IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLORADO

Civil Action No. 04-cv-02686-WDM-CBS

Wayne Tomlinson,

Alice Ballesteros, and

Gary Muckelroy, individually and on behalf of all others similarly situated,
Plaintiffs,

V.

El Paso Corporation, and
El Paso Pension Plan,

Defendants.

DECLARATION OF CLAUDE POULIN,F.SA. M.AAA. EA.

|, Claude Poulin, am over 21 years of age and based on personal knowledge, state as
follows:

1 | am an Enrolled Actuary under ERISA, aFellow in the Society of Actuaries, and
amember of the American Academy of Actuaries. | have over 30 years of experience in
designing, administering, and reviewing defined benefit pension plans, including providing
advice to employers, unions, governments, employees and their representatives. My Curriculum
Vitaeis attached as Exhibit A.

2. For over twenty five years, | have served as the Actuarial Trustee of the
Connecticut State Employees Retirement Commission. | also have been an actuarial consultant
to the AARP, the EEOC, the Internal Revenue Service, the Communications Workers of
America, the United Automobile Workers, and the IBEW.

3. At the time ERISA (The Employee Retirement Income Security Act) was enacted
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in 1974, | was the Senior Actuary for the UAW. In that capacity | was responsible for the review
and compliance under ERISA of approximately 3,000 pension plans the UAW negotiated. |
testified several times before Congressional Committees of both the U.S. House and Senate on
matters related to ERISA.

4, | have been retained in this matter to offer expert actuarial analysis on the facts
related to the claimsin the Amended Class Action Complaint about reductions in future benefit
accruals and wear-aways under El Paso’s Pension Plan. | am compensated at the rate of $425 per
hour.

5. | have attached as Exhibit B alist of the casesin which | have testified as an
expert at trial or at deposition within the last four years. | have reviewed the documents and data
listed on Exhibit C.

6. In performing my analysis, | reviewed the named Plaintiffs’ benefit computations.
| a'so examined benefit data for other employees, including individuals formerly employed by
Sonat and Coastal, which are companies that were acquired by El Paso after its original cash
balance conversion in 1997.

Background

7. Before 1997, El Paso sponsored atraditional defined benefit plan. The plan’s
benefit formula provided a pension benefit equal to 1.1% times Final Average Monthly Earnings
(“FAME”) times credited service limited to 30 years. For FAME in excess of an “integration
level” equal to one-third of the Social Security Taxable Wage Base, an additional 0.5% of the
excess was provided, again times credited service (also limited to 30 years). FAME isthe

highest average monthly earnings received during any consecutive 60 months within the last 120



months prior to termination. In 2001, the “integration level” was, for example, one-third of the
Social Security Wage Base of $80,400, or $2,233 per month.

8. El Paso’s retirement plan also offered early retirement benefits. For a participant
who reached age 55 with over 10 years of credited service, at least 80% of the age 65 benefit was
provided. The reduction was lessif the participant had more years of credited service. ! By
comparison, an “actuarialy equivalent” early retirement would provide a benefit at age 55 of less
than 50% of the age 65 benefit. El Paso also provided an early retirement supplement between
ages 55 and 62 based on 1% of FAME up to the integration level times years of credited service
(not in excess of 30).

9. The Sonat and Coastal companies were acquired by El Paso in 1999 and 2001,
respectively. The Sonat and Coastal employees aso participated in pension plans which provided
benefits based on aFinal Average of Monthly Earnings and credited service up to 30 years. The
benefit formulas were connected to Social Security but in adifferent way than El Paso’s.
Although both plans had aternative formulas, the principal formulain effect prior to the cash
bal ance conversion was 2% of FAME less 1.667% of an estimated primary Social Security
benefit for Sonat, or less1.5% of an estimated primary Social Security benefit for Coastal,
multiplied by years of credited service limited to 30. Sonat had a slightly better formulafor years
of credited service before 1992 (2.4% of FAME less 2% of an estimated Primary Socia Security
benefit).

10.  The Coastal benefit formula had three features that were different than El Paso’s

or Sonat’sformulas. First, the Coastal FAME was limited to a base rate of pay and did not

! The reductions for early retirement were less for participants with 20+ years of service,
There was no reduction at age 60 with 30 years and a reduction of only 10% at age 55.
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include bonuses (at least after March 31, 2001). Second, Coastal’ s calculation projected benefits
based on potentia years of credited service up to amaximum of 30 years but then prorated those
benefits by applying a fraction based on the participant’s years of credited service under the
formula divided by the potential years of credited service from date of hire to age 65 (with no cap
on the number of yearsin the denominator of the fraction). Third, Coastal’s estimated Social
Security benefit was based on 33 years rather than 30. The effect of these features, especially the
first and the second, was to provide alower average accrual rate.

11. Like El Paso, Sonat and Coastal also provided early retirement benefits. The
reduction for retiring early was 4% for each year the retirement preceded age 62, which produced
a benefit at age 55 equal to 72% of the age 65 benefit amount. To be eigible for early
retirement, Sonat required 10 years of vesting service and age 55. Coastal required only 5 years
of vesting service and age 55.

