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INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Los Alamos National Laboratory Foundation:

We have audited the consolidated statement of financial position of Los Alamos National Laboratory
Foundation (Foundation) as of December 31, 2009, and the related consolidated statements of activities and
cash flows for the year then ended. These consolidated financial statements are the responsibility of the
Foundation’s management. Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. The prior year summarized comparative information has been derived from
the Foundation’s 2008 financial statements and, in our report dated April 28, 2009 we expressed an
unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in the Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Los Alamos National Laboratory Foundation at December 31, 2009,
and the changes in its net assets and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report, dated May 4, 2010,
on our consideration of the Foundation’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.

Division for CPA Firms AICPA



Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
taken as a whole. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements. The supplemental schedule of consolidating balance sheet and consolidating
statement of activities is presented for the purpose of additional analysis of the consolidated financial
statements rather than to present the financial condition of the individual entity. Such information has
been subjected to the auditing procedures applied in the audit of the consolidated financial statements and,
in our opinion, is fairly stated, in all material respects, in relation to the consolidated financial statements
taken as a whole.

May 4, 2010



"SJUDWJEIS [BlOURUL PAJEPI[OSu0d 353y} Jo ued [eidajul ue are sajou Furkuedwiodoe ayJ,

€

vPI'661'ES  $  TOI'PII'09 §  9I0TE0'ey §  v9s‘6€8%w1  §  TTSEVTT  §
8L1°L80°1S LYT'ELT'8S 910°1€0°EY ¥95°6£8°Y1 L9STO¥
996°111°C SS6°0V8°1 - - $S6°0¥8°1
- 0LS"E - - 0LS‘E

78€°81 860°L1 - - 860°L1
810°YC1°1 LLT901°T - - LLT90T°T
99L°1L8 99%°019 - - 99%°019
008°L6 $ Pysie0l $ - $ - $ yrSiE01 $
yr1‘661°€S  § 01v1L'09  § 9I0'1E0EY  § y9s6e8v1  $ TTS'EVTT $
001°01 001°01 - - 001°0%
T9S LY9°Y 109YLS 1 - - 10975 T
$50°8ZS ¥80°v1¥ - 089°TL YOV 1vE
LEE V698 £5€°159°9¢ 910°TE0'EY LEEDTIEL -
060°61€°C $ ¥96°€9H°1 $ - $ LYSOPI‘T $ LIV'LIE $

[®0L, [e10L PaoIsoy Pa1oLNSAY PoIoLISIIUN

paziiewiuing Apusueuusg Aquerodws],
800¢
600¢

{8007 10J uUolIBULIOJUI PIZLIBUIWINS YJIM)

6007 ‘1€ 1oquiddeQ

OISO [BIDURULY JO JUIHIA)L)S PIJBPI[OSUO))

NOLLVANNOA AYOLVIOIVT TYNOILLVN SONVIV SO'1

S19SSE JoU pue SONI[IGRY] [210]

(6 210U) $198SB DN

Soul[Iqel] [e10],
SoLIIqQel] 190
SI19Y30 10J p[oy spun,j

(z1 910u) sjqeked sojoN
(8 s10u) 9[qeded syuvln
sasuadxa paniooe pue ojqeled sjunosoy

:SonIiqel]

§J955V JON PUE SonIIqer]

$19SSE 210

sjasse 1ay10

(¢ a10u) jou quowdmbs pue Auadoig
(s 930u) 91qBAIS03I SJUNOIDY

(¢ 230U) SyDUNSIAU]

syusjeAaInba yseos pue yse)

SEN3



¥

"SJUSLS]B]S [RIOURULJ PAIEPIOSUOD 359y} Jo red [eiSajut ue are sajou Suiueduwroose oy,

