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FORM ADV Applicant: SEC File Number: Date:

Part Il - Page 2 Lakeside Advisors, Inc. 801-21230 1/31/10

Definitions for Part 11

Related person - Any officer, director or partner of applicant or any person directly or indirectly controlling, controlled by, or
under common control with the applicant, including any non-clerical, non-ministerial employee.

Investment Supervisory Services - Giving continuous investment advice to a client (or making investments for the client) based
on theindividual needs of the client. Individual needs include, for example, the nature of other client assets and the client’s per-
sonal and family obligations.

1. A. Advisory Servicesand Fees. (check the applicable boxes) For each type of service provided, state the approximate % of
total advisory billings from that service.
Applicant: (Seeinstruction below.)
X (1) Providesinvestment SUPEIVISOrY SEIVICES . . . .. vt v vt ettt e e et et e e e e e e 100%
X (20 Managesinvestment advisory accounts not involving investment SUPErViSOry Services. . .. ............... — 0%
X (3) Furnishesinvestment advice through consultations not included in either service described above. ... ... ... 0%
L (4) Issues periodicals about securities by SUDSCHIPHON . . ...\ ottt ettt e e e e 0%
L0 (5 Issuesspecial reports about securities not included in any service describedabove. .. ................... — 0%
Ll (6) Issues, not as part of any service described above, any charts, graphs, formulas, or other devices which dlients
May USEt0 BVAlUBLE SECUMNTIES . . . .. ot ottt e e et e e e e e e 0%
O (7)) Onmorethan an occasional basis, furnishes advice to dients on matters not involving securities. . .........
0%
O (8) Providesatiming SErVICE . . . ..o vttt ettt et e e e e e e e e e e e e e 0%
L0 (9) Furnishesadvice about securities in any manner not describedabove. .. ... ... 0%
(Percentages should be based on applicant’ slast 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.  Doesthe applicant call any of the services it checked above financial planning or somesimilarterm?............. X 0O

C.  Applicant offersinvestment advisory servicesfor: (check al that apply):

X (1) A percentage of assets under management 0 (4 Subscription fees
X (2) Hourly charges 0 (5 Commissions
X (3) Fixed fees (not including subscription fees) O (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 afee

| 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 aclient
may get arefund 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)
X A Individuals X E. Trusts, estates, or charitable organizations

B.  Banksor thrift institutions X F Corporations or business entities other than those
listed above

O

0 C. Investment companies
0 G. Other (describe on Schedule F)

X

D.  Pension and profit sharing plans

Answer all items. Complete amended pagesin full, cir cle amended items and file with execution page (page 1). |
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FORM ADV Applicant: SEC File Number: Date:

Part Il - Page 3 Lakeside Advisors, Inc. 801- 21230 1/31/10

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

A.  Equity Securities X H. United States government securities
X (1) exchange-listed securities
X (2) securities traded over-the-counter I.  Options contracts on:
X (3) foreign issues DX (1) securities
O (2) commodities
O B. Warants
J. Futures contracts on:
X C. Corporate debt securities O (1) tangibles
(other than commercial paper) O (2) intangibles
X D Commercial paper K. Interestsin partnershipsinvesting in:
DX (1) read estate
X E. Certificates of deposit X (2) oil and gasinterests
X (3) other (explain on Schedule F)
X F. Municipal securities
0 L. Other (explain on Schedule F)
G.  Investment company securities
X (1) variable lifeinsurance
X (2) variable annuities
X (3) mutual fund shares

4, Methods of Analysis, Sour ces of Information, and Investment Strategies.
A.  Applicant’ s security analysis methodsinclude: (check those that apply)

(1) O Charting (49 [O Cyclica
(20 X Fundamental (5) O Other (explain on Schedule F)
(3) X Technica

B.  Themain sources of information applicant uses include: (check those that apply)

(1) [X Financial newspapers and magazines (5) [X Timing services

(2) O Inspections of corporate activities (6) X Annua reports, prospectuses, filings with the
Securities and Exchange Commission

(3) [ X Research materials prepared by others (7) X Company press releases

(4) [X Corporate rating services (8) [O Other (explain on Schedule F)

