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University of California

UCRS Advisory Board

HUMAN RESQURCES

AGENDA
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
ADVISORY BOARD MEETING
NOVEMBER 16, 2012
OFFICE OF THE PRESIDENT
1111 FRANKLIN STREET, ROOM 5320
OAKLAND, CALIFORNIA

10:00 AM

CALL TO ORDER

PUBLIC COMMENT PERIOD (30 minute maximum)

APPROVAL OF THE MINUTES

COMMENTS FROM THE CHAIR

EXECUTIVE VICE PRESIDENT, BUSINESS OPERATIONS - BUDGET UPDATE
CHIEF INVESTMENT OFFICER - REPORT

AGENDA ITEMS

A. Proposed Defined Contribution Plan Option for UC Health Policy-Covered Staff New
Hires — Feasibility Study — Update

B. UCRS - Annual Actuarial Valuation Reports

C. UCRS - Audited Annual Financial Reports for Fiscal Year 2011-2012

D. UCRS - Power of Attorney or Conservatorship

E. UCRP - Post-Employment Benefits — Implementation Update

F. UCRP - Disability Program Review

G. Retirement Savings Program — VVendor Relations Management Report

H. Retirement Savings Program — Minimum Required Distributions — 2012 Process

I. Retirement Savings Program — Fund Menu Management





J.  Analysis of a Roth Feature for the 403(b) and/or 457(b) Plan

K. California Public Employees’ Pension Reform Act (PEPRA) — Summary






University of California

UNIVERSITY
c OF Retirement Savings Program
CALIFORNIA - vendor Relations Management Report

Q3 2012

Data provided by Fidelity Retirement Services, UC’s master
recordkeeper for the DC Plan, 403(b) Plan, and the 457(b) Plan
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Retirement Savings Program

Q3 2012 Highlights

Quarterly Performance Rating: Met Standards in Q2 and Q3

Quarterly Highlights

Master Record Keeper

* Led effort to implement and communicate the transition of 8 Calvert
investment option funds to institutional class. Transition was
effective 7/31/2012

» Led effort to implement and communicate changes to UC-managed
ICC Fund to no longer accept new contributions or transfers in,
effective 7/1/2012

 Completed updates to UC’s payroll system, electronic interfaces
between UC and Fidelity, and administrative processes to allow UC
to more efficiently handle corrections and payroll adjustments to the
Retirement Savings Program Plans (DCP, 403b, and 457b)

» Conducted Annual Audit and Data Review, and initiated action plans

» Participation Rate hit 50% in Q3 - first time at or above 50% since
first quarter 2010

Communications & Education
* Awarded 6 First place & 3 Honorable Mention Hermes Awards
* Presented with a Retirement Readiness Gold Award from the PSCA
* June 2012 Beneficiary solicitation campaign completed. 17,000 of
targeted participants updated or designated beneficiaries
 Completed “Simplify Your Savings” Campaign in September
» Kicked-off annual Retirement Review Campaign for February 2013

Fidelity Confidential Information 1





Retirement Savings Program

Financial Education Performance

Financial Education Program Performance Guarantees

Trend Q3 Q2 Q1 Q4
Indicator 2012 2012 2012 2011
Workshop ratings = met met met met
Timely dellvery of = met met met met
enrollment materials
Fidelity Re_tirement - T e e e
Counselor activity report
uc Documents_in = met met met met
NetBenefits
A Improving
= Stable

@ \eeds Improvement
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UC Employee Satisfaction

Fidelity Participant Services

Customer Satisfaction Index Scores
University of California Plan Participants
June 2012 — September 2012

(voluntary survey completed after speaking with a
Fidelity Retirement Services Specialist)

University of California Client Satisfaction Index Scores - Overall Category

I U of CA Employee CSI Overall
I Fidelity Tax-Exem pt CSI Overall
— —U of CA CSI Survey Completed

0
100% 3%

T 140
T 130

T 120
75%

+ 110
T 100
50% +
+ 90
T 80

250 +
0 170

T 60

+ 50

0% -

Jun-12 Jul-12 Aug-12 Sep-12

Rolling 4-month comparison of Top 2 Box (Very Satisfied & Satisfied) CSI
scores for the University of California participants vs. Fidelity Retirement
Services Tax-Exempt Market
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Retirement Savings Program

Financial Education Workshop Summary

Workshop Summary
Through September 2012

w2011
W 2012
% +/- 2011 vs 2012

2,080

r 1,476 -

Number of Workshops

Overall Workshop
Rating "Excellent” or

"Very Good"
July 2012 96%
August 2012 97 %
September 2012 97 "%

Fidelity Confidential Information

16,536

Employee Attendance

Overall Presenter
Rating "Excellent” or

"Wery Good™
97 %
99%
99%

total

# of Surveys
37
269
117
703






Retirement Savings Program

Fidelity’s Administrative Performance

Average Speed to Answer
Call Abandonment

VRS Availability
NetBenefits Availability
PSW Availability

One-and-Done Rate

Case Management

Contribution Reconciliation
Withdrawallloan Processing
Quarterly Statements

Plan Sponsor Service Review
Participant Survey
Enrollment Materials

RC Activity Report

Annual Business Planning
UC Documents in NetBenefits

Overall Workshop Rating

Performance
Standard

30

3%

29%

99%

99%

85%

90% in 5 bus. days
99% in 10 bus. days

same day

29%

20th next month

annual

annual

90% rec wiin 2 weeks

monthly

annual

¥2 hours

90%
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G13 Result

met

met

met

met

met

met

met
met

met

met

met

met

met

met

met

met

met

met

Q32
23

1%

100.00%

99.67%

99.88%

97.14%

98.75%
100.00%

100.00%

99.99%

yes

complete

complete

yes

yes

complete

yes

96.54%

Q22
17

1%

100.00%

99.88%

99.96%

97 .80%

98.70%
100.00%

100.00%

99.98%

yes

complete

complete

yes

yes

complete

yes

98.01%

Q12
10

1%

99.96%

99.85%

99.92%

96.40%

99.66%
99.91%

100.00%

99.99%

yes

complete

complete

yes

yes

complete

yes

96.56%





Retirement Savings Program

Key Statistics

% Change % Change
ucC RSP VS VS
09/30,/2012 06/30/2012 09/30/2011
Total Assets UC Funds $12.358 3% 1%
Total Azsets Fidelity Funds b4.308 B% 21%
Total Assets Other 400N 75 31%
Tatal Plan Assets $17.056 4% 14%
Met Cash Flow 11.5M (B7 %) (B9%)
Career Participants
- L 403k 43.2% 2% b%
Plan Participation Rate 457h 19 59 - 1%
- 4035h 10.6% / $7596 2% /2% (1% /2%
Average Deferral Rate 4576 10.7% /§1.305 3% /3% (3% / 0%
- : 4035h $25 55k 3% 1%
hWedian Partcipant Balance 457h §22 727 - 10%
— : 405k $53 545 4% 14%
Awerage Partcipant Balance 45Th §52 369 o 15%

** Data taken from quarterly UC report (Active participants in 403b and 457b plans).
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Retirement Savings Program

New 403(b) Loan to Participation Rate
Analysis

1,700

1,600

1,500

1,400

1,300

1,200

1,100

1,000

900

- 70.0%
1,582
- 60.0%
54.3% 54.8% 1,492 L7
1.9%
%
0% f 70
1% 463% 47.5% 47.4% 47.6% 48.2% |
S ST v ATa% o B2 Rl 50.0%
‘ p T U— -7 —
1,363 1 }ag6 ‘—_ 53
- 40.0%
THegb - 30.0%
: - 20.0%
i 9% 12.2% 012.5%
- 10.0%
- 0.0%

Q309 Q409 Q110 Q210 Q310 Q410 Q111 Q211 Q311 Q411 Q112 Q212 Q312

B Quarterly Loans Initiated

—#—403b Participation Rate Q3 09 - Q3 12
—Jll—457b Participation Rate Q3 09 - Q3 12
—&— Unique Participation Rate Q3 09 - Q3 12
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Retirement Savings Program