12. On January 1, 1997, El Paso converted its traditional defined benefit pension plan
into a“cash balance” plan. El Paso called this new arrangement CBP Select. For thefirst five
years, however, El Paso provided for atransition period in which the prior formulawould
continue in effect. Once this transition period ended, the old plan was frozen at the 12/31/2001
benefit amount. After that the only new benefits that accrue are under the cash balance formula

13. Sonat and Coastal had parallel 5-year transition periods that ended on 12/31/2004
for Sonat and 3/31/2006 for Coastal.

14. El Paso’s CBP Select provided for benefit accruals based on hypothetical or
bookkeeping accounts that increase with the allocation of pay credits and interest credits. The

opening account balances were established at the beginning of the 5-year transition periods, even



though the old formulas continued during that period. According to Mercer’s Calculation
Reference Manual, the opening accounts were calculated using a 6.5% rate of interest for El
Paso, a6.07% rate of interest for Sonat, and a 5.8% rate of interest for Coastal. No adjustment to
the cash accounts was made based on the benefits earned under the old formulas during the 5-
year period or as aresult of subsequent declinesin interest rates.

15.  Thepay credits under CBP Select are based on a percentage of salary ranging
from 4% to 7% of pay. The percentage of salary is determined by a combination of the
participant’s age and years of service (points) in whole years as of the end of theimmediately
preceding year. This scheduleis as follows:

Age & Service Points Pay Credit Percentage

Less than 35 points 4%
35 to 49 points 5%
50 to 64 points 6%
65 points or over 7%

16.  Theinterest credit rates used under CBP Select were 6.5% for 1997 to 1999.
Thereafter, the interest credit rate was equal to the 5-year Treasury rate for the month of October
preceding the plan year in question, with a 4% floor effective in 2002. The interest credits that
have applied to date under El Paso’s Plan are as follows:

Interest Credit Rates

1997: 6.50%
1998: 6.50%
1999: 6.50%
2000: 6.03%
2001: 5.78%
2002: 4.00%
2003: 4.00%
2004: 4.00%
2005: 4.00%
2006: 4.33%



2007: 4.69%
2008: 4.20%

17.  Thenormal retirement benefit provided by CBP Select is equal to the employee's
cash account at age 65, with interest projected to that date, converted to an annuity by applying
annuity factors stated in the Plan. The conversion interest rate, also called an annuity purchase
rate, istheinterest rate for 30-year Treasuries for October of the preceding year. The conversion
interest rates that have applied under this standard since 1997 are as follows:

Annuity Purchase | nterest Rates

1997: 6.81%
1998: 6.33%
1999: 5.01%
2000: 6.26%
2001: 5.80%
2002: 5.32%
2003: 4.93%
2004: 5.16%
2005: 4.86%
2006: 4.68%
2007: 4.85%
2008: 4.77%

18.  Combined with a mortality assumption, the conversion interest rate can be used to
generate an annuity conversion factor at any age. For example, the 5.32% interest rate applicable
in 2002 combined with the so-called GATT mortality table generates an annuity conversion
factor of 11.24 at age 65. If a participant’s projected account balance at age 65 is $100,000, it can
be converted to an annuity of $8,900 per year ($100,000 divided by 11.24), or $742 per month.

Rates of Benefit Accrual under El Paso’s CBP Select Decr ease with Age

19.  Asthisindicates, to convert from the hypothetical cash accounts to an annuity, the

El Paso Plan administrator must project the current account to retirement age and convert the



account to an annuity. In contrast to the prior plan where age was not a factor, the age of the
employeeisan integral part of the benefit calculation under CBP Select. Mathematically, the
Plan administrator must use the following formulato get from the account to an annuity:
AB x (1+i)®" + a=Normal Retirement Benefit, where:
AB = the employee’ s hypothetical account balance at the Date of
Determination (“DOD”);

[ = theinterest credit rate at the DOD;
(1+i)®™ = the mathematical expression for the accumulation of interest

from the DOD to age 65;
n = the employee’s age at the DOD; and
a = the cost of purchasing an annuity commencing at age 65 based

on the annuity purchase rate and mortality table provided
under the terms of the Plan.

20. Each year’ s benefit accrual can be calculated by substituting in the above formula
the annual pay credit payable under CBP Select for the account balance (AB). The rate of benefit
accrual is determined by dividing the year’ s benefit accrual by the employee’ s compensation for
the year.

21.  Theformulagiven above shows that under CBP Select, the rate of benefit accrual
decreases as aresult of increases in the employee' sage. Asthe employee grows older, the
projected interest credits, which are afunction of the number of years between the date of
determination and age 65, are correspondingly reduced. A younger employee, identical to an
older employee in al respects except for age, will accrue alarger normal retirement benefit than
an older employee. Regardless of whether thisislawful, thisis how a cash balance formulalike
El Paso’s functions.

