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TRIP Investment Objectives

e [n 2007, UCOP Financial Management initiated a task force to

review University working capital needs
— Included Campus representatives and Treasurer

— Determined that some existing reserves in STIP could have

longer duration

< TRIP designed to provide higher returns than STIP while

targeting a limited downside risk
— Investment objective became “total return,” not “yield”
e Campuses moved $1.6 Billion from STIP to TRIP in August 2008

e Current asset value $2.6 Billion

giee  OliiceoninelireasurenokineiRegents TRIP Asset Allocation Review / Recommendation
University of California November 2, 2010 | 2





TRIP Overall Performance

TRIP Monthly Returns
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Asset Allocation - effective January 1, 2011

Class
US Equity - Large Cap
US Equity - Small Cap
US Equity - All Cap
US REITS
Non US Equity - Developed*
Core Fixed Income - Gov't
Core Fixed Income - Credit
Core Fixed Income - Securitized
High Yield Debt

Equity
Fixed Income
Cash Equiv.

* Hedged back to US Dollars

TRIP Asset Allocation

Current vs Proposed

Current

10%
5%
0%
0%
10%
10%
45%
10%
10%
100%

25%
75%
0%

Proposed Difference

0%
0%
15%
5%
15%
5%
45%
5%
10%
100%

35%
65%
0%

-10%
-5%
15%

5%
5%
-5%
0%
-5%
0%
0%

10%
-10%
0%

Benchmark
Russell 1000 Index
Russell 2000 Index
Russell 3000 Index
FTSE/NAREIT US REIT Index
MSCI World ex-US (Hedged)
Barclays Aggregate - Gov't Sector
Barclays Aggregate - Credit Sector
Barclays Aggregate - Sec. Sector
BofA/Merrill High Yield Cash Pay BB/B

. Office of the Treasurer of The Regents
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Investment Guidelines

« |nvestment governance, philosophy, policies and oversight

procedures similar to those for the UCRP and GEP

e Relevant policies from Sections 1-3 of the UCRP Investment
Policy Statement are incorporated by reference into this

Policy
e Rebalancing Policy similar to UCRP/GEP (£10%):

Proposed Min Max Range

Combined Equity 35% 25% 45% +10%
Combined Fixed Income 65% 55% 75% +10%
y,  ©Office of the Treasurer of The Regents TRIP Asset Allocation Review / Recommendation
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University of California

UCRS Advisory Board

HUMAN RESQURCES

AGENDA
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
ADVISORY BOARD MEETING
FEBRUARY 25, 2011
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. UC Post-Employment Benefits — Update
B. UCRP — March 2011 Regents Item — Additional Contributions Towards the Annual
Required Contribution
C. UCRP - Discussion of Pension Reform Developments in California
D

. UCRS Advisory Board — Suggested Handbook Amendments Related to Board
Participation and Procedures — Update

E. UCRS Advisory Board — Election of Staff Members

F. UCRS Advisory Board — SharePoint — Web-based Repository for UCRS Advisory Board
Materials — Update

G. Retirement Savings Program — Vendor Relations Management Report

H. UCRS - Department of Labor Fee Disclosure Regulations — Update

I. UCRS - Plan Administrator’s Annual Report

J. UCRP - Lump Sum Cashout Annual Report

K. UCRS - Methodology for COLAs and Measurement of Annuitant Purchasing Power

L. UC PERS Plus 5 Plan — Annual and Ad Hoc COLAs — Update

M. UCRP - Preview of Upcoming Experience Study
Executive/Closed Session

N. Appendix E Discussion
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Significant Events and Results for Quarter and FYTD

e December Quarter 2010 market performance was strong
e UCRP rose 6.38%, 36 bps above policy
* Asset selection over the quarter was positive:

— Absolute Return was exceptional, 438 bps above policy

— Equities benefited due to atiractive returns from fundamental stock
selection

— Core Fixed Income and High Yield Debt outperformed policy due
to overweights in higher yielding spread assets

— Turnaround in Real Estate performance in quarter, +6%

 UCRP ranked within top third of Wilshire TUCS universe for 12/31/10
Quarter

ooy, Office of the Treasurer of The Regents December 2010 Investment Performance Summary
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Market Overview: Equity and Fixed Income Returns

Markets climbed higher in the fourth quarter on the heels of Quantitative
Easing (QEIl) and improved corporate earnings

Global Markets Cumulative Return from September 2007
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Market Overview: 2010 Equity and Fixed Income Returns

Developed Market Equity rebounded strongly in the December Quarter
Emerging Markets had another strong Quarter and Year
High Yield bonds had another good Quarter and Year

Capital Market Returns, period ending 12/31/10
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UC Recent Performance: Quarter and Fiscal Year to Date

Total returns for all funds were positive for the quarter and FYTD

Active returns for all funds were positive for the quarter and FYTD

Returns for 3 Months ending Dec 31, 2010
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UC Performance: Longer Periods

Positive long term returns show the importance of diversification

Three year returns on a balanced stock/bond porifolio have not been this
low since the aftermath of the 2001 recession
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UCRP: 20 Year Performance

UCRP has outperformed its policy benchmark in 75% (15 out of 20) of the
last fiscal year periods

30.00%

UCRP 20 Year Returnsvs. Benchmark
Annual Returns Ending 6/30
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UC Performance: UCRP Asset Classes

Asset class performance varied between Quarter and FYTD periods:
Absolute Return, Core Fixed Income, and TIPS outperformed policy for

both the Quarter and FYTD periods
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Asset Allocation: UCRP and GEP December Quarter

As of the end of December, UCRP was overweight in Developed Market
Equity and Private Equity; and underweight Fixed Income, Real Estate,
Absolute Return, and Real Assets

UCRP Asset Allocation

Actual% Cl:;i:;gz:cy Va::lzl::eel::om Policy Range
U.S. Equity 29.7% 28.5% 1.2% 23.5-33.5%
Non-U.S. Equity-Dev. 22.5% 22.0% 0.5% 17-27%
Non-U.S. Equity-Emerging 4.8% 5.0% -0.2% 3-7%
Global Equity 2.2% 2.0% 0.2% 1-3%
Core Fixed Income 10.6% 12.0% -1.4% 9-15%
High Yield Bond 2.6% 2.5% 0.1% 1.5-3.5%
Emerging Market Debt 2.4% 2.5% -0.1% 1.5-3.5%
TIPS 7.4% 8.0% -0.6% 6-10%
Private Equity 6.6% 6.0% 0.6% 3-9%
Absolute Return 5.6% 6.0% -0.4% 0-11%
Real Assets 0.6% 1.0% -0.4% 0-2%
Opportunistic 1.1% 0.5% 0.6% 0-1.5%
Real Estate 3.6% 4.0% -0.4% 1-7%
Liquidity Portfolio 0.2% 0.0% 0.2% 0-10%

gy, Office of the Treasurer of The Regents December 2010 Investment Performance Summary
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Performance Aftribution: UCRP Fiscal Year to Date

Asset selection, primarily due to strong security selection within Absolute
Return and Core Fixed Income, added to active returns

The overweight to Private Equity hurt, as its returns lagged the public

markets
20 UCRP Attribution for 6 mo. ending December 31, 2010
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Contribution to Risk: UCRP

US and Developed Equity contributed almost 70% of Total Risk

Almost 65% of Active Risk contributed by Non-U.S. and Emerging Market
Equity Overweight

Over 30% of Active Risk contributed by Private Equity Overweight

UCRP Forecast Contrib. to Systematic Risk at Dec 10
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UCRP Peer Comparison - TUCS Universe

Trust Universe Comparison Service
Performance Comparison
Total Return of Master Trusts-Public: Plans > $1B
Cumulative Periods Ending: December 31, 2010
200%
18%
16% l’—Eg
14% —_—
| e
12%, 45 _____________
10%
8%
g% _"—B ______________________________________________________________________________________________
4%
2%
0%
Percentile Rankings Qir Fiscal YTD Calendar Year
5t 7.50 17.97 15.70
25t 6.58 16.31 14.19
50t 5.86 14.74 13.13
75t 4.50 12.73 11.97
95th 0.40 6.46 9.07
No. of Obs 183 183 182
* UCRP Total 6.53 16.56 13.27
B UCRP Policy Benchmark  6.02 15.97 11.99
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UNIVERSITY OF CALIFORNIA RETIREMENT PLAN (UCRP)

Investment Performance

December 31,2010

Total Return

Annualized Total Return

Market Value ($M) [ Recent Quarter Fiscal YTD One Year Three Year Five Year Ten Year

UCRP $39,154 6.38% 16.21% 12.59% -0.37% 3.98% 3.84%
Policy Benchmark 6.02% 15.97% 11.99% -0.60% 3.86% 4.06%
Variance to Benchmark -0.22%

U.S. Equity' $11,645 11.50% 24.15% 16.55% -2.48% 2.09% 1.12%
Policy Benchmark 11.68% 24.41% 16.80% -2.16% 2.60% 2.01%
Variance to Benchmark -0.18% -0.26% -0.25% -0.32% -0.51% -0.89%

Non-U.S. Equity-Developed' $8,824 7.33% 24.33% 9.61% -5.61% 3.56% 4.10%
Policy Benchmark 7.16% 24.42% 8.75% -6.40% 2.93% 3.80%
Variance to Benchmark -0.09%

Non-U.S. Equity-Emerg. Mkt' $1,896 6.79% 27.51% 21.22% 0.07% 12.27% 15.73%
Policy Benchmark 7.34% 26.69% 18.88% -0.32% 12.78% 15.96%
Variance to Benchmark -0.55% -0.51% -0.23%

Global Equity $842 9.42% 25.39% 14.66% N/A N/A N/A
Policy Benchmark 9.35% 25.18% 14.35% N/A NI/A NI/A
Variance to Benchmark N/A

Core Fixed Income $4,146 -0.90% 1.94% 7.25% 6.06% 5.80% 6.51%
Policy Benchmark -1.30% 1.15% 6.54% 6.21% 5.92% 6.55%
Variance to Benchmark -0.15% -0.12% -0.04%

HighYield Bond $1,025 3.41% 10.02% 14.98% 9.18% N/A N/A
Policy Benchmark 2.98% 9.93% 15.24% 9.94% NIA NIA
Variance to Benchmark -0.26% -0.76% N/A N/A

Emerging Market Debt $942 -1.53% 6.62% 12.68% 9.13% N/A N/A
Policy Benchmark -1.76% 6.32% 12.24% 9.16% NI/A NI/A
Variance to Benchmark -0.03% NIA NIA

TIPS $2,885 -0.50% 2.03% 6.55% 5.53% 5.70% N/A
Policy Benchmark -0.65% 1.82% 6.31% 4.97% 5.33% NIA
Variance to Benchmark N/A

Private Equity? $2,567 6.35% 6.27% 16.02% 1.13% 6.52% 0.58%

Absolute Return?® $2,195 5.42% 10.32% 10.50% 1.38% N/A N/A
Policy Benchmark 1.04% 5.56% 4.53% 7.28% NI/A NI/A
Variance to Benchmark -5.90% N/A N/A

Real Assets* $252 2.80% 6.76% N/A N/A N/A N/A
Policy Benchmark 2.80% 6.76% NIA NIA NIA NIA
Variance to Benchmark N/A NI/A N/A N/A

Opportunistic* $450 1.35% 5.06% N/A N/A N/A N/A
Policy Benchmark 1.93% 3.79% NIA NIA NIA NIA
Variance to Benchmark -0.58% NIA NIA NIA NIA

Public Real Estate $249 4.95% 22.57% 19.76% N/A N/A N/A
Policy Benchmark 6.44% 25.21% 22.22% NIA NIA NIA
Variance to Benchmark -1.49% -2.64% -2.46% NI/A N/A N/A

Private Real Estate $LI71 6.36% 9.60% 0.80% -22.67% -8.38% N/A
Policy Benchmark 6.19% 9.12% 0.79% -20.68% -7.89% NI/A
Variance to Benchmark -1.99% -0.49% N/A

Notes: Policy benchmarks are defined in Appendix 1. Total Market Value includes $66 million held in Liquidity Portfolio. The method of rounding may produce
the appearance of minor inconsistencies in various totals and percentages, but the differences do not affect the accuracy of the data. Entity performance includes
performance of Non-U.S. Fixed Income through 5/30/2009. Assets in that class were reallocated as of 6/1/2009.

B WN —

. For 10 year period returns were reclassified to match current asset classes.
. See Private Equity Performance information on page 11 for comparison of Private Equity to multiple performance metrics.
. Benchmark for Absolute Return (AR) class was changed effective March 1, 2009 from TBills + 450 bp to 50% HFRX-AR Index + 50% HFRX-MD Index.
. Inception date for Real Assets and Opportunistic asset classes was April 1, 2010.
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UNIVERSITY OF CALIFORNIA RETIREMENT PLAN (UCRP)
L __________________________________________________________________________________________________________________|

I.  Performance Obijectives

1. UCRP annualized total return (net of manager fees and expenses) was -0.37% over the past three years and 3.98% over the past
five years, in comparison to the Plan’s actuarial rate of return of 7.5%.

2. The Consumer Price Index over the past 3 year and 5 year periods was 1.44% and 2.18% respectively.

3. UCRP annualized total return outperformed its policy benchmark by 23 bp and 12 bp over the three and five year periods re-
spectively.

Il. For information on the portfolio’s risk exposures see page 4, and for information on risk limits, see the separate quarterly risk report
slides 10 and 11. During the past quarter, the portfolios total risk was similar to the budget and within allowed ranges. The portfolios
active realized risk was 41 bp, well below the budgeted level of 300 bps. The projected active risk at 12/31 was 121 bp (see next page).

[ll. Net investment expenses incurred by the Treasurer for managing the public securities (excluding Alternatives: Private Equity, Absolute
Return, Real Assets, Opportunistic, and Real Estate) of the UCRP were (expressed as a percent of assets at 12/31/10) 1.8 bp for the
quarter (not annualized) and 7.3 bp for the preceding 12 months. Earnings from the Securities Lending program are added back to
the portfolios from which the securities were lent, contributing to higher performance and offsetting other costs.

IV. UCRP Asset Allocation and Guideline Compliance

The UCRP portfolio complies with policy guidelines unless an exception is noted below.