8L1°L80°TS $  LPIELT'SS $ 910°1€0°EY $  ¥95°6£8°VI $ L9STO¥ $
S9TELY LY 8LI°L80°1S $68°6S6°TH YES LTV L oSt eoL
(£80°98£°91) 696°G81°L rAASYA 0ELTIF L (£388°00€)
99€°0L8°S 6L5°€66°C - - 6LS°€66°S
049122 TL6LET - - TL6'LET
6¥8°66¢€ SLY90S - - SL¥ 90S
LY8‘8¥T°S TEI°6PT'S - - TE1°6¥T'S
627°89S 16£°€79 - - 16£°€29
- 09Z°6Y 09T'6t
- 000°001 - - 000001
LETT69 98y vEY - - 98¥ VeV
8L9%¥1 0€L°68 - - 0£L°68
YL6THT TLI1TE - - TLI1TE
000°16 8TH'E6 - . 8TH €6
¥61°689 £68°€99 - - £58°€99
SESPT8T TI8°EL8T - - TISEL8T
(1zL'stson) 8YS 6LIET [4ANYA 0ELTTIY L 969T69°S
- - - (8€€T6EY) 8£ET6EY
SLLT T97°ST - - 79T'sT
(ShL€99°5T) £50°EHL'8 - T6¥'SOLL 19S°L€0°T
0SSvLI £05°€6 - - £0S°€6
S8 SIY'Y 0SH°TE8'E 79s°ce 076°889°¢ 816°601
y¥8°6sS $  08T's8y $ 095 1+ $  9£9°60% $  ¥80°v¢ $
[e10], e, paoLnsSay paoLsay palLnsaun
pazirewrung Apusueunng Aprerodwa |,
800T
6002

(8007 10J UOI)BULIOJUI PIZLIBUILINS YIIM)
6007 ‘1€ 1aquiade(
SANIANDY JO JUAUIAIE)IS PIJEPI[OSUOD)

NOILVANNOA AFOLYVIO0d V1 TYNOLLVN SOINVTV SO'1

129K JO pUd 3B S3asSe 19N
1eaf jo Sutuurdaq je s}asse 19N

$19SSE 30U Ul (9SB2109p) 9SBAIOU]

sasuadxa ej0],

Suisrerpun,j
SARISIUIIPE PUB [BISUID)
sasuadxa urerdoud [ejo]
sasuadxs 3upesado weidor
3OUSIAJUOD [enuuy
Iua) Arend) uoneonpy [euoidoy
ulog 1sI1,]
Auropesy 90udIdg pue YIBA
sdiysrejoyog
sjuRId Yoranno Aunwuo)
SjueId yorasno [euonesnpy
SjuBIg JUSUIYOLIUS [eUOBONPY
weidoid

sasuadxryy

onuaaai pue poddns [ejo],

SUOTJOLI}SI WO PISEa]al SIISSE JON
wooul Joyi0

( s10u) swooug (ssof) ured JUSUISIAU]
SJU2A9 [e102dg

(6 910U) S}OBIIUOD pUE SJUBID)

(6 0u) suonnqyuo)

anuaAdy pue 3roddng



LOS ALAMOS NATIONAL LABORATORY FOUNDATION

Consolidated Statement of Cash Flows

Year Ended December 31, 2009

(with summarized information for 2008)

Cash flows from operating activities:
(Increase) decrease in net assets
Adjustments to reconcile to net cash from operating
activities:
Depreciation expense
Unrealized (gains) losses on investments
Capital gain distributions and realized gains on investments
Bad debt expense
Contributions restricted for long-term purposes,
including accounts receivable
Decrease (Increase) in assets:
Accounts receivable
Prepaid expenses
Other assets
Increase (decrease) in liabilities:
Accounts payable and accrued expenses
Grants payable
Funds held for others
Other liabilities

Net cash (used in) provided by operating activities

Cash flows from investing activities:
Purchases of investments
Reinvested interest, dividends and capital gains
Proceeds from sale of investments
Acquisition of fixed assets
Notes payable proceeds
Notes payable principal paid
Net cash (used in) provided by investing activities

Cash flows from financing activities:
Contributions restricted to investment in endowment

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information:
Cash paid for interest

2009 2008
$ 7,185,969 $ (16,386,087)
92,313 40,893
(7,705,494) 17,459,328
(42,201) (16,060)
- 21,626
(75,122) (645,775)
113,971 (104,084)
- 1,816
- 150
5,744 (156,307)
(261,300) (11,040)
(1,284) (2,863)
3,570 -
(683,834) 201,597
(599,117) (56,729)
389,789 (658,734)
. 242,654
(19,353) (751,745)
- 599,538
(17,741) (6,922)
(246,422) (631,938)
75,122 645,775
(855,126) 215,434
2,319,090 2,103,656
$ 1,463,964 $ 2,319,090
$ 71,779 $ 65,122