22. Under a number of cash balance plans, pay credits increase with age and/or

service. By offering increasing pay credits from 4 to 7%, El Paso’s CBP Select partially



compensates for the age-related reductions in benefit accrual. However, this process stops at the
point where the employee attains 65 combined age and service points, e.g. age 45 and 20 years of
service. After that point, the pay credit remains aflat 7 percent of pay.

23. Because of their age and service, al three named Plaintiffs had or almost had the
points needed to obtain the 7 percent pay credits (Alice Ballesteros was under a 6 percent rate the
first year). Theinterest credit on these pay credits was 6.5% for the first three years. Thereafter, it
tracked the 5-year Treasury rate from October of the preceding year with a 4% floor.

24. The attached Exhibit D shows the benefit accrual (Column 5) for Alice
Ballesteros from age 45 to age 65 cal culated according to the formula described above. Column 6
in the Exhibit shows the rate of benefit accrudl, i.e., the benefit accrual divided by annual
compensation that increases at arate of 4% per year. Her accrual rate goes from 1.30% of each
year's pay at age 45 down to 0.62 % at age 65.

Future Accruals Are Substantially Reduced

25.  Thefuturerates of benefit accrual under CBP Select not only decrease because of
age as described above, they are also significantly lower compared to the accrual rates under El
Paso’ s prior benefit formula. During the time Ms. Ballesteros was a participant under the prior
plan, her rate of benefit accrual was approximately 1.4% of her highest average pay. By contrast,
her accrual rate decreased to below 1.1% of each year’s compensation under CBP Select by age
51, and would finally drop to as low as 0.62% of each year’s pay if she continued to work for El
Paso to age 65.

26.  The change away from aformula based on final average pay is very significant.

The pension benefits provided under the prior retirement benefit formula were based on



participants final average salaries. Any increase in the salary average isincreasing not only the
pension benefit accrued in the year of the increase but it aso raises the benefits accrued in all
prior years of credited service. Thereis, in essence, amultiplier effect. On the other hand, under a
cash balance plan like CBP Select, an increase in salary in any given year only affects the pay
credit in that year with no impact whatsoever on pension benefits accrued to date. Cash balance
plans like CBP Select are known as “ career average pay” plans. Under career average pay plans,
benefits for earlier years of service are not improved as salary increases.

27. Exhibit E illustrates the differences in pension benefit accruals between afina
average and a career average defined benefit plan. Columns 5 and 6 show the benefit accruals
and accrued benefits under afinal average plan providing 1.4% for each year of service — limited
to 30 years—times afina average salary during the last 60 months of employment. Columns 7
and 8 contrast the benefit accruals and accrued benefits under a career average plan providing
1.4% of the salary earned during the year for each year of service, with no limitation on the
number of years of service. Both scenarios show a plan participant hired at age 30 with an initial
salary of $30,000 a year, increasing at an annual rate of 4% resulting in the annual salary having
increased to $113,829 by the time the employee reaches age 65 (bottom of Column 3). Under the
final average plan, the age 65 normal retirement benefit of $44,338 is based on the last 60 months
of salary, whereas under the career average plan, the age 65 benefit is only $30,934, because each
year's salary increase has no impact on the benefit accruals in earlier years of plan participation.
After 30 years, the career average formula provides 35% less benefits in spite of the fact that both
formulas use anominal rate of 1.4%.

28.  To show the reductionsin future accruals further, | developed the series of



spreadsheets attached under Exhibit F. These spreadsheets can be used to calculate the future
accruals for any participant in the Plan under the cash balance formula after the 5-year transition
periods and to compare those benefits with benefits provided under the prior formula had it
continued. There are variations for the former El Paso, Sonat and Coastal employees. The key
assumptions are that salary increases at arate of 4% and that interest rates remain constant from
the end of the 5-year period forward.

29. Because Sonat’s and Coastal’ s formulas include offsets of Social Security benefits
and alternative formulas, whose exact replication is relatively involved, my spreadsheet projects
future benefits under the prior Sonat and Coastal formulas by using individual net accrual rates
which the spreadsheet computes from the actual data obtained from Mercer’s “BeneCalc”
system. Although the rates used in my spreadsheet are based on each individua’s data, the
average net accrual rates are also informative. Based on actual datafor over 500 individuals, the
Sonat formula provided an average net accrual rate of 1.59% of FAME for each year of credited
service. Based on actual datafor over 1,200 individuals, the Coastal formula provided an average
of 1.22% of FAME. The lower average accrual rate for Coastal employeesis based primarily on
the fraction described above.

30.  Toillustrate the reductions from the cash balance formula, the first spreadsheet
(F-1) showsthat named Plaintiff Wayne Tomlinson, who was in the El Paso group, would earn
$1,592 more per month under the prior formulain the 5 years after 2002 compared with zero
accruals under the cash balance formula because of the wear-away effect described next. After 10
years his cash balance benefit would still be under wear-away, compared with additional accruals

of $3,214 per month had the prior formula continued. Mr. Tomlinson will accrue nothing more
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under the cash balance formulain the 5 or 10 years after 2002. The reduction in his future rate of
accrualsis therefore 100%.

