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FORM ADV Applicant: Bay Capital, Registered Investment | SEC File Number: Date:

Part II - Page 2 Advisor g01. 40965 4/2/2009
1. A. Advisory Services and Fees. (check the applicable boxes) For each type of service provided, state the
approximate % of total advisory billings from
Applicant: that service. (See instruction below.)
: (1) Provides invVestment SUPETVISOTY SETVICES ....eecveerueeriieerueeruierieeseessteeiteesteensaesnneesseessssenseessueesssesnnessses %
: (2) Manages investment advisory accounts not involving investment supervisory Services..................... %
: (3)  Furnishes investment advice through consultations not included in either service described above... %
] (4)  Issues periodicals about securities by SUDSCIIPLION ......cvevveeeiereeieiieiie ettt e e eee e %
] (5)  Issues special reports about securities not included in any service described above............cccecevcenee %
] (6)  Issues, not as part of any service described above, any charts, graphs, formulas, or other devices
o which clients may use t0 eValuate SECUTTLIES. ... .ectirtiiriieeiieitie ettt ettt ettt sbe e e eee %
|:| (7)  On more than an occasional basis, furnishes advice to clients on matters not involving securities... %
E (8)  Provides @ tIMING SEIVICE ....cc.ueiiuieeieriieeiiieiieerttteitestteetteeteeesttes e eesteestessatesubeansaesaeesnseensaenseenseesnnn s s %
: (9) Furnishes advice about securities in any manner not described above..........coccoeveviieieresiese e, %
(Percentages should be based on applicant’s last fiscal year. If applicant has not completed its first fiscal year,
provide estimates of advisory billings for that year and state that the percentages are estimates.)
Yes No
B. Does applicant call any of the services it checked above financial planning or some similar term? . . . . . ..
C. Applicant offers investment advisory services for: (check all that_apply)
IEI (1) A percentage of assets under management |:| (4)  Subscription fees
(2) Hourly charges @ (5) Commissions
|:| (3) Fixed fees (not including subscription fees) @ (6)  Other

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

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

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

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

2.

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

0]
[ ]
[ ]
0]

°Caw

Individuals IE E Trusts, estates, or charitable organizations
Banks or thrift institutions IE F. Corporations or business entities other than those listed above
Investment companies |:| G. Other (describe on Schedule F)

Pension and profit sharing plans

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




FORM ADV Applicant: Bay Capital, Registered
Part II - Page 3 Investment Advisor

SEC File Number:
801- 40965

Date:
4/2/2009

3. Types of Investments. Applicant offers advice on the following: (check those that apply)

ElE Sl N E

A. Equity securities

(1) exchange-listed securities
(2) securities traded over-the-counter
(3) Foreign issuers

B. Warrants

C. Corporate debt securities (other than commercial paper)

D. Commercial paper
E.  Certificates of deposit
F.  Municipal securities

G. Investment company securities:
(1) variable life insurance
(2) variable annuities
(3) mutual fund shares

|:| H. United States government securities

(1) securities
(2) commodities

(1) tangibles
(2) intangibles

(1) real estate

O O e

I.  Options contracts on:

J.  Futures contracts on:

(2) oil and gas interests
(3) other (explain on Schedule F)

K. Interests in partnerships investing in:

IE L. Other (explain on Schedule F)

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

A. Applicant’s security analysis methods include: (check those that apply)

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

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)
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801- 40965 4/2/2009

5.

Education and Business Standards.

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

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

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

Education and Business Background.

For:

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

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

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

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

Other Business Activities. (check those that apply)

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

investment advice.

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

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

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

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

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

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

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

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

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

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

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

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)
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9. Participation or Interest in Client Transactions.

Applicant or a related person: (check those that apply)

bought from a brokerage customer.

person has some financial interest.

prospective client upon request.

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

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

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

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

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

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

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

account?

