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INDEPENDENT AUDITORS’ REPORT

Capital Research Company

We have audited the accompanying balance sheets of Capital Research Company (the * Company™) as of
June 30, 2011 and 2010 and the related statements of income, stockholder’s equity and comprehenstve
income and cash flows for the years then ended These financial statements are the responsibility of the
Company's management Qur responsibility 1s to express an opimon on these financial statements based
on our audits

We conducted our audits 1n accordance with auditing standards generally accepted in the United States of
Amenca Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of matenal misstatement  An audit includes consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company s
internal control over financial reporting  Accordingly, we express no such opimon  An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures 1n the financial
staternents, assessing the accounting principles used and sigmficant estimates made by management, as
well as evaluating the overall financial statement presentation We behieve that our audits provide a
reasonable basis for our opinion

In our opimon, such financial statements present fairly, in all matenal respects, the financial position of

the Company at June 30, 2011 and 2010 and the results of 1ts operations and 1ts cash flows for the years
then ended 1n conformity with accounting principles generally accepted 1n the Umited States of Amenca

Dedoctle & Torok, ¢

September 1, 2011




CAPITAL RESEARCH COMPANY

(A Wholly Owned Subsidiary of Capital Research and Management

Company)

BALANCE SHEETS
JUNE 30, 2011 AND 2010

(Dollars in thousands, except per share amounts)

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Investment securities available-for-sale
Receivables
Prepaid expenses
Deferred income taxes - net

Total current assets
DEFERRED INCOME TAXES - net

PROPERTY - at cost
Land
Buildings
Furniture, equipment and software
Leasehold improvements

Total
Accumulated depreciation and amortization

Property - net

DEPOSITS, DEFERRED CHARGES AND OTHER ASSETS

TOTAL

Company Number FC017708

2011 2010
$ 54.837 $ 97,009
181,377 214,651
36,927 47,284
1,474 1,491
9,957 9,491
284,572 369,926
11,006 13,395
38471 38,471
227,979 228,024
10,213 10,169
47,689 46,230
324352 322,894
(92,036) (77,363)
232,316 245,531
9,900 7,383
$537,794 $636,235

(Continued)




CAPITAL RESEARCH COMPANY

{A Wholly Owned Subsidiary of Capital Research and Management

Company)

BALANCE SHEETS
JUNE 30, 2011 AND 2010
(Dollars in thousands, except per share amounts)

LIABILITIES AND STOCKHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts payable and accrued expenses
Accrued compensation and employee benefits
Income tax payable

Total current habilities

NONCURRENT LIABILITIES - Accrued postretirement and
postemployment benefits

Total habilities

STOCKHOLDER'S EQUITY
Capital stock, $10 par value - authonzed, 150,000 shares,
1ssued and outstanding, 100,000
Additional paid-in capital
Retained earmings
Accumulated other comprehensive income, net of taxes

Total stockholder's equity

TOTAL

See notes to financial statements

Company Number FC017708

2011 2010

$ 23,496 $ 31,852

36,306 34,812
1,956 10,741
61,758 77,405
5,657 4,792
67,415 82,197
1,000 1,000

2 2
466,861 549,950
2,516 3,086

470,379 554,038

$537,794 $636,235

(Concluded)




CAPITAL RESEARCH COMPANY

(A Wholly Owned Subsidiary of Capital Research and Management

Company)

STATEMENTS OF INCOME
YEARS ENDED JUNE 30, 2011 AND 2010
{Dollars in thousands)

OPERATING REVENUES
Research fees
Other
Total operating revenues
OPERATING EXPENSES
Compensation and employee benefits (including contnbution to
profit sharing plan)
Other expenses - tncluding admimistrative, information
technology, office facilities, human resources and travel expenses
Total operating expenses
INCOME FROM OPERATIONS
OTHER INCOME - net (principally interest)
INCOME BEFORE INCOME TAXES
INCOME TAXES

NET INCOME

See notes to financial statements

2011 2010
$299,423 $308,358
17,660 17,822
317,083 326,180
197,677 200,501
96,507 102,176
294,184 302,677
22.899 23,503
5,288 10,043
28,187 33.546
11276 9,996
$ 16911 $ 23,550




CAPITAL RESEARCH COMPANY
(A Wholly Owned Subsidiary of Capital Research and Management
Company)

STATEMENTS OF STOCKHOLDER'S EQUITY AND COMPREHENSIVE INCOME
YEARS ENDED JUNE 30, 2011 AND 2010
{Dollars in thousands)

