Intro on Joule Financial

joule
jool/
noun
noun: joule; plural noun: joules; symbol: J

- the international unit of measurement of energy

Founded in 2001, Joule Financial exists to help clients identify and quantify their financial goals
and objectives, while providing the energy and expertise necessary to meet those goals while
measuring progress through a variety of metrics. As an early adopter of the fee-only fiduciary
model, Joule Financial derives revenue through financial & retirement planning as well as
investment management. Our revenue correlates with the success of our clients and it is always
in our best interest to provide unbiased, objective guidance in order to navigate the financial
markets.

Through our optional financial planning discovery process, Joule Financial seeks to help clients
identify their ‘required rate of return’ and design a strategy best suited to provide the highest
probability of success. As a full service, wealth management firm Joule Financial advisers often
work as a full service wealth adviser for individuals, families, small business owners and young
professionals.

Client evaluation process:
Joule Financial adheres to the following principles:
Thorough Client Due Diligence / Relationship Fit

While we have the utmost confidence in our methodologies and process, we realize Joule
Financial may not be right for everyone. Furthermore, we also desire to work with individuals
and families who adhere to similar character-based financial principles that are rooted in fiscal
responsibility and prudent conservative management. Folks looking for short term, passing
investment fads rather than long term, disciplined and time-tested allocation strategies may not
be a good fit for Joule Financial.

A typical client of Joule Financial is often a professional in their field of study or one who
appreciates the deep work needed to excel at a craft which requires disciplined areas of
research and years of tested experience. Often our clients are small business owners, long-term



focused career professionals or families seeking wealth preservation, allocation, income or trust
services*

Determining if we may be of service to you can be identified through an initial consultation
where we have the opportunity to learn more about you, your financial situation, and how we
may be of assistance. Once this meeting concludes, we will discuss the potential of working
together. No decisions will be made until all parties have the necessary time they need to
consider the information shared and privately evaluate whether the relationship should proceed.

*Trust services may be provided by the custodian or in partnership with a corporate trust
department.

Financial/Retirement Planning - Required Rate of Return

Unless a plan has already been established, or is not required, Joule Financial will utilize
information gained from the completion of an in-depth questionnaire to design our proprietary
Lifetime Income Financial Evaluation (LIFE) plan. Once we have received a completed
guestionnaire, developing a plan takes approximately 2-3 weeks. Following completion, we will
then present this plan to our prospective client and review the recommendations we developed
to help achieve the desired financial goals and objectives.

Plan Implementation/Investment Management

Should the prospective client wish to engage Joule Financial in a continued business
relationship, it is at this time we will discuss and evaluate the transition of investment accounts
within the Joule Financial advisory platform, held with one of our trusted custodial partners®. It is
at this time that we will begin moving forward with our pre-determined allocation and investment
strategies in order to provide the highest probability of meeting a client’s financial goals.

*Custodial partners include but may not be limited to: Charles Schwab, Fidelity, TD Ameritrade,
Raymond James, TIAA-CREF or Nationwide.

No Long Term Contract

While our goal is to retain a client for life, we realize that sometimes changes in an
individual’s situation mandate a change in an adviser. Should this occur, the
individual is free to remove the investment accounts from under our care and

face no penalty or advisory fee liability.

Accounts under advising of Joule Financial never change title but always remain in the name
and possession of the client. Clients only give Joule Financial the authority to make investment
decisions and deduct our quarterly advisory fee.



“If you aren’t hearing from your advisor on a regular basis, maybe it’s time for a change.”

Technology Portals/Electronic & Hard Copy Statements/ Cybersecurity

Joule Financial partners with the largest custodians within the financial industry. Independent
custodians such as Charles Schwab, Fidelity, TD Ameritrade or Raymond James act in a similar
manner as a standard bank account. Clients, who wish to do so, may register to review their
account in real-time through a custodian’s online portal or in certain instances, through a
downloadable app for a smartphone or tablet. Furthermore, clients may select whether to
receive trade confirmations and statements online or by traditional mail delivery. Regardless of
the level from which you choose to engage technology, reviewing your account at any time is
extremely easy and efficient. Often, clients of Joule Financial will utilize more than one
custodian for security purposes.