31 Scott W. was a participant in the former Sonat plan who was younger than Mr.
Tomlinson.? Scott was 39 at the end of 2004 when Sonat’s 5-year transition period ended. His
spreadsheet (F-2) shows that after 5 years he will earn $241 more under the cash balance formula
compared with $727 more if the prior Sonat formula had continued. The reduction is 67%. After
10 years, the reduction in his future accruals will be 58%.

32. AnnaG. was aparticipant in the former Coastal plan. She was age 50 at the
end of March 2006 when Coastal’ s 5-year transition period ended. Her spreadsheet (F-3) shows
that after 5 years she would earn nothing more under the cash balance formula compared with
$668 more if the prior Coastal formula had continued. The reduction is 100%. After 10 years, the
reduction in her future accruals would be 90%.

33. Some Coastal employees would not experience reductions as substantial as these
(and asmall number will experience increases). Conrad B. was age 39 when Coastal’ s 5-year
transition period ended. Because his accrual rate under the prior Coastal formulawas low (based
in large part on the fraction discussed above), the cash balance formula reduces his future
benefits by a smaller percentage, e.g., by 16-17% after 5 and 10 years. See Ex. F-4. After 15
years, his future benefits are still almost 25% less (due to the final average versus career average
pay effect described above).

34.  Thereductionsin future benefits for the original El Paso group of employees are

quite steep. The average reduction after 5 yearsis 96%. It is 89% after 10 years and 80% after

% The last names of persons who are not named Plaintiffs have been omitted to protect

their privacy.
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15. Thereductions are nearly the same for the Sonat group: 91% after 5 years, 85% after 10
years, and 83% after 15 years. The reductions for the Coastal group are only slightly less steep:
61% reductions after 5 years, 51% after 10 years, and 48% after 15 years. Overdl, the reductions
in future benefits when all three groups are combined average 83% after 5 years, 75% after 10
years, and 70% after 15 years.

35. Looking at the total benefits from the Pension Plan, including the benefits earned
before the cash balance conversion, the monthly benefits that the El Paso and Sonat groups of
employees can expect to receive in retirement will average nearly 50% less after 5, 10 or 15 years
of service. In other words, instead of receiving $2,500 per month in retirement, the average
individual who works for El Paso for 10 more years could expect to receive $1,300, or over
$1,200 less in monthly retirement income. The reductions in total benefits for Coastal employees
are only dlightly less, averaging about 33% after ten years. The individual-by-individual results
for all participants for whom there was sufficient data to run the comparisons are attached to Dr.
Bardwell’ s report.

36. Tolook at the additional impact of eliminating the early retirement features of the
prior plan, | set up atable to compare the early retirement reductions under the prior plan with
the reductions under the cash balance formula:

Early Retirement Reduction Factors

El Paso Sonat/Coastal CBP Sdlect
Age 55 20%° 28% 53%
Age 60 10% 8% 33%

% As mentioned before, El Paso’s early retirement reductions were still less for

participants with more than 20 years of service.
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37.  Theimpact of these reduction factors can be seen by looking at an employee with
a $1,500 per month benefit at age 65. Under the prior El Paso plan, this employee would receive
$1,200 per month (or $1,080 per month under the Sonat or Coastal early retirement rules) if he or
she commenced benefits at age 55. If an employee earned the same $1,500 per month benefit
under El Paso’s CBP Select, it would be reduced to $705 per month for commencement at age
55. The change in the early retirement feature obviously eliminates a valuable benefit, which in
thisinstance is worth $495 per month in lifetime income (or $375 per month for former Sonat or
Coastal employees). For example, Exhibit F-4 indicates that Conrad B.’ s future retirement
benefits are reduced by 25% after 15 years, which is not as much as Mr. Tomlinson’s 88%
reduction. But Conrad B.’s age 55 early retirement benefits will be reduced further compared
with the prior formula: His benefits at age 55 under CBP Select will be $461 per month ($981 x
(1 —.53)) compared with $873 per month if the prior formula had continued ($1,212 x (1 —.28)).
Thus, histotal benefit at age 55 will be 47% less than under the prior formula.

The Wear-Aways of Frozen Pension Benefits Often Last Over 10 Years

38.  Themost startling fact about El Paso’s CBP Select design isthat for over 10 years
participants like Mr. Tomlinson, Ms. Ballesteros and Mr. Muckelroy actually accrue no
additional benefit under CBP Select — as long as the value of their cash accounts are less than the
value of the pension benefit they had aready accrued (the frozen prior plan benefit). Ultimately,
in the years immediately before age 65, the benefit accruals of Mr. Tomlinson, Ms. Ballesteros,
and Mr. Muckelroy would resume. The rate of benefit accrual at that time will be infinitely more
than the zero accrual rate in the 10 preceding years.

