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Investment Strategy and Goal

The Focused Taxable Composite seeks long term capital appreciation by investmgampanies which, in MCM’s
judgment, offer value relative to their long terotgntial and the market as a whole. Using a nealti-approach, the
composite is able to invest in companies of akksjalthough most companies have market capitalizat excess of
$500 million. Our overall goal is to consistentiytperform the S&P 500 index.

Investment Philosophy

* Flexibility to pursue relative value wherever it isidentified — With a multi-cap approach, opportunities don’t have
to be overlooked due to market-cap restrictions.

*Portfolio management —-Our bottom-up approach allows us to build portf®lame company at a time, with a
primary focus on identifying reasonably valued camips that offer strong quantitative and qualiatiharacteristics.
With this approach, sector weights are determinethé underlying relative value of the companiethinieach

sector.

* Relative value approach ¥We constantly review our current holdings agaimgtastunities in the broader market.
This approach often leads to a balance betweentlgramd value companies, depending on market vahsmti

Period Performance

Year-to-date 3 Year 5 Year Since Inception
10/1/98
Focused Taxable Composite -8.55% -11.99% -2.19% 4.77%
S&P 500 Index -11.01% -13.06% -4.76% -0.60%

*Past performance does not guarantee future results. Numbers are net of fees. 3 year, 5 year, and inception percentages are annualized figures.

Composite Highlights

NEW POSITIONS: We initiated a position in pharmaceutical comp8migtol-Myers Squibb (BMY), which has a 6%
dividend yield. The company has $15 billion in emtrassets and minimal debt due in the next 5 yBMY's strong financial
position should allow them to buy drug and bioteompanies at reasonable prices in this environnheliddition, we bought
shares oChesapeake Energy (CHK)the largest domestic producer of natural gas.fé#kenatural gas prices will eventually
recover due to supply constraints as companies dugtveapital expenditures in order to operate witheir cash flow.
Chesapeake should benefit from their interestenMliarcellus and Huntsville gas shale, which hageiicantly lower
exploration and drilling costs. A 6+% dividend asttbng balance sheet enticed us to start a pesitienergy companiRoyal
Dutch Shell (RDS-A) We also started a position@eneral Dynamics (GD)a diversified defense contractor that was
oversold based on their exposure to executive gdemGulfstream. GD has a well diversified backluat increased by $74
billion or 58% in 2008. Finally, we initiated agition in Norfolk Southern (NSC) because we felt share prices were
reflecting an overly pessimistic view and with a &K .5, the valuation was compelling.

INCREASED POSITIONS: Our positions irMarathon Oil (MRO) and3M (MMM) were increased during the quarter.
Their strong cash flows should enable them to amnsate acquisitions, make debt payments and contmimerease their
dividend. We added to sharesigney (DIS)during this downturn because in our opinion theilitglio capitalize on their
many strong brands is unsurpassed. Finally, weasead our stake fDonoco Phillips (COP)in order to take advantage of a
possible increase in energy prices. Meanwhile ave&ppy to collect our 5% dividend as we wait.

DECREASED AND ELIMINATED POSITIONS: A tender offer for shares @enentech (DNA)was made during thetl
quarter for $95/share in cash. We accepted ttee affd closed our profitable position in DNA. Sntedldes in discount
retailersDSW (DSW)andTJ Maxx (TJX) were closed out for a net profit. We also trimmoed positions irBP (BP),
Qualcomm (QCOM) andAmgen (AMGN) in order to reduce our stake in portfolios thateveverexposed. Lastly, we
reduced our position in institutional brok&tate Street (STT)out of concerns related to the transparency of tifébalance
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III Focused Taxable Composite QUARTERLY PROFILE

1st QUARTER 2009
Top Ten Holdings Sector Weights
Intel 5.5% Sector Focused Taxable | qepggy | 4+/-
AT&T 5.4% ClmEeEre
Amgen 4.6% Consumer
Cisco 4.6% Discretionary 3.3% 9.8% -5.5%
0,
COSt.C‘.) 4.0% Consumer Staples 5.1% 12.8% -7.7%
Precision Castparts 3.5%
Valero Energy 3.1% Energy 21.0% 13.0% +8.0%
Qualcomm 3.0% —
National Oilwell Varco 2.9% Financials 3.3% 10.8% -7.5%
I 0,
Walt Disney 2.9% A—— 5 8% 15 3% 5%
Industrials 8.1% 9.7% -1.6%
Market Cap Segmentation .
LTIETy 16.4% 180% | -1.6%
Technology
- Materials
Small (< 1.5 Billion) 0.8% i &8 VI
Large (> 10 Billion) 87.8%
Utilities 0.8% 4.3% -3.5%
Cash 21.1% 0.0% +21.1%

Data presented represents a percent of the total market value of the Focused Taxable Equity Composite, including cash. As of March 31, 2009, cash represented 21.1% of
the total composite. This information is presented as supplemental and complements the Annual Disclosure Presentation located at the bottom of this page.

