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ITEM 2: SUMMARY OF MATERIAL CHANGES

In the past, we have offered or delivered inforovatbout our qualifications and
business practices to clients on at least an artrasss. Under the amendments to the Form
ADV that was published by the SEC on July 28, 20®may provide you with this Summary
of Material Changes detailing any material charthaswe made to our Brochure since the last
annual update dated March 3, 2013, in lieu of sepdifull copy of our Brochure to all our
clients.

Brokerage Practices

As described in detail under Brokerage Practicesparticipate in the TD Ameritrade
Institutional program, a division of TD Ameritradac. (“TD Ameritrade”), member
FINRA/SIPC/NFA. TD Ameritrade is an independeniCSiegistered broker-dealer.

Additional Information

You may request a copy of our Brochure by contgdiobert E. Toal, our Chief
Compliance Officer, at 248-644-3030rtwal @diversifiedportfolios.net

Additional information about us is also availabla the SEC’s website
www.adviserinfo.sec.govThe SEC’s website also provides information dlamy persons
affiliated with us who are registered, or are reggito be registered, as one of our investment
adviser representatives of our firm.
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ITEM 4: ADVISORY BUSINESS

Our Owners and Principals

We are a Michigan corporation formed in 1993. \Weeraquired to disclose the persons
owning twenty-five percent (25%) or more of ounfis common stock. Robert Toal, Ronald
Yolles and Thomas Post, each a Partner of our Banh own more than twenty-five percent
(25%) of our firm’s common stock.

Our Advisory Services

I nvestment Management for I ndividual Accounts

We offer personalized discretionary investment ngangent services to you based on
your investment goals, financial objectives an#d tiderance. If you engage us to provide you
with investment management services, we will worthhwou to establish an investment policy
statement that is reasonable and documents yoestiment objectives and expectations. We use
this information to build a portfolio of investmerior you based on the principles of broad
diversification and a long-term allocation of ass&tnong equities, fixed income and cash,
consistent with your investment policy stateméie choose specific investments within your
portfolio keeping minimization of transaction coatsa key goal. Once the portfolio is
established, we monitor and reconcile your accauttt your custodian on a regular basis.

We perform our investment management service farprosuant to the terms and
conditions we establish in our written investmeshtisory agreement that we both sign at the
beginning of our relationship. As described irttier detail below in thelNVESTMENT
DISCRETION " section beginning on page 12, we manage yourwadsmn a discretionary
basis, which means that we determine the secutttibay and sell for your account without
obtaining your specific consent prior to each temtiosn. However, you may place reasonable
restrictions on our discretionary authority or @dienitations on the types of investments for
your account in writing.

I nvestment Management for Qualified Plans

We also provide investment management serviceadbfigd retirement plans which are
subject to the Employee Retirement Income Seciéatyof 1974, as amended, on a
discretionary basis. As part of our services talijed plans, we may act as a fiduciary as
defined in Sections 3(21)(A) and 3(38) of EmplofRsgirement Income Security Act of 1974, as
amended (“ERISA”). As a 3(38) investment manatfez,plan fiduciary gives us discretionary
authority to manage the plan’s assets. This méstighe plan fiduciary shifts its fiduciary
responsibility to us for the selection of the pkmivestments. As a 3(38) advisor, you give us
discretionary authority to manage your plan’s ass&his means that you shift your fiduciary
responsibility to us for the selection of your istreents. If you engage us as a 3(21) advisor, we
will make recommendations, but it is ultimatelytopyou, as the plan fiduciary, to decide
whether and how to act. As a 3(21) advisor, wémat have discretion to invest and reinvest
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your assets without your prior consent. Thus, 38a) advisor, we will share responsibility for
the selection of investments

For qualified plan clients, we assist you with ¢irggaand maintaining your investment
policy statement. Your investment policy statenraay place restrictions on the types of
investments the plan assets may invest in. We rdpgithe asset allocation to ensure that the
investment mix reflects the objectives of the clmosteategy. We continually monitor the
performance of all investment options.

Additional Services

In conjunction with our investment management @i we may also advise you on
issues related to your retirement planning or vieialnagement. To implement our advice, we
may also recommend that you work with other protesds, such as attorneys or accountants, or
utilize various financial products, such as insgeaar securities, to implement our recommen-
dations and to obtain your financial goals.

Assets Under Management

We manage your assets on a discretionary basigf Becember 31, 2013, we had
$512,745,000 in client assets managed on a disnee#i basis.