C. Theinvestment strategies used to implement any investment advice given to clients include: (check those that apply)

(1) X Longterm purchases (5) [X Margintransactions
(securities held at least a year)

(2) [X Short term purchases (6) [X Option writing, including covered options,
(securities sold within a year) uncovered options or spreading strategies

(3) X Trading (securities sold within 30 days)
(7) O Other (explain on Schedule F)

(4 X Short sales

Answer all items. Complete amended pagesin full, cir cle amended items and file with execution page (page 1).
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FORM ADV Applicant: SEC File Number: Date:

Part Il - Page 4 L akeside Advisors, Inc. 801-21230 1/31/10

5. Education and Business Standards.

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

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

6. Education and Business Background.
For:

1 each member of the investment committee or group that determines general investment advice to be given to clients, or

1 if the applicant has no investment committee or group, each individual who determines general investment advice given
to clients (if more than five, respond only for their supervisors)

1 each principal executive officer of applicant or each person with similar status or performing similar functions.

On ScheduleF, give the:

1 name 1 formal education after high school

1 year of birth 1 business background for the preceding five years
7. Other Business Activities. (check those that apply)

0 A. Applicantisactively engaged in a business other than giving investment advice.

0 B. Applicant sells products or services other than investment advice to dients.

0 <C.  Theprincipa 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.)
8. Other Financial Industry Activities or Affiliations. (check those that apply)

L0 A. Applicantis registered (or has an application pending) as a securities broker-dealer.

O B Applicant isregistered (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

whoisa:
X (1) broker-dealer O (7) accounting firm
O (2) investment company O (8) law firm
X (3) other investment adviser X (9) insurance company or agency
O (4) financial planning firm O (10) pension consultant
O (5) commodity pool operator, commodity trading O (11) real estate broker or dealer
adviser or futures commission merchant
O (12) entity that creates or packages limited partnerships
O (6) banking or thrift institution
(For each checked box in C, on Schedule F identify the related person and describe the relationship and the arrangements.)
D. Isapplicant or arelated person a general partner in any partnership in which clients are solicited to Yes No
1Y 2 0 K

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

Answer all items. Complete amended pagesin full, cir cle amended items and file with execution page (page 1).
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FORM ADV Applicant: SEC File Number: Date:

Part Il - Page 5 Lakeside Advisors, Inc. 801- 21230 1/31/10

9. Participation or Interest in Client Transactions.

Applicant or arelated person: (check those that apply)
A. As principal, buys securities for itself from or sells securities it owns to any client.
B. As broker or agent effects securities transactions for compensation for any client.

C. As broker or agent for any person other than a client effects transactions in which client securities are sold to
or bought from a brokerage customer.

D. Recommends to clients that they buy or sell securities or investment products in which the applicant or a related
person has some financial interest.

E. Buys or sells for itself securities that it aso recommends to clients.

X O 0OXKO

(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.)

10. Conditionsfor M anaging Accounts. Does the applicant provide investment supervisory services, manage investment advisory
accounts or hold itself out as providing financial planning or some similarly termed services and impose a minimum dollar value of Yes No

(If yes, describe on Schedule F.)

11.  Review of Accounts. |f applicant provides investment supervisory services, manages investment advisory accounts, 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 receve
from applicant on performing reviews, and number of accounts assigned each.

Principals of Lakeside Advisors, Inc. areresponsible for review of investment super vised

accounts. Reviews are scheduled annually for all clients, unlessrequired mor e frequently by the
client’sinvestment exposure (major shift in stock market trends, for example), federal income tax
(estimate of quarterly income tax payments), or changesin the client’s personal life (marriage,

birth of a new child, retirement, etc.) Thereisno quota of accountsfor each principal to review,
and Lakeside Advisors, Inc. limitsits supervisory contracts to the ability of the

principals to service the accounts. Except for the annual reivew, accounts are reviewed in

accor dance with client needs, as are the matter s reviewed.

Accounts managed on a discr etionary basis are reviewed by the principals of Lakeside Advisors, Inc.
on a continuous basis so that appropriate changes can be effected.

