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UCRP Financial Reporting for the Contributions Required by the DOE for Retained
LANL and LLNL Retirees to be Made to the University of California Under the Negotiated
Funding Formulas.

Background

In IRM 27.3, Financial Reporting to Recognize the Ongoing Legal Financial Responsibility of
the Department of Energy (DOE) for all UCRP Costs Associated with University of California
Employees Who Currently Work at the Lawrence Berkeley National Laboratory (LBNL), or Who
Previously Worked at the LBNL, or Worked at the Los Alamos National Laboratory (LANL) or
Lawrence Livermore National (LLNL) Laboratory, the University documented that
DOE/NNSA’s obligation under the contract’s pension provisions is not ambiguous; rather, what
is ambiguous is the methodology for anticipating and minimizing any shortfall before the last
LANL segment beneficiary dies and the actual total cost is known.

These are two very separate issues associated with the payment of a pension shortfall:
1. The legal obligation to pay (IRM 27.3), and
2. The process for determining the timing of payments.

For LANL and LLNL, certain contract termination negotiations have clarified the timing of
required DOE contributions in support of their ongoing financial responsibility to reimburse UC
for any funding shortfalls in the “retained LANL and LLNL segments”, the assets and liabilities
retained by UC in the UCRP for inactive employees and retirees who formerly worked at LANL
or LLNL. These negotiations resulted in formulas that define specific amounts and dates for
contributions to be made (see Appendix 1 for LANL and Appendix 3 for LLNL).

The required contribution will be calculated by the University’s actuary and included in the
“addendum” valuation reports prepared as of the first day of the plan year, based upon the
funded ratio of the retained LANL or LLNL segments of the UCRP as of the last day of the
previous fiscal year end (one day earlier). The required contribution will be for the plan year, and
must be paid within 8 months of the end of the plan year.

As an example, asset information (see Appendix 2) for the retained LANL segment of the UCRP
as of June 30, 2006 will be used by the actuaries in the preparation of the July 1, 2006
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“addendum” actuarial report. The July 1, 2006 “addendum” report is for the UCRP plan year
beginning July 1, 2006 and ending June 30, 2007. The required contribution, or “reimbursement”
by the DOE for funding the retained LANL segment, if any, will be included in that actuarial
report and will be required to be paid to the University no later than February 28, 2008, eight
months after the end of the plan year. The University will then be required to remit that same
amount to the UCRP.

Note: The agreements with the DOE refer to the required contribution under the formulas as a
“reimbursement” of contributions that UC would make to the UCRP on behalf of the retained
LANL or LLNL segments. In practice, the University is not required to make contributions to the
UCRP until the DOE provides the funds to the University in order for the University to make the
contribution.

Define Issues

The appropriate accounting and reporting for the required contributions by the DOE specifically
for the retained LANL and LLNL segments must be determined for the UCRP financial
statements.

Conclusion

Record the appropriate contribution receivable from the University and contribution revenue
from the University based upon the required contribution as indicated on the “addendum”
reports. The receivable and revenue will be recorded at the end of the UCRP fiscal year (for
example, the required contribution on the July 1, 2006 “addendum” report that is for the plan
year ending on June 30, 2007 will be used to record the appropriate contribution receivable and
contribution revenue in the UCRP financial statements as of and for the year ended June 30,
2007.

Authoritative Guidance and Discussion

It is clear that the LANL and LLNL contract termination negotiations have clarified the timing of
required DOE contributions in support of their ongoing financial responsibility to reimburse UC
for any funding shortfalls in the retained LANL or LLNL segments such that the revenue
recognition requirements have been met and the receivable is realizable. These negotiations
result in formulas that define specific amounts and dates for contributions to be made; the
University should record DOE revenue and a specific receivable from the DOE for these
amounts, current to the extent it will be received within one year.

It is also clear as a result of the agreements that the DOE’s contribution will be made to the
University; the University must then remit the DOE’s contribution to the UCRP. The University
must record a DOE laboratory expense and a University payable to the UCRP simultaneous with
the recording of the receivable from the DOE and recognition of the DOE laboratory revenue.

For the UCRP, a contribution receivable and contribution revenue from the University must be
recorded as outlined above based upon the following:
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GASB Statement No. 25, Paragraph 22...”Plan receivables generally are short term and consist
of contributions due as of the reporting date from the employer(s), plan members, and other
contributors, and interest and dividends on investments. Amounts recognized as receivables
should include those due pursuant to formal commitments as well as statutory or contractual
requirements. With respect to an employer's contributions, evidence of a formal commitment
may include (a) an appropriation by the employer's governing body of a specified contribution or
(b) a consistent pattern of making payments after the plan's reporting date pursuant to an
established funding policy that attributes those payments to the preceding plan year. When
combined with either (a) or (b), the recognition in the employer's financial statements of a
contribution payable to the plan may be supporting evidence of a formal commitment. However,
the plan should not recognize a receivable based solely on the employer's recognition of a
liability for contributions to the plan.

However, a contribution receivable and contribution revenue should not be recorded for anything
other than the current portion of the receivable due under the agreed upon funding formula.
Those amounts are not realizable since they do not qualify under paragraph 23 of GASB
Statement No. 25. The receivable beyond one year may change as a result of investment
performance such that the funding ratio of the retained LANL or LLNL segments exceed 100%
in the following year. In that case, no additional contribution is payable to the University from
the DOE.

GASB Statement No. 25, Paragraph 23...”Receivables and additions for contributions payable to
the plan more than one year after the reporting date pursuant to, for example, installment
contracts, should be recognized in full in the year the contract is made.”
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APPENDIX 1: Appendix T—DOE/NNSA Funding Obligation to the University of California with
Respect to Reimbursement of Contributions to the University of California Retirement Plan
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Modification No.: M620
Supplemental Agreement to
Contract No.: W-7405-ENG-36

SUPPLEMENTAL AGREEMENT TO
CONTRACT NO. W-7405-ENG-36

THIS SUPPLEMENTAL AGREEMENT, by and between the UNITED STATES OF
AMERICA (hereinafter referred to as the "Government"), acting through the NATIONAL
NUCLEAR SECURITY ADMINISTRATION ("NNSA") a separately organized division of the
UNITED STATES DEPARTMENT OF ENERGY (“DOE”), and THE REGENTS OF THE
UNIVERSITY OF CALIFORNIA, (hereinafter referred to as the "University"), a non-profit
research university, established by the Constitution of the State of California.

WITNESSETH THAT:

WHEREAS, the University was engaged in the management and operation of the Los Alamos
National Laboratory (LANL) as required by Contract W-7405-ENG-36 (hereinafter referred to in

its entirety, including its modifications, as “the Contract”). The Contract was executed on behalf
of the Government by the War Department on January 1, 1943 and most recently assigned to the
NNSA by Public Law 106-65, October 5, 1999; and

WHEREAS, management and operation of LANL by the University under the Contract expired
midnight May 31, 2006; and

WHEREAS, the University and NNSA have agreed to provide pension income to former
University employees in a manner provided in the Contract; and

WHEREAS, the University and NNSA have agreed that the period of performance for this
Supplemental Agreement is indeterminable at this time; and

NOW THEREFORE, the University and NNSA agree that the Contract is hereby modified in the
following particulars:

Section C.001 of the Contract entitled “STATEMENT OF WORK” is modified to add
the following Statement of Work activities:

The University shall provide pension income to former University employees in the
manner provided under the Contract and in accordance with Appendix T (and
attachments thereto) entitled “DOE/NNSA Funding Obligation to the University of
California Retirement Plan (UCRP)” which is hereby incorporated into the Contract.
Appendix T reflects the agreement entered into to provide funding to the UCRP.



Modification No.: M620
Supplemental Agreement to
Contract No.: W-7405-ENG-36

IN WITNESS HEREOF, the Parties hereby execute this Supplemental Agreement.

UNITED STATES OF AMERICA, DEPARTMENT OF ENERGY

By: %Z,tjm pue: 319/ 7

Anthony L. 16kato
Contracting Officer

THE REGENTS OF THE UNIVERSITY OF CALIFORNIA

By: M‘W Date: 23/' 7,/@//7

Rondld A. Nelson
Executive Director for Contracts and Administration



Appendix T
Contract No: W-7405-ENG-36 (Modification No: M620)

DOE/NNSA Funding Obligation to the University of California
with respect to
Reimbursement of Contributions to
the University of California Retirement Plan (UCRP)

Section 1 — Purpose

(a)

(b)

This Appendix —

(1) sets forth the terms and conditions under which DOE/NNSA may be required
to reimburse the Regents of the University of California (UC) (Parties) for Required
Contributions and establishes a basis to calculate any amount that DOE/NNSA may
be required to reimburse UC as a Required Contribution; and

(2)  provides a mechanism for UC to make certain changes to the UCRP with
respect to the Retained Segment with the consent of DOE/NNSA.

This Appendix is incorporated into the Contract and in turn incorporates into the

Contract the following Attachment, including its Exhibits:

(c)

“Agreement Between the Department of Energy/National Nuclear Security
Administration and the Regents of the University of California Concerning the
Transfer of Assets and Liabilities From the University of California Retirement Plan
to the LANS Defined Benefit Pension Plan,” which specifically provides the values
called for in the A minus B formula of clause H.008 paragraph (f)(2) (Attachment
1)(Asset Transfer Agreement).

(1) June 1, 2006, Los Alamos National Laboratory Special Interim
Addendum Report (Exhibit 1)(Actuarial Valuation).

(i)  Proposed Approach for Asset Allocation for Transfer to the LANS
Plan (Exhibit 2)(Asset Allocation).

(iif)  Pricing Procedures for Asset Classes Held in the UCRP (Exhibit
3)(Pricing Procedures).

(iv)  Estimated Asset Transfer Amount based on accounting through
February 28, 2007, to be modified upon determination of the actual value at
the Asset Transfer Date (Exhibit 4)(Estimation).

Except as specifically set out herein, this Appendix does not make changes to pre-
existing rights and obligations between the Parties as set forth in clause H.008 or any
other provisions of the Contract; however, any conflict between the requirements of



clause H.008 or any other provision of the Contract and this Appendix will be
resolved in favor of this Appendix.

(d) Subject to subparagraph (d)(5) of the Asset Transfer Agreement, this Appendix,
including its Attachment and the Exhibits thereto, is for the exclusive benefit and
convenience of the Parties hereto. Nothing contained herein shall be construed as granting,
vesting, creating or conferring any right of action or any other right or benefit upon past,
present or future employees of UC, upon any participants or beneficiaries of the University
of California Retirement Plan (UCRP), as amended from time to time, or upon any other
third party.

(e) This Appendix is not intended to limit or impair or add to the rights which any person
may have under applicable Federal statutes.

® All assets and liabilities associated with UC’s Defined Contribution Plan, 415(m)
Restoration Plan, 457(b) Deferred Compensation Plan, and the Tax-Deferred 403(b) Plan are
not covered by this Appendix and remain covered by clause H.008.

Section 2 — Definitions

These definitions apply to this Appendix T and its Attachment, including all of its Exhibits,
unless otherwise specified.

(a) “Actuarial Value of Assets” means the dollar amount of assets attributable to the
Retained Segment for purposes of calculating the Required Contribution determined under
the actuarial asset valuation method adopted by the Regents for the Retained Segment for the
Plan Year.

(b)  “Beneficiary” means (A) the eligible survivors and beneficiaries of Retained
Members and (B) alternate payees of LANL employees under qualified domestic relations
orders (QDROs) who are eligible, and elect, on or before June 30, 2007, to retain their
interests under the QDROs in the UCRP.

() “Contract Service Assets” means the accrual basis market value of assets attributable
to the Retained Segment given by the accounting referred to in subsection (4)(a), below.

(d) “Funding Shortfall” means the excess, if any, of the Funding Target over the
Actuarial Value of Assets of the Retained Segment, determined as of the first day of the Plan
Year.

(e) “Funding Target” means, with respect to a Plan Year, 100% of the present value of all
benefits accrued or earned as of the beginning of the Plan Year that are allocated to the
Retained Segment. The present value shall be determined using the actuarial assumptions
adopted by the Regents as in effect for the Retained Segment for the Plan Year subject to
subsections (d), (¢), and (f) of Section 5 of this Appendix T and to the other provisions of this
Contract.



43 “LANL” means the Los Alamos National Laboratory.
(2) “LANS Plan” means the LANS Defined Benefit Pension Plan.
(h) “Plan Year” is the Plan Year as defined and adopted by the Regents for the UCRP.

(1) “Required Contribution” means the greater of (1) the Shortfall Amortization Charge
allocable to the Retained Segment for a Plan Year, or (2) the amount necessary to meet the
UCRP’s current obligations to Retained Members and Beneficiaries when the remaining
market value of assets of the Retained Segment as of the beginning of the Plan Year is
insufficient to meet current obligations. For purposes of this provision, “current obligations”
means an amount equal to three times the benefit payments and expenses for the 12 months
prior to the beginning of the Plan Year. The Required Contribution is fixed as calculated and
not subject to either positive or negative adjustment based on changes in market conditions or
other actuarial experience between the calculation date and the payment date.

)] “Retained Member” means an individual who satisfies the following two conditions:
(A) on May 31, 2006, was (i) a retiree of the UCRP from LANL, (ii) a terminated vested
participant of the UCRP from LANL, (iii) a disability income recipient under UCRP from
LANL, or a deceased participant with respect to any survivor entitled to benefits under
UCRP from LANL, or (iv) an employee in good standing of UC at LANL and either an
active or reinstated and rehired member of UCRP with a vested interest in the UCRP, and (B)
did not elect to become a participant in the LANS Plan. “Retained Member” shall also
include an individual with an account under the Capital Accumulation Provisions (CAP), and
who elected to become a participant in the LANS Plan; provided, however, that such
inclusion as a Retained Member shall be limited to such member’s CAP benefit for purposes
of calculating benefits and liabilities under the Retained Segment.

(k) “Retained Segment” means the portion of UCRP represented by the assets and
liabilities accrued through May 31, 2006, and associated with the benefits of Retained
Members and Beneficiaries.

6] “Shortfall Amortization Base” means, with respect to a Plan Year, the Funding
Shortfall (if any) for the Plan Year reduced by the present value of any remaining future
Shortfall Amortization Installments from prior Plan Years.

(m)  “Shortfall Amortization Charge” means, with respect to a Plan Year, the sum of the
Shortfall Amortization Installments with respect to the Shortfall Amortization Bases for such
Plan Year and for each of the six preceding Plan Years, based on the Funding Shortfall for
each of those years. For any Plan Year when the Funding Shortfall is zero, all prior Shortfall
Amortization Bases will be considered fully amortized, no new Shortfall Amortization Base
will be established for that year, and the Shortfall Amortization Charge will be zero for that
year.



(n) “Shortfall Amortization Installment” means the amount necessary to amortize the
Shortfall Amortization Base in level annual installments over a seven-year period using the
interest rate assumption adopted by the Regents as in effect for the Retained Segment for the
Plan Year.

(o) “The Regents” means the Regents of the University of California.
Section 3 —~Required Contribution

(a) Subject to the availability of appropriations and the other provisions of this Contract,
each Plan Year DOE/NNSA will reimburse UC for the Required Contribution, if greater than
zero, within eight months of the close of the Plan Year, starting with the Plan Year beginning
July 1, 2006 and ending June 30, 2007. Immediately upon reimbursement by DOE/NNSA,
the Regents will pay the Required Contribution into the UCRP for the Retained Segment and
add it to the Contract Service Assets.

(b) DOE/NNSA will make payment from any funds which DOE may legally use for such
purpose, provided that DOE/NNSA will use its best efforts to request that sufficient funds for
this purpose be included in the President’s Budget if not otherwise available.

Section 4 — Accounting and Reporting Requirements for the Retained Segment

(a) Contract Service Assets

UC shall maintain a separate annual accounting of liabilities and assets attributable to the
Retained Segment. The accounting for the Retained Segment will reflect the effects of any
transactions covered by the Asset Transfer Agreement. Market value of assets on an accrual
basis at the beginning of a Plan Year shall equal the assets at market value on an accrual
basis at the end of the prior Plan Year based on the separate annual accounting of the prior
Plan Year. The annual accounting of the assets in the Retained Segment under the Contract
will incorporate the following:

(1) Market value of assets at the beginning of a Plan Year, determined in
accordance with the Pricing Procedures;

(i1) (A)  Contributions reimbursed by DOE/NNSA that are accounted for on a
monthly basis during a Plan Year; and

(B)  Employee contributions in the form of after-tax service credit
buybacks made to UCRP that are accounted for on a monthly basis
during a Plan Year, if any;

(i) The dollar amount of total investment rate of return from the market value of
the Retained Segment assets that are invested in the UCRP portfolio accrued
on a monthly basis during the Plan Year;



(iv)

W)

(vi)

Benefits disbursed on a monthly basis from the Retained Segment during the
Plan Year, including return of accumulated employee contributions;

Administrative expenses, excluding any expense specifically allocated to a
segment, paid from the trust allocated to the Retained Segment in the same
proportion that the market value of assets assigned to the Retained Segment
bears to the market value of the total UCRP on a monthly basis during the
Plan Year. Specific expenses will be directly charged to the Retained
Segment as provided for in subsection 5(h) of Appendix T in addition to the
proportionate share of expenses; and

Market value of assets at the end of the Plan Year = [subparagraphs (i) + (ii) +
(i11) - (iv) - (v)]. The annual accounting shall commence as of June 1, 2006
with the Contract Service Assets priced as of May 31, 2006, and as provided
in the Pricing Procedures, and thereafter as of the end of each Plan Year.

(b)  Reporting requirements for Retained Segment.

The following reports will be submitted by UC to DOE/NNSA:

(1)

(i)

The annual actuarial valuation for the UCRP and an addendum report
including such information for the Retained Segment that the DOE may
reasonably request will be submitted within six months of the end of the Plan
Year. Ata minimum, the addendum report will include: a statement of the
Actuarial Accrued Liability (Funding Target) for the Retained Segment;
calculation of the Required Contribution for the subsequent Plan Year
(including the Shortfall Amortization Charge and the amount necessary to
meet “current obligations”); a schedule of each Shortfall Amortization Base, if
any, and its date, original amount and Shortfall Amortization Installment; a
demographic summary of data for the members in the Retained Segment; an
itemization of the changes in the numbers of members in the Retained
Segment during the Plan Year; a development of the Funding Shortfall for the
Plan Year, if any; a statement of the market value of assets for the Retained
Segment; an itemized cashflow for the assets of the Retained Segment;
calculation of the Actuarial Value Assets; definition of pension terms used in
the addendum report; a statement of actuarial assumptions and methods; a
summary of UCRP provisions; and a statement of the changes, if any, in
benefits, assumptions or methods since the last report.

A copy of the Financial Accounting Standards Board Statement 87 report
prepared each year to satisfy the expense-reporting requirement of the Office
of Management and Budget. The report will be provided by the date requested
by DOE/NNSA.



(1i1)  UC shall provide a report of an annual, full-scope audit of UCRP by an
outside independent auditor within seven months after the end of the Plan
Year to which the audit applies.

Section 5 — Administration of the Retained Segment

(a) Any disputes that may arise under this Appendix, including its Attachment and the
Exhibits thereto, are subject to the DISPUTES clause of the Contract.

(b) The Retained Segment will remain within UCRP, consistent with the terms of the
Contract.

(c) UC will continue to provide an annual addendum report on the Retained Segment as
described in subsection (4)(b). As part of that report, the Regents’ actuary will calculate any
Required Contribution.

(d) Subject to subsections (¢) and (f), DOE/NNSA acknowledges and agrees that the
Regents are authorized and expected to administer the UCRP and its trust fund as fiduciaries
of the UCRP.

(e) Notice

1) In addition to the advance notice and approval from DOE/NNSA required
pursuant to subsection (5)(f), UC will notify DOE/NNSA prospectively of each
change to the UCRP that could have a significant impact on current or future
DOE/NNSA funding or liabilities. Changes covered by this provision include any
change to a benefit, right or feature of the UCRP and any change to a funding method
or assumption. A significant impact is a change that requires the approval of the
Regents. DOE/NNSA will also be given prospective notice of any changes in the
scope of the administration of the Retained Segment that requires a change in the
administration costs of five percent or more. Changes in administration costs
resulting directly from normal inflation in administration costs or pursuant to specific
requests from DOE/NNSA do not require notice.

(i)  Prospective notice will be provided to DOE/NNSA for each change requiring
prospective notice as described in this section, including any changes to non-
DOE/NNSA-reimbursed segments of UCRP. For purposes of this section,
prospective notice on a change that requires prior regental approval shall mean
written notice, including a copy of the proposed change by the Regents as trustees of
UCRP, at least thirty (30) days in advance of approval of each change to UCRP.
With respect to changes in the scope of administration of the Retained Segment,
prospective notice shall be included in the annual addendum report for the Retained
Segment.



) Any UCRP proposal that:

(1) 1s specific to the Retained Segment, or specific to the Retained Segment and
any future retained segment associated with the Lawrence Livermore National
Laboratory; or

(i)  would increase pension liabilities for the Retained Segment beyond what is
approved for UCRP members generally or would have a significant and differential
impact on the Retained Segment than on the UCRP generally; or

(ii)  changes an asset allocation or adopts actuarial assumptions or methods for the
Retained Segment differently than for UCRP members generally; or

(iv)  involves ad hoc adjustments to the benefits of Retained Members or
Beneficiaries, even if proposed for all UCRP members and beneficiaries

is subject to approval in advance by the DOE/NNSA Contracting Officer, which approval for
subsections (1)-(iii) will not be unreasonably withheld. In addition, the DOE/NNSA
Contracting Officer shall not withhold approval for changes under subsections (ii) and (iii)
above resulting from a court order requiring or directing UC to make such change.
DOE/NNSA shall make a good faith effort to respond to a request by UC under this sectlon
within 90 days after receipt of such request.