The accompanying notes are an integral part of these consolidated financial statements.
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LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31, 2009

Nature of Activities

Los Alamos National Laboratory Foundation (Foundation) is a New Mexico not-for-profit corporation,
incorporated on April 17, 1997 for charitable, educational, and other lawful purposes consistent with the New
Mexico Nonprofit Corporation Act. In particular, the Foundation is organized for the purpose of receiving and
administering gifts and grants dedicated to support charitable and educational public service activities in
northern New Mexico. In May of 2007, the Foundation formed a Single Member For Profit LLC, Building
Equity, LLC (LLC). The purpose of the LLC is to construct and operate the building, which is occupied by
the Foundation and another entity. The building was completed in 2008.

Summary of Significant Accounting Policies

The Foundation’s accounting policies conform to accounting principles generally accepted in the United
States of America as applicable to not-for-profit organizations. The preparation of financial statements in
conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. The following paragraphs describe the
basis of presentation and summarize the more significant accounting policies:

Basis of Accounting

The Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) became
effective on July 1, 2009. At that date, the ASC became FASB’s officially recognized source of
authoritative U.S. generally accepted accounting principles (GAAP) applicable to all public and non-
public non-governmental entities, superseding existing FASB, American Institute of Certified Public
Accountants (AICPA), Emerging Issues Task Force (EITF) and related literature. All other accounting
literature is considered non-authoritative.

The accompanying financial statements have been prepared on the accrual basis of accounting.

The Foundation follows Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC) 605-45-3, Revenue Recognition — Contributions Received which requires not for
profit entities to report information regarding its financial position and activities according to three
classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets depending on the existence or nature of any donor restrictions.

Permanently Restricted — Those net assets resulting from inflows of assets whose use is limited by
donor-imposed restrictions which do not expire by passage of time.

Temporarily Restricted — Those net assets resulting from inflows of assets whose use is limited by
donor-imposed restrictions which expire by passage of time or are fulfilled by actions of the
Foundation.

Unrestricted — Those net assets that are neither permanently or temporarily restricted.

6 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31, 2009

2.  Summary of Significant Accounting Policies (Continued)

Support and Revenue

Grants and contributions (gifts) received and unconditional promises to give are reported as an
increase in net assets. The Foundation reports gifts of cash and other assets as restricted support if
they are received with donor stipulations that limit the use of the donated assets, if they are designated
as support for future periods or if the date of payment is beyond the current year. When a donor
restriction is accomplished, temporarily restricted net assets are reclassified to unrestricted net assets
and reported in the statement of activities as net assets released from restrictions.

Funds Held for Others

The Foundation raises funds for schools, through the Fund For Education, to assist them in
establishing endowment funds. These funds are held and invested by the Foundation until such time
as the schools have established their own independent endowment funds.

In-Kind Donations

The Foundation receives in-kind donations of materials and services. Donations of materials are
recorded as contributions at their estimated fair value at the date of donation. Donated services are
recognized as contributions in accordance with FASB ASC 605-25-16, Revenue Recognition —
Contributed Services, if the services (a) create or enhance nonfinancial assets or (b) require
specialized skills, are performed by people with those skills, and would otherwise be purchased by the
Foundation. The Foundation received $4,000 in contributed services for 2009 and $11,700 for 2008.

Grants Awarded
Grants awarded by the Foundation are charged to operations and recorded as liabilities upon approval

by the Foundation’s Board of Directors. All grants payable at December 31, 2009 are scheduled for
payment during the year ending December 31, 2010.

Investments

Investments are reported at market value, which results in unrealized gains and losses being
recognized as market value changes.

Income Tax Status

The Foundation is exempt from federal income and unemployment taxes under Internal Revenue
Code Section 501(c)(3). The Foundation files an annual information return (form 990) with the
Internal Revenue Service. Unrelated income, if any, may be subject to income taxes which has been
determined to be immaterial.

7 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31, 2009

2. Summary of Significant Accounting Policies (Continued)

Property and Equipment

Property and equipment with cost in excess of $1,000 are capitalized. Purchased equipment is stated
at cost. Contributed equipment is reflected at estimated fair market value at the date of contribution.
Depreciation is computed utilizing the straight-line method over the estimated useful lives of the
respective assets, which range from 3 to 7 years. The building is depreciated over 39 years utilizing
the straight-line method.