Cybersecurity has become one of the most critical concerns within the investment advisory
world. Within the walls of Joule Financial we’re proud to follow rigorous security measures
required by our regulatory organizations in addition to the active and ongoing due-diligence of
our partners’ security measures specifically our client custodians. Often we may suggest
utilizing more than one custodian in order to diversify security risks for client accounts. Joule
Financial is to our knowledge, one of the only fee-only advisers suggesting clients split
custodians among their investment portfolios, a theme we believe will become a ‘best practice’
in the near future.

Ongoing Client Communication

Joule Financial prides itself on continually educating its clientele through
informative and engaging emails, newsletters, blog posts and media archives. It
is our intent to assist you with your financial goals while helping you to
understand today’s complex investment and economic world. Successful clientele
education correlates with confidence in our investment strategies often leading

to client referrals, which remain our fastest and preferred method of growth.

Personalized Portfolio & Planning Reviews

Several times throughout the year Joule Financial will reach out to you via telephone
or email to review your personal situation or to just say, “Hello.” Often this

dialog simply results in strengthening our relationship, however if needed, also aids in

scheduling periodic portfolio and plan reviews to discuss goals and objectives.

FINANCIAL / RETIREMENT PLANNING PROCESS



What is the first thing you do when you jump in the car for a long drive? More than likely
you fire up the GPS on your phone or maybe you take out the map or printed

directions. Regardless of your medium, the most critical piece of the equation

before you set off on any journey is a solid set of directions. While this

points you in the right direction, it is also something you refer to many times

throughout your trip to ensure that you’re still on course, and it also gives a

good idea of what time you’ll arrive. Along the way, there will be unforeseen

challenges, traffic jams, inclement weather, and the occasional detour. These
encounters force you to consult your map, possibly adjust your coordinates and

maybe even establish a different route.

Over the years, Joule Financial has learned that navigating a journey and successful
financial advising are very similar. In order to achieve your specific

financial goal, you must have a proper plan or map. Once this plan is developed

and implemented, in order to achieve success, it must be constantly evaluated.

What is your required rate of return?

Whenever we have the privilege of meeting clients to discuss their financial affairs, we
always start with what we believe to be the most important question. What is

the rate of return required to achieve your goal? Until this is identified, an

investment plan is nearly impossible to implement. It is only after the

required rate of return is calculated that we can suggest an appropriate risk

allocation that has historically achieved the desired results. While on occasion

an individual’s required rate of return and risk allocation matches their risk
temperament, it is not always the case.

(GRAPHIC) Input variables followed by LIFE PLAN a Require Rate of Return.
What is your Risk Temperament?

Historically, portfolio allocation and risk have correlated with age. Most believe that the
younger an investor, the more risk they should take. The theory goes that,

given more time, it is easier to make up losses. At Joule Financial we believe

that every person has a unique risk temperament that may or may not correlate

with the standard age-based risk model. While our planning process helps us
determine your required rate of return and therefore suggests an appropriate

risk allocation, if this does not match your risk temperament, adjusting goals

and re-evaluating the overall financial plan may be required.



CASE STUDY
Required Rate of Return Discovery Process

Joe and Sue are small business owners in their early 50’s. Their cumulative income is over
$200,000 per year and they are investing the maximum amount into corporate retirement plans,
which are also being matched up to 6%. In addition to their corporate retirement plan, they have
a profit sharing component which has allowed them to save an additional $500,000 in tax
deferred income. Their only debt is a mortgage, which is scheduled to be paid off within the next
5 years.

Age-based risk tolerance may suggest a stock/ bond allocation for Joe and Sue in the
moderately aggressive range with a potential exposure to stocks of up to 60 or 70%.

While they have followed this standard allocation for years, they have also started to become
increasingly concerned over the recent advancement in the stock market and the future
uncertainty of the economy.

