

This brochure supplement provides information aboutJohn Toles that supplements the McDonald
Capital Management brochure. You should have receed a copy of that brochure. Please contact Eric

McDonald, Managing Member and Chief Compliance Offcer if you did not receive our brochure or if
you have any questions about the contents of thiggglement.
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Item 2. Educational Background and Business Experiece

John Holland Toles, Ph.D., CFA

Year of Birth: 1961

Education:

Mr. Toles graduated from West Texas State Univwergith a B.B.A. degree in Economics in1984,
from Texas Tech University with a Masters of Scee(MS) in Finance in 1986 and from Texas Tech

University with a Ph.D. in Finance in 1993 with popting fields in Economics and Statistics.

Business Background:

Consultant, Islay Capital Management, LLC dba Mc&ldrCapital Management, 1997 to present
Senior Lecturer, 2006-present; Assistant Profed888-2006, Texas State University-San Marcos

Professional Designations:

Mr. Toles has earned the Chartered Financial Ab&G/BA) designation in 1996. The CFA
designation is an international professional aegtfon offered by the CFA Institute (formerly AINR
to financial analysts who complete a series ofdlemeaminations. To become a CFA charterholder
candidates must pass each of three six-hour exarasess a bachelor's degree (or equivalent, as
assessed by CFA institute) and have 48 monthsalifigul, professional work experience. CFA
charterholders are also obligated to adhere toa €tode of Ethics and Standards governing their
professional conduct.

Item 3. Disciplinary Information

Mr. Toles does not have any history of reportaldeiglinary events.

Item 4. Other Business Activities

Mr. Toles is currently employed as a Senior Lectatel exas State University. He may spend up to
95 0% of his time on this non-advisory activity.

Item 5. Additional Compensation

Mr. Toles does not receive any additional compemsdtom third parties for providing investment
advice to its clients and does not compensate anf@rclient referrals.

Item 6. Supervision

As the Managing Member and Chief Compliance OffaeCM, Eric McDonald is responsible for
all employee supervision and general businessglyaif the firm. He can be reached at (806) 744-
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8617. Mr. McDonald is also responsible for forntigla and monitoring of investment advice offered
to client, documenting investment meeting deliberet, overseeing all material investment policy
changes, conducting periodic testing to ensuredieit objectives and mandates are being met and
the implementation and monitoring of our compliapoegram, including the collection and review of
all employee personal securities transactions quieaterly basis.
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Part 2B of Form ADV: Brochure Supplement

Andrew Peyton Cunningham
8001 Quaker Avenue
Suite J
Lubbock, TX 79424

Telephone: (806)744-8617

Islay Capital Management, LLC
dba McDonald Capital Management
8001 Quaker Avenue
Suite J
Lubbock, TX 79424

Telephone: (806)744-8617

02/28/2013

This brochure supplement provides information aboutAndrew Cunningham that supplements the
McDonald Capital Management brochure. You should hve received a copy of that brochure. Please
contact Eric McDonald, Managing Member and Chief Canpliance Officer if you did not receive our
brochure or if you have any questions about the cdants of this supplement.
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Item 2. Educational Background and Business Experiece

Andrew Peyton Cunningham, CFA

Year of Birth: 1980

Education:

Mr. Cunningham graduated from Baylor Universitywat B.B.A. degree in Information Systems in
2002, and from Texas Tech University with a MastérBusiness Administration (MBA) in Finance

in 2009.

Business Background:

Investment Adviser Representative, Islay Capitahigement, LLC dba McDonald Capital
Management, 04/2010 — present

Credit Analyst, PlainsCapital Corporation 01/20084£2010
Financial Analyst, Grace Clinic Hospital 01/2000+2008
Implementation Consultant, Tyler Technologies, INZEODivision 08/2002 — 01/2007

Professional Designations:

Mr. Cunningham has earned the Chartered Financialyst (CFA) designation in 2013. The CFA
designation is an international professional aegtfon offered by the CFA Institute (formerly AINR
to financial analysts who complete a series ofdlemeaminations. To become a CFA charterholder
candidates must pass each of three six-hour exarasess a bachelor's degree (or equivalent, as
assessed by CFA institute) and have 48 monthsaiifigul, professional work experience. CFA
charterholders are also obligated to adhere toa Stode of Ethics and Standards governing their
professional conduct.

Item 3. Disciplinary Information

Mr. Cunningham does not have any history of refixbetdisciplinary events.

Item 4. Other Business Activities
Mr. Cunningham is not engaged in outside businetgities.
Item 5. Additional Compensation

Mr. Cunningham does not receive any additional acemsption from third parties for providing
investment advice to its clients and does not cars@ie anyone for client referrals.
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Item 6. Supervision

As the Managing Member and Chief Compliance OffaeCM, Eric McDonald is responsible for
all employee supervision and general businessglyaif the firm. He can be reached at (806) 744-
8617. Mr. McDonald is also responsible for forntigla and monitoring of investment advice offered
to client, documenting investment meeting deliberet, overseeing all material investment policy
changes, conducting periodic testing to ensuredieit objectives and mandates are being met and
the implementation and monitoring of our compliapoegram, including the collection and review of
all employee personal securities transactions quieaterly basis.
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