Accumulated
Additional Other
Capntal Paid-In Retained Comprehensive Comprehensive
Stock Capital Earnings Income Income
BALANCE JULY 1 2009 S 1 5 2 $ 626400 S 4 805
Additional capital contribution 999
Cash dividends (100 000)
Comprehensive income
Net tncome 23,550 $ 23550
Foreign exchange translation
adjustments - net of 1axes of $(454) (737) 31N

Net unrealized holding loss on

imvestments avalable-for-sale ansing

durnng the pertod - net of taxes ot $(64) {222) (222)
Changes m postretirement and

postemployment benefit plans -

net of taxes of $(494) (760} (760)
Total comprehensive imcome 3 21831
BALANCE JUNE 30 2010 1 000 2 549 950 3086
Cash drvidends (100 000}
Comprehensive income
Net income 16911 $ 16911
Foreign exchange translation
adjustments - net ot taxes of $302 412 412 !

Net unrealized holding loss on |
mvestments available-for-sale arising |
dunng the penod - net of 1axes of $(642) (1 004) (1 004) i

Reclassification adjusiment tor gain of ‘
investments available-for-sale 1ncluded tn [
nel income - net of taxes of $(44) (69) (69)

Changes 1n postreurement and

postemployment benefits plans-

net of taxes of $58 91 91
Total comprehensive income $ 16341

BALANCE JUNE 30 2011 S 1.000 5 2 5 466 861 S 2516

See notes to financial statements




CAPITAL RESEARCH COMPANY

(A Wholly Owned Subsidiary of Capital Research and Management

Company)

STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2011 AND 2010
(Dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

Adjustments to reconciie net income to net cash provided by operating

activities
Depreciation and amortization
Net (gain) loss on disposition of property
Amortization of investment discounts
Realized gain on investment securities avallable-for-sale
Deferred income taxes
Changes 1n assets and liabilities
Receivables
Prepaid expenses
Accounts payable and accrued expenses
Accrued compensation and employee benefits
Income tax receivable/payable
Accrued postrettrement and postemployment benefits

Total adjustments
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property
Proceeds from disposition of property
Purchases of investment secunties avatlable-for-sale
Proceeds from matunties of investment securities available-for-sale
Proceeds from sale of investment securities available-for-sale
Increase 1n deposits, deferred charges and other assets

Net cash provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid
Issuance of capital stock

Net cash used in financing activities
EFFECTS OF EXCHANGE RATE CHANGES ON CASH

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

See notes to financial statements

2011 2010
$ 16911 $ 23,550
14,967 16,531
amn 30
2,720 294
(113) -
2,249 (6,402)
10,357 (6673)
17 19,429
{8,356) 10,874
1,494 6,858
(10,741) 20311
1,014 322
13,591 61,572
30502 85,122
(1,758) (4,040)
23 50
(28,865) (173.215)
28,250 221,391
29,523 -
(561) {238)
26,612 43,948
{100,000) (100,000)
- 999
{100,000) (99,001)
714 {1,191)
(42,172) 28,878
97,009 68,131
554837 8§ 97.009




CAPITAL RESEARCH COMPANY
(A Wholly Owned Subsidiary of Capital Research and Management
Company)

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2011 AND 2010
{Dollars in thousands)

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations—Capital Research Company (the "Company ™} 1s a wholly owned subsidiary of
Capital Research and Management Company (the "Parent") and a second-tier subsidiary of The
Capital Group Compames, Inc ("Capital Group”) The Company was orgamzed to provide
investment research for compames, which represents the Company's principal source of revenue
Other revenue includes rent charged to affihates

Basts of Presentation—The financial statements are prepared 10 accordance with accounting
principles generally accepted in the United States of Amenica (“U S GAAP”)

Reclassification — Cenain reclassifications were made to the prior year s presentation 1n order to
conform to the current year's presentation  Income tax recervable 1s included 1n deposits, deferred
charges and other assets, as the amount 1s not significant

Estimates—The preparation of the financial statements in conformuty with U S GAAP requires
management to make certain estimates and assumptions that affect the reported amounts of assets and
liablities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reported period  Actual results could differ
from those estimates

Cash and Cash Equivalents—Cash includes demand deposit accounts Cash equivalents consist
prncipdlly of shares of a money market fund for which the Parent serves as the investment adviser
The carrying amount of cash and cash equivalents approximates fair value due to the short-term
maturities of these instruments