39.  Therearetwo preconditions for these wear-aways:

(@) A conversion design is adopted that uses a*“ greater of” approach rather
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than asimple additive or “A+B” approach to join the benefits earned
before the conversion with those earned after, and

(b) Thereis adifference between the value of the frozen benefit under the
old formula and the value of the cash balance account, which means
that the cash account has away to go before it catches up with the
value of the frozen benefit.

40.  Therearefour reasons for the differencesin value under El Paso’s design: First, in
converting previously-earned benefits to cash balance, El Paso excluded the value of the early
retirement benefits from the opening account balance. The value of early retirement featuresis
greater for the employees who are close to early retirement eligibility, i.e., for older employees.

41. Second, El Paso applied a pre-retirement mortality discount in establishing the
opening account balance. However, as participants grow older, their decreased risk of mortality is
not credited back. As aresult, the annuities participants are able to purchase with their original
cash balance accounts are, even with interest credits, less than the annuities that they originally
had. Although this discount is comparable in percentage terms, it can remove more dollars from
the opening accounts of older employees and thus leave them with more to make up before their
cash accounts exceed the frozen benefit from the old formula.

42.  Third, the benefits earned under the prior formulain the 5-year transition period
are not included in the cash balance accounts. This creates another shortfall that participants have
to make up. This shortfal isagain more likely for older, longer-service participants because any
improvement in their final average salary will improve their benefits for all past years of service.

43.  Fourth, when interest rates fall below the interest rates used to establish the

opening balances, as they have for El Paso, Sonat and Coastal, the situation becomes even worse.

For El Paso, the interest rate used to establish the opening balance was 6.5%, whereas the
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conversion interest rate or annuity purchase rate in 2002 after the 5-year transition period was
5.32%. For Sonat, the opening balance rate was 6.07% whereas the annuity purchase rate in 2005
was 4.86%. For Coastal, the opening balance rate was 5.80% whereas the 2006 annuity purchase
rate was 4.68%. Participants can purchase less of the annuity that they had previously earned than
they started with. Again this makes more of a difference for older participants.

44.  Toillustrate, welook at an age 45 participant with an annuity of $1,000 per
month payable at age 65 which was converted to an opening account balance using 6.5% interest
and GATT mortality. Interest credits are applied thereafter to the account balance to the end of
2001 and interest is projected to age 65 at 4.00%. Because the conversion interest rates have
fallen, the projected account balance at age 65 is converted to an annuity using 5.32% interest
and GATT mortality. | find that such a participant ends up with an annuity of $574 compared to
the original $1,000. To get back to the original $1,000, the participant would have to have
$23,514 additional dollars credited to his cash account. Y ounger employees are not likely to have
a$1,000 per month annuity. But if they do, the amount that would have to be credited to their
cash account will be less. For example, $18,492 would have to be credited for a 30-year-old
employee to regain the original $1,000 per month annuity. If asis more typical the younger
employee has alesser annuity, e.g., $500 per month, the amount that would have to be credited
would be one-half of that, or $9,246.

45.  Thus, the values of the opening account balances, which were made lower by not
including the values of early retirement benefits or the benefits earned in the 5-year transition
period and by the pre-retirement mortality discount, are decreased further as aresult of the

decline in annuity purchase interest rates after opening accounts were established. The
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conjunction of these factors, all of which weigh more heavily on older employees, creates very
long wear-away periods.

46.  To caculate the expected wear-away periods exactly, | prepared the spreadsheets
attached as Exhibit G. These spreadsheets can be used to calculate the duration of the wear-away
for any Plan participant. There are two variations for the former Sonat and Coastal employees. To
calculate the duration of the wear-away, the inputs are age, service, the frozen benefit amount
and the cash balance account at the end of the 5-year transition period, and salary. The key
assumptions are 4% salary increases and constant interest rates going forward from 2002. If
salary was assumed to be constant, the wear-away periods would last even longer.

47.  The spreadsheet provides three methods to measure the wear-away periods. The
first isto compare the present value of the prior plan benefit with the cash balance account at the
beginning of the year. The wear-away period ends when the cash balance account exceeds the
present value of the prior (and now-frozen) plan benefit. The second and third methods compare
the annuities derived from the cash balance accounts accumulated to age 65 with the frozen prior
benefits that are already in annuity form. The difference between the second and third method is
that the second uses an annuity conversion interest rate of 5.5% whereas the third uses the
conversion interest rate in the year immediately following the end of the 5-year transition period
(5.32% for El Paso, 4.86% for Sonat and 4.68% for Coastal). Generdly, the products of the three
methods are within one year of each other.

48. For older participants, the spreadsheet and the spreadsheet results show that the
wear-away periods last a very long period of time, often in excess of 10 years. For example, the

wear-aways for Alice Ballesteros (Ex. G-1) and Anna G. (Ex. G-3), who were both age 50 at the
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end of the five-year transition periods, are 11-12 years and 7-9 years respectively. The second
and third methods show that wear-away is somewhat sensitive to interest rates, e.g., the period of
wear-away will often increase by one year depending on whether a 5.5% or 4.68% interest is
used to convert the cash balance account to a monthly retirement benefit. The pattern of wear-
aways for the Coastal employees is more involved than for El Paso and Sonat, but all of the
former Coastal employees with longer wear-aways such as Anna G. are older, whereas no
younger employee has a significant period of wear-away. Dr. Bardwell, the statistical expert
retained by the Plaintiffs, has analyzed the wear-aways in more detail in his report.