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

Each financial planning client r eceives an updated balance sheet at least once ayear, aswell asa
summary of the progress of hisor her investments. Reportson other matters vary, accourding to
client needs, and cover such items as retirement funding progress and real estate investment
performance.

Discr etionary managed accounts are provided quarterly or mor e frequent repor ting, depending upon
the client’s requirements.

Answer all items. Complete amended pagesin full, cir cle amended items and file with execution page (page 1).
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FORM ADV Applicant: SEC File Number: Date:

Part Il - Page 6 Lakeside Advisors, Inc. 801-21230 1/31/10

12.  Investment or Brokerage Discretion.

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

Yes No
(1) securitiestobebought OF SOIA?. . .. ...t e X O
Yes No
(2) amount of the securitiesto bebought or SOId 2. . . . ..ottt e X O
Yes No
(3) broker or dealer toDEUSE 2. . . ..o\ttt et X O
Yes No
(4) COMMISSION FAEES PAIT?. . .. oottt et et et e e e e e e e e e e e e e X O
Yes No
B.  Doesapplicant or arelated person suggest brokersto dients?. . . ...ttt X O

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

1 the products, research and services

| whether clients may pay commissions higher than those obtai nable from other brokers in return for those products
and services

| whether research is used to service al of applicant’ s accounts or just those accounts paying for it; and

| any procedures the applicant used during the last fiscal year to direct client transactionsto a particular broker in
return for products and research services received.

13.  Additional Compensation.
Does the applicant or arelated 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 services) from  Yes No

anon-client in connection with givingadviceto dients?. . .. ... ... ... i i 0 X
Yes No
B. directly or indirectly compensates any person for client referrals?. . ... O X

(For each yes, describe the arrangements on Schedule F.)

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

1 has custody of dient funds or securities; or

1 requires prepayment of more than $500 in fees per client and 6 or more monthsin advance
Yes No

Answer all items. Complete amended pagesin full, cir cle amended items and file with execution page (page 1).
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Schedule F of Applicant: SEC File Number: Date:
Form ADV L akeside Advisors, Inc.
Continuation Sheet for Form ADV Part Il 801-21230 1/31/10
(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
L akeside Advisors,Inc. 91-1245531
Item of Form
(identify) Answer
ADV PT II Investment supervisory services involve discretionary management of accounts maintained by
Page 2 individuals, corporations, trusts and qualified plans. Discretion may be maintained over
1A.(2) individual securities, mutual funds, certificates of deposit and other asset classes. Feesare
negotiabl e and typically relate to both the size of the account(s) as well as differing styles of
management. Fees are payable quarterly, in advance, and are refundable on a pro-rata basis in the
event management ceases to be performed because of contract termination by either client or
Adviser. The most common investment supervisory feeis 0.5% of assets annually, unless circum-
stances warrant negotiating alower fee.
ADV PT II Lakeside Advisors, Inc. provides financial analyses, reports and plans for clients.
Page 2 These include analysis of the client's current financia position, aswell as hisor her current
1A.(2) investment portfolio. Where appropriate, suggestions include methods wherby the client's
current asset base might be repositioned so he might better achieve his overall financia goals.
Compensation for this advice isincluded as part of the cost of the financial anaylsis, report or
plan. The basis of compensation for the overall service depends upon the time involved and
expenses incurred. Fees are not negotiable, but clients may choose whether to be billed at an
hourly rate of $250, or on afirm bid. Feeswhich are bid in advance are based on the number
of expected billing hours times $250. Prospective clients are guaranteed fees will not exceed
the bid unless they request services to be performed over and above those specified in the
original contract. One half of the estimated fee or bid is payable in advance and is considered
earned when the preliminary report is delivered. The balance is payable and considered earned
when the final report is delivered. Unearned feeswill be kept in a separate trust account until
earned. Contracts may be terminated unilatterally without cause. If either party terminates the
contract, all fees less accumulated billing time are refunded. All contracts terminate upon
completion of the service agreed upon or six (6) months from the execution date of the contract,
whichever comes first.
ADV PT II Lakeside Advisors, Inc. also provides consulting services. Such services may be
Page 2 purchased by prospective or existing dients and may include areview of the client's financia
1A.(2) goals and objectives, current financial position, insurance program, federal income taxes and

estate plans. Fees, when charged, are negotiated in advance and are billed at $250/hour. In
all cases, clients are informed of expected changes prior to engaging Lakeside Advisors, Inc.
for consulting services.