(If yes, describe on Schedule F)

10. Conditions for Managing Accounts. Does the applicant provide investment advisory services, manage Yes No
investment advisory accounts or hold itself out as providing financial planning or some similarly termed
services and impose a minimum dollar value of assets or other condition for starting or maintaining an

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

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

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

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)
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12.

Investment or Brokerage Discretion.

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

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

Yes No

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

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

Yes No

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

es No
B. Does applicant or a related person suggest brokers t0 CIENtS? ..........cccoevirviinriiniinieinereee e

For each yes answer to A describe on Schedule F any limitations on the authority. For each yes to A(3), A(4)
or B, describe on Schedule F the factors considered in selecting brokers and determining the reasonableness
of their commissions. If the value of products, research and services given to the applicant or a related
person is a factor, describe:

¢ the products, research and services

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

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

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

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

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

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

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

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

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)
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(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules)
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Cooper, Stephen Mark

IRS Empl. Ident. No.:

Item of Form
(identify)

Answer

(Complete amended pages in full, circle amended items and file with execution page (page 1).
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	0: ADVISORY SERVICES AND FEES
 
Bay Capital, Registered Investment Advisor (Advisor) is an investment advisory firm specializing in active asset allocation for Clients on a discretionary basis. Programs offered are Bay Capital I and Conservative Allocation, Bay Capital II and Moderately Conservative Allocation, Bay Capital III and Moderate Allocation, Bay Capital IV and Moderately Aggressive Allocation, and Bay Capital V and Aggressive Allocation.  The programs listed together are similar and have similar objectives.  The "numbered" programs utilize additional short-term market signals while the "allocation" programs utilize long-term market signals.  The objective of active asset allocation is to preserve capital during periods of market declines and to participate in the appreciation of an investment portfolio during market advances.  The defensive emphasis of active asset allocation is to avoid or minimize losses and to preserve capital when markets are trending down.  Active asset allocation involves the execution of exchanges, generally within a mutual fund family or families. These exchanges include moving between a growth (stock) fund and a defensive money market / short-term bond fund or to a market-neutral position. A market-neutral position achieves the same defensive goal as a money market or short-term bond fund.  Additionally, Advisor may use longer-term government and corporate bond funds, index funds including inverse-index funds that move opposite the market, and other styles of mutual funds that represent asset classes other than stocks and bonds that can enhance overall performance and diversification. Bay Capital's active allocation strategy may result in short-term capital gains which are taxed at a higher rate than long-term capital gains.
 
Clients' funds are typically held in brokerage accounts, trust company accounts or variable annuity accounts at sponsoring insurance companies. Occasionally funds are held directly by an investment company. All accounts are always held in the Client's name. The brokerage / trust company custodians typically charge the Client / Advisor an asset-based fee, based on the value of the assets in the Client's account, not to exceed 30 basis points annually.  This fee is borne by the Client.  Advisor does not, in any case, have custody of Client funds.  Funds may or may  not be purchased through broker / dealer Calton & Associates, Inc., Member NASD / SIPC. 
 
Independent third party managers may be added to any Bay Capital program that these managers may charge higher or lower fees which may result in a higher or lower management fee than the fees shown for the various Bay Capital programs.  The fee charged is the average of fee charged for outside managers and the corresponding Bay Capital program fee.
 
BAY CAPITAL I AND CONSERVATIVE ALLOCATION PROGRAMS 
FEE SCHEDULE
Account Valuation                    Annual Fee                    Quarterly Equivalent
First $1,000,000                         1.0%                                  0.25%
$1,000,000 - $2,000,000          0.8%                                 0.20%
$2,000,000 - $3,000,000          0.6%                                 0.15%
Over $3,000,000                                    Negotiable
 