(2) The provisions of Clause H.008 (b) (1)-(5) and (b)(8) and (d) are replaced by section
4 and subsections (5) (e) and (f) of this Appendix T.

(h) Subject to the other provisions of this Contract, including the cost principles
contained in this Contract, the reasonable costs of planning for and implementing the division
of assets between UCRP and the LANS Plan, and administering the Retained Segment will
be reimbursed to UC through a charge to the Retained Segment to the extent legally
permissible; provided, however, that any losses or penalties which cannot be charged to the
Retained Segment and which DOE/NNSA is required to reimburse UC pursuant to the Asset
Transfer Agreement, Clause (b) (6), will be separately invoiced.

(1) As the size of the Retained Segment begins to significantly decline, if requested by
DOE/NNSA and legally permissible, the Retained Segment will be spun off from UCRP to
be terminated after the death of the last Retained Member or Beneficiary. An amount
equivalent to any Contract Service Assets remaining after satisfaction of all liabilities and
obligations of the Retained Segment, less costs of liquidation, plus interest at the then-current
rate established for a one-year Treasury bill as published by the Federal Reserve calculated



from the date of plan termination to the payment date, will be paid to DOE/NNSA or as
directed by DOE/NNSA, if approved by the Internal Revenue Service.

IN WITNESS WHEREOF, the Parties have executed this Appendix T as of the date(s)
indicated below.

DEPARTMENT OF ENERGY/NATIONAL NUCLEAR SECURITY ADMINISTRATION

o Dl

David O. Boyd

Title: Director
Office of Acquisition and Supply Management

Date: ‘?//7/20" 7

THE REGENTS OF THE UNIVERSITY OF CALIFORNIA

%w@(ﬁz

th W. Boyette

Title: Assoc1ate Vice President
Human Resources and Benefits

Date: 3/[9/@7

Attachment:

“Agreement Between the Department of Energy/National Nuclear Security
Administration and the Regents of the University of California Concerning the
Transfer of Assets and Liabilities From the University of California Retirement Plan
to the Los Alamos National Security LLC Defined Benefit Pension Plan”
(Attachment 1)(Asset Transfer Agreement), with the following exhibits:

(1) June 1, 2006, Los Alamos National Laboratory Special Interim
Addendum Report (Exhibit 1)(Actuarial Valuation).

(11) Proposed Approach for Asset Allocation for Transfer to the LANS
Plan (Exhibit 2)(Asset Allocation).



(1)  Pricing Procedures for Asset Classes Held in the UCRP (Exhibit
3)(Pricing Procedures).

(iv)  Estimated Asset Transfer Amount (Exhibit 4)(Estimation).
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Attachment 1 to Appendix T

(a)

AGREEMENT BETWEEN

THE DEPARTMENT OF ENERGY/NATIONAL NUCLEAR SECURITY

ADMINISTRATION AND

THE REGENTS OF THE UNIVERSITY OF CALIFORNIA

CONCERNING
THE TRANSFER OF ASSETS AND LIABILITIES

FROM THE UNIVERSITY OF CALIFORNIA RETIREMENT PLAN

TO THE LANS DEFINED BENEFIT PENSION PLAN

General.

(1)

@)

()

4

The “Parties” means the Department of Energy, through the National
Nuclear Security Administration (DOE/NNSA), and the Regents of the

. University of California (UC).

The “Asset Transfer Agreement” means this Agreement between the
Department of Energy/National Nuclear Security Administration and the
Regents of the University of California concerning the Transfer of Assets
and Liabilities from the University of California Retirement Plan to the
LANS Defined Benefit Pension Plan.

Pursuant to Clause H.008 of the Contract, the assets and liabilities
associated with the Los Alamos National Laboratory Segment (LANL
Segment) of the University of California Retirement Plan (UCRP) have
been accounted for separately each year by the Regents’ actuary since the
early 1990s at the request of DOE/NNSA.

During the transition to management of Los Alamos National Laboratory
(LANL) by Los Alamos National Security, LLC (LANS), employees of
UC at LANL on May 31, 2006, who were either active, or rehired and
reinstated as members of the UCRP could elect to participate in the LANS
Defined Benefit Pension Plan (LANS Plan) so that benefit liabilities under
the UCRP attributable to service prior to June 1, 2006, would be
transferred from the UCRP to the LANS Plan effective June 1, 2006.
Such individuals are collectively referred to as “Transferring Employees.”
The benefit liabilities transferred exclude any liabilities for Capital
Accumulation Provision (CAP) accounts. The benefit liabilities
transferred also exclude liabilities for benefits assigned by a qualified
domestic relations order (QDRO) to a former spouse of an employee who
elected to participate in the LANS Plan if the former spouse elected on or
before June 30, 2007, pursuant to procedures established by LANS and
UC, to retain his or her interest in UCRP. Collectively the excluded
liabilities for CAP accounts and for alternate payees under QDROs who



(b)

®)

©)

themselves elect to retain their interest in the UCRP shall be referred to as
“Excluded Liabilities.”

Under the terms of the LANS Plan, as adopted by LANS on September
13, 2006, Transferring Employees began accruing benefits under the terms
of the LANS Plan starting June 1, 2006. As provided in the LANS Plan,
these individuals are also eligible to receive benefits under the LANS Plan
attributable to service credited under the UCRP for employment prior to
June 1, 2006, based upon the benefit provisions, payment options, and
other terms of the LANS Plan. Transferring Employees waived any rights
they might have had to benefits under the UCRP, except the Excluded
Liabilities, which remain payable from the UCRP.

The definitions set forth in Section 2 of Appendix T are applicable to this
Asset Transfer Agreement, except as may be specifically provided in this
Asset Transfer Agreement.

For and in consideration of the mutual understandings expressed herein,

DOE/NNSA agrees and represents as follows:

(D

@

®

The date of the transfer of assets and liabilities pursuant to this Asset
Transfer Agreement from the UCRP to the LANS Plan will be on or about
April 2, 2007 (Asset Transfer Date), provided that DOE/NNSA provides
UC with executed copies of this Asset Transfer Agreement and the
agreement set forth in Appendix T to the Contract between UC and
DOE/NNSA to define DOE/NNSA'’s ongoing obligation to reimburse UC
for contributions to the UCRP attributable to the Retained Segment no
later than March 26, 2007.

DOE/NNSA will work with the Internal Revenue Service (IRS) to
facilitate regulatory approval for the transfer of assets and liabilities
described below from the UCRP to the LANS Plan.

DOE/NNSA will provide UC with the following —

(1) As agreed to by LANS, a copy of the application submitted by
LANS on January 31, 2007, to the IRS for a Favorable
Determination Letter that the LANS Plan satisfies the requirements
of Section 401(a) of the Internal Revenue Code of 1986 (Code),
including the requirements of the Economic Growth and Tax
Relief Reconciliation Act (EGTRRA) and all other applicable
requirements, including those documented in the Cumulative List
in Notice 2005-101. In that application, LANS also requested a
determination that the LANS Plan's associated trust is tax-qualified
within the meaning of Code section 501(a).



(i)

(iii)

LANS’ agreement to make any modifications requested by the IRS
as required to obtain a Favorable Determination as to the qualified
status of the LANS Plan, and an opinion provided by LANS to
DOE/NNSA from counsel for LANS that the LANS Plan is
qualified under Section 401(a) of the Internal Revenue Code
(Code) as to form, that its trust is exempt from taxation under
Section 501(a) of the Code.

LANS’ agreement to return the Asset Transfer Amount (as defined
in clause (d)(2) below) and the remaining liabilities for service
under the UCRP prior to June 1, 2006, to the UCRP to the extent
legally permissible (a) if LANS is unable to obtain a Favorable
Determination from the IRS on the form of the LANS Plan; (b) if
LANS, with the facilitation of DOE/NNSA, as described above, is
unable to obtain IRS approval for the asset and liability transfer to
the LANS Plan; or (c) if so ordered by a court of competent
jurisdiction. To the extent legally permissible, such agreement will
provide that: :

A. The assets so returned to the UCRP shall be the Asset
Transfer Amount adjusted by benefit distributions from the LANS
Plan attributable to service credit earned prior to June 1, 2006, to
the extent transferred to the LANS Plan, and an allocable share of
the investment return and expenses incurred during the period from
the Asset Transfer Date to the date the assets are returned to the
UCRP.

B. The allocable share of expenses to be offset against the
assets returned to UCRP shall be an amount equal to the
administrative expenses, excluding investment expenses, incurred
during the period from the Asset Transfer Date to the date the
assets are returned to the UCRP, multiplied by the ratio of the
liability of the Transferring Employees to the total liability of the
LANS Plan on the Asset Transfer Date.

C. Solely for the purpose of calculating the ratio in B. above,
the liability shall be based on the current liability under Code
section 412(1) using the LANS Plan assumptions for current
liability for the LANS plan year containing the Asset Transfer
Date.

D. The allocable share of the investment return added to (or
subtracted from) the assets returned to UCRP shall be determined
in accordance with applicable fiduciary duties by applying the total
rate of investment return, net of investment expenses, of the LANS
Plan (during the period from the Asset Transfer Date to the date
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(iv)

v)

(vi)

(vii)

the assets are so returned to the UCRP) to the Asset Transfer
Amount adjusted by benefit distributions attributable to service
credit earned prior to June 1, 2006 and the allocable share of
expenses determined above.

E. The liabilities so returned to the UCRP shall be adjusted by
benefit distributions attributable to service credit earned prior to
June 1, 2006, to the extent of the liabilities transferred to the LANS
Plan and the obligations incurred by LANS on behalf of members
of the LANS Plan under the LANS Defined Benefit Eligible
Survivor Income Program and the LANS Defined Benefit Eligible
Disability Program.

LANS’ agreement to cooperate with DOE/NNSA and UC in
finalizing the data and reconciliations to support any adjustments
in the amount of assets transferred from the UCRP to the LANS
Plan that may be necessary after the Asset Transfer Date and to
assume full responsibility for payment of premiums to the Pension
Benefit Guaranty Corporation for the LANS Plan and the LANS
Plan's compliance with the requirements of the Code.

LANS’ agreement that it has been given an adequate opportunity
to review the proposed allocation of assets to be transferred from
the UCRP to the LANS Plan, that it agrees that the valuation
approach to be used with respect to the assets transferred is
reasonable, and that it agrees to direct the trustee of the LANS Plan
to accept the Asset Transfer Amount into the LANS Plan as of the
Asset Transfer Date.

LANS’ agreement that it will maintain the special schedule (or the
data necessary to create the special schedule) as required by Code

section 414(1), and that it will file IRS Form 5310-A to this effect

for the merger of the assets and liabilities into the LANS Plan.

LANS’ agreement that, upon transfer of the Asset Transfer
Amount from the UCRP to the LANS Plan in accordance with this
Asset Transfer Agreement, all liabilities of the UCRP, UC and the
Regents for the benefits under the UCRP attributable to service
prior to June 1, 20006, associated with the Transferring Employees
- with the exception of Excluded Liabilities retained in the UCRP
- will be extinguished.

Based upon representations made by UC and its actuaries as set forth in
subparagraph (c) of this Asset Transfer Agreement, DOE/NNSA accepts
that the difference between the Contract Service Assets for the LANL
Segment (priced as of May 31, 2006 as provided in the Pricing
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Procedures, Exhibit 3, to this Attachment) ($4,448,574,090) as provided in
the Actuarial Valuation (Exhibit 1) and the value as of May 31, 2006, of
the labilities retained in the Retained Segment ($3,169,811,239) as
provided in the Actuarial Valuation was $1,278,762,851 (Formula
Amount).

DOE/NNSA agrees that upon transfer of the Asset Transfer Amount from
the UCRP to the LANS Plan and subject to any adjustments made
pursuant to the terms of subparagraphs (d)(3) and (4) of this Asset
Transfer Agreement, UC will have satisfied its responsibilities to transfer
assets and liabilities from the UCRP to the LANS Plan pursuant to clause
H.008 paragraph (f).

The costs, expenses, losses and penalties that the UCRP or UC reasonably
incurs, as a direct result of the transfer of assets and liabilities from the
UCRP to the LANS Plan as provided for in this Asset Transfer
Agreement, including transaction costs associated with rebalancing the
investments in the UCRP, will be assessed as costs of the Retained
Segment to the extent permissible or, if not, separately invoiced. “Costs”
for these purposes do not include losses on the value of assets sold in the
rebalancing of investments. "Penalties" for these purposes are limited to
those assessed to the UCRP, UC or one or more of the fiduciaries of the
UCRRP as a direct result of performing those acts in conformance with the
terms of this Asset Transfer Agreement.

If LANS returns the Asset Transfer Amount pursuant to the LANS
agreement described in subparagraph (b)(3)(iii) of this Asset Transfer
Agreement, and the rate of return on investments in the LANS Plan is less
than the rate of return on investments in the UCRP for the period
beginning on the Asset Transfer Date and ending on the date assets are
returned to the UCRP, an amount equal to the excess of the UCRP rate of
return over the LANS Plan rate of return times the Asset Transfer Amount
will be treated as a reimbursable cost to the extent that if, after taking into
account the assets and the liabilities returning to the Retained Segment,
such transfer would leave the Retained Segment with a Funding Shortfall.

(c) For and in consideration of the mutual understandings expressed herein, UC

agrees and represents as follows:

(h

UC submitted an application to the IRS on June 17, 1999, for a Favorable
Determination Letter that the UCRP, as amended, continues to satisfy the
requirements of Code section 401(a). The request has been held at the
National Office of the IRS pending resolution of certain issues concerning
cash balance plans. UC recently received notification that its request is
now being considered and UC is committed to maintaining the tax-
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3)

(4)

)

(6)

(7

qualified status of the UCRP. A Favorable Determination Letter from the
IRS was previously issued on the UCRP in 1997.

UC will make any amendments to the UCRP necessary to obtain a
Favorable Determination Letter from the IRS. Prior to the execution of
this Asset Transfer Agreement, UC will provide an opinion from counsel
for UC that the UCRP as amended for General Agreements on Tariffs and
Trade, Uniformed Services Employment and Reemployment Rights of
1994, Small Business Job Protection Act, The Taxpayer Relief Act of
1997 (GUST) changes and as may be requested by the IRS is qualified
under Section 401(a) of the Code as to form, its trust is exempt from
taxation under Section 501(a) of the Code, and UC will make any
amendments requested by the IRS as required to obtain a determination
that the form of the UCRP continues to satisfy the requirements of Code
section 401(a).

In accordance with clause H.008 paragraph (f)(2)(i) as modified by
subparagraph (d)(1)(ii) of this Asset Transfer Agreement, UC has
determined that, priced as of May 31, 2006, as provided in the Pricing
Procedures, the total market value of the assets allocated to the LANL
Segment was $4,448,574,090 on May 31, 2006.

In accordance with clause H.008 paragraph (£)(2)(1), UC has determined
that, as of midnight Pacific time on May 31, 2006, the liabilities associated
with the LANL Segment for benefits under the UCRP attributable to
service at LANL prior to June 1, 2006, that are retained in the LANL
Segment, including the Excluded Liabilities, were $3,169,811,239.

In accordance with clauses H.008 paragraphs (f)(2) and (3) as modified by
subparagraph (d)(1)(ii) of this Asset Transfer Agreement, UC has
determined that, priced as of May 31, 2006, and as provided in the Pricing
Procedures, the difference between the Contract Service Assets of the
LANL Segment as reflected in the Actuarial Valuation and the value of
the liabilities of the Retained Segment as reflected in the Actuarial
Valuation was $1,278,762,851 (Formula Amount).

UC represents that the Asset Transfer Amount will be calculated and
determined as provided in subparagraph (d)(2) of this Asset Transfer
Agreement.

UC agrees that, upon the transfer to the LANS Plan of the Asset Transfer
Amount and the liabilities under the UCRP associated with the benefits of
the Transferring Employees, the liabilities under the UCRP associated
with the benefits of such individuals (with the exception of the Excluded
Liabilities retained in the UCRP) and the liabilities and responsibilities of
DOE/NNSA for reimbursement of such liabilities under the UCRP will be
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extinguished except to the extent that such liabilities may be returned to
the UCRP as described in subparagraph (b)(3)(iii) above.

Prior to the Asset Transfer Date, UC’s enrolled actuaries will certify that,
although the UCRP is not subject to the requirements of Code sections
401(a)(12) and 414(1) because the UCRP is a governmental plan as
defined in Code section 414(d), if Code section 414(1) did apply to the
spin off of assets and liabilities from the UCRP to the LANS Plan, the
transfer of the Asset Transfer Amount as defined in subparagraph (d)(2)
would comply with Code section 414(1) regarding the minimum level of
assets to be transferred to the LANS Plan to cover the liabilities
transferred and that UC will submit an IRS Form 5310-A to that effect for
the spin off of assets and liabilities from the UCRP.

In accordance with Clause H.008, paragraph (f) and upon UC’s receipt of
the documents and representations set out in subparagraph (b) of this
Asset Transfer Agreement, UC agrees to transfer the Asset Transfer
Amount from the UCRP to the LANS Plan as of a date no later than the
Asset Transfer Date; provided, however, that the transfer will be
accomplished with an allocation of cash and an allocation of securities
mutually agreed upon by the DOE/NNSA, LANS, and UC as set forth in
Exhibit 2 attached to and made a part of this Asset Transfer Agreement.

UC will cooperate with DOE/NNSA and LANS to determine and
reconcile the Final Transfer Amount and the final liability transfer amount
from the UCRP to the LANS Plan in accordance with the terms of this
Asset Transfer Agreement and applicable law. UC further agrees to
cooperate with DOE/NNSA and LANS in finalizing the data and
reconciliation to support any adjustments in the amount of assets and
liabilities transferred from the UCRP to the LANS Plan that may be
necessary after the Asset Transfer Date.

UC hereby agrees to provide data, documentation, and records reasonably
requested for and on behalf of the LANS Plan for the proper
establishment, maintenance and administration of the LANS Plan.

UC hereby agrees that, if — in accordance with paragraph (b)(3)(iii) of this
Asset Transfer Agreement — LANS returns the Asset Transfer Amount (as
adjusted pursuant to paragraphs (b)(3)(iii) and (d)(3) of this Asset Transfer
Agreement) and the remaining habilities for service under the UCRP prior
to June 1, 2006, to the UCRP, the UCRP will accept those assets and
liabilities to the extent legally permissible.



(d) For and in consideration of the mutual understandings expressed herein, UC

and DOE/NNSA agree as follows:

(D

@

3)

Formula Amount

(1) The Parties are mutually relying upon obtaining approval from the
IRS for the Formula Amount.

(11)  The Formula Amount ($1,278,762,851) was determined based
upon the Actuarial Valuation as of May 31, 2006, the effective
date of disaffiliation, instead of the last business day of the
calendar quarter which ended coincident with, or next preceding,
the effective date of disaffiliation as had been provided in Clause
H.008 Paragraph (f)(2) of the Contract.

Asset Transfer Amount

The Asset Transfer Amount is the Formula Amount adjusted to the Asset
Transfer Date to reflect the following factors occurring during the period
beginning June 1, 2006, and ending on or near the Asset Transfer Date:
the portion of the total return earned by the UCRP portfolio allocable to
the Formula Amount of the LANL Segment; administrative expenses
allocable to the Formula Amount of the LANL Segment; buybacks for the
UCRP service credit attributable to the Formula Amount of the UCRP
benefits of Transferring Employees (apart from the CAP accounts); and
any interim distributions agreed to by DOE/NNSA from the UCRP made
to the LANS Plan and/or to LANS Plan members or their beneficiaries or
alternate payees pursuant to a QDRO. See Exhibit 4 estimating the Asset
Transfer Amount, based upon preliminary accounting through February
28, 2007, to be modified on or about April 15, 2007, upon determination
of the actual value at the Asset Transfer Date. Any losses or penalties that
cannot be charged to the Retained Segment and which DOE/NNSA is
required to reimburse UC pursuant to this Asset Transfer Agreement or
Appendix T will be separately invoiced.

Final Transfer Amount

UC and DOE/NNSA acknowledge and agree that the Asset Transfer
Amount transferred on the Asset Transfer Date may need to be
subsequently adjusted to reflect — with respect to certain assets — final
eamings figures and other final performance numbers that may be
received by UC after the Asset Transfer Date, other investment-related
adjustments and any data corrections related to the calculations supporting
the Asset Transfer Amount but not available on the Asset Transfer Date as
well as to make any adjustments necessary to obtain appropriate
regulatory approval. Any additional transfers of assets between the UCRP
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and the LANS Plan as may be needed to make such adjustments will be
made as soon as practicable following the Asset Transfer Date.

Corrections

The Parties agree that UC will provide prompt notice of any errors or
omissions in data used to calculate the Asset Transfer Amount discovered
after the Asset Transfer Date that would have had an effect on the Asset
Transfer Amount had such error or omission been recognized prior to the
Asset Transfer Date. The Parties shall determine how to correct the error
or omission with as minimum an administrative burden on the Parties as
possible.

Third Party Beneficiaries

This Attachment, including its Exhibits, is for the exclusive benefit and
convenience of the Parties hereto.. Nothing contained herein shall be
construed as granting, vesting, creating or conferring any right of action or
any other right or benefit upon past, present or future employees of the
Contractor, upon any participants or beneficiaries of the UCRP, as
amended from time to time, or upon any other third party.
Notwithstanding the foregoing and Section 1(d) of Appendix T, LANS
may rely on the representations made by UC in subparagraph (c) of this
Asset Transfer Agreement provided that LANS has entered into an



enforceable agreement with the DOE/NNSA providing that UC may rely
on the representations provided by LANS described in subparagraphs
(b)(3) of this Asset Transfer Agreement.

IN WITNESS WHEREOF, the Parties have executed this Asset Transfer Agreement as
of the date(s) indicated below.