Depreciation and Amortization of Property—Depreciation of buildings, furniture and non-
technological equipment 1s computed generatly on the straight-line method based upon estimated
useful lives of 3 to 39 years Depreciation of technological equipment and software 15 computed
generally using the double-dechining balance method based upon an estimated useful hfe of 3 years
Amortization of leasehold improvements 1s computed on the straight-line method based upon the life
of the related asset or the term of the lease, whichever 1s shorter

Investment Securities—The Company classifies its investments 1n debt secunties (with readily
determinable fair values) as available-for-sale, and these investments are recorded at fair value
Unreahzed gains and losses on investments are reported, net of tax, in accumulated other
comprehensive income within stockholder's equity




The specific identification method 15 used to compute realized gains or losses on the sale of these
assets The effective interest method 15 used to account for the amortization of investment premiums
and discounts Interest and dividends are recorded when earned and are included 1n other income

The Company evaluates the carrying value of investment securities for impairment on an annual
basis In its impairment analysis, the Company takes into consideration numerous criteria, including
the duration and extent of a dechne in fair value, as well as the Company’s intent to sell its
tnvestment 1n the 1ssuer before anticipated recovery 1n market value If the decline 15 determuned to
be other than temporary, the carrying value of the security 1s written down to fair value

Fair Value of Financual Instruments—Cash and cash equivalents and receivables are recorded at
carrying amounts that approximate fair value Investment secunties available-for-sale are recorded
at fair value, as discussed above Receivables from affiliates are carmed at cost as 1t 15 not practical to
estimate faur values due to the related-party nature of such amounts

Revenune Recognitton—Revenue from providing research services 1s recogmzed during the pertod 1n
which services are performed The revenue 1s determined based on a percentage of the Company’s
operating expenses

Income Taxes— The Company s results are included 1n consolidated tax returns filed by Capital
Group, and the Company 15 allocated income taxes based on the separate return method However,
if the Company incurs a loss which 1s utilized by Capital Group, the loss 1s charactenized as realized
and the Company 1s reimbursed Deferred tax assets and habihities are recogmzed for the future tax
consequences attributable to temporary differences between the financial statement carrying amounts
of existing assets and habilities and their respective tax bases using currently enacted tax rates 1n
effect for the year 1in which the differences are expected to reverse Deferred tax assets are subject to
4 valuation allowance f, in the Company s opinion, 1t 15 more hkely than not that these benefits will
not be reahized

Effective July 1, 2009, the Company adopted the authonitative gindance for uncertainty 1n income
taxes included 1n Financial Accounting Standards Board (FASB) Accounting Standards Codification
(ASC} 740, Income Taxes, as amended by Accounting Standards Update (ASU) No 2009-06,
Implementanton Guidance on Accounting for Uncertainty in Income Taxes and Disclosure
Amendments for Nonpublic Entities  ASC 740 provides that a tax benefit from an uncertain tax
position may be recogmzed when 1t 1s more likely than not that the position will be sustained upon
examination, including resolutions of any related appeals or litigation processes, based on the
technical ments A tax position is recognized as a benefit only 1f 1t 15 more hkely than not that the
tax position would be sustained 1n a tax examination, with a tax examination being presumed to
occur The amount recogmzed 1s the largest amount of tax benefit that 1s greater than 50% hikely of
being realized on examination For tax positions not meeting the more hikely than not test, no tax
benefit 1s recorded The Company reviews and evaluates tax positions 1n1ts major junsdictions and
determines whether or not there are uncertain tax positions that require financial statement
recognition  The Company recognized a tax hability and an offsetting tax asset at June 30, 2011 and
2010, respectively, related to the allocation of certain income 1tems between the U S and non-U S
qunschictions  The asset and habihity are not expected to increase or decrease 1n the year ended June
30,2012

The Company recognizes the accrual of interest and penalties on uncertain tax positions in other
(income) expense For the year ended June 30, 2011, the Company did not recognize any matenal
tax related interest or penalties In 2010, tax related interest and penalties were recorded in the
statements of income and as a hability on the balance sheets of ($5,415) and $701, respectively
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The Company 15 subject to examination by U § federal tax authontes for tax returns filed for the
prior three years and by state tax authorities for the pnior four years  The time allowed for foreign
tax authorities to examine tax returns vanes by country

Postretirement Benefits—The expected costs of providing postretirement benefits are recognized
during the years that the associates render service with the Company, based on actuanal estimates

Postemployment Benefits—The Company recogmzes the habihity for future costs of compensation
and benefits to be paid to employees on disability leave, based on actuanal estimates