Allocation of Functional Expenses

The Foundation allocates expenses not applicable to a single activity to the appropriate activities
based on the estimated percentage of time employees spend on each of the programs.

Compensated Absences

All eligible employees accrue vacation time at a rate of 10 hours per month. Accrued but unused
vacation up to 240 hours may be carried from year to year, and a liability for compensated absences
has been recorded.

Cash Equivalents

Cash equivalents include money market accounts, including $1,447,181 at December 31, 2009 and
$2,256,598 at December 31, 2008 in the Short Term Investment Pool managed by the University of
California Office of the Treasurer, and any securities with an original maturity date of less than 90
days.

Concentration of Credit Risk

The Foundation’s financial instruments that are exposed to concentrations of credit risk primarily
consist of cash and investments. Periodically throughout 2009 and 2008, the Foundation has
maintained cash balances in excess of insured limits. As of December 31, 2009 and 2008, the
amounts on deposit at the banks did not exceed the FDIC limit. To reduce its risk, the Foundation
places its cash and investments with a highly rated financial institution and pools managed by the
University of California. The investment pools are not insured.

Prior Year Information

The financial statements include certain prior year summarized comparative information in total but
not by net asset class. Such information does not include sufficient detail to constitute a presentation
in conformity with generally accepted accounting principles. Accordingly, such information should
be read in conjunction with the Foundation’s financial statements for the year ended December 31,
2008, from which the summarized information was derived.

8 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31,2009

2. Summary of Significant Accounting Policies

Reclassification

Certain 2008 items may have been reclassified in order to conform to the 2009 financial statement
presentation.

Basis of Consolidation

As described above, the accompanying consolidated financial statements for 2009 include the

accounts of the Foundation and the LLC. All significant balances and transactions between entities
have been eliminated.

3. Endowment Funds

The Foundation’s endowment consists of 4 individual funds, the Educational Enrichment, Domenici
Endowment, John and Marti Bowne Leadership Scholarships, Scholarships and Public School
Endowments. As required by GAAP, net assets associated with endowment funds, including funds
designated by the Board of Directors to function as endowments, are classified and reported based on
the existence or absence of donor-imposed restrictions. The Foundation classifies as permanently
restricted net assets (a) the original value of gifts donated to the permanent endowment, (b) the original
value of subsequent gifts to the permanent endowment, and (c) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instruments at the time
the accumulation is added to the fund. The Foundation had adopted investment and spending policies
based on the requirements of the State Uniform Management of Institutional Funds Act (SUMIFA). As
a result of the Foundation’s interpretation of SUMIFA, and in accordance with donor restrictions,
contributions to the endowment fund are classified as permanently restricted net assets. The historic
dollar value of those contributions must be maintained inviolate. Income from the fund is classified
with temporary restricted net assets until the purpose restriction is satisfied. When the purpose
restriction is met, the net assets are reclassified to unrestricted net assets.

From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fall below the level that the donors require the Foundation to retain as a fund of perpetual duration.
There were no deficiencies of this nature at December 31, 2009 and 2008.

4. Investments

Investments consist of the following at December 31:

2009 2008
Market Value Cost Market Value Cost
General Endowment Pool,
Managed by University
of California $ 56,651,353 § 46,301,125 $48,694,337 $46,049,604

9 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31, 2009

4. Investments (Continued)

The General Endowment Pool (GEP) is managed by the University of California and the Foundation
has no control in the investment decisions of the GEP. The GEP includes absolute return hedge funds.
Investments in these funds are valued by the University of California at the Foundation’s pro rata
interest in the GEP. Investments in these funds consist of approximately 25% and 22% of the entire
portfolio at December 31, 2009 and 2008, respectively. Investment fees are nine basis points, netted
from income eamned before it is distributed. For information on University of California’s endowment
investment policy, holdings, unit values and the annual endowment report, please visit
www.ucop.edu/treasurer.

The Foundation invests in funds that contain various types of marketable securities. Such investments
are exposed to various risks, such as fluctuations in market value and credit risk. Thus, it is at least
reasonably possible that changes in the near term could materially affect investment balances and the
amounts reported in the financial statements.