DEPARTMENT OF ENERGY/NATIONAL NUCLEAR SECURITY
ADMINISTRATION

o Nl 040

David O. Boyd

Title: Director
Office of Acquisition and Supply Management

Date: 3/{ 1 /10"7

THE REGENTS OF THE UNIVERSITY OF CALIFORNIA,
FOR THE UNIVERSITY OF CALIFORNIA

WA ot L) B gt

Title: %S@c@@ \/o(’,é ;D fng“
Date: 3// 49 /0 P

Exhibits:

(1) June 1, 2006, Los Alamos National Laboratory Special Interim Addendum
Report (Exhibit 1)(Actuarial Valuation).

(i) Proposed Approach for Asset Allocation (Exhibit 2) for Transfer to the
LANS Plan (Exhibit 2)(Asset Allocation).

(1) Pricing Procedures for Asset Classes Held in the UCRP (Exhibit
3)(Pricing Procedures).

(iv)  Estimated Asset Transfer Amount (Exhibit 4)(Estimation).
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120 Montgomery Street, Suite 500 San Francisco, CA 94104
T415.263.8200 F 415.263.8290 www.segalco.com

February 15, 2007

Ms. Judith W. Boyette

* Associate Vice President, Human Resources and Benefits
University of California

1111 Franklin Street, 7" Floor

Oakland, California 94607-5200

Dear Associate Vice President Boyette:

We are pleased to submit this Actuarial Valuation Report as of June 1, 2006 JSor the University of California Retirement Plan (“UCRP" or
“Plan”). It summarizes the actuarial data used in the valuation, includes results both before and after reflecting the transfer elections and
analyzes the preceding year's experience for Los Alamos National Laboratory.

The census and unaudited financial information on which our calculations were based was provided by the UC HR/Benefits Staff. That

assistance is gratefully acknowledged. The actuarial calculations were completed under the supervision of John Monroe, ASA, MAAA, Enrolled
Actuary.

This actuarial valuation has been completed in accordance with generally accepted actuarial principles and practices. To the best of our
knowledge, the information supplied in this actuarial valuation is complete and accurate. Further, in our opinion the assumptions as approved
by the Regents are reasonably related to the experience of and future expectations for the Plan.

We look forward to reviewing this report and to answering any questions.

Sincerely,
THE SEGAL COMPANY ‘
By: '
Paul Angelo, FSA, EA, MAAA John Monroe, ASA, EA, MAAA
Senior Vice President and Actuary Associate Actuary !

JZM/hy
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SECTION 1:  Executive Summary for the University of California Retirement Plan — Los Alamos National Laboratory

Purpose

This special addendum report presents the results for Los Alamos National Laboratory (LANL) of the June 1, 2006 actuarial
valuation of the University of California Retirement Plan (UCRP). Results from the prior valuation are shown for comparison.
The report is published for the purpose of complying with the requirements of Contract No. W-7405-ENG-36 (Contract 36),
Modification No. M602. The report is based on the procedures specified in Modification No. M602.

Contributions

The Department of Energy (DOE) has agreed to fund the employer cost of UCRP at the contribution rates established from
time to time by the Regents, as long as the contributions do not exceed the full funding limit defined in the Internal Revenue
Code, Section 412. This interim valuation report does not calculate recommended contributions.

Significant Issues in Valuation Year

LOS ALAMOS NATIONAL LABORATORY TRANSFER OF ASSETS AND LIABILITIES

o The University of California contract to manage the Los Alamos National Laboratory (LANL) expired on May 31, 2006.
The Department of Energy (DOE) executed a new management and operations contract effective June 1, 2006 with Los
Alamos National Security, LLC (LANS). Under the terms of the LANS contract, LANS will sponsor a defined benefit
pension plan that is substantially equivalent to the provisions of the UCRP. Assets and liabilities will be transferred from
UCRP to the LANS defined benefit plan for the LANL employees who elected to transfer to the new plan, provided the
necessary and advisable rulings on the plans and proposed transactions are obtained from the appropriate regulatory
agencies. ‘

e There are 6,532 active members who elected to transfer to the LANS defined benefit plan. Their actuarial accrued liability
as of June 1, 2006 is approximately $1.4 billion, excluding the liability for their CAP benefits that will be retained by
UCRP. This liability is reflected in our valuation results and included with the UCRP active member liabilities. This
liability is based on the current UCRP actuarial assumptions, methods and plan provisions. The liability for these members
as determined for the LANS defined benefit plan will almost certainly be different, as it will be based on the LANS benefit
provisions and the actuarial assumptions and methods used by the LANS actuary.
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1

Significant Issues in Valuation Year (continued)

« The LANL transfer elections reflected in this valuation are based on the transfer election data provided by the University

as of August 24, 2006. There were minor changes to this information made later, but we do not believe these changes have
a material impact on the valuation results. ‘

e The amount of assets to be retained in UCRP for LANL members who have retired or are inactive, and the amount of the
assets that will be transferred to the LANS defined benefit plan for the transitioning employees who elected to participate
in the LANS defined benefit plan will follow the “A —B” formula listed in Contract 36, Clause H. “A” represents the
market value of UCRP assets associated with UCRP members’ LANL service during the performance of Contract 36 and
is $4.449 billion. “B” represents the liability associated with those LANL members who are retired or inactive and
retained by UCRP and is $3.170 billion. The amount pf assets as of June 1, 2006 to be transferred from UCRP to the

" LANS defined benefit plan is “A —B”, or $1.279 billion. The amount to be transferred will be adjusted for investment
return, allocable expenses and any other appropriate adjustments through the anticipated transfer date of early April 2007.

e While this valuation includes results reflecting the LANL transfer elections, it does not reflect the actual transfer of assets
and liabilities to the LANS defined benefit plan. This means that the results of this valuation include liabilities even for
members who have elected to transfer to the LANS defined benefit plan. As noted above, we have continued to value
these members as active UCRP members and their liabilities are shown as active in the results. LANL employees who
elected not to transfer to the LANS defined benefit plan are included in the valuation results either as terminated vested or
nonvested members. Consistent with current practicé, for those terminated members who were eligible for retirement, we

have assumed a July 1, 2006 commencement date for their retirement benefits.
ASSETS

e During the July 1,2005 through May 31, 2006 period, the rate of return on the unaudited market value of assets was 7.2%.
Due to the recognition of prior investment losses, the rate of return on the actuarial value of assets was 5.5%, which is
below the expected annual return of 7.5% (6.9% for‘j;an 11-month period).

FUNDED RATIO

e The funded ratio for LANL’s portion of the Plan on'an actuarial basis decreased from 99% as of July 1, 2005 to 92% as of
May 31, 2006 before reflecting elections and 94% as of May 31, 2006 after reflecting elections. The LANL portion of the
Plan remains in an underfunded position as the actuarial accrued liability exceeds the actuarial value of assets by $357
million as of June 1, 2006 before reflecting elections and $261 million as of June 1, 2006 after reflecting the transfer
elections. "
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Significant Issues in Valuation Year (continued)

FUTURE EXPECTATIONS

DEMOGRAPHIC EXPERIENCE

No contributions were recommended for the 2005-2006 Plan Year. This was due to the application of the full funding
policy that the Regents adopted in 1990. Member contributions are all currently being redirected to the UC Defined
Contribution Plan. It is expected that UCRP’s surplus ‘will run out in the next few years and may run out as soon as July 1,
2008. '

Prior to reflecting the LANL transfer elections, the ny mber of UCRP active members considered LANL employees for
valuation purposes decreased by 1.6% from 9,730 as bf July 1, 2005 to 9,570 as of June 1, 2006. Total covered payroll
increased by 3.0%, to a level of $869.9 million. As of June 1, 2006, LANL has 4,552 members currently receiving
benefits, an increase of 12.1% from 2005. Total annual benefits in pay status increased by 21.8%, to a level of

$161.1 million. There are also 1,780 terminated me bers who are entitled to future benefits. Within this group of
terminated members, there are 992 terminated vested members who are entitled to a deferred or immediate vested monthly
benefit and 788 terminated nonvested members who hre entitled to a refund of member contributions or payment of their
Capital Accumulation Provision (CAP) balance.

The LANL transfer elections showed the following:

> There were 6,532 active members who ected to transfer to LANS. As described earlier, we have continued

to value these members as active UCRP inembers.

)

> There were 1,239 active members who lected inactive status and were eligible to retire in UCRP. Consistent
with current practice, we have assumed ) July 1, 2006 commencement date for their retirement benefits.

|
> There were 580 active members who elected inactive status and were vested in UCRP, but not yet eligible to
retire. These members were valued as terminated vested members in this valuation.

> There were 1,219 active members who vere not vested in UCRP and did not elect to transfer to the LANS
defined benefit plan. They are only eligible for a refund of member contributions and CAP balance payment.
These members were valued as termina ed nonvested members in this valuation due a refund of member
contributions and CAP balance payment, if applicable.

it
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]

]
> There were also 20 members who terminated prior to the valuation date and elected to transfer to the LANS
defined benefit plan. These members were valued as either terminated vested or nonvested members in this
valuation, depending on each member’s circumstance.

i
I
i
:
]
1
1

iv
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SECTION 2:  Supplemental Information from the Va
Los Alamos National Laboratory

luation of the University of California Retirement Plan -

EXHIBIT A

Table of Plan Coverage
. Active Members

Year Beginning

After Elections

Before Elections -

Change From

Category June 1, 2006 June 1, 2006 July 1, 2005 Prior Year*
Active members with Social Security: )
Number 6,426 9,164 9,141 0.3%
Average age 434 439 44.0 N/A
Average service credit 8.9 9.6 9.8 «2.0%
Total compensation $574,438,250 $830,882,802 $790,428,327 5.1%
Average compensation $89,393 $90,668 $86,471 4.9%
Active members without Social Security:
Number 106 406 589 -31.1%
Average age 52.9 53.0 53.6 N/A
Average service credit 27.1 257 26.4 -2.7%
Total compensation $9,847,514 $38,978,920 $54,398 045 -28.3%
Average compensation $92,901 $96,007 $92,357 4.0%
All active members:
Number** 6,532 9,570 9,730 -1.6%
Average age 436 443 44.6 N/A
Average service credit 9.2 10.3 10.8 -5.3%
Total compensation $584,285,764 $869,861,722 $844,826,372 3.0%
Average compensation $89,450 $90,895 $86,827 4.7%

* Represents change between “Before Elections” and prior year columns.
** After elections, this represents the active members transferring to the LANS defined benefit plan.



SECTION 2:  Supplemental Information from the Valuation of the University of California Retirement Plan -
Los Alamos National Laboratory

EXHIBIT A

Table of Plan Covérage
ii. Nonactive Members

Year Beginning

After Elections Before Elections Change From

Category June 1, 2006* June 1, 2006* July 1, 2005 Prior Year*
Terminated vested members**:

Number o 2,811 992 969 2.4%

Average age 510 : 48.1 48.0 N/A

Total monthly benefit ' $6,751,523 . $830,764 $785,871 5.7%

Average monthly benefit $2,402 $837 $811 3.2%
Terminated nonvested members**;

Number 2,007 788 ) 700 12.6%

Average member refund and CAP balance $1,294 $2,484 $2,389 4.0%
Retired members:

Number in pay status 3,801 3,801 ' 3,367 12.9%

Average age . 68.0 68.0 68.5 N/A

Total monthly benefit $12,268,769 $12,268,769 $9,981,268 22.9%

Average monthly benefit $3,228 $3,228 $2,964 8.9%
Disabled members:

Number in pay status 217 217 208 4.3%

Average age 54.2 54.2 54.2 N/A

Total monthly benefit $402,801 $402,801 $370,509 8.7%

Average monthly benefit $1,856 $1,856 $1,781 4.2%
Beneficiaries (includes Eligible Survivors,
Contingent Annuitants, and Spouses/Domestic Partners):

Number in pay status 534 534 486 9.9%

Average age 70.2 70.2 ' 69.9 N/A

Total monthly benefit $752,628 $752,628 $669,145 12.5%

Average monthly benefit $1,409 $1,409 $1,377 2.3%

* Benefit amounts have been adjusted for the July 1, 2006 COLA. Represents change between “Before Elections” and prior year columns.

** There are 7 vested members and 13 nonvested members who terminated prior to the valuation date and elected to transfer to the LANS defined benefit
plan.
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SECTION 2: -  Supplemental Information from the Valuation of the University of California Retirement Plan —
Los Alamos National Laboratory

EXHIBIT B
Members in Active Service and Average Compensation as of June 1, 2006*
By Age and Service Credit
i. All Active Members
Service Credit
Age Total 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40 & over
Under 25 352 345 7 . - .- .- -- .- -
$37,360 $37,026 $53,824 -- -- -- - .- - -
25-29 720 628 92 .- -- -- -- - - ..
59,858 60,135 57,968 . -- -- -- .- . -
30-34 . 1,003 720 246 36 1 -- - -- - -
75,106 72,170 83,035 $79,957 $64.217 -- - -- -. -
35.39 1,194 614 387 149 39 5 .- .- Ca .
86,928 76,566 98,789 99,316 87,317 $69,199 - -- .- --
40-44 1,484 517 388 274 171 122 12 -- -- .-
95,834 83,061 102,197 111,979 102,722 86,072 $72,931 -- - -
45 - 49 1,704 470 282 223 260 299 165 5 -- --
© 96,339 82,673 101,551 111,785 109,627 99,972 78,357 $83,217 -- -
50 - 54 1,518 383 194 146 178 275 237 103 2 --
101,332 90,053 104,338 109,325 109,755 113,390 99,300 83,916  $116,520 --
55-59 1,142 274 115 109 113 209 180 121 21 -
106,480 90,065 106,155 101,431 107,889 117,642 119,530 110,274 96,259 .
60 - 64 357 97 49 37 51 56 37 25 5 --
114,138 95,210 117,809 117,931 119,033 118,989 123,640 137,158 127,605 --
65-69 79 25 16 5 4 8 8 7 6 -
124,791 101,740 119,929 128,501 158,128 122,021 129,104 167,104 157,060 -
70 & over 17 4 2 2 3 4 2 -- -- .-
122,436 84,062 127,282 188,130 133,670 105,183 146,298 -- - -
Total 9,570 4,077 1,778 98] 820 978 641 261 34 --
$90,895 $74.220 $97330 _ $107,733  $107,768  $106.920 $101,020  $103,453  $112,790 $0

Average Age: 44.3
Average Service Credit: 10.3

* Reflects data before LANL transfer elections are recognized,
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SECTION 2: - Supplemental Information from the Valuation of the University of California Retirement Plan —
Los Alamos National Laboratory '

EXHIBIT B

Members in Active Service and Average Compensation as of June 1, 2006*
By Age and Service Credit

li. Members with Social Security

Service Credit

Age Total 0-4 5-9 10-14 15-19 20-24 25.29 30-34 - 36-39 40 & over
Under 25 347 340 7 .- .- . .- . - .-
$37,191 $36,849 $53,824 .- - .- - -- .- .-
2529 699 607 92 .- .- -- .- .- .- ..
59,772 60,046 57,968 -- - -- - .. .. .
30-34 984 701 246 36 1 .- - .- .- -
75,100 72,081 83,035 $79,957 $64,217 - .- .a - .-
35-39 1,188 608 387 149 39 5 - - .- -
87,001 76,606 98,789 99,316 87,317 $69,199 .- -- -- --
40-44 1,478 511 388 274 171 122 12 - - .-
95,872 83,020 102,197 111,979 102,722 86,072 $72,931 -- -- .-
45-49 1,695 470 282 223 260 297 159 4 - .-
96,495 82,673 101,551 111,785 109,627 100,060 79,146 $83,171 -- --
5054 1,394 381 194 146 176 265 217 15 . .-
102,951 90,043 104,338 109,325 109,849 114,406 101,183 93,082 -- --
55.59 978 274 113 107 106 190 168 20 -- .-
106,576 90,065 106,308 102,246 109,268 116,781 120,222 131,606 .- -
60 - 64 323 96 48 37 47 55 34 6 -- .-
113,467 94,974 118,699 117,931 120,765 118,520 124,808 172,203 -- .-
65-69 62 22 15 5 4 7 8 -- 1 --
118,865 102,244 119,247 128,501 158,128 121,530 129,104 -- $172,973 --
70 & over 16 4 2 2 3 3 2 -- -- .-
119,893 84,062 127,282 188,130 133,670 85,869 146,298 -- - --
Total 9,164 4,014 1,774 979 807 944 600 45 1 --
$90,668 $74,252 $97.324 $107.835 $108.009 $106,671 $101,970 $115.872 $172.973 30

Average Age: 43.9
Average Service Credit: 9.6
* Reflects data before LANL transfer elections are recognized,
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EXHIBIT B

Members In Active Service and Average Compensation as of June 1, 2006*
By Age and Service Credit

iii. Members without Social Security

Service Credit

Age Total 0-4 5.9 10-14 - 15-19 20-24 25.29 30-34 35-39 40 & over
Under 25 5 5 -- - .- - . - - . .-
$49,062 $49,062 - - -- - -- - - ..
25-29 21 21 - -- -- -- -- -- - .-
. 62,708 62,708 -- .- -- . -- .- .- -
30-34 19 19 - -- -- S -- -- -- -
75,434 75,434 -- -- - -- - - .- --
35-39 ‘ 6 6 - .- . -- -- .- - -
72,534 72,534 - -- -- - -- - - ..
40-44 6 6 -- -- -- -- - .- .- --
86,511 86,511 -- - -- -- -- -- .- --
45-49 9 -- -- .- -- 2 6 1 -- .
66,868 -- -- -- -- $86,883 $57,442 $83,401 - --
50 - 54 124 2 -- -- 2 10 20 88 2 --
83,135 91,853 - - $101,453 86,451 78,872 82,354  $116,520 --
55-59 164- . T2 2 7 19 12 101 21 -
105,909 -- $97,530  $57,830 87,009 126,253 109,846 106,049 96,259 --
60 - 64 34 ] 1 -- 4 1 3 19 5 .-
120,515 117,861 75,062 -- 98,693 144,826 110,402 126,092 127,605 -
65-69 17 3 1 -- - 1 - 7 5 -
146,405 98,048 130,168 -- -- 125,459 -- 167,104 153,878 --
70 & over “ 1 - - -- -- 1 - -- - .
163,124 -- -- .- - 163,124 - -- -- -.
Total 406 63 4 2 13 34 41 216 33 -
$96.007 $72,149  $100,072 $57,830 $92,826  $113.838 $87.108  $100,032 _ $110.966 30

Average Age: 53.0
Average Service Credit: 25.7
* Reflects data before LANIL transfer elections are recognized.
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EXHIBIT C

Members and Beneficiaries in Pay Status and Average Monthly Benefit as of June 1, 2006*

Years Since Retirement

Ag e Total 0-4 5-9 10-14 15-19 20-24 25 & Over

0-—-49 76 29 34 10 2 - 1

$1,440 $1,706 $1,328 $1,342 $714 - $17

50-~59 719 540 128 44 5 1 i
2,635 3,002 1,637 1,317 881 557 852

60-61 345 232 69 42 1 | -
3,930 4,984 2,253 951 4,068 160 -

62-63 494 303 94 91 6 - -
3,948 5,168 2,695 1,335 1,556 - ~

6465 421 159 148 100 13 1 -
3,494 4,822 3,505 1,758 706 593 -

6667 425 75 188 135 26 1 -
3,319 4,652 3,863 2,267 1,059 1,568 -

6869 413 55 117 190 48 3 -
3,229 5,446 3,359 2,963 1,602 487 -

7071 323 13 43 188 79 - -
3,004 4,267 2,782 3,507 1,718 - -

72-73 294 5 19 151 115 4 -
2,699 4,698 2,222 3,286 1,975 1,110 -

74 & over 1,042 6 39 181 510 226 80
1,768 3310 1,556 2,897 1,933 897 617

Total - 4552 1417 879 1,132 805 237 82

$2,885 $4.169 $2.871 $2,613 $1.840 $893 $612

Average Age: 67.6

Average Years Since Retirement: 9.9

* Excludes temporary Social Security Supplement and adjustment for July I, 2006 COLA.
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EXHIBIT D

Members with Deferred Benefits and Average Monthly Benefits as of June 1, 2006*

Years Since Termination

Age Total 0-4 5-9 10-14 15-19 20-24 25 & Over
25-29 ~6 4 2 - - .- -
$380 $344 $452 -- -- - -
30-34 32 21 1 - -- -- --
519 536 488 -- - - .
35~39 103 37 57 9 - - -
657 656 658 652 -- -- --
40-44 189 57 94 37 1 .- --
616 733 622 394 $1,725 -- -
4449 274 59 101 93 20 1 -
737 928 898 443 724 $219 --
50-54 213 29 70 76 34 4 --
: , 923 1,448 1,049 776 613 364 -
55-59 134 5 25 59 36 9 --
1,162 1,660 1,752 1,120 852 758 --
6064 29 4 3 6 8 6 2
1,199 903 2,052 705 1422 1,189 $1,127
65-69 10 1 1 -- 1 4 3
1,761 572 8,323 .- 1,431 994 - 1,104
70-74 2 .- 1 1 .- .- -
2,600 -- 4,002 1,198 -- -- -
75 & over - .. - - - - .-
Total 992 217 365 281 100 24 5
$821 $866 $901 $685 $305 $817 $1,113

Average Age: 48.1

Average Years Since Termination: 8.4

* Reflects data before LANL transfer elections are recognized. Excludes temporary Social Security

Supplement.
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EXHIBIT E
Reconciliation of Member Data*

Terminated
Active Vested Retired Disabled
Members Members**  Members Members  Beneficiaries Total
Number as of July 1, 2005 - 9,730 1,669 " 3,367 208 486 15,460
New members 836 N/A N/A N/A N/A "836
Terminations — with vested rights -216 216 0 0 0 0
Termination ~ without vested rights*** -272 <23 0 0 0 =295
Retirements -492 ~24 495 21 N/A 0
Lump Sum Cashouts -52 =31 0 0 N/A -83
Return to work 37 -37 0 0 N/A 0
Died with or without beneficiary -7 -1 -59 -10 47 -30
Net transfers from or to another location 4 0 0 0 0 4
Data adjustments —2 11 =2 =2 1 10
Number as of June 1, 2006 9,570 1,780 3,801 217 534 15,902

* Reflects data before LANL transfer elections are recognized,

o Includes terminated nonvested members due a refund of member contributions or CAP balance payment (700 for July 1, 2005 and 788
at June 1, 2006).

