Investment Advisors
WISE COUNSEL

January 12, 2012

Mr. Paul Cooney

1150 Connecticut Avenue, NW, Suite 615
Washington, DC 20036

Phone: (202) 862-0046

Fax: (202) 862-0746

Seek us at LSInvestmentAdvisors.com

Business Affairs Office
Episcopal Church House
Washington, DC 20016

Re: 340299 The Episcopal Diocese of Washington - Equity Fund

Dear Mr. Cooney,
Enclosed are the December 31, 2011 reports for your account.

The US stock market posted mixed results last year. The major indexes returned between

-11% and +5%, while the average US diversified stock mutual fund declined 2.9%. International
stocks fared worse, declining 14-20%. The surprising asset class last year was US government
bonds as they had one of their best historic returns despite being downgraded. Bonds benefitted
from the flight to quality as investors’ were concerned about foreign currency and global
economic growth.

As you know, in our previous quarterly appraisal letters our economic outlook called for
continued growth. We did not believe the economy would enter a recession. This proved to be
correct. However, stock prices did not reflect economic reality as recession beneficiary stocks
were the best performing, while economically sensitive stocks were the worst performing. Your
portfolio was invested with a biased towards economically sensitive stocks, and this reduced the
portfolio’s performance.

Our position has not changed; we expect the US economy will continue to grow in 2012, but at a
modest pace. Recent economic reports on initial unemployment claims, consumer confidence,
housing starts and retail spending have been encouraging. Interest rates are low, and we expect
short-term rates will remain low for an extended period of time. The big risk is how the
European debt situation is handled and what will be the impact of Europe’s slowing economy.

Looking ahead, we believe that stocks offer a higher return than bonds. US Treasury bond yields
are close to historic lows. We anticipate bond returns will be similar to their current yield. Stock
valuations remain attractive with most stocks trading below historic averages. In addition,
companies are in strong financial shape and have been using their cash to increase dividends and
buy back stock.

WE LISTEN. WE EDUCATE. WE ADVISE.



Your portfolio is invested in high-quality companies that have stronger balance sheets, cash
flow, and dividend and earnings growth, along with lower valuations, than the market. We
believe the portfolio is constructed to outperform the market. Market volatility may remain high,
and we will use these opportunities to invest in companies where we have a high conviction.

Finally, this time of year always brings outlooks for the year from a variety of market analysts
and pundits. Many of the forecasts include a final “what could surprise us in the New Year”
addendum. Typically, these include major negative events that could derail forecasts. As we
think about this, the last two years have included so many negative shocks to the economy that
we believe that positive surprises could actually be what might be unexpected in 2012. As a
result, we remain watchful for those events that could spark the dry tinder we see in the market
now.

I’'m always happy to discuss your portfolio in more detail at your convenience.

Sincerely,

Timofly ] sy

Timothy J. Cooney
Portfolio Manager

cc: Robert Bremner
John Call

Kate Carr

Terence Collins

Paul Gambal

M. Anthony Gould
Ellen Martin

Wardell Townsend

G. Claude Villarreal
Jeremiah de Michaelis



The Episcopal Diocese of Washington

Performance as of 12/31/11

YTD 1 Year 3 Years 5 Years
Total (includes mutual funds)? -4.05% -4.05% 9.30% 1.83%
Total- Net of Fee -4.27% -4.27% 9.05% 1.60%
Stocks (includes mutual funds) -6.60% -6.60% 11.13% -0.68%
LSIA Core Equity -3.35% -3.35% 10.95% 0.47%
PIMCO Total Return Fund 4.16% 4.16% 8.87% 8.09%
CGM Realty Fund 1.03% 1.03% 20.69% N/A
Manning & Napier World -16.14% -16.14% N/A N/A
Opportunities
T. Rowe Small Cap Value Fund -0.60% -0.60% N/A N/A
S&P 500 2.11% 2.11% 14.11% -0.25%
Barclays Aggregate 7.84% 7.84% 6.77% 6.50%
FTSE NAREIT Index 7.10% 7.10% 20.42% -2.26%
MSCI EAFE Index -14.83% -14.83% 4.51% -7.40%
Russell 2000 -4.18% -4.18% 15.63% 0.15%
S&P 400 Midcap -1.73% -1.73% 19.57% 3.32%