Asset Allocation
Assets ($M) | Actual% c%ﬁi::gz:cy Vagzl:'c:'::om Policy Range* Co:la;?lig:nce
U.S. Equity $11,645 29.7% 28.5% 1.2% 23.5-33.5% Yes
Non-U.S. Equity-Dev. $8,824 22.5% 22.0% 0.5% 17-27% Yes
Non-U.S. Equity-Emerg. $1,896 4.8% 5.0% -0.2% 3-7% Yes
Global Equity $842 2.2% 2.0% 0.2% [-3% Yes
Core Fixed Income $4,146 10.6% 12.0% -1.4% 9-15% Yes
High Yield Bond $1,025 2.6% 2.5% 0.1% 1.5-3.5% Yes
Emerging Market Debt $942 2.4% 2.5% -0.1% 1.5-3.5% Yes
TIPS $2,885 7.4% 8.0% -0.6% 6-10% Yes
Private Equity $2,567 6.6% 6.0% 0.6% 3-9% Yes
Absolute Return $2,195 5.6% 6.0% -0.4% 1-11% Yes
Real Assets $252 0.6% 1.0% -0.4% 0-2% Yes
Opportunistic $450 1.1% 0.5% 0.6% 0-1.5% Yes
Real Estate $1,421 3.6% 4.0% -0.4% 1-7% Yes
Liquidity Portfolio $66 0.2% 0.0% 0.2% 0-10% Yes
Total Assets $39,154 100.0% 100.0%
Private Equity Sector Allocation
Assets ($M) PE. P:/:r(:::olio Policy Target % | Variance Policy Range | Range Compliance

Venture Cap. $1,058 41% 45% -4% 30-70% Yes

Buyouts $1,499 58% 45% 13% 30-70% Yes

Non-U.S. $2 0% 10% -10% 0-10% Yes

Distributions $8 0%

Total Assets $2,567 100% 100%

Note: The method of rounding may produce the appearance of minor inconsistencies in various totals and percentages, but the differences do not affect the accuracy of the data.
* Policy Ranges, Targets and Allocations were approved by The Regents on September 16, 2010 and were effective on October 1, 2010. Since that time, several minor
changes were made in the Current Policy Weights to bring them closer to the Long-Term Targets, specifically by decreasing US Equity (-2.5%); and increasing Absolute
Return (+1%), Real Assets (+0.5%), and Emerging Market Equity (+1%). These changes were made in accordance with the Regents’ Policy for rebalancing the Total
Fund Benchmark. Combined Policy Ranges: Public Equity 47.5%-67.5%, Fixed Income 20%-30%, and Alternatives 10.5%-24.5%.
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UNIVERSITY OF CALIFORNIA RETIREMENT PLAN (UCRP)

PortroLio Risk DecomposiTioN (Risk FACTOR MODEL)

December 31,2010

s UCRP Risk Measures Dec 2004 - Present (1) UCRP Risk Measures Dec 2004 - Present (1)
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FACTOR EXPOSURES (2) RISK CONTRIBUTIONS (4)

Asset Allocation (3) UCRP Benchmark (5) Active Exposures Risk Allocation (3) UCRP Benchmark (5) Relative Risk Contrib.
US Equity 33.4 30.9 2.5 US Equity 48.8 46.7 21
Non US Equity 27.4 27.1 0.3 Non US Equity 45.6 47.2 (1.6)
Global Fixed Income 23.7 25.0 (1.2) Global Fixed Income 4.9 5.4 (0.5)
Non Marketable 8.0 10.0 (2.0) Non Marketable 0.5 0.7 (0.2)
Cash (Abs Ret) 7.5 7.0 0.5 Cash (Abs Ret) (0.0) 0.0 (0.0)

TOTAL 100.0 100.0 0.0 Subtotal Factor Risk 99.8 100.0 (0.2)
Residual Risk 0.2 - 0.2
TOTAL 100.0 100.0 (0.0)
UCRP Factor Exposures Q42010 UCRP Risk Contributions Q4 2010
(5) - 5 10 IS5 20 (10) (5) - 5 10 I5 20 25 30 35
O "
Bills B Bills
Int Govt = Int Govt

Long Go‘{t —] Long Govt

Agg Credit =] Agg Credit
Agg Coll — Agg Coll

TIPS h : TIPS
LargeValue = ' largeValue
———
I.arge(.irowth — LargeGrowth
MidValue I MidValue
MidGrowth i — MidGrowth —
SmallValue = SmallValue =
SmallGrowth _:._ SmallGrowth 'I_'I_

NonUSBds = NonUSBds

JapanStx . JapanStx d .
EASEAStx — EASEAStx ; "

EmgStx | EmgStx —
JpnCash ;_ JpnCash

EASEACash - 5 }

S Ca;E o m UCRP Factor Exposures (%) EASEACa;L] 3 S UCRP Contrb_to REK (%)
e b Bench Factor Exposures (%) e 4 Bench Contrib. to Risk (%)
80 = | OActive Factor Exposures (%) 80 i ORelative Contrib to Risk (%)

Results shown are based on (a) total fund composition as of quarter end and (b) long term volatility and correlation estimates for 21 risk factors (market benchmarks).
1. Risk estimates are in units of standard deviation, annualized (range of likely results over one year horizon).

2. Factor exposures for each portfolio are estimated by regressing monthly returns over all risk factors.

3. Factors grouped into 5 broad categories; e.g., Domestic Equity consists of 6 risk factors. Non Marketable includes PE and RE factors.

4. Risk contributions for each factor are derived by a weighted sum of the covariances of that factor with the total fund.

5. Benchmark is the “current” policy weight adjusted for illiquidity.
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UCRP anD GEP*

AcTIve U.S. PusLic EQuiTy PorTFoLIO Risk, CHARACTERISTICS, AND PERFORMANCE ATTRIBUTION
December 31,2010

PORTFOLIO CHARACTERISTICSVS BENCHMARK!'?
UCRP/GEP RUSSELL 3000
Dividend Yield 1.4 1.6
Price - Earnings Ratio (historical) 18.0 17.9
Price - Book Ratio 2.4 2.3
Debt - Equity Ratio 84.2 89.2
Market Capitalization (Cap Wtd) $65.1 $69.8
Number of Holdings 2,923 2,943
RISK MEASURES / DECOMPOSITION (Qtr End)® PERFORMANCE ATTRIBUTION (one quarter)*
TOTAL RISK ACTIVE RISK | Return | Risk
Risk Contrib Risk Contrib Total Portfolio 11.26 22.19
%Std dev %Total %Std dev %Active Benchmark 11.68 22.25
Common Factor 22.40 100 0.60 54 Active (0.42) 0.88
Style Factors 0.64 0 0.35 19 Common Factor 0.05 N/A
Industries 2231 99 0.52 42 Style Factors 0.16 0.37
Factor Interaction N/A | N/A 7) Industries ©.11) 0.57
Asset Selection 1.12 0 0.54 46 Asset Selection 0.17) 0.57
Total 2243 100 0.8l 100 Market Timing (0.0l) 0.02
Benchmark 22.39 Trading 0.29) 0.10
Beta 1.00
STYLE EXPOSURES (% Std. Dev.)® SECTOR EXPOSURES (%)°®
Currency (0.005) E_:I Basic Mat'ls (-0.005)
Earnings Var. (0.002) EI:I Cnsmr Cyc. (0.006)
Earnings Yield (-0.001) CnsmrNon-cyc (-0.007)
Growth (0.003) L Cnsmr Serv. (-0.004)
Leverage (0.000) Comm'lServ.(0.014)
Momentum (0.000) Energy (0018)
Non Est. Univ. (0.016) Financial (0.003)
Size (_0002) Health Care (0009)
Size Non Lin. (-0.001) Industrials (-0.005)
Trading (0.001) Technology (0.022)
Value (-0.003) Telecom (0.027)
Voltility (0.000) Transport (-0.006)
Yield (-0.005) _ _ Utility (-0.010)
MCTR’ in -0.15 -0.10 -0.05 0.00 0.05 0.10 MCTR’ in -5 5 I5 25
parentheses BPortfolio OBenchmark OActive parentheses mPortfolio OBenchmark OActive

* The UCRP and GEP Active U.S. Public Equity Portfolios are similar in composition (managers and weightings) so this report applies to both Funds.

1. Active U.S. Public Equity as of 12/31/10 includes 10 active large capitalization and six active small capitalization portfolios. Its market value as of 12/31/10 was
30% of Total US Public Equity for UCRP and 33% for GEP.

2. The benchmark for Active US Equity is the Russell 3000 Tobacco Free index. Data from Style Research, Inc.

3. Risk factor exposures and risk estimates are based on actual holdings as of 12/31/10 using proprietary data and analytics from MSCI/Barra, Inc.

4. Performance covers the period 10/1/10 to 12/31/10 (single quarter, not annualized). Performance attribution is based on month end holdings using a buy-hold
methodology. Calculated returns will differ slightly from the official performance report, which is based on linked daily returns.

5. Style factor exposures are expressed as % Standard Deviation (annualized).

6. Industry sector exposures are expressed in terms of percent weights.

7. MCTR = Marginal Contribution to Total Risk, is a risk sensitivity measure. It approximates the change in portfolio total risk that results from a 1% change in the
factor exposure.
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UCRP anp GEP”

AcTIVE DeveLoPED NoON-U.S. EQuiTy PorTFoLIO Risk & CHARACTERISTICS
December 31,2010

PORTFOLIO CHARACTERISTICSVS BENCHMARK!'?23
UCRP/GEP MSCIWLD EX US
Dividend Yield 2.6 29
Price - Earnings Ratio (historical) 14.9 14.4
Price - Book Ratio 1.7 1.6
Market Capitalization (Cap Wtd) $43.9 $47.6
Number of Holdings 2,043 1,064
RISK MEASURES / DECOMPOSITION (Qtr End)* PERFORMANCE ATTRIBUTION (one quarter)®
TOTAL RISK ACTIVE RISK Return | Risk
Risk Contrib Risk Contrib
%Std dev % Total %Std dev %Active Total Portfolio 7.55 24.40
Common Factor 23.38 100 1.31 80 Benchmark 7.16 24.58
Style Factor 0.83 0 0.66 20 Active 0.39 1.57
Sector 1.15 0 0.50 12 Common Factor 0.14 N/A
Country 3.54 2 1.00 47 Style Factors 0.32 0.79
Currency 8.34 13 0.64 19 Industries 0.04 0.50
World Equity 20.03 73 0.05 0 Country (0.10) 1.02
Factor Interaction N/A I N/A (17) Currency (0.12) 0.66
Asset Selection 1.00 0 0.65 20 Asset Selection 0.42 0.67
Total 23.40 100 1.46 100 Cash Equity (0.03) 0.10
Benchmark 23.54 Trading (0.14) 0.22
Beta 0.99
REGIONAL EXPOSURES (%)* SECTOR EXPOSURES (%)*

Developed Europe ex UK (1.03) Energy (0.003)

UK (-0.63) Materials (0.006)

. Industrials (0.002)
Developed Asia ex Japan (-4.67)

Consumer Discretionary (0.005)

Japan (-3.47)
Consumer Staples (-0.004)
Canada (-2.35)
Health Care (0.002)

Us (1.10)

Financials (-0.022)

Emerging Asia (5.66) i Information Technology (0.021)

Latin America (2.19) Telecommunication Services (-0.003)

EMEA(8) (0.91) Utilities (-0.006)
Active wt.in -5 5 15 25 35 MCTR”in 05 0 5 10 15 20 25
parentheses parentheses - )
B Portfolio OBenchmark OActive B Portfolio OBenchmark OActive

* The UCRP and GEP Active Developed Non-U.S. Equity Portfolios are similar in composition (managers and weightings) so this report applies to both Funds.

. Active Developed Non-U.S. Equity as of 12/31/10 includes twelve actively managed portfolios. Its market value as of 12/31/10 was 31% of Total Developed Non-US
Public Equity for UCRP and 47% for GEP.

. Active Developed Non-U.S. Equity now contains an exposure to the MSCI Canada index.

. The benchmark for Active Developed Non-U.S. Equity is the MSCI World Ex US Tobacco Free (Net) index. Data from Style Research, Inc.

. Risk factor exposures and risk estimates are based on actual holdings as of 12/31/10 using proprietary data and analytics from MSCI/Barra, Inc.

. Performance covers the period 10/1/10 to 12/31/10 (single quarter, not annualized). Performance attribution is based on month end holdings using a buy-hold meth-
odology. Calculated returns will differ slightly from the official performance report, which is based on linked daily returns.

6. Industry sector exposures and country/regional exposures are expressed in terms of percent weights.

. MCTR = Marginal Contribution to Total Risk, is a risk sensitivity measure. It approximates the change in portfolio total risk that results from a 1% change in the
factor exposure.

. EMEA = Emerging Europe, Middle East, Africa.
INVESTMENT PERFORMANCE SUMMARY 6
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UCRP anD GEP*

NoN-U.S. EQuITY-EMERGING MARKET PoRTFOLIO Risk & CHARACTERISTICS
December 31,2010

PORTFOLIO CHARACTERISTICSVS BENCHMARK'?*?
UCRP MSCI EMF
Dividend Yield 2.1 2.1
Price - Earnings Ratio (historical) 15.4 16.0
Price - Book Ratio 2.1 2.1
Market Capitalization (Cap Wtd) $25.3 $33.3
Number of Holdings 3,427 752
RISK MEASURES /| DECOMPOSITION (Qtr End)* PERFORMANCE ATTRIBUTION (one quarter)®
TOTAL RISK ACTIVE RISK | Return | Risk
Risk Contrib Risk Contrib
%Std dev %Total %Std dev J%Active Total Portfolio 6.86 26.11
Common Factor 25.80 100 1.77 79 Benchmark 7.34 26.68
Style Factor 1.82 0 0.75 14 Active (0.47) 2.06
Sector 1.35 0 0.52 7 Common Factor 0.31 N/A
Country 7.55 9 1.43 51 Style Factors 0.46 0.77
Currency 7.13 8 0.48 6 Industries 0.13) 0.56
World Equity 19.89 59 0.18 | World Equity - -
Factor Interaction N/A 24 N/A 0 Country 0.20 1.39
Asset Selection 1.30 0 0.92 21 Currency (0.22) 0.54
Total 25.83 100 2.00 100 Asset Selection (0.06) 0.93
Benchmark 26.44 Cash Equity (0.05) 0.24
Beta 0.97 Trading (0.67) 0.38
REGIONAL EXPOSURES (%)* SECTOR EXPOSURES (%)*
EM Asia ex China & India (-1.92) ———— Energy (-0.013)
\’h_‘ Materials (-0.017)
China (-6.28)
Industrials (-0.001)
India (-0.24) Consumer Discretionary (0.013)
EMEA(8) ex Russia (3.45) Consumer Staples (0.001)
Russia (-0.58) Health Care (0.001)
. . . Financials (0.001)
Latin America ex Brazil (-1.13)
Information Technology (0.008)
Brazil (-2.41) o )
Telecommunication Services (0.004)
Developed Markets (6.20) Utilities (_0.003)
Active wt. in -10 0 10 20 30 MCTR? in -5 0 5 10 15 20 25 30
arentheses
parentheses | BPortfolio  OBenchmark OActive | P | BPortfolio OBenchmark OActive

* The UCRP and GEP Equity Emerging Market Portfolios are similar in composition (managers and weightings) so this report applies to both Funds.

. Emerging Markets Equity as of 12/31/10 includes ten actively managed portfolios. As of 12/31/10, 86% was held in UCRP and 14% was held in GEP.
. EM portfolio characteristics are current as of 11/30/2010 (1 month lag).

. The benchmark for Emerging Market Equity is the MSCI Emerging Market Free Index. Data from Style Research, Inc.

. Risk factor exposures and risk estimates are based on actual holdings as of 12/31/10 using proprietary data and analytics from MSCI/Barra, Inc.

[ N O R

. Performance covers the period 10/01/10 to 12/31/10 (single quarter, not annualized). Performance attribution is based on monthly holdings using a buy-hold method-
ology; calculated returns will differ slightly from the official performance report, which is based on linked daily returns.

[=))

. Industry sector exposures and country/regional exposures are expressed in terms of percent weights.

7. MCTR = Marginal Contribution to Total Risk, is a risk sensitivity measure. It approximates the change in portfolio total risk that results from a 1% change in the
factor exposure.

8. EMEA = Emerging Europe, Middle East, Africa
7 INVESTMENT PERFORMANCE SUMMARY





UCRP anD GEP?

CorEe Fixep INcOME PORTFOLIO CHARACTERISTICS
December 31,2010

UCRP Barclays Capital Aggregate Policy
Effective Duration 4.8 4.9 +/- 20% to Barclays Agg
Average Quality AA AA+ A
Core Fixed Income Quality Summary Core Fixed Income Sector Summary
(Weighted average credit quality = AA) U5 Treasury
Other Mtges, _16.2% US Agenc
8% ) ~ B
Passthrough C___ Industrial,
WI% e T 14.8%

Sovereign, 1.7% Finandial, 9.3%

Utility, 3.7%

UCRP Core Fixed Income Total Risk % by Sector' UCRP Core Fixed Income Active Risk % by Sector!-?