*** “Termination — without vested rights” includes those members who terminated and received a refund of member contributions or a
distribution of their CAP balance.
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Los Alamos National Laboratory

"SECTION 2:  Supplemental Information from the Valuation of the University of California Retirement Plan -

EXHIBITF

Allocation of Administrative Expenses and Investment Return

Year Ended May 31, 2006

Year Ended June 30, 2005

Administrative cost*;

Total UCRP administrative expenses for the defined benefit plan $23,565,000 $21,257,941
Total UCRP market value of assets at beginning of year 41,857,499,914 39,216,093,957
Administrative expenses as a percent of assets . 0.0563% 0.0342%
Malrket value allocated to LANL as of beginning of year 4,327,036,857 4,066,190,566
Multiplied by administrative expenses ratio 0.0563% 0.000542
Administrative expenses allocated to LANL - $2,436,122 $2,203,875
Investment return**:
Annualized compound total return for UCRP 7.2% 10.3%
Investment return allocated to LANL 304,944,010 $411,080,563

*Administrative expenses are bl[ocated in proportion to the market value of assets at the beginning of the year as specified by Modification No. M6032.

**The annualized compound total return Jor UCRP is applied to the market value of assets at the beginning of the Year and 1o employer contributions,
member contributions, benefit payments and administrative expenses asswuming all payments are made in the middie of the plan year.
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EXHIBIT G

Asset Valyes

Year Ended May 31, 2006 Year Ended June 30, 2005
Market value of assets:
Market value at beginning of year $4,327,036,857 $4,066,190,566
Employer contributions 0 ’ 0
Member contributions 340,037 194,247
Benefit payments (181,310,692) (148,224,644)
Administrative expenses (2,436,122) (2,203,875)
Investment return 304,944,010 11 56
Market value at end of year .$4,448,574,090 $4,327,036,857
Actuarial value of assets allocation:
Total UCRP market value at end of year $43,576,734,000 $41,857,499,914
Market value allocated to LANL atend of year 4,448,574,090 4,327,036,857
Ratio of LANL allocation to total 0.102086 0.103375
Total UCRP actuarial value at end of year 42,063,338,046 41,084,861,813
Multiplied by market value ratio 0.102086 0.103375
Actuarial value allocated to LANL at end of year $4,294,077,928 $4,247,147,590

10
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EXHIBIT H

Development of the Fund Through May 31, 2006

Market Value of

Year Ended Employer Member Investment Benefit Administrative Assets at

June 30 Contributions Contributions “Income Payments Expenses End of Year
1991 N/A N/A N/A N/A N/A $1,410,141,418
1992 $27,582 $1,788,557 $213,646,831 $(21,929,891) $(1,909,331) 1,601,765,166
1993 10,065 1,826,704 271,170,552 (25,578,519) (2,317,754) 1,846,876,214
1994 182 556,776 (47,158,152) (63,971,042) (2,430,489) 1,733,873,489
1995 0 280,867 445,797,520 (53,296,928) (1,834,438) 2,124,820,510
1996 0 240,584 446,057,713 (63,161,700) (1,491,624) 2,506,465,483
1997 5,390 293,581 638,736,896 (64,163,429) (1,355,998) 3,079,981,923
1998 2,908 220,121 657,204,831 (77,280,086) (1,515,351) 3,658,614,346
1999 0 271,558 444,977,344 (82,413,789) (2,125,655) 4,019,323,804
2000 24,015 334,957 504,664,174 (92,603,352) (1,744,387) 4,429,999.211
2001 0 284,295 (240,404,969) (114,193,054) (2,445,360) 4,073,240,123
2002 0 215,347 (361,180,502) (114,943,442) (2,749.437) 3,594,582,089
2003 0 220,961 197,960,245 (118,074,273) (2,947,557) 3,671,741,465
2004 0 207,720 523,076,990 (126,335,153) (2,500,456) 4,066,190,566
2005 0 194,247 411,080,563 (148,224,644) (2,203,875) 4,327,036,857
2006* 0 340,037 304,944,010 (181,310,692) (2,436,122) 4,448,574,090

* As of May 31, 2006

11
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Los Alamos National Laboratory . :

EXHIBIT |
Actuarial Liablilities

Actuarial Accrued Liability After Elections Before Elections
June 1, 2006 June 1, 2006 July 1, 2005
Members in pay status:
Retirees* $1,844,343,144 $1,844,343,144 $1,477,930,304
Beneficiaries 96,052,312 96,052,312 86,512,775
Disableds 61,697,344 61,697,344 57,403.236
Total in pay status $2,002,092,800 $2,002,092,800 $1,621,846,315
Active members**
Non safety §1,384,215,868 $2,515,775,748 $2,550,023,801
Safety 0 Q 0
Total Actives $1,384,215,868 $2,515,775,748 $2,550,023,801
Terminated members***
Vested $1,165,938,269 $131,131,232 $127,934,208
Nonvested 2,596,125 1957751 1,672,596
Total terminated $1,168,534,394 $133,088,983 $129,606,804
Total actuarial accrued liability $4,554,843,062 $4,650,957,531 $4,301,476,920
Current Liability :
Members in pay status* $2,002,092,800 $2,002,092,800 $1,621,846,315
Active members** 806,800,462 1,654,057,090 1,740,355,195
Terminated members*** 1.168,534,394 33 _129.606.804
Total current liability $3,977,427,656 $3,789,238,873 $3,491,808,314

Actuarial Present Value of Projected Benefits

Members in pay status*
Active members**

$2,002,092,800
2,191,004,145

$2,002,092,800
3,628,171,463

$1,621,846,315
3,568,625,632

Terminated Members*** 1,168,534,394 133.088.983 129,606,804
Total $5,361,631,339 $5,763,353,246 $5.320,078,751

*For June 1, 2006, includes a liability of 89,036,934 for Lump Sum Cashouts, CAP balance payments and refunds of member contributions that were paid
on or gfter June 1, 2006. ’

**In the “After Elections” column, the active members liability represents the non-CAP liability for those active members transferring to the LANS defined
benefit plan.

***In the “After Elections” column, the terminated members liability includes a CAP liability of 355,056,067 for members transferring to the LANS

defined benefit plan. The non-CAP liability for members who terminated prior to the valuation date and are transferring to the LANS defined benefit plan
is 3815,955. .

12
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EXHIBIT J
Funded Status

Funded Status (Contribution Basls)

After Elections

Before Elections

June 1, 2008 June 1, 2006 July 1, 2005
Actuarial accrued liability (AAL) $4,554,843,062 $4,650,957,531 $4,301,476,920
Actuarial value of assets (AVA) 4.294,077.928 4,294,077,928 4.247,147.590
Unfundéd/(Overfunded) actuarial accrued liability $260,765,134 $356,879,603 $54,329,330
Funded ratio (AVA/AAL) 94.3% 92.3% 98.7%
Funded Status (Full Funding Basis)*
Actuarial accrued liability (including normal cost) $4,648,651,197 $4,785,290,539 $4,429,710,763

150% of current liability (including normal cost)
Full funding liabilities (lesser of above liabilities)
Assets (lesser of actuarial value, market value)
Surplus/(deficit)

6,124,761,839
4,648,651,197

4,294,077.928
$(354,573,269)

5,949,391,358
4,785,290,539

4.294.077.92
$(491,212,611)

5,478,147,563
4,429,710,763

4.247,147,590
$(182,563,173)

*Shown for iIIustrationk only.
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SECTION 2; Supplemental Information from the Valuation of the University of California Retirement Plan —

Los Alamos National Laboratory

EXHIBITK ;
Developrhent of Unfunded/(Overfunded) Actuarial Accrued Liabitity

Year Ended May 31, 2006

1. Unﬁmded/(Overfunded) actuarial accrued liability at beginning of year $54,329,330
2. Normal cost at beginning of year 117,547,689
3. Total contributions (employer and member) (340,037)
4, Interest

(2) For whole year on M+ $11,816,545

(b) For halfyear on (3) ' (11,689

(¢) Total interest : 1,.804.85
5. Expected unfunded/(overfunded) actuarial accrued liability $183,341,838
6. Changes due to: )

(a) Actuarial loss $173.537,765

(b) Total changes 173,537,765
7. Unfunded/(Overfunded) actuarial accrued liability at end of year, before reflecting LANL $356,879,603

transfer elections .
8. Effect of reflecting LANL transfer elections (96,114,469
9. Unfunded/(Overfunded) actuarial accrued liability at end of year, after reflecting LANL 3260,765,134

transfer elections

* Results have been adjusted Jor the eleven month period as necessary.
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APPENDIX 2: Agreement Between the Department of Energy/National Nuclear Security
Administration and Los Alamos National Security LLC Concerning the Transfer of Assets and

Liabilities from the University of California Retirement Plan to the LANS Defined Benefit Pension
Plan

IRM No. 25.1
07/24/08
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(a)

Appendix

Contract No: DOE-RP52-05NA25396 (Modification No: A017)

AGREEMENT BETWEEN

THE DEPARTMENT OF ENERGY/NATIONAL NUCLEAR SECURITY

ADMINISTRATION AND
LOS ALAMOS NATIONAL SECURITY LLC
CONCERNING
THE TRANSFER OF ASSETS AND LIABILITIES

FROM THE UNIVERSITY OF CALIFORNIA RETIREMENT PLAN

TO THE LANS DEFINED BENEFIT PENSION PLAN

General.

)

)

(3)

The “Parties” means the Department of Energy, through the National
Nuclear Security Administration (DOE/NNSA), and Los Alamos National
Security, LLC (LANS).

The “Agreement” means this Agreement between the Department of
Energy/National Nuclear Security Administration and LANS concerning
the Transfer of Assets and Liabilities from the University of California
Retirement Plan (UCRP) to the LANS Defined Benefit Pension Plan
("LANS Plan"). This Agreement includes the following Exhibits:

(1) June 1, 2006, Los Alamos National Laboratory Special Interim
Addendum Report (Exhibit 1)(Actuarial Valuation).

(i)  Proposed Approach for Asset Allocation for Transfer to the LANS
Plan (Exhibit 2)(Asset Allocation).

(i)  Pricing Procedures for Asset Classes Held in the UCRP (Exhibit
3)(Pricing Procedures).

(iv)  Estimated Asset Transfer Amount (Exhibit 4)(Estimation)., to be
modified upon determination of the actual value at the Asset
Transfer Date.

Pursuant to H.008 of Contract No: W-7405-ENG-36 (Modification No:
M620) between DOE and the Regents of the UC of California (UC), the
assets and liabilities associated with the Los Alamos National Laboratory
Segment (LANL Segment) of the UCRP have been accounted for
separately each year by the Regents’ actuary since the early 1990s at the
request of DOE/NNSA. ‘



(b)

(4)

)

During the transition to management of Los Alamos National Laboratory
(LANL) by LANS, employees of UC at LANL on May 31, 2006, who
were either active, or rehired and reinstated as members of the UCRP,
consistent with Section 2.17 of the LANS Plan, could elect to participate
in the LANS Plan so that benefit liabilities under the UCRP attributable to
their service prior to June 1, 2006 under UCRP, would be transferred from
the UCRP to the LANS Plan effective June 1, 2006. Such individuals are
collectively referred to as “Transferring Employees.” The benefit
liabilities transferred exclude any liabilities for Capital Accumulation
Provision (CAP) accounts. The benefit liabilities transferred also exclude
liabilities for benefits assigned by a qualified domestic relations order
(QDRO) to a former spouse of an employee who elected to participate in
the LANS Plan if the former spouse elected pursuant to procedures
established by LANS and UC to retain his or her interest in UCRP.
Collectively the excluded liabilities for CAP accounts and for alternate
payees under QDROs who themselves elect to retain their interest in the
UCRP shall be referred to as “Excluded Liabilities.”

Under the terms of the LANS Plan, as adopted by LANS on September
13, 2006, Transferring Employees began accruing benefits under the terms
of the LANS Plan starting June 1, 2006. As provided in the LANS Plan,
these individuals are also eligible to receive benefits under the LANS Plan
attributable to service credited under the UCRP for employment prior to
June 1, 2006, based upon the benefit provisions, payment options, and
other terms of the LANS Plan. Transferring Employees waived any rights
they might have had to benefits under the UCRP, except the Excluded
Liabilities, which remain payable from the UCRP.

For and in consideration of the mutual understandings expressed herein,

DOE/NNSA agrees and represents as follows:

(1

)

DOE/NNSA will work with the Internal Revenue Service (IRS) to
facilitate regulatory approval for the transfer of assets and liabilities
described below from the UCRP to the LANS Plan.

The costs, expenses, losses and penalties that LANS, the LANS Plan, or
one or more fiduciaries of the LANS Plan reasonably incurs, as a direct
result of the transfer of assets and liabilities from the UCRP to the LANS
Plan (or the LANS Plan to the UCRP) as provided for in this Agreement,
including transaction costs associated with rebalancing investments, will
be assessed as costs of the LANS Plan to the extent permissible or, if not,
separately invoiced. “Costs” for these purposes do not include losses on
the value of assets sold in the rebalancing of investments. "Penalties" for
these purposes are limited to those assessed to LANS, to one or more
fiduciaries of the LANS Plan, or to the LANS Plan as a DIRECT result of
performing those acts in conformance with the terms of this Agreement.

o



3)

DOE/NNSA will provide LANS with the following —

®

(i)

(iii)

(iv)

)

(vi)

(vit)

A copy of the application submitted by UC to the IRS on June 17,
1999, for a Favorable Determination Letter that the UCRP, as
amended, continues to satisfy the requirements of Code section
401(a).

UC’s representation that the request has been held at the National
Office of the IRS pending resolution of certain issues concerning
cash balance plans.

UC’s representation that UC recently received notification that its
request is now being considered and that UC is committed to
maintaining the tax-qualified status of the UCRP.

The Favorable Determination Letter from the IRS that was
previously issued on the UCRP in 1997.

UC’s commitment to make any amendments to the UCRP
necessary to obtain a Favorable Determination Letter from the IRS.
Prior to the execution of this Agreement, UC will also provide an
opinion from counsel for UC that the UCRP as amended for
General Agreements on Tariffs and Trade, Uniformed Services
Employment and Reemployment Rights of 1994, Small Business
Job Protection Act, The Taxpayer Relief Act of 1997 (GUST)
changes and as may be requested by the IRS is qualified under
Section 401(a) of the Code as to form, its trust is exempt from
taxation under Section 501(a) of the Code, and UC will make any
amendments requested by the IRS as required to obtain a
determination that the form of the UCRP continues to satisfy the
requirements of Code section 401(a).

UC’s certification that UC has determined that, priced as of May
31, 2006, as provided in the Pricing Procedures, the total market
value of the assets allocated to the LANL Segment was
$4,448,574,090 on May 31, 2006.

UC’s certification that, as of midnight Pacific Time on May 31,
2006, the liabilities associated with the LANL Segment for
benefits under the UCRP attributable to service at LANL prior to
June 1, 2006, that are retained in the LANL Segment, including the
Excluded Liabilities, were $3,169,811.239. Collectively, these
liabilities, together with the associated assets, are referred to as the
“Retained Segment.”



(viii)

(ix)

x)

(x1)

(xii)

(xiii)

UC’s certification that, priced as of May 31, 2006, as provided in
the Pricing Procedures, the market value of the assets to be
transferred from the UCRP to the LANS Plan is $1,278,762,851
(Formula Amount) on May 31, 2006.

Certification from UC’s enrolled actuaries that, if Code section
414(1) did apply to the spin off of assets and liabilities from the
UCRP to the LANS Plan, the transfer of the Asset Transfer
Amount as defined in subparagraph (d)(2) would comply with
Code section 414(]) regarding the minimum level of assets to be
transferred to the LANS Plan to cover the liabilities transferred and
that UC will submit an IRS Form 5310-A to that effect for the spin
off of assets and liabilities from the UCRP.

UC’s agreement to transfer the Asset Transfer Amount from the
UCRP to the LANS Plan as of a date on or about April 2, 2007
(Asset Transfer Date); provided, however, that the transfer will be
accomplished with an allocation of cash and an allocation of assets
mutually agreed upon by the DOE/NNSA, LANS, and UC as set
forth in Exhibit 2 attached to and made a part of this Agreement.

UC’s agreement to cooperate with DOE/NNSA and LANS to
determine and reconcile the Final Transfer Amount and the final
liability transfer amount from the UCRP to the LANS Plan in
accordance with the terms of this Agreement and applicable law.
UC further agrees to cooperate with DOE/NNSA and LANS in
finalizing the data and reconciliation to support any adjustments in
the amount of assets and liabilities transferred from the UCRP to
the LANS Plan that may be necessary after the Asset Transfer
Date.

UC’s agreement to provide data, documentation, and records
reasonably requested for and on behalf of the LANS Plan for the
proper establishment, maintenance and administration of the
LANS Plan.

UC’s agreement that, if — in accordance with paragraph (c)(3) of
this Agreement — LANS returns the Asset Transfer Amount (as
adjusted pursuant to paragraphs (¢)(3) and (d)(3) of this
Agreement) and the remaining liabilities for service under the
UCRP prior to June 1, 2006, to the UCRP, the UCRP will accept
those assets and liabilities to the extent legally permissible.



(c) For and in consideration of the mutual understandings expressed herein,

LANS agrees and represents as follows:

(1)

)

3)

LANS agrees to provide a copy of the application submitted by LANS on
January 31, 2007, to the IRS for a Favorable Determination Letter that the
LANS Plan satisfies the requirements of Section 401(a) of the Internal
Revenue Code of 1986 (Code), including the requirements of the
Economic Growth and Tax Relief Reconciliation Act (EGTRRA) and all
other applicable requirements, including those documented in the
Cumulative List in Notice 2005-101. In that application, LANS also
requested a determination that the LANS Plan's associated trust is tax-
qualified within the meaning of Code section 501(a).

LANS agrees to provide a copy of an opinion provided by LANS to
DOE/NNSA from counsel for LANS that the LANS Plan is qualified
under Section 401(a) of the Internal Revenue Code (Code) as to form, that
its trust is exempt from taxation under Section 501(a) of the Code, and that
LANS will make any modifications requested by the IRS as required to
obtain a Favorable Determination as to the qualified status of the LANS
Plan.

LANS agrees to return the Asset Transfer Amount (as defined in clause
(d)(2) below) and the remaining liabilities for service under the UCRP
prior to June 1, 2006, to the UCRP to the extent legally permissible (a) if
LANS is unable to obtain a Favorable Determination from the IRS on the
form of the LANS Plan; (b) if LANS, with the facilitation of DOE/NN SA,
as described above, is unable to obtain IRS approval for the asset and
liability transfer to the LANS Plan; or (c) if so ordered by a court of
competent jurisdiction. To the extent legally permissible:

(1) The assets so returned to the UCRP shall be the Asset Transfer
Amount adjusted by benefit distributions from the LANS Plan
attributable to service credit earned prior to June 1, 2006, to the
extent transferred to the LANS Plan, and an allocable share of the
investment return and expenses incurred during the period from the
Asset Transfer Date to the date the assets are returned to UCRP.

(11) The allocable share of expenses to be offset against the assets
returned to UCRP shall be an amount equal to the administrative
expenses, excluding investment expenses, incurred during the
period from the Asset Transfer Date to the date the assets are
returned to UCRP, multiplied by the ratio of the liability of the
Transterring Employees to the total liability of the LANS Plan on
the Asset Transfer Date.



4

)

(6)

(i)  Solely for the purpose of calculating the ratio in (ii) above, the
liability shall be based on the current liability under Code section
412(1) using the LANS Plan assumptions for current liability for
the LANS plan year containing the Asset Transfer Date.

(iv)  The allocable share of the investment return added to (or
subtracted from) the assets returned to UCRP shall be determined
in accordance with applicable fiduciary duties by applying the total
rate of investment return, net of investment expenses, of the LANS
Plan (during the period from the Asset Transfer Date to the date
the assets are so returned to the UCRP) to the Asset Transfer
Amount adjusted by benefit distributions attributable to service
credit earned prior to June 1, 2006 and the allocable share of
expenses determined above.

W) The liabilities so returned to the UCRP shall be adjusted by benefit
distributions attributable to service credit earned prior to June 1,
2006, to the extent of the liabilities transferred to the LANS Plan,
and the obligations incurred by LANS on behalf of members of the
LANS Plan under the LANS Defined Benefit Eligible Survivor
Income Program and the LANS Defined Benefit Eligible Disability
Program.

LANS agrees to cooperate in finalizing the data and reconciliations to
support any adjustments in the amount of assets transferred from the
UCRP to the LANS Plan that may be necessary after the Asset Transfer
Date. LANS agrees to assume full responsibility for payment of
premiums to the Pension Benefit Guaranty Corporation for the LANS
Plan. LANS also agrees to assume responsibility for the LANS Plan's
compliance with the requirements of the Code; provided, however, that
any costs, expenses, losses and penalties of compliance that directly result
from compliance with this Agreement and/or with any other requirement
imposed on LANS or the LANS Plan by UC and/or DOE will be handled
in the manner provided in paragraph (b)(2) of this Agreement.

LANS agrees that it has been given an adequate opportunity to review the
proposed allocation of assets to be transferred from the UCRP to the
LANS Plan, that it agrees that the valuation approach to be used with
respect to the assets transferred is reasonable, and that it agrees to direct
the trustee of the LANS Plan to accept the Asset Transfer Amount into the
LANS Plan as of the Asset Transfer Date.

LANS agrees that it will maintain the special schedule (or the data
necessary to create the special schedule) as required by Code section
414(1), and that it will file IRS Form 5310-A to this effect for the merger
of the assets and liabilities into the LANS Plan.