After completing a LIFE plan from Joule Financial Joe and Sue realized that to meet their long
term financial goals and provide the necessary income they’re looking for within retirement, their
required rate of return is approximately 2.5%, much lower than ever anticipated.

Using historical market rates of return within the stock market and bond market, it came to their
attention that they could lower their stock market exposure considerably and remain on track to
achieve their investment and retirement objectives.

CLASSICAL INVESTMENT MANAGEMENT

Over the years investment management as a profession has evolved from one in which the
adviser took an active interest in making educated decisions within the

financial markets to one in which a salesperson began marketing outsourced

products which often include high cost, internal fees, paying enormously high
commissions.

Conflict of interests have replaced fiduciary obligations, and up-front commissions have
taken the place of mutually agreed upon fees for service and performance.

Joule Financial prides itself on a return to a classical model whereby revenue is

derived from a fixed fee for management of money and on occasion, from our LIFE

plan process. We are not fee-based, claiming to provide fee services supplemented by
commissionable products but

rather fee-only where our interests align with those of our clients and possess zero conflict.



FINANCIAL PLANNING PROCESS

Step 1: Life Plan Questionnaire

Our process begins by completing our LIFE plan questionnaire. This
confidential, fact finding document helps us to analyze such things as your
current balance sheet, liquidity position, cash flow needs, future tax
liabilities and retirement income needs. Once completed, we use the data to
present a drafted, multi-page, hardcover, bound plan.

Step 2: Plan Presentation

Whether it is in our office, or via a conference call or web interface, the plan
presentation is something we take very seriously. It is our goal through this
time to educate our clients on precisely how their financial plan looks and
what it says in plain English. This meeting takes approximately 1 — 2 hours.

Step 3: Recommendations & Implementation

At the conclusion of the plan presentation, we will review with each client our
recommendations based purely on the desires and goals set forth from the very
beginning. Often we find that an individual’s life goals do not correlate with

their current investment allocations, savings rate or overall balance sheet. At

times there can be tough conversations as we seek to present the truth in an
unbiased and purely fiduciary fashion. Often, we find that those closest to retirement
have not yet even begun to explore the methods by which income will be

distributed to them.

Step 4: Ongoing Plan Revision

A true financial plan is not stagnant but rather a living, breathing document which is
adjusted and adapted as your life changes. Depending on each client’s

situation, we take great pride in revising and updating financial plans on an

as needed basis. Typically, we update plans every two years prior to

retirement, a few months before your retirement date and immediately thereafter.
During retirement we seek to update and review a financial plan on an annual



basis to make sure you’re comfortable with all the current goals, objectives
and strategies.

Step 5: Communication & Education

Our best client is the one who can knowledgeably speak about his or her own financial
future and the finite steps we are taking to achieve their goals. At Joule

Financial, we reach out to our clients each quarter to touch base and discuss

how the plan is progressing. Through this communication, our periodic

newsletters and client correspondence, it is our goal to educate clients about

present day economics and our firm’s philosophies. We want our clients to

understand our thinking and feel comfortable with whom they have partnered with

to achieve their financial goals.

INVESTMENT MANAGEMENT

For centuries select individuals have been successfully navigating the financial
markets and understanding the intricacies of what moves a market over shorter
durations such as weeks and months. While fundamental analysis and corporate
valuation will always prevail over longer time periods such as decades, markets
often remain irrational and volatile, ebbing and flowing based on nothing more
than human emotion and the key variables that will always be present - fear and
greed.

At Joule Financial we are not afraid of the word ‘sell’ and we will often use cash as
our best hedge against market volatility or market loss. Furthermore, we pride
ourselves on an active management style that always seeks to capitalize on the
market’s irrationality. On a regular basis we are evaluating countless

investment opportunities such as sectors of interest, individual companies or
general economic themes. Gaining an understanding for what is happening under
the surface such as sector relative strength, market leadership and general
market direction. Our goal is to find opportunities within the diverse market
landscape which we feel comfortable owning for a long time.