Consulting services may include annual updates of a client's bal ance sheet; reviews of and
consultations about the client's personal insurance palicies (life, medical, disability, casualty)
reviews of and consultations regarding the client's federal income tax planning; updates and
reviews of capital accumulation programsinitially recommended in aclient's financial analysis,
report or plan described above. Services rendered will depend on individual client needs and are
frequently coordinated with the client's other advisers.

Thereis a non-negotiable, minimum annual fee of $600 for a consulting retainer, payable in
advance on a quarterly basis. Minimum service accounts receive an annual balance sheet update, an
annual investment portfolio review and up to two hours of consulting time. Contracts may be
terminated unilaterally without cause. Inthe event either party terminates the contract, all

fees |less accumulated billing timeis incurred, or at the rate of $150 per calendar quarter,

whichever occursfirst. Additional investment supervisory services, as described above, may be
purchased, and fees are based on the number of billing hours incurred times $250, or as agreed.

Complete amended pagesin full, circle amended items and file with execution page (page 1).




Schedule F of Applicant: SEC File Number: Date:
Form ADV L akeside Advisors, Inc.
Continuation Sheet for Form ADV Part Il 801-21230 1/31/10
(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
L akeside Advisors, Inc. 91-1245537
Item of Form
(identify) Answer

ADV PT Il Thefinancia analyses, reports, and plans referred to in 1.A.(1) above may include an analysis of
Page 2 the client's cash flow, current financial position, insurance program, retirement program, real
1A.(2) estate investments, income taxes and estate plans, in addition to his/her investment portfolio.

Compensation, provisions for refunds and termination, and completion of contracts for these
analyses, reports, and plans are described in 1.A.(1) above.

ADV PT II Lakeside Advisors, Inc. may offer financial planning seminars to clients, the public, and various
Page 2 private and quasi-public service organizations. The seminars are general in nature and topicsin-
1A.(D) clude personal insurance, retirement planning, federal income tax planning, estate planning and

general investment strategies. Advice relating to specific securitiesis not given. Fees when
charged, are negotiated between the sponsoring organization and Lakesi de Advisors, Inc.

Lakeside Advisors, Inc. has entered into a fee sharing agreement with KMS Financial Services, Inc
which has a specia regulatory requirement to monitor the advisory activities of those Lakeside
employees and principals who may also be registered representatives of KMS. The fee sharingis
to compensate KM S for such duties

ADV PT Il Lakeside Advisors, Inc. has disclosed above that its $600 minimum annual fee is non-negotiable,
Page 2 however, some long-standing clients whose fees were established in the past alower rates have

1.D. been allowed to remain at such lower feelevel. Lakeside Advisors, Inc. has also disclosed above
that its asset-based fee is negotiable. Most new accounts are charged a 0.5% annual fee unless
negotiated differently.

Lakeside Advisors, Inc. recommends mutual funds which are largely purchased on a no-load basis.
Clients should understand that within mutual funds they are changed an indirect advisory fee
separate from the direct advisory fees charged by Lakeside.
ADV PT I Limited partnerships in real estate, CATV, equipment |easing, research/devel opment have been used.
Page 3
3K

ADV PT II The investment strategies employed by Lakeside Advisors, Inc. are varied. For Consulting Clients
Page 3 our strategy is typically orientated toward long-term investments, including both mutual funds and

4.C. individual securities, with good fundamentals. For Investment Supervisory clients employing our
discretionary mangement, there are four main categories and strategies: (a) Moderate Growth, em-
ployed by relatively conservative investors and invloving both equity, debt securities and mutual
funds ; (b) Aggressive Growth - employed by more aggressive investors seeking capital appreciat-
ion primarily through equities and mutual funds; (C) Trading - employed by the most aggressive
investors without concern for frequent, short-term trading & resultant short term capital gaing/
losses; and (D) Fixed Income Strategy.