(d)

(7

LANS agrees that, upon transfer of the Asset Transfer Amount from the
UCRP to the LANS Plan pursuant to this Agreement and in accordance
with the Agreement between DOE/NNSA and UC concerning the Transfer
of Assets and Liabilities from the UCRP to the LANS Plan, all liabilities
of the UCRP, UC and the Regents for the benefits under the UCRP
attributable to service prior to June 1, 2006, associated with the
Transferring Employees — with the exception of Excluded Liabilities
retained in the UCRP — will be extinguished.

For and in consideration of the mutual understandings and the certifications

expressed herein, LANS and DOE/NNSA agree as follows:

(D

@)

(3)

Formula Amount

@) The Parties are mutually relying upon obtaining approval from the
IRS for the Formula Amount.

(i) The Formula Amount ($1,278,762,851) was determined based
upon the Actuarial Valuation as of May 31, 2006, the effective
date of disaffiliation.

Asset Transfer Amount

The Asset Transfer Amount is the Formula Amount adjusted to the Asset
Transfer Date to reflect the following factors occurring during the period
beginning June 1, 2006, and ending on or near the Asset Transfer Date:
the portion of the total return earned by the UCRP portfolio allocable to
the Formula Amount of the LANL Segment; administrative expenses
allocable to the Formula Amount of the LANL Segment; buybacks for the
UCRP service credit attributable to the UCRP benefits of Transferring
Employees (apart from the CAP accounts); and any interim distributions
agreed to by DOE/NNSA from the UCRP made to the LANS Plan and/or
to LANS Plan members or their beneficiaries or alternate payees pursuant
to a QDRO. See Determination of Asset Transfer Amount (Exhibit 4)
estimating the Asset Transfer Amount, based upon preliminary accounting
through February 28, 2007, to be modified on or before April 15,2007,
upon determination of the actual value at the Asset Transfer Date. The
administrative expenses allocated to the LANL Segment shall not include
any losses or penalties which cannot be charged to the LANL Segment.

Final Transfer Amount

UC, DOE. and LANS acknowledge and agree that the Asset Transfer
Amount transferred on the Asset Transfer Date may need to be
subsequently adjusted to reflect — with respect to certain assets — final
earnings figures and other final performance numbers that may be



4)

)

received by UC after the Asset Transfer Date, other investment-related
adjustments and any data corrections related to the calculations supporting
the Asset Transfer Amount, but not available on the Asset Transfer Date,
as well as to make any adjustments necessary to obtain appropriate
regulatory approval. Any additional transfers of assets between the UCRP
and the LANS Plan as may be needed to make such adjustments will be
made as soon as practicable following the Asset Transfer Date.

Corrections

The Parties agree that LANS will provide prompt notice of any errors or
omissions in data used to calculate the Asset Transfer Amount discovered
after the Asset Transfer Date that would have had an effect on the Asset
Transfer Amount had such error or omission been recognized prior to
April 2, 2007. The Parties shall determine how to correct the error or
omission with as minimum an administrative burden on the Parties as
possible.

Third Party Beneficiaries

This Attachment, including its Exhibits, is for the exclusive benefit and
convenience of the Parties hereto. Nothing contained herein shall be
construed as granting, vesting, creating or conferring any right of action or
any other right or benefit upon past, present or future employees of the
Contractor, upon any participants or beneficiaries of the UCRP, as
amended from time to time, or upon any other third party.
Notwithstanding the foregoing, UC may rely on the representations made
by LANS in subparagraph (c) of this Agreement provided that UC has
entered into an enforceable agreement with the DOE/NNSA providing that
LANS may rely on the representations provided by UC described in
subparagraph (b)(3) of this Agreement.

IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date(s)
indicated below.

DEPARTMENT OF ENERGY/NATIONAL NUCLEAR SECURITY
ADMINISTRATION

. Wabon s

David O. Boyd ('



Title: Director
Office of Acquisition and Supply Management

MR 1 9 2007

LOS ALAMOS NATIONAL SECURITY, LLC

Date:
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Tie: _ CFO
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Date:
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February 15, 2007

Ms. Judith W. Boyette

- Associate Vice President, Human Resources and Benefits
University of California

1111 Franklin Street, 7" Floor

Oakland, California 94607-5200

Dear Associate Vice President Boyette:

We are pleased to submit this Actuarial Valuation Report as of June 1, 2006 Jor the University of California Retirement Plan ("UCRP" or
“Plan”). It summarizes the actuarial data used in the valuation, includes results both before and after reflecting the transfer elections and
analyzes the preceding year’s experience Jor Los Alamos National Laboratory.

The census and unaudited financial information on which our calculations were based was provided by the UC HR/Benefits Staff. That

assistance is gratefully acknowledged. The actuarial calculations were completed under the supervision of John Monroe, ASA, MAAA, Enrolled
Actuary.

This actuarial valuation has been completed in accordance with generally accepted actuarial principles and practices. To the best of our
knowledge, the information supplied in this actuarial valuation is complete and accurate. F: urther, in our opinion the assumptions as approved
by the Regents are reasonably related to the experience of and future expectations for the Plan.

We look forward to reviewing this report and to answering any questions.

Sincerely,
THE SEGAL COMPANY
Paul Angelo, FSA, EA, MAAA John Monroe, ASA, EA, MAAA
Senior Vice President and Actuary Associate Actuary ’

JZM/hy
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SECTION1: Executive Summary for the University of California Retirement Plan — Los Alamos National Laboratory

Purpose

This special addendum report presents the results for Los Alamos National Laboratory (LANL) of the June 1, 2006 actuarial
valuation of the University of California Retirement Plan (UCRP). Results from the prior valuation are shown for comparison.
The report is published for the purpose of complying with the requirements of Contract No. W-7405-ENG-36 (Contract 36),
Modification No. M602. The report is based on the procedures specified in Modification No. M602.

Contributions

The Department of Energy (DOE) has agreed to fund the employer cost of UCRP at the contribution rates established from
time to time by the Regents, as long as the contributions do not exceed the full funding limit defined in the Internal Revenue
Code, Section 412. This interim valuation report does not calculate recommended contributions.

Significant Issues in Valuation Year

LOS ALAMOS NATIONAL LABORATORY TRANSFER OF ASSETS AND LIABILITIES

o The University of California contract to manage the Los Alamos National Laboratory (LANL) expired on May 31, 2006.
The Department of Energy (DOE) executed a new management and operations contract effective June |, 2006 with Los
Alamos National Security, LLC (LANS). Under the terms of the LANS contract, LANS will sponsor a defined benefit
pension plan that is substantially equivalent to the provisions of the UCRP. Assets and liabilities will be transferred from
UCRP to the LANS defined benefit plan for the LANL employees who elected to transfer to the new plan, provided the
necessary and advisable rulings on the plans and proposed transactions are obtained from the appropriate regulatory
agencies.

«  There are 6,532 active members who elected to transfer to the LANS defined benefit plan. Their actuarial accrued liability
as of June 1, 2006 is approximately $1.4 billion, excluding the liability for their CAP benefits that will be retained by
UCRP. This liability is reflected in our valuation results and included with the UCRP active member liabilities. This
liability is based on the current UCRP actuarial assumptions, methods and plan provisions. The liability for these members
as determined for the LANS defined benefit plan will almost certainly be different, as it will be based on the LANS benefit
provisions and the actuarial assumptions and methods used by the LANS actuary.



* SEGAL

SECTION1:  Executive Summary for the University of California Retirement Plan — Los Alamos National Laboratory

Significant Issues in Valuation Year (continued)

e The LANL transfer elections reflected in this valuation are based on the transfer election data provided by the University

as of August 24, 2006. There were minor changes to this information made later, but we do not believe these changes have
a material impact on the valuation results. ‘

e The amount of assets to be retained in UCRP for LANL members who have retired or are inactive, and the amount of the
assets that will be transferred to the LANS defined benefit plan for the transitioning employees who elected to participate
in the LANS defined benefit plan will follow the “A —B” formula listed in Contract 36, Clause H. “A” represents the
market value of UCRP assets associated with UCRP members” LANL service during the performance of Contract 36 and
is $4.449 billion. “B” represents the liability associated with those LANL members who are retired or inactive and
retained by UCRP and is $3.170 billion. The amount of assets as of June 1, 2006 to be transferred from UCRP to the
LANS defined benefit plan is “A ~B”, or $1.279 billion. The amount to be transferred will be adjusted for investment

return, allocable expenses and any other appropriate adjustments through the anticipated transfer date of early April 2007.

e  While this valuation includes results reflecting the LANL transfer elections, it does not reflect the actual transfer of assets
and liabilities to the LANS defined benefit plan. This means that the results of this valuation include liabilities even for
members who have elected to transfer to the LANS defined benefit plan. As noted above, we have continued to value
these members as active UCRP members and their liabilities are shown as active in the results. LANL employees who
elected not to transfer to the LANS defined benefit plan are included in the valuation results either as terminated vested or

nonvested members. Consistent with current practice, for those terminated members who were eligible for retirement, we
have assumed a July 1, 2006 commencement date for their retirement benefits.

ASSETS

e During the July 1, 2005 through May 31, 2006 period, the rate of return on the unaudited market value of assets was 7.2%.
Due to the recognition of prior investment losses, the rate of return on the actuarial value of assets was 5.5%, which is
below the expected annual return of 7.5% (6.9% for 'an 11-month period).

FUNDED RATIO

o  The funded ratio for LANL’s portion of the Plan on an actuarial basis decreased from 99% as of July 1, 2005 to 92% as of
May 31, 2006 before reflecting elections and 94% as of May 31, 2006 after reflecting elections. The LANL portion of the
Plan remains in an underfunded position as the actuarial accrued liability exceeds the actuarial value of assets by $357
million as of June 1, 2006 before reflecting elections and $261 million as of June I, 2006 after reflecting the transfer
elections.

i
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SECTION 1:  Executive Summary for the University

of California Retirement Plan — Los Alamos National Laboratory

Significant Issues in Valuation Year (continued)

FUTURE EXPECTATIONS

e No contributions were recommended for the 2005-2006 Plan Year. This was due to the application of the full funding
policy that the Regents adopted in 1990. Member con tributions are all currently being redirected to the UC Defined
Contribution Plan. It is expected that UCRP’s surplus will run out in the next few years and may run out as soon as July 1,

2008.
DEMOGRAPHIC EXPERIENCE

e Prior to reflecting the LANL transfer elections, the nu mber of UCRP active members considered LANL employees for

valuation purposes decreased by 1.6% from 9,730 as
increased by 3.0%, to a level of $869.9 million. As

benefits, an increase of 12.1% from 2005. Total ann
$161.1 million. There are also 1,780 terminated me

pf July 1, 2005 to 9,570 as of June 1, 2006. Total covered payroll
June 1, 2006, LANL has 4,552 members currently receiving

al benefits in pay status increased by 21.8%, to a leve! of

bers who are entitled to future benefits. Within this group of

terminated members, there are 992 terminated vested members who are entitled to a deferred or immediate vested monthly

benefit and 788 terminated nonvested members who
Capital Accumulation Provision (CAP) balance.

e The LANL transfer elections showed the following:

are entitled to a refund of member contributions or payment of their

> There were 6,532 active members who eiected to transfer to LANS. As described earlier, we have continued

to value these members as active UCRP

members.

> There were 1,239 active members who elected inactive status and were eligible to retire in UCRP. Consistent

with current practice, we have assumed

aJuly 1, 2006 commencement date for their retirement benefits.

> There were 580 active members who elected inactive status and were vested in UCRP, but not yet eligible to

retire. These members were valued as t

rminated vested members in this valuation.

> There were 1,219 active members who Wwere not vested in UCRP and did not elect to transfer to the LANS
defined benefit plan. They are only eligible for a refund of member contributions and CAP balance payment.

These members were valued as terminal

ted nonvested members in this valuation due a refund of member

contributions and CAP balance paymenr, if applicable.

it




* SEGAL

|

SECTION1:  Executive Summary for the University of California Retirement Plan — Los Alamos National Laboratory
i

{
L
i
i

> There were also 20 members who tenninat#ed prior to the valuation date and elected to transfer to the LANS
defined benefit plan. These members were valued as either terminated vested or nonvested members in this
valuation, depending on each member’s citcumstance.
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ty of California Retirement Plan —

EXHIBIT A

Table of Plan Coverage
i. Active Members

Year Beginning

After Elections

Before Elections

Change From

Category June 1, 2006 June 1, 2006 July 1, 2005 Prior Year*
Active members with Social Security:
Number 6,426 9,164 9,141 0.3%
Average age 434 439 44.0 N/A
Average service credit 8.9 9.6 9.8 -2.0%
Total compensation $574,438,250 $830,882,802 $790,428,327 5.1%
Average compensation $89,393 $90,668 $86,471 4.9%
Active members without Social Security:
Number 106 406 589 -31.1%
Average age 52,9 53.0 53.6 N/A
Average service credit 27.1 25.7 264 -2.7%
Total compensation $9,847,514 $38,978,920 $54,398 045 -28.3%
Average compensation $92,901 $96,007 $92,357 4.0%
All active members:
Number** 6,532 9,570 9,730 -1.6%
Average age 43.6 443 44.6 N/A
Average service credit 9.2 10.3 10.8 -5.3%
Total compensation $584,285,764 $869,861,722 $844,826,372 3.0%
Average compensation $89,450 $90,895 $86,827 4.7%

* Represents change between “Before Elections” and prior year columns.
** After elections, this represents the active members transferring to the LANS defined benefit plan,



SECTION 2:  Supplemental Information from the Valuation of the University of California Retirement Plan -
Los Alamos National Laboratory

EXHIBIT A

Table of Plan Coverage
ii. Nonactive Members

Year Beginning
After Elections Before Elections

Change From

*SEGAL

Category June 1, 2006* June 1, 2006* July 1, 2005 Prior Year*
Terminated vested members**:
Number 2,811 992 969 2.4%
Average age 51.0 48.1 48.0 N/A
Total monthly benefit $6,751,523 . $830,764 $785,871 5.7%
Average monthly benefit $2,402 $837 5811 3.2%
Terminated nonvested members**:
Number 2,007 788 700 12.6%
Average member refund and CAP balance $1,294 $2,484 $2,389 4.0%
Retired members:
Number in pay status 3,801 3,801 3,367 12.9%
Average age 68.0 68.0 68.5 N/A
Total monthly benefit $12,268,769 $12,268,769 $9,981.268 22.9%
Average monthly benefit $3,228 $3,228 $2,964 8.9%
Disabled members:
Number in pay status 217 217 208 4.3%
Average age 54.2 54.2 54.2 N/A
Total monthly benefit $402,801 $402,801 $370.509 8.7%
Average monthly benefit $1,856 $1,856 $1.781 4.2%
Beneficiaries (includes Eligible Survivors,
Contingent Annuitants, and Spouses/Domestic Partners):
Number in pay status 534 534 486 9.9%
Average age 70.2 70.2 69.9 N/A
Total monthly benefit $752,628 $752,628 $669,145 12.5%
Average monthly benefit $1,409 $1,409 $1,377 2.3%

* Benefit amounts have been adjusted for the July 1, 2006 COLA. Represents change between
** There are 7 vested members and 13 nonvested members who terminated prior to the valuati

plan.

“Before Elections” and prior year columns.
on date and elected to transfer to the LANS defined benefit
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EXHIBIT B
Members in Active Service and Average Compensation as of June 1 , 2006*
By Age and Service Credit
i. All Active Members
Service Credit
Age Total 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40 & over
Under 25 352 345 7 -- -- -- -- -- -- --
$37,360 $37,026 $53,824 -- - -- -- -- -- --
25-29 720 628 92 -- -- -- -- -- -- --
59,858 60,135 57,968 - -- -- -- -- -- --
30-34 1,003 720 246 36 1 -- -- -- -- --
75,106 72,170 83,035 $79,957 $64,217 -- -- - -- --
35-39 1,194 614 387 149 39 5 -- -- - --
86,928 76,566 98,789 99,316 87,317 $69,199 -- -- -- --
40-44 1,484 517 388 274 1m 122 12 -- -- --
95,834 83,061 102,197 111,979 102,722 86,072 $72,931 -- - --
45-49 1,704 470 282 223 260 299 165 5 -- --
96,339 82,673 101,551 111,785 109,627 99,972 78,357 $83,217 -- --
50-54 1,518 383 194 146 178 275 237 103 2 --
101,332 90,053 104,338 109,325 109,755 113,390 99,300 83916  $116,520 --
55-59 1,142 274 115 109 113 209 180 121 21 --
106,480 90,065 106,155 101,431 107,889 117,642 119,530 110,274 96.259 --
60 - 64 357 97 49 37 51 56 37 25 5 --
114,138 95,210 117,809 117,931 119,033 118,989 123,640 137,158 127,605 --
65-69 79 25 16 5 4 8 8 7 6 -
124,791 101,740 119,929 128,501 158,128 122,021 129,104 167,104 157,060 --
70 & over 17 4 2 2 3 4 2 -- -- --
122,436 84,062 127,282 188,130 133,670 105,183 146,298 -- -- --
Total 9,570 4077 1,778 981 820 978 641 261 34 --
$90,895 $74,220 $97,330__ $107,733 _ $107,768 $106920  $101,020 _ $103453  $112.790 $0

Average Age: 44.3
Average Service Credit: 10.3

* Reflects data before LANL transfer elections are recognized.
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EXHIBIT B

Members in Active Service and Average Compensation as of June 1, 2006*
By Age and Service Credit

ii. Members with Social Security

Service Credit

Age Total 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40 & over
Under 25 347 340 7 -- -- -- -- .- -- .-
$37,191 $36,849 $53,824 -- -- .- -- .- .- --
25-29 699 607 92 .- -- -- ) -- .- .- .-
59,772 60,046 57,968 -- -- -- -- -- .- .-
30-34 984 701 246 36 1 .- -- -- .- .-
75,100 72,081 83,035 $79,957 $64,217 - -- -- -- .-
35-39 1,188 608 387 149 39 5 -- .- .- .-
87,001 76,606 98,789 99.316 87317 $69,199 -- -- .- --
40- 44 1,478 511 388 274 171 122 12 -- -- .-
95,872 83,020 102,197 111,979 102,722 86,072 $72,931 .- -- .-
45-49 1,695 470 282 223 260 297 159 4 -- --
96,495 82,673 101,551 111,785 109,627 100,060 79,146 $83.171 -- --
50-54 1,394 381 194 146 176 265 217 15 -- --
102,951 90,043 104,338 109,325 109,849 114,406 101,183 93,082 -- --
55-59 978 274 113 107 106 190 168 20 -- --
106,576 90,065 106,308 102,246 109,268 116,781 120,222 131,606 -- .-
60 - 64 323 96 48 37 47 55 34 6 .- --
113,467 94,974 118,699 117,931 120,765 118,520 124,808 172,203 -- --
65-69 62 22 15 5 4 7 8 -- 1 --
118,865 102,244 119,247 128,501 158,128 121,530 129,104 -- $172,973 --
70 & over 16 4 2 2 3 3 2 -- -- --
119,893 84,062 127282 188,130 133,670 85,869 146,298 - - - - --
Total 9,164 4014 1,774 979 807 944 600 45 1 --
$90,668 $74.252 $97.324 $107,835 $108,009 3106,671 $101,970 $119,872 $172.973 30

Average Age: 439
Average Service Credit: 9.6
* Reflects data before LANL transfer elections are recognized.
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EXHIBIT B

Members in Active Service and Average Compensation as of June 1, 2006*
By Age and Service Credit

iii. Members without Social Security

Service Credit

Age Total 0-4 5-9 10-14 15-19 20-24 25.29 30-34 35-39 40 & over
Under 25 5 5 -- -- - -- - - - .
$49,062 $49,062 -- -- -- -- -- - -- -
25-29 21 21 -- - -- -- - -- -- --
62,708 62,708 -- -- -- -- -- - - ..
30-34 19 19 -- -- -- -- -- -- - --
75,434 75,434 -- -- -- -- -- - -- --
35-39 6 6 -- - - - -- -- -- -
72,534 72,534 -- -- -- -- -- - -- --
40-44 6 6 -- -- -- -- -- -- -- --
86,511 86,511 -- -- -- - -- -- -- --
45 .49 9 -- -- -- -- 2 6 1 -- -
66,868 -- -- -- -- $86,883 $57.442 $83 401 -- --
50- 54 124 2 -- -- 2 10 20 88 2 -
- 83,135 91,853 -- -~ $101,453 86,451 78,872 82,354  $116,520 -
55-59 164 -- 2 2 7 19 12 101 21 --
105,909 -- $97,530 $57,830 87,009 126,253 109,846 106,049 96,259 -
60 - 64 34 1 1 -- 4 1 3 19 5 --
120,515 117,861 75,062 -- 98,693 144,826 110,402 126,092 127,605 --
65-69 17 3 1 -- -- 1 -- 7 5 --
146,405 98,048 130,168 -- -- 125,459 -- 167,104 153,878 -
70 & over 1 -- -- -- -- 1 -- -- -- --
163,124 - - -- -- 163,124 -- -- -- -
Total 406 63 4 2 13 34 4] 216 33 -
$96,007 $72,149 _ $100072 $57,830 $92,826  $113.838 387,108 $100,032  $110,966 $0

Average Age: 53.0
Average Service Credit: 25.7
* Reflects data before LANL transfer elections are recognized.
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EXHIBIT C
Members and Beneficiaries in Pay Status and Average Monthly Benefit as of June 1, 2006*

Years Since Retirement

Age Total 0-4 5-9 10-14 15-19 20-24 25 & Over
0—49 76 29 34 10 2 - 1
$1,440 $1,706 $1,328 $1,342 $714 - $17
50-59 719 540 128 44 5 1 1
2,635 3,002 1,637 1317 881 557 852
60 -61 345 232 69 2 1 1 -
3,930 4,984 2,253 951 4,068 160 -
62-63 494 303 94 91 6 - -
3,948 5,168 2,695 1,335 1,556 - -
64— 65 421 159 148 100 13 1 -
3,494 4822 3,505 1,758 706 593 -
6667 425 75 188 135 26 1 -
3,319 4,652 3,863 2,267 1,059 1,568 -
68 —69 413 55 117 190 48 3 -
3,229 5,446 3,359 2,963 1,602 487 -
70-171 323 13 43 188 79 - -
3,004 4,267 2,782 3,507 1,718 - -
72-73 294 5 19 151 115 4 -
2,699 4,698 2,222 3,286 1,975 1110 -
74 & over 1,042 6 39 181 510 226 80
1,768 3,310 1,556 2,897 1,933 897 617
Total 4,552 1,417 879 1,132 805 237 82
$2.885 $4.169 $2.871 $2,613 $1.840 $893 $612

Average Age: 67.6
Average Years Since Retirement: 9.9

* Excludes temporary Social Security Supplement and adjustment for July 1, 2006 COLA.
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EXHIBIT D

Members with Deferred Benefits and Average Monthly Benefits as of June 1, 2006*

Years Since Termination

Age Total 0-4 5.9 10-14 15-19 20-24 25 & Over
25-29 ™6 4 2 .- .- .- .-
$380 $344 $452 -- -- - .-
30-34 32 21 11 -- -- -- -
519 536 488 - - - -
35-39 103 37 57 9 - -- -
657 656 658 652 - -- -
40- 44 189 57 94 37 1 -- -
616 733 622 394 $1,725 -- --
44 -49 274 59 101 93 20 1 --
737 928 898 448 724 $219 --
50-54 213 29 70 76 34 4 --
923 1,448 1,049 776 613 364 --
55-59 134 5 25 59 36 9 --
1,162 1,660 1,752 1,120 852 758 --
60— 64 29 4 3 6 8 6 2
1,199 903 2,052 705 1,422 1,189 $1,127
65-69 10 1 1 -- 1 4 3
1,761 572 8,323 -- 1,431 994 1,104
70-74 2 - 1 1 - - ..
2,600 -- 4,002 1,198 -- -- --
75 & over . .- .- .- .- .- .-
Total 992 217 365 281 100 24 5
$821 $866 $901 $685 $805 $817 $1.113

Average Age: 48.1

Average Years Since Termination: 8.4

* Reflects data before LANL transfer elections are recognized. Fxcludes temporary Social Security

Supplement.
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EXHIBIT E
Reconciliation of Member Data*

Terminated
Active Vested Retired Disabled
Members Members** Members Members Beneficiaries Total
Number as of July 1, 2005 - 9,730 1,669 3,367 208 486 15,460
New members 836 N/A N/A N/A N/A 836
Terminations — with vested rights =216 216 0 0 0 0
Termination — without vested rights*** =272 -23 0 0 0 -295
Retirements -492 -24 495 21 N/A 0
Lump Sum Cashouts -52 -31 0 0 N/A -83
Return to work 37 -37 0 0 N/A 0
Died with or without beneficiary -7 -1 -59 -10 47 -30
Net transfers from or to another location 4 0 0 0 0 4
Data adjustments _2 11 =2 =2 1 __10
Number as of June 1, 2006 9,570 1,780 3,801 217 534 15,902

* Reflects data before LANL transfer elections gre recognized.

