INVESTMENT PHILOSOPHY

for PA Municipal Pension Plans

Conrad Siegel Investment Advisors, Inc., a wholly-owned subsidiary of
Conrad Siegel Actuaries, is an SEC-registered investment advisory firm
that provides a full range of investment services to PA municipal pension
plans. We are independent consultants, which allows us to make
recommendations in our client’s best interests. We fully disclose all

fees and receive no commissions, and revenue sharing that is received is
passed back to our clients.

Investment Philosophy

Conrad Siegel Investment Advisors, Inc. believes in a low cost, passive,
value oriented style of investment management. We believe the asset
allocation decision is the most important decision an investor will make.
We do not believe in market timing and prefer low turnover portfolios.
In our opinion, economic and financial forecasting is not useful and can
be counterproductive.

Strategic Asset Allocation

Conrad Siegel Investment Advisors, Inc. appreciates the importance of
a long-term strategic allocation. While the ups and downs of the stock
market garner much attention from the media and are constantly being
analyzed by market strategists around the globe, it has been proven that
the investment results a pension plan will generate over time will be
determined by the strategic asset allocation of the plan.

What determines performance

2% Market timing

2% Security selection

96% Asset allocation

Source: “Determinants of Portfolio Performance” by Brinson, Hood, Beebower (1986)

There are three decisions that must be made during the investment
making process — asset allocation, security selection, and market timing.

e Asset allocation — choosing which asset classes are to be included and
the proportion of the total portfolio invested in each class.

e Security Selection — choosing the individual assets that belong to a
particular asset class.

e Market Timing — choosing when to put the assets to work.

Of these three decisions, asset allocation is by far the most important
determinant of portfolio performance. A study conducted in 1986 by
Brinson, Hood, and Beebower found that 96% of the variance of fund
returns was the result of the asset allocation decision. In other words,
the results that a fund achieves will most likely be determined by the
way you've invested the assets, and not necessarily by one’s ability to
select the best security or one’s ability to time the market.
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INVESTMENT PHILOSOPHY

Proper Diversification

Conrad Siegel /nvestment Advisors, Inc. understands that developing a well-diversified portfolio
is one of the most important steps in the investment process. In any given year an asset class
may be the best performing, the worst performing or anywhere in between. There is no method
to forecast ahead of time how asset classes will do. Therefore, trying to time which asset class
will outperform each year is virtually impossible to do on a consistent basis. The key is to have a
properly diversified portfolio among various asset classes.

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

US Large Cap Growth -20.42  -27.89 29.76  6.30 5.27 9.07 -38.44 37.21 16.71
US Large Cap -12.45 -21.65 2990 1139 6.27 15.46 5.77  -37.60 28.43 16.10
US Large Cap Value -5.59 -15.53 30.03 16.49 7.03 22.25° -0.17  -36.85 19.69"  15.51
US Mid Cap Growth -20.16  -27.41 42,72 1548 12.09 10.66 11.43 26.38
US Mid Cap -5.63 -16.19 40.08 20.23 12.64 15.26 5.60 -41.46 40.48 25.48
US Mid Cap Value 2.34 -9.66 38.06 23.70 12.65 20.22 -1.42  -38.44 34.21 24.75
US Small Cap Growth -9.23 14.31 4.16 13.35 7.06 -38.54  34.47
US Small Cap 249  -20.48 47.25 1832 455 18.37 -1.56 -33.79 27.17 26.86
US Small Cap Value -11.42  46.03 22.25 4.71 2348 -9.78 -2892 20.58 24.50

Real Estate 12.35 3.58 36.18 -39.20 28.46  28.07
Fixed Income 8.42 10.27 4.11 4.34 2.43 4.33 6.97 5.24 5.93 6.54
International AR -15.94 38.59 20.25 13.54 26.34 11.17  -43.38 31.78 7.75

[l Highest Return for the Year M Lowest Return for the Year See'i

Appropriate Asset Class Selection

Conrad Siegel Investment Advisors, Inc. understands the different styles of investing and which
asset classes should be incorporated in a portfolio. The three styles of equity investing are:

* Growth Stocks — These are companies that, in general, generate superior growth in earnings
and cash flow, operate in growing industries, and have the ability to sustain earnings
momentum and expand profit margins. Expectations and valuations in the marketplace tend
to be fairly high.

¢ Value Stocks — These are companies that in general have a low stock price in relation
to the real worth or future prospects of the company. They are currently out of favor or
misunderstood by the stock market and in most cases going through a period of operational,

managerial, or financial stress. Expectations and valuations in the market place tend to be
extremely low.

® Blend Stocks — These are companies that in general are growing earnings in a steady, but not
spectacular manner. Valuations are neither cheap nor expensive.

i Indices used in this chart include: Russell 1000 Growth Index, Russell 1000 Index, Russell 1000 Value Index, Russell Mid Cap Growth Index, Russell Mid Cap Index, Russell Mid Cap Value Index, Russell
2000 Growth Index, Russell 2000 Index, Russell 2000 Value Index, Dow Jones U.S. Select REIT Index, Barclays Capital Aggregate Bond Index, and the MSCI EAFE Index.

Conrad Siegel Investment Advisors, Inc. (“CSIA”) is an SEC registered investment adviser with its principal place of business in the Commonwealth of Pennsylvania. CSIA and its representatives are in
compliance with the current notice filing registration requirements imposed upon registered investment advisors by those states in which CSIA maintains clients. CSIA may only transact business in those
states in which it is noticed filed, or qualifies for an exemption or exclusion from notice filing requirements. This brochure is limited to the dissemination of general information pertaining to its investment

advisory/management services. Any subsequent, direct communication by CSIA with a prospective client shall be conducted by a representative that is either registered or qualifies for an exemption or

exclusion from registration in the state where the prospective client resides. For information pertaining to the registration status of CSIA, please contact CSIA or refer to the Investment Adviser Public
Disclosure web site (www.adviserinfo.sec.gov).