ADV PT II Education & Business Standards / Minimum of College Degree

Page 4, Question 5

Previous Work Experience / Business Professional Designation

Complete amended pagesin full, circle amended items and file with execution page (page 1).




Schedule F of
Form ADV

Applicant: SEC File Number: Date:
L akeside Advisors, Inc.

Continuation Sheet for Form ADV Part Il 801-21230 1/31/10

(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)

1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
L akeside Advisors, Inc. 91-1245537

Item of Form
(identify)

Answer

ADV PT II
Page 4
6.

ADV PT II
Page 4
6.

ADV PT II
Page 4
6.

Robert E. Frey, Jr. - Born 1944
Formal Education
Certified Financial Planner Designation (1975)
Graduate, Redltor Institute (1972)
University of Washgington, M.S. Chemistry (1967)
Illinois Institue of Technology, B.S. Chemistry (1965)
Business Background (5 yr):
Registered Representative, KM S Financial Services, Inc. (present)
President, Lakeside Advisors, Inc. (present)
President, Securities Sources, Inc. (Inactive Publisher)
Instructor for Financial Planning Courses (present)
Kristi A. Mandt - Born 1957
Formal Education:
University of Puget Sound, Tacoma, WA B.A. Finance

Certified Financial Planner Designation (1990)

Business Background (5 yr)

Registered Representative, Round Hill Securities, Inc., CA (1994-2005)
Registered Representitive, KMS Financia Services, Inc., WA (2005-present)
President, Millikin Mandt Associates, Inc., WA (1994-present)

Vice President, Lakeside Advisors, Inc., Seattle, WA (2005-present)
Kurtis A. Millikin

Formal Education:

El Camino Community College

Business Background (5 yr)

Round Hill Securities, Inc., CA (1994-2005)

Registered Representative, KM S Financial Services, Inc. (2005-present)
CEOQO, Millikin Mandt Associates, Inc., WA, (1994-present)

Vice President, Lakeside Advisors, Inc., Seattle, WA (2005-present)

Complete amended pagesin full, circle amended items and file with execution page (page 1).




Schedule F of Applicant: SEC File Number: Date:
Form ADV L akeside Advisors, Inc.
Continuation Sheet for Form ADV Part Il 801-21230 1/31/10
(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
L akeside Advisors, Inc. 91-1245537
Item of Form
(identify) Answer
ADV PT II Lakeside Advisors, Inc. has previously entered into an agreements with other investment advisers,
Page 4 to employ their management specialties, but has none currently.
8.C.(3)
ADV PT Il Lakeside Advisors, Inc. has entered into an agreeement with KM S Financial Service
Page 4 Inc., a Registered Investment Adviser and Securities Broker-Dealer, which agreement provides for a
8.C(3) sharing of fees earned by Lakeside Advisors, Inc. on its discretionary managed accounts. L.A.
pays to KM S 2.5-5% of the management fees earned from client accounts maintaining discreti onary
managed accounts. KM S has a regulatory duty to supervise the activities of its registered
representatives, these amounts are designed to compensate for carrying out such duties
ADV PT Il Lakeside Advisors, Inc. provides advice to clients relative to their insurance needs,
Page 4 including life, health, disability, property, and casualty coverages. Frequent consultation
8.C.(9) occurs with specialists, who are most often agents, brokers, or insurance company representatives.

Lakeside Advisors, Inc. makes client referral s to such persons or companies but

receives no compensation for doing so. Mr. Frey isan agent licensed in all lines of insurance
coverage, and may, at times, receive payment directly for implementing specific insurance needs
of clients.

Complete amended pagesin full, circle amended items and file with execution page (page 1).




Schedule F of
Form ADV

Applicant: SEC File Number: Date:
L akeside Advisors, Inc.

Continuation Sheet for Form ADV Part Il 801-21230 1/31/10

(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)

1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
L akeside Advisors,Inc. 91-1245537

Item of Form
(identify)

Answer

ADV PT i
Page 4
8.C.(1)

ADV PT I
Page 5
9.B.