Mengis Capital Management, Inc., has prepared aesepted this report in compliance with the Glolbaektment Performance Standards (G)PSMengis Capital Management, Inc. is a registénegstment advisor. The firm
maintains a complete list and description of contpsswhich is available upon request. Performamier to November 28, 2001 occurred while the fodlic manager was employed at a prior firm and wes only individual

responsible for selecting the securities to buyseil A review of this track record for compli@nwith the portability requirements of the GIPShd@ds was conducted by Ashland Partners & CompaRy Compliance with the
Association for Investment Management and ReseRecformance Presentation Standards (AIMR<PRIe predecessor to GIPS) was verified at ther fiim, beginning February 1, 1998. As represeritgdnanagement, the
performance from the predecessor firm conformse@IPS guidelines with regard to portability oféstment results. Focused Taxable Equity Compasitgains fully discretionary taxable equity acceuand for comparison
purposes is measured against the S&P 500 IndestorSeeightings observed in the Focused Taxablewats vary significantly from those in the S&P S0dex. In addition, from time to time, the Focuseakable accounts will
generally have 20-30 holdings as compared to the S80 Index (composed of 500 different stocks)r destain time periods, the composite may be moreeutrated than the benchmark. Due to the limigaiber of holdings
relative to this index, the investment risks assed with concentration are significantly greaterthe Focused Taxable accounts than it is foirttiex used for comparison. For periods shown paatanuary 1, 2006, the minimum|
account size for this composite is $50 thousandediiffe January 1, 2006, the minimum account sisebe@n change to $150 thousand. Results are badatlyadiscretionary accounts under managementuiting those accounts
no longer with the firm. At present, there area®ounts being managed consistent with the diseipieferred to as “Focused Taxable.” Mengis Capitahagement, Inc. currently manages over 200 otbetfgfios on a
discretionary basis. These portfolios are not madaccording to the Focused Taxable methodologytentesults in these accounts will vary, both ey and negatively, from those experienced kg Focused Taxable accounts.
Information regarding the performance achievechesé accounts is available upon request. The dolfar is the currency used to express performariReturns are presented gross and net of managdessnand include the
reinvestment of all income. Net of fee performanees calculated using actual management feesr terizanuary 1, 2002, accounts in the composite wearged an all inclusive wrap fee. Gross retfonthis period are shown as
supplemental information and are stated grossl éée$ and transaction costs; net returns are eeding all actual fees incurred. The standard nemagt fee is a maximum of 2.00% on all assets. gide@apital Management, Inc.
has been verified for the periods November 28, 2B0dugh September 30, 2008 by Ashland Partnersddlition, a performance examination was conduetethe Focused Taxable Equity Composite beginNimgember 28, 2001.
A copy of the verification report is available upmyuest. Additional information regarding pol&ifr calculating and reporting returns is avagalpon request. There has been no material chiamgsonnel responsible for the|
investment management of this composite. The Fatliaxable Equity Composite was created Octob&®d8. Past performance is not indicative of futeults. Investments are subject to market fluina and investors could

lose some or all funds invested.

Total Firm Composite Assets Asset-Weighted Annual Return
Assets Accounts Annual Composite

(thousands) US Dollars (thousands) % of Firm Assets at Year End Gross Net S&P 500 Dispersion
2008 92,666 7,021 8% 13 (33.80%) (34.45%) (37.00%) 1.5%
2007 121,952 17,970 15% 14 8.29% 7.20% 5.49% 2.5%
2006 97,596 15,637 16% 16 14.66% 13.50% 15.80% 1.1%
2005 89,242 15,206 17% 12 9.55% 8.49% 4.88% 1.1%
2004 85,368 11,016 13% 9 17.70% 16.51% 10.88% 1.2%
2003 86,803 8,414 10% 13 30.04% 28.79% 28.69% 1.1%
2002 61,896 4,072 7% 10 (24.82%) (25.44%) (22.10%) 2.2%
2001* 45,728 1,848 4% 8 (9.74%) (11.16%) (11.88%) 4.4%
2000* 1,404 2% 6 35.90% 33.49% (9.11%) N.A.
1999* 481 1% 5 or fewer 25.13% 22.35% 21.04% N.A.
1998* 137 <1% 5 or fewer

- N.A. - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year. The annual composite dispersion presented is an asset-weighted standard deviation calculated for the

accounts in the composite the entire year.
- *Information presented pertains to portfolios managed by the portfolio manager while affiliated with a prior firm. Their presentation conforms to AIMR-PPS guidelines (the predecessor to GIPS) regarding the portability of investment

results.
- S&P 500 Index performance returns reflect gross dividends reinvested into index. S&P Index performance returns through September 30, 2001, were obtained from Bloomberg; index performance returns for periods after September

30, 2001, were calculated using data from FT Interactive Data.
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