49.  To compute damages from the wear-aways to date, I set up spreadsheets (the Ex.
H series) to accumulate the pay credits and interest on those pay credits (at the interest crediting
rates) which were credited to participants’ cash accounts but are not actually paid because of the
wear-away design. For example, Alice Ballesteros’ cash balance pay and interest credits from
January 1, 2002 to the end of 2006 when she retired accumulate to $28,604. The damages for
Sonat and Coastal employees are less currently because those wear-aways went into effect more
recently, on January 1, 2005 for Sonat and April 1, 2006 for Coastal. The pay credits used in all
of these computations are only current through the second quarter of 2007. The results of these
calculations are included in the results attached to Dr. Bardwell’s report. The total damages to
date can be calculated simply by tabulating the results.

I declare under penalty of perjury that the foregoing is true to the best of my knowledge.

/
Signed: % e

Claude Poulin

Date: April 15,2008
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Exhibits:

Curriculum vitae

List of cases with testimony

List of documents and data reviewed

Decreasing accrual rate spreadsheet

Final average pay to career average pay comparison
Benefit reductions spreadsheets

G Wear-away duration spreadsheets

H. Wear-away damages spreadsheets

mTmoow>
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Exhibit B

Prior Expert Testimony

Jamal Kifafi, et al. v. Hilton Hotels Retirement Plan, Civil Action No. 98-1517
(CKK), filed in the United States District Court for the District of Columbia.

Janice C. Amara, et a. v. CIGNA Corp. and CIGNA Pension Plan, Civil Action
No. 3:01-CV-2361(MRK) in the United States District Court for the District of
Connecticut.

Engers, et d. v. AT&T and AT& T Management Pension Plan, Civil Action No.
98-CV-3660 (SRC) in the United States District Court for the District of New
Jersey (Newark).

McCarthy, et a. v. Dun & Bradstreet, et a., Civil Action No. 03:CV 431(SRU)
filed in the United States District Court for the District of Connecticut.

Shaver, et a. v. Siemens Westinghouse Retirement Plan, et al. Civil Action No.
02-1424 in the United States District Court for the Western District of
Pennsylvania.

Loewy, et a. v. Motorola Inc. Pension Plan, et a., Case No. CV 03-2284 PHX
FJIM filed in the United States District Court for the District of Arizona.

Richards, et al. v. Fleet Boston Financial Pension Plan, Civil Action No.
3:04CV1638(JCH) filed in the United States District Court for the District of
Connecticut.

Drutis, e a., v. Rand McNaly & Company and Quebecor World, Inc., Civil
Action No. 5:04-CV-00269-KSF in the United States District Court for the
Eastern District of Kentucky.

George Tedeshi, et al. v. Mercer Human Resource Consulting, et al., Civil Action
No. 04ca003566 in the Superior Court of the District of Columbia, Civil Division.

J. Michadl Charles, et al. v. Pepco Holdings, Inc., et al., Civil Action No. 05-702
(SLR) filed in the United States District Court for the District of Delaware.

Sunder and Jarodsky v. U.S. Bank Pension Plan, et al., Civil Action No. 4:05-CV -
01153-ERW in the United States District Court for the Eastern District of
Missouri, Eastern Division.

Grant M. Walker, et a. v. Monsanto Company Pension Plan, et al., Civil Action
No. 04-436-JPG in the United States District Court for the Southern District of
[llinois.




Exhibit C
Documents Reviewed

e Tomlinson v. El Paso Class Action Complaint filed December 29, 2004
e Plaintiffs Opposition to the Motion to Dismiss

e Plaintiffs Motion for Class Certification and Conditional Approval of ADEA
Collective Action, with supporting brief and exhibits

e Judge Walker Miller’s March 22, 2007 and March 19, 2008 Decisions

e El Paso Pension Plan document effective January 1, 2001

e CBP Select SPD dated August 23, 2002

e Mercer's Calculation Reference Manual for the El Paso Pension Plan

e Summary description with examples of Coastal benefit formula

e El Paso’s Form 5500 for the 2002 plan year

e El Paso’s Actuarial Vauation Report for the 2002 plan year

e Pension records for Wayne Tomlinson, Alice Ballesteros and Gary Muckelroy

e Online calculator benefit projections for Wayne Tomlinson, Alice Ballesteros and Gary
Muckelroy (P-345 to 407)

e Sample datafor Sonat and Coastal employees, including Scott W., JamesN., Carl S.,
Conrad B. and Anna G.