Lakeside Advisors, Inc. is owned by Robert E. Frey, Jr. Although Lakeside Advisors, Inc
is not a broker-dealer and therefore does not receive any commissions from securities
transactions, Mr. Frey, Ms. Mandt & Mr. Millikin are registered representatives of KMS
Financia Services, Inc. an NASD Member firm. By virtue of such affiliation, commissions on
securities transactions placed by clients through Frey, Mandt or Millikin may accrue to their
benefit. There exists no other affiliation with KM S Financia Services, Inc. except to the extent
that officers or principals of that firm may be asked, from time to time, to serve as independent
directors of Lakeside Advisors, Inc. Clients of Lakeside Advisors, Inc. are neither expected nor
obligated to purchase any product from KMS Financial Services, Inc. or from Frey, Mandt or
Millikin, who may, at their sole discretion, select any broker-dealer through which investments
will be placed. If judged appropriate, Lakeside Advisors, Inc.

If judged appropriate, Lakeside Advisors, Inc. may recommend a number of broker-dealers and
representatives, including Mr. Frey, Ms. Mandt or Mr. Millikin.

Adviser maintains client assets only with "qualified custodians,” which maintain client fundsin
separate accounts for each client. Clients are always advised to compare statements from the
custodian with reports from Adviser to determine whether account transactions, including de-
ductions to pay advisory fees are proper. This Adviser currently has actual custody of only one
account due to a general power of attorney and "technical" custody of all other accounts because
of the authority to compute and deduct advisory fees. We are attaching a copy of a25 March
2010 publication by the Securities & Exchange Commission (Exhibit A) "What is Custody” to
provide further information on this matter.

Clients of Lakeside Advisors, Inc. are neither expected nor obligated to purchase any
product from KMS Financial Services, Inc. Clients may, at their sole

discretion, select any broker-dealer through which investments will be placed. If judged
appropriate, Lakeside Advisors, Inc. may recommend a number of broker-dealer
representatives, including Mr. Frey, Ms. Mandt and Mr. Millikin.

Clients who wish to have securiti es transactions executed by Frey, Mandt or Millikin are advised
that a potential conflict of interest may exist by virtue of dual (fee-commission) compensation.

In the majority of cases, commission costs for advisory clients are reduced to either zero, in

the case of most mutual funds, or some minimum "ticket" charge imposed by the

firm executing the trade, in which case the potential for conflict is essentially non-existent.

In addition to commissions which may occur on transactions, as described above, there is another
element of compensation which may be paid through KMS Financial Services, Inc. Many mutual
fund companies pay 12(b)(1) or "servicing" fees to dealers of record on existing accounts. These
fees range from 0 to 1% per year, depending upon the particular fund group and fund, and are
designed to compensate brokers and representatives for providing ongoing dient service.
Principals of Lakeside Advisors, Inc. receive a portion of such fees which are paid

to KM S Financial Services, Inc. Such fee payments also represent a conflict of interest, but
moast often relate to service provided on assets held outside of the di scretionary management.

Complete amended pagesin full, circle amended items and file with execution page (page 1).




Schedule F of
Form ADV

Applicant: SEC File Number: Date:
L akeside Advisors, Inc.

Continuation Sheet for Form ADV Part Il 801-21230 1/31/10

(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)

1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:

L akeside Advisors, Inc.

91-1245537

Item of Form
(identify)

Answer

ADV PT II
Page 5
9.E.

ADV PT I
Page 5
10

Intheir individual capacities, principals and employees of Lakeside Advisors, Inc. may
purchase the same securities (both listed and over-the-counter) recommended to clients.

A conflict of interest presents itself in al such instances and principals endeavor to proceed
in a manner such that conflicts are eliminated or minimized.

Participation of Interest in Client Transactions:

Although certain of our directors, officers and employees sometimes purchase or sell securities
that we recommend to clients, such purchases and sales are effected in accordance with our

Insider Trading Palicy and Code of Ethics. In general, such policy provides that no employee

can direct the purchase or sale of any security whileit is being traded by us and deemed to be

regricted by us. In addition, no employeetrading is permitted while a security is being con-
sid ered for inclusion in thelist of securities currently held in client accounts.