UC Median Balance vs.
Average Tax Exempt Market Participant Balance

$60,000

$53,362

$50,000 -

$40,000 -

$31,237

$30,000 -

$20,000 -

$10,000 -

Career Participants Median Balance Avg. TEM Higher Educ. Plan

Data taken from quarterly UC report (Total balance of 403b and 457b plans)
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$90,000

$80,000

$70,000

$60,000

$50,000

$40,000

$30,000

$20,000

$10,000

Age

Retirement Savings Program

Active Participants Median Balance by Age

O UC Career Median Balance $81,500
H Fidelity Median Balance

$72,180
$69,500

$52,200 $50,749

w700 S04

$26,200 $26,378

$17,535
$14,400

$6,400 $9,117

$1,700 $4,195
$1,724

20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59

Data taken from quarterly UC report (Total balance of 403b and 457b plans)
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Retirement Savings Program

Plan Assets Under Management at Fidelity

$17,500,000,000 445,000
$17,000,000,000 440,000

435,000
$16,500,000,000

430,000
$16,000,000,000

425,000
$15,500,000,000

420,000
$15,000,000,000 415,000
$14,500,000,000 410,000

Oct'11 Nov'll Dec'll Jan'12 Feb'l2 Mar'12 Apr'12 May'12 June'l2 July'12 Aug'l2 Sept'12
Assets —e— Participants

As of 9/30/2012 403b DCP 457b Total
Total Participants 124,083 281,928 25,675 431,686
Active Participants 75,839 173,211 19,339 268,389
Inactive Participants 48,244 108,717 6,336 163,297

Total Plan Assets

$11,967,452,920 $3,800,278,334 $1,281,750,182

$17,049,481,436

Fidelity Confidential Information
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Retirement Savings Program

Single-Investment Option Holders

Information as of 9/30/2012

How many participants hold: 403b DCP 457b In;euesrtsry SarrJneE;-rssize
1 Fund (Lifecycle Fund) 10.1% 3.5% 13.2% 40.9% 20.8% |
[l 1 Fund (Non-Lifecycle Fund) 25.2% 75.6% 24.4% 12.9% 13.5%
B 2 Funds 18.9% 10.4% 17.8% 13.8% 15.9%
I 3 Funds 12.9% 4.0% 11.0% 7.7% 10.2%
M 4 Funds 9.5% 2.2% 9.5% 7.4% 8.6%
5 or more Funds 23.3% 4.2% 24.1% 17.3% 31.1%
Average # of Funds Held 3.5 funds 1.5 funds 3.5 funds 1.8 funds 3.3 funds
Participants holding this fund
Funds held as a single investment Asset class 403b DCP 457b Total |
| UC SAVINGS FUND Money Market or Short-Term 14,888 194,741 2,025 211,654 |
UC EQUITY FUND Domestic Equity 6,125 6,913 882 13,920
UC BALANCED GROWTH Balanced/Hybrid 3,244 2,012 867 6,123
UC ICC FUND Managed Income or Stable Value 1,201 1,162 411 2,774
UC BOND FUND Bond 835 797 302 1,934
Plus 181 other funds - 4,929 7,557 1,760 14,246
Lifecycle Funds - 12,495 9,756 3,395 25,646
BrokerageLink - 65 46 23 134
Total 99,798 283,972 74,935 276,431

For plans that offer Fidelity BrokeragelLink, it will appear as a fund (rather than a product offering) for purposes of providing plan data.

Fidelity Confidential Information

11





Retirement Savings Program

Cash Inflow

Contributions
403b:
457b:
DCP:
Rollover/Transfer In:
Total

Loan Repayments
Interest on Loans

Balance Forward

Cash Flow Summary

Quarter ending: 9/2012

$ 98,728,189
$ 30,500,945
$ 29,219,821
$ 77,443,029
$235,891,984

$ 12,839,280
$ 1,474,795
$ 10,210

Quarter ending: 6/2012

$121,628,511
$ 41,221,420
$ 21,733,304
$ 35,284,251
$219,867,486

$ 12,193,131
$ 1,454,647
$ 4,580

Total Cash Inflow

$250,216,269

$233,519,844

Cash Outflow

Loan Withdrawals

Withdrawals
Full Payout:
Partial Distribution:
Age 59.5:
MRD:
De Minimis Distribution:

Systematic Withdrawal Payments:

Partial After Tax/Rollover Payout:
Hardship-Sponsor Directed:
Age 70.5 In-Service Distribution:
Transfer of Assets:
Unforeseen Emergency:

Total

Transaction-based Fees

Quarter ending: 9/2012

($ 17,867,356)

($148,716,274)
($ 31,048,616)
($ 22,361,424)
($ 8,142,443)
($ 3,238,067)
($ 3,200,846)
($ 2,227,919)
($ 1,396,625)

($  218,267)
¢ 77,928
($_ 68,359)

($220,696,768)

($  171,483)

Quarter ending: 3/2012

($ 18,418,686)

($113,187,229)
($ 23,878,388)
($ 23,652,957)
($ 8,820,774)
($ 1,819,753)
($ 3,694,804)
($ 2,820,486)
($ 1,032,788)

($  187,935)
($  710,982)
($__ 56,022)

($179,862,118)

($  171,483)

Total Cash Outflow

($238,735,607)

($198,452,287)

Net Cash Flow

$ 11,480,662

$ 35,067,557

12





Retirement Savings Program

Loans by Participant Account Balance

Loans by Participant Account Balance
as of 9/30/2012

#of Loans

10,000

8,739
9,000 !

7,000
6,000

5,000

4,000
2,613

3,000 2155

q
2,000 1,3 450 -
1,000
0 , . N

< $20K $20K-$40K $40K-$60K $60K-$80K $BOK-$100K > $100K

Auvg. Loan Balance
$20,000 418,477

$18,000
$16,000 $14,603
14,000 $13,095
$12,000 $10,178
$10,000
6,000
$6,000
$2,000 -
$2,000 -
i

$15,338

45,210

< $20K $20K-$40K $40K-$60K $60K-$B0K $80K-$100K = $100K

Total Participants
in balance 47,072 Participantz 18,001 Participants 10,347 Participants 7,544 Participants 5,772 Participants 34,847 Participants
cateaony:

Total Original Qutstanding | Outstanding Loans Default
Loans Amount Loans Balance Defaulted Amount
3 Manth Change -53 §2 569 B39 -o8 $2 340,551 140 b1 857 755
b Manth Change 233 b5 236 537 230 B5 034 528 154 b2 044 728
3 Manth Change 328 54 b5 507 325 B4 509 5595 221 B1 937 933
12 Month Change
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Retirement Savings Program

Account Access Comparison and
Participant Access Volumes

Account Access Comparison
10/1/2011 - 9/30/2012

UNIVERSITY OF CALIFORNIA AV TEM HIGHER EDUC. PLAN
Rep Rep
Assisted Assisted
Calls Calls
29, 3%
HetBenefits HetBenefits
9% a7%

Participant Access Volumes
10/1/2011 - 9/30/2012

3,000,000
2,637,079
2,554,346
2,500,000
2,310,362
2,153,261

2,000,000
1,500,000
1,000,000

500,000

34,385 37.988 35,516 40,170
1] t t t
Oct - Dec Jan - Mar Apr - Jun dul - Sep

O Rep Assisted Calls O HetBenefits &
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Retirement Savings Program

Participant Account Activity by Type

Participant Account Activity by Type
10/1/2011 - 9/30/2012

Update Transactions

14,345 14,106
10,515
387
3,273
2,812
1,381 1,322
108 501
, . |
Exchanges Contribution Literature Deferrals Withdrawals

Allocation Requests
Updates

ORep Assisted O NetBenefits®

Fidelity Confidential Information

Inguiry Only

1,200,000

1,109,120

1,000,000

400,000

200,000

25,223

Inquiries

ORep Assisted D NetBenefits®
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of November 16, 2012

AGENDA ITEMH

Retirement Savings Program — Minimum Required Distributions — 2012 Process

Manager Adam Chen-Ok of Vendor Relations Management will provide an update on the 2012
process for issuing Minimum Required Distributions (MRDs) from the UC Retirement Savings
Program.