I/ 20 -\
e 2 S

1
SS88Sx38S883gzzscz===2=2=2 SS 8888z ssz==2=2=2=2=2
T 88 5% 25 88 5L T 8B 5L T T U & L L bl S & L L SoL ua LfE oSy g
SCouwusSZFZocaoangsiE2EIocaoarasEZIRoo caltE2IZcaltEa2o scEF=22c A8
GOVT CREDIT COLL TOTAL BENCH | | GOVT CREDIT COLL TOTAL
SECTORALLOCATION AND ATTRIBUTION ANALYSIS
3 MONTHS ENDED December 31,2010

. . . . Security )
Portfolio Benchmark Active Portfolio Benchmark Active |Sector Alloc Selection Interaction Total Effect

Sector Alloc.  Sector Alloc.  Weights Return Return Returns Effect Effect Effect
GOVERNMENT 32.47% 41.05% -8.58% -1.80% -2.34% 0.54% -0.09% 0.22% -0.05% 0.26%
CORPORATE 28.94% 23.36% 5.58% -1.61% -1.86% 0.25% -0.03% 0.06% 0.01% 0.03%
MORTGAGE 38.59% 35.59% 3.00% 0.45% 0.28% 0.17% 0.05% 0.06% 0.00% 0.11%
TOTAL FIXED INCOME 100.00% 100.00% 0.00% -0.90% -1.30% 0.40% 0.10% 0.34% -0.04% 0.40%

* The UCRP and GEP Core Fixed Income Portfolios are similar in composition so this report applies to both Funds, but represents the UCRP.

1. Month-end holdings-based portfolio data used. Data, analytics source: MSCl/Barra, Inc. Effective July 1, 2009, UCRP Core Fixed Income Benchmark was
changed to Barclays Capital U.S. Aggregate from Citigroup LPF. Total UCRP bond risk as of 12/31/10 was 3.82% (annualized standard deviation) compared to the
benchmark (Barclays Capital U.S. Aggregate) total risk of 3.82%.

2. Core Fixed Income portfolio is managed in three core sectors: Government, Credit and Collateral. Total active risk is measured relative to its overall benchmark, the
Barclays Capital U.S. Aggregate Each core sector’s active risk is assessed against the corresponding Barclays Capital U.S. Aggregate sector index. Total active risk
as of 12/31/10 for the UCRP Core Fixed Income portfolio was 59 bps (annualized standard deviation).

INVESTMENT PERFORMANCE SUMMARY 8





UCRP anD GEP?

HiGH YIELD BoND PorTFOLIO CHARACTERISTICS
December 31,2010

Bank of America Merrill Lynch
UCRP High Yield Cash Pay Index Policy
Effective Duration 3.8 4.0 +/- 20% to Benchmark
Average Quality B+ B+ B

Credit Quality Exposures Top Industry Exposures
(c'zrj:lii:y VtIJ:l::t Bevr:lii;g:‘:rk Active Weight Top Industries \;IJ;::t Bevr:;;ti\;:rk Active Weight
BBB 2.96% 5.66% -2.70% Telecommunications 9.79% 8.52% 1.27%
BB 30.31% 37.86% -7.55% Catering, Leisure and Hotels 9.03% 5.98% 3.05%
B 45.89% 42.33% 3.56% Retail 6.41% 5.34% 1.07%
CCC 15.18% 11.21% 3.97% Hospitals & Healthcare 6.18% 5.77% 0.41%
Other 2.81% 2.39% 0.42% Energy 5.96% 5.09% 0.87%

UCRP Total High Yield Risk
16.0
14.0 /v
12.0
c 100
0
[¢]
< 80
fa
:g; 6.0
(%]
4.0 A
2.0
0.0 — — — —
$ 8 3 5 5 5 5 5 5 8 8 8 8 8 8 3% % 8 & & s 2 2 2 o o 9
o + 0] o) o c o ' 0] o) o = o 5 0] o o c o) 5 0] o bo! c o) b 0]
O o O Q O Q O Q O
2 0o 8 & < 3 2 0 & ¢ < 3 2 0 8 & < 2 2 0 & ¢& < =3 2 o &
Total Risk Benchmark Active Risk

* The UCRP and GEP High Yield Bond Portfolios are similar in composition so this report applies to both Funds.

Month-end holdings-based portfolio data used. Data, analytics source: MSCI/Barra, Inc. UCRP High Yield total risk as of 12/31/10 was 11.68% (annualized standard
deviation) compared to the benchmark (Bank of America Merrill Lynch High Yield Cash Pay) total risk of 11.92%. Active risk as of 12/31/10 for the UCRP High Yield
portfolio was 102 bps (annualized standard deviation).
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UCRP anD GEP?

EMERGING MARKET DeBT PORTFOLIO CHARACTERISTICS
December 31,2010

J.P Morgan EMBI Global .
UCRP Diversified Index I
Effective Duration 6.9 7.0 +/- 20% to Benchmark
Average Quality BBB- BBB- BB
Credit Quality Exposures Top Country Exposures
Credit UCRP Benchmark . . . UCRP Benchmark . .
Quality Weight Weight Active Weight Top Countries Weight Weight Active Weight
BBB 52.48% 53.96% -1.48% Brazil 9.57% 7.57% 2.00%
BB 34.74% 28.84% 5.90% Turkey 7.82% 6.84% 0.98%
B 6.25% 11.75% -5.50% Russia 7.52% 6.78% 0.74%
CcC 0.00% 0.25% -0.25% Philippines 7.37% 6.71% 0.66%
Other 3.54% 5.20% -1.66% Indonesia 7.33% 6.15% 1.18%
Mexico 6.37% 6.75% -0.38%
Columbia 4.58% 4.21% 0.37%
UCRP Emerging Markets Debt Risk
30.0
25.0
%‘Z0.0
S
B15.0
3
T10.0
50
0.0 — — T — —T— —
8 3 3 5 5 555588 388838 3 8 3 8 s 3 2 2 2 2 2 9
888 23532888 2528882535 Z2828%8%83572388
[ Total Risk Benchmark Risk Active Risk ]

* The UCRP and GEP Emerging Debt Portfolios are similar in composition so this report applies to both Funds.

Month-end holdings-based portfolio data used. Data, analytics source: MSCI/Barra, Inc. UCRP Emerging Markets debt total risk as of 12/31/10 was 6.91% (annualized
standard deviation) compared to the benchmark (J.P. Morgan EMBI Global Diversified) total risk of 7.07%. Active risk as of 12/31/10 for the Emerging Markets debt
portfolio was 103 bps (annualized standard deviation).
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UCRP anD GEP

Performance evaluation and benchmarking of Private Equity investments

The Office of the Treasurer uses industry standard metrics (Net Internal Rate of Return, or Net IRRs) to evaluate performance of
individual PE funds. Long-term (10 years) time weighted returns of the PE program are compared to relevant market indexes. The
use of Net IRRs is mandated by the CFA Institute for calculating and reporting PE performance. Meaningful performance can only be
evaluated at the end of a fund’s life. Net IRRs cannot be compared to time weighted returns (e.g., market index).

Table 1 is provided to aid in the evaluation of UCs PE program, and to supplement the time-weighted returns which have been reported
in the past (see Table 2 below). In Table 1, PE funds are grouped by Vintage Year, showing Commitments, Contributions, Distributions
and estimated remaining Net Asset Value (NAV). Performance is compared to the Venture Economics All Private Equity Universe fund
median IRR (“Benchmark”). UC Fund and Benchmark IRRs are weighted by the dollar amount of contributions into the fund (i.e., the
investment base). The column “Weighted Excess Return” is the difference between the Weighted Vintage Net IRR and the Weighted
Benchmark Net IRR, and is a measure of Fund selection skill. The last column, “Multiple” shows the ratio of Distributions + NAV to
Contributions, and is another measure of Fund value added. “Net” means net IRR to Limited Partners, i.e., after fees and expenses.

Table 1 shows data as of December 31, 2009, the latest period for which fund information is available. This information will be
updated annually.

Portfolio Summary for University of California Regents as of 12/31/2009

Table 1 " Vintage Yr |  Bench- Excess
Vintage Year Funds Commitment Contributions Distributions | Net Asset Value Ne.t IRR mar.k IRR Rf:turn Multiple
(weighted) | (weighted) | (weighted)

1978-1985 23| $114,131,631 | $(114,118,400) | $ 306,312,686 $- 15.9% 10.1% 5.8% 2.7
1986-1990 16 181,000,000 (180,238,373) 585,466,736 11,891,093 23.7% 9.8% 13.9% 33
1991-1995 16 416,540,000 (406,317,709) | 1,619,658,969 8,497,928 28.4% 12.5% 15.9% 4.0
1996-2000 32| 1,142,400,000 [ (1,062,989,594) [ 1,751,659,139 298,221,545 13.9% 4.0% 9.9% 1.9
2001-2005 64 1,867,323,729 | (1,537,909,770) 395,171,225 | 1,318,968,015 2.5% 1.7% 0.8% 1.1
2006-2009 751 3,157,948,874 | (1,232,841,982) 43,488,748 | 1,106,473,684 -3.6% -6.4% 2.8% 0.9
TOTAL 226 | 6,879,344,234 | (4,534,415,828) | 4,701,757,503 | 2,744,052,265 7.0% 1.6% 5.5% 1.6

Table 2 As of December 31, 2010 | 10 Yr Total Return Annualized
UCRP TOTAL FUND PE (incl Int’l.) 0.58%
GEP TOTAL FUND PE (incl Int’l.) 1.13%
UCRPVENTURE CAPITAL -5.07%
GEP VENTURE CAPITAL -4.43%
Cambridge Assoc. US Venture Cap Fund Index' -4.64%
Venture Economics Venture Fund Index? -4.45%
UCRP BUY OUT 7.23%
GEP BUY OUT 7.36%
Cambridge Assoc. US Private Equity Fund Index!' 8.08%
Venture Economics Buyout/and All Other Index? 9.43%

UC Data reported as of December 2010 corresponding to benchmarks as of September 2010.
The benchmarks shown in Table 2 are for informational purposes only and are not The Regent’s policy benchmark. There is no appropriate market based index which
can be used as a meaningful performance benchmark for Private Equity. This information is provided to give additional insight into Private Equity sector performance
relative to multiple performance metrics.
1. Source: Cambridge Assoc. Quarterly End to End Returns Net to LP. Index is preliminary and subject to periodic restatements.
2. Source: Thomson Venture Economics Pooled Average quarterly returns. Index is preliminary and subject to periodic restatements.
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UCRP anD GEP”

ABSOLUTE RETURN PorTFoLIO Risk CHARACTERISTICS
December 31,2010

Strategy Allocation: Policy vs Actual®
70%
60% A I Actual Wt. B Lower Range A Upper Range I
50% A
40% A
30% +—— [ ] A
20% - [}
10% - (]
0% } t t u !
Long/Short Equity Relative Value Event Driven Opportunistic
Implied Style Allocation (Systematic Exposure)?
Market Value by Strategy?
y gy 100% - =T Bills
US Long/Short _  Int'l Long /
Equity Short Global 90% - = All Other
7% 6% Long/Short .
Opportunistic 1% 80% 1 Asia L/S
7% \ Loieg;g:\rort 70% | Value Equity
Cash _— 16% 60% | Relative Value
0%
50% - Precious Metals
OtherRel._ . Distressed / = Distressed
Value Restructuring 40% 1
20% 17% 20% 4 = Macro
Fundamental 20% ™ Equity Hedge
Equity M/N Long Biased B Equity Market Neutral
1% Other Event ) 10%
Driven = Event-Driven
17% 0% -
s 5
Aggregate Portfolio Forecast Volatility (% Standard Deviation)? Return Variability vs. Benchmark
andRolling 12 Month Realized Risk and Downside Risk 7.5% -
14.0% Dashed Lines = 90% Confidence Band
@ Total Forecast Vol. 5.0% around style portfolio
12.0% . A
e Forecast Systematic Vol. A r=y %y ,"\
PP
2.5% e, \I\‘ ! N’
100% 1| s Forecast Residual Vol. "\\’l \,/' ‘\\‘: 5 A
e Realized Volatility " . ,“, Yy
0.0% #—,fl\l‘ T i U
8.0% e Reallized Downside Volatility '\'\ A '\1' ~/ ‘\ ‘. A
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* The UCRP and GEP Absolute Return Portfolios are similar in composition so this report applies to both Funds.

Notes on Guidelines as of quarter end: Gross accounting leverage of the portfolio was 1.4x, well under the Guideline limit of 4.5x. Concentration of risk in any single

manager’s portfolio does not exceed the Guideline limit of 15% of the risk budget. Aggregate forecast risk at 12/31/10 was 6.1% and Pro-forma downside risk was 5.3%

vs. Guideline limit of 5.0%. Note that both 12 month rolling realized volatility and realized downside risk increased to 6.1% and 3.3% respectively.

1. Market value in each of four broad strategies permitted in the Investment Guidelines (as amended November 12, 2008).

2. Additional detail of current investments by strategy.

3. Aggregate exposures to systematic risk factors as determined by statistical analysis and current holdings.

4. First three lines (labeled “Forecast”) is a forward estimate of risk, considering both current systematic exposures and the historical volatility of residual returns. “Real-
ized” volatility is based on prior 12 months’ returns.

5. Monthly returns compared to official, style (systematic risk) benchmarks, and HFR Fund of Funds median return.

Note: Performance benchmark changed March 1, 2009 from Tbills +450 bp to 50% HFRX AR Index + 50% HFRXMD Index. the new benchmark is shown in Charts 4
and 5 as if it had been in place during the entire period.
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UCRP

PrIVATE REAL ESTATE PorRTFOLIO Risk CHARACTERISTICS
December 31,2010

Strategy Allocation: Policy vs. Actual®
70.0%

60.0%

50.0%

40.0% I

30.0%

20.0%

10.0%

0.0%

-10.0% Core Enhanced High Return Public Securities
B Current <Target = Minimum X Maximum

UCRP Property Type Diversification UCRP Geographic Diversification

Other?216.6% Northeast

10.6%

International
209% 3

___Mid-Atlantic
8.8%

Hotel 12.8%

- Midwest 10.5%

Retail 11.1% i 9
Office 28.6% Southeast 9.4%
Pacific31.1%

Industrial 10.0% Southwest 4.9%

Mountain 3.9%

UCRP RE Returns
10.00
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0.00 - —_—— //
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-15.00 @ Benchmark4

-20.00

-25.00
n wn w N W W W O I~ I~ I N 00 0 W 0 OO O o o O O O o
@ 222 QYIPIIIL QeI P Q Q@ 9 G o
5 558555855585 5588s55838¢865s55%¢8
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. Compliance with these guidelines shall not be required until a sufficient number of investments have been made.
. UCRP Property Type Diversification: “Other” includes student housing, senior housing, self-storage, debt investments, land and entity investments.
. Real Estate Return is as of 9/30/2010 (One-quarter lagged). UCRP Performance includes private investments in open-end and closed-end funds, and separate accounts

with core, enhanced and opportunistic strategies.

. Performance benchmark: The NCREIF Property Index is the benchmark from October 1, 2004 through September 30, 2008. Performance benchmark changed in

October 1, 2008 with the NFI-ODCE and the UCRP closed-end portfolio return, weighted in proportion to UC’s open-end and closed-end components of UCRP’s
Portfolio.
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APPENDIX |
|

Policy Benchmarks

UCRP since 1012010
Asset Class Benchmark Component Percentage
U.S. Equity Russell 3000 TF 31.0%
Non-U.S. Equity Developed MSCIWorld ex-U.S. (net dividends) TF 22.0%
Emerging Market Equity MSCI Emerging Market (net dividends) 4.0%
Global Equity MSCI All Country World Index Net - IMI - TF 2.0%
U.S. Core Fixed Income Barclays Capital U.S.Aggregate Bond Index 12.0%
High Yield Debt Merrill Lynch High Yield Cash Pay Index 2.5%
Emerging Market Debt J.P.Morgan Emerging Market Bond Index Global Diversified 2.5%
TIPS Barclays Capital TIPS 8.0%
Private Equity Actual PE Returns 6.0%
Absolute Return 50% HFRX Absolute Return Index + 50% HFRX Market Directional Index 5.0%
Real Assets Commodities: S&P GSCI Reduced Energy Index;All Other:Actual Portfolio Return 0.5%
Opportunistic The Regents’ general investment consultant will establish an appropriate individual

benchmark after the investment is chosen but before funding the investment 0.5%
Real Estate (Public and Private) Public: 50% times the FTSE EPRA NAREIT US Index plus 50% times the 4.0%

FTSE EPRA NAREIT Global ex-US Index and Private: Open End = NCREIF Funds

Index-Open End Diversified Core Equity (lagged 3 months);

Closed end = Actual Closed End Return

Policy Benchmarks prior to periods shown above are available on line at http://www.ucop.edu/treasurer/invinfo/Benchmarks.html
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of February 25, 2011

AGENDA ITEM A

UC Post-Employment Benefits - Update

Gary Schlimgen, Director of Pension and Retirement Programs, will provide an update on post-
employment benefits (PEB) developments that have occurred since the UCRS Advisory Board
(Board) met in November 2010.