Net investment income consists of the following:

2009 2008
Interest on short-term funds $ 45,375 $ 61,846
Interest and dividends on long-term investments 949,983 1,717,587
Realized gain on investments 42,201 16,060
Unrealized gains (losses) on investments 7,705,494 (17,459,238)
Net investment income (loss) $ 8,743,053 $ (15,663,745)

10 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31, 2009

5. Accounts Receivable

Accounts receivable at December 31 consist of the following:

2009 2008
Annual banquet $ 59,035 $ 33,535
General operations support 6,578 8,505
Public Schools endowments 17,283 14,821
Leadership endowment 22,419 29,087
Domenici endowment 16,853 27,618
Scholarship program pledges, net of $21,080 and
$27,040 allowance for doubtful accounts for

2009 and 2008, respectively 171,053 122,894
Tuitions reimbursable 35,518 49,019
CYFD - 36,287
Los Alamos National Security, LLC 72,680 200,000
Other receivables 12,665 6,289

$ 414,084 $ 528,055

Certain receivables will be received over the next two years. No discount was taken in 2009 and
2008, as the amount was deemed immaterial.

6. Lease Receivable

Effective July 1, 2009, the LLC and the New Mexico Highlands University entered into a three lease
agreement. Building lease income for the year ended December 31, 2009 was approximately $21,000.

Future scheduled lease payments receivable are as follows:

Due in one year or less $ 42,846
Due after one year through five 64,268
Total $ 107,114

11 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31, 2009

7. Property and Equipment

A summary of property and equipment at December 31 is as follows:

2009 2008
Land $ 165,711 $ 165,711
Building and improvements 1,302,523 1,286,913
Furniture 171,003 169,861
Computers, equipment and software 169,991 164,790
Vehicle 25,333 25,333
1,834,561 1,812,608
Less accumulated depreciation (259,960) (165,036)
§ 1,574,601 $ 1,647,572

Depreciation expense for the years ended December 31, 2009 and 2008 was $92,313 and $40,893,
respectively.

8. Grants Payable

The grants payable consist of the following at December 31:

2009 2008
$ 610,466 $ 871,766

A discount for the grants payable has not been recorded as the amount is immaterial to the financial
statements.

During 2009 and 2008, the Foundation made conditional multiple year grant awards. These grants
will be recognized when the conditions of the grants are substantially met. If the conditions of these

grants are met, the Foundation will make Educational Outreach grants of $200,000 in 2010 and
$100,000 in 2011.

12 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31, 2009

9. Restricted Net Assets

Restricted net assets consist of the following at December 31:

2009 2008
Permanently Permanently
Temporarily Restricted Temporarily Restricted
Restricted Endowments Restricted Endowments
Educational enrichment $12,952,859  $ 41,444,726  $5,901,998  $ 41,444,726
Educational outreach 154,190 - 77,621 -
First Bom - - 69,876 -
Math and Science 603,332 - 526,199 -
Regional Educational
Quality Center - - 100,000 -
Public Schools - 675 - 675
Domenici endowment 149,514 616,367 - 585,067
John and Marti Browne
Leadership scholarships 13,569 228,357 - 218,607
Scholarships 966,100 740,891 752,140 706,819

$ 14,839,564 $ 43,031,016 $ 7,427,834 $ 42,955,894

Several of the scholarships awarded by the Foundation are four-year commitments that are
conditional on the student maintaining a grade point average of 3.0. These scholarships will be
recognized each year if the conditions are met. As of December 31, 2009, conditional scholarship
awards comprise $397,500 of the $966,100 restricted for scholarships. As of December 31, 2008,
conditional scholarship awards comprised $323,500 of the $752,140 restricted for scholarships.

13 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION

Notes to Consolidated Financial Statements (Continued)

December 31, 2009
10. Revenues
Contributions consist of the following:
2009 2008
Individuals and business:
Building $ 1,996 $ 30,950
First Born 65,600 132,650
Math and Science Academy 125,000 150,000
Scholarship program 238,843 131,130
Scholarship endowments 41,560 51,844
General and other 12,281 59,270
$ 485,280 $ 555,844
Grants and contracts consist of the following
2009 2008
Grants and contracts consist of the following:
Department of Energy/Los Alamos National
Security, LLC $ 3,000,000 $ 3,000,000
Los Alamos National Security, LLC 642,793 1,028,663
State of New Mexico Children, Youth
& Families 189,657 387,192
$ 3,832,450 $ 4,415,855

11. Operating Leases

The Foundation leases office space from Building Equity, LLC. The lease is for five years with an
automatic renewal for an additional five years. The rent income and expense has been eliminated from
the financial statements through the consolidating entries.