ITEM5: FEES AND COMPENSATION

Investment Management Fee Schedule

Although our fees for our services may be negdliateder certain circumstances, our
standard fee schedule for all investment managesswices is as follows:

Market Value of Assets Annual Fee
For the first $1,000,000 0.90%
For the next $1,000,000 0.75%
For the next $2,000,000 0.60%
Any amount over $4,000,000 0.50%

We establish with you the specific manner in whighcharge our fees in the written
investment advisory agreement signed with us poidreginning our relationship.

Generally, we bill our fees in arrears on a qurteasis based on the market value of
your assets under our management, including casleash equivalents, as reported by your
account custodian on the last day of the precegliragter. We determine fees based on your
initial account value, as reported by your accawstodian and the value of your account at the
end of each subsequent billing period. We pravatefee for accounts initiated or terminated
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during a calendar quarter. We also prorate our gemant fees for each capital contribution and
withdrawal greater than $30,000 made during thdicadge calendar quarter.

We reserve the right to negotiate our fee, at ole discretion. Negotiated fees may be
higher or lower than those described in this Broehun these circumstances, we will establish
the negotiated fee schedule in your investmentsadyiagreement. As set forth in thEYPES
OF CLIENTS” section beginning on page 7, we generally requime to have a minimum of
$1,000,000 in assets to open an account for invagtadvisory services.

Our fees do not include brokerage commissionsséetion fees, and other related costs
and expenses incurred in connection with providimvgstment advisory services to you. Mutual
funds and ETFs also charge internal managementvidssh are disclosed in the fund’s
prospectus. Such charges, fees and commissioirs agldition to our fee. For information that
we consider when recommending broker-dealers fentctransactions and determining the
reasonableness of their compensation (e.g., conungylease see thBROKERAGE
PRACTICES” section beginning on page 10.

Termination of Services

Either of us may terminate the agreement at ang bynproviding the other party with
written notice. Upon termination, you will remaobligated for the payment of any services
performed for your account prior to terminationls@ upon termination of any account, we will
charge any earned fees or refund any prepaid, neédees as appropriate based on your billing
method chosen. You are responsible for any castiiad in transferring assets from your
account to a different account. After terminatiose, will have no further duties or obligations to
you.

Direct Billing to Your Custodian

Unless otherwise agreed to by us in writing, yothatze us in the investment advisory
agreement to bill our fees to the custodian of yamaount and grant the custodian permission to
directly debit our fees from your accounts. If ymovide us such authorization, you will receive
periodic statements from your custodian showindndae deduction from your account. You
may withdraw this authorization for direct billirmg these fees at any time by notifying us or
your custodian in writing..

ITEM 6: PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MA NAGEMENT

We do not charge any performance-based fees (fsesilon a share of capital gains on
or capital appreciation of your assets).
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ITEM 7: TYPES OF CLIENTS

We provide portfolio management services to indmaid, high net-worth individuals,
pension and profit-sharing plans, foundations, amdents and trusts.

We impose certain conditions for opening or mamitey an account. Generally, we
require a minimum of $1,000,000 of cash and/or s&es to open an account for investment
management services. We may waive this requireihdat example, you have additional or
related accounts that together exceed the minineguirements.

ITEM 8: METHODS OF ANALYSIS, INVESTMENT
STRATEGIES AND RISK OF LOSS

Methods of Analysis

To analyze investments for your account, we usprptary asset allocation information
from Dimensional Fund Advisors (DFA) in Santa Mani€alifornia. We also obtain informa-
tion from a number of sources, both public and brcphase, including financial newspapers and
magazines, research materials prepared by thittepacorporate rating services, annual reports,
prospectuses, filings with the SEC and companyspreleases. We believe these resources for
information are reliable and regularly depend asthresources for making our investment
decisions; however, we are not responsible foattoeiracy or completeness of this information.

Investment Strategies

We use a variety of investment strategies deperalingpur circumstances, financial
objectives and needs. Investments made in paff@ie predominantly long term, and the
frequency of trading is limited in order to keestsolow and taxable gains to a minimum. We
use two software programs, Portfolio Center and T&®Xelp us analyze portfolios. All
accounts are reviewed by one of our three prinsipatl periodically trades are needed to
rebalance portfolios or to generate cash for ckpeinding requirements. A list of required trades
is prepared and entered into the trading platfevimch allows for electronic submission of
trades. Before we submit trades we review theegadgjain for accuracy. We then place the
trade file electronically and keep all requiredarets. The following day, our trading records are
reconciled with the custodian and any discrepas@pirected immediately. We maintain an
electronic record of all trades both by date an@d @er client basis.