The PEB update will include a summary of the special Regents meeting held in December 2010
during which the PEB recommendations made by the President were approved by The Regents.
Additionally, the implementation issue of which UCRP formula should be applied
(prospectively) for a former member who is rehired on or after July 1, 2013 will also be
addressed.
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HUMAN RESQURCES

Meeting of February 25, 2011

AGENDA ITEM B

UCRP - March 2011 Regents ltem - Additional Contributions Towards the Annual Required
Contribution

Chief Financial Officer Taylor and Associate Director Anguiano will provide an overview of an
item that is scheduled to be presented to The Regents in March 2011 which seeks to provide the
President with additional flexibility for making asset transfers to the University of California
Retirement Plan (UCRP). The goal of the President’s asset transfers would be to pay the
unfunded portion of UCRP’s Normal Cost as well as the interest on UCRP’s unfunded liability,
which was characterized at the November and December 2010 Regents meetings as a modified
annual required contribution or “modified ARC” payment.

It is envisioned that the President will authorize modified ARC payment to UCRP totaling
almost $2 billion over the approved UCRRP contribution levels over the next two years. This
additional funding will not only reduce UCRP’s unfunded liability and improve its funded status,
it may help to reduce the amount of future UCRP employer contributions and eliminate the need
to report underfunding on the University’s annual balance sheet, as required by Governmental
Accounting Standard Board provisions.
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Meeting of February 25, 2011

AGENDA ITEM C

UCRP - Discussion of Pension Reform Developments in California

Vice President and Associate Actuary John Monroe of the Segal Company (The Plan’s
Consulting Actuary) will lead a discussion on accounting and other financial developments
within California related to public pensions and pension reform. The discussion will include an
overview of recent measures taken by some public retirement systems in California as well as
pension related proposals endorsed by Governor Brown.

Attachment
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California Actuarial Advisory Panel (CAAP)
..

» Creation recommended by the Governor’'s Public Employee Post-
Employment Benefits Commission

»Responsibilities of panel include:

e Defining the range of actuarial model policies and best practices for public
retirement plan benefits, including pensions and other postemployment benefits

e Developing pricing and disclosure standards for California public sector benefit
improvements

e Developing quality control standards for California public sector actuaries
e Gathering model funding policies and practices

e Replying to policy questions from public retirement systems in California
e Providing comment upon request by public agencies

»Panel consists of 8 actuaries appointed by specified entities
e Paul Angelo was appointed by UC

TSEGAL 2





Topics Covered
|

»Comparison of selected California public retirement systems

»Accounting/financing issues including:
e Moody’s treatment of unfunded pension liability like bond debt

e Orange County Employees Retirement System (OCERS) “self borrowing”
financing

e Fitch ratings newsletter on public pensions obligations

»Pension reform in California:
e Orange County as a sample of combination DB-DC plan
e LA City plans
e Schwarzenegger’'s 2010 pension reform deals with various bargaining units
e Proposals from Governor Brown
e Proposals from the California Foundation for Fiscal Responsibility (CFFR)
e Legislative Analyst’'s Office (LAO)

»Budget gap/Brown proposal/special election for tax extension

TSEGAL 3





Comparison of California Public Retirement Systems

CalPERS
State Misc.
UCRP First Tier CalSTRS OCERSY LACERS
2009
2011/2012 2010/2011 Valuation 2011/2012 2011/2012
Total Normal
Cost 17.6% 14.4% 17.3% 24.4% 16.7%
Employer 8.25% +
Cont. Rate 7.0% 17.5% 4.5% State 30.1% 21.2%
Employee
Cont. Rate® 3.5% 8.0% 8.0% 10.8% 7.00%
Investment
Return
Assumption 7.50% 7.75% 7.75%® 7.75% 8.00%
Coordination
with SS Yes Yes No No No

) OCERS includes Safety members

(2 Subject to collective bargaining, excludes any applicable offsets and either most common or avg rate

®) CalSTRS investment return assumption was adopted in December 2010 for use in July 2010 valuation
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Accounting/Financing Issues — Moody’s
|

»Moody’s has begun treating unfunded pension liability like bond debt
o Combined net tax-supported debt and unfunded pension liability for U.S. states
e Pensions were previously factored in their analysis of states separately

e Pension funding pressures continue to have negative impact on state credit quality
— Moody’s recognizes that reported pension liabilities may be understated

o States with highest combined debt as a share of GDP:
— Hawaii, Mississippi, Connecticut, West Virginia and Massachusetts
— Similar states with highest combined debt as per capita
— Some of these states have higher credit ratings because of sound budgets and
strong tax bases
e Some states with lowest credit ratings - lllinois and California - rank 8th and 22nd
In terms of combined debt as a percent of GDP
— lllinois has relatively little debt, but large unfunded pension liability
— California is the largest borrower of debt, but its pension funds are in better
shape than lllinois

o States as a group are highly rated because of their control over revenue and
spending that may help address recent growth in pension liabilities

*SEGAL s





Accounting/Financing Issues — Orange County

»OCERS “self borrowing” financing
e County sells taxable pension-obligation notes maturing in 16 months to Orange
County Investment Pool
e Proceeds from sale would be used by County to make its annual pension fund

payment ahead of schedule
— Quialifying for a discount based on 7.75% per annum
— Pay lump sum at March 15, 2011 instead of installments during 2011/2012

» $307 million on March 15, 2011 versus $327 million during 2011/2012

e Similar to STIP borrowing in many ways
— One difference may be that STIP borrowing is paid back over a longer term

T SEGAL





Accounting/Financing Issues — Fitch
..

» Fitch ratings agency

e “One size does not fit all”
— Recognizes that each plan and government’s situation is different

e Vast majority of governments will withstand pressures from pension obligations
— May mean taking difficult steps to adjust contributions and/or benefits

e Long-term nature of governments and tax bases
— There is time to implement changes to control long-term liabilities
— Beneficial impact will also be recognized over an extended period
o Greatest risk are those with large unfunded liability who have not been
contributing ARC
— Some plans are below 70% funded (after recognizing deferred losses)
— However, ARC payments are made and on path to 100% funding
— Other plans have high funded level, but ARC is growing to unsustainable level

e Long-term discount rate of 8% on average is “aggressive”
— Estimating size of plans’ liabilities under alternative discount rates
— However, long-term returns close to treasuries are unrealistic

TSEGAL 7





Pension Reform in California - City and County
..

»OCERS
e DB-DC combo tier adopted in 2010
e New hires have choice of old tier (DB only) or new tier (DB-DC combo)
e DB-DC combo new tier shifts some of the risk from employer to member

»LA City plans

e LA Fire and Police
— Madifications to:
» Retirement factors (age factors)
» Final salary period
» Member contributions toward retiree medical
— Must be approved by LA voters on March ballot

o LA City
— Various proposals still under discussion
»Other systems
e Some are considering new tiers and/or higher member contributions
e Few may consider modifications to funding policies
o Layoffs, salary and other budget controls
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Pension Reform in California - CalPERS and Brown Proposals
|

»CalPERS

o Agreements with many bargaining units in 2010
e Generally rolls back benefits to pre-SB 400 (2% @ 60 formula)
e Member contribution rate generally increases to 8% to 10% of pay

»Governor Brown proposals
e While campaigning -
— Increase member contributions for current and new employees
— Increase retirement age for new hires
— Eliminate spiking by removing bonuses, overtime and unused vacation
— Use a three-year final average salary
— Cap payment at “reasonable” level (undefined)
— Bar retroactive payments if benefits enhanced
— Ban contribution “holidays”

e While Governor, many of the above plus -
— Longer vesting periods and more member contributions for retiree health
— Monitoring by state finance director of earnings forecasts and investments
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Pension Reform in California - CFFR Proposals
-

» California Foundation for Fiscal Responsibility (CFFR)

»Drafted two alternative pension reform proposals and a set of
reforms that work with both alternatives
e Reform initiatives planned for June 2012 ballot
e Constitutional amendment would be necessary to enact these reforms
e Would apply to all public pension systems in California

» Alternative A

e Members pay half the normal costs for both retirement and retiree health
e Public employers may not contribute member’s share of costs

o Defined retirement benefits shall not exceed median statewide household income
($56,344 in 2009) for new hires on or after July 1, 2013

o Defined Contribution (DC) plan available for new hires on or after July 1, 2013
— No lifetime or formula retiree medical benefits prior to age 65 for new hires
— Life insurance and disability benefits provided through insurance polices, etc.

o Contribute full actuarial cost of pension and retiree medical benefits no later than
January 1, 2020 without increasing taxes for this purpose FSECAL 10





Pension Reform in California - CFFR Proposals
-

» Alternative B
e Freeze current Defined Benefit (DB) plans at state and local government agencies
o Amend State Constitution to declare level of UAAL in DB plans a fiscal emergency

e Suspend further accruals to plan that are less than 90% funded until funding
above 100% is maintained for three consecutive years

e Accrual rates of 1.25% at 65 until current plan is unfrozen (1.6% at 55 for Safety)
— Same accrual rates apply to new hires (max of $40k annually — adjusted 2%/yr)

e All employees would have access to DC plan with match up to 5% of salary
e Some conditions on member and employer contributions from Alternative A apply

TSEGAL 1





Pension Reform in California - Legislative Analyst’s Office
|

»Pension reform recommended due to problems with current system
e Not fully funding costs as they accrue/deferring costs to future generations
o Inflexible benefits — despite the need for state and local fiscal flexibility
o Employers and taxpayers bear almost all of the financial risk
o Employer costs subject to considerable volatility
e Defined benefits are very generous

»Options for the future
e Programs with more cost sharing (“hybrid”, but really DB-DC combo)
e End retroactive retirement benefit increases
e Pay costs as they accrue
e Clarity about employer obligations (at hire know which benefits can be modified)

»*“...And for the UC retirement benefits, there is probably the likelihood that the state
would need to resume voluntarily glvm%_UC funding to help it address its unfunded
liabilities within a few years. As a condition of providing that money, the state can
s*oemfy that UC employees in the future will only receive the types of benefits
allowed for the state, and local, and school district employees as well...”
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Budget Gap/Brown Proposal/Special Election for Tax Extension
-

»Current projected California 18-month budget gap ~ $25 hillion

»Governor Brown budget proposal needs legislative simple majority
to pass (Prop 25)

»However, due to Prop 26, all fees and taxes must be approved by a
2/3 vote of the legislature

e Governor Brown has called for a special election to extend the temporary taxes,
which requires a 2/3 vote of the legislature. A simple majority of voters is required
for the tax extension to pass

"SEGAL 13
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University of California

UCRS Advisory Board

HUMAN RESOURCES

Meeting of February 25, 2011

AGENDA ITEM D

UCRS Advisory Board - Suggested Handbook Amendments Related to Board Participation and
Procedures - Update

As a follow-up to item C from the Board’s November 2010 meeting, the sub-committee of Board
members assigned to draft proposed changes to the Board Handbook related to Board attendance,
participation and procedures will present their proposed Handbook revisions (attached) to the
Board for review and approval. The sub-committee is comprised of Chair Oakley, Vice Chair
Sandbrook and members Piper, Gade and Duckett.
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FOREWORD

Purpose of the University of California Retirement System
Advisory Board Handbook

The purpose of this handbook is to provide a reference to members of the University of
California Retirement System Advisory Board (UCRS Advisory Board) regarding the
mission and goals, responsibilities and organization of the UCRS Advisory Board. The
handbook also contains the procedures adopted by the UCRS Advisory Board.
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MISSION AND GOALS OF THE UNIVERSITY OF CALIFORNIA RETIREMENT
SYSTEM

The University of California Retirement System (UCRS) includes the University of
California Retirement Plan (UCRP), the Defined Contribution Plan, the Tax-Deferred
403(b) Plan and the 457(b) Deferred Compensation Plan and the PERS Plus 5 Plan.
The mission of UCRS is to promote and administer an equitable and financially sound
program of retirement, disability, and death benefits for participating employees,
retirees, and their beneficiaries. The goals are, where possible, to enhance benefit
programs equitably while supporting the maintenance of any underlying trusts at a
sufficient level to provide present and future payments to plan members and their
beneficiaries.

Purpose of the University of California Retirement System Advisory Board

The UCRS Advisory Board develops ideas or new approaches to the provision of
UCRS benefits and discusses concerns relating to all members, participants and their
beneficiaries. The UCRS Advisory Board exchanges ideas with the President of the
University and the Associate Vice President, Human Resources and Benefits, who
serves as the Plan Administrator of the UCRS plans.

The UCRS Advisory Board is advisory in nature and its members are not fiduciaries.
The Regents, the Plan Administrator and the Office of the Treasurer of The Regents are
designated Plan fiduciaries. The Regents have broad oversight responsibility for the
administrative and investment functions of the UCRS plans and have delegated primary
authority for administrative functions to the Plan Administrator and primary authority
for implementing investment policy to the Office of the Treasurer.

Responsibilities of the University of California Retirement System Advisory Board

The UCRS Advisory Board may:

@) evaluate pertinent regulations and interpretations as are reasonable or necessary
for the effective operation of the UCRS plans;

(b) assess the quality of service provided to members, their beneficiaries, and

eligible survivors, and provide feedback to the President of the University and
the Plan Administrator regarding such matters;
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(©

(d)

©)

July 2010

discuss the formulation of goals and objectives, long range improvement, the
development of policy, and the setting of priorities for the UCRS plans and

provide information to the President of the University and the Plan
Administrator;

review the benefit structure of the UCRS plans and develop concepts for
benefit changes; and

discuss other matters referred to the UCRS Advisory Board.
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UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
ADVISORY BOARD PROCEDURES

The UCRS Advisory Board shall establish its own procedures, as outlined in this
handbook.
Rules of Order

The UCRS Advisory Board has adopted the most recent addition of Robert's Rules of
Order, Newly Revised, to govern its proceedings.
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ORGANIZATION OF THE UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM ADVISORY BOARD

Membership

The UCRS Advisory Board shall consist of eleven members; nine who are active
members of the University of California Retirement Plan (UCRP) and two retired
members of UCRP who serve as ex-officio members based on their position as Chair of
a UC retiree association. The eleven members shall include:

@) an Officer of the University appointed by the President of the University;

(b) three additional persons appointed by the President of the University;

(c) the Office of the Treasurer designee;

(d) two persons selected by the Academic Senate from the ten University
campuses;

(e) two persons from different University locations, who are not members of the

Academic Senate, elected by those active members of UCRP who are not
members of the Academic Senate; and

()] two retired UCRP members currently serving as Chair of the Council of University of

Due to a potential conflict of interest, University of California Office of the President
employees who, in their job functions, are either engaged in making UCRS policy or
work in a department where UCRS policy is made, or who are engaged in providing
legal advice to the UCRS plans are ineligible for initial or continuing membership on
the UCRS Advisory Board. For the same reason, all employees of the Offices of
Internal Audit at each of the campuses, laboratories and the Office of the President are
also ineligible for initial or continuing membership on the UCRS Advisory Board. This
policy does not, however, apply to either the UCRS Advisory Board officer appointed
by the President or the Office of the Treasurer designee. In the event of a question of
eligibility status, determination of eligibility shall be made by the UCRS administration
staff. An appeal of the determination may be made to the President of the University or
the President’s designee, whose decision shall be binding and final.
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With the exception of the officer of the University and the Office of the Treasurer
designee, a UCRS Advisory Board member who subsequently accepts a position that
constitutes a potential conflict of interest must terminate his or her term on the UCRS
Advisory Board at least one day prior to assuming the position in question.

The persons appointed to the UCRS Advisory Board by the President shall serve at the
discretion of the President. The Office of the Treasurer designee shall serve by virtue
as the delegated representative for the Office of the Treasurer.