For additional information on MRDs, please refer to the attached Minimum Required
Distributions Factsheet and the UC Focus on Your Future newsletter for fall 2012, which
contains an article on MRDs. The November 2012 issue of the New Dimensions benefits
newsletter for retirees also contains a reminder about the 2012 MRD process. The New
Dimensions newsletter may be accessed from the following link:

http://atyourservice.ucop.edu/forms pubs/newsletters/nd 2012 nov.pdf

Attachments



http://atyourservice.ucop.edu/forms_pubs/newsletters/nd_2012_nov.pdf�
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University of California Retirement Program Participants

Generally, when you reach age 70%, the Internal Revenue Service (IRS) requires you to start withdrawing money
from your retirement savings plan(s). These required withdrawals, also known as minimum required distributions
(MRDs), must begin on April 1st of the calendar year following the year in which you turn 70% or leave UC
employment—whichever occurs later.

After that, you must receive an MRD by the end of each calendar year until your entire plan balance has been

paid out. For example, if you reach age 70% and leave UC employment in 2012, you must receive your first MRD

by April 1, 2013, to satisfy the requirement for 2012. Further, you must receive a second MRD by December 31, 2013,
to satisfy the requirement for 2013, by December 31, 2014, to satisfy the requirement for 2014, and so on. All
subsequent MRDs must be received by December 31 of the year. Note: You cannot suspend MRD payments once they
have begun, even if you return to work for UC. MRDs are not eligible for rollover to other tax-deferred accounts.

The penalty for not taking your MRD is severe: If you don’t receive a distribution that satisfies the requirements,
you must pay the IRS an additional nondeductible 50 percent tax on the amount that you should have received.
MRDs apply to all of UC’s plans, and you must satisfy the requirements for each plan separately; distributions
from one plan do not satisfy the requirements for another plan. Further, distributions from an individual
retirement account (IRA) or any other non-UC plan which you might have do not satisfy the requirements

for the UC plans.

Your MRD Calculation

Generally, the amount of a MRD is calculated by dividing your previous year-end plan balance by an IRS factor
based on your life expectancy. For your calculation each year, the IRS factor corresponding to your age on your
birthday in that year is applied. For instance, if you turn age 71 in August 2012, the calculation for your 2012
MRD will be based on the factor corresponding to age 71, and your 2013 MRD will be calculated using the factor
corresponding to age 72, your age on your birthday in 2013.





UNIVERSITY
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CALIFORNIA

Minimum Required Distributions Fact Sheet

MRDs must be calculated using the uniform life expectancy table (see below), unless your sole primary beneficiary for the
entire tax year is your spouse who is more than ten years younger than you. In this case, the joint life expectancy
table can be used (resulting in a longer distribution period).

Uniform Lifetime Table — 2012

Age Factor Age Factor Age Factor Age Factor
70 27.4 82 17.1 94 9.1 106 4.2
71 26.5 83 16.3 95 8.6 107 3.9
72 25.6 84 15.5 96 8.1 108 3.7
73 24.7 85 14.8 97 76 109 3.4
74 23.8 86 14.1 98 71 110 3.1
75 22.9 87 13.4 99 6.7 111 2.9
76 22.0 88 12.7 100 6.3 12 2.6
77 21.2 89 12.0 101 5.9 13 2.4
78 20.3 90 1.4 102 5.5 14 2.1
79 19.5 91 10.8 103 5.2 115 and older 1.9
8o 18.7 92 10.2 104 4.9
81 17.9 93 9.6 105 4.5

403(b) Plan 12/31/86 Balances

A special federal tax rule will exclude your 403(b) Plan balance as of December 31,1986, from your MRD calculation.
This special federal tax rule will be applied until the year in which you reach the age of 7s.

The amount you can exclude will be reduced by the amount of any withdrawals since January 1987, except for
MRDs, if any. If you are eligible, Fidelity® Retirement Services will automatically exclude any pre-1987 balance
when calculating your MRD.

Example

A 71-year-old participant has a UC-sponsored 403(b) Plan from which no distributions have been taken during 2012.
This 403(b) Plan is subject to the MRDs. [Account balances in the 457(b) Plan or the DC Plan are each subject to
separate MRD calculations.]

‘ ‘ Sample ‘ Your Calculation

Log on to your accounts or call

A Previous year-end balance: $100,000 R

B 12/31/86 balance in 403(b) Plan: $20,000 Call Fidelity for balance

C Amount subject to 2012 MRD: $80,000 A-B

D Uniform Lifetime Table factor: 26.5 Use table above or current year’s IRS table
2012 MRD: $3,019 ($80,000 + 26.5) C+D

Note: Any voluntary distributions taken from the plan during the calendar year count toward that year’s MRD requirement. You have the option of requesting
regular monthly installments or other amounts at any time during the year — just call Fidelity Retirement Services to request your distribution(s).





UC’s MRD Process

MRDs for the DC, 403(b), and 457(b) Plans are
processed by Fidelity Retirement Services. Early in
the year, Fidelity Retirement Services sends an MRD
notice to participants who will turn age 70% and

to those who are older than 70% but have stopped
working during the year. The notice explains who is
required to take an MRD, how the MRD is calculated,
and what payment options are available.

The MRD process is based on your employment
status with UC during the year: Per UC’s Plan

rules, for MRD purposes, “work” means regular ongoing
UC paid appointment through the end of the year, with
no separation or inactive period, which may be evidenced
by mandatory contributions to the Defined Contribution
Plan or the UC Retirement Plan.

If you are age 70%: or older and did not work for UC
in the calendar year: You must receive your MRD.
Please call Fidelity Retirement Services if you would
like to establish “systematic withdrawal” payments
for the current and future years. This service will
allow you to choose the specific date(s) of your MRD
payment every year. You will also be able to customize
your federal tax withholding and identify particular
investments from which you want the distribution
taken, as well as establish an electronic funds transfer
(EFT) payment so that your distribution will be
deposited directly to your chosen bank account.

If you take no action, Fidelity Retirement Services will
automatically send your MRD payment to your home
address in December.

If you are age 70% or older and worked for UC in the
calendar year: You will not automatically receive an
MRD, but you may be required to request one. If you
have regular, ongoing employment at UC, you are not
required to start receiving MRDs. However, if regular,
ongoing work ends any time during the calendar year,
you should call Fidelity Retirement Services to request
your MRD.

University of California Retirement Savings Program

If you do not, you could be subject to a 50 percent
IRS excise tax on the amount you should have taken.
This excise tax is assessed each year that the required
distribution is not taken.

You can provide specific withholding instructions,
including electing to not have income tax withheld.

If you do not provide instructions, Fidelity Retirement
Services is required to automatically withhold federal
income tax from your gross MRD amount. The amount
withheld is determined by the IRS wage withholding
tables and assumes you are married with three
withholding allowances. The withholding tax tables
are available at www.irs.gov.

If you have money invested in more than one
investment fund, Fidelity Retirement Services will
withdraw your MRD proportionately from each fund

in which you are invested, unless you ask to have your
MRD withdrawn from a specific fund or funds. Because
investments can change throughout the year, you
cannot identify the specific fund(s) from which you
want to withdraw your distribution until 14 days before
the distribution is scheduled to occur. Call Fidelity
Retirement Services for more information.

The beneficiaries of deceased retirees who maintain
403(b), 457(b), or DC Plan balances in the University’s
Retirement Savings Program are also subject to the IRS
rules regarding MRDs.

Fidelity Retirement Services’ toll-free number is 1-866-682-7787. Hours are Monday through Friday 5 a.m. to 9 p.m. Pacific time.





