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This Fact Sheet is  

intended to provide a  

general overview of the 

LLNS Restoration Plan and 

is not meant to  

interpret, extend or change 

the LLNS Restoration Plan 

in any way.  

 

You may wish to review 

this information with the 

Benefits Office to be sure 

that you have taken all  

necessary actions. 

 

 

 

Lawrence Livermore National Security, LLC 

LLNS Restoration Plan 
 

 

Fact Sheet 

 

The “LLNS Restoration Plan” (“Restoration Plan”) is designed to provide supplemental retire-

ment income to certain Employees of Lawrence Livermore National Security, LLC (“LLNS”) 

whose retirement benefits under the LLNS Defined Benefit Pension Plan (“Pension Plan”) are 

limited by Section 415(b) (“IRC 415(b) Limit”) of the Internal Revenue Code.  The following 

Questions and Answers provide a general explanation of how the Restoration Plan operates. 

They will also alert you to certain upfront payroll tax payments that generally become due in the 

tax year that you have a Separation from Service (see Q&A 11, below). 

 

Questions and Answers 
1. What is a Participant’s “Benefit Commencement Date” for purposes of the 

Restoration Plan? 
 

A Participant’s Restoration Plan benefits will begin to be paid on the Participant’s Benefit 

Commencement Date.  A Participant’s “Benefit Commencement Date” is the first day of the 

calendar month following the later of (i) the date the Participant has a “Separation from Ser-

vice” (see Q&A 11, below) for reasons other than death, or (ii) the date the Participant at-

tains age 60.   

 

2. What is the IRC 415(b) Limit? 
 

Internal Revenue Code Section 415(b) limits the annual dollar amount that the Pension Plan 

can pay to a Participant.  A Participant’s after-tax contributions (if any) to the Pension Plan 

do not count against this limit.  The IRC 415(b) Limit is based on several factors, including 

the Participant’s age when the Participant begins receiving Pension Plan benefits.  The Inter-

nal Revenue Service (“IRS”)  periodically makes cost-of-living adjustments to the IRC 415

(b) Limit.  Examples of the annual IRC 415(b) Limit for Participants retiring in 2015 are: 

 

Age   Limit 
50   $92,400 

55   $130,436 

60   $182,462 

62+   $210,000 
 

In addition, Section 415(b) limits a Participant’s Pension Plan benefit to 100% of the Partici-

pant’s average compensation for his or her high 3 years, but this average compensation limit 

rarely applies to Pension Plan Participants. 
 

3. How do Participants in the Pension Plan become Participants in the Restoration 

Plan? 
 

In order to participate in the Restoration Plan, an Employee must be a participant in the Pen-

sion Plan.  A Pension Plan participant automatically becomes a Participant in the Restoration 

Plan if, on the earlier of the Participant’s Pension Plan benefit commencement date and the 
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Participant’s Restoration Plan Benefit Commencement Date, the Participant’s Pension Plan benefit in the normal sin-

gle life annuity form is limited by the IRC 415(b) Limit. 
    

4. How are Restoration Plan benefits calculated? 
 

A Participant’s Restoration Plan benefit is calculated as of the Participant’s Benefit Commencement Date, whether or 

not the Participant actually starts his or her Pension Plan benefit on that date.  The Participant’s Restoration Plan 

benefit is determined by using specified actuarial assumptions to establish the difference between the following pro-

jected benefits: 

 

a) The projected single life annuity benefit the Participant would receive under the Pension Plan if the Participant’s 

Pension Plan benefit started on the Participant’s Benefit Commencement Date and the benefit was not limited by 

the IRC 415(b) Limit. 

 

b) The projected single life annuity benefit described in (a) above, calculated as though the benefit was limited by 

the IRC 415(b) Limit. 

 

If, on the Participant’s Benefit Commencement Date, the Participant already had started to receive his or her Pension 

Plan benefit due to early retirement from the Pension Plan, additional actuarial calculations are used to increase the 

Restoration Plan benefit accordingly. 

 

The Restoration Plan’s benefit payment calculation uses only compensation that is reimbursable under Contract 44, 

and does not include after-tax contributions.  Due to Internal Revenue Code Section 409A, the Restoration Plan bene-

fit is an estimated benefit that won’t reflect, exactly, the benefit a Participant could have received under the Pension 

Plan if the Pension Plan benefit had not been restricted by the IRS Dollar Limit (see Q&A 5 and Q&A 6 below for 

more information). 