The Bay Capital I and Conservative Allocation programs have an investment objective of growth and income and are the most conservative programs offered.  These programs may be reallocated quarterly or more often.  The Bay Capital I and Conservative Allocation programs primarily employ domestic stock, mutual funds, and funds representing market sectors or different asset classes including domestic and global funds, real assets and real estate.  The funds employed are no-load or front-end load funds with the load waived.  The minimum investment is $25,000.  In cases where the client elects to purchase "C" Class funds that pay Bay Capital associates a 1% annual commission, the annual management fee may be waived.  "C" Class funds may impose a 1%, 1-year contingent deferred sales charge. 
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	Text15: BAY CAPITAL II AND MODERATELY CONSERVATIVE ALLOCATION PROGRAMS
FEE SCHEDULE
Account Valuation                    Annual Fee                    Quarterly Equivalent
First $500,000                             1.5%                                  0.375%
$500,000-$1,000,000                1.2%                                  0.30%
$1,000,000 - $2,000,000           0.96%                               0.24%
Over $2,000,000                                         Negotiable
 
The Bay Capital II and Moderately Conservative Allocation programs have an investment objective of conservative growth.  Investment vehicles are limited primarily to diversified stock mutual funds but may include less diversified sector mutual funds that are exchanged with money market funds within a mutual fund family, variable annuity. 
 
Funds may or may not be purchased through broker / dealer Calton & Associates, Inc., Member NASD / SIPC.  Upon consultation with the Client, the Advisor may modify the minimum account size of $50,000.  In cases where the client elects to purchase "C" Class funds that pay Bay Capital associates a 1% annual commission, the annual management fee may be waived.  "C" Class funds may impose a 1%, 1-year contingent deferred sales charge.  
  
BAY CAPITAL III AND MODERATE ALLOCATION
FEE SCHEDULE
Account Valuation                    Annual Fee                    Quarterly Equivalent
First $1,000,000                         2.0%                                  0.5%
$1,000,001 - $2,000,000          1.5%                                  0.375%
$2,000,001 - $3,000,000          1.0%                                 0.25%
Over $3,000,000                                      Negotiable
 
The Bay Capital III and Moderate Allocation programs have an investment objective of growth and use diversified stock mutual funds, but funds representing market sectors or different asset classes may also be added to construct a "portfolio of portfolios."  At times, funds are exchanged to money market funds or an approximate market-neutral position is assumed using mutual funds that move in the opposite direction of the market.  The investment vehicles employed are no-load funds, level-load funds (with no entry or exit fees) or front-end load funds with the load waived.  There is an annual management fee of 2% of assets with the quarterly equivalent of 0.5% multiplied by the end-of-quarter statement value and deducted from the account at the end of each calendar quarter.  Upon consultation with the Client, the Advisor may modify the minimum account size of $100,000.  Independent third party managers may be added to the Moderate Allocation program that charge higher or lower fees which may result in a higher or lower annual management fee. 
 
BAY CAPITAL IV AND MODERATELY AGGRESSIVE ALLOCATION
FEE SCHEDULE
Account Valuation                    Annual Fee                    Quarterly Equivalent
First $1,000,000                          2.5%                                 0.625%
$1,000,000 - $2,000,000           2.0%                                 0.50%
$2,000,000 - $3,000,000           1.5%                                 0.375%
Over $3,000,000                                       Negotiable
 
The Bay Capital IV and Moderately Aggressive Allocation programs have an investment objective of moderately aggressive growth, use diversified and non-diversified mutual funds representing multiple asset classes including domestic & global equity and debt, real assets, currencies, and real estate which tend to move independently of one another, i.e. there is low correlation between asset classes.  Where available, index funds are used to assume both long and short positions.  The objective is to profit from both upward and downward trends in stocks, bonds, and other asset classes.  There is an annual management fee of 2.5% of assets with the quarterly equivalent of 0.625% multiplied by the end of quarter statement value and deducted from the account at the end of each calendar quarter. (Continued on page 3)
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	Text17: ADVISORY SERVICES AND FEES (cont.)
 