A trade made in error is one made mistakenly ontenitionally. In the event an error is
made, of whatever nature, in the trading of a tlaatount, we will take steps to correct the error
as soon as practicable. Under normal circumstaneesould make a trade to reverse the error
immediately upon discovery of the error. Howevethis is not allowed, e.g., where the “wash
sale” rules of the Internal Revenue Code preventeaiate reversal of an error, then we place a
corrective trade as soon as allowable. Regardfes® mature of the error, if a trade error occurs
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in your account, you will be reimbursed any anccalits that may result from the errant trade. It
is our intention that you should not be harmed ftoades erroneously made on your behalf.

Types of Investments and Risk of Loss

We develop a long term asset allocation strateggistent with your investment goals,
objectives and risk tolerance. In implementing lfbng term strategy, we predominantly use
low cost, no-load open-end mutual funds and excharagled funds (ETFs). We may very
occasionally use individual securities to implemastrategy.

We offer advice about a wide variety of investmgpes, including mutual funds, index
funds and ETFs, each having different types anel$eaf risk. We will discuss these risks with
you in determining the investment objectives thaitgquide our investment advice for your
account. We will explain and answer any questiashave about these kinds of investments,
which present special considerations such as tleniog.

Investing in securities involves risk of loss tlyati should be prepared to bear. Obtain-
ing higher rates of return on investments typicalyails accepting higher levels of risk. We
work with you to attempt to identify the balancerisks and rewards that is appropriate and
comfortable for you. However, it is still your pemsibility to ask questions if you do not fully
understand the risks associated with any investmeinivestment strategy.

Also, while we strive to render our best judgmemtyour behalf, many economic and
market variables beyond our control can affectpdgormance of your investments and we
cannot assure you that your investments will béitatde or assure you that no losses will occur
in your investment portfolio. Past performanceng relatively important consideration with
respect to any investment or investment advisdrithsinot a predictor of future performance.

Many mutual funds and ETFs typically charge thbeareholders various advisory fees
and expenses associated with the establishmerdpardtion of the funds. These fees will
generally include a management fee, shareholdeicsey, other fund expenses, and sometimes
a distribution fee.

Consequently, for any type of fund investments ilnportant for you to understand that
you are directly and indirectly paying two levefsadvisory fees and expenses: one layer of fees
at the fund level and one layer of advisory feed expenses to us. However, we only
recommend and invest in funds that are “no loadd& which are funds in which the investor
does not pay a sales fee or commission. Geneajadigking, you may purchase many mutual
funds directly, without using our services and withincurring our advisory fees. However, we
recommend a number of funds and have access twfimtal shares that are not available to the
general public.
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ITEM 9: DISCIPLINARY INFORMATION

As a registered investment adviser, we must infgoonof all material facts regarding
any legal or disciplinary events that would be mateéo your evaluation of our firm or the
integrity of our management. We have no legalistidlinary events to disclose.

ITEM 10: OTHER FINANCIAL INDUSTRY ACTIVITIES AND A FFILIATIONS

As a registered investment adviser, we must disdli®rmation regarding our business
activities, other than giving investment advicer, other activities in the financial industry, and
any arrangements with related persons that arerigai® you or our advisory business. We are
also required to disclose if we receive cash oe#itonomic benefits from a third-party in
connection with advising you. We have no informatapplicable to disclose.

ITEM 11: CODE OF ETHICS

We have adopted a Code of Ethics for all supervmedons of the firm describing our
high standard of business conduct and fiduciary tlubur clients. Our Code includes provi-
sions relating to the confidentiality of client ammation, a prohibition on insider trading, a pro-
hibition of rumor mongering, restrictions on the@gtance of significant gifts and the reporting
of certain gifts and business entertainment iteand, personal securities trading procedures,
among other things. All of our supervised persost acknowledge the terms of our Code
annually, or as amended. Our employees and peessosiated with us are required to follow
our Code.