The normal term for UCRS Advisory Board members selected by the Academic Senate
and elected UCRS Advisory Board members is four years, and shall expire on June 30
of consecutive years. The maximum period of time such members may serve shall be
two consecutive terms. With the exception of the Officer of the University, the Office
of the Treasurer designee and the retired ex-officio members, UCRS Advisory Board
members who retire during their terms may serve the remainder of their terms. When a
UCRS Advisory Board member does not complete the four-year term for any reason,
his or her term of office will be filled as follows:

= If the vacating member was a Presidential appointee, the President will appoint a
replacement member.

= |f the vacating member is the Office of the Treasurer designee, Office of the
Treasurer designee will designate a replacement.

= |If the vacating member is an Academic Senate representative, the Academic
Senate will appoint a replacement member.

= If the vacating member is an elected member, the position will be filled by the
candidate who received the next highest number of votes in the most recent
election, provided the candidate is an active member of UCRP and meets all
other eligibility requirements.

Each retired ex-officio member shall serve a term on the UCRS Advisory Board that
coincides with his or her term as Chair of CUCEA and/or CUCRA, respectively.

UCRS Advisory Board Officers

The officers of the UCRS Advisory Board shall be the Chair and the Vice Chair.

Election of Officers
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At their last meeting of each fiscal year, the UCRS Advisory Board members shall elect
a Chair and Vice Chair who shall take office on July 1 and serve a one-year term. Only
UCRS Advisory Board members who have a remaining UCRS Advisory Board term of
at least one year may be nominated for the positions of Chair and Vice Chair. The
Chair and/or Vice Chair may be elected to a second one-year term but shall not serve
as Chair or Vice Chair for more than two consecutive terms. Retired ex-officio
members are not eligible to hold the position of UCRS Advisory Board Chair and/or
Vice Chair but may nominate candidates and vote in the election.

Except as otherwise noted in this Handbook, the election process will be conducted in
accordance with Robert’s Rules of Order. Approximately one month before the last
meeting of the fiscal year, a member may nominate eligible candidates (which may
include the nominating member) for the position of Chair and Vice Chair, after
verifying a nominee’s willingness to serve. Members may each nominate a maximum of
two candidates per office and a candidate may not run for both Chair and Vice Chair in
the same election. A staff member designated by UCRS administration will collect all
nominations and prepare a nomination packet which shall be distributed to UCRS
Advisory Board members one to two weeks prior to the last meeting of the fiscal year.

The voting process for electing the Chair and Vice Chair will be conducted during the
last meeting of the fiscal year in accordance with a method described in Robert’s Rules
of Order, at the Chair’s discretion. In the event that only one member has been
nominated for each position, the Chair will normally conduct the election by voice vote.
If a UCRS Advisory Board member is unable to attend the last meeting of the fiscal
year, the member may provide his or her votes to UCRS Administration prior to the
meeting so they will be recognized in the election. Results will be announced by the
close of the meeting.

Duties of UCRS Advisory Board Chair

The Chair of the UCRS Advisory Board shall:

@) consult with the President or President's designee and the Plan Administrator
on items of importance for the UCRS Advisory Board,;

(b) conduct all UCRS Advisory Board meetings;

(c) consult with UCRS Advisory Board members and a staff member designated
by UCRS administration;
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(d) communicate the UCRS Advisory Board's activities to the President or
President's designee and the Plan Administrator as appropriate;

(e) coordinate with a staff member designated by UCRS administration concerning
reports and projects for the UCRS Advisory Board;
() develop meeting agendas in coordination with the Vice Chair, members of the

UCRS Advisory Board, the President's designee, the Plan Administrator and a
staff member designated by UCRS administration; and

(9) {g)appoint Work Groups and their Chairs, subject to UCRS Advisory Board-
approval.

(h) Communicate with all members of the Advisory Board at the start of each
academic year, as described in the section of this Handbook entitled “Calendar.”

Duties of UCRS Advisory Board Vice Chair

In the absence of the Chair, the Vice Chair of the UCRS Advisory Board shall preside
at the meetings and fulfill all responsibilities normally assigned to the Chair.

Work Groups

UCRS Advisory Board Work Groups may be established on the determination of the
UCRS Advisory Board Chair in order to assist the UCRS Advisory Board in carrying
out specific functions. Composition, charge and scope shall be determined by the Chair,
in consultation with UCRS Advisory Board staff and others as appropriate, on the
UCRS Advisory Board's behalf and subject to its approval.
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UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
ADVISORY BOARD MEETINGS

| The UCRS Advisory Board shall meet at least three er—feour times a year. In addition,
special meetings may be called and, when necessary, other communication media such
as video-conferencing, conference calls, electronic mail and fax transmittals shall be

utilized. ha -, Advisorv—Board—and ViV/a oUbsS—ma\ hoose—to—cond

incl ion. iscretion_of the Chair.

Location

Meetings of the UCRS Advisory Board will generally be held at the Office of the
President in Oakland, California.

Meeting Notification and Member Attendance

Notice of all UCRS Advisory Board meetings and UCRS Advisory Work Group
meetings will be prepared and distributed by a staff member designated by UCRS
administration approximately ene—to two weeks before each meeting in order to
determine attendance and participation in the meeting. ~All UCRS Advisory Board
members are expected reguired to attend UCRS Advisory Board meetings in person or
via video-conference or teleconference. Substitutions or proxies are not permitted. If a
member is scheduled to be a presenter of a particular agenda item but is unable to
participate in the meeting, the presentation may be made by another individual,
following advance notification to the Chair. UCRS Advisory Board members are listed
in Appendix A, as it may be amended.

| Meeting Agenda and-Minutes
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The Chair, in consultation with staff, shall prepare and authorize for distribution the
agenda and related agenda materials for the scheduled meeting not less than four
business days in advance of the meeting date (e.g., for a meeting scheduled on a
Friday, the agenda should be distributed not later than the preceding Monday). Said
agenda shall be made available on the Advisory Board’s website, including all agenda
materials distributed to Advisory Board members except those deemed confidential by
the Chair. Once the agenda and related materials have been distributed or posted, any
additional materials proposed by members of the Advisory Board or by other
individuals for distribution to the Advisory Board members need to be received by staff
not later than 10am prior to the date of the meeting for review by the Chair and, as the
Chair directs, distribution to the members, including those who will be participating by
telephone or videoconference. Distribution of materials received later than this 24-hour
advance deadline will be at the discretion of the Chair.

Should any member of the Advisory Board wish to request a particular matter to be
included in the agenda of the next meeting, the member shall send such request to the
Chair, with copy to staff, not less than ten (10) days in advance of the meeting date.

ant to-each = Adviso d-membe ne to-tHwo
weeks—before—each—meeting. The agendas for each meeting may include regularly
scheduled annual items, such as the review of actuarial and financial reports, as well as
new or ongoing issues related to UCRS which may be of interest or concern to the
UCRS Advisory Board.

Meeting Minutes

Staff shall prepare draft minutes of all open meetings of the Advisory Board and shall
normally submit such draft minutes to the Chair within 28 calendar days after the date
of the meeting. Once approved by the Chair, staff shall include the draft minutes in the
agenda of the next regularly scheduled meeting as an item for review and adoption by
the Advisory Board. Following adoption by the Advisory Board, the approved
minutes and the agenda for the meeting shall be posted on the Advisory Board’s
website.

Minutes shall not be taken of closed or executive sessions of the Advisory Board.

Copies of any memoranda from the Chair to the University President providing
accelerated communication as to the discussion at an Advisory Board meeting will not
normally be posted on the Advisory Board’s website, unless otherwise directed by the
Chair in her/his discretion.
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Invited Guests

. | Addressi . |

Specific individuals other than Advisory Board members or members of the Office of
the President and Office of General Counsel who serve as staff to the Advisory Board
may be called upon by the Chair to participate in the presentation of one or more
agenda items. Such individuals, if they are directly involved in the presentation of the
agenda item, are deemed to be “invited guests.” The Chair must approve in advance
the attendance and participation of any invited guest, whose invitation has been
recommended by an Advisory Board member or by staff.

The participation of an invited guest is generally expected to be in-person; in
exceptional circumstances, the Chair may permit the participation of an invited guest in
the presentation of an agenda item via telephonic or video conference.

Observers

It is the general practice of the Advisory Board to conduct its regular business meetings
and special meetings in open session. Individuals other than: (a) Advisory Board
members; (b) staff; and (c) invited guests may attend Advisory Board meetings and be
present in the meeting room, subject to capacity limitations. Such individuals are
deemed to be “in-person observers.” Advisory Board members may encourage
representatives of their constituent groups to be observers, but no special privileges
shall be provided to such individuals. Preference for seating capacity will be extended
to in-person observers who notify staff in advance in writing, by letter or by Email, of
their intention to attend. Notifications sent via U.S. mail should be addressed to:

University of California
Retirement Policy and Planning
Office of the President

300 Lakeside Drive, 5" floor

Oakland, CA 94612-3557

July 2010 14
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If necessary, available seating shall be allocated in the order in which such notifications
were received by staff.

Individuals who wish to listen to the proceedings of the Advisory Board in open session
are deemed to be “telephonic observers.” It is the general practice of the Advisory
Board to permit dial-in access by telephonic observers, subject to the discretion of the
Chair not to provide such access. When dial-in access is permitted to telephonic
observers, such access will be terminated during any portion of the meeting in which
the Advisory Board meets in closed or executive session.

The Office of General Counsel has determined that State law pertaining to open meeting
procedures does not apply to advisory board meetings in the University of California
governance system. While the general practice of the Advisory Board is to conduct its
regular business meetings and special meetings in open session, the Chair has discretion
to call for a closed or executive session at any time for the consideration of any agenda
item or topic, particularly if the item or topic and related materials have not been made
available to the general University community or general public beforehand by the
Office of the President and for which the views of the members of the Advisory Board
members have been requested as to the substance or process of such possible broader
distribution.

For closed session, only Advisory Board members, staff and invited guests directly
involved in the agenda item or topic under discussion shall be present or may
participate by telephone. For executive session, only Advisory Board members shall be
present or may participate by telephone, subject to the discretion of the Chair to invite
additional participants as circumstances warrant.
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Public Comment Period

[Formatted: Font: Bold

A Public Comment period, not to exceed 30 minutes, shall be scheduled at the start of
each meeting of the Advisory Board. Both in-person and telephonic observers who
wish to make a statement, present a question, or suggest a particular topic for
consideration not on the agenda for that meeting may participate in the Public Comment

period.

Such observers wishing to utilize the Public Comment period are encouraged to notify
staff at least 48 hours in advance of the meeting. The order of participation by
observers in the Public Comment period shall be in the chronological order of requests
received by staff.  Observers who submit their requests after the 48-hour advance
notification deadline or who sign up for the Public Comment period on the date of the
meeting will be extended the opportunity to speak in the Public Comment period, if
time permits within the overall 30-minute period and at the discretion of the Chair after
all observers, either in-person or telephonic observers, who complied with the advance
notification deadeline have been heard.

Any one observer shall be limited to not more than 15 minutes. If more than two
observers wish to make a statement during the Public Comment period, the Chair shall
inform all observers that their time will be less than 15 minutes and specify the
maximum amount of time available for each observer, as determined by the Chair.

Business Meeting

July 2010 16
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The Chair shall commence the business meeting of the Advisory Board upon the
conclusion of the Public Comment period. During the business meeting, all
presentations, discussions and questions shall be limited to the members of the
Advisory Board and any invited guests with respect to the agenda item(s) with which
they are directly involved. The Chair shall begin each business meeting with a
statement to this effect.

In_consideration of any topic on the agenda of the Advisory Board meeting, all
Advisory Board members shall be mindful of the guidelines outlined by the Office of
General Counsel in the memorandum dated October 18, 2010, from Managing
University Counsel Allison Woodall, a copy of which is appended hereto in Appendix
C and incorporated by reference.

During the course of the business meeting, an in-person observer may request
permission from the Chair to make a comment or ask a question of the members of the
Advisory Board or the invited guest(s) regarding a particular agenda item. The Chair
shall exercise reasonable discretion in granting permission to the in-person observer to
make her/his statement or ask her/his question. The Chair may either decline
permission or set a time limit on such request if needed in the context of the overall
agenda and time constraints for the conclusion of the agenda for the business meeting.
The Chair may request that an in-person observer excuse herself/himself from the
meeting room if the in-person observer does not comply with the decision or instruction
set forth by the Chair, including an instruction by the Chair that the in-person wait until
the conclusion of the business meeting to pursue her/his question/comment with a
particular member or invited guest. If necessary, the Chair may call for a recess or
adjourn the meeting.

During the business meeting, telephonic observers may generally not ask the Chair for «—

the opportunity to make a comment or present a question in order to maintain an
orderly discussion during the business meeting. Exceptions to this restriction may be
granted by the Chair, if notified in advance of the request.

Communications to the President

The Chair, at her/.his discretion or upon request by a majority of the members of the
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Advisory Board and as circumstances warrant, may send a written memorandum, by
letter or Email, to the President of the University, to report on an accelerated basis the
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views of the members of the Advisory Board on any matter(s) discussed at a meeting
that are of immediate and pressing importance. Copies of any such memorandum shall
be sent promptly to all members of the Advisory Board. The communication of such
memoranda in urgent circumstances is not intended to replace the formal minutes of the
completed meeting referenced in the memorandum, and such minutes shall be prepared
by staff as described in other provisions of this Handbook.

When the Chair has sent such a memorandum to the President, any member of the
Advisory Board may send to the President, with copy to all other Advisory Board
members, a supplementary memorandum stating the personal views of such member
on the matters discussed in the Chair’s memorandum to the President. In order to
avoid diffusion of the Advisory Board’s communication of its views to the President,
such supplementary memoranda should be sent only when the views thus

[Formatted: Font: Not Bold, No underline

communicated were omitted from or vary significantly from the Chair’s report to the
President of the views of the members of the Advisory Board.

Quorum

Five members shall constitute a quorum.
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REPORTS

The UCRS Advisory Board will be kept informed of developments within the
University and within state and federal governments that may significantly affect the
UCRS plans.

Annual actuarial and financial statements of UCRS plans will be presented to the UCRS
Advisory Board, generally at its first meeting of the fiscal year. Additionally, actuarial,
experience and other UCRS studies produced on a multi-year or ad hoc basis will be
presented to the UCRS Advisory Board.

Appropriate discussions and ideas from the UCRS Advisory Board will be reported to
the President and the Plan Administrator.

The list of standing reports and presentations that are regularly scheduled for a
particular meeting of the Advisory Board each year is provided in Appendix D. This
list shall be periodically reviewed by the Advisory Board, as circumstances
WARRANT, for schedule changes, additions, or deletions.
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COMMUNICATIONS TO THE UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM ADVISORY BOARD

Faxes, telephone calls, letters, etc. to the UCRS Advisory Board may be sent to the
Director, Retirement Policy and Planning, 300 Lakeside Drive, 5th Floor, Oakland,
CA 94612-3557. Draft responses and letters will be compiled for the UCRS Advisory
Board's review between meetings. Responses to communications sent to the UCRS
Advisory Board will be acted upon by the Chair or the Chair may delegate
responsibility for researching and drafting a response to UCRS Advisory Board staff.
Responses to such communications may be distributed to the UCRS Advisory Board at
the discretion of the Chair after consultation with UCRS Advisory Board members, as
appropriate.
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REIMBURSEMENT OF NECESSARY EXPENSES

The members of the UCRS Advisory Board shall serve without compensation but shall
be reimbursed for necessary travel expenses incurred through service on the UCRS
Advisory Board.
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ANNUAL CALENDAR

Meetings will begin at 10:00 am and continue until 2:00 pm, and will generally include
lunch. At its last meeting of the fiscal year, the UCRS Advisory Board will establish
its meeting schedule for the next fiscal year. The meetings, which are held at least three
times a year, are generally scheduled as follows:

o Late November or early December
o Late March or early April
¢ Late June
The Chair and the Vice-Chair of the Advisory Board are generally expected to meet

with staff at 9:30am on the day of the meeting to review the agenda, additional
materials, late signup requests, etc.