** Includes terminated nonvested members due a refund of member contributions or CAP balance payment (700 Jor July 1, 2005 and 788
at June I, 2006).

*** “Termination - without vested rights” includes those members who terminated and received g refund of member contributions or a
distribution of their CAP balance.
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"SECTION 2:  Supplemental Information from the Valuation of the University of California Retirement Plan —

EXHIBIT F
Allocation of Administrative Expenses and Investment Return

Year Ended May 31, 2006

Year Ended June 30, 2005

Administrative cost*;

Total UCRP administrative expenses for the defined benefit plan $23,565,000 $21,257,94]
Total UCRP market value of assets at beginning of year 41,857,499,914 39,216,093,957
Administrative expenses as a percent of assets 0.0563% 0.0542%
Market value allocated to LANL as of beginning of year 4,327,036,857 4,066,190.566
Multiplied by administrative expenses ratio 0.0563% .0.000542
Administrative expenses allocated to LANL $2,436,122 $2,203.875
Investment return**; '
Annualized compound total return for UCRP 7.2% 10.3%
Investment return allocated to LANL 304,944,010 $411,080.563
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EXHIBIT G
Asset Values

Year Ended May 31, 2006

Year Ended June 30, 2005

Market value of assets:
Market value at beginning of year
Employer contributions
Member contributions
Benefit payments
Administrative expenses
Investment return
Market value at end of year

$4,327,036,857
0

340,037
(181,310,692)
(2,436,122)

304,944,010

$4,448,574,090

$4,066,190,566
* 0
194,247
(148,224,644)
(2,203,875)

411,080,563
$4,327,036,857

Actuarial value of assets allocation:
Total UCRP market value at end of year
Market value allocated to LANL atend of year
Ratio of LANL allocation to total
Total UCRP actuarial value at end of year
Multiplied by market value ratio
Actuarial value allocated to LANL at end of year

$43,576,734,000
4,448,574,090
0.102086
42,063,338,046
0.102086
$4,294,077,928

$41.857,499 914
4,327,036,857
0.103375
41,084,861,813
0.103375
$4,247,147 590
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EXHIBIT H

Development of the Fund Through May 31, 2006

Market Vaiue of

Year Ended Employer Member Investment Benefit Administrative Assets at
June 30 Contributions Contributions ‘Income Payments Expenses End of Year
1991 N/A N/A N/A N/A N/A $1,410,141,418
1992 $27,582 $1,788,557 $213,646,831 $(21,929,891) $(1,909,331) 1,601,765,166
1993 10,065 1,826,704 271,170,552 (25,578,519) (2,317.754) 1,846,876,214
1994 182 556,776 (47,158,152) (63,971,042) (2,430.489) 1,733,873,489
1995 0 280,867 445,797,520 (53,296,928) (1,834,438) 2,124,820,510
1996 0 240,584 446,057,713 (63,161,700) (1,491,624) 2.506,465,483
1997 5,390 293,581 638,736,896 (64,163,429) (1,355,998) 3.079,981.923
1998 2,908 220,121 657,204,831 (77,280,086) (1,515,351) 3,658,614.346
1999 0 271,558 444,977,344 (82,413,789) (2,125,655) 4.019,323.804
2000 24,015 334,957 504,664,174 (92,603,352) (1,744,387) 4,429,999.211
2001 0 284,295 (240,404,969) (114,193,054) (2,445,360) 4.073,240,123
2002 0 215,347 (361,180,502) (114,943, 442) (2,749.437) 3,594,582.089
2003 0 220,961 197,960,245 (118,074,273) (2,947,557) 3,671,741.465
2004 0 207,720 523,076,990 (126,335,153) (2,500.456) 4.066,190,566
2005 0 194,247 411,080,563 (148,224,644) (2,203,875) 4,327,036.857
2006* 0 340,037 304,944,010 (18'1,310,692) (2,436,122) 4,448,574.090

* As of May 31, 2006
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EXHIBIT |
Actuarial Liabilities

Actuarial Accrued Llability

After Elections
June 1, 2006

Before Elections
June 1, 2006

July 1, 2005

Members in pay status;
Retirees*
Beneficiaries
Disableds
Total in pay status

Active members**
Non safety
Safety
Total Actives

Terminated members***
Vested
Nonvested
Total terminated

Total actuarial accrued liability

$1,844,343 144
96,052,312
61,697,344

$2,002,092,800
$1,384,215,868
$l,l65,938,269

2,596,125

$1,168,534,394
$4,554,843,062

$1,844,343, 144
96,052,312

61,697,344

$2,002,092,800
$2,515,775,748
$131,131,232

1,957,751
$133,088,983

$4,650,957,531

$1,477,930,304
86.512,775

57,403,236
$1,621,846,315
$2,550,023,801

0
$2,550,023,801

$127,934,208

_1.672,596
$129,606,804
$4,301,476,920

Current Llabllity

Members in pay status*
Active members**
Terminated members***
Total current liability

$2,002,092,800
806,800,462

1.168,534,394
$3,977,427,656

$2,002,092,800
1,654,057,090

133,088,983

$3,789.238,873

$1,621,846,315
1,740,355,195

129.606.804

$3,491,808 314

Actuarial Present Value of Projected Benefits

Members in pay status*
Active members**
Terminated Members***
Total

$2,002,092,800
2,191,004,145
1,168,534,394
$5,361,631,339

$2,002,092,800
3,628,171,463

133,088,983
$5,763,353,246

$1,621,846,315
3,568,625,632

129,606,804
$5,320,078,751

*For June 1, 2006, includes a liability of $9,036,934 for Lump Sum Cashouts, CAP balance payments and refunds of member contributions that were paid
on or after June 1, 2006.

**In the “After Elections” column, the active members liability represents the non-CAP liability for those active mempers transferring to the LANS defined
benefit plan.

*¥*In the "After Elections” column, the terminated members liability includes a CAP liability of $55,056,067 Jor members transferring to the [ANS
defined benefit plan. The non-CAP liability for members who terminated prior to the valuation date and are transferring to the LANS defined benefit plan
is $815,955.
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EXHIBIT J
Funded Status

Funded Status (Contribution Basis)

After Elections
June 1, 2008

Before Elections
June 1, 2006

July 1, 2005

Actuarial accrued liability (AAL)

Actuarial value of assets (AVA)
Unfunded/(Overfunded) actuarial accrued liability
Funded ratio (AVA/AAL)

$4,554,843,062

4.294.077.928
$260,765,134

94.3%

$4,650,957,531

4.294,077,928
$356,879,603

92.3%

$4,301,476,920
4,247.147,590
$54,329 330
98.7%

Funded Status (Full Funding Basls)*

Actuarial accrued liability (including normal cost)
150% of current liability (including normal cost)
Full funding liabilities (lesser of above liabilities)
Assets (lesser of actuarial value, market value)
Surplus/(deficit)

$4,648,651,197
6,124,761,839
4,648,651,197

4,294,077,928

$(354,573,269)

$4,785,290,539
5,949,391,358
4,785,290,539

4.294.077,928

$(491,212,611)

$4,429,710,763
5,478,147,563
4,429,710,763

4.247.147.590
$(182,563.173)

*Shown Jor illustration only.
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EXHIBITK
Development of Unfunded/(Overfunded) Actuarial Accrued Liability

Year Ended May 31, 2006

1. Unfunded/(Overfunded) actuarial accrued liability at beginning of year 354,329,330
2. Normal cost at beginning of year 117.547.689
3. Total contributions (employer and member) (340,037
4. Interest

(a) For whole year on (1) + 2) $11,816,545

(b) For half year on (3) (11,689

(c) Total interest 11,804,856
5. Expected unfunded/(overfunded) actuarial accrued liability $183,341,838
6. Changes due to:

(a) Actuarial loss $173.537.765

(b) Total changes 173,537,765
7. Unfunded/(Overfunded) actuarial accrued liability at end of year, before reflecting LANL $356,879,603

transfer elections
8. Effect of reflecting LANL transfer elections (96,114.469)
9. Unfunded/(Overﬁmded) actuarial accrued liability at end of year, after reflecting LANL $260,765,134

transfer elections

* Results have been adjusted for the eleven month period as necessary.
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EXHIBIT L
Section 415 Limitations

Section 415 of the Internal Revenue Code (IRC) specifies
the maximum benefits that may be paid to an individual
from a defined benefit plan and the maximum amounts that
may be allocated each year to an individual’s account in a
defined contribution plan.

A qualified pension plan may not pay benefits in excess of
the Section 415 limits. The ultimate penalty for non-
compliance is disqualification: active participants could be
taxed on their vested benefits and the IRS may seek to tax
the income earned on the plan’s assets.

In particular, Section 415(b) of the IRC limits the
maximum annual benefit payable at the Normal Retirement
Age to a dollar limit indexed for inflation. That limit is
$170,000 for 2005 and $175,000 for 2006. Normal
Retirement Age for these purposes is age 62. These are the
limits in simplified terms. They must be adjusted based on
each participant’s circumstances, form of benefits chosen
and after tax contributions.

The University pays benefits in excess of the limits through
a 415(m) Restoration Plan.

Legal Counsel’s review and interpretation of the law and
regulations should be sought on any questions in this
regard.
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EXHIBIT M
Definitions of Penslon Terms

The following list defines certain technical terms for the convenience of the reader:

Assumptions or Actuarial

Assumptions: The estimates on which the cost of the Plan is calculated including:
(a) Investment return — the rate of investment yield that the Plan will earn over

the long-term future;

(b) Mortality rates — the death rates of employees and pensioners; life
eXpectancy is based on these rates;

© Retirement rates — the rate or probability of retirement at a given age;

(d Turnover rates — the rates at which employees of various ages are expected
~ to leave employment for reasons other than death, disability, or retirement.

Normal Cost: The amount required to fund the level cost allocated to the current year of service.
Actuarial Accrued Liability
for Actives: The accumulated value of normal costs allocated to the years before the valuation
date.

Actuarial Accrued Liability
for Pensioners: The single sum value of lifetime benefits to existing pensioners. This sum takes
account of life expectancies appropriate to the ages of the pensioners and of the
interest that the sum is expected to earn before it is entirely paid out in benefits.

Unfunded (Overfunded) Actuarial
Accrued Liability: The extent to which the actuarial accrued liability of the Plan exceeds (or is exceeded
by) the assets of the Plan. There are many approaches to recognizing the unfunded or
overfunded actuarial accrued liability, from meeting the interest accrual only to
amortizing it over a specific period of time.
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SECTION 2: - Supplemental Information from the Valuation of the University of California Retirement Plan —
Los Alamos National Laboratory

Amortization of the Unfunded
(Overfunded) Actuarial
Accrued Liability:

Investment Return:

Current Liability:
Beneficiary:

Payments made over a period of years equal in value to the Plan’s unfunded or
overfunded actuarial accrued liability.

the fund. For actuarial purposes, the investment return reflects a smoothing of market

gains and losses to avoid significant swings in the value of assets from one vear to the
next.

The actuarial present value of accumulated plan benefits.

Used for statistical purposes only; includes Eligible Survivors, Contingent Annuitants
and Spouses/Domestic Partners

17
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SECTION 3: Reporting Information from the Valuation of the University of California Retirement Plan — Los Alamos

EXHIBIT |
Actuarial Assumptions and Methods

Demographic Assumptions

Post — Retirement Mortality Rates:

Healthy: 1994 Group Annuity Reserving Mortality Table unloaded, projected with scale AAto
2002. Ages are set back two years for males (from the male table) and set back one
year for females (from the female table).

Disabled: Based upon 1987 Group Long Term Disability Table (composite select and ultimate
rates).

Sample Termination Rates Before Retirement:

Rate (%)
Healthy Mortality Disabled Mortality* Disability Incidence
Age Male Female Male Female Male Female
20 . 0.04 0.03 19.60 15.10 0.14 0.06
25 0.06 0.03 18.18 13.81 0.15 0.08
30 0.08 0.03 11.49 7.88 0.16 0.10
35 0.09 0.04 7.86 5.48 0.18 0.16
40 0.10 0.06 5.26 4.13 0.22 0.26
45 0.13 0.0 ; 3.89 3.15 0.28 0.38
50 0.20 0.12 3.30 2.66 0.37 0.57
55 0.33 0.21 3.02 2.84 0.51 0.80
60 0.60 0.40 3.14 3.75 0.78 1.12
65 1.10 0.79 4.28 5.07 124 1.45

* Assumed to apply only while receiving a disability benefit.

18
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- Los Alamos
National Laboratory
Sample Termination Rates Before Retirement (continued):
Rate (%)
Withdrawal — Faculty*
At least one, but less At least two, but Jess
Less than one Year than two Years than three Years Three or more
of Service of Service of Service Years of Service
Age Unisex Unisex Unisex Unisex
20 24.00 22.00 21.00 21.00
25 24.00 20.00 18.00 16.00
30 21.00 10.00 9.00 9.00
35 12.00 . 8.00 5.00 4.00
40 12.00 6.00 5.00 ) 4.00
45 12.00 5.00 5.00 2.00
50 12.00 3.00 3.00 2.00
’ 55 12.00 3.00 3.00 2.00
60 12.00 3.00 . 3.00 2.00
* Withdrawal rates are assumed to be zero for those participants eligible for retirement
19
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niversity of California Retirement Plan - Los Alamos
National Laboratory

Sample Termination Rates Before Retirement (continued):

Rate (%)
Withdrawal - Staff*
At least one, but less At least two, but less
Less than one Year than two Years than three Years Three or more
of Service of Service ' of Service Years of Service

Age Unisex Unisex . Unisex Unisex

20 27.00 20.00 16.00 16.00

25 25.00 20.00 16.00 15.00

30 23.00 18.00 12.00 10.00

35 18.00 15.00 10.00 7.00

40 15.00 1000 8.00 5.00

45 15.00 7.00 6.00 3.00

50 12.00 7.00 6.00 3.00

55 12.00 7.00 4.00 2.00

60 12.00 7.00 4.00 2.00

* Withdrawal rates are assumed to be zero for those participants eligible for retirement.

20
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Sample Termination Rates Before Retirement (continued):

Rate (%)
Withdrawal - Safety*
At least one, At least two,
Less than one but less than two but less than three Three or more Years
Year of Service Years of Service Years of Service of Service
Age Male Female Male Female Male Female Male Female
20 25.00 25.00 25.00 25.00 25.00 25.00 25.00 25.00
25 20.00 20.00 20.00 20.00 20.00 19.00 18.00 18.00
30 15.00 20.00 15.00 20.00 15.00 16.00 10.00 11.00
35 10.00 19.00 10.00 19.00 10.00 15.00 6.00 7.00
40 10.00 16.00 10.00 16.00 10.00 10.00 4.00 6.00
45 10.00 14.00 10.00 14.00 10.00 10.00 3.00 6.00
50 10.00 10.00 10.00 10.00 10.00 10.00 2.00 5.00
55 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
60 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

* Withdrawal rates are assumed to be zero for those participants eligible for retirement.

*SEGAL
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Retirement Rates:

Retirement Probabiligy — Unisex

_Age
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70

Faculty Staff
3.00% 8.00%
2.00% 5.00%
2.00% 5.00%
2.00% 5.00%
2.00% 6.00%
2.00% 6.00%
2.00% 6.00%
2.00% 6.00%
2.00% 8.00%
4.00% 20.00%
5.00% 20.00%
5.00% 20.00%
5.00% 20.00%
5.00% 20.00%
5.00% 30.00%
6.00% 30.00%
6.00% 25.00%

10.00% 25.00%
10.00% 25.00%
15.00% 30.00%
100.00% 100.00%

Safet
20.00%
5.00%
5.00%
5.00%
5.00%
25.00%
25.00%
25.00%
25.00%
25.00%
25.00%
25.00%
50.00%
50.00%
75.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

[
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Retirement Age and Benefit
for Deferred Vested Members:

Form of Payment:

Deferred vested members are assumed to retire at age 50.

Life annuity for single members;

25% contingent annuity for members with Socia] Security in a relationship for at least
one year;

50% contingent annuity for members without Social Security in a relationship for at
least one year;

50% contingent annuity for Safety members in a relationship for at least one vear.

Future Benefit Accruals;

1.0 year of service per year for the full-time employees. Part-time employees are
assumed to earn full-time service for all future years.

Definition of Active Members:

All members of UCRP who are not separated from active employment as of the
valuation date or have not started receiving a monthly pension on or before the
valuation date.

The results of this valuation include liabilities even for members who have elected to
transfer to the LANS defined benefit plan. These members are stj]] valued as active
UCRP members and their liabilities are shown as active in the results.



SECTION 3; Reporting Information from the Valuation of the University of California Retirement Plan - Los Alamos
National Laboratory

Percent with Eligible Dependents (Samples):

Age Male Female
20 58.00% 66.50%
25 85.00 89.50
30 91,50 92.50
35 93.00 94.00
40 93.50 93.50
45 94.00 92.50
50 95.00 91.00
55 94.50 89.00
60 94.00 85.00
65 93.00 80.00
Spouse/Domestic Partner Ages: Members assumed to have an opposite sex spouse or domestic partner, with females

three years younger than males.

Number of Dependents (Samples): :
Number of Eligible Dependents per Active
Member with Dependents

Age Male Female
20 1.0 1.0
25 1.8 23
30 23 3.2
35 3.0 3.1
40 3.5 2.5
45 3.0 2.0
50 2.5 1.5
55 2.0 1.3
60 1.5 1.1
65 1.3 1.1

24
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Reporting information from the Valuation of the University of California Retirement Plan - Los Alamos

Economic Assumptions

Net Investment Return:

Consumer Price Index:

Salary Increases (Samples):

Administrative Expenses:

7.50% (including 4.00% for inflation)
Increase of 4.00% per year.

Annual Rate of Compensation Increase

The sum of 4.00% inflation (at all ages) plus
the following Merit and Longevity increases:

Age

20 2.50%
25 2.50%
30 2.10%
35 1.70%
40 1.50%
45 1.30%
50, 1.20%
55 . 1.10%
60 0.90%

The assumed salary increases will be 2.0% lower overall for the period June 1, 2006
through June 30, 2007.

0.5% of payroll added to normal cost.

Actuarial Methods
Actuarial Value of Assets:

* SEGAL

The market value of assets less unrecognized returns in each of the last five years.
Unrecognized return is equal to the difference between the actual and the expected
returns on a market value basis and is recognized over a five-year period.

For assets allocated to LANL, this is approximated as the total UCRP actuarial value
multiplied by the ratio of market value of LANL allocated assets to the total UCRP
market value.
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SECTION 3: Reporting Information from the Valuation of the University of California Retirement Plan — Los Alamos
National Laboratory

Actuarial Cost Method: Entry Age Normal Actuarial Cost Method. Entry Age is calculated as the valuation

accrual rate has always been in effect.