Trading in securities is permitted with prior approval, although certain transactions do not re-

quire prior approval, including on-going participation in an issuer's dividend and stock pur-

chase plan, any transaction over which the employee did not have any direct or indirect in-

fluence or control, involuntary transactions, such as mergers, inheritances and gifts and

transactions involving the purchase and sale of certain debt instruments and of open-end in-
vestment companies o long as we are not the adviser or sub-adviser to such investment com-
pany.

Employees are required to report al personal securities transactions to us, and we review such
reports regularly. In order to insure that each of our directors, officers and employees

strictly adheres to the highest standards of conduct and integrity in conducting business on

behalf of our clients, we have each director, officer and employee sign our Insider Trading

Policy and Code of Ethics.

Clients or prospective clients may obtain obtain a copy of our Code Of Ethics (Which includes
our Insider Trading Policy) and other compliance policies and procedures by making a
request in writing or by telephone to: Lakeside Advisors, Inc., 1115 East Denny Way,
Seattl e, Washington 98122 (tel ephone 206-285-1730, FAX 206-267-2316) or through an e-mail
request to: bob@L akesideAdvisors.com.

The minimum investment for Investment Supervision or Discretionary Management accounts
managed directly by Lakeside Advisors, Inc. is subject to individual determination. The pract-
ical minimum investment is typically $100,000.

Complete amended pagesin full, circle amended items and file with execution page (page 1).
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ADV PT II In those i nstances where the Adviser exercises specific discretionary authority, the Adviser may
Page 6 select for clients, and in their best interest, the specific broker-dealers through which trans-
12.A actions are effected and where accounts are custodied. Adviser constantly seeks to obtain the
best prices net of commissions, whether principal or agency transactions.
Adviser has the authority in discretionary accounts to determine the commissions charged,
typically limited to the minimum ticket charge plus a broker's "handling charge," which in
the instant case of Pershing LLC, varies from $0 to $18 for mutual funds, $24 for equities and
$30 for bonds, plus $2.50.
ADV PT II Portfolio transactions for fully discretionary accounts will be all ocated to broker-dealers on the
Page 6 basis of best execution and in consideration of such broker-dealer's provision of, or payment

of the costs of, certain services which are of benefit to the client's accounts. Factors consid-
ered are: (1) execution capabilities; (2) commission rate, financia responsibility and respon-
siveness; (3) value of research provided; (4) reputation, integrity and financial stability; (5)
competitiveness of commission rates and spreads; (5) promptness of execution; (6) past history
of execution of trades; (6) clearance and settlement capabilities; (7) quality of confirmations
and account statements; (8) access to markets; (9) sophistication of trading facilities.

Adviser strivesto treat all clientsin afair manner, the basic principal underlying trade aggre-
gation and allocation policy. Client trades in the same security MAY be bunched in asingle
order (a"block") in an effort to obtain best execution. Allocations are determined before such
trade is placed. If application of this aggregation policy results in unfair or inequitable treat-
ment, we may deviate from this policy. At times, adviser may enter trades individually and
randomly, by employing a randomizing program, over a period of time. In this fashion, accounts
may be individually examined, not only to determine if (and how much of atarget security is
suitable for the specific dient, but also to determine if other changes are appropriate for

said client. When this method is employed, we believe the client is best served by promoting
more frequent and thorough account reviews.

Complete amended pagesin full, circle amended items and file with execution page (page 1).




EXHIBIT A — ADV-Il LAKESIDE ADVISTORS, INC.

Securities & Exchange Commission —25 March 2010

New rules are in effect for investment advisers registered with the Securities and Exchange Commission
that have custody of advisory clients funds or securities. These new rules are designed to provide additional
safeguards for investors against the possibility of theft or misappropriation by SEC-registered investment
advisers. Investors still have an important role to play, however, in helping to ensure the safety of their
investments.

What is custody?