Keys to Investment Success

Risk Temperament a Asset Allocation a Diversification & Rebalancing a Time
(I think an image showing these in inner connecting circles would be ideal)



Over the years, investment themes have come and gone while five basic tenets have
remained consistent. At Joule Financial, we take these tenets very seriously as

they provide the foundation upon which we build and manage our clients’

financial assets. We realize that without all five investment variables in

place, an individual runs the risk of significantly altering their financial

future and missing the goal set forth from the beginning.

Selecting an adviser in today’s world of provocative and enticing investment themes has
become an increasingly challenging task. At Joule Financial, we do not trumpet

a new or unique style of investing; rather, we simply adhere to basic methods

that have been proven to meet financial goals since the earliest days of the

capital markets.

Risk Tolerance / Temperament

Traditionally labeled only Risk Tolerance and correlating with one’s age, at Joule Financial we
believe it is critical that an individual’s risk tolerance match their personal

temperament in order to properly handle the emotional ups and downs of the

financial markets. Individuals possess their own unique risk temperament which

is crucial to explore from both a quantitative and qualitative angle before proceeding

with any investment strategy.

Financial markets follow cyclical patterns and often advance for a number of years, and
then retreat for a number of years. Furthermore, financial markets occasionally
experience significant and unforeseen corrections. The most recent being the

financial crisis of 2008 and 2009, which negatively impacted all financial markets

for more than a calendar year. The extent to which one’s portfolio will

participate in a bearish market cycle will always be determined by that

individual’s tolerance for risk. Investors, who understand that financial

markets are cyclical in nature, and that financial downturns will take place,

achieve their desired financial goals while exposing assets within a

comfortable investment framework.

Investment Frameworks

Stable Value
Conservative

Balanced

Traditional 60/40
Moderately Aggressive
Aggressive



An investor will discover that his goals, unique personality and past experience are instrumental
in developing an appropriate risk level. Determining an individual investor’s risk

tolerance is a primary foundational step in determining proper portfolio asset

allocation. Once risk tolerance has been determined, an individual can be

classified within one of the risk framework categories, an important and

primary stage within the investment strategy process.

Asset Allocation

Sometimes, old sayings such as “don’t put all your eggs in one basket” possess such simple
yet profound morsels of wisdom that investors dare not overlook. One of the

most basic, yet ignored, principles of successful investing is properly

allocating investments among different asset classes. Asset allocation is

commonly mistaken with diversification however the two are quite different.

At Joule Financial, when we discuss Asset Allocation we are referring to the blend
between variable asset classes, such as stocks and fixed asset classes, such as
bonds. Not only is it important to properly define this investment tenet, but

it is also crucial to implement and adhere to a prudent asset allocation

strategy in order to achieve the desired results.

Once an individual’s risk tolerance has been identified and matched with an investment
framework, a target asset allocation is determined and the Joule Financial investment
process is set into motion.

The categories of the Joule Financial asset allocations are as follows:

Stable Value:
100% Fixed
Investments including Cash, CDs, Government and Corporate Bonds

Conservative:
30% Exposure to the current Joule Financial Equity Allocation
70% Fixed Investments including Cash, CDs, Government and Corporate Bonds

Balanced:
50% Exposure to the current Joule Financial Equity Allocation
50% Fixed Investments including Cash, CDs, Government and Corporate Bonds



Traditional 60/40
60% Exposure to the current Joule Financial Equity Allocation
40% Fixed Investments including Cash, CDs, Government and Corporate Bonds

Moderately Aggressive:
70% Exposure to the current Joule Financial Equity Allocation
30% Fixed Investments including Cash, CDs, Government and Corporate Bonds

Aggressive:
100% Exposure to the current Joule Financial Equity Allocation

Additional Investment Frameworks (Dividend Income / Sector Alpha Index / Municipal or
Corporate Ladder)

Dividend Income:

On occasion, clients may require additional income through equity dividends rather than fixed
income. In certain instances a dividend income strategy may also be suggested as part of an
overall equity allocation. In addition to our standard investment frameworks, Joule Financial
offers a dividend income model consisting of approximately 30-40 individual equities which fit
our proprietary financial requirements for long term dividend centered investment. By nature of
the Dividend Income equity allocation, this portfolio is 100% stocks and therefore classified as
‘Aggressive’ and is benchmarked against the Dow Jones Dividend Index, following a relative
market approach, seeking dividend income from equity exposure.