Foreign Currency Translation—Foreign currency transactions are translated into U S dollars (the
functional currency) as follows assets and liabihiues at year-end exchange rates and revenues and
expenses at average rates during the year Unreahized translation gains and losses are reported, net
of tax, 1n accumulated other comprehensive income within stockholder's equity

Recent Accounting Pronouncements— In January 2010, the FASB issued ASU No 2010-06,
Improving Disclosures about Fawr Value Measurements, to add additional disclosures about the
different classes of assets and liabihties measured at fair value, the valuation techmques and inputs
used, and the activity in Level 3 fair value measurements The adoption of ASU No 2010-06 chd not
have a sigmificant impact on the Company s financial statements (see Note 3) The provistons of this
update, which relate to disclosures 1n the Level 3 roll forward of activity, will be effective 1o fiscal
year 2012

In May 2011 the FASB 1ssued ASU No 2011-04 Amendments to Achieve Common Fatr Value
Measurement and Disclosure Requirements in US GAAP and International Financial Reporting
Standards (“IFRS”) ASU No 2011-04 represents the converged guidance of the FASB and the
1ASB (the * Boards™) on fair value measurements The collective efforts of the Boards and their staffs
have resulted in common requirements for measuning faur value and for disclosing information about
fair value measurements, including a consistent meaning of the term “fair value ™ The amendments 1n
this ASU are required to be applied prospectively, and are effective fiscal year 2013

In June 2011, the FASB 1ssued ASU No 2011-05, Comprehensive Income ASU No 2011-05
requires that all nonowner changes in stockholders’ equity be presented either in a single continuous
statement of comprehensive income or 1n two separate but consecutive statements The adoption of
ASU No 2011-05 1s effective for fiscal year 2014

The Company 1s currently evaluating the impact of the adoption of the above mentioned amended
gutdance on 1ts financial statements




2. INVESTMENT SECURITIES

Investment secuniles classified as available-for-sale and carmed at fair value are as follows

June 30, 2011

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Current Assels
U S 1reasury secuntes
Due 1n one year or less $ 70165 $ 555 $ - $ 70,720
Due after one year through five years 108 541 2,116 - 110 657
$ 178,706 $ 2,671 $ - $ 181377

June 30, 2010

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Current Assels
U S Treasury and agency securities
Due 1n one year or less $ 58,220 $ 866 b - $ 59,086
Due after one year through five years 152.001 3.564 - 155,565
$ 210,221 $ 4430 $ - $ 214,651

Proceeds from the sales of secunties available-for-sale in 2011 totaled $29,523, and net reahzed gains
were $113  There were no sales of secunties in 2010

3. FAIR VALUE DISCLOSURES

ASC 820, Fair Value Measurements and Disclosures, establishes a hierarchy that priontizes the
mnputs of valuation methods used to measure fair value for financial assets that are carrnied at fair
value The hierarchy consists of three levels that are prioritized based on observable and
unobservable inputs  Level 1 values are based on quoted prices 1n active markets for 1dentical
securittes Level 2 values are based on significant observable market inpuats, such as quoted prices for
similar secunities and quoted pnces in inactive markets Level 3 values are based on significant
unobservable nputs that reflect the Company’s determination of assumptions that market participants
might reasonably use in valuing the securities
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The Company’s valuation levels are as follows

June 30, 2011

Level 1 Level 2 Level 3 Total
Cash equivalents $ 45967 $ - 3 - $ 45967
Investments available-for-sale -
U S Treasury secunities - 181,377 - 181,377
Other assets - Equity mutual funds 2,378 - - 2,378
$ 48,345 $181,377 3 - $229,722
June 30, 2010
Level 1 Level 2 Level 3 Total
Cash equivalents $ 81,361 ) - 3 - $ 81.361
Investments available-for-sale -
U S Treasury and agency secunties - 214,651 - 214,651
Other assets - Mutual funds 1,860 - - 1.860
$ 83,221 $214,651 $ - $297 872

Transfers in or out are recogmzed based on the beginning fair value of the year in which they
occurred There were no sigmficant transfers of investments between Level 1 and Level 2 duning the
years ended June 30, 2011 and 2010

The Company uses the following methods and inputs to establish the fair value of its assets and
habilines  Use of particular methods and inputs may vary over time based on availability and
relevance as market and economic conditions evolve

Cash equivalents include money market mutual fund instroments, which are short term 1n nature with
readily-determinable values derived from active markets Shares of money market mutual funds are
valued at quoted market prices, which represent the net asset value of shares

U S Treasury and agency secunties are valued using standard 1nputs and interest rate volatilities
Mutual funds are valued at quoted market prices which represent the net asset value of the shares The

net asset value of each mutual fund 1s calculated based on the policies and procedures of the mutual
fund




4.