The Foundation leases office space in Espanola for the Math & Science Academy administration. The
lease expired June 19, 2009, and is now on a month-to-month agreement.

The Foundation leases a printer and two copiers under lease agreements. They also rent other office

equipment and a storage shed under month-to-month lease agreements. Total lease costs for space and
equipment in 2009 and 2008 were approximately $37,000.

14 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION

Notes to Consolidated Financial Statements (Continued)

December 31, 2009

11. Operating I eases (Continued)

Future minimum payments under operating leases having remaining lease terms in excess of one year as

of December 31, 2009, are as follows:

2010
2011

12. Notes Payable and Line of Credit

At December 31, debt of the Foundation and LLC consisted of the following:

$
1,538

$ 9,260

7,722

Note payable to a bank for vehicle purchase, matures July 2, 2011,

fixed rate of interest 6.0%. The note payable is collateralized by

the vehicle.

Mortgage payable (LLC), payable to a bank with monthly payments
of $7,029, maturing on October 1, 2038, with a fixed rate of interest
6.5%. The note is secured by a mortgage on the property owned by

Building Equity, LLC.

2008

8,857 § 14,034

1,097,420 1,109,984

$ 1,106,277 $ 1,124,018

The Foundation also has a $3,000,000 line of credit secured by property, equipment, fixtures, accounts
receivable, inventory, and funds received from Los Alamos National Security, LLC. At December 31,

2009 and 2008, the balance on the line of credit was $0.

The future scheduled maturities of debt are as follows:

Year ending Principal
2010 $ 18,902
2011 17,665
2012 15,261
2013 16,283
2014 17,374
2015 and Thereafter 1,020,792
$ 1,106,277
15
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13.

14.

15.

16.

LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31, 2009

Retirement Plan

The Foundation has a 401k plan. All employees who work for twelve consecutive months and at least
1000 hours are eligible for discretionary employer-paid benefit. For 2009 and 2008, the benefit was 8%
of annual compensation. The retirement expense was $34,467 and $46,383 for 2009 and 2008
respectively.

Grants

The Foundation has a grant contract with Los Alamos National Security, LLC (LANS) for annual
funding of $654,000 for Education Outreach, the Math and Science Academy, a Regional Educational
Quality Center and scholarships for the University of California non-resident fees. The grant began
in 2007 and continues through 2011. LANS also provides matching funds, up to $250,000, for
employee contributions to the Los Alamos Employees’ Scholarship Fund. The Foundation received
$627,794 and $1,028,663 in 2009 and 2008, respectively, from LANS. The Foundation has accrued a
receivable for $72,680 at December 31, 2009 for the portion of funds for the Math and Science
Academy and the Regional Educational Quality Center to be received in 2010.

Also in 2007, the Foundation received a one year grant of $3,000,000 from the Department of
Energy, administered by LANS, for educational enrichment and outreach. In 2008, the grant was
extended through September 30, 2013, with decreases in funding. Funding for 2010 is estimated to
be $2,500,000.

Contracts

In 2006, the Foundation entered into a contract with the State of New Mexico’s Children, Youth and
Families Department (CYFD) to provide services and support to first time families in the Rio Arriba
County. The CYFD will provide startup funds of $1,000,000 over a three year period beginning
October 2006 based on expenses incurred by the program. The Foundation is to raise matching funds
over the second and third years of the program. The Foundation has received $189,657 in funding
from CYFD for the year ended December 31, 2009.

Related Party Transactions

Members of the Board and employees of the Foundation provide financial assistance to the Foundation
through restricted and unrestricted support. Included in donation revenue is $27,489 and $74,111 from
members of the Board and employees for the year ended December 31, 2009 and 2008, respectively.
Some members of the board also provided $0 and $3,043 in goods during 2009 and 2008 respectively.