Other Actuarial Assumptions

Lump Sum Assumptions:

Discount Rate: 7.50%
COLA: : 2.00%
Take-rate: None assumed.
Mortality: 1994 Group Annuity Reserving Mortality Table unloaded for males set back three
years, projected with scale AA to 2002.
Approximations:
Guaranteed Survivor and
Disability Benefits Liability and normal cost for guaranteed survivor and disability benefits for members
: who elected Social Security was estimated as 10% of their basic liability and normal
cost.
Sick Leave Service has been increased by 0.2% for faculty, 1.4% for staff, and 2.5% for safety
members to account for unused sick leave.
Changes in Assumptions: There have been no changes in actuarial assumptions since the previous valuation.
26
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SECTION 3: Reporting Information from the Valuation of the University of California Retirement Plan - Los Alamos

National Laboratory

EXHIBIT II
Summary of Plan Provisions

This exhibit summarizes the major provisions of the Plan included in the valuation. It is not intended to be, nor should it be
interpreted as, a complete statement of al] plan provisions,

Effective Date:

April 24, 1954. Includes amendments through June 1, 2006.

Covered Employees:

Generally all employees who are not members of another retirement system to which
the Regents contribute, and who:

a.  Are appointed to work 50% time or more for one year or longer or
b. Have generally accumulated at least 1,000 hours in a 12-month period.

Highest Average Plan
Compensation (HAPC):

* SEGAL

Highest average monthly full-time-equivalent base compensation rate received during
any period of 36 consecutive months,
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Age Factor: Percentage of HAPC per year of service credit (interpolated for fractional ages).
Nonsafety Members
Age Factor Apge Factor

50 1.10% 56 1.94%
51 1.24 57 2.08
52 1.38 58 2.22
53 1.52 59 2.36
54 1.66 60+ 2.50
55 . 1.80

Safety Members 3.0% at all ages 50 and above.

Tier Il Members Equal to one-half of the Age Factor for Nonsafety Members,

Benefit Percentage:

Age Factor multiplied by years of service credit; not to exceed 100%.

Basic Retirement Income (BRI):

Members without Social Security
Members with Social Security
Safety Members

Benefit Percentage x HAPC.
Benefit Percentage x HAPC in excess of $133 per month.
Benefit Percentage x HAPC.

28
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National Laboratory

Service Retirement:
Eligibility

Benefit
Form of Payment
Payment Options

Lump Sum Cashout

Age 50 with 5 years of service credit, or

Age 62 regardless of service credit if membership began on or before July 1, 1989, or
Retirement on Normal Retirement Date.

BRI.

Single Life Annuity.

Full continuance to contingent annuitant; two-thirds continuance to contingent
annuitant; one-half continuance to contingent annuitant: one-half continuance
(including post-retirement survivor continuance) to surviving spouse or domestic
partner (for members with Social Security only).

May be elected in lieu of monthly retirement income.

Temporary Social Security Supplement:

Eligibility
Benefit

Form of Payment,
Payment Options

For members with Social Security only and retirement must occur before age 65.

Temporary annuity payable to age 65 in the amount of $133 per month multiplied by
Benefit Percentage.

Single Life Annuity.

None.
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SECTION 3:  Reporting Information from the Valuation of the University of California Retirement Plan — Los Alamos

National Laboratory

Disability:
Eligibility

Benefit

Member without Social
Security

Member with Social Security

Safety Members(Non-duty)
Safety Members(Duty)
Form of Payment

Disability Income Period

Members disabled before
November 5, 1990

Members disabled on or after
November 5, 1990

Disablement after five years of service credit; safety members are eligible for duty
disability without regard to years of service credit. Service credit continues to accrue
during disabled period.

25% of final salary, plus 5% of final salary per vear of service credit greater than two.
total not to exceed 40% of final salary, plus 5% of final salary for each eligible child,
total not to exceed 20% of final salary.

15% of final salary, plus 2.5% of final salary per year of service credit greater than
two, total not to exceed 40% of final salary, less $106.40 per month.

Same as for members without Social Security; includes eligible child’s benefit.
50% of HAPC, or non-duty disability benefit if greater.

Single life annuity payable until end of disability income period or retirement date if
earlier. '

To earliest of:

Date member is eligible to retire and retirement income equals or exceeds disability
Income;

Age 62 (age 67 for members without Social Security); or

Date member retires.

If under age 65 at disablement:

Members with Social Security: to age 65 or five years if longer.
Members without Social Security: to age 67 or five years if longer.
If age 65 or older at disablement: to age 70 or 12 months if longer.
Disability income ends if member is no longer disabled.

(2]
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National Laboratory

Vested Termination:
Eligibility

Benefit
Form of Payment

Payment Options
Refund Option

Lump Sum Cashout

Five years of service credit, or age 62 regardless of service credit if membership
began on or before July 1, 1989.

BRI beginning at age 50 or later, calculated using HAPC at termination date. adjusting
for CPI changes (see Cost-of-Living Adjustment), and benefit formula in effect when
benefits commence.

As for retirement.
As for retirement.

Member may elect a refund of contributions with interest, thereby forfeiting all other
benefits.

May be elected in lieu of retirement income, available only if at least age 50 with five
vears service credit at date of termination,



SECTION 3:  Reporting Information from the Valuation of the University of California Retirement Plan - Los Alamos
National Laboratory

Pre-retirement Survivor Income:

Eligibility Eligible survivor of deceased active or disabled member with two or more years of
service credit; no service requirement for duty-related death of Safety member.
Benefit
Member without Social
Security Percent of final salary as follows:
Eligible Survivors Percent Minimum Benefit
1 25% $200
2 35 $300
3 40 $300 plus 5% of final salary
4 45 $300 plus 10% of final salary
5+ 50 $300 plus 15% of final salary

Member with Social Security  25% of final salary less $106.40 per month.

Safety Members, non-duty
death As for members without Social Security.

Safety Members, duty death Percentage of HAPC as follows, but not less than benefit for non-duty death.

Eligible Survivors Percent of HAPC
i 50.0%
2 62.5
3 70.0
4+ 75.0
Death while eligible to retire
Eligibility Eligible surviving spouse or domestic partner of active. disabled or inactive member

who dies while eligible to retire.

Benefit Greater of benefit described above or monthly benefit to surviving spouse or domestic
: partner assuming member had retired on date of death and elected full continuance
option with spouse or domestic partner as contingent annuitant.

(S )
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SECTION 3:  Reporting Information from the Valuation of the University of California Retirement Plan — Los Alamos
National Laboratory

Post-retirement Survivor Continuance:

Eligibility Eligible survivor of deceased retired member.
Benefit

Member withour Social

Security 50% of BRI including COLA.

Member with Social Security ~ 25% of BRI including COLA, plus 25% of Temporary Social Security Supplement
(ends when member would have reached age 65).

Safety Members 50% of BRI including COLA.

Lump Sum Death Benefit:
Eligibility Active, inactive, disabled, or retired member.
Basic Benefit

Active member who became
a member before

October 1, 1990 Greater of :
$1,500 plus one month’s final salary, or $7,500.
All others $7,500
Residual Benefit Refund of member contributions plus interest, reduced by a portion of benefits

received (100% of retirement income, 50% of pre-retirement survivor income or
disability income) payable to beneficiary if no survivor, surviving spouse, domestic
partner, or contingent annuitant.

Normal Retirement Date: Attainment of age 60 with five years of service credit.

|
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SECTION 3.  Reporting Information from the Valuation of the University of California Retirement Plan ~ Los Alamos

National Laboratory

Eligible Survivor:

Eligible Spouse or
Domestic Partmer

Eligible Child

Eligible Dependent Parent

Spouse or domestic partner of deceased active or disabled member in relationship for
at least one year before date of death and who is:

Responsible for care of eligible child, disabled, or age 60 (age 50 if spouse of member
without Social Security and in Plan prior to October 19, 1973).

Child that is either under age 18, under age 22 and full-time student, or disabled. if
disability occurred prior to age 18 or age 22 if a full-time student.

Parent of deceased active, disabled or retired member, supported by 50% or more by
member for one year prior to earliest of death, disablement or retirement.

Inactive Member:

Former UCRP member who retains right to vested benefits.

Cost-of-Living Adjustment:
Basic

Supplemental

COLA applies to:

Retired members, survivors,
disabled members, and

contingent annuitants receiving

retirement income

Inactive members

Disabled members receiving
disability income since before
November 5, 1990

*SEGAL

100% of annual Consumer Price Index (CPI) increase up to 2% per year.
Greater of: 75% of annual CPI increase above 4%, or accumutated increment.

Accumulated increment: 2% compounded annually from the member’s COLA
eligibility date through the current date, less 2%.

The sum of the Basic and Supplemental COLA’s cannot exceed 6% in a vear.

Benefits in pay status one or more years on July 1.

HAPC (used to calculate retirement income) adjusted for COLA up to 2% per year
from separation date to retirement date; retirement income adjusted using COLA
formula.

HAPC (used to calculate retirement income) adjusted for COLA up to COLA formula
above for years from disablement to retirement date.
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Capital Accumulation Provision(CAP):

Eligibility Active member on specified date; benefits immediately vested.
Allocation Dates

April 1, 1992 Active member from December 31, 1991 through April 1, 1992: 5.0% of 1991
calendar year covered compensation.

July 1, 1992 Active member on July 1, 1992: 2.5% of 1991-1992 fiscal year covered
compensation.

July 1, 1993 Active member on July 1, 1993: 2.5% of 1992-1993 fiscal year covered
compensation.

November 1, 1993 Active member on October 1, 1993 and subject to 1993-1994 salary plan: 5.26% of
July through October 1993 covered compensation. Not applicable for laboratory
members.

July 1, 1994 Active member on June 1, 1994 and subject to 1993-1994 salary plan: 2.67% of

November 1993 through June 1994 covered compensation. Not applicable for
laboratory members.

May 1, 2002 Active member on April 1, 2002: 3.0% of April 2001 through March 2002 covered
compensation.
May 1, 2003 Active member on April 1,2003: 5.0% of April 2002 through March 2003 covered
compensation.
Interest Credit Regent’s approved interest rate; currently 8.5% per year for pre-2002 CAPs and 7.5%
for 2002 and later CAPs (CAP II).
Payment Lump sum payment upon termination, retirement or death.
University Contributions: Determined by the Entry-Age Normal Cost method. Beginning with the 1990 plan

year, the Regents adopted a full funding policy. Under that policy, the University will
suspend contributions when the smaller of the market value or the actuarial value of
plan assets exceeds the lesser of:

The actuarial accrued liability (including normal cost), or

150% of the estimated current liability (including normal cost).

*SEGAL
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National Laboratory
Member Contributions: Member contributions are currently being redirected to the UC Defined Contribution
Plan.
Members without Social Security  3.0% of covered compensation, less $19 per month.
Members with Social Security 2.0% of covered compensation up to the Social Security wage base, plus 4.0% of
excess covered compensation, minus $19 per month.
Safety Members 3.0% of covered compensation, less $19 per month.
Interest Credit Regent’s approved interest rate; currently 6.0% per year.
Changes in Plan Provisions: There have been no changes in plan provisions since the last valuation that have a

material impact on Plan liabilities and normal cost.

Active members at the Los Alamos National Laboratory made an election to either
become inactive in UCRP or to transfer to a defined benefit plan that begins effective
June 1, 2006 for the Los Alamos National Security LLC (LANS). This valuation
includes results reflecting the LANL transfer elections. However, it does not reflect
the actual transfer of assets and liabilities to the LANS defined benefit plan. This
means that the results of this valuation include liabilities even for members who have
elected to transfer to the LANS defined benefit plan. These members are still valued
as active UCRP members and their UCRP liabilities are shown as active in the results.
LANL members who elected not to transfer to the LANS defined benefit plan are
included in the valuation results either as terminated vested or nonvested members.
Consistent with current practice, for those terminated members who were eligible for
retirement, we have assumed a July 1, 2006 commencement date for their retirement
benefits.

199609v3/05693.001
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Exhibit 2-Proposed Approach for Asset Allocation for Transfer to the LANS Pian

The following is an lilustration of the approach to determine the amount of each investment to be transferred from the University of Caiifornia Retirement Plan (UCRP) to the Los Alamos National Security, LLC,
Defined Benefit Plan (LANS Plan) based on a hypothetical transfer amount of $1.279 billion on a hypothetical transfer date of December 31, 2006.

Amount of hypothetical transfer from UCRP to the LANS Pian: $ 1,279,000,000.00 (Note 1)

Column 1 Column 2 Column 3 Column 4 Column 5 Column 6
Summary of Actual UCRP Investments as of Pro-rata portion of UCRP
December 31, 2006 (Note 2) Investments Equaling Determination of investments to be Transferred from UCRP to the LANS DB Plan (Note 3)
Transfer Amount
Corresponding Amount Investments to be Transferred from UCRP
Investments Market Value =2.713% x Column 2 All UCRP investments from Column 3 to the LANS DB Plan
Small Cap $ 1,172,314,252.00 | $ 31,805,951.29 Small Cap $ 31,805,951.29
Large Cap 8,952,254,408.00 242,882,799.71 Large Cap 242,882,799.71
lINon US 3,179,254,936.00 86,256,076.36 Russell 3000 TF 342,126,267.52
IEmrg Markt (NAV) 1,500,896,026.00 40,720,673.50 Equitization Port 1,632,936.23
Equltlzation Port 60,187,302.50 1,632,936.23 1/2 Real Estate 4,910,450.05
Priv Equity & Eq Dist 26,326,004.47
iRussell 3000 TF index 12,610,202,905.00 342,126,267.52 Subtotal 649,684,409.27 | Russell 3000 Tobacco Free Index
MSCI EAFE + Canada TF 5,746,415,322.00 155,905,471.19
MSCI Eafe+ Canada TF index 155,905,471.19
lfixed inc 5,708,988,069.00 154,890,035.80 Non US Eq 86,256,076.36
Emrg Market 40,720,673.50
ps 2,679,842,685.00 72,706,568.03 Subtotal 282,882,221.06 | MSCI EAFE + Canada Tobacco Free Index
Fi transition 801,116,154.00 21,735,009.47 Tips 72,706,568.03 | Lehman Brothers U.S. Treasury TIPS index
ki high yield int 462,323,381.00 12,543,253.58 Fixed income 154,890,035.80
fi high yield ext 556,152,958.00 15,088,935.29 Fi High Yield int 12,543,253.58
Fi High Yield Ext 15,088,935.29
ift emrg mrkt Int 935,590,860.00 25,383,430.49 Fi Transition . 21,735,009.47
1/2 Real Estate 4,910,450.05
'WGBI Index 1,394,196,895.34 37,825,829.10 Subtotal 209,167,684.20 | Fi Transition - CG LPF Bond index
1quuldlty 49,753,506.54 1,349,857.86 LFI Emrg Mrkt 25,383,430.45
WGB! Index 37,825,829.10
Real estate 361,981,978.00 9,820,900.11 Subtotal 63,209,259.59 | WGBI index
Priv equity 966,093,362.00 26,210,991.09 Liquidity 1,349,857.86 | Liquidity Portfollo
eq dist 4,239,201.00 115,013.38
Total| $  47,141,804,201.38 | $ 1,279,000,000.00 Total] §  1,279,000,000.00

Note 1: This amount will be changed to the Asset Transfer Amount as of the Asset Transfer Date when the actual transfer is determined.
Note 2: The actual assets In UCRP as of the Asset Transfer Date will be used when the actual transfer Is determined.

Note 3: Instead of transferring a portion of each investment of UCRP (investment as shown In Column 1 and amount in Golumn 3
as shown in Column 6 and amount as shown in bold in Column 5) grouped by similar types (as shown in Column 4) so that the tot:

), the transfer amount will be apportioned to a subset of the Investments (investment
al transfer amount equals the total amount from Column 3.
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EXHIBIT 3

PRICING PROCEDURES FOR ASSET CLASSED
HELD IN
UNIVERSITY OF CALIFORNIA RETIREMENT PLAN

The asset classes held in the University of California Retirement Plan (UCRP) will be priced
according to the Pricing Procedures described in the chart attached hereto as Attachment 1. The
Pricing Procedures are used by State Street Investor Services ("State Street"), the custodian of
the UCRP trust, to price the assets of the UCRP generally. The procedures are subject to State -
Street's intemal controls that are regularly tested and evaluated by an independent auditor,

Attached hereto as Attachment 2 is the Report of Independent Service Auditors (Report) on State
Street's internal controls related to its recordkeeping and custody services. The Report was
prepared by PriceWaterhouseCoopers for the period April 1, 2006 through September 30, 2006 in
accordance with standards established by the American Institute of Certified Public Accountants
(Statement on Auditing Standards No. 70, as amended).

Attached hereto as Attachment 3 are the relevant pages from Section V of the Report that
address controls providing reasonable assurance that securities are valued completely and in
accordance with client instructions. ‘
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Exhibit 3 - Pricing Procedures for Asset Classes Held in UCRP
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State Street
Investor Services
Global Controls Examination

Report on the Controls of State Street Investor Services
as a Service Organization

For the Period April 1, 2006 through September 30, 2006

This report is confidential and its use is imited to State Street Investor Services, its customers
and their auditors.



PRICEAATERHOUSE(COPERS

PricewaterhouseCoopears LLP
125 High Streat

Boston MA (2113

Telephone (517} 530 5000
Facsimile (§17) 530 5001

Report of Independent Service Aunditors

To the Management and the Board of Directors of State Street Corporation

We have examined the accompanying description of the controls surrounding the custody and
recordkeeping functions of State Street Corporation (“State Street”) applicable to the processing of
transactions and the safekeeping of assets for customers of State Street’s Investor Services
(“Investor Services”), including its operations and related support areas in Australia, Canada,
Germany, Hong Kong, India, Ireland, Japan, Luxembourg, Singapore, South Africa, the United
Kingdom and the United States of America, ag described in Section I A. Our examination included
procedures to obtain reasonable assurance about whether: (1) the accompanying description included
in Sections 11 through V presents fairly, in all material respects, the aspects of State Street’s controls
that may be relevant to the internal control relating to recordkeeping and custody of the assets of
customers of Invegtor Services as it relates to an audit of financial statements, (2) the controls as
described in Section V were suitably designed to achieve the control objectives specified in Section V,
if those controls were complied with satisfactorily and customers and subservicers of Investor
Services applied the controls contemplated in the design of State Street’s controls, as described in
Section Il E, and (3) such controls had been placed in operation as of September 30, 2006, Investor
Services uses various subservice organizations to obtain information and to perform various fimctions
related to the recordkeeping for and the custody of assets. The accompanying description includes
only those controls and related control objectives of State Street’s Investor Services and supporting
areas, and does not include controls and related control objectives at the subservice organizations
described in Section 1I E. Our examination did not extend to controls of these subservice
organizations. The control objectives were specified by the management of State Street. Our
examination was performed in accordance with standards established by the American Institute of
Certified Public Accountants (Statement on Auditing Standards No. 70, as amended), and also
considered the following international standards:

= Section 5970 of the Canadian Institute of Chartered Accountants (CICA) Handbook,

* Financial Reporting and Auditing Group (FRAG) 21/94 (Revised) [Audit 4/97] issued by the
Institute of Chartered Accountants in England and Wales,

*  Australian Auditing Standard AUS 404 issued by the Australian Accounting Research Foundation
on behalf of the Australian Society of Certified Practicing Accountants and the Institute of
Chartered Accountants in Australia,

* New Zealand Auditing Standard AS 404 issued by the Institute of Chartered Accountants of
New Zealand,

»  Hong Kong Institute of Certified Public Accountants Practice Note 860.2,
* Japanese Institute of Certified Public Accountants (Audit Standards Committee Report No. 18),
and

+  International Federation of Accountants International Standard on Auditing 402

Section | page 1
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To the Management and the Board of Directors of State Street Corporation
Page 2

and included those procedures we considered necessary in the circumstances to obtain a reasonable basis
for rendering our opinion.

In our opinion, the accompanying description of the aforementioned controls presents fairly, in all
material respects, the relevant aspects of State Street’s controls that had been placed in operation as

of September 30, 2006. Also, in our opinion, the controls, as described in Section V of this report,

are suitably designed to provide reasonable assurance that the specified control objectives would be
achieved if the described controls were complied with satisfactorily and customers and subservicers of
Investor Services applied the controls contemplated in the design of State Street’s controls..

In addition to the procedures we considered necessary to render our opinion as expressed in the
preceding paragraph, we applied tests to specific controls, listed in Section V, to obtain evidence
about their effectiveness in meeting the related control objectives during the period from April 1,
2006 to September 30, 2006. The specific controls, related control objectives, and the nature,
timing, extent and results of the tests are described in Sections V and VI of this report. This
information has been provided to customers of Investor Services and to their auditors to be taken
into consideration, along with information about the internal control at customer organizations,
when making assessments of control risk for customer organizations. In our opinion the controls
that were tested, as described in Section V, were operating with sufficient effectiveness to provide
reasonable, but not absolute, assurance that the related control objectives specified were achieved
during the period from April 1, 2006 to September 30, 2006. However as described in Section 11, the
scope of our examination did not include tests of operating effectiveness of certain control activities
in every location and accordingly, State Street anticipates that user auditors will evaluate the
operating effectiveness of such controls outlined in Section V.

The relative effectiveness and significance of specific controls at State Street and their effect on
assessments of control risk at customers of Investor Services are dependent on their interaction with
the controls and other factors present at individual customer organizations. We have performed no
procedures to evaluate the effectiveness of controls at individual customers of Investor Services.

The description of controls at State Street is as of September 30, 2006, and information about tests
of the operating effectiveness of specific controls covers the period from April 1, 2006 to
September 30, 2006. Any projection of such information to the future is subject to the risk that,
because of change, the description may no longer portray the controls in existence. The potential
effectiveness of specific controls at State Street is subject to inherent limitations and, accordingly,
errors or fraud may occur and not be detected. Furthermore, the projection of any conclusions, based
on our findings, to future periods is subject to the risk that (1) changes made to the system or
controls, (2) changes in processing requirements, or (3) changes required because of the passage of
time may alter the validity of such conclusions.

page 2 Section !
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To the Management and the Board of Directors of State Street Corporation
Page 3

The information included in Section VI of this report is presented by State Street to provide
additional information to user organizations and is not part of State Street’s description of controls
placed in operation. The information in Section VII has not been subjected to the procedures applied
in the examination of the description of controls of Investor Services, and accordingly, we express

no opinion on it.