INCOME TAXES

The income tax provision consists of the following

2011 2010

Federal

Current $ 4,124 $ 8,15t

Deferred 2,054 (5,680)
Federal provision 6,178 2,471
State and foreign

Current 4903 8,247

Deferred 195 (722)
State and foreign provision 5,098 7.525
Total income tax provision $ 11,276 $ 9,996

Net deferred tax assets consist of the following
2011 2010

Deferred tax assets

Accrued compensation and benefits $ 13,825 $ 13,398

Accrued expenses and other 3,503 5.092

Depreciation 5,970 6,928

Postretirement benefits 360 208
Total deferred tax assets 23,658 25,626
Deferred tax habilities

State franchise taxes 438 99

Unrealized gain on investment securities available-for-sale 1,042 1,728

Unrealized gain on foreign exchange translation 1,215 913
Total deferred tax habilities 2,695 2,740
Net deferred tax assets $ 20,963 $ 22,886

The Company has not estabhished a valuation allowance against the net deferred tax asset, as it has
been determined that it 1s more likely than not that the asset will be realized

Income taxes paid to (received from) Capital Group by the Company amounted to $15,618 and
($10,490) during 2011 and 2010, respectively  The income tax recervable/payable balances
primarnily relate to amounts receivable/payable between Capital Group and the Company for
Junsdictions 1in which Capital Group and the Company file a consolhidated/combined tax return
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The effective income tax rate differs from the federal statutory rate primarily due to state income
taxes and permanent differences between taxable income and financial statement income related to
1tems such as non-deductible expenses

RETIREMENT PLANS

The Company participates with Capital Group and affiliates 1n defined contribution retirement plans
covering substantially all of its associates The Company annually contributes up to 15% of each
participant's ehgible compensation  Contnbutions for certain employees residing outside the United
States are made to local plans Total reirement plan expenses were 38,081 and $7,106 1n 2011 and
2010, respectively

The Company also has a supplemental retirement plan for certain senior executives The liability for
benefits under the plan 1s included 1in accrued postemployment and postretirement benefits

Deposits, deferred charges and other assets include investments of $2,378 and $1.,860 at June 30,
2011 and 2010, respectively, held solely for the purpose of providing benefits under the plan These
investments are carried at fair value and held 1n a trust for the plan participants  Effective October
2002, contributions to the supplemental retirement plan were discontinued

TRANSACTIONS WITH AFFILIATES

Research fee revenues include charges to affiliates of $299,423 and $308,358 in 2011 and 2010,
respectively Other revenues include rent charged to affihates of $17 660 and $17,820 1n 2011 and
2010 respectively  Other operating expenses include charges from affiliated companies for
admimstrative services, information technology, office facilities and human resources of $31,568
and $27,619 1n 2011 and 2010, respecuvely Receivables at June 30, 2011 and 2010 include $35,633
and $39,574, respecuvely, and accounts payable and accrued expenses at June 30, 2011 and 2010
mclude $18,135 and $18,886, respectively, relating to transactions with affiliates Receirvables at
June 30, 2011 and 2010 are pnmanly related to research fees and accounts payable and accrued
expenses at June 30, 201t and 2010 are primanly relaled to compensation and employee benefits

INDEMNIFICATIONS, GUARANTEES, AND COMMITMENTS

Management has reviewed the indemmification provisions of 1ts matenal contracts In the normal
course of 1ts business, the Company enters into contracts in which 1t makes representations and
warranties as well as standard “hold harmless™ indemmifications to counterparties These
agreements include a real estate lease under which the Company may be required to indemnify
property owner for claims ansing from the Company’s use of the applicable prermise  The obligation
amounts of these types of agreements are not explicitly stated, therefore, the overall maximum
amount of the obhigations cannot be reasonably estimated However, management believes that it1s
unlikely that the Company will have to make matenal payments under these agreements, and no
habihties related to these agreements have been recogmized in the Company’s financial statements
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The Company 1s obligated under leases for office space requiring minimum annual rentals as
follows

Years Ending

June 30

2012 $ 9,624
2013 9,624
2014 9,624
2015 9,624
2016 9.624
After 9,624
Total $ 57,744