UNIVERSITY
0 OF
CALIFORNIA University of California Retirement Savings Program

UCRP Retirement Benefits

The UC Retirement Plan is also subject to these same IRS MRD rules. If you are receiving or will begin receiving
monthly retirement income from UCRP, you generally satisfy the minimum distribution requirement for the Plan. Also,
a lump-sum cash-out or a refund of UCRP accumulations [and/or a distribution of any Capital Accumulation Payment
(CAP) balance] paid to you generally satisfies the requirements, as long as the distribution is paid by the date you are
required to begin taking minimum distributions.

Name Your Beneficiary for your DC, 403(b), and 457(b) Plans

If you have not named a beneficiary for your account and want to do so, log on to www.ucfocusonyourfuture.com, click
My Accounts, then click Update Beneficiary to name your beneficiary online. Be sure to name a beneficiary for each of your
plans. You may also name your beneficiary by calling Fidelity Retirement Services and requesting a paper beneficiary
designation form at 1-866-682-7787.

Questions?

For questions about the DC Plan, 403(b) Plan, and/or 457(b) Plan, please call Fidelity Retirement Services
at 1-866-682-7787. Representatives are available Monday through Friday, 5 a.m. to 9 p.m. Pacific time.

You can get additional information about your individual plan accounts and name beneficiaries online at
www.ucfocusonyourfuture.com. Go to My Accounts and click Go to NetBenefits.

For questions about UCRP/CAP benefits, call the UC Customer Service Center at 1-800-888-8267.
Representatives are available Monday through Friday, 8:30 a.m. to 4:30 p.m. Pacific time.

For tax questions, you may wish to obtain a copy of IRS Publication 575, which discusses taxation of retirement
plan distributions. This publication also discusses minimum required distributions and amounts that can be rolled
over to an IRA. Publication 571 discusses unique taxation rules for 403(b) plans. Publication 590 provides the joint
life table and the table that applies to beneficiaries. These publications are available from local IRS offices or on
the Web at www.irs.gov. You may also wish to consult a tax advisor to discuss your individual situation.

In conformance with applicable law and University policy, the University asserts that it is an affirmative action/equal opportunity employer. Please send inquiries
regarding the University’s affirmative action and equal opportunity policies for staff to Director of Diversity and Employee Programs, University of California Office
of the President, 300 Lakeside Drive, Oakland, CA 94612, and for faculty to Director of Academic Affirmative Action, University of California Office of the President,
1111 Franklin Street, Oakland, CA 94607.

Fidelity Investments Institutional Operations Company, Inc. 1.844805.105
82 Devonshire St., Boston, MA 02109 562280.2.0
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FOC U S ON YOUR FUTURE

UC Gives You Even More
Help When it Comes to
Planning for Your Future

FALL

2012

Did you know that in addition to the classes,
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No matter how you like to learn, UC has tools and services to help you prepare for your
financial future. Through the Financial Education Classes, you can learn on-site with a
professional instructor. The UC Retirement System website (www.ucfocusonyourfuture.com)
lets you develop your Personalized Retirement Roadmap and links you to additional tools,
articles, and tutorials.

If you need more in-depth help or have complex financial planning needs, you can now meet
with a Workplace Planning and Guidance Consultant, by phone or in person, to put together
a financial plan based on your goals and objectives.

Eric Schreiber, one of Fidelity’s Workplace Planning and Guidance Consultants who is dedicated
to UC Faculty and Staff, spoke to FOCUS about his job and the ways he and his colleagues help
UC participants with their financial planning needs.

When it comes to what people are looking for, Eric says the most common thing people want to
know is if they're invested appropriately.

“Together we look at their career, goals, and risk tolerance, and what they’re invested in: stocks
versus bonds versus cash. My goal is to help them answer that question for themselves and
develop an asset allocation strategy they can feel confident about,” Eric says.

Another common concern for participants is whether their retirement income will last.

As a Workplace Planning and Guidance Consultant, Eric gets to work with a variety of clients
with differing financial needs. He enjoys helping them develop plans that will bring them closer
to what they see as a successful retirement. Regardless of a participant’s needs, Eric says he
wants to know what drives his clients.

“| get to know the person. | find out how they see their accounts, how they envision their
retirement, and what they want to do to get there. Together, we develop a plan that caters
to their needs and goals, whether the goal is providing retirement income or leaving behind
a legacy,” Eric says. “The satisfaction comes from meeting with people and being able to
potentially make a positive difference when it comes to their financial future.”
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UC Gives You Even More HeIp Continued from page 1.

The most challenging aspect of Eric’s job: Reassuring participants that they can and should continue to invest no matter what’s happening
in the markets.

“People are generally not as confident in this market, but making drastic changes to their financial accounts can be risky. In general, it
makes sense to review your ultimate goals against your timeframe, look at the long-term picture, and invest in a way that’s comfortable
for you,” Eric says.

Eric’s main piece of advice to participants is to start saving early, even if “you can only afford to save a little bit. As your income increases over
time, try and increase your savings and contributions to the Retirement Savings Plans and other retirement accounts as well. Here’s a bonus
piece of advice: Track your spending, live below your means, and know where your money is going—have a budget. It will only help you save

more.”

If you'd like to meet with a Planning and Guidance Consultant like Eric about your financial planning needs, call 1-800-558-9182. Workplace
Planning and Guidance Consultants are available on business days from 5:00 a.m. to 6:00 p.m. Pacific time (excluding New York Stock
Exchange holidays).

The views expressed herein are the views of Eric Schreiber, and are subject to change at any time, based on market and other conditions.

Stay on Track... What a Trust Can Do for You LEARN MORE

The higher exclusion amounts for gift and estate taxes have prompted many investors

to take another look at the role of trusts in helping them achieve their financial goals. Learn about estate planning with
Circumstances differ from family to family, but one clear fact is emerging: trusts remain the Preserving Your Savings for
an important tool in many situations, and for a range of reasons. Future Generations class.
Understanding the Benefits of Trusts sl i s s il e e

Trusts can be used for many other purposes, including:

>

Control of your wealth. Should you become incapacitated while you're living, a funded and properly constructed revocable trust, for
example, may ensure that the trust assets will remain available for your benefit. After you're gone, the same trust can control who will
receive distributions from the trust, as well as when the distributions will occur and on what terms.

Protection of your legacy. A properly constructed trust can protect your legacy from your heirs’ creditors, or from the spendthrift ways
of the beneficiaries themselves.

Privacy and probate savings. The assets included in your will must pass through your state’s probate process. This requirement raises
two concerns: first, there are fees associated with probate; and, second, probate records are generally accessible to the public. By
putting assets into a revocable trust during your lifetime, however, you can avoid having these assets pass through probate at your
death and retain your family’s privacy, while retaining full use and control of those assets during your lifetime.

Gift tax considerations. Many people are acting quickly to take advantage of the high gift tax exemption amount before it potentially
reverts to $1 million in 2013. But while this may be a sound strategy for removing the money from the donor’s estate, remember that
the donor relinquishes all control over the money. By gifting the money instead to a trust, the benefactor can at least establish control
over how and when it is to be distributed to beneficiaries.

State inheritance/estate taxes. Estate taxes aren’t the sole province of the federal government. Although California doesn’t currently
have an estate tax, there are 22 states that levy an estate tax; some can be far from inconsequential and often apply to estates worth
much less than the current federal estate tax exemption of $5.12 million. In addition, California may reinstate an estate tax if certain
changes in the federal estate tax laws occur. As a result, for those who live (or have assets such as real estate) in a state that has an
estate tax, a properly constructed trust can be an effective estate planning tool.
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What a Trust Can Do for You continued from page 2.

Types of Trusts

The type of trust you consider creating—and the provisions you include—depends on your individual circumstances and goals. While the
variety of trusts and their uses are too many to list and discuss fully at this time, here are a few examples:

> As already discussed above, funding a revocable trust, also known as a living trust, during your lifetime can be useful in keeping your
assets out of probate and helping to provide privacy and efficiency for the settlement of your estate.