 

5. Can you explain in more detail how Restoration Plan benefits are calculated? 
 

Due to Section 409A of the Internal Revenue Code, private employers like LLNS cannot tie Restoration Plan benefits 

to actual benefits provided, on an ongoing basis, by another plan such as the Pension Plan. We’ll call this the 

“Straightforward Restoration Approach.”  Consequently, in order to comply with Code Section 409A, Restoration 

Plan benefits are established on a Participant’s Benefit Commencement Date (see Q&A 1, above), and cannot be ad-

justed thereafter based on  actual Pension Plan benefit amounts.  The Restoration Plan provides for a smooth pattern 

of benefits that never decreases and increases only due to annual cost-of-living increases (“COLAs”).The Restoration 

Plan calculates this smoothed benefit value as follows: First, a projection is prepared of the annual Pension Plan bene-

fit amounts and corresponding restoration amounts that would be required if LLNS could follow the Straightforward 

Restoration Approach described above. The projection is done at the time you begin your Pension Plan benefits, or 

Restoration Plan benefits, depending on which occurs first.  Then, the actuarial equivalent lump sum present value of 

these payments for the Participant’s lifetime is determined based on interest and mortality assumptions prescribed in 

the Restoration Plan. This lump sum value is converted to an actuarial equivalent, nondecreasing single life annuity 

(with expected COLAs) payable for life. Finally, this single life annuity amount is increased, if necessary, to reflect 

any delay from the Pension Plan benefit commencement date to the Restoration Plan Benefit Commencement Date, to 

obtain the Restoration Plan single life annuity benefit amount as of the Participant’s Restoration Plan Benefit Com-

mencement Date.  

 

6. Will the amounts of a Participant’s monthly Pension Plan and Restoration Plan benefit payments 

always add up to the full monthly benefit the Participant would have received if the Pension Plan 

were not subject to the IRC 415(b) Limit? 
 

Generally, no; they will add up to less in the initial years of a Participant’s retirement, and add up to more in later 

years. This is because of the smoothing aspect of the Restoration Plan benefit calculation methodology discussed in 

Q&A 5, above.  If LLNS were permitted to calculate Restoration Plan benefits using a Straightforward Restoration 

Approach with ongoing adjustments, as discussed in Q&A 5, then the two payments would add up to the full total 

benefit in every month. However, under this Straightforward Restoration Approach, the amount of restoration bene-

fits would generally decrease over time, until reaching $0. There are two key reasons for this: First, the Social Se-
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curity Supplement for which a Participant may be eligible from the Pension Plan, and which is the first benefit restrict-

ed by the IRC 415(b) Limit, stops at age 65.  Second, under the assumptions prescribed by the Restoration Plan (3% 

annual increases in the IRC 415(b) Limit, and 2% annual Pension Plan COLAs), the IRC 415(b) Limit will eventually 

“catch up” to a Participant’s total benefit, until the full, unrestricted benefit is payable from the Pension Plan, and no 

benefit is remaining to be restored.  

 

In the Restoration Plan, however, the smoothed benefit can never decrease, and can never stop as long as the Partici-

pant (or contingent annuitant, if applicable) is alive (see Q&A 15, below). Therefore, it is expected that in the future a 

Participant’s (or contingent annuitant’s) benefits will reach a point where the Participant (or contingent annuitant) is 

receiving a benefit from the Pension Plan, without any restriction due to the IRC 415(b) Limit, yet the Participant (or 

contingent annuitant) will still be receiving a Restoration Plan benefit.  

 

   7. Will the amount of a Participant’s Restoration Plan benefit always remain the same? 
 

No.  As discussed in Q&A 6, during a Participant’s lifetime, the amount a Participant receives from the Restoration 

Plan will not decrease.  The amount will, however, increase based on cost-of-living increases.  These cost-of-living 

increases will be provided in the same manner as relevant cost-of-living increases are provided under the Pension 

Plan.   

 

   8. Do Restoration Plan benefits begin at the same time Pension Plan benefits begin?  
 

Not necessarily.  Due to IRS requirements, benefit payments from the Restoration Plan must begin on a “fixed” Bene-

fit Commencement Date (defined in Q&A 1, above).  Benefit payments from the Pension Plan are not subject to a 

“fixed” benefit commencement date.  In addition, the special definition of Separation from Service (see Q&A 11, be-

low) for purposes of the Restoration Plan does not apply to the Pension Plan.  Consequently, benefit payments under 

the Restoration Plan may begin at a different time than benefit payments under the Pension Plan.   

 

  9.  How will Restoration Plan benefits be paid? 
  

Restoration Plan benefits will be paid in a separate check, as a monthly, “single life” annuity for the Participant’s life-

time.  Instead of receiving such a “single life” annuity, the Participant may irrevocably elect to receive payment in the 

form of an actuarially equivalent joint and contingent annuity.  Joint and contingent annuities provide a smaller benefit 

for the Participant’s lifetime, and a death benefit for the Participant’s contingent annuitant if the Participant’s contin-

gent annuitant survives the Participant.   

 

10.  Can a Participant elect a payment method from the Restoration Plan that is different from the pay-

ment method the Participant elects under the Pension Plan? 
 

Yes.  The payment method a Participant elects for Restoration Plan benefits is independent of the payment method the 

Participant elects for Pension Plan benefits.   