A portion of this leased space 1s utilized by affiliates and others that are allocated or charged a
proportionate share of the lease cost  Total mimimum rentals to be received from affiliates and others
under these leases are $12,574 over the life of the leases

In addition, Capital Group and other affiliates lease equipment and office facihities that are utilized
by the Company The Company 1s allocated its proportionate share of the expense Rental expense
was $14,598 and $18,938 1n 2011 and 2010, respectively In 2011 and 2010, the Company
recognized an impairment charge of $1,574 and $10,886, respectively, due to the discontinued use of
certain leased facilities, which 1s included 1n other expenses

POSTRETIREMENT BENEFITS

The Company sponsors a plan to subsidize health care insurance coverage for retired Umted States
based associates who meet certamn age and service requirements, 1f they elect to contnbute a portion
of the cost The Company, or an affiliate, funds the Company’s postretirement benefits in cash
through a §401¢h) account by the maximum deductible amount allowed by the Internal Revenue
Code All assets are invested 1n a combination of equity and fixed-income commingled funds and
money market mutual funds and are held in Employee Benefit Trust accounts managed by an
affiliate The measurement date for the actuanal valuation 1s June 30

201 2010
Accumulated postretirement benefit obligation $ 4452 $ 3,511
Plan assets at fair value 3,517 2,963
Underfunded status/habihty $ (935) § (548)

The hability 1s recognized 1n accrued postretirement and postemployment benefits

.14 -




Asset allocation targets are estabhished based on the long-term return and volatility charactenstics of
the investment classes and recognize the benefit of diversification and the profiles of the plan s
habilities The actual and target allocanion at June 30, 2011 are as follows

Actual  Target Allocation

Money market mutual fund 1% 0%1t015%

Fixed-income commingled funds 21% 10% to 50%

Equity commungled funds 8% 35% 10 90%
160%

The plan’s money market mutual fund mvestments of $32 and $41 at June 30, 2011 and 2010,
respectively, are valued using quoted prices in active markets and are classified as Level 1 under the
ASC 820 fair value merarchy Fixed-income commingled fund investment values are $734 and $746
at June 30, 2011 and 2010, respectively Equity commungled fund investment values are $2,751 and
$2,176 at June 30, 2011 and 2010, respectively Investments in equity and fixed-income commingled
funds are valued at net asset value per unit as reported by the commingled fund managers and are
classified as Level 2 and are redeemable on a sermi-monthly basis

Weighted-average assumptions as of June 30

2011 2010
Discount rate 6 0% 59%
Expected return on plan assets 6 0% 6 0%
Medical trend
Ultimate trend 50% 5 0%
Inttial trend 85% 8 5%
Year ultimate trend reached 2019 2019

The discount rate assumption s based upon the review of high quality corporate bond rates and the
change 1n these rates during the year The expected return on plan assets and health care cost trend
rates are based upon an evaluation of the Company’s histoncal trends and experience, taking into
account current and expected future market conditions

2011 2010
Net penodic benefit costs $ 367 5 143
Benefit payments to retirees $ 97 3 62
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The components of net penodic benefit costs are as follows

2011 2010

Service costs $ 286 $ 218
Interest costs 221 173
Expected return on plan assets (176) (170)
Amortization of prior service costs (a1 (an
Amortization of net actuanal loss (gain) 47 (17
Cuntailment gain - (50)

Net penodic benefit costs $ 367 $ 143

Estimated future payments to retirees are as follows

Years Ending
June 30

2012 S 40

2013 47

2014 54

2015 60

2016 70

2017 through 2020 544

The amounts recorded 1n accumulated other comprehensive income (AOCI) for postretirement and
postemployment benefit plans at June 30 that have not been recognized as components of net
periodic benefit costs are as follows

2011 2010
Net prior service costs § 323 $ 312
Net actuarial loss 1,287 1,447
Pre-tax amount recorded in AQOC]I $ 1,610 3 1,759
After-tax amount recorded 1in AQCI $ 98] $ 1,072

Estimated pre-tax amounts in AOCI as of June 30, 2011 expected to be recognized as components of
net peniodic benefit costs in 2012 are as follows

Net prior service benefit $ an
Net actuanal loss 129
Total $ 118

There were no plan assets returned to the Company tn 2011, nor does the Company expect any plan
assets to be returned 1n 2012
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9. SUBSEQUENT EVENTS

The Company has evaluated subsequent events through September 1, 2011, the date the financial
statements were available 10 be 1ssued No matenal subsequent events have occurred since June 30,
2011 that should require recognition or disclosure 1n these financial statements

* ok ok ok ok
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