Additionally, qualified investors may elect an incentive fee as described in the BC V and Aggressive Allocation that follows.  Upon consultation with the Client, the Advisor may modify the minimum account size of $100,000.  Independent third party managers may be added to the Moderately Aggressive Allocation program that charge higher or lower fees which may result in a higher or lower annual management fee. 
 
BAY CAPITAL V AND AGGRESSIVE ALLOCATION FEE SCHEDULE
Account Valuation                    Annual Fee                    Quarterly Equivalent
First $1,000,000                          3.0%                                 0.75%
$1,000,000 - $2,000,000          2.5%                                 0.625%
$2,000,000 - $3,000,000          2.0%                                 0.50%
Over $3,000,000                                      Negotiable
 
The Bay Capital V and Aggressive Allocation programs have an investment objective of aggressive growth and are the most aggressive of the programs and the least diversified.  These programs are an effort to maximize return.  These programs invest in indexed mutual funds that represent the major stock market indexes such as the Russell 2000, the S&P 500, and the NASDAQ, as well as domestic sector funds.  These funds may operate up to two times the market, both long and short the market.  The relative strength and trending characteristics of the available indexes will determine which index Bay Capital will use at a given time.  The investment vehicles employed are no-load funds, level-load funds (with no entry or exit fees) or front-end load funds with the load waived.  Qualified investors may elect an incentive fee.  The annual incentive fee is 18.75% of the increase in quarterly account value over the highest previous quarterly account value.  This is a performance fee, which means that if no increase is achieved, no fee is due.  The minimum investment for the program is $250,000 and is available to qualified investors only.  Upon consultation with the client, the advisor may modify the minimum account size.
 
Mutual funds may or may not be purchased through broker / dealer Calton & Associates, Inc., Member NASD / SIPC.  The minimum account size can be reduced with approval of the investment committee.  Advisor may invest with various fund companies that provide to Advisor an annual trail commission of up to !% of the average daily net assets of those mutual funds in Advisor's Clients have been invested.  This fee is described in the fund companies' prospectus, a copy of which is provided to each of Advisor's Clients.  Advisor provides various services to these fund companies, including order processing, communications with Advisor's clients who are invested in these fund companies, records maintenance and other activities.  
 
For BC I, Conservative Allocation, BC II, Moderately Conservative Allocation, BC III, Moderate Allocation, BC IV, Moderately Aggressive Allocation, BC V, and Aggressive Allocation programs, annual fees are computed after services are rendered, on a quarterly basis.  Fees are calculated at the end of each calendar quarter, based on the account valuation at the end of the quarterly reporting period.  Fees for additional contribution to and withdrawals from an account made during the quarter will be calculated on a prorated basis.  In the case of account termination, the prorated quarterly portion of the fee shall be due to the Advisor upon written notification to the client by the Advisor. 
 
A contract may be terminated by either the Client or the Advisor on any business day with written notification before 12:00 PM.  Upon termination, the Advisor will have five business days to remove the Client from the Advisor's allocation lists.  The Client may or may not participate in an exchange within the five-day time period for which the Advisor assumes no financial responsibility or liability.  
 
Clients invested in our programs and whose assets are invested in shares of mutual funds or variable annuities and whose uninvested cash balances are swept into money market funds at their custodian are, in effect, paying two advisory fees.  Clients pay Bay Capital the standard quarterly fee on the market value of total assets under the fee-based investment programs or they may pay a percentage of the accounts performance under incentive programs, which include the assets invested in the mutual fund or variable annuity or money market funds.  The client also pays an advisory fee to the investment advisor of the mutual fund or variable annuity based on the amount of the Client's investment in that fund. 
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	Text19: SELECTION OF OTHER PORTFOLIO MANAGEMENT SERVICES
 
Bay Capital may also recommend and use third party money managers that may or may not be incorporated into existing BC programs.  We will match the particular need of the client with independent third-party money managers (Portfolio Managers).  Such Portfolio Managers, under our direction, will then implement the investment management services, in accordance with the Bay Capital Client Profile.  We will perform the qualifying analysis together with performing ceratin professional, administrative and clerical duties prior to selection and opening accounts. 
 