This report is intended solely for use by the management of State Street, customers of Investor
Services and the independent auditors of such customers.

/mmﬂ;&w@,w L7

November 30, 2006

Section |
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STATE STREET. Eoston, i 0210

November 30, 2006

Report by the Management of State Street

As Management of State Street, we are responsible for the design, implementation and
maistenance of State Strect’s controls and for the declarations and assertions in this report. In
carrying out this responsibility, we have had regard not only to the interests of clients, but also to
those of the owners of the business and the general effectiveness and efficiency of its operations.

The controls surrounding relevant recordkeeping and custody functions of State Street’s Investor
Services are described in Overview Sections 1I-V of this report. Investor Services controls are
established in order to provide the necessary level of protection for the assets entrusted to our
care and to ensure that transactions are properly recorded. This level of protection is more
specifically defined in terms of control objectives, as well as controls established to meet cach of
_these objectives, as detailed in Section V of this report. Appropriate controls have been in place
and operating effectively throughout the period from April 1, 2006 to September 36, 2006.

Signed on behalf of the Management of State Street

Ronald E. Logue
Chairman and Chiet Executive Officer

Section | page 5
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Relevant Pages from Section V—State Street Investor Services
Global Controls Examination

Control Objective 8



Control Objective 8

STATE STREET CONTROLS _

Global Pricing Services {"GPS") lacated in the UK. and U.S.
provides pricing support services for NAVigator and MCH to
State Street’s global client base. Clients requiring daily pricing
primarily use the NAVigator system. Clients requiring fess
time-critical, non-daity valuations primarily use MCH. GPS

in the U.S. provides exchange rates to State Street's global
client base for both MCH and NAVigator priced funds,

Global Pricing Services

Securities price data is electronically obtained daily using
third-party pricing vendors. Pricing administration and data
center operations personnel monitor the daily vendor trans-
mission process for timeliness and completeness.

Pricing data obtained from third-party vendors automatically
populates the pricing database. NAVigator electronically
retrieves prices from the pricing database based on the
nunique asset identifier and the associated NAVigator price
source code. Priced holdings on MCH are available to users
once the overnight batch job update has been completed.

NAVigator and MCH pricing parameters {i.e., pricing sources,
pricing methods, foreign exchange sources, tolerance levels
and market indices) are based on the client’s instructions.

GPS personnel set up new funds in NAVigator upon receipt of
the NAVigator User Request Form from authorized personnel
in the portfolio administration group. A review is performed
1o compare the information posted to NAVigator to the
NAVigator User Request Form. Exceptions are followed up

on and resolved.

Section V

See Control Objective 25 for Data Transmissions Controls
surraunding vendor pricing feeds.

Observed the receipt and processing of portfolio pricing data.

Utilized an ITF to test the NAVigator pricing process by trans-
mitting test fund positions to the NAVigator system for
pricing.

Utilized an ITF'to test that fund positions on fMCH are priced.

In all of the locations, Stote Street anticipates that the user
auditor will evaluate the operating effectivenass of the setup

of pricing sources on NAVigator in accordonce with client
instructions.

Observed the procedures performed by GPS personnel to set
up a new fund on NAVigator based on the NAVigator User
Request Form.

For a selection of new funds set up or changes made during
the period, inspected the NAVigator User Request Form
received by GPS for evidence of signed authorization by
appropriate personnel in the portfolio administration group.

Inspected a selection of new funds set up and changes made
during the period, to verify accuracy of the new fund setup
and changes made,

Controls provide reasonable assurance that securities are valued completely and in accordance with client instructions.

No exceptions noted.

No exceptions noted.

No exceptions noted.

No exceptions noted.

No exceptions noted.

No exceptions noted,

| PwCTEST RESULTS "~ . -
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Control Objective 8

Controls provide reasonable assur.

'STATE STREET CONTROLS

GPS performs second source data guality checks on listed
equity securities for which there are two prices available.
Exceptions are researched and prices are updated in

NAVigator, if required, for both NAVigator and MCH users.

Tolerance failures on fixed-incoms securities may be verified
to 2 second source; however, exceptions are generally
returned to the original vendor in the form of a price
challenge.

Exchan ge Rates

Currency exchange rates are obtained at specific intervals
throughout the day from Reuters and WM Company.

For rates provided by Reuters only, MCH compares the prior
day’s exchange rate to the current day's exchange rate. Out-
of-tolerance (exceed predetermined threshold} exchange rate
reports for Reuters are reviewed daily by the Global Pricing
Services' staff. The out-of-tolerance exchange rates including
stale and missing exchange rates are checked to another
independent source. Following verification and management
review, exchange rates are approved and made available to
users through MCH.

NAVigator Pricing

Australia, Canada, Ireland, Luxembourg and the U.X. have
centralized processing units (e.g., centralized valuation
groups) that are responsible for performing review of manual
pricing and/or rejected prices. The centralized processing unit
in Luxemboury performs these controls on behalf of Germany.
In the U.S. these controls are performed by the individual

portfolio administration groups. Hong Kong and Singapore
do not price on NAVigator.

Section V

| PWC TESTS . -

Observed the procedures performed by GPS personnel to
review and research exceptions resulting from second source
data quality checks for equity securities.

Inspected a selection of data quality reports for evidence

of proper research and review of exceptions from second
source quality checks.

Observed the pracess performed by GPS personnel to review
and research fixed-income securities which exceed day-to-day
State Street tolerance levels,

Observed the receipt and pracessing of currency exchange
rates.

Inspected 3 selection of out-of-tolerance, missing and stale
exchange rates for evidence of proper verification and review.

Utilized CAAT to reperform the automated out-of-tolerance
report for IDC and Reuters exchange rates to assess its
completeness and accuracy.

Utilized an ITF to test the mark-ta-market of foreign currency
denominated payable and receivable balances on MCH.

ance that securities are valued completely and in accordance with client instructions.

| - PwC TEST RESULTS .

No exceptions noted.

No exceptions noted.

No exceptions noted.

No exceptions noted,
No exceptions noted.

No exceptions noted.

No exceptions noted.
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Control Objective 8

Controls provide reasonable assurance that securities are valued completely and in accordance with cli

STATE STREET CONTROLS

NAVigator alerts the centralized processing unit personnel or
portfolio administrator if the pricing data is not the most
recent data.

NAVigator calculates security price and foreign exchange rate
tolerance limits that are determined by the customer,

As the price sources become available {portfolio administra-
tors monitor price source receipt onling), prices rejected by
the system edit checks are retrisved ang reviewed.

The portfolio administration groups or centralized processing
units review manual source pricing data, price overrides and
other price adjustments {including Fair Value recelved directly
from the client) for authorization and completeness then
manually enter the information in NAVigator.

The Rejected Pricing Report or equivalent {detailing the
securities previous and current day prices, reject reason code
and status) is reviewed daily by the portfolio administration
group or centralized processing units supervisory personnel,
Price reject reasons include tolerance failure, no price or
stale price.

Section V

PwC TESTS

Utilized an ITF to test online edit controls surrounding
non-current pricing data.

Utilized an ITF to test the mathematical accuracy of the
NAVigator tolerance check function.

Utilized an ITF to test reporting of rejected reason and statys
codes for out-of-tolerance pricing data.

Observed the review of manual source pricing data performed
for completeness and accu racy.

Inspected a selection of pricing reports, and supporting docu-
mentation for evidence of review of prices manually input to
NAVigator {i.., manual source pricing, price overrides, price
adjustments),

Observed the review of the Rejected Pricing Report (or equiva-
lent) by the pricing coordinator or supervisory personnel,

Inspected a selection of pricing reports and supporting docu-
mentation, as applicable, for evidence of review of unpriced,
stale, and out-of-tolerance prices.

ent instructions.

PwC TEST RESULTS

No exceptions noted.

No exceptions note.

No exceptions noted,

No exceptions noted.

For one of 227 funds selected for testing,
the review of manually input prices did
not detect a manual input error of the
current day price.

Management ResEonse

The above fund is serviced in us.
Institutional Investor Services. Manage-
ment agrees the manual price input was
incorrect. The error was immaterial to the
fund and did riot trigger a restatement of
the portfolio. Management has reinforced
with the apprapriate staff the need for
proper review of all manually priced
securities.

No exceptions noted.

No exceptions noted.
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Control Objective 8

Controls provide reasonable assurance that securities are

STATE STREET CONTROLS

Once exceptions have baen resolved, NAVigator tlectronleally
calculates the partfolio's market valye and net asset valye.

A report to identify stale prices within the fixed-income secu-
rity vendor feed files is run centrally for Investor Services
within GPS. Prices that have not changed in 10 business days
are researched via GPS personnel contacting the pricing
vendor source monthly and then updating the priclng data-
base as applicable.

Luxembourg NAV igator Pricing

Certain vendor pricing feeds are received directly by the
Luxembourg Pricing Team to meet specific client requests and
for intraday pricing purposes. These feeds are monitored in
Luxembourg and transmitted to NAVigator when received.

NAVigator Fair Value Pricing (U.S: Mutual Funds)

Upon receipt of the Fair Value Application ["FVA"} Set Up
Form, Global Pricing Seivices will assign a user ID for the
specified funds and designate the appropriate vendor within
the FVA.

Receipt of the vendor feeds are monitored by GPS. The FVA
will not accept a file from a day other than the current day.

State Street will apply fair value pricing based upon client
instructions {i.e., daily or predefined market trigger), which
may include standing instructions,

Section V

. PwC TESTS

" Inlreland, State Street anticipates that the yser cuditor

wili evaluate the operating effectiveness of the controls
surrounding the review of prices manually input and review of
significant price movements ond rejected or out-of-tolerance
prices.

Utilized an ITF to test the calculation and summarization of
market values for individual securities and portfolios in total,

Utilized an ITF to test that NAVigator requires verification
of share totals prior to the net asset value caleulation,

Utilized an ITF to test the completeness and mathematical
accuracy of the NAV Check Report.

Observed GPS personnel identify stale prices and then contact
the pricing vendor or other independent source for resolution.

Inspected a selection of stale price reports for evidence
of proper follow up with vendors by GPS personnel,

LuXcmbourg - For a selection of dates, reviewed the monitor-
ing controls over vendor pricing feeds recejved by the
Luxembourg Pricing Team and transmitted to NAVigator.

U.S. - For a selection of Fair Valuation clients, inspected Fair
Valuation Authorization Forms to test that the client was

accurately set up on the FVA and approved by an authorized
individual.

Utilized an ITF to test that vendor factor feeds must be
complete and not from a day other than the current day
to be accepted by the FVA. ’

Inquired of management concerning fair valuation triggers
and procedures.

PwC.TEST RESULTS

No exceptions noted.
No exceptions noted.
No exceptions noted.
No exceptions noted.

No exceptions noted.

No exceptions noted.

No exceptions noted.

No exceptions noted,

No exceptions noted.
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Control Objective 8

STATE STREET CONTROLS

After pricing securities on NAVigator and reviewing local
prices for reasonability and accuracy, individual portfolio
administration groups download 3 holdings file from
NAVigator and upload into State Street's FVA. The number
of records in the holdings filc is validated when files are
uploaded into the FVA. Upon completion of the upload the
portfolio administrator receives an “upload successful”
message.

Once the Fair Value factors have been received, tha portfolio
administration group will select the client authorized con-
fidence interval, if applicable, and create the NAvVigator Fair

Value Price File, a list of the securities which were fair valued.

The portfolio administrator then Creates and reviews the Fv
Comparison File showing securities fair valuad and securities
not fair valued. The portfolio administration group will upload
the Fair Value Price File into NAVigator and will receive

a message indicating the upload was successfyl along with
the number of records processed and not processed.

The individual portfolio administration groups will then
perform a final NAV price review.

MCH Pricing

Centralized processing units in Canada, India, Ireland,
Luxembourg and South Africa are responsidle for performing
review of out-of-tolerance reports. Centralized processing
units in Canada, Ireland, Luxembourg and South Africa are
responsible for performing review of manual prices,

Section V

PwC TESTS

In the United Stotes, Stote Street onticipotes that the user
auditor will eveluate the operating effectiveness of the
controls surrounding the review of market movements in order
to determine to use fair valye pricing.

Inquired of management with respect to the controls
surrounding the transmission of pricing files between
NAVigator and the Fair Value Application,

Utilized an ITF to test controls over the completeness of the

holdings file transmission into the FVA and the fair valuations
sent back to NAVigator,

Utilized online testing to test that the NAVigator Fair Value
Price File cannot be generated and loaded into NAVigator
until fair value factors have been received into the FVA,

Utilized an ITF to select different confidence levels within the
FVA and test that fair valye factors from the vendor feeds are
applied completely and accurately to the security prices based
on the selected confidence levels and reported on the FV
Comparison File appropriately.

See Control Objective 9 for controls surrounding final NAV
price reviews under NAVigator - Net Asset Value,

U.S. - Inspected a selection of FV comparison files for appro-
priate selection of client specified confidence interval,

U.5. - Inspected a selection of FV comparison files for
evidence of generation and review by the portfolio adminis-
tration groups.

PwC TFST RESULTS ~ o

No exceptions noted.

No exceptions noted.

No exceptions noted.

No exceptions noted,

No exceptions noted.

No exceptions noted,
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Control Objective 8

In Australia, Germany, Hong Kong, Singapore, U.X. and the
U.S,, portfolio administration groups are responsible for per-
forming review of out-of-tolerance reports and manual prices,

Price requests for unpriced securities are submitted by the
portfolio administrators to either GPS or the advisor.

For securities priced on MCH, an automated application
periodically retrieves unpriced securities from MCH.

Global Pricing Services generates unpriced security reports
from the daily holding files, which are researched throughout
the month, such that an alternative/tertiary pricing source
may be obtained for month-end pricing on MCH. At month
end, GPS retrieves prices from the previously identified sources
recorded in the unpriced security database and updates these
prices to MCH for a pplication to client holdings.

Once securities are priced, exception reports are generated
from either MCH or Open System Accounting ("0SA"). The
OSA price tolerance audit performed by the portfolio adminis-
trator identifies prices reguiring further review, including
manual, out-of-tolerance, new buys and no tolerance
securities,

Manual price updates are required to have written documen-
tation. Portfolio administration group supervisory personnel
review manual prices to source documentation,

Section V

| PwC TESTS -

Inquired of management concerning controls performed
surrounding the periodic review and price request process
for unpriced securities,

In Austrolia, Hong Kong, Ireland and Singapore, State Strest
anticipates that the user guditor wijl evaluate the operating
effectiveness of the controls surrounding the review of
unpriced securities,

Observed the process performed by GPS personnel to research
securities listed on the MCH u priced securities report and
to update the price in MCH.

Inquired of management coneerning controls performed
surrounding the price tolerance audit.

In Austrolia, Hong Kong, Ireland and Singapore, Stote Street
anticipates that the user ouditor will evalugte the operating
effectiveness of the controls Surraunding the review of prices
manually input and review of significant price movements and
rejected or out-of-tolergnce prices.

PwC's tests did not include controls around pricing that
utilize spreadsheets requiring manual input of the unreolized
appreciation/depreciation to MCH,

| PwC TEST RESULTS

No exceptions noted,

No exceptions noted.

No exceptions noted.
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Control Objective 8

Controls provide reasonable assurance that securities are valued completely and in accordance with client instructions.

- STATE STREET CONTROLS

{See previous page.)

Out-of-tolerance prices are reviewed using Bloomberg. If the
difference is more than 2 predetermined threshold, 2 price
challenge is submitted to GPS by the portfolio administration
groups. Portfolio administration group supervisory personnel
review the resolution of price tolerance.

Money Market Pricing {U.S, Mutual Funds)

Money market finds are recorded on MCH at amortized cost.
Periodically, in accordance with client instruction, the portfo-
lio administration groups will pbtain market prices, where
available, or use alternative pricing methods as authorized by
the client. The fund's Net Asset Value using the market prices
is calculated using a database and compared to the NAV at
amortized cost on MCH to determine whether amortized cost
approximates market value (i.c., within one-half of 1%).

The report comparing amortized cost to market value is
disseminated to the client for their review.

Section V

| PwCTESTS

Inspected a selection of pricing reports, and supporting docu-
mentation, for evidence of review of prices manually input
{i.e., manual source pricing data, price overrides, price
adjustments).

Inspected a selection of pricing exception reports for evidence
of supervisory review of signlficant price movements and
rejected or out-of-tolerance prices,

US. -~ Observed the periodic pricing of Money Market funds
using actual prices for confirmation that pricing via amortized
cost approximates market value,

US. - Inspected a selection of amortized cost to market value
comparison report for evidence of preparation and
dissemination to the client.

PwC TEST RESULTS - - . . .

For one of 177 funds selected for testing,
PwC noted there was no evidence of
review of the manually input price.

Management Response

The above fund is serviced in US,
Institutional Investor Services, Manage-
ment agrees that evidence of review
was not properly documented and has
reinforced with the appropriate staff
the need for proper evidence of review.

Na exceptions noted.

No exceptions noted,

No exceptions noted,
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University of California Retirement Plan

Exhibit 4 - Determination of Asset Transfer Amount

Total
LANL Portion Portion
Segment Retained Transferred
UCRP Mkt Val of UCRP by UCRP to LANS

Assets as of 5/31/2006 $ 43,510,515291 $ 4,448,574,090 $ 3,169,811,239 $ 1,278,762,851
+/- Correction to 5/31/06 Addendum Report (652,775) 652,775
+ Total investment Return 24,551,924 2,510,222 1,784,078 726,144
+ Contributions/Service Credit Buybacks 363,974 95,575 95,575 -

- Interim Transfers - - - -

- Retiree payments (228,025,401) (37,421,706) (37,421,706) -

- Fees and expenses (10,433,454) (1,066,730) (760,094) (306,637)
Assets as of 6/30/2006 43,296,972,334 4,412,595,875 3,132,760,742 1,279,835,134
+ Total investment Return 178,733,347 18,215,547 12,914,445 5,301,102
+ Contributions/Service Credit Buybacks 165,755 11,664 11,664 -

- Interim Transfers - - - -

- Retiree payments (59,903,650) (33,487,697) (33,487,697) -

- Fees and expenses - - - -
Assets as of 7/31/2006 43,415,967,786 4,397,335,389 3,112,199,154 1,285,136,236
+ Total investment Return 1,017,876,405 103,094,418 72,681,846 30,412,572
+ Contributions/Service Credit Buybacks 310,704 44,056 44,056 -

- Interim Transfers - - - -

- Retiree payments (230,041,015) (77,842,074) (77,842,074) -

- Fees and expenses - - - -
Assets as of 8/31/2006 44,204,113,880 4,422,631,790 3,107,082,981 1,315,548,808
+ Total Investment Return 667,825,412 66,816,086 46,782,332 20,033,755
+ Contributions/Service Credit Buybacks 178,788 - - -

- Interim Transfers . - - - -

- Retiree payments (252,346,412) (45,883,353) (45,883,353) -

- Fees and expenses (21,963) (2,197) (1,544) (654)
Assets as of 9/30/2006 44,619,749,705 4,443,562,325 3,107,980,416 1,335,581,909
+ Total Investment Return 1,225,661,705 122,060,393 85,364,580 36,695,813
+ Contributions/Service Credit Buybacks 32,971 - - -

- Interim Transfers - - - -

- Retiree payments (9,637,177) (1,395,416) (1,395,416) -

- Fees and expenses - - - -
Assets as of 10/31/2006 45,835,807,204 4,564,227,302 3,191,949,580 1,372,277,722
+ Total Investment Return 1,054,602,266 105,014,938 73,295,299 31,719,639
+ Contributions/Service Credit Buybacks 100,935 - - -

- Interim Transfers - - - -

- Retiree payments (135,967,316) (25,596,675) (25,596,675) -

- Fees and expenses (9,549,004) (950,869) (664,981) (285,888)
Assets as of 11/30/2006 46,744,994,085 4,642,694,697 3,238,983,224 1,403,711,473
+ Total Investment Return 425,142,800 42,225,018 29,411,759 12,813,259
+ Contributions/Service Credit Buybacks 159,478 3,918 3,918 -

- Interim Transfers - - - -

- Retiree payments (127,443,492) (19,044,535) (19,042,292) (2,243)
- Fees and expenses (1,909,801) (189,681) (132,331) (57,350)
Assets as of 12/31/2006 47,040,943,070 4,665,689,418 3,249,224,279 1,416,465,140
+ Total Investment Return 503,464,335 49,935,398 34,715,127 15,220,271
+ Contributions/Service Credit Buybacks 100,281 - - -

- Interim Transfers - - - -

- Retiree payments (126,465,923) (20,572,918) {20,570,209) (2,709)
- Fees and expenses {8,380,886) (831,246) (578,887) {252,360)
Assets as of 1/31/2007 47,409,660,878 4,694,220,652 3,262,790,310 1,431,430,342
+ Total Investment Return (35,894,967) (3,554,105) (2,466,145) (1,087,960)
+ Contributions/Service Credit Buybacks 136,411 - - -

- Interim Transfers - - - -

- Retiree payments (137,347,558) (18,104,726) (18,096,976) (7,750)
- Fees and expenses (2,831,233) (280,332) {194,849) (85,483)

Assets as of

+ Total Investment Return

+ Contributions/Service Credit Buybacks
- Interim Transfers

- Retiree payments

- Fees and expenses

2/28/2007 $

47,233,723,530 $

4,672,281,490 $

3,242,032,340 $

1,430,249,150

Assets as of

3/31/2007

47,233,723,530

4,672,281,490

3,242,032,340

1,430,249,150
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