> If making gifts during your lifetime makes sense for estate tax savings or other reasons, the use of a specifically designed irrevocable
trust to receive such gifts, given your personal circumstances and needs, may be warranted.

> For example, a qualified personal residence trust (QPRT) may allow you to transfer a primary residence or vacation home out of your
estate, while allowing you to use that residence during a specified period of time.

> The uncertainty over future estate tax law clearly presents an ongoing challenge for keeping your estate plan aligned with the law at
the time it is exercised. Couples who have estates that may or may not be valued under the federal estate tax exemption at the death
of the first-to-die spouse or partner may want to consider a disclaimer trust. This type of trust allows the first-to-die spouse or partner
to leave everything to the surviving spouse or partner but allows the survivor to disclaim the inheritance in a timely fashion and have it
go into a trust instead. Such a strategy would allow the surviving spouse or partner to base his or her decisions on the existing laws at
the time of the spouse or partner’s death.

Clearly, deciding which trust to use, if any, is a complex challenge that requires the advice and guidance of a trusted estate planning
attorney. Now may be the time to consider a trust that meets your needs.

The tax information and estate planning information contained herein is general in nature, is provided for informational purposes only, and should not be construed

as legal or tax advice. Fidelity does not provide legal or tax advice. Fidelity cannot guarantee that such information is accurate, complete, or timely. Laws of a particular
state or laws that may be applicable to a particular situation may have an impact on the applicability, accuracy, or completeness of such information. Federal and state
laws and regulations are complex and are subject to change. Changes in such laws and regulations may have a material impact on pre- and/or after-tax investment
results. Fidelity makes no warranties with regard to such information or results obtained by its use. Fidelity disclaims any liability arising out of your use of, or any

tax position taken in reliance on, such information. Always consult an attorney or tax professional regarding your specific legal or tax situation.
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Focus on... Retirement Savings Program Fees 101: What You Need to Know

Every retirement savings plan comes with certain fees and expenses. Some are associated with the cost of managing the plan itself, while
others are connected to the specific investment options you choose.

This series will help you understand the three most common retirement plan fees: asset-based fees, participant-based fees, and individual
service fees.

In this installment, we’ll give you an overview of these three fee types.

Importance of Fees and Expenses

In choosing investment options for your Retirement Savings Program accounts, you should look carefully at the description of fees and
expenses because they can have an impact on how quickly your retirement savings may grow. The Core Funds overseen by the Treasurer’s
Office are a good example of a diverse fund menu that carries lower expenses than many similar publicly traded mutual funds. Other
choices may include lower-cost share classes of mutual funds.

Asset-Based Fees and Expenses

Typically, asset-based fees, the largest component of retirement plan costs, are expressed as an “expense ratio” for each of the plans’
investment options.

An expense ratio represents the investment option’s management and operating expenses, including professional management, custody,
accounting, audits, and other administrative expenses. These fees are paid by all shareholders, regardless of whether they purchased the
shares inside or outside of a retirement plan. An investment option’s expenses can vary from year to year. In addition, some investment
options may carry a short-term trading fee, which is designed to discourage short-term buying and selling of fund shares.

Participant-Based Fees and Expenses

The day-to-day operation of a savings plan involves expenses for basic administrative services—such as plan recordkeeping, accounting,
and legal and trustee services—that are necessary for administering the plan as a whole. These fees are typically calculated based on the
number of participants in the plan.

In UC’s case, administrative fees are paid by a combination of charges against plan earnings, revenue sharing from certain mutual funds,
and the fees for special services described below. Currently, no plan administration fees are charged to your UC Retirement Savings
Program account.

Individual Service Fees

The Retirement Savings Program may charge a fee for specific services, such as a participant loan, a qualified domestic relations order, or a
hardship distribution. To take out a loan, you will pay a one-time fee of $35 when you initiate a loan and a loan service fee of $15 per year for
each outstanding loan.

The Bottom Line

Fees and expenses do have an impact on your retirement income, but remember to keep them in perspective. Fees are one part of a bigger
picture that includes investment risk, historical investment returns, and the extent and quality of the services your Plan provides.

Coming in the Winter 2012 issue of FOCUS: A deeper look at asset-based fees and expenses.
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In the Know... Get Ready for Minimum Required Distributions

The Internal Revenue Service (IRS) requires you to begin receiving minimum
required distributions (MRDs) from each of your UC Retirement Savings Program LEARN MORE
accounts the year you reach age 70% or are no longer working, whichever is later.

> Age 70% or older during the current calendar year and not in an Have questions or want to set up a
ongoing paid position with UC? You are required to take an MRD from systematic MRD? Call Fidelity Retirement
your UC Retirement Savings Program accounts—the 403(b) Plan, the 457(b) Services at 1-866-682-7787.

Plan, and the DC Plan—for the current tax year. If you have already started
receiving your MRD, your MRD will continue regardless of any change in
employment status.

Understand UC’s rules for MRDs.

> Newly MRD-eligible and retired or separated from UC employment in the current calendar year? You generally will be issued
your MRD by late March the following year. Subsequent year MRDs will automatically continue and will be paid before the end
of each year.

Calculating Your MRD

Generally, your MRD is determined by dividing the adjusted market value of your tax-deferred retirement account as of December 31
of the prior year by an applicable life expectancy factor taken from the IRS Uniform Lifetime Table. You can always withdraw more than
the MRD amount.

If you have a traditional IRA, rollover IRA, SIMPLE IRA, or SEP-IRA in addition to the UC Retirement Savings Program, you must
calculate and satisfy your IRA MRDs separately.

Where to Go For Help

Have questions? Want help staying on track once distributions start? Just call Fidelity Retirement Services at 1-866-682-7787.

Please be sure you understand the tax consequences of any withdrawal from the Plan.
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In the Know... Left Something Behind at Your Old Job?

The UC Retirement Savings Program’s many benefits include the ability
to roll in your other retirement accounts. It simplifies your financial life and LEARN MORE
brings you continued tax advantages. You get other benefits, too.

It's an especially attractive option if you are new to UC because you may In general, the UC 403(b), 457(b), and DC
have a previous employer’s account that you need to make a decision about. Plans allow rollovers of pretax and after-tax
So if you left your retirement account behind when you left your previous amounts from the following types of plans:
employer, it may make sense to roll it over to the UC Retirement Savings > 401(a) plans

Program. Besides the obvious perks like simplicity, convenience, and
continued tax advantages, you get these benefits, too: > AGHILY DA
> Pay Less, Get More. If you're investing through multiple providers, you > 4B PIENE

might be paying more fees than necessary. Under the UC Retirement > Traditional IRAs

Savings Program, you pay no annual participant account fee, and the > 457(b) plans

UC Core Funds carry lower expenses than many similar publicly traded

investment options. For help with your rollover, call a Workplace
Planning and Guidance Consultant at

> Take Back Control. If you have investments in several locations, it's
1-800-558-9182.

difficult to stay in control of your overall portfolio. When everything is in
one place, it’s easier to see your complete financial picture. And it gives
you a better chance of catching overlap and improving your portfolio’s
diversification. Keep in mind, diversification does not ensure a profit or
guarantee against loss.

When you use your UC Retirement Savings Program to its fullest, you're
building a foundation for your future. And that may just be the best move of all.

Keep in mind that investing involves risk. The value of your investment will fluctuate over time, and you may gain or lose money.