Once the Portfolio Managers have been selected and the account established, we will monitor the performance of the client's investments continuously and will make recommendations to the client as market factors and the client's needs dictate. 
 
When a client elects to use an outside Portfolio Manager, exclusive of Bay Capital programs, Bay Capital will provide the outside managers' ADV Part II (disclosure brochure) which will include information relating to their management services, fee structure and other pertinent information.  Client is encouraged to review the information carefully. 
 
When a client elects to use an outside manager in conjunction with Bay Capital programs, where third party managers charge a higher or lower fee than the corresponding Bay Capital program, the fee charged to the client will be the weighted average of the two fees.  Example:
 
70% invested with Bay Capital III                                 2.00% Fee
30% invested with Outside Manager                         2.50% Fee  
Weighted Average Fee                                                   2.15% Fee
 
 TYPES OF CLIENTS
 
The Advisor serves individuals, pension and profit-sharing plans, trusts, estates, charitable organizations, and corporations.
 
TYPES OF INVESTMENTS
 
Bay Capital, Registered Investment Advisor, manages Clients' investments in investment company securities.  These include open-end mutual fund shares, variable annuities, and variable life insurance contracts.  The Advisor selects investment vehicles using several criteria:  One central criterion is the ability and willingness of the investment company to facilitate the exchange privilege within fund families and outright purchase and sale of mutual funds.  The exchange privilege is granted by each company and discussed in their prospectuses.  While the Advisor strives to deal with investment companies that will always offer the exchange privilege, each company makes that determination and the Advisor will not be held responsible for a change in the exchange privilege of a particular fund company.  Some mutual fund companies may limit the number of times a shareholder account may exchange funds within their family of funds (buy and sell shares) or they may impose fees or transaction charges or early withdrawal fees.  These fees can be as much as 2% and the penalty period can last for 30 days but can be imposed for 60 to 90 days or longer. 
 
METHOD OF ANALYSIS, SOURCES OF INFORMATION, AND INVESTMENT STRATEGIES
 
Bay Capital, RIA, gathers information from various sources based on a purely technical viewpoint of the market.  The main source of information include financial publications, web sites, various technical market letters and an interactive allocation service developed by Robert F. Thompson.  The Advisor's strategy uses active asset allocation, the daily decision to trade between the funds within a mutual fund family or similar portfolios.  The Advisor's strategy is executed with a daily discipline of risk avoidance based on a technical picture of the market.  The use of investment company securities (mutual funds) that can be exchanged at no cost or for a nominal fee allows very low risk parameters.  The discipline to exit the market, assume a market neutral position, or quickly change positions is central to Advisor's investment philosophy.  The Client recognizes that there is no assurance as to the accuracy of the Advisor's buy / sell signals and that market losses resulting from the risk of such indicators are normal market risks and the risks of the client.  
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	Text21: EDUCATION AND BUSINESS STANDARDS
 
 The Advisor has established business and educational standards for associates.  A college degree or 15 years of experience in the financial industry are a minimum with some combination of both desirable. 
 
EDUCATION AND BUSINESS BACKGROUND
 
Stephen Mark Cooper, born May 31, 1949, graduated in 1971 from the University of South Florida in Tampa with a BA in economics and finance.  Mr. Cooper worked for Medline Industries, Northbrook, Illinois for nine years ending in 1984.
Medline is a medical manufacturer and supplier to hospitals and health care institutions.  Duties included sales as well as regional management responsibilities in the Southeast.  In 1984 he joined Thomson McKinnon as a broker and began his career in the securities business.  In 1989, with a desire to be independent, he joined Integrated Resources as a registered representative and shortly took the series 24 principal exam, with compliance responsibilities for the branch.  (Integrated Resources changed hands in November of 1989 and became Royal Alliance.)  Mr. Cooper began Bay Capital, RIA in 1992 to broaden the services available to his Clients and his associates' clients.  Mr. Cooper in his capacity as a Branch Manager of Calton & Associates, Inc., currently supervises four other registered representatives. 
 