At times volatility within this allocation may be higher than standard investment frameworks and
possess a higher market correlation over the short to medium term.

Sector Alpha Index (Institutional)

For our institutional clients who seek the lowest possible investment management fees available
within the institutional marketplace and relative market correlation Joule Financial is proud to
offer our Sector Alpha Index portfolio. This unique approach to equity allocation seeks to provide
portfolio alpha through the reweighting of traditional index market sectors through fundamental
and other proprietary research indicators. Please see our Sector Alpha Index material specific
for this portfolio.

Municipal or Corporate Bond Ladders

In partnership with leading fixed income managers, Joule Financial offers select clients access
to individual fixed income bond laddered portfolios through such companies as PIMCO or
Nuveen. With competitive third-party pricing and SMA custodian relationships, clients have
access to individual bonds traditionally only available to the large institutions and extreme high



net worth clients. More information including customized investment plans may be provided
upon request.

Diversification:

As financial markets move through normal and healthy business cycles, variable
asset classes become both more attractive and less attractive. While one may be
able to improve investment results attempting to determine the business cycle
we are in and allocating investments accordingly, it has been proven that with
proper diversification or exposure to a multiple number of variable asset

classes, not only can individuals improve results, but they can also reduce
portfolio volatility.

At Joule Financial, we take diversification very seriously and pursue a rigorous process
of selecting the proper variable asset classes, and determining the prudent

exposure to each. This allocation is called the Joule Financial Equity

Allocation, and is diversified among such variable asset classes as large and

small capitalized domestic companies, international and emerging markets, as

well as potential exposure to sector specific areas such as gold or materials.

Once the Joule Financial Equity Allocation has been determined, clients and their investment
portfolios are exposed to this in direct correlation to their investment
framework, which will be determined by their risk tolerance.

Rebalancing

Over time as a portfolio is exposed to the natural fluctuations that occur within
financial markets, the asset allocation and diversified nature of the portfolio
will also change. Due to the historical truth that at different times,

different asset classes will outperform others, it is extremely important for a
portfolio to be rebalanced in order to maintain the desired allocation.

On an annual basis, or more frequently if needed, Joule Financial systematically
rebalances each portfolio by calculating the current allocation and adjusting
the exposure accordingly.

For example, during a given year where the stock market has performed particularly well, a
portfolio allocation seeking a mix of 60% stocks and 40% fixed income, may become skewed as
high as 70% variable assets and 30% fixed income. It is critical for us to rebalance this
weighting and thus reweight the portfolio back to its intended 60%/40% allocation, thus taking
profits from the equities in a systematic and pre-planned manner.



Time

Entering into a relationship with an investment adviser should not be taken lightly, and
the success of an investment strategy can only be determined after navigating a
series of financial market cycles. Unfortunately, while it would be wonderful

to experience success immediately, this is not always the case. Prudent and
disciplined investors can, however, significantly improve results if they

remain patient while diligently adhering to the developed plan.

Unfortunately, most advisers don’t have a proper plan in place and individuals are sent
wandering through the financial landscape without a guide. While the

development of such a plan is crucial, allowing adequate time for this plan to

work is also vitally important.

Joule Financial seeks to build solid business relationships with those who are
looking to partner with a firm for a long term commitment. We are fully aware
and accept the fact that over time, financial markets will change positively

and negatively. We also understand the proper time allotment that allows us to
assist individuals in meeting their desired goals. It is critical that

clients also understand, respect and adhere to a multi-year, multi-cycle
strategy in order to ensure the highest probability for success.

Joule — The international measurement of energy.

“As a fee only fiduciary we take great pride in helping people identify their long term financial
goals. We then provide the energy required to measure these results over time in order to
achieve these goals and objectives. Few firms will provide the service and care we do to work
with our clients.”