16 (Continued)



LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Notes to Consolidated Financial Statements (Continued)

December 31, 2009

17. Concentrations

In 2006, the management of Los Alamos National Laboratory was awarded to Los Alamos National
Security LLC, (LANS). The language in the new contract did not specify the amount to be awarded
annually to the LANL Foundation. LANS, DOE and LANL Foundation signed a new Institutional
Agreement (IA) in 2007 that will guide the new funding sources under the new contract. The new
contract was for one year and was extended in 2008. In addition, LANS has committed to meeting or
exceeding the annual funding previously provided by the University of Califonia. A reduction of
funding from LANS or DOE would have a material adverse effect on the Foundation’s financial
operations.

18. Contingency
The Foundation receives funds from federal and state agencies. These funds are subject to audit and

adjustment to the granting agency. Any disallowed amounts resulting from these audits would be
required to be refunded.

19. Subsequent Event
Management and the Board of Directors of the Foundation have evaluated events through May 4,

2010, the date the financial statements were available to be issued. There were no items deemed to be
significant that require disclosure or adjustment to the 2009 financial statements.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Board of Directors
Los Alamos National Laboratory Foundation:

We have audited the consolidated financial statements of Los Alamos National Laboratory Foundation
(the Foundation) as of and for the year ended December 31, 2009, and have issued our report thereon
dated May 4, 2010. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Los Alamos National Laboratory Foundation’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the consolidated financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Los Alamos National Laboratory Foundation’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Foundation’s
internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the Foundation’s consolidated financial statements will not be prevented, or detected and corrected on
a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designated to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Foundation’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of management, and federal awarding agencies
and pass-through entities and is not intended to be and should not be used by anyone other than these

specified parties.
4

May 4, 2010
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LOS ALAMOS NATIONAL LABORATORY FOUNDATION

Schedule of Expenditures of Federal Awards

December 31,2009
Cumulative Federal
Federal Grantor/Program Federal Expenditures
Department of Energy
Endowment 81 .unknown $35,048,000
Current Year
Expenditures
Department of Energy
Educational Enrichment and
Outreach 81 .unknown $3,000,000

General

The Schedule of Expenditures of Federal Awards presents the activity of all federal financial assistance
programs of the Los Alamos National Laboratory Foundation.

Basis of Accounting

The Schedule of Expenditures of Federal Awards is presented using the accrual basis of accounting.

Endowment
The Department of Energy (DOE) provided funds to the Foundation for the educational enrichment

endowment fund. The cumulative balance of the federal award for the endowment fund which are
federally restricted are considered awards expended in each year in which the funds are still restricted.

Educational Enrichment Grants

The Department of Energy (DOE) through the Los Alamos National Security, LLC provided funds to the
Foundation for the educational enrichment and education outreach grants distributed annually.
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LOS ALAMOS NATIONAL LABORATORY FOUNDATION
Schedule of Findings and Questioned Costs

December 31, 2009

A. Summary of Auditors’ Results

1.

8.

9.

The auditors’ report expresses an unqualified opinion on the consolidated financial statements of
Los Alamos National Laboratory Foundation.

There were no material weaknesses or significant deficiencies identified during the audit of the
consolidated financial statements of Los Alamos National Laboratory Foundation.

No instances of noncompliance material to the consolidated financial statements of Los Alamos
National Laboratory Foundation were disclosed during the audit.

There were no material weaknesses identified during the audit of the major federal award
programs.

The auditors’ report on compliance for the major federal award programs for Los Alamos
National Laboratory Foundation expresses an unqualified opinion.

No significant deficiencies pertaining to the major federal award programs are reported in this
schedule.

The major programs tested were:

Agency: Department of Energy
Program title: Los Alamos National Laboratory Foundation - Endowment
CFDA No.:  81. unknown

Agency: Department of Energy

Program title: Los Alamos National Laboratory Foundation — Educational Enrichment and
Outreach

CFDA No.:  81. unknown

The threshold for Type A program was $300,000

Los Alamos National Laboratory Foundation was determined to be a low-risk auditee.

B. Findings — Financial Statement Audit

None.

C. Findings and Questioned Costs — Major Federal Award Programs Audit

None.