1 Includes cash & cash equivalents
Data source: LSIA InSite. Past performance is no guarantee of future results. Returns for multi-year periods are annualized.
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Portfolio Summary
Date Run: 01/18/2012

The Episcopal Diocese of Washington - Total Fund Period Covered: 11/30/2011 to 12/31/2011
380295

Total Market Value 9% of Total Total Market Value at 11/30/2011 14,656,436

Client Cash Additions 200,000

Equities 10,294,603 72.42% Client Cash Withdrawals -364,329
Fixed Income 3,915,460 27.54% Income Earned 25,206
Accrued Income 5,424 0.04% Fees / Expenses / Adjustments ‘ 0
Total 14,215,487 100.00% Realized Gains/Losses 45,747
Unrealized Gains/Losses -347,573

Total Market Value at 12/31/2011 14,215,487

3Mths YTD 1YR 3YRS* 5YRS* 10YRS*

Total 6.48 -4,05 -4.05 9.30 1.83 461
Total - Net of Fee 6.42 421 -4.21 9.05 1.60 426
Equities 8.96 -6.60 6.60 11.13 -0.68 3.82
Equity Less Funds 10.83 335 -3.35 10.95 047 3.47
S&P 500 11.82 211 211 14.11 0.25 2.92
Barclays Aggregate 112 7.84 7.84 6.77 6.50 578
FTSE NAREIT Index 13.84 7.10 7.10 20.42 226 9.41
MSCI EAFE Index 284  -1483  -1483 451 -7.40 203
Russell 2000 15.47 -4.18 418 15.63 0.15 5.62
S&P 400 Midcap 1298 173 173 19.57 3.32 6.82

* - Returns are annualized

Net Returns only available from 12/31/2000

This report is a service provided to customers of LS Investment Advisors. It is for informational purposes only. It is not a recommendation to buy or sell securities. Past performance is not a guarantee of future results. LS Investme
Advisors believes the information contained herein is reliable but we do not guarantee its accuracy.
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Summary of Investment Position
Date Run: 01/18/2012

The Episcopal Diocese of Washington - Total Fund As Of: 12/31/2011
380295-MASMIL Administrative Currency: USD
Total Total % of Estimated Current
Classification Market Value Accrued Total Fund Annual Income Yield
Fixed Income Holdings
Cash and Equivalents 123,945 0.9 12 0.0
Bond Mutual Funds 3,791,515 26.7 134,639 3.6
Total Fixed Income 3,915,460 27.5 134,651 34
Equity Holdings
Consumer Discretionary 720,969 2,250 5.1 11,690 1.6
Consumer Staples 546,915 1,288 39 17,398 3.2
Energy 758,708 644 53 14,608 19
Exchange Traded Funds 687,780 4.8 16,308 24
Financials 651,930 630 4.6 12,280 1.9
Health Care 742,257 52 16,434 22
Industrials 613,278 113 43 11,126 1.8
Information Technology 1,222 290 8.6 13,112 1.1
Materials 548,960 500 39 13,075 24
Telecommunication Services 139,104 1.0 8,096 5.8
Equity Mutual Funds 3,662,412 25.8 70,517 1.9
Total Equity 10,294,603 5,424 725 204,644 2.0
Total 14,210,063 100.0 339,295 24
Accrued Income 5,424
‘Total Fund 14,215,487
Investment Advisors Page: 1of 8
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Portfolio Diversification