e An “extranet” for Mercer’s BeneCalc pension administration system
e Spreadsheets for 956 El Paso, 547 Sonat and 1372 Coastal class members

e Declaration and exhibits of Kevin Minor of Mercer related to calculations of wear-
away

e Ratios, graphs, data, scatter diagrams, PowerPoint slides, and actuarial assumptions
related to Mercer’s 1996 calculations of benefit reductions from the change to the cash
balance formula



El Paso Pension Plan
Benefit Accrual Rates (Before Wear-away)

Exhibit D

Age
@)

45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65

Benefit
Accrual
Value at Normal
at Normal Retirement
Salary Pay Credits Retirement Age
(2 3) 4) (5)
54,900 3,294 8,037 715
57,096 3,997 9,157 815
59,380 4,157 8,942 796
61,755 4,323 8,732 777
64,225 4,496 8,565 762
66,794 4,676 8,420 749
69,466 4,863 8,420 749
72,245 5,057 8,420 749
75,134 5,259 8,420 749
78,140 5,470 8,420 749
81,265 5,689 8,420 749
84,516 5,916 8,420 749
87,897 6,153 8,420 749
91,413 6,399 8,420 749
95,069 6,655 8,420 749
98,872 6,921 8,420 749
102,827 7,198 8,420 749
106,940 7,486 8,420 749
111,217 7,785 8,420 749
115,666 8,097 8,420 749
120,293 8,420 8,420 749

Assumptions

Salary 1997 $54,900
Salary Scale 4.00%
Pay Credit (in 1997 with 63 points) 6.00%
Pay Credit (in 1998 and later years) 7.00%
Interest Credit Plan and 5-Year Treasury rates*
Discount Rate 5.32%
Mortality GATT
Normal Retirement Age 65

*6.5% in 1997-99, 6.03% in 2000, 5.78% in 2001, with minimum 4% rate thereafter.

Rate of
Benefit
Accrual

(6)

1.30%
1.43%
1.34%
1.26%
1.19%
1.12%
1.08%
1.04%
1.00%
0.96%
0.92%
0.89%
0.85%
0.82%
0.79%
0.76%
0.73%
0.70%
0.67%
0.65%
0.62%

4/15/2008



Exhibit E

Comparison of Benefit Accruals and Accrued Benefits under Career Average and Final Average
Formulas (Last 60 Months)

Final Average Accumulation Career Average Accumulation

Service Final
(Beginning  Annual Average Benefit Accrued Benefit Accrued
Age of Year) Earnings Earnings Accrual Benefit Accrual Benefit
(1) 2 (3 ()] (5) (6) ()] (8)
31 1 $30,000 $30,000 $420 $420 $420 $420
32 2 31,200 30,600 437 857 437 857
33 3 32,448 31,216 480 1,337 454 1,311
34 4 33,746 31,848 517 1,853 472 1,784
35 5 35,096 32,498 425 2,278 491 2,275
36 6 36,500 33,798 565 2,843 511 2,786
37 7 37,960 35,150 607 3,450 531 3,317
38 8 39,478 36,556 651 4,101 553 3,870
39 9 41,057 38,018 697 4,798 575 4,445
40 10 42,699 39,539 746 5,544 598 5,043
41 11 44,407 41,120 798 6,342 622 5,664
42 12 46,184 42,765 853 7,196 647 6,311
43 13 48,031 44,476 911 8,107 672 6,983
44 14 49,952 46,255 973 9,080 699 7,683
45 15 51,950 48,105 1,038 10,118 727 8,410
46 16 54,028 50,029 1,106 11,224 756 9,166
47 17 56,189 52,030 1,178 12,402 787 9,953
48 18 58,437 54,111 1,255 13,657 818 10,771
49 19 60,774 56,276 1,335 14,992 851 11,622
50 20 63,205 58,527 1,420 16,413 885 12,507
51 21 65,734 60,868 1,510 17,923 920 13,427
52 22 68,363 63,303 1,605 19,527 957 14,384
53 23 71,098 65,835 1,704 21,231 995 15,380
54 24 73,941 68,468 1,809 23,041 1,035 16,415
55 25 76,899 71,207 1,920 24,961 1,077 17,491
56 26 79,975 74,055 2,037 26,998 1,120 18,611
57 27 83,174 77,017 2,160 29,157 1,164 19,775
58 28 86,501 80,098 2,289 31,447 1,211 20,986
59 29 89,961 83,302 2,426 33,873 1,259 22,246
60 30 93,560 86,634 2,570 36,442 1,310 23,556
61 31 97,302 90,100 1,458 37,900 1,362 24,918
62 32 101,194 93,704 1,516 39,416 1,417 26,335
63 33 105,242 97,452 1,577 40,993 1,473 27,808
64 34 109,451 101,350 1,640 42,632 1,532 29,340
65 35 113,829 105,404 1,705 44,338 1,594 30,934
Benefit Accrual Rate as % of Final Average Earnings 1.40% (For first 30 years) 0.91%
1.20% (For all service) 0.84%
Reduction Percentage (For first 30 years) 35%
(For all service) 30%
Assumptions:

Salary Scale: 4%
Service Limited to 30 Years under Final Average Plan
Rate of Benefit Accrual of 1.4%
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Exhibit H-1

Wear-away Damages
Pay Credit Accumulation in Wear-away

El Paso (EPNG)

Alice Ballesteros

Annuity Purchase wearaway 12
Monthly age 65 benefit under cash balance (BoY)* 1,553
Monthly age 65 benefit under cash balance (EoY)** 1,614
Frozen Benefit Amount on January 1, 2002 1,612
Quarter when wearaway ends (calculated) 4
Quarters of pay credits to accumulate (calculated) 48

*Equals Monthly age 65 benefit under cash balance pension plan in year 2002 + wearaway period minus 1
**Equals Monthly age 65 benefit under cash balance pension plan in year 2002 + wearaway period

Accumulation

Pay Credit Amount Accum of pay
Period of Pay Factor credit
Ending on Credit to 6/30/08 to 6/30/08
3/31/2002 1,139.46 1.2891 $1,468.93
6/30/2002 1,139.46 1.2764 1,454.39
9/30/2002 1,139.46 1.2637 1,439.99
12/31/2002 1,219.36 1.2512 1,525.70
3/31/2003 1,139.46 1.2388 1,411.61
6/30/2003 1,139.46 1.2266 1,397.64
9/30/2003 1,139.46 1.2144 1,383.80
12/30/2003 1,314.46 1.2024 1,580.52
3/31/2004 1,216.53 1.1905 1,448.28
6/30/2004 1,174.53 1.1787 1,384.44
9/30/2004 1,174.53 1.1670 1,370.73
12/31/2004 1,174.53 1.1555 1,357.16
3/31/2005 1,174.53 1.1441 1,343.72
6/30/2005 1,625.89 1.1327 1,841.68
9/30/2005 1,212.33 1.1215 1,359.64
12/31/2005 1,212.33 1.1104 1,346.18
3/31/2006 1,212.33 1.0985 1,331.79
6/30/2006 1,488.69 1.0868 1,617.87
9/30/2006 1,236.48 1.0751 1,329.39
12/31/2006 1,138.19 1.0636 1,210.61
3/31/2007 1.0526 0.00
6/30/2007 1.0416 0.00

Grand Total  $28,604

Total Under Wearaway  $28,604

4/15/2008



Wear-away Damages
Pay Credit Accumulation in Wear-away

(Sonat)

Scott W.

Annuity Purchase wearaway 3
Monthly age 65 benefit under cash balance (BoY)* 639
Monthly age 65 benefit under cash balance (EoY)** 727
Frozen Benefit Amount on January 1, 2005 681
Quarter when wearaway ends (calculated) 2
Quarters of pay credits to accumulate (calculated) 10

Exhibit H-2

*Equals Monthly age 65 benefit under cash balance pension plan in year 2005 + wearaway period minus 1

**Equals Monthly age 65 benefit under cash balance pension plan in year 2005 + wearaway period

Accumulation

Pay Credit Amount Accum of pay

Period of Pay Factor credit
Ending on Credit to 6/30/08 to 6/30/08
3/31/2005 897.75 1.1441 1,027.07
6/30/2005 1,378.55 1.1327 1,561.52
9/30/2005 935.82 1.1215 1,049.53
12/31/2005 936.36 1.1104 1,039.74
3/31/2006 1,137.42 1.0985 1,249.50
6/30/2006 1,895.70 1.0868 2,060.20
9/30/2006 1,281.00 1.0751 1,377.25
12/31/2006 1,251.00 1.0636 1,330.59
3/31/2007 1,251.00 1.0526 1,316.77
6/30/2007 2,243.28 1.0416 2.336.68

Grand Total  $14,349

Total Under Wearaway  $14,349

4/15/2008



Anna G.

Wear-away Damages

Annuity Purchase wearaway
Monthly age 65 benefit under cash balance (BoY)*
Monthly age 65 benefit under cash balance (EoY )**
Frozen Benefit Amount on April 1,2006

Quarter when wearaway ends (calculated)

Quarters of pay credits to accumulate (calculated)

Pay Credit Accumulation in Wear-away
(Coastal)

1,267
1,328
1,321

4

Exhibit H-3

*Equals Monthly age 65 benefit under cash balance pension plan in year 2006 + wearaway period minus 1

**Equals Monthly age 65 benefit under cash balance pension plan in year 2006 + wearaway period

Pay Credit
Period

Ending on

6/30/2006
9/30/2006
12/31/2006
3/31/2007
6/30/2007

Amount
of Pay
Credit

1,542.94
1,178.94
1,178.94
1,178.94
1,861.37

‘Accum
Factor
to 6/30/08

1.0868
1.0751
1.0636
1.0526
1.0416

Grand Total

Total Under Wearaway

Accumulation
of pay
credit

10 6/30/08

1,676.83
1,267.52
1,253.95
1,240.92
1.938.87

$7,378

$5,439

4/15/2008
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