Robert Fred Thompson, born October 16, 1942, graduated in 1965 from Florida State University in Tallahassee, Florida with a BA in economics and international affairs.  Mr. Thompson was an Air Force officer and pilot from 1965 to 1969.  He began his securities career in 1969 with Reynolds Securities and subsequently worked with E.F. Hutton and Thomson McKinnon.  In April 1989, Mr. Thompson became independent by associating with Integrated Resources, which became Royal Alliance.  Mr. Thompson provides technical advice and has developed a proprietary market model that has been in use for more than 20 years. 
 
Robert DeWitt Davis, Jr., born July 27, 1955, graduated in 1978 from St. Bonaventure University in New York with a BA in Business Administration.  He received his MBA from Duke University's Fuqua School of Business in 1980.  Mr. Davis worked for Goldman Sachs & Company from 1980-1984 in New York and Miami as a registered representative.  Mr. Davis also worked for Kidder, Peabody & Prudential Bache Securities before joining Bay Capital in 1990.  Mr. Davis' responsibilities at Bay Capital include marketing and participation in the investment committee.
 
OTHER BUSINESS ACTIVITIES
 
Mr. Cooper is actively engaged in a business other than giving investment advice.  This business is associated with his general securities license and insurance license.  These other business activities include financial transactions performed as a broker for Calton & Associates, Inc., and are separate from advisory activities. 
 
Applicant sells products and service excluding investment advisory activities.  Examples would include certificates of deposit, individual stocks and bonds, mutual funds, and insurance products. 
 
OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS
 
Mr. Cooper is associated with Calton & Associates, Inc., Member NASD / SIPC (Calton), as a registered representative.  Calton is a diversified financial services company engaged in the sale of specialized investment products.  He may recommend securities or insurance products offered by Calton.  If his clients purchase their mutual funds through him, he will receive the nominal commission, i.e. a conflict exists between his interests and those of his advisory clients.  The client is under no obligation to purchase products through Mr. Cooper or Calton.  Mr. Cooper and other affiliates are associated with Calton. 
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	Text23: PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS
 
As a registered representative of Calton, Mr. Cooper will be compensated on the normal commission schedule.  Mr. Cooper may make exchange recommendations to clients of a mutual fund in which he personally may already have a position before the client account is exchanged.  The Advisor or personnel may act on the active allocation advice for their personal account, or they may effect transactions for their personal accounts independently. 
 
CODE OF ETHICS
 
As a fiduciary, Bay Capital has an affirmative duty to render continuous, unbiased investment advice and at all times act in the client's best interest.  To maintain this ethical responsibility to clients, Bay Capital has adopted a Code of Ethics that establishes the fundamental principles of conduct and professionalism expected by all officers, directors and employees in discharging their duties.  This code is a value-laden guide committing such persons to uphold the highest ethical standards, rooted in the most elementary maxim.  "Do the right thing!"
 
Bay Capital's Code of Ethics is designed to deter inappropriate behavior and heighten awareness as to what is right, fair and good by promoting:\
 
- Honest and ethical conduct
- Full, fair and accurate disclosure
- Compliance with applicable rules and regulations
- Reporting of any violation of the Code
- Accountability
 
To help clients understand Bay Capital's ethical culture and standards, how Bay Capital controls sensitive information and what steps have been taken to prevent personnel from abusing their inside position, a copy of Bay Capital's Code of Ethics is available for review upon request.
 
PROXY VOTING
 
Bay Capital is hereby expressly precluded from voting proxies.  Clients understand and agree that the client retains the right to vote all proxies, which are solicited for securities held in the managed accounts.  Any proxy solicitations received at Bay Capital's place of business will be immediately forwarded to the client for their evaluation and decision.
 