We or our employees may, from time to time, purehiagestments that we recommend
to clients. Subject to our Code and applicables|aadl of our officers, directors, employees and
affiliates may trade for their own accounts in séms which we recommend to or purchase for
our clients. Our Code is designed to assure timaemployees’ personal securities transactions,
activities and interests will not interfere wit naking decisions in your best interest and
(i) implementing such decisions while, at the samme, allowing employees to invest for their
own accounts. Nonetheless, because our Codelria smcumstances, permits employees to
invest in the same securities as clients, theagpigssibility that employees might benefit from a
client’'s market activity in a security held by amgoyee. We continually monitor employee
trading under our Code to prevent conflicts of ies¢ between our clients and us. All trades and
holdings of the Chief Compliance Officer (CCO) aggiewed by Thomas C. Post, co-owner.

You may request a copy of our Code by contactingeRaE. Toal, our Chief Compliance
Officer, at 248-644-3030 gtoal@diversifiedportfolios.net
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ITEM 12: BROKERAGE PRACTICES

Directed Brokerage & Soft Dollars

We have established a brokerage relationship whitriés Schwab & Co., Inc.,
(“Schwab”) and TD Ameritrade Institutional, a dia of TD Ameritrade, Inc., (“TD
Ameritrade”), registered broker-dealers for cusaodand brokerage services. Generally, if you
choose Schwab or TD Ameritrade as your custodiay tlo not charge your accounts a separate
custodial fee, but instead charge commissions #raf transaction-related fees for securities
trades that are executed through them or thaesgettd your accounts custodied with them.

We have evaluated each of these brokers and hamerdeed they offer our clients a
variety of services, financial stability and compe¢ commission rates. We are independently
owned and operated and are not affiliated withegi®chwab or TD Ameritrade and we do not
receive remuneration from any broker including Sabwr TD Ameritrade. In recommending
these brokers, we considered our confidence ifirtims, competitive rates for transactions, trade
execution, availability of no-load, no transactfee mutual funds, and other investments that are
otherwise generally available only to institutiomatestors or to accounts with a significantly
higher minimum initial investment, website featyrasd their custodial services.

These brokers offer us other products and sertisassist us in managing and ad-
ministering clients’ accounts, but may not diredignefit your accounts. We may use many of
these products and services to service all or suhstantial number of our client accounts.
These products and services include software drat td¢chnology that (1) provide us access to
client account data, such as trade confirmatiodsamsount statements; (2) facilitate trade
execution; (3) provide research, pricing and otharket data; (4) facilitate payment of our fees
from our clients’ accounts; and (5) assist withiaffice functions, recordkeeping and client
reporting.

As a result of these additional services, you mayg@mmissions in excess of those
which the broker, or another broker, may chargdréorsactional services alone. We, however,
must determine in good faith that the amount of @mymission paid is reasonable in relation to
the value of the brokerage and research servioesded, viewed in terms either of a particular
transaction or our overall responsibilities witewect to our discretionary accounts. We must
also determine that any services we receive prdaig®il and appropriate assistance in our
investment decision-making responsibilities. We tnge research and other services provided by
Schwab and TD Ameritrade for the benefit of alénts.

Unless directed otherwise, we seek to negotiaterdesions, mark-ups, and other
brokerage fees to ensure a reasonable rate basudltple factors including execution prices
which we review annually to determine their reasder@ess. As part of our fiduciary duty to
clients, we endeavor at all times to put the irdgeref our clients first. You should be aware that
the receipt of economic benefits by us or our pamsbin and of itself creates a potential conflict
of interest and may indirectly influence our chaiceecommend these brokers for custody and
brokerage services.
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We have not and do not intend to enter into anyrectual third-party soft-dollar
arrangements, such as committing to place a spéeifel of brokerage with a specific firm in
return for which the brokerage firm will pay forn@us research related products or services for
us that are generally available for cash purchase.

Schwab Adviser Services™

Schwab offers independent investment advisory firkesus support products and
services, such as institutional trading and custa#rvices, through their program Schwab
Adviser Services™. To receive these services wst maintain a total of at least $10 million of
our clients’ assets in accounts at Schwab. Thesgces are generally available to independent
investment advisors on an unsolicited basis, athawsge, so long as we maintain a total of at
least $10 million of our clients’ assets in accauait Schwab. As a result, these services are
contingent upon us committing a specific amourtudiness, assets in custody, to Schwab.

Schwab also offers other services intended to iiglmanage and further develop our
business enterprise. These services may incluggl@nce, legal and business consulting,
publications and conferences on practice manageamehbusiness succession and access to
employee benefits providers, human capital constdtand insurance providers. Schwab may
also provide other benefits to us, such as edutat®vents or occasional business entertainment
of our personnel.