The Value Tilt

Listed below are the annualized returns and standard deviation (a measure of risk) of the
components of the Russell 3000 Index for the last 25 years ending December 31, 2010. We were
able to go back 25 years, which is when Russell broke out their indices. We used the Russell
3000 Index as a proxy for the total U.S. market since it includes 98% of the investable U.S. equity
capitalization. We have found that over time, by focusing more uniformly on value funds, we can
achieve incremental returns with lower volatility.

Annualized

Annualized Standard

DEIEINIS S Return (%) Deviation (%)
Russell 1000 Value Index 10.32 15.33
Large Russell 1000 Index 10.00 15.92
Russell 1000 Growth Index 9.23 18.08
Russell Mid Cap Value Index 11.92 16.46
Mid Russell Mid Cap Index 111 78 17.40
Russell Mid Cap Growth Index 10.53 21.53
Russell 2000 Value Index 10.79 17.81
Small Russell 2000 Index 9.10 20.03
Russell 2000 Growth Index 6.94 23.48

See ii

From a long-term perspective, the value style of investing has outperformed the growth style
across large, mid, small, and international sectors. At the same time, value stocks have produced
lower levels of risk than the growth stocks as measured by their standard deviation calculation.
However, performance is cyclical between value and growth and predicting the swings in
performance is almost impossible to do. We believe in an overall value tilt but understand that it
makes sense to have some exposure to blend to help insulate the portfolio.

Passively Managed Mutual Funds

Conrad Siegel Investment Advisors, Inc. recognizes the value of the passively managed
investment approach and recommends a portfolio of these types of funds that over the long-term
have proven to rank near the top in terms of performance. In general, passively managed funds
have historically outperformed actively managed funds over the long-term. This is due primarily
to the low-cost nature of these funds and the inability to successfully select the right stock at the
right time.

ii Russell Indices courtesy of Morningstar, Inc.

© Morningstar, Inc. All Rights Reserved. The information, data, analyses and opinion contained herein (1) include the confidential and proprietary information of Morningstar, Inc., (2) may not be copied or
redistributed, (3) do not constitute investment advice offered by Morningstar, Inc., (4) are provided solely for informational purposes and (5) are not warranted to be correct, complete or accurate. Morningstar, Inc.,

shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, this information, data, analyses or opinions or their use.




Expenses Negatively Impact Investment Returns

Comparing the expense ratio of a passively managed mutual fund versus that of the average mutual fund
within the large blend Morningstar category, the advantage of the low-cost investment product becomes
quite evident.

e Vanguard 500 Index Fund Signal Shares — 0.07%
e Average Fund in Large Blend Morningstar Category — 1.12% (See iii)

This means that on an annual basis the average fund in the large blend Morningstar category needs to
generate an additional 1.05% of performance annually just to keep pace with the Vanguard 500 Index
Fund Signal Shares. While there will be years in which the actively managed fund performs better than
the passively managed investment product, over the long-term the cost advantage that is exhibited by
the passively managed fund generally will be difficult to overcome.

Stock Selection is Difficult

Stock selection is difficult to do successfully over longer periods of time. In fact, the average U.S. equity
mutual fund, which represents active stock pickers, lagged the index’s annualized total return for the last
15 years, ending December 31, 2010, in seven of nine domestic Morningstar categories.

Value Blend Growth

DJ Wilshire
large  7.17%  6.61%  6.96%  6.44%  6.40%  6.26% CaRiD/Al e
Medium 10.21% 9.47%  9.72%  8.43%  8.03%  7.76% U.S. equity
mutual fund

Small  10.88% 10.45%  9.26%  9.49%  7.10%  7.68% CELS o) VB

See iv

While we at Conrad Siegel Investment Advisors, Inc. strongly believe in the passively managed
approach, we understand that some clients want to employ actively managed funds. To accommodate
clients seeking actively managed funds, Conrad Siegel Investment Advisors, Inc. has extensively
researched the various domestic Morningstar style boxes and is able to provide a full range of quality
funds.

iii Use of the Vanguard 500 Index Fund and Large Blend Morningstar Funds is for comparative purposes only. We believe the information contained herein to be accurate, but we cannot guarantee the
accuracy of such information.

iv Returns are courtesy of Morningstar, Inc. Category averages are the appropriate category averages for all managers and index returns are the appropriate Dow Jones U.S. Equity Indices for each particular
style box.

This brochure contains general information that is not suitable for everyone. We believe the information contained herein to be accurate, but we cannot guarantee the accuracy of such information. The
information contained herein should not be construed as personalized investment advice. Past performance is no guarantee of future results. There is no guarantee that the views and opinions expressed in
this brochure will come to pass. Investing in the stock market involves gains and losses and may not be suitable for all investors. Information presented herein is subject to change without notice and should
not be considered as a solicitation to buy or sell any security.

For additional information on CSIA, including fees and services, send for our disclosure statement as set forth on Form ADV from CSIA using the contact information herein. Please read the disclosure
statement carefully before you invest or send money.

The use of the indices contained herein is for illustrative purposes only and the volatility of these indices may be materially different from the volatility of a CSIA client account due to varying degrees of
diversification and/or other factors. Indices are unmanaged, reflect reinvestment of income and dividends and do not reflect the impact of advisory fees. Investors cannot invest directly in an index.
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