CONDITIONS FOR MANAGING ACCOUNTS
 
The Advisor may buy or sell individual securities for its personal account that it also recommends to Clients.  The minimum account sizes are:  BC I and Conservative Allocation programs $25,000,  BC II and Moderately Conservative Allocation programs $50,000, BC III, Moderate Allocation, BC IV and Moderately Aggressive Allocation programs $100,000, and  BC V and Aggressive Allocation programs $250,000.  Exceptions to account size may be made with the permission of the investment committee. 
 
REVIEW OF ACCOUNTS
 
The basic service of the Advisor is active asset allocation and each account is reviewed daily in the normal course of market observation.  Most custodians send monthly statements.  Some individual mutual fund companies and variable annuity insurance company sponsors send confirmations for each trade and at least quarterly statements.  Mr. Cooper and his investment committee (Mr. Thompson and Mr. Davis) are responsible for account review. 
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	Text27: INVESTMENT OF BROKERAGE DISCRETION
 
With respect to discretionary accounts under management, the Advisor has authority, without further consent of the client, to determine the amount of mutual funds exchanged or traded.  The Advisor will use any mutual funds available from the approved universe of Southwest Securities, Trust Company of America, or client funds may be held directly by an investment company or an insurance company.  Advisor may exchange between fund families and on rare occasion incur a short-term redemption fee for which advisor will be responsible.  Client will only be responsible for these short term redemption fees upon termination or a withdrawal request, beyond the control of advisor. 
 
The Advisor may select Calton as the broker to execute transactions for Clients, as described in item 8. C.  If transactions are executed for a Client account by any other affiliate of Advisor, specific disclosure regarding the affiliation is prov9ided to that Client.  If Client directs Advisor to use a specific broker, however, Advisor has not negotiated the terms and conditions (including, but not limited to, commission rates) relating to the services provided by such broker.  Advisor does not have any responsibility for obtaining for Client any such broker the best prices of particular commission rates with or though any such broker; and Client may not obtain rates as low as it might otherwise obtain if Advisor has discretion to select broker-dealers other than those chosen by Client.
 
In selecting a broker other than Calton for any transaction or series of transactions, the Advisor may consider a number of factors, including, for example, net price, reputation, financial strength and stability, efficiency of execution and error resolution, block trading and block positioning capabilities, willingness to execute computerized data regarding Client's accounts and other matters involved in the receipt of brokerage services generally.
 
The Performance Fee charged in the BC  IV & BC V programs may create an incentive for Manager to make investments that are riskier or more speculative than would be the case in the absence of a fee based on the performance of the account.  In addition, the performance fee is based on unrealized, as well as realized, appreciation and depreciation of the securities in the account.  The following is a schedule showing the range of transaction costs that are applied to advisory Clients for fund exchanges.  In no case does advisor or associate receive reimbursement from any transaction costs assessed by a custodian or fund company.  Check the corresponding prospectus or offering memorandum for complete details.  These costs are determined by the investment companies/brokerage firms and are subject to change:
 
ADDITIONAL COMPENSATION
 
The Advisor also receives cash and non-cash incentives such as seminar expenses and advertising expenses from mutual fund companies or insurance companies in which the Advisor's Clients have invested.  This compensation creates a conflict of interest in that the Advisor has an incentive to advise its Clients to invest with such mutual fund companies.  The Advisor understands, however, and scrupulously complies with, its fiduciary obligations to its advisory Clients.  The Advisor regularly reviews the fees paid by its advisory Clients to mutual funds companies to determine that they are competitive with fees paid to other mutual fund companies offering similar services.  The Advisor also engages solicitors and pays them a referral fee of not more than 50% of the annual fee charged to the Advisor's Clients.  The Advisor's fees to any such Client is the same, regardless of whether a solicitor has been engaged with respect to that Client.  In such cases, this practice is disclosed in writing to the client, and the Advisor complies with the other requirements of Rule 206 (4)-3, under the Investment Advisors Act of 1940, as amended. 
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