Status of Prior Year Findings

There were no prior year findings.
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Directors
Los Alamos National Laboratory Foundation:

Compliance

We have audited the compliance of Los Alamos National Laboratory Foundation with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended
December 31, 2009. Los Alamos National Laboratory Foundation’s major federal programs are identified
in the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of
its major federal programs is the responsibility of Los Alamos National Laboratory Foundation’s
management. Our responsibility is to express an opinion on Los Alamos National Laboratory
Foundation’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about Los
Alamos National Laboratory Foundation’s compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of Los Alamos
National Laboratory Foundation’s compliance with those requirements.

In our opinion, Los Alamos National Laboratory Foundation complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the year ended
December 31, 2009.
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Internal Control Over Compliance

The management of Los Alamos National Laboratory Foundation is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws, regulations,
contracts, and grants applicable to federal programs. In planning and performing our audit, we considered
Los Alamos National Laboratory Foundation’s internal control over compliance with the requirements
that could have a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance with OMB Circular A-133, but not for the purpose of expressing an opinion on
the effectiveness of Los Alamos National Laboratory Foundation’s internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Los Alamos National Laboratory
Foundation’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness is internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above.

This report is intended solely for the information and use of management, the Board of Directors, U.S.
Department of Energy and other federal awarding agencies, and is not intended to be and should not be
used by anyone other than these specified parties.

May 4, 2010
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LOS ALAMOS NATIONAL LABORATORY FOUNDATION

Schedule of Consolidating Statement of Financial Position

December 31, 2009
Building Elimination Consolidated
Foundation Equity, LLC Entries Total
Assets
Cash and cash equivalents $ 1,457,585 $ 6,379 - $ 1,463,964
Investments 56,651,353 - - 56,651,353
Accounts receivable 410,164 3,920 - 414,084
Due from LLC 151,193 - (151,193) -
Property and equipment, net 142,572 1,432,029 - 1,574,601
Investment in LLC 190,145 - (190,145) -
Other assets 10,100 - - 10,100
Total assets $ 59,013,112 $ 1,442,328 (341,338) $ 60,114,102
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses $ 103,544 $ - - $ 103,544
Grants payable 610,466 - - 610,466
Due to Foundation - 151,193 (151,193) -
Notes payable 8,857 1,097,420 - 1,106,277
Funds held for others 17,098 - - 17,098
Other liabilities - 3,570 - 3,570
Total liabilities 739,965 1,252,183 (151,193) 1,840,955
Net assets 58,273,147 190,145 (190,145) 58,273,147
Total liabilities and net assets $ 59,013,112 $ 1,442,328 (341,338) § 60,114,102

See Independent Auditors' Report
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LOS ALAMOS NATIONAL LABORATORY FOUNDATION

Support and Revenue
Contributions (note 10)
Grants and contracts (note 10)
Special events

Investment income (note 3)
Other (loss) income

Total support and revenue

Expenses

Program
Educational enrichment grants
Educational outreach grants
Community outreach grants
Scholarships
Math and Science Academy
First Born
Regional Education Quality Center
Annual conference

Program operating expenses
Total program expenses

General and administrative
Fundraising

Total expenses

Increase (decrease) in net assets
Net assets at beginning of year

Net assets at end of year

Year Ended December 31, 2009

Schedule of Consolidating Statement of Activities

2009
Building Elimination Consolidated
Foundation Equity, LLC Entries Total
485,280 $ - $ - 3 485,280
3,832,450 - - 3,832,450
93,503 - - 93,503
8,743,053 - - 8,743,053
(24,741) 117,882 (67,879) 25,262
13,129,545 117,882 (67,879) 13,179,548
2,873,812 - - 2,873,812
663,853 - - 663,853
93,428 - - 93,428
321,172 - - 321,172
89,730 - - 89,730
434,486 - - 434,486
100,000 - - 100,000
49,260 - - 49,260
672,107 - (48,716) 623,391
5,297,848 - (48,716) 5,249,132
391,177 142,623 (27,325) 506,475
254,551 - (16,579) 237,972
5,943,576 142,623 (92,620) 5,993,579
7,185,969 (24,741) 24,741 7,185,969
51,087,178 214,886 (214,886) 51,087,178
58,273,147 $ 190,145 $ (190,145) § 58,273,147

See Independent Auditors' Report
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