The information provided in this newsletter is general in nature and should not be considered legal, tax, or investment advice. Consult with an attorney or a tax or
investment professional to discuss your specific situation. In conformance with applicable law and University policy, the University asserts that it is an affirmative
action/equal opportunity employer. Please send inquiries regarding the University’s affirmative action and equal opportunity policies for staff to Affirmative Action
Officer, University of California Office of the President, 300 Lakeside Drive, Oakland, CA 94612, and for faculty to Director of Academic Affirmative Action, University
of California Office of the President, 1111 Franklin Street, Oakland, CA 94607

Fidelity Brokerage Services LLC, member NYSE, SIPC, goo Salem Street, Smithfield, Rl 02917

© 2012 FMR LLC. All rights reserved.
606980.1.0
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HUMAN RESQURCES

Meeting of November 16, 2012

AGENDA ITEM I

Retirement Savings Program — Fund Menu Management

Director Kris Lange of Vendor Relations Management will provide an update on the Retirement
Savings Program fund menu management project, as discussed at the June 2012 UCRSAB
meeting.
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RSP Fund Menu Management: Project Goals

 Enhance value for participants
— Fee control / reduction

* Reinforce oversight & monitoring
— Smaller menu allows more efficient monitoring

 Improve participant experience and plan effectiveness
— Simpler menus are easier to understand and use; less duplication
— A smaller number of choices can alleviate confusion

e Studies have shown that too much choice can prevent
participants from making appropriate decisions
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Where Retirement Savings Program (RSP) Assets Are

UC Retirement Savings Program

Total Assets — Market Value as of 6/30/12

UC Core Funds
S12.3B
74.7% of assets

Institutional
Share Class
$2.3B
14.2% of assets
Non-Inst’|
Share Class
S1.8B

10.9% of assets

BrokerageLink

S49 m

0.3% of assets

UNIVERSITY
OF
CALIFORNIA

UC Core Funds
All Institutional Share Class Funds
Non-Institutional Share Class Funds

W Brokeragelink Accounts

Fund Category

UC Core Funds
All Institutional Share Class Funds
Non-Institutional Share Class Funds

BrokerageLink Accounts

Total

All Institutional Share Class Funds includes:

Fidelity K Shares, Spartan Institutional & Calvert Institutional share class funds.

Unique count = number of participants with a balance in any fund in the category.

Market Value

12,262,899,243

2,324,628,007

1,789,142,588

48,550,103

16,425,219,941

% of
Total Assets

T4.7%

14.2%

10.9%

0.3%

100.0%

Invested

Unique # of
Participant Funds
Count Offered
272,671 24
45,498 62
42,806 128

265  thousands





RSP Fund Menu Management Project

e UC Core Funds will continue to be the focus of communications and
financial education

e Only other available menu funds will be institutionally-priced

e Full access to mutual funds retained in BrokerageLink (BL) for the self-
determined investor

UNIVERSITY
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RSP Fund Menu Management: Phase 1 (Complete)

e Menu management applied using pricing guidelines
— Pricing is the most objective form of monitoring

— Institutional fund pricing demonstrates stewardship and objectively
benefits participants

e RSP fund menu modifications
— Fund additions are controlled at plan sponsor level

— Converted 49 Fidelity-managed mutual funds to “institutional” class
shares: 3/28/2012

— Converted 8 Calvert-managed mutual funds to “institutiona
shares: 7/31/2012

|”

class
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RSP Menu Management: Phase Il

e Reduce number of choices on platform to exclusively “UC Core” and
“Institutional”

* Freeze all other “non-menu” funds (no new contributions or transfers in)
 Institute 90 days prior to default mapping date

* New contributions re-directed by participant / defaulted to
Target Date Funds (TDFs)

e Prevents imposition of short-term trading fees

e Map non-menu fund balances for non-responders
e Map to UC Pathway Fund (UC Core TDFs)

* Mapping to UC Pathway Funds by age is considered a best practice
— Funds are fully diversified across asset types
— Risk is automatically reduced as targeted retirement date is neared

e Expect 90% of non-menu fund balances to require mapping by UC

UNIVERSITY
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RSP Menu Management: Mapping Strategy

Map to this fund if Participant turns 65 Between Date of Birth Range

UC Pathway Income Fund

UC Pathway Fund 2015
UC Pathway Fund 2020
UC Pathway Fund 2025
UC Pathway Fund 2030
UC Pathway Fund 2035
UC Pathway Fund 2040
UC Pathway Fund 2045
UC Pathway Fund 2050
UC Pathway Fund 2055
UC Pathway Fund 2060

01/01/1901 - 12/31/2012
01/01/2013 — 12/31/2017
01/01/2018 — 12/31/2022
01/01/2023 - 12/31/2027
01/01/2028 — 12/31/2032
01/01/2033 — 12/31/2037
01/01/2038 — 12/31/2042
01/01/2043 — 12/31/2047
01/01/2048 — 12/31/2052
01/01/2053 — 12/30/2057
01/01/2058 — 12/31/2062

Assumptions for determining target date:

* Age 65

e July 1 (academic year) retirement date

UNIVERSITY
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Before or on 12/31/1947

01/01/1948 — 12/31/1952
01/01/1953 — 12/31/1957
01/01/1958 — 12/31/1962
01/01/1963 — 12/31/1967
01/01/1968 — 12/31/1972
01/01/1973 — 12/31/1977
01/01/1978 — 12/31/1982
01/01/1983 — 12/31/1987
01/01/1988 — 12/31/1992
01/01/1993 — 12/31/1997





RSP Phase Il Target Timeline

January 2013:  Communication campaign begins

April 2013: Freeze non-menu funds to prevent short-term trading fees
* no new contributions
e no transfers in
e fund information still viewable
e balances still available for transfers out

June 2013: In-kind transfers for BrokeragelLink account holders and mapping
of non-menu fund balances
* no buys/sells involved for in-kind transfers
e no fees for in-kind transfers or mapping

UNIVERSITY
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RSP Phase Il Communications Campaign

Deliverable Target Audience _ Delivery Date

UC Newsletters — Our
University (Active

Employees) and New
Dimensions (Retirees)

Announcement
Email/letter

(1 page)

Fund Action
Brochure/Decision
Guide

UNIVERSITY
OF
CALIFORNIA

All UC Employees and
Retirees

Participants with a
balance in an
impacted fund
regardless of status
code (=43,000
individuals)

(20% Print, 80% Email
address on file)
Participants with a
balance in an
impacted fund
regardless of status
code. (= 43,000
individuals)

(20% Print, 80% Email
address on file)

Provides a high-level outline of
what’s coming

Includes a leadership message from
ucC

Gives approximate dates that more
information will be provided.

Provides a high-level outline of
what’s coming

Gives approximate dates that more
information will be provided.

Detailed brochure that outlines the
fund action.

Decision dates

Schedule of learning events

B-Link resources

Description of resources.

Links to portal home page article

January 24, 2013
(Active)
February 1, 2013
(Retirees)

January 29, 2013

February 19, 2013





RSP Phase Il Communications Campaign
_

Portal Home page Participants with a Rotational message on the home February 19, 2013
article balance in an page.

impacted fund . Provides a place to get more detail

regardless of status on the change

code (=43,000 . Updated over time as content is

individuals) released

=  Link to pre-recorded workshop and
workshop schedule

Custom Fund Participants with a =  Workshop offered to educate February through June
Management balance in an participants on the fund action 2013 (Dates TBD)
Workshop impacted fund or details, delivered by Fidelity

others accessing the Retirement Counselors already

workshop dedicated to UC

] In Person, Pre-recorded (available in
February), Webinar

UC Location All active Participants. = Events at each location based on February and March
Information Events location’s needs 2013 as locations are
= Delivered by Fidelity Retirement available (Dates TBD)
Counselors already dedicated to UC
and
. Includes workshops
] 1:1 information
Ll Help desk

UNIVERSITY
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RSP Phase Il Communications Campaign

Reminder notice 1
(Email/Postcard)

FOCUS newsletter
article — Spring edition

Reminder notice 2
(Email/Postcard)

UNIVERSITY
OF
CALIFORNIA

Participants with a
balance in an
impacted fund
regardless of status
code (= 43,000
individuals)

(20% Print, 80% Email
address on file)

All Participants

(delivered via email
link to website)

Participants with a
balance in an
impacted fund
regardless of status
code (=43,000
individuals)

(20% Print, 80% Email
address on file)

Deliverable Target Audience _ Delivery Date

Reminds Participants of opportunity March 13, 2013
to re-direct contributions prior to

freeze.