At the discretion of the Chair, the March-April meeting may be held by teleconference. The+

[Formatted: Font: Times New Roman

November-December and June meetings are expected to be in-person meetings. The decision as
to whether the March-April meeting is to be held by teleconference should normally be made not
less than 21 days in advance of the scheduled date of the meeting in order to avoid Advisory
Board members making unnecessary travel arrangements.

During the first two weeks of July of each year, the Chair elected at the last meeting should
ordinarily send a memorandum to all continuing and new members of the Advisory Board to

inaugurate the coming academic year’s activities and to provide all members with a current
roster of Advisory Board members and the key staff supporting the Advisory Board.

Staff shall separately send by July 31, or otherwise within 30 days of appointment/election to the
Board, all new members of the Advisory Board, via U.S. mail and in printed form, the following
documents for orientation purposes:

e A copy of the UCRS Advisory Board Handbook and appendices; -

e Copies of all agenda and copies of all approved minutes of meetings held during the
preceding academic year (i.e., July 1 through June 30);

e Copies of the most recent Annual Financial Report of the UC Retirement System:;

e A list of all other publicly-published reports presented to the Advisory Board during the
preceding year; and

e Copies of all written reports sent by the Advisory Chair to the President during the

preceding year.

Following receipt of such materials by the new member(s), staff shall contact each new member

[Formatted: Indent: First line: 0"
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individually and provide further orientation and information as desired by the new member(s).
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of February 25, 2011

AGENDA ITEM E

UCRS Advisory Board — Election of Staff Members

This item provides an update on the UCRS Advisory Board election for the two staff seats
currently held by Tricia Heimstra, UCSB Interim Human Resources Director and John
Sandbrook (Retired), UCLA. The new UCRS Advisory Board members’ terms will begin on
July 1, 2011 and end on June 30, 2015. The UCRS Advisory Board election nomination period
will begin March 25, 2011. The nomination period closes on May 6, 2011. Election information
and nomination materials will be available on the Human Resources and Benefits website:
http://atyourservice.ucop.edu.

All Active UCRP Members are eligible to submit their nominations for candidacy, with the
exception of Academic Senate members and employees in the Office of the President, who in
their job functions are either engaged in making UCRS policy or work in a department where
UCRS policy is made. Employees who are engaged in providing legal advice regarding UCRS
policy and employees in the offices of Internal Audit are also ineligible for Board membership.
All Active Members of UCRP who are not members of the Academic Senate are eligible to vote
in the election.

Note that this election is for two active staff (non-Academic Senate) members. As there are now
designated retirees on the UCRS Advisory Board, if an elected active staff member separates
from service or retires, the position will be filled by the candidate who received the next highest
number of votes in the most recent election, provided the candidate is an active member of
UCRP and meets all other eligibility requirements.

Process

Eligible employees who are interested in running for UCRS Advisory Board membership can
complete the necessary election forms (sample attached) online and print them from the website.
These forms are also available at local benefits offices for employees’ convenience. All required
election forms must be received by HR/Pension & Retirement Programs no later than 5 p.m. on
May 6, 2011. The proposed election materials include:

Petition for Nomination form

Background Information and Candidate Statement
Rules of Campaign Conduct

UCRS Advisory Board Information Sheet
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As with past years’ elections, potential candidates must obtain at least 50 signatures from Active
UCRP Members who are not members of the Academic Senate and complete and return all
required election forms by the nomination deadline. Qualified candidates will be notified by
UCRP staff and announced on the At Your Service website.

Voting will be conducted through an Internet application using an external, third party vendor,
VR Election Services (VRES). Celebrating its 26th year, VRES has successfully conducted
multiple elections for organizations of similar size and scope as the University of California,
including California State Teachers’ Retirement System, State Bar of California, State Teachers
Retirement System of Ohio, Minnesota Teachers Association, Texas Teachers Retirement
System and the Massachusetts Teachers’ Retirement System, many of which have large numbers
of employees who are represented by a union. Members of the Public Retirement Information
Systems Management (PRISM) organization were recently surveyed and asked who they use for
election services. Of the eight agencies that responded, all use VRES.

VRES will send broadcast e-mails about the election to all known UC e-mail addresses (which
will be provided to them by UC), maintain hard copy files in support of certification and provide
customer service through a live toll-free help line and a 24hr e-mail help desk. Additionally,
VRES will mail ballot and statement information directly to members without a UC email
address. Such members can then vote by Internet after they receive the ballot package in the
mail (employees without computers at home or work can vote via the internet by accessing
computers that are available at all HR/Benefits offices and/or UC libraries). Only those active
UCRP members who have been pre-determined as eligible to vote will be able to access the
voting site (using a PIN provided by VRES). To ensure security, the website will only allow an
eligible voter to enter the voting platform once, and cast one vote each for the two applicable
UCRS Advisory Board opening positions.

Communications

This election will be supported by a multi-channel communication campaign to inform eligible
candidates about nomination requirements, inform eligible voters about the voting process, and
remind employees of important deadlines. The campaign will include:

web page announcements
broadcast emails

press releases

newsletters

Human Resource’s At Your Service (AYS) website will post all necessary information, including
nomination and rules of campaign conduct. Candidates’ statements will be translated into
Spanish. Paper copies of nomination materials available on AYS will be provided to local HR
and Benefit Offices; translations into Spanish will be made available, as was done with Open
Enrollment.
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Timeline

Attached for the Board’s information is a timeline showing important election dates to
remember. Important dates include:

e Availability of nomination materials: March 25
e Deadline for nominations: May 6
e Announcement of candidates: May 16
e \oting period start date: May 23
e Voting period end date: June 17
Attachments:
3
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Overview of the University of California
Retirement System (UCRS) Advisory Board

Board Responsibilities

The UCRS Advisory Board develops ideas or new approaches to the provisions of UCRS benefits and
communicates them to the President of the University. The UCRS Advisory Board discusses concerns relating to
all Members, Participants and their Beneficiaries. The UCRS plans are:

e University of California Retirement Plan (UCRP)

e Tax-Deferred 403(b) Plan (403(b) Plan)

¢ Defined Contribution Plan (DC Plan)

e 457(b) Deferred Compensation Plan (457(b) Plan)

The retirement plans administered by UCRS hold assets of $50 billion. The UCRS Board generally meets three or
four times a year in Oakland at the Office of the President. Members serve without compensation but are
reimbursed for necessary expenses.

Board Members

The UCRS Advisory Board consists of eleven members: an officer of the University appointed by the President of
the University; three persons appointed by the President of the University; The Treasurer of The Regents or the
Treasurer’s designee; two persons selected by the Academic Senate from the ten UC campuses; and two
persons from different UC locations elected by those Active Members of the University of California Retirement
Plan who are not members of the Academic Senate. Note that this election is for two active UCRP staff
(non-Academic Senate) members. As there are designated retirees on the UCRS Advisory Board, if an elected
active staff member separates from service or retires, the position will be filled by the candidate who received
the next highest number of votes in the most recent election, provided the candidate is an active member of
UCRP and meets all other eligibility requirements.

2011 Election

An election will be held May 23 to June 17, 2011, to select two employees (active UCRP members who are not
members of the Academic Senate) to the UCRS Advisory Board. All Active UCRP Members who are not members
of the Academic Senate are eligible to vote. The elected UCRS Board members will serve from July 1, 2011
through June 30, 2015.

The following employees are not eligible for initial or continuing membership on the UCRS Advisory Board:
employees of the University of California Office of the President who, in their job functions, are directly engaged
in making UCRS policy, work in a department where such policy is made, or are engaged in providing legal advice
to UCRS; employees of the Offices of Internal Audit at the campuses, laboratories and the Office of the
President. Non-Academic Senate elected UCRS Board members must be from different University locations.

The deadline for submission of nomination materials is May 6, 2011.

Qualifying candidates will be notified by May 16, 2011 and announced to the University community prior to the
voting period, which runs from May 23, 2011 to 5:00 p.m. PDT on June 17, 2011.





2011 UCRS Advisory Board Election
Are You Eligible to Vote?

Employees who are active members of the University of California Retirement Plan (UCRP), AND who are not
members of the Academic Senate, are eligible to vote in the 2011 election.

Active UCRP Member

Active UCRP members are those employees who meet the following eligibility requirements for membership in
the plan:

Retirement Plan membership is automatic and mandatory for eligible employees and begins the first day of an
eligible appointment. An eligible appointment is at least 50 percent time or more on a fixed or variable basis for
one year or longer. Employees with limited appointments, employees in contract positions, employees in
“noncareer” positions at the Department of Energy laboratory and certain academic employees may become
eligible for membership after working 1,000 hours in a rolling, continuous 12-month period. (Members of the
Non-Senate Instructional Unit qualify for UCRP membership after working 750 hours in an eligible position.)
Membership is effective no later than the first of the month following the month in which 1,000 hours (or 750
hours) is reached.

Exceptions: A University employee is not eligible for Plan membership if he or she:
¢ s at the University primarily to obtain education or training;

e isin a Per Diem, Floater or Limited appointment;

¢ isan employee hired as a visiting appointee on or after August 1, 1989; or

e isaretired member.

Once you become a UCRP member, active membership continues until you have a break in service (see
Definitions, below). Membership is not affected by a reduction in appointment without a break in service.

Break in Service

Leaving University employment, including any period on pay status but without covered compensation, or any
period off pay status for four or more consecutive months. The following periods do not constitute a break in
service for UCRP membership as long as the member returns to pay status at the end of the period:

e approved leave of absence without pay,

e temporary layoff (less than four months),

e furlough,

e period of right to recall and preference for reemployment,

e return to pay status the next working day after leaving University employment,

e return to pay status after a military leave in accordance with employees’ reemployment rights, or

e return to pay status from a medical separation within the time allowed under University policy.





2011 UCRS Advisory Board Election

Rules of Campaign Conduct
|

In general, use of University resources to promote or advance candidacy is not permitted.
Examples of permissible and impermissible activity are as follows:
Permissible:

¢ Face to face contact with employees

e Mail with U.S. postage paid by candidate

e Posting flyers on bulletin boards within campus/laboratory restrictions

e Letters to the editor or published ads (at candidate’s expense) in campus or laboratory news vehicles

e Participation in forums sponsored by campus groups

¢ Telephone calls from candidate’s personal telephone after work hours

¢ Use of campus/lab directories to discern addresses (work or home) for mailing campaign materials via U.S.
mail within campus/laboratory restrictions

Impermissible, violation will disqualify candidacy:

e Use of electronic mail from University computers or to University electronic mail addresses for campaign
purposes including the broadcast or posting of candidacy notice and statements. Use of University computers
for campaign purposes is not permitted by the candidate or by any individual, group or organization acting on
behalf of a candidate. However, election and voting materials, as well as candidate statements will be
available to UC employees on the UC Human Resources and Benefits website At Your Service
(atyourservice.ucop.edu)

¢ University-provided interoffice/intercampus mail services, or University equipment or supplies for promoting
candidacy

e Misrepresentations

Candidates are solely responsible for the accuracy and veracity of statements made in the conduct of their
campaign.

Questions regarding campaign conduct or about petitions not specifically noted here should be addressed in
writing to:

Pension & Retirement Programs
UC Human Resources

300 Lakeside Drive, 12th Floor
Oakland, CA 94612

Responses to any questions/petitions will be provided by UC Human Resources and Benefits via email to all
candidates. Every effort will be made to respond to questions in a timely manner.
The following statement must also be signed and dated in order to qualify for nomination:

| have read the Rules of Campaign Conduct and my signature below indicates that | understand that these rules
will be strictly enforced and that failure to abide by the rules of the campaign will disqualify my candidacy.

Signature Date





2011 UCRS Advisory Board Election
Background Information and Candidate
Statement Sheet

Please complete all information

Name (last, first, middle initial)

Current University position (payroll title)
(If you have dual/multiple appointments, indicate each.)

Location (campus or lab affiliation)

Email address

University phone number

Length of University service years

Candidate Statement (Maximum 120 words)

The following statement must also be signed and dated to complete your application and qualify
for nomination:

| certify the statements made above are truthful and accurate to the best of my knowledge. | understand that a
misrepresentation will result in my disqualification from candidacy for the UCRS Advisory Board. | have read the

attached Rules of Campaign Conduct and have signed the Rules of Campaign Conduct. | also understand that these
rules will be strictly enforced and that failure to abide by the rules of the campaign will disqualify my candidacy.

Signature Date





2011 UCRS Advisory Board Election
Petition for Nomination of Candidate

Employees who are active members of the University of California Retirement Plan (UCRP), and who are not
members of the Academic Senate, are eligible to run as a candidate in the 2011 UCRS Advisory Board election.

For a valid nomination, this petition must contain the signature of at least 50 Active UCRP Members (see definition
of Active UCRP Member in Are You Eligible to Vote?) of the University of California Retirement Plan (UCRP) who are
not members of the Academic Senate. We recommend obtaining more than 50 signatures in the event that any
signers are found to be ineligible. This petition must be received by UC Human Resources in Oakland by May 6,
2011.

Submit the completed petition to: Pension & Retirement Programs
UC Human Resources
300 Lakeside Drive, 12th Floor
Oakland, CA 94612-3557

We, the undersigned Active Members of the University of California Retirement Plan (UCRP), who are
not members of the Academic Senate, hereby nominate:

Name:

University position:

University location:

as a candidate for the non-Academic Senate position on the UCRS Advisory Board for the term July 1,
2011 through June 30, 2015.

Print Last Name, First Name and Middle Initial Signature
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2011 UCRS Advisory Board Election Petition for Nomination

Name of nominee

Print Last Name, First Name and Middle Initial Signature
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Name of nominee

Print Last Name, First Name and Middle Initial Signature
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of February 25, 2011

AGENDA ITEM F

UCRS Advisory Board - SharePoint - Web-based Repository for UCRS Advisory Board
Materials - Update

Robert Semple, Principal Analyst in Pension and Retirement Programs, will provide an update
on the development of the Board’s new SharePoint site, a web-based repository for accessing
Board materials that was previously discussed at the Board’s November 2010 meeting. In
addition, Aliya Dibrell, a Manager with Information Technology in Humans Resources at
UCOP, will provide a demonstration of the site.