Date Run: 01/18/2012
The Episcopal Diocese of Washington - Total Fund As Of: 12/31/2011
380295-MASMIL Administrative Currency: USD
Total % of Estimated
Total Market Total % of Total Annual Current
Classification Cost Value Accrued Sector Fund Income
Fixed Income Holdings
Cash & Equivalent 123,945 123,945 3.17 0.87 12 0.0
Bond Mutual Funds 3,619,200 3,791,515 96.83 26.67 134,639 3.6
Total Fixed Income 3,743,145 3,915,460 100.00 27.54 134,651 34
Equity Holdings
-----Consumer Discretionary-----
Automobiles 185,286 139,880 1.36 0.98 2,600 19
Hotels Restaurants & Leisure 103,609 180,594 1.75 1.27 5,040 2.8
Media 196,410 311,665 2,250 3.05 2.21 2,250 0.7
Multiline Retail 75,437 88,830 0.86 0.62 1,800 20
Total Consumer Discretionary 560,742 720,969 2,250 7.02 5.09 11,690 1.6
--—-Consumer Staples—---
Beverages 247,396 297,005 1,288 2.90 2.10 9,908 33
Food & Staples Retailing 144,397 148,770 1.44 1.05 4,050 21
Food Products 107,077 101,140 0.98 0.7 3,440 3.4
Total Consumer Staples 498,870 546,915 1,288 5.32 3.86 17,398 3.2
..... E; nergy-----
Oil Gas & Consumable Fuels 708,029 758,708 644 7.37 5.34 14,608 19
Total Energy 708,029 758,708 644 7.37 5.34 14,608 1.9
--—-Exchange Traded Funds-----
Exchange Traded Funds 817,350 687,780 6.68 4.84 16,308 24
Total Exchange Traded Funds 817,350 687,780 6.68 4.84 16,308 24
- Financials-—-
Capital Markets 486,925 356,393 630 3.47 2,51 5,324 15
Commercial Banks 154,235 144,175 1.40 1.01 3,500 24
Insurance 176,298 151,362 147 1.06 3,456 23
Total Financials 817,458 651,930 630 6.34 4.59 12,280 1.9
--—-Health Care----—
Health Care Equipment & Supplies 151,916 157,535 153 111 3,150 20
Health Care Providers & Services 134,368 136,836 133 0.96 1,755 13
Pharmaceuticals 331,317 447,886 4.35 3.15 11,529 2.6
Total Health Care 617,601 742,257 7.21 5.22 16,434 22
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The Episcopal Diocese of Washington - Total Fund
380295-MASMIL

Portfolio Diversification

Date Run: 01/18/2012
As Of: 12/31/2011

Administrative Currency: USD

Total % of Estimated
Total Market Total % of Total Annual Current
Classification Cost Value Accrued Sector Fund Income Yield
--—--Industrials-—-—-
Aerospace & Defense 106,053 146,180 1.42 1.03 3,840 26
Electrical Equipment 128,282 125,793 1.22 0.88 4,320 34
Industrial Conglomerates 93,456 211,680 113 2.06 1.49 450 0.2
Machinery 128,585 129,625 1.26 091 2,516 1.9
Total Industrials 456,375 613,278 113 5.96 431 11,126 1.8
—-—Information Technology---—-
Communications Equipment 196,553 262,560 2.55 1.85 4,128 1.6
Computers & Peripherals 252,183 517,860 5.03 3.64
Electronic Equipment & Instruments & 213,838 129,800 1.26 0.91 3,000 23
Software 287,062 312,070 3.03 2.20 5,984 1.9
Total Information Technology 949,635 1,222,290 11.87 8.60 13,112 1.1
--—-Materials-—--—--
Chemicals 112,894 294,185 500 2.86 207 4,800 1.6
Metals & Mining 83,155 91,975 0.89 0.65 2,500 2.7
Paper & Forest Products 140,415 162,800 1.58 1.15 5,775 3.5
Total Materials 336,463 548,960 500 5.33 3.87 13,075 24
--—Telecommunication Services--—
Diversified Telecommunication Services 130,754 139,104 1.35 0.98 8,096 5.8
Total Telecommunication Services 130,754 139,104 1.35 0.98 8,096 5.8
--—-Equity Mutual Funds-----
Equity Mutual Funds 3,314,526 3,662,412 35.56 25.76 70,517 1.9
Total Equity Mutual Funds 3,314,526 3,662,412 35.56 25.76 70,517 1.9
Total Equity 9,207,804 10,294,603 5,424  100.00 72.46 204,644 2.0
Total 12,950,949 14,210,063 100.00 339,295 24
Accrued Income 5,424
Total Fund 14,215,487
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The Episcopal Diocese of Washington - Total Fund
380295-MASMIL

Portfolio Detail

Date Run:

01/18/2012

As Of: 12/31/2011
Administrative Currency: USD

Estimated
Total Cost Market Value Income Annual Curr
Shares Security Description Security ID Unit Cost Price Accrued Rate / YTM Income Yield
Fixed Income Holdings
——-Cash and Equivalents——-
123,944.920 STIF US GOVT FUNDS usD 123,944.92 1.000 123,944.92 0.003 1239 0.0
340299 0.0100 12/31/2011 1.000
-—--Bond Mutual Funds——--
348,805.414 PIMCO TOTAL RETURN FUND INSTL PTTRX 3,619,200.25 10.870 3,791,514.85 0.386 134,638.89 3.6
340299M 481,954.252E 10.376
Equity Holdings
——-Consumer Discretionary—---
--—-Automobiles-----
13,000.000 FORD MOTOR CO F 185,286.00 10.760 139,880.00 1.859 2,600.00 1.9
340299 14.253
——-Hotels Restaurants & Leisure——-
1,800.000 MCDONALDS MCD 103,609.47 100.330 180,594.00 2.791 5,040.00 2.8
340299 57.561
—---Media-----
4,000.000 DIRECTV CLASS A DTV 107,544.00 42.760 171,040.00 0.000 0.00 0.0
340299 26.886
3,750.000 THE WALT DISNEY CO DIS 88,866.38 37.500 140,625.00 1.600 2,250.00 1.6
340299 23.698 2,250.00
-----Multiline Retail---—
1,800.000 KOHLS CORP KSS 75,436.56 49.350 88,830.00 2.026 1,800.00 20
340299 41.909 .
--—-Consumer Staples——-
—---Beverages--—-
1,500.000 DIAGEO PLC SPON ADR DEO 126,065.40 87.420 131,130.00 3.628 4,758.00 3.6
340299 84.044
2,500.000 PEPSICO INC PEP 121,330.80 66.350 165,875.00 3.105 5,150.00 31
340299 48.532 1,287.50
-----Food & Staples Retailing-—---
4,500.000 WALGREEN CO WAG 144,397.10 33.060 148,770.00 2722 4,050.00 27
340299 32.088
Investment Advisors Page: 40of 8
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Portfolio Detail

Date Run: 01/18/2012
The Episcopal Diocese of Washington - Total Fund As Of: 12/31/2011
380295-MASMIL Administrative Currency: USD
Estimated
Total Cost Market Value Income Annual Curr
Shares Security Description Security ID Unit Cost Price Accrued Rate / YTM Income Yield
Equity Holdings (cont.)
-----Consumer Staples (cont.)-----
--—-Food Products-----
2,000.000 KELLOGG CO K 107,076.97 50.570 101,140.00 3.401 3,44000 34
340299 53.538
--—Energy--—--
--—-0il Gas & Consumable Fuels-----
800.000 APACHE CORP APA 78,284.88 90.580 72,464.00 0.662 480.00 07
340299 97.856
1,900.000 CHEVRON CORP CcvxX 148,648.25 106.400 202,160.00 3.045 6,15600 3.0
340299 78.236
1,300.000 DEVON ENERGY CORP DVN 67,443.98 62.000 80,600.00 1.097 88400 11
340299 51.880
4,337.000 MARATHON PETROLEUM CORP MPC 131,067.31 33.290 144,378.73 3.004 433700 3.0
340299 30.221
1,400.000 OCCIDENTAL PETE OXY 142,530.36 93.700 131,180.00 1.964 257600 20
340299 101.807 644.00
1,750.000 SM ENERGY CO M 140,054.43 73.100 127,925.00 0.137 17500 0.1
340299 80.031
----- Exchange Traded Funds---—--
18,000.000 VANGUARD MSCI EMERGING MARKET VWO 817,349.60 38.210 687,780.00 2371 16,30800 24
340299M 45.408
——Financials-—-
—----Capital Markets——-
1,300.000 FRANKLIN RESOURCES BEN 102,761.75 96.060 124,878.00 1.124 1,40400 11
340299 79.048
1,000.000 GOLDMAN SACHS GROUP GS 160,324.26 90.430 90,430.00 1.548 1,40000 15
340299 160.324
3,500.000 STATE STREET CORP STT 223,839.22 40.310 141,085.00 1.786 252000 1.8
340299 63.954 630.00
——--Commercial Banks-----
2,500.000 PNC FINANCIAL SERVICES PNC 154,234.97 57.670 144,175.00 2428 3,500.00 24
340299 61.694
Investment Advisors Page; 50f 8

WISE COUNSEL