Points to the portal, workshops, and
telephone/in-person resources

Includes deadlines and instructions

Provides high-level information Mid-April 2013
about the change.

Points to the portal home page

article in the portal.

Reminds Participants of pending June 4, 2013

balance transfers.

Points to the portal and
telephone/in-person resources
Includes deadlines and instructions

11





RSP Phase Il Communications Campaign

Deliverable Target Audience _ Delivery Date

Update Fund Anyone who accesses Updates the fund information on the July 1, 2013
Information section of  the portal portal so that non-menu funds are no

portal longer included

Transfer Complete Participants with a Notifies Participants that the transfer is July 16, 2013
Notice balance in an complete

(Email/Postcard) impacted fund

regardless of status
code (= 43,000
individuals)

(20% Print, 80% Email
address on file)
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Questions??
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University of California

UCRS Advisory Board

HR/BENEFITS

Meeting of November 16, 2012

AGENDA ITEM J

Analysis of a Roth Feature for the 403(b) and/or 457(b) Plan

At the request of the Chair of the UCRSAB, Principal Analyst Mary Jenkins will provide an
overview of the provisions of Roth 403(b) and 457(b) plans and the potential of adding a Roth
plan to the UC Retirement Savings Program.
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Roth Comparison Chart

Comparison of Roth 401(k), Roth IRA, and Traditional 401(k) Retirement Accounts

Characteristic

Designated Roth 401(k)
Account

Roth IRA

Traditional, Pre-Tax
401(k) Account

Contributions

Designated Roth employee
elective contributions are
made with after-tax dollars.

Roth IRA contributions are
made with after-tax
dollars.

Traditional, pre-tax
employee elective
contributions are
made with before-tax
dollars.

Income Limits

No income limitation to
participate.

Income limits: married
$183,000/single $125,000
modified AGI for 2012

No income limitation
to participate.

Maximum
Elective
Contribution

Aggregate* employee
elective contributions limited
to $17,000 in 2012 ($17,500
in 2013) plus an additional
$5,500 for employees age 50
or over.

Contribution limited to
$5,000 for 2012 ($5,500 for
2013) plus an additional
$1,000 for employees age
50 or over.

Same aggregate* limit
as Designated Roth
401(k) Account

Distributions

later than age 70%, unless
still working and not a 5%
owner.

taking distributions while
owner is alive.

Taxation of |Withdrawals of contributions |Same as Designated Roth |Withdrawals of
Withdrawals [and earnings are not taxed |401(k) Account and can contributions and

provided it's a qualified have a qualified distribution |earnings are subject
distribution — the account is |[for a first time home to Federal and most
held for at least 5 years and |purchase. State income taxes.
made:

» On account of disability,

« On or after death, or

» On or after attainment of

age 59%.
Required Distributions must begin no  [No requirement to start Same as Designated

Roth 401(k) Account.

* This limitation is by individual, rather than by plan. Although permissible to split the annual
employee elective contribution between designated Roth contributions and traditional, pre-
tax contributions, the combination cannot exceed the deferral limit - $17,000/$22,500 in 2012,
$17,500/$23,000 in 2013.

Page Last Reviewed or Updated: 2012-10-22

http://www.irs.gov/Retirement-Plans/Roth-Comparison-Chart
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UCRS Advisory Board

HR/BENEFITS

Meeting of November 16, 2012

AGENDA ITEM K

California Public Employees’ Pension reform Act (PEPRA) - Summary

Principal Analyst Robert Semple will provide a summary of the Public Employees’ Pension
Reform Act (PEPRA), which becomes effective on January 1, 2013. PEPRA does not apply to
UCRP members or UC employees.

Attachment






Comparison of the California Public Employees’ Pension Reform Act (PEPRA) with UCRP
(PEPRA Effective 1/1/2013 - Not Applicable to UC/UCRP or Charter Cities and Certain Counties*)

PEPRA UCRP 2013 Tier Current CalPERS Current UCRP
Employees Hired on/after Employees hired on/after Employees hired before Employees hired before
1/1/2013 7/1/2013 1/1/2013 7/1/2013
1. Plan Design Defined Benefit (DB) Plan DB Plan DB Plan DB Plan

Imposes a single formula
instead of allowing
bargaining on a menu of
different formulas

Earliest retirement age is 52
with an age factor of 1%

Highest age factor is 2.5% at
age 67

Earliest retirement age is 55
with an age factor of 1.1%

Highest age factor is 2.5% at
age 65

Offers a menu of different
formulas (example: CSU
members hired before
1/15/2011 \,)

Earliest retirement is age 50
with an age factor of 1.1%

Highest age factor is 2.5 % at
age 63

Earliest retirement age is 50
with an age factor of 1.1%

Highest age factor is 2.5% at
age 60

2. Cost- Sharing

Employer (ER) and Employee
(EE) each to contribute 50%
of Normal Cost (NC)*

For new CSU members, NC =
12.1% of base pay
(50% of NC = 6.05%)

2013-2014 contribution rates

ER =12%, EE=7%

NC= 15.1% of covered pay
(50% of NC = 7.55%)

50/50 cost sharing of NC shall
be the standard

Current NC for CSU = 14.4%
of covered pay (50% of NC =
7.2%) (CSU Members
currently contribute 5% )

contribution rates

2012-13: ER = 10%, EE=5%
2013-14: ER = 12%, EE=6.5%

Current NC = 18.1% of
covered pay
(50% of NC = 9.05%)

3. Compensation Used
for Benefit Calculation

Highest average base pay
over a 3-year period
Maximum: Social Security
Wage Base ($113.7k) for
those w/SS - 120% of SS wage
base for those w/out SS*

Highest average covered pay
over a 3-year period

Maximum: IRC compensation

limit ($255k)

Highest average covered pay
over a 1 or 3-year period

Maximum: IRC compensation

limit ($255k) for members
who joined on/after 7/1/96

(Same as UCRP 2013 Tier)
limit in effect since 7/1/1994

*Including the Cities of Los Angeles, San Francisco and San Diego and the City of San Jose, to name a few.
! Normal Cost is the cost allocated under the Actuarial Cost Method to each year of active member service.

> Maximum compensation adjusted for increases in Consumer Price Index (CPI). The Legislature reserves the right to modify the CPI adjustments to the maximum prospectively.
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Comparison of the California Public Employees’ Pension Reform Act (PEPRA) with UCRP

(PEPRA Effective 1/1/2013 - Not Applicable to UC/UCRP or Charter Cities and Certain Counties*)

PEPRA
Employees Hired on/after
1/1/2013

UCRP 2013 Tier
Employees hired on/after
7/1/2013

Current CalPERS
Employees hired before
1/1/2013

Current UCRP
Employees hired before
7/1/2013

4. Allowable Types
of Compensation

Base pay - Excludes bonuses,
unplanned overtime,
vacation /sick leave payouts,
uniform/vehicle allowance,
leave pay and other perks

Base pay plus any
administrative stipends.
Excludes bonuses, overtime,
payouts for vacation and
other pay

Varies — normally excludes
uniform/vehicle allowance,
holiday pay, longevity pay,
etc.

(Same as UCRP 2013 Tier)

5. Retroactive Pension
Increases

Prohibited

Not specifically prohibited

Prohibited

(Same as UCRP 2013 Tier)

6. Purchases of
Nonqualified Service
Credit (“Air Time”)

Prohibited

Prohibited

Prohibited if application for
purchase received on/after
1/1/2013

(Same as UCRP 2013 Tier)

7. Post-Retirement
Employment

Break of at least 180 days —
re-employment limited to
960 hours in a 12-month
period (some exceptions)

Break of at least 30 days — re-
employment limited to 43%
in a 12-month period (some
exceptions)

Varies — (e.g.,) CalPERS
requires a 60 day break —re-
employment limited to 960
hours in a 12-month period

(Same as UCRP 2013 Tier)

8. Safety Benefits

Basic = 2% @57,

Option #1 = 2.5% @57,
Option #2 = 2.7% @57
(Factors reduced for younger
ages)

New Tier does not apply to
Safety members — same
current UCRP Safety benefit
applies (see last column)

Varies

(e.g., 3%@ 50, 3%@ 55, 2.5@
55, etc.)