University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of February 25, 2011

AGENDA ITEM G

Retirement Savings Program - Vendor Relations Management Report

Kris Lange, Director of Vendor Relations Management, along with Adam Chen-Ok and Bill
Ryan, Managers in Vendor Relations Management, will provide the Board with 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





University of California
Retirement Savings Program
Vendor Relations Management
Quarterly Report for Q4 2010

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

Q4 2010 Highlights

Quarterly Performance Rating: Meets Expectations

Quarterly Highlights

* Net Cash Flow for the 4" Quarter was negative (page 6).
Factors contributing to this include decreased
contributions, as well as increased withdrawals due to
default MRDs (minimum required distributions) and de
minimis distributions of student employee accounts (page
12)

*Participation rates continue to decline, although loan
activity also appears to be declining after reaching a high
point in the second quarter of 2010 (page 7)

Median balance for career participants remains below
Fidelity’s other tax exempt clients (page 8). This difference
exists for all age bands (page 9)





Retirement Savings Program

Financial Education Highlights

Financial Education Program Performance Guarantees

Trend Q4 Q3 Q2 Q1
Indicator 2010 2010 2010 2010
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





UC Employee Satisfaction

Recordkeeping Services

Customer Satisfaction Index Scores
University of California Plan Participants
September 2010 — December 2010

(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-Exempt CSI Overall

100% — — =—Uof CA CSI Survey Completed
92%

90%
91% T+ 120

+ 110
75%

T 100

T 90
50%

+ 80

25% 770

+ 60

0% - r 50

Sep-10 Oct-10 Nov-10 Dec-10

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 December 2010

@ 2009
m 2010
% +/- 2009 vs 2010

1,240

Workshops

1,490

Overall Workshop

Rating *

'Excellent™ or

"“Very Good”™

October 2010
November 2010
December 2010

97
99%
a7 %

17,102

Employee Attendance

Overall Presenter
Rating "Excellent” or

"“Very Good™
100%
100%
100%

total

# of Surveys
536
420
208
1,164





Retirement Savings Program

Fidelity’s Quarterly Performance

Average Speed to Answer
Call Abandonment

VRS Availablity
MNetBenefits Availability
PSW Availability

One-and-Done Rate

Case Management

Contribution Reconciliation
Withdrawallloan Processing
Quarterly Statements

Plan Sponsor Service Review
Participant Survey
Enroliment Materials

RC Activity Report

Annual Business Planning
UC Documents in NetBenefits

Overall Workshop Rating

Performance
Standard

30

3%

99%

99%

99%

85%

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

same day

99%

20th next month

annual

annual

90% rec w/in 2 weeks

monthly

annual

72 hours

0%

Cld Result

met

met

met

met

met

met

met
met

met

met

met

met

met

met

met

met

met

met

Q4 '10
28

2%

100.00%

99.98%

99.89%

92.17%

99.27%
99.89%

100.00%

99.89%

yes

complete

complete

yes

yes

complete

yes

98.00%

Q3'10
25

2%

100.00%

99.97 %

99.86%

91.00%

99.19%
99.91%

100.00%

99.98%

yes

complete

complete

yes

yes

complete

yes

98.00%

Q210
26

2%

100.00%

99.98%

99.99%

94.18%

99.58%
99.92%

100.00%

99.98%

yes

complete

complete

yes

yes

complete

yes

96.00%





Retirement Savings Program

Key Statistics

% Change % Change
ucC RSP vs vs
12/31/2010 9/30:/2010 12/31/2009
Taotal Plan Assets $15.5B 5% 11 %
Taotal Assets UC Funds $11.3B 3% 8%
Total Assets Fidelity Funds $3.9B 5% 16%
Taotal Assets Other $300m 14% 39%
Met Cash Flow (YTD) ety (54 %a) (B3%)
Career Participants
*Plan Participation Rate jg?g ‘:’gi:ﬁ: (;:fl n/a
403 b 10.7% /5757 0%/ (1%) nia

Average Deferral Rate 4576 111%/$1292 (197 (2%)

- : , 403 b 29 142 4% nia
Median Partcipant Balance 457H §23 353 4y,
- , 403 b b7 345 b % nia
Awverage Partcipant Balance 45Th §44 DE0 %,

*Data taken from quarterhy UC report (Active participants in 403b and 457b plans)





Retirement Savings Program

Key Statistics

Participation Rates and Loan Activity Over Time

1,600

1,500

1,400

1,300

1,200

1,100

1,000

200

1,492

Q32008 Q42008 Q12009 Q22009 Q32008 Q42009 Q12010 Q22010 Q32010 Q42010

mmm Quarterly Loans Initiated
=gir=403h Participation Rate Q3 08- 04 10

=i 45 7h Participation Rate Q3 09- Q410

70.0%

60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

0.0%






Retirement Savings Program

UC Median Balance vs.
Average Tax Exempt Market Participant Balance

$60,000

. $49,593
50,000

$40,000 H

$30,185

$30,000 H

$20,000 H

$10,000 -

Career Participants Median Balance Avg. TEM Higher Educ. Plan

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





Retirement Savings Program

Active Participants Median Balance by Age

$80,000 1 O UC Career Median Balance

H Fidelity Median Balance $69,300
$70,000 - $69,022

$62,900

$60,000 -

$48,064
$50,000 - $48,600

$40,000 -
$36,000 $34,800

$30,000 -
25,600 $25,500

$20,000 - $16,808
$15,100

$10,000 - $6,400

$1,800 $4,438
$1,565

Age 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)





Retirement Savings Program

Plan Assets Under Management at Fidelity

$16,000,000,000 440,000
$15,500,000,000 435,000
$15,000,000,000 430,000
$14,500,000,000 425,000
$14,000,000,000 420,000
$13,500,000,000 415,000
$13,000,000,000 410,000

Jan'10 Feb'1l0 Mar'10 Apr'10 May 10 June'l0 July 10 Aug'l0 Sept'l0 Oct'l0 Nov'l0 Dec '10

Assets —e— Participants
As of 12/31/2010 403b DCP 457b Total
Total Participants 121,736 277,318 22,245 421,299
Active Participants 74,083 177,888 16,820 268,791
Inactive Participants 47,653 99,430 5,425 152,508
Total Plan Assets $10,864,890,704  $3,693,560,311 $943,939,174  $15,502,390,189
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Retirement Savings Program

Single-Investment Option Holders

POSe

Information as of 12/31/2010

How many participants hold: 403b DCP 457b '”;’;esr:y Sa;“eee'fsize
1 Fund (Lifecycle Fund) 8.2% 3.1% 11.4% 32.9% 13.2% |

B 1 Fund (Non-Lifecycle Fund) 27.4% 74.9% 28.7% 15.9% 17.6%
B 2 Funds 19.5% 11.1% 17.7% 15.3% 15.1%
"1 3 Funds 13.3% 4.3% 11.6% 9.1% 11.4%
M 4 Funds 9.5% 2.3% 9.1% 8.8% 9.2%
5 or more Funds 22.0% 4.3% 21.5% 18.0% 33.4%

Average # of Funds Held 3.4 funds 1.6 funds 3.3 funds 1.8 funds 3.5 funds
Participants holding this fund

Funds held as a single investment Asset class 403b DCP 457b Total

Money Market or

UC SAVINGS FUND 15,599 188,962 2,069 206,630

Short-Term

UC EQUITY FUND Domestic Equity 6,765 7,603 941 15,309
UC BALANCED GROWTH Balanced/Hybrid 3,374 2,064 877 6,315
UC ICC FUND panageg income or 1744 1,102 629 3475
UC BOND FUND Bond 807 789 271 1,867
Plus 176 other funds - 5,009 7,128 1,590 13,727
Lifecycle Funds - 10,038 8,501 2,538 21,077
BrokerageLink - 42 34 14 90

43,378 216,183 8,929 268,490

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

11





Retirement Savings Program
Cash Flow Summary

Cash Inflow Quarter ending: 12/2010 Quarter ending: 9/2010

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

Loan Repayments
Interest on Loans

Balance Forward

$101,942,183
$ 31,134,234
$ 21,411,627
$ 38,785,947
$193,273,991

$ 11,034,705
$ 1,514,084
$ 8,353

$116,056,997
$ 35,452,681
$ 35,858,413
$ 52,343,704
$239,711,795

$ 11,451,240
$ 1,669,027
$ 17,748

Total Cash Inflow

$205,831,133

$252,849,810

Cash Outflow

Loan Withdrawals

Withdrawals
Full Payout:
MRD:
Partial Distribution:
Age 59.5:
De Minimis Distribution
SWP
Partial After Tax/Rollover Payout:
Hardship-Sponsor Directed:
Age 70.5 In-Service Distribution:
TOA:
Unforeseen Emergency:

Quarter ending: 12/2010

($14,945,523)

($147,735,740)
($ 55,865,662)
($ 27,704,766)
($ 22,976,267)
($ 5,092,064)
($ 4,147,164)
($ 4,123,853)
($ 1,009,245)

($  561,211)
($ 301,172)
($_ 120,450

Quarter ending: 9/2010

($16,021,165)

($126,291,570)
($ 7,498,393)
($ 20,868,953)
($ 21,459,958)
($ 2,420,466)
($ 3,849,514)
($ 1,909,090)
($ 1,102,715)

($  483,949)
($  330,675)
($ 34,859

Total ($269,637,594) ($186,250,142)
Transaction-based Fees ($180,920) ($174,187)
Total Cash Outflow ($284,764,037) ($202,445,494)
Net Cash Flow ($78,932,904) $50,404,316

12





Retirement Savings Program

YTD Loans by Participant Account Balance

#of Loans
9,000 8,239
§.000
7.000
6,000
5,000
4,000
3000 2,298

2,000 1,132
740
o , [ ,

< $20K $20K-$40K $40K-$60K $60K-$80K $80K-$100K » $100K

1,708

Avg. Loan Balance

$20,000 17
$18,000
$46,000
$14,000
$12,000 $10,314
$10,000
$8,000
$6,000
$4,000 -
$2,000 -
$0 A f f f

< $20K §20K-$40K $40K-$60K $60K-$80K $BOK-$100K = $100K

$15,307 $15,538

$13,698

$5,332

Total Participants
in balance 47,386 Participants 18,083 Participants 10,730 Participants 7,616 Participants 5,684 Participants 32,237 Participants
categony:

Total Loans | Original Amount| Outstanding Loans | Outstanding Balance | Loans Defaulted | Default Amount
3 Month Change -131 §1.577 154 127 5,128 542 a0 §1 540 452
& Month Change b= $2 728 531 53 $9 292 K05 49 $1 653 3659
9 Month Change -B9 $472 514 -b2 $7 026,380 B0 $1. 495 362

12 Month Change -135 -§127 545 -123 5,322 BBS -2 §572 023
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Retirement Savings Program

Customer Transactions by Channel

For the 12-month period ending 12/31/2010

Plan Total Unique SSNs
0, 0
2 particip 9% 8%
= 23,421 (8%
§ DcP of participants)
o) 0 41%
2 | 457p 3]:333 (15%
2 tici t
5 of participants) . 19% 0
" | comtacts 346726 O 0 M W 1%
— [
Exchanges Future Mix Deferrals Loans Withdraw als Inguiries
Your Plan* . Industry Peers (Higher Education)
Plan Total Unique SSNs
80,817 (66% 0 0
—~ ’ 96% 99%  99%
3 403b of participants) PO o - o1
0
5’ DCP 117,909 (43%
% of participants) 59%
o 0,
2[5 o pertpants
2 p p 21% 20%
Total
contacts  28:074,409 . %
Exchanges Future Mix Deferrals Loans Withdraw als Inquiries
Your Plan* . Industry Peers (Higher Education)

* Percentages based on (Plan 403b: 121,736 participants), (Plan DCP: 277,318 participants), (Plan 457b: 22,245 participants)
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Retirement Savings Program

Account Access Comparison and
Participant Access Volumes

Account Access Comparison
1172010 - 1213172010

UNIWERSITY OF CALIFORNIA AV FITSCO HIGHER EDUC. PLAN
Rep Rep
Assisted Assisted
Calls Calls
1% 2%
HetBenefts HetBenefits
99°% 9%

Participant Access Volumes
11172010 - 1243172010

3,500,000
3,000,000 2,883,975
2,582,206
2,500,000 2,350,747
2,000,000
1,500,000
1,091,639

41,000,000

500,000

24,961 20,985 24,621 36,386
o + + +
Jan - Mar Apr - Jun Jul - Sep Oct - Dec

ORep Assisted Calls OHetBenefits &
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Retirement Savings Program

Participant Account Activity by Type

Participant Account Activity by Type

1112010 - 121312010

Update Transactions Inquiry Only
20,000 700,000
19,043
18,000 619,344
500,000
16,000 15,100
14,000 500,000
12,000
10,629 400,000
10,000
8,625
300,000
&,000
6,000 200,000
4,000 3,602 3045 3,543 _|
100,000
2,000 1,449 1,278
22,246
1M ’
0 t t t t 0
Exchanges Contribution Literature Deferrals Withdrawals Inquiries
Allocation Requests
Updates
O Rep Assisted o NetBenefits® O Rep Assisted O NetBenefits®
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of February 25, 2011

AGENDA ITEMH

UCRS - Department of Labor Fee Disclosure Requlations - Update

William Ryan, Manager of Benefits Education and Related Services in the Vendor Relations
Management Unit, will provide the Board with an update on Fidelity Retirement Services efforts
to comply with new Department of Labor (DOL) fee disclosure requirements.

As noted by general counsel at the Board’s November 2010 meeting, the new DOL fee
disclosure requirements apply to retirement plans that are subject to the Employee Retirement
Income Security Act (ERISA). Consequently, the new DOL regulations do not apply to the UC
Retirement Savings Program plans, since they are governmental plans that are not subject to
ERISA. However, general counsel noted that the new DOL regulations would likely have an
indirect impact on governmental plans as they would establish a more stringent definition of best
practice.






University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of February 25, 2011

AGENDA ITEM I

UCRS - Plan Administrator’s Annual Report

David Olson, Director of Benefit Plan Accounting, will provide an overview of UCRS and health
and welfare statistics for fiscal year 2009/2010.

Attachment





AGENDA ITEM I Attachment

Page 1 of 1

UCRS/Health & Welfare Program Statistics

Fiscal Years Ended June 30, 2010 and 2009 (except where otherwise noted)

UCRS Programs-

Plan Net Assets of UCRS-
as of June 30, 2010 and 2009, respectively $
as of June 30, 2009 and 2008, respectively

48,686,409,000 $
44,798,534,000 $
$ 3,887,875,000 $

44,798,534,000
56,183,542,000
(11,385,008,000)

Net change

2010 2009
Number of-
UCRP/UC-PERS/415(m) plans Benefit Recipients 54,796 52,555
Active members in UCRP 114,928 115,745
Active participants in UC Retirement Savings Program plans 220,270 219,593
IRS Form 1099-R/1042-S/W-2 Statements (CY's 2010 and 2009, respectively) 62,668 72,215

UCRS Benefit Payments

Total UCRP Payments ! $  1,977,551,000 | $ 1,829,017,000
Total PERS VERIP Payments 4,873,000 4,988,000
Total UC Retirement Savings Program Payments 634,895,000 630,889,000
Total UCRS Benefit Payments $ 2,617,319,000 $ 2,464,894,000
UCRP Lump Sum Cashouts
UCRP Lump Sum Cashout Recipients (including QDRO settlements) 832 759
UCRP Lump Sum Cashout Total $ 190,492,000 $ 156,572,000
Plan Administration Volumes-
Number of-
Service Retirements (includes QDRO and Disability Retirements) 3,076 2,457
Deaths 1,583 1,659
Disability Applications Reviewed and Completed 213 231
Domestic Relations Orders Received 545 488
Customer Service Volumes-
Number of-
Telephone Calls Answered 58,788 63,973
Walk-ins (estimated) 388 364
E-Mail Inquiries 12,091 10,901
Correspondence/letters received 10,467 10,210

Health & Welfare Programs ©

Program and number of contracts Participants

Total Premiums

Medical (basic and Medicare) 9 302,776 $ 1,345,508,952 $ 1,200,685,416
Disability (employer and employee paid) 1 194,004 56,027,196 47,139,264
Dental 2 305,243 133,110,432 129,588,804
Vision 1 250,776 17,597,928 17,778,852
DepCare 1 3,747 16,408,548 16,563,060
HCRA 1 18,992 30,832,176 32,488,212
Legal 1 106,610 8,157,936 7,334,040
Life and AD&D Insurance (employer and employee paid) 3 174,664 32,848,908 31,618,992
Dependent Life 3 37,045 6,386,352 6,037,500

Total 19 1,393,858 $ 1,646,878,428 $ 1,489,234,140

(a) Includes net assets of the UCRP, PERS VERIP, and UC Retirement Savings Program defined contribution plans.
(b) Includes Lump Sum Cashouts.

(c) Does not include programmatic information related to auto and homeowners insurance.

(d) Dependent Life and Employee Paid Life are included in a single contract and have been counted as one

contract in the total number.
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of February 25, 2011

AGENDA ITEM J

UCRP — Lump Sum Cashout Annual Report

Each year, the UCRS Advisory Board is presented with a report on the Lump Sum Cashout
(LSC) payments. The LSC is available to UCRP members who separate from service and are
eligible for retirement and to former spouses who want a lump sum payment as a result of a
qualified domestic relations order (QDRQO). The LSC amount for members is actuarially
equivalent to the member’s expected lifetime basic retirement income including assumed cost-
of-living adjustments. For former spouses, the LSC amount is the actuarial present value of their
community property interest in UCRP and is available if the member is eligible to retire.
Attachment | is an overview of UCRP LSC and retirement income election and payment activity
since fiscal year (FY) 2000/01. A comparison of the data for FY 2009/10 with FY 2008/09
shows the following:

The total number of LSC elections increased by 9.6%.