TD Ameritrade Institutional Program

There is no direct link between our participatiothwl D Ameritrade and the investment
advice we give to you and our other clients, altjiglas stated above, we receive benefits
through our participation in the program that sggdally not available to TD Ameritrade retail
investors. The benefits received by us or ourgrersl through participation in the program do
not depend on the amount of brokerage transactimested to TD Ameritrade.

ITEM 13: REVIEW OF ACCOUNTS

We review each account at least quarterly to et@laad ensure the conformity of the
portfolio with your investment objectives. Othacfors may trigger additional reviews, such as
substantial changes in the market price of stonkisb@nds, changes in your objectives or port-
folio changes that would impact all accounts. tAtkee of our principals conduct reviews and
review trades when reviewing accounts.

We provide you a report on a quarterly basis. @uigrreports provide current market
value and the time-weighted returns for all thevaht time periods covering the relationship.
You will receive periodic reports, at least qudsteirom the custodian for your account,
detailing the transactions within your accounttfaat period. We urge you to review your
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statements carefully and compare such officialanliat records to your statements that we may
provide to you as described iIMEM 15: CUSTODY”, beginning on page 12.

ITEM 14: CLIENT REFERRALS AND OTHER COMPENSATION

We may engage solicitors to market our servicésveldo so, you will receive a separate
solicitor’s disclosure brochure describing our citdition arrangements, the compensation we
pay to the solicitor, and the terms of that relagidp. You will also receive a copy of this
Brochure. We pay the referral fee to the soli¢iymu do not pay that fee. This policy is estab-
lished pursuant to the rule 206(4)-3 under the stment Advisors Act of 1940. Our referral
fees are typically based on a percentage of agsstare placed under our management as a
result of the referral.

Also, prior to joining our firm, Mr. Post arrangéalpay a third party solicitor for
referring clients to his former employer, IndepamcteAdvisors, Inc. Many of those referred
clients became our clients, and under the arrangertinee solicitor may continue to receive a
portion of the standard management fee for a paiditne on such clients, which may vary on
a case-by-case basis. The payment for a refaraliwgitation does not influence the fee paid by
our clients.

ITEM 15: CUSTODY

You will receive statements from the broker-dedbank or other qualified custodian that
holds and maintains your investment assets at dgsterly. We urge you to carefully review
such statements and compare such official custoettakds to the account statements that we
may provide to you, as described in tiREVIEW OF ACCOUNTS” beginning on page 11.
Our statements may vary from custodial statemesdsd on accounting procedures, reporting
dates, or valuation methodologies of certain séesti

ITEM 16: INVESTMENT DISCRETION

We generally receive discretionary authority froouat the outset of an advisory
relationship. Discretionary authority grants us #bility to determine, without obtaining your
specific consent, the securities to be bought lat 8w your portfolio, the amount of securities to
be bought or sold, and in most cases, the brokdealer to be used. As described in more detail
in “ADVISORY BUSINESS’ beginning on page 4, you may establish writterestment
guidelines and restrictions. In all cases, howestech discretion is to be exercised in a manner
consistent with your stated investment objectiwegtie account and by considering the size of
your account and your risk tolerance. When sealgaecurities and determining amounts, we
observe any investment policies, limitations argdrietions you provide to us in writing. Also,
you may sign an agreement with your custodian wgeerally includes a limited power of
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attorney granting us authority to direct and impdetnthe investment and reinvestment of your
assets within the account, but not direct the assgiside of the account.

ITEM 17: VOTING CLIENT SECURITIES

As a matter of firm policy and practice, we willtrize responsible for responding to
proxies that are solicited with respect to annuapecial meetings of shareholders of securities
held in your account. You will arrange with yowstodian to have proxy solicitation materials
forwarded to you for response and voting. You bal solely responsible for voting proxies.

ITEM 18: FINANCIAL INFORMATION

As a registered investment adviser, we are requdarguovide you with certain financial
information or disclosures about our financial atiod if we have financial commitments that
impair our ability to meet contractual and fidugiommitments to you. We have not been the
subject of a bankruptcy proceeding and do not laayefinancial commitments that would
impair our ability to meet any contractual or fitary commitments to you.

13 Yolles, Toal & Post — Diversified Portfolios, Inc