(Age 55 formulas reduced for
younger ages)

Only one age factor — 3%
which is attained at age 50

(UCRP has approximately 400
Safety members)

o

. Authority to Amend

Legislature can amend PEPRA
(i.e., not part of state
constitution)

Regents have authority to
amend UCRP

(Same as for new employees)

(Same as UCRP 2013 Tier)

10. Miscellaneous
- Contribution Holidays

- Felony - Pension
Forfeiture Provision

Contribution holidays
prohibited unless super-
funded

Pension forfeited if convicted
of a job-related felony

Not prohibited — funding
policy of NC £ amortization of
unfunded liability or surplus

No forfeiture provision

Contribution holidays
prohibited unless super-
funded

(Effective with PEPRA)

(Same as UCRP 2013 Tier)

(Same as UCRP 2013 Tier)
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Age Factor Comparison

Comparison of the California Public Employees’ Pension Reform Act (PEPRA) with UCRP (2013 Tier)2

0.030

0.025

0.020

Age

.01
Factor 0.015

0.010 -

-o-UCRP 2013 Tier

-#-PEPRA

0.000 I I 1 1 I I I I I | | | | | | 1
52 53 54 55 56 57 58 59 60 61 62 63 64 65 66 6701
older

0.005

Retirement Age

Notes:
1.  PEPRA effective for new hires 1/1/2013 and later— Not applicable to UC/UCRP or Charter cities and certain counties.
2. UCRP 2013 Tier effective for new hires (and rehires with a break in service) 7/1/2013 and later.






University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of November 16, 2012

AGENDA ITEM A

Proposed Defined Contribution Plan Option for UC Health Policy-Covered Staff New Hires —
Feasibility Study — Update

At the request of the Chair of the University of California Retirement System Advisory Board
(UCRSAB), Director Gary Schlimgen of Pension & Retirement Programs will provide a status
report on the draft feasibility study for offering UC Health policy-covered staff new hires the
choice of participating in either in a Defined Contribution Plan or the 2013 Tier of the University
of California Retirement Plan (UCRP).






University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of November 16, 2012

AGENDA ITEM B

UCRS — Annual Actuarial VValuation Reports

The Annual Actuarial VValuation Reports as of July 1, 2012 for UCRP and the UC-PERS Plus 5
Plan will be discussed at the meeting by Consulting Actuaries Paul Angelo and John Monroe of
the Segal Company. A summary of the actuarial valuations drafted by The Segal Company is
attached to this item.

The valuation results are scheduled to be presented to The Regents at their meeting of November
15, 2012. The actuarial valuation reports may be downloaded from the Regents item
http://regents.universityofcalifornia.edu/regmeet/nov12/f10.pdf.

Alternatively, the actuarial reports may be accessed directly from the following links:

http://regents.universityofcalifornia.edu/regmeet/nov12/f10attachl.pdf

http://regents.universityofcalifornia.edu/regmeet/nov12/f10attach2.pdf

Attachment
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Highlights of 2012 Actuarial Valuation

> 0.3% market value return for 2011/2012

> Actuarial return of 0.9% due to five-year smoothing
of gains and losses

> Transfer of $0.9 billion from external
financing

Slide 2
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UCRP Demographics

Active Members

114,928 115568 116,888

115,745

2010 2011

Retired Members

56,296

53,902

51,653
T 50,471 I

2012

2012 2011
Active Members 116,888 115,568
e Average Age 45.0 44.9
e Average Service 9.6 9.6
e Average Compensation  $81,637 $78,264

2012 2011
Retired Members
(in Pay Status) °8,934 56,296
e Average Age 70.4 70.2
e Average Annual Benefit  $35,959 $34,814

2012 2011
Terminated Vested 32.873 32159

Members
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UCRP Investment Rates of Return
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UCRP Historical Funded Status and
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128%

Funded Ratio (5 year smoothing) as of July 1

119%
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UCRP Valuation Results ($in billions)

Market Value of Assets (MVA)
Actuarial Value of Assets (AVA)
Actuarial Accrued Liability (AAL)
Unfunded AAL (AAL less AVA)

Funded Percentage (AVA Basis)
Funded Percentage (MVA Basis)

Normal Cost (beginning of year)
Normal Cost (% of pay, middle of year)
Funding Policy Contribs (% of pay)

07/01/2012 07/01/2011
$41.8 $41.9
$43.0 $42.7
$54.6 $51.8
$11.6 $9.1

79% 82%
7% 81%
$1.5 $1.4
18.09% 17.83%
28.56% 26.35%
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Regents Approved Contributions

> Employer — all funding sources, uniform across all tiers
> FY 12/13 - 10%
> FY 13/14 — 12%

> Member
> 1976 Tier (for most members)
> FY 12/13 — 5% less $19 per month
> FY 13/14 — 6.5% less $19 per month
> 2013 Tier
> FY 13/14 — 7%

Member contributions subject to collective bargaining for represented employees

> Approved contributions lower than funding policy
contribution

Slide 7






University of California

UCRS Advisory Board

HR/BENEFITS

Meeting of November 16, 2012

AGENDA ITEM C

UCRS — Audited Annual Financial Reports for Fiscal Year 2011-2012

David Olson, Director of Benefit Plan Accounting will discuss the consolidated audited Annual
Financial Report for UCRP and the UC Retirement Savings Program plans for fiscal year ended
June 30, 2012. Copies of the report will be available for distribution and review at the UCRSAB

meeting.

The report is scheduled to be presented to the Regents at their meeting on November 15, 2012.
The report may be downloaded from the Regent item.

http://regents.universityofcalifornia.edu/regmeet/nov12/f8.pdf

Alternatively, you may access the consolidated report for UCRP and the Retirement Savings
Plan directly from the following link:

http://regents.universityofcalifornia.edu/regmeet/nov12/f8attach2.pdf
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University of California

UCRS Advisory Board

HR/BENEFITS

Meeting of November 16, 2012

AGENDA ITEM D

UCRS — Power of Attorney or Conservatorship

At the request of the Chair of the UCRSAB, an overview will be provided on the implications for
a member’s UCRP benefits and Retirement Savings Plan accumulations should the member
become mentally incapacitated and some precautionary measures a member can take in advance
to manage the implications, should such an event occur.

Additionally, the financial fitness library on the UC Focus on Your Future website provides a
brief tutorial on estate planning that contains information on actions members can take to protect
themselves and their financial assets should they become disabled or mentally incapacitated. The
tutorial can be accessed from the following link:

https://ucfocusonyourfuture.mysecurebenefitsportal.com/FinancialFitnessLibrary/Overview/1
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of November 16, 2012

AGENDA ITEM E

UCRP — Post-Employment Benefits — Implementation Update

Specialist Ken Reicher of Pension & Retirement Programs and Manager Richard Townsend of
the Retirement Administration Service Center (RASC) Calculation Unit will provide an update
on the technical implementation issues associated with the UCRP 2013 Tier, which becomes
effective on July 1, 2013.






University of California

UCRS Advisory Board

HR/BENEFITS

Meeting of November 16, 2012

AGENDA ITEM F

UCRP — Disability Program Review

Director Gary Schlimgen of Pension & Retirement Programs and Director Kris Lange of Vendor
Relations Management will provide a summary of the ongoing disability program review, as
discussed at the June 2012 UCRSAB meeting.
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UCRS Advisory Board

HUMAN RESQURCES

Meeting of November 16, 2012

AGENDA ITEM G

Retirement Savings Program — VVendor Relations Management Report

Director Kris Lange of Vendor Relations Management will provide an update on participant
experience with Fidelity Retirement Services, which provides account and record-keeping
functions along with financial education and communication services for the UC Retirement
Savings Program.

Attachment





