ALTOS FINANCIAL MANAGEMENT, LLC
WHAT YOU NEED TO KNOW
ADV PART 2 BROCHURE DATED 06-28-2012

1. Cover Page

This brochure provides information about the qualfications and business practices of Altos Financiéllanagement, LLC
(AFM), a registered investment advisory firm. If yau have any questions about the contents of this bebure, please
contact us by phone at (408) 249-7881 or by e-matlaltosfincl@earthlink.net. Although we make every effort to comply
with existing regulations, the information in this brochure has not been approved or verified by the bited States
Securities and xchan?e Commission, or by an?/ stateecurities authority. The term "Registered Investnent
Advisor'does not, in itself, imply a certain levelof skill or training.

Additional information about AFM is also available on the SEC’s website atvww.adviserinfo.sec.qgov.

Our physical address is: 4100 Moorpark Avenue, Suit 104, San Jose. CA 95117 and the primary contast David
Hildreth. Our fax number is (408) 249-8490.

2. Material Changes
We have made the following material changes to tHast annual update of our brochure, dated 3/31/2012
We have added a cover page (section 1), a materedlange disclosure (section 2) and a table of contsr{section 3).

Ihn section 5, we have increased the fee for clientst on continuous service agreements, from $125meour to $250 per
our.

In section 10, we have provided more information omther financial industry affiliations.

In section 20, we have updated our procedures comoéng how a client may terminate the investment ageement, and
the costs which may be incurred by client in termiation.
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4, Advisory Business

AFM is a California limited liability company invol ved the continuous discretionary management of furglon behalf of
our clients under a limited trading authorization (LTA). The LTA allows AFM to buy and sell investmens in a client’s
account (Client), which account will be held by #hird party custodian in the name of Client. Custalians we use include,
but are not limited to, Charles Schwab Inc, T.D. Aneritrade, Fidelity Institutional Services, Fidelity Management Trust
Company, Merrill Lynch, Alex Brown , Inc, and Crowell Weedon. For the protection of our clients, AFMshall at no
time receive, retain, or physically control any cds, securities, or other assets forming anx part afur Client’s portfolio.
AFM does not have discretionary control over Cliens assets, other than through an LTA. Client’'s asds are never co-
mingled with other client’'s assets, nor with the asets of AFM; Client assets are always maintained ia segregated
account, held by a third-party custodian in Client's name. AFM’s owners are David Hildreth and Sheile2DeShields.
Sheila DeShields, wife of David Hildreth, has no anagement or day-to-day involvement in AFM’s businss and is listed
as a limited liability company member and an ownerf community B_roperty. AFM’s investment advisors are David
Hildreth and Victor M. Reid, 1ll, who is also listed as a limited liability company member. David Hilreth is the
managing member of AFM, LLC. As of 3/31/2012, AFMmanaged $41,500,000 under LTA's.

5. Fees and Compensation

For continuous discretionary management agreemeniggreement), covering the management of brokeragecaount
investments, AFM’s fees are based on a percentageassets under management as follows:

Asset Valuation Annual Fee
The First $100,000 1.25%
The Next $400,000 1.00%
The Next $500,000 0.75%
The Balance 0.50%

Fees are payable to AFM, in advance, each calendquarter and are based on the asset valuation at thend of the
preceding calendar qluarter. Depending on a cliens' preference, AFM will deduct the advisory fee digctly from Client’s

account, or AFM will bill Client so that the fee @n be paid separately. Lower fees for comparable sgéces may be
available from other investment advisors. The miniram fee for new clients is $1,250 per year, but inancircumstance
will the fee exceed 3% of assets under managemewhen deducting fees directly from Client accountsstatements are
mailed contemporaneously to Client showing the ama of the fee, and how the fee is calculated. If@ient terminates
the Agreement, a refund of a prepaid fee may be paio the client, based on the number of days prorad in the calendar
guarter, and based on any time spent by AFM in terrmation. See section 20. for more details.

For clients not on continuous discretionary manageent agreements, AFM prepares financial plans and &rs investment
advice at the rate of $250 per hour under an "othethan asset management" agreement. Fees are dueammpletion of
service, unless otherwise agreed. Fees are negokiand some clients pay quarterly advisory fees iarrears.

