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Glossary

Blended Yield

* The weighted average yield of
the portfolio’s holdings, net of
all fees.

Book Value Contracts

«Bank investment contract
(BIC):

A contract in which a bank
guarantees to return the
principal amount deposited by
the contract holder on a
specified date and at a specified
rate of interest.

« Guaranteed investment contract
(GIC):

A contract in which an
insurance company guarantees
to return the principal amount to
the contract holder on a
specified date and at a specified
rate of interest.

« Security backed contracts:

A contract issued by a bank or
insurance company in which the
contract holder owns an
underlying portfolio of fixed
income securities backing the
contract. Security backed
contracts guarantee a minimum
rate of return.

For More Information, contact:
City of New York Deferred
Compensation Plan

Phone: (212) 306-7760

Website: www.nyc.gov/deferredcomp

City of New York — Stable Income Fund

The Stable Income Fund is managed to protect principal while providing the potential for high-
er rates of return than other conservative investments, such as money market funds. To achieve
this, the Fund invests in instruments which are not expected to experience price fluctuation in
most economic or interest rate environments.
investment contracts (GICs), bank investment contracts (BICs), and security backed contracts.

Examples of these assets include guaranteed

Investment Objectives

* Safety of principal

* Consistency of returns with minimal volatility
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As of 06/30/06 2Q06 YTD 1 Year 3 Year 5Year 10 Year
Fund 1.11 2.21 4.45 4.63 5.02 5.70
CPl + 2.5% 2.18 4.41 6.96 5.97 5.26 5.18
Lipper + 1.5% 1.50 2.89 5.39 3.59 3.42 5.14
LB 1-3 Yr Treasury 0.63 0.98 1.76 1.37 3.10 4.76

* Fund benchmarks are the Consumer Price Index (CPI) + 2.5%, Lipper Institutional Money Market Average + 1.5% and Lehman
Brothers 1-3 Year Treasury Index. The fund returns reflected above are net of all fees. The Stable Income Fund is not FDIC
insured. Past performance is no guarantee of future returns.

Investment Strategy

The Fund invests in a diversified pool of investment contracts issued by high quality
financial institutions. The fixed income portfolios within the security backed contracts are
managed by several nationally known fixed income managers in order to provide
diversification by investment style. The Fund is appropriate for investors seeking more
income than money market funds without the price fluctuation of stock or bond funds.

Fund Management

Currently, the fixed income portfolios within the Fund are managed by BlackRock,
Fiduciary Capital Management, Galliard Capital Management, NISA Investment Advisors,
Pacific Investment Management Company (PIMCO), Smith Breeden, and Wellington
Management Company.



Second Quarter 2006

City of New York — Stable Income Fund

Fund Facts Inception Date. .......oeinii i 1/1/90
Trustee.......ccooveveinennn City of New York Deferred Compensation Plan Board
Valuation Frequency.........ooovuiiiiiiii i Daily
Fund Stable Income Fund Characteristics
Ch teristi As of June 30, 2006
aracteristics Total Assets $2,340,890,306

Overall Weighted Average Quality AA-

Weighted Average Maturity (Duration) 3.19 Years

2nd Quarter Yield (net of fees) 4.50%

3rd Quarter Yield (net of fees) 4.55%

Credit Quality Sector Diversification
Managed Security Stable Ret
Fund Backed Cortracts Trna
0 . . AA % %
Diversification g, 56/
AA+ " A 4% Fi%eod 1\/Iat\:rity
13% 10% g{;: s
. 1. State Street Bank & Trust (Aa2/AA/AA)

TOp Five 2. JP Morgan Chase (Aa2/AA-/AA-)
Contract 3. AIG Financial (Aa2/AA/AA)

4. Commonwealth General (AEGON) (A2/A+/AA-)
Issuers 5. Metropolitan Life Insurance (Aa2/AA/AA)
Fund Investment Guidelines
Guidelines *100% of fund invested in book value investment instruments: GIC’s,

security backed contracts and stable value funds

*Weighted Average Quality: AA or better

* Weighted Average Maturity (Duration): maximum 4.0 years

*Liquidity: 5% minimum invested in cash equivalents

Disclosure:

The estimated yield is provided to help participants make choices concerning their investment options. The yield for the Stable Income Fund for the period
July 1, 2006 to September 30, 2006 will be 4.55%. The yield is an annual rate that changes each calendar quarter. Participants earn approximately 1/4t of the
yield each quarter. Total assets equals the sum of all participant balances.