 

11.  How does the Restoration Plan define “Separation from Service?” 
 

For purposes of determining a Participant’s Benefit Commencement Date under the Restoration Plan, a “Separation 

from Service” occurs when the Participant terminates employment with LLNS and all companies linked to LLNS by an 

80% or greater chain of ownership.  Generally, for purposes of the Restoration Plan, a Participant will be presumed to 

have a Separation from Service if the Participant’s services (as an employee and/or an independent contractor) decrease 

to 20% or less of the Participant’s prior level of services.   

 

12. Is there any additional federal tax and benefit information a Participant should be aware of?    
 

Outlined below are some important considerations regarding federal taxation of Restoration Plan benefits.  Participants 

should consult their tax advisors regarding state and federal taxation of these benefits.    

 

∙ Ordinary Income.  Restoration Plan benefits are taxed as ordinary income and will be reported annually on Form 

W-2. 

∙ No Rollover.  Restoration Plan benefits are not eligible for rollover. 
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∙ FICA Taxes.  Restoration Plan benefits are subject to Social Security and Medicare (FICA) taxes.  IRS regula-

tions require that, once the value of a Participant’s benefits under the Restoration Plan can be calculated with 

reasonable certainty, the Participant must pay FICA taxes on the present value of his or her Restoration Plan 

benefits.  This generally means that a Participant in the Restoration Plan must pay FICA taxes on the present 

value of his or her Restoration Plan benefits in the tax year in which the Participant has a Separation from Ser-

vice (defined in Q&A 11, above).  Depending on whether you have reached the applicable FICA wage limit for 

the year, you may only have to pay the Medicare portion of FICA.  Please note that, unlike ordinary income tax-

es, which are paid each year based on benefits paid in that year, this FICA tax is a one-time payment. 
 

∙ Social Security Earnings Test.  Restoration Plan benefits are not considered “wages” that would be subject to the 

annual Social Security earnings test and therefore do not affect the payment of Social Security benefits.  Restora-

tion Plan benefits are made on account of retirement, not for employment services rendered in the year of pay-

ment. 

 

13. Are Restoration Plan benefits vested? 
 

The Restoration Plan generally provides that a Participant in the Restoration Plan is vested in Restoration Plan benefits 

only to the extent the Participant is vested in a “Basic Retirement Income” within the meaning of the Pension Plan.  

 

14. How is the Restoration Plan funded? 
 

Benefits under the Restoration Plan constitute an unfunded, unsecured promise to pay benefits in the future.  The Res-

toration Plan has no assets or income held in trust.   

 

15. What happens if a Participant dies while receiving Restoration Plan benefits? 
 

If the Participant elected a “single life” annuity form of payment, no benefits will be payable to anyone from the Resto-

ration Plan after the Participant’s death.  If the Participant elected a joint and contingent annuity and the Participant’s 

contingent annuitant survives the Participant, the contingent annuitant will receive a lifetime survivor benefit from the 

Restoration Plan.   

 

16. May I request a Restoration Plan benefit estimate?   
 

Attached, for informational purposes, are Restoration Plan benefit estimates for two hypothetical Restoration Plan Par-

ticipants. These do not include estimates for the FICA payments you may be required to make at the time you elect re-

tirement benefits. We recognize that Employees may want a customized estimate of their Restoration Plan benefit (if 

any) prior to their Benefit Commencement Date.  When you are within 12 months of your anticipated Separation from 

Service, you may contact the Benefits Office to request a calculation.   

 

 

If you would like further information, or you would like to receive a copy of the Restoration Plan document, please 

contact the Benefits Office at (925) 422-9955.   
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Restoration Plan 
Sample Annual Payments 
Hypothetical Participant:  Age 58 Retirement 

 

 

Annual pension plan benefit without Section 415 limit:  $190,000 (plus Social Security Supplement of $1,243) 
Annual pension as limited by Section 415 in 2015:  $161,546 (plus Social Security Supplement of $0) 
Total Present Value of Restoration Plan Benefit:   $194,632 
Restoration Plan Benefit:  $194,632 / 13.365592 (annual single life annuity factor) x 1.210524 (deferral factor) = $17,628 
 

 

 Sample payments for the first 30 years 
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Restoration Plan 
Sample Annual Payments 
Hypothetical Participant:  Age 60 Retirement 

 

Annual pension plan benefit without Section 415 limit:  $215,000 (plus Social Security Supplement of $1,400) 
Annual pension as limited by Section 415 in 2015:  $184,964 (plus Social Security Supplement of $0) 
Total Present Value of Restoration Plan Benefit:   $192,730 
Restoration Plan Benefit:  $192,730 / 12.879658 (annual single life annuity factor) x 1.000000 (deferral factor) = $14,964 
 

 

 Sample payments for the first 30 years 

 