In addition to AFM’s advisory fee, clients may incu other e>g_)enses such as brokerage fees to buy asell securities.
Those fees are determined by the brokerage companyn addition, AFM may purchase pooled investmentdnds such
as mutual funds and exchange-traded funds (ETFs) a@rthose funds may have internal management fees. ffoer, clients
in IRA and other pension accounts may pay custodidées to trust companies associated with brokeradjens. AFM does
not receive any share of brokerage fees, pooled-mstment management fees, or custodial fees. AFM dorot place
investment management clients in commission based/estments or products such as those sold by brokeiealer firms.



6. Performance Based Fees

This section is not applicable.

7. Types of Clients

Our clients include individuals, pension and profitsharing plans, trusts, estates, charitable organgions, corporations
and other business entities. We do not solicit busess from any Government entity, nor do we offer imestment advice
to any Government clients.

8. Methods of Investment Analysis

AFM generally provides investment management usingquity securities (over-the-counter, exchange listl and foreign
issue), corporate debt securities, bank certificate of deposit, municipal securities, U.S. Governmenbecurities,
investment company securities (mutual funds, closeend funds, variable annuities and exchange tradefiinds), and
option contracts.

When performing investment management services, AFMlIlocates assets according to their perceived riskad return
for the next 6- to 18- month time horizon. We baseur allocation on a variety of data including, butnot limited to, the
level and trend of interest rates, actions and paty of the Federal Reserve, the value of securitiesd security markets,
the levels and trend of economic growth in variousconomies, the level and trend of inflation ratesivarious economies,
and historical returns and volatility of various assets and asset classes. We may use margin. Weegeally do not engage
in short sales, commodity trading, uncovered optiog, or option spreading stratégies.

AFM utilizes perceived risk/reward relationships ard historical data to determine investment allocatin. However, other
methods may also be used. Security analysis metlsothclude fundamental, technical, and cyclical, andecurities
generally are held for long-term %gFreater than 1 yer) and for short-term (less than one year). We mause short-term
trading strategies and inverse ETF’s to accommodatelients objectives such as capital preservation.

We use information that includes, but is not limitel to, investment advisory services, research mateis provided by
others, corporate rating services, timing servicegnnual reports, and prospectuses.

AFM generally places client assets in diversifiedgtfolios to reduce the risk of owning individual @mpanies. Such
diversification m_EIiy bot be successful in reducinghe risk of loss, however, and may not reduce markeisk in times of
economic turmoil.

9. Disciplinary Information.

The are no legal or disciplinary events involving &M or any of it's management personnel or owners.

10. Other Financial Industry Activities and Affilia tions.

David Hildreth owns a web-based life insurance agey, www.insureforlessmoney.comand acts as an agent who
represents various life insurance companies. If aadvisory client purchases an insurance product, Dag Hildreth's
normal practice is to rebate the first year commisi®n to the client as allowed under laws in the statof California. The
commission rebate provides potential savings to @nt on policies such as life insurance, disabilityhsurance, health
insurance, long-term care insurance, medicare-supeiment policies, fixed annuities and equity-indexeannuities. Client
is under no obligation to %urchase insurance producthrough David Hildreth. Although the first-year c ommission
received by David Hildreth is rebated to Client, tlere may exist a conflict of interest since the insance policies
recommended by David Hildreth are commissionable pducts. David Hildreth may charge Client an hourlyfee for
placing insurance policy. Commission rebates are gerally treated as taxable income to Client.

11. Personal Trading.

AFM does not act as principal in buying or sellingsecurities. AFM and its management personnel mgyurchase and
hold the same investments as clients, and at timéke interests of AFM’s investment managers may coespond with our
client’s interests. AFM is not Iar?e enough to affet the prices of securities on the open market. AW has authority,
without advanced notice to the client, to determin¢he total amount of investments bought or sold. AM does not have
authority to determine the broker or dealer to be $sed as custodian for Client's account, or the comigsion rates paid.

12. Brokerage Practices

AFM may recommend a brokerage firm to a client forprocessing transactions on behalf of the client.d€tors considered
in making such recommendations are the financial stngth of the brokerage firm, level of service, comission rates vs.
other brokerage firms which provide similar services, and previous relationships between clients anddkerage firms.
AFM max receive from such brokerage firms, researcland services which are generally shared equally ang all AFM
clients. A client may pay brokerage commissions &uch brokerage firms in excess of those which othlerokerage firms
charge for effecting the same transactions on beHabf a client. AFM does not receive, or share irgeny commissions
charged by brokerage firms. AFM does not compensatany person for client referrals.