1,100 -
1,000 ~

900 + 832
800 759

700 + %

600 -
500 -
400 -

300 +
200 +
100 +

0

FY 08/09 FY 09/10





The total number of Retirement Income elections increased by 19.0%

3,500 - 2,939

3,000 -

2,470

2,500 - 19.0%

T

FY 08/09 FY 09/10

2,000 +
1,500 ~
1,000 -

500 -

0 i

The total amount of LSC payments increased by 21.2 %.

$350 4
$300 -

$250

i $188.8
$200 $155.8
21.2%

llion

$150 -

mi

$100 -

$50 A

$0 -
FY 08/09 FY 09/10

The average LSC amount paid increased by 10.1%.
$250,000 -

$196,917 $216,767

$200,000

10.1% $150,000 -

$100,000

$50,000 +

$0 -

FY 08/09 FY 09/10





The percentage of members and former spouses electing an LSC (the “LSC take rate”) versus
retirement income decreased very slightly from 23.5% in FY 2008/09 to 22.1% in FY 2009/10.

Of the 792 LSCs elected by members during FY 2009/10, 347 (43.8%) were elected by active
members and 445 (56.2%) were elected by inactive members.

Distribution of FY 2009/10 LSC Elections by Active vs. Inactive Members

Active Members

347 Inactive Members
43.8% 445

56.2%

Note that due to timing issues, the number of LSC elections and LSC payments are not exactly
the same each fiscal year. The total and average dollar value of LSC payments corresponds to
those LSCs actually paid during FY 2009/10 (871 in total, 795 to members and 76 to former
spouses).

Attachment Il is a chart displaying a frequency distribution of the amounts of the LSC payments
made to members during FY 2009/10 in increments of $50,000. Of the total of 795 LSC
payments made to members, 520 or 65.4% were for less than $200,000, and 74 or 9.3% were for
$500,000 or more. The largest LSC payment amount was $2,051,131.25 and the smallest LSC
payment amount was $3,399.08.

In FY 2009/10, members could have had an LSC paid to them directly, have had it rolled over to
another employer’s plan or to an Individual Retirement Account (IRA) (external rollover), or
have had the pretax portion rolled over to the UC DC Plan, 403(b) Plan or 457(b) Plan (internal
rollover). They also may have chosen a combination of a direct payment and either an internal
or external rollover. Of the 795 members who received LSC payments during FY 2009/10, 465
(58.5%) chose either an internal or external rollover, 188 (23.6%) chose to receive direct
payment, and 142 (17.9%) chose a combination of direct payment and rollover.





Disbursement Elections of FY 2009/10 LSC Payments

Direct Payment
188

Members who are eligible to continue medical and dental coverage when they retire forfeit this
eligibility if they elect to receive an LSC payment instead of retirement income. Of the 795
members who received an LSC payment during FY 2009/10, 572 (72.0%) would have been
eligible to continue medical and dental coverage if they had elected retirement income instead of
an LSC payment. Of this total number, 88 members (11.0%) had full eligibility and would have
received the maximum UC contribution and 135 members (17.0%) had graduated eligibility and
would have received 50% to 95% of the maximum UC contribution depending on the amount of
their service credit.

Eligibility for Retiree Medical and Dental Coverage If No LSC

Graduated
Eligibility
135
17.0%

Attachments





AGENDA ITEM J Attachment |

February 25, 2011 Page 1 of 1
10-Year UCRP Lump Sum Cashout/Retirement Income Overview
2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 | 2008/09 2009/10
Lump Sum Cashout (L SC) Elections
Number of LSC - Members 564 434 407 494 715 746 908 960 710 792
Number of LSC - QDROS 67 53 64 53 70 67 61 66 49 40

Total LSC 631 487 471 547 785 813 969 1,026 759 832
L SC Payments ($000's) * $149,757 | $134,025  $102,181 | $125,147 | $167,210 | $191,297 | $289,363 | $309,780 | $155,761 | $188,804
Average L SC ($000's)? $215 $223 $191 $195 $196 $217 $279 $278 $197 $217
Retirement | ncome Elections

Number of Members 1,618 1,577 1,769 2,321 2,956 2,896 3,140 3,328 2,459 2,931

Number of QDROs 4 14 10 20 15 11 20 23 11 8
Total Retirement |ncome Elections 1,622 1,591 1,779 2,341 2,971 2,907 3,160 3,351 2,470 2,939
L SC Take Rates
Members L SC Take Rate (%) 25.8% 21.6% 18.7% 17.5% 19.5% 20.5% 22.4% 22.4% 22.4% 21.3%
(# MembersL SC / # Member Retirement Income Elections + # Member L SC)
QDRO L SC Take Rate (%) 94.4% 79.1% 86.5% 72.6% 82.4% 85.9% 75.3% 74.2% 81.7% 83.3%)
(# QDRO LSC / # QDRO Retirement Income Elections + # QDRO L SC)
Total LSC Take Rate (%) 28.0% 23.4% 20.9% 18.9% 20.9% 21.9% 23.5% 23.4% 23.5% 22.1%|
(Total #L SC / total # Retirement Income Elections + total # L SC)

Note: Eligibility of the Member to retire is a requirement to elect the LSC; therefore, the take rate percentage for the LSC is measured

utilizing retirement figures.

The dollar amount for L SCs represents payments made during the fiscal year.
“Effective fiscal year 2000/01 the average LSC is based on the total number of Member and QDRO L SCs paid rather than the total number elected.





AGENDA ITEM J Attachment 11
February 25, 2011 Page 1 of 1

University of California Retirement Plan
Frequency Distribution of the 795 Lump Sum Cashout Payments to
Members During Fiscal Year 2009/2010
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of February 25, 2011

AGENDA ITEM K

UCRS — Methodology for COLAs and Measurement of Annuitant Purchasing Power

COLA Methodology

The UCRP Cost-of-Living Adjustment (COLA) is based on the average increase in the
Consumer Price Index (CPI) for All Urban Consumers in the metropolitan areas of San Francisco
and Los Angeles for the month of February in the prior and current years.

UCRP provides an annual COLA that generally matches the increase in the CPI up to 2%, plus
75% of the CPI increase in excess of 4%, to a maximum COLA of 6%. The COLA percentage to
be applied to a Member’s benefit for a specific year depends not only on the CPI increase that
year, but also on the cumulative increase in the CPI since the Member retired. For this purpose,
two banks are maintained, an “inflation bank” and a “COLA bank”, which are then used to
determine the total COLA amount that an annuitant is entitled to in a given year.

The inflation bank accumulates in years in which the CPI increase is greater than 2%. The
inflation bank represents the portion of the cumulative increase in the CPI since the Member’s
Retirement Date for which the annuitant has not received a COLA. For example, the annual CPI
increase as measured in February 2003 was 3.45%, but based on Plan provisions the July 2003
COLA was only 2%. The remaining 1.45% is adjusted for compounding, resulting in an inflation
bank of 1.42% (i.e., 1.0345/1.02 — 1 = 1.42%) for annuitants who were first eligible for a COLA
in July 2003. The inflation bank can be used to increase the COLA that would be payable in
years in which inflation is less than 2%. For example, the inflation bank was used to provide
Members who retired on or before July 1, 2002 a 2% COLA on July 1, 2004, even though the
increase in the CPI average was less than 2% in 2004.

The second bank is the COLA bank. In years in which inflation is less than 2%, the difference
between 2% and the CPI increase is accumulated in the COLA bank. The COLA bank represents
the portion of the potential COLA that has not been paid to the annuitant due to low inflation.
For example, the annual CPI increase as measured in February 2004 was 1.04%. Annuitants who
received a 1.04% COLA in July 2004 accumulated 0.96% in their COLA bank. Two years later,
the CPI increase measured in February 2006 was 4.01%. Based on Plan provisions, those
annuitants with nothing accumulated in their COLA bank were entitled to receive a 2.01%
COLA on July 1, 2006. However, those annuitants who had 0.96% in their COLA bank after the
July 1, 2004 effective date still had 0.28% left to use on July 1, 2006 (after 0.68% was used on





July 1, 2005). This COLA bank was used to give these annuitants a 2.29% COLA on July 1,
2006 (2.01% + 0.28%).

Both banks start accumulating from the Member’s initial eligibility date for a COLA. Therefore,
when economic conditions warrant using either of the banks, it is possible for the Plan to pay
different annual COLA amounts in the same year to different Retired Member groups, depending
on the year in which the Members retired and the resulting amounts in their inflation bank and
COLA bank.

Measurement of Annuitant Purchasing Power — UCRP Annuitants

Historically, The Regents have striven to protect annuitants’ benefits from being significantly
eroded by inflation. However, this is not a guaranteed contractual benefit. Rather, in February
1988, the UCRS Advisory Board passed a resolution indicating its intent to recommend from
time to time, and subject to the availability of funds, adjustments to approximate a 75%
minimum level of purchasing power. One-time, otherwise known as “ad hoc”, COLAs were
given in January 1986 and July 1988 to restore the purchasing power of annuitants® UCRP
benefits to a 75% level. In January 1991, an ad hoc COLA was given to restore retirement
benefits to a floor of 80% of purchasing power and in January 2001 an ad hoc COLA was given
to restore retirement benefits to a floor of 85% of purchasing power. The 85% level was
recommended so that it would not be necessary to provide additional ad hoc COLAs as
frequently to restore the 75% purchasing power level.

Data on the CPI needed to determine the UCRP COLA is generally available from the Bureau of
Labor Statistics by late March of each year. Once the UCRP COLA amount is determined, the
Board will be appropriately advised.
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UC PERS Plus 5 Plan — Annual and Ad Hoc COLAs - Update

Background

Members of the University of California-Public Employees’ Retirement System Voluntary Early
Retirement Incentive Program (“UC-PERS Plus 5 Plan” or “Plan”) were UC employees who
were covered under the California Public Employees’ Retirement System (PERS), now known as
“CalPERS”, and who elected concurrent retirement under PERS and the UC-PERS Plus 5 Plan
effective October 1, 1991. The early retirement incentives were generally comparable to the
UCRP Voluntary Early Retirement Incentive Program-l1 (VERIP-I) incentives offered at that
time to eligible UCRP Members. UC-PERS Plus 5 Plan members now receive lifetime
supplemental retirement income (and survivor benefits) from this plan as well as from CalPERS,
which provides their primary retirement benefits.

Unlike UCRP, The Regents approved the provisions of the UC-PERS Plus 5 Plan to specifically
exclude an annual cost-of-living adjustment (COLA) provision, although the UC-PERS Plus 5
Plan annuitants have received periodic COLAs on their primary retirement benefit from
CalPERS. Due to the Plan’s continuing surplus, resulting from several years of favorable
investment experience in the 1990s, the UCRS Advisory Board has consistently advocated for an
annual COLA for the UC-PERS Plus 5 Plan.

In May 2002, The Regents approved a proposal to provide UC-PERS Plus 5 Plan annuitants with
a one-time (ad hoc) COLA of 25 percent, effective July 1, 2002. This adjustment effectively
restored the retained purchasing power of a UC-PERS Plus 5 Plan annuitant’s benefit to 96
percent, comparable to the retained purchasing power of benefits for UCRP annuitants who
retired under the VERIP-1 Program. The Regents also approved that, beginning July 1, 2003, the
retained purchasing power of UC-PERS Plus 5 Plan benefits would be reviewed annually, and
based upon such reviews, future ad hoc COLAs might be recommended by the President from
time to time for The Regents’ consideration, subject to the availability of funds in the Plan. There
have been no subsequent ad hoc COLAs granted.

In November 2007, again at the suggestion of the UCRS Advisory Board, The Regents reviewed
a proposal for an ad hoc COLA and a permanent COLA on the same basis as for UCRP for UC-
PERS Plus 5 Plan annuitants. The Regents took no action on the item, requesting information
regarding an option of purchasing annuities for the UC-PERS Plus 5 Plan participants,
terminating the Plan, and returning any excess assets to the UC locations that originally provided





funding for the Plan. Extensive historical research and legal analysis was conducted, and the
Chair of the Committee on Compensation was briefed on a variety of termination options and the
potentially small remaining Plan balance that could be distributed to the UC locations after plan
termination. In the following months, the funded status of the Plan declined significantly so
further review was put on hold.

President’s Task Force on Post-Employment Benefits (PEB) Recommendations

The PEB Task Force reviewed the UC-PERS Plus 5 Plan and their Final Report included a
recommendation for an ad hoc COLA as well as a permanent annual COLA, contingent on
available funding. Based on the PEB recommendation and prior reviews; and due to the loss in
retained purchasing power experienced by UC-PERS Plus 5 Plan annuitants (79 percent retained
purchasing power as of July 1, 2010); and in consideration of the funded status of the UC-PERS
Plus 5 Plan; The Regents, in their meeting of December 13, 2010, approved the implementation
of an ad hoc COLA for the UC-PERS Plus 5 Plan annuitants of 15.19 percent effective on April
1, 2011. This restores the purchasing power of UC-PERS Plus 5 Plan benefits to the same level
as benefits for their UCRP counterparts (91 percent measured as of July 1, 2010). In addition,
The Regents approved the implementation of an annual COLA provision, effective July 1, 2011,
using the equivalent UCRP COLA formula. The UCRS Advisory Board will be informed
annually on the amount of the annual UC-PERS Plus 5 Plan COLA at the same time as they are
noticed on the annual UCRP COLA.

The COLA would be paid annually, as long as the market value of the UC-PERS Plus 5 Plan
assets were equal to or greater than the Plan liabilities, measured as of the previous valuation
date. This would maintain the purchasing power of UC-PERS Plus 5 Plan benefits going forward
at the same level as benefits for their UCRP counterparts.

UC Communications will prepare a postcard to include with the mailing of each UC-PERS Plus
Plan annuitant’s April 2011 check. The postcard will describe the increase in benefit from the ad
hoc COLA. For the annual COLA, annuitants will be noticed in a similar way as UCRP
annuitants. Currently, this is done through an article in New Dimensions. The target is May 1 for
this article.

As of July 1, 2010, the UC-PERS Plus 5 Plan had 695 annuitants with total annual benefits of
$4.8 million. Below is a table showing the UC-PERS Plus 5 Plan assets, present value of future
obligations, surplus assets, and funded percentage as of July 1, 2010.

UC-PERS Plus 5 Plan Assets and Liabilities as of July 1, 2010

Plan Plan Assets Present Value of | Surplus Assets | Funded

Provisions Future Percentage
Obligations

Current $59.4 million $35.5 million $23.9 million 167%

With COLAs | $59.4 million $45.2 million $14.2 million 131%
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UCRP — Preview of Upcoming Experience Study

The Plan’s Consulting Actuary, the Segal Company (Segal), is currently in the process of
performing an Experience Study for UCRP, covering the period from July 1, 2006 through June
30, 2010. The study compares the Plan’s actual experience during the period to the expected
experience based on the current actuarial valuation assumptions. It considers internal and
external trends among various employee groups and determines whether or not these trends
indicate that changes should be made to current Plan assumptions.

More specifically, the study determines the Plan’s actual experience with respect to:

e rates of mortality, retirement, withdrawal and disability;

e merit, longevity and promotional salary increases;

e other valuation assumptions, including percent of married participants, sick leave
conversions, future rates of benefit accrual, Lump Sum Cashout elections, and deferred
vested retirement ages.

The study also determines whether current economic assumptions, including price inflation,
wage inflation and the investment rate of return assumption, are still appropriate. The review of
the assumed investment rate of return is done in consultation with the Office of the Treasurer and
will include a review of other California governmental retirement plans and their investment rate
of return assumptions.

As in the prior Experience Study, any actual experience during the observation period from
active members from the Lawrence Livermore National Laboratory will be excluded from the
results, since there are no longer any active members currently at that location. In addition, any
changes recommended for UCRP, for assumptions that also apply to either the UC-PERS Plus 5
Plan or the 415(m) Restoration Plan, will also be recommended for those plans.

Segal plans to complete the Experience Study by April and the UCRS Advisory Board will be
advised of the preliminary results. The final report, including recommendations, if any, is
scheduled to be presented to The Regents in May or July 2011, with any adopted assumption
changes reflected in the July 1, 2011 valuation and changes to annuity option factors and Lump
Sum Cashout factors (if any) effective either January 1, 2012 or July 1, 2012.