Custody by investment advisers means holding client funds or securities, directly or indirectly, or having the
authority to obtain possession of them. For example, advisers have custody where the adviser has
possession of client funds and securities or has power of attorney to sign checks on a client s behalf, to
withdraw funds or securities from the client s account, including fees, or to otherwise dispose of a client s
assets for any purpose other than authorized trading.

What do the rules require?

The amended rule imposes a number of requirements on SEC-registered investment advisers to protect
client funds and securities over which the adviser has custody.

First, subject to certain limited exceptions, an investment adviser is required to maintain client funds and
securities with a qualified custodian. A qualified custodian either maintains client funds and securities in a
separate account for each client under that client s name, or in accounts that contain only client funds and
securities under the name of the investment adviser as agent or trustee for the clients. Qualified custodians
can be banks, registered broker-dealers, futures commission merchants or certain foreign entities.

Second, if the adviser opens the custodial account, it must notify clients in writing of the qualified custodian s
name, address, and the manner in which the funds or securities are maintained, promptly when the account
is opened and following any changes to this information. Also, in any account statement sent by the adviser,
the adviser must advise their clients to compare account statements sent by the adviser with the account
statements sent by the custodian.

Third, advisers must have a reasonable basis to believe that the qualified custodians that maintain client
funds and securities send account statements at least quarterly directly to the adviser s clients. This permits
advisory clients to compare the statements they receive from the custodian with any statements or other
information they receive from their adviser and to determine whether account transactions, including
deductions to pay advisory fees, are proper.

Fourth, if the adviser has custody of client assets, it must enter into a written agreement with an independent
public accountant to examine those assets on a surprise basis every year. The accountant performing the
“surprise’ examination will contact some, or all, advisory clients to confirm their holdings with those on the
records of the adviser. An adviser that only has custody because it has the authority to deduct advisory fees
from client accounts is not required to obtain a surprise examination.

Fifth, if the custodian is the adviser or is affiliated with the adviser in some way, the adviser must, among
other things, obtain a report from the related qualified custodian that includes an opinion of an independent
public accountant on the effectiveness of the custodian s procedures for safeguarding client funds and
securities every year.

What do the rules mean for investors?

The rule amendments are designed to enhance safeguards over client assets, but they are not a substitute
for investor diligence and care. The very purpose of requiring custodians to send clients account statements
at least quarterly is to make sure that clients have the information they need to review their holdings and
monitor their investments.



In performing investor diligence and care, investors should consider the following:

When establishing an account with an adviser, ask about custody arrangements.

Most clients establish their own custodial accounts, but advisers can open a custodial account for a
client as well. If it is not clear when you set up your account with a registered investment adviser
who will maintain custody of your assets, ask who has custody and how you can contact them.

Am | getting account statements from a qualified custodian at least quarterly?

If your investment adviser is registered with the Commission and you do not receive a separate
statement directly from a qualified custodian such as a bank or broker-dealer, you should contact
your adviser and custodian.

What should | do if | find a discrepancy between the account statement from my adviser and the
account statement from my custodian?

If you notice a discrepancy, you should contact both the adviser and the custodian, preferably the
supervisor of your advisory or custodial representative or a compliance officer. If the discrepancy is
not resolved to your satisfaction or you continue to have concerns, you should contact the SEC. If
your adviser is registered with a state, rather than the SEC, please contact your state securities
regulator. For contact information on state securities regulators, please click here.

What is the effect of fees on my investment?
Fees can have a material effect on your investment return. Ask your adviser about fees, including
how the adviser s fees compare to other advisers. Always consider fees when making an
investment decision.
The new custody rules are designed to provide additional safeguards for investors against possible theft or
misappropriation by investment advisers. However, investors should always exercise care when making

investment decisions and remain vigilant in monitoring their investments. For more information, please see
the resources listed below.

Related Information

Read the Commission s new custody rule amendments.

For information on a particular investment adviser, including disciplinary actions, check “ Adviser
Info on IAPD”

For information on selecting an investment adviser, read the Office of Investor Education and
Advocacy s publications* Investment Advisers: What You Need to Know Before Choosing One’ and

“Investing Wisely".