13. Review of Accounts.

Accounts are reviewed on at least a quarterly basishen account valuation statements are generatedlhe review of
accounts varies with the type of client objectives AFM sends, at least quarterly, reports to investrant management
Client detailing 1. the account holdings and quarteending value, and 2. the quarterly management fedow the fee is
calculated, and whether the fee is payable by Cli¢wor is deducted directly from Client’s account.

14. Client Referrals

This section is not applicable

15. Custody and Discretionary Control.

AFM neither has custody of Client funds, nor has dicretionary control of Client assets other than though an LTA . See
section 16. for more details.

16. Investment Discretion

AFM, through an LTA, has_ discretion to make tradesin Client’s account. Client executes a Limited Trathg
authorization with the custodial firm of Client’s choice, and custodial firm aﬁrees to accept tradingstructions from
AFM. Client may instruct AFM to invest in only certain asset classes on behalf of client.

17. Voting Client Securities

AFM does not vote client securities. Client will reeive proxies directly from Client’s custodian, wih instructions on how
to vote their shares when applicable. AFM receivesopies of Client’s proxies and can help with any @nt questions.
Client can contact AFM by phone fax, or e-mail. Sesection 1. for more details.

18. Financial Information

AFM does not require prepayment of more than $500ni advisory fees per client, six months or more indvance. See
section 5. For more details. There are no other famcial disclosures applicable to section 18.

19. Education and Business Background

Our advisors (management personnel) are required thave a college degree and any applicable licensesl/or work
related experience.

David Hildreth, born 1950, is a portfolio manager vith the following education and experience:
Education: B.Sc. University of Wales, U.K. 1972

Ph.D. University of Wales, U.K. 1976

Postdoctoral Research fellowship, Dalhousie Univeitg, Nova Scotia, Canada, 1977

Background: Since 1980, David has been employedtime investment management and financial planningidustries.
In 1983, he gassed the Internal Revenue Service'silled Agents (E.A.) exam and was admitted to
practice in 1984. In 1987, he successfully compéetthe three-year program for the Chartered Financal
Analyst (C.F.A.) designation, an in-depth course oportfolio management, economics, and investment
analysis. In this same year, he began as an insttoc in Banking and Finance at De Anza Commumtg
College. In 1986, David established Altos Financi&lanning Associates (which became AFM in 1993),
afirm sgemahzm%m money management and tax pfaning. David has held the following licenses: NAS
Series 7, NASD Series 24, NASD Series 6, CA Lifel8isability Insurance, Variable Annuities.

Victor M. Reid, Ill, born 1946, is a portfolio manager with the following education and experience:

Education: :1?9%(5 Business Administration & EconomicsUnited States International University, San DiegoCA

Background: Since 1968, Victor has been emf)loyed the Trust and Investment industry with various comcfanies in
California. In 1981 he was employed as Presidenhd CEO of Pacific Trust Company and developed
the company from $5 million to $650 million in fidwciary assets. In 1988 he left Pacific Trust Compan
to start a new trust department for Cupertino National Bank. In seven years, the trust department gng
to $190 million in fiduciary assets. In May of 196, he joined AFM as a portfolio manager which will
enable him to utilize his many years of experienda managing portfolios using individual securitiesas
the investment vehicle.



20. Termination.

Client may terminate the Agreement at any time by witten notification to AFM at 4100 Moorpark Avenue, Suite 104,
San Jose, CA 95117. The written notification mustd executed by all parties to the agreement, and mher form of
termination is acceptable. A refund of prepaid feesvill be made based on 1. the prorated time in thguarter for which
the agreement is in place, and 2. the reasonableni and effort, both before and after written notification is received,
expended by AFM in termination procedures If assets are withdrawn from an account without AFMs knowledge and
before Client terminates the advisory agreement, # agreement automatically converts to an "other tha asset
hmanagement" agreement and Client will be responsikel for any time expended by AFM billed at our rate ©$250 per
our.



