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AGENDA 
AGENDA 


UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM  
ADVISORY BOARD MEETING 


JUNE 20, 2014 
OFFICE OF THE PRESIDENT 


1111 FRANKLIN STREET, ROOM 11326 
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. UCnet Website – Update 
 


B. UCRP – Academic Council’s Recommendation to Borrow to Fund UCRP 
 


C. UCRP – Proposal to Fund UCRP Modified Annual Required Contribution with 
Contribution from Short Term Investment Pool 
 


D. UCRS Advisory Board – Draft Letter on Resolving the Deficit in the UCRP Trust Fund 
 


E. UCRP – New GASB Accounting Standards for Public Sector Pension Plans and 
Sponsoring Employers 
 


F. UCRP –  Modifications Arising from Remaining Collective Bargaining Agreements - 
Update 
 


G. Retirement Savings Program – Vendor Relations Management Report 
  


H. Retirement Savings Program – Change to Default Investment Fund(s) 
 


University of California 
 


UCRS Advisory Board 


 







 
 
 
 


I. Retirement Savings Program – Minimum Required Distribution –  Process and Options 
 


J. UCRS – Cost-of-Living Adjustment for 2014 and Measurement of Annuitant Purchasing 
Power 
 


K. Retirement Administration Service Center – Update 
 


L. UCRS Advisory Board – Election of Officers for Fiscal Year 2014-2015 
 


M. UCRS Advisory Board – Proposed Meeting Schedule for Fiscal Year 2014-2015 
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Z:\SHARED\RETPLAN\-- Shared Workspace\Robert_Semple\06-20-14 UCRSAB mtg. items\01-UCRSAB mtg  6-20-14 - Draft Agenda #7.docx 








 


 
 
 
 


 
Meeting of June 20, 2014 


 
 AGENDA ITEM A 
 
 
UCnet Website – Update  
 
Systemwide Coordinator Anne Wolf from Internal Communications will provide a brief update 
on UCnet, the UCOP website that replaced the At Your Service website. Among other things, 
she will show the members how to access UCRS Advisory Board (Board) information on the 
new website. 
 


 


University of California 
 


UCRS Advisory Board 
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Meeting of June 20, 2014 


 
 AGENDA ITEM B 
 
 
UCRP – Academic Council’s Recommendation to Borrow to Fund UCRP  
 
Chair Shane White, as an Academic Senate representative to the Board, will summarize the 
recommendations of a recent Academic Council report on borrowing to fund UCRP to help 
address its unfunded actuarial accrued liability (UAAL). 
 
Attachment 
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Bill Jacob                                      Chair of the Assembly of the Academic Senate 
Telephone:  (510) 987-9303       Faculty Representative to the Regents 
Fax:  (510) 763-0309       University of California 
Email: William.jacob@ucop.edu       1111 Franklin Street, 12th Floor 
         Oakland, California 94607-5200 


 
         June 4, 2014 
 
 
NATHAN BROSTROM 
EXECUTIVE VICE PRESIDENT, BUSINESS OPERATIONS 
 
Re:  Recommendation to Borrow to Fund UCRP 
 
Dear Nathan: 
 
At its May 28 meeting, the Academic Council voted unanimously to endorse and forward to you the 
attached proposal and “Resolution on Borrowing to Reduce the Unfunded Liability in the University 
of California Retirement Plan,” authored by the University Committee on Faculty Welfare (UCFW) 
and its Task Force on Investment and Retirement (TFIR). I am also including a separate letter from 
the University Committee on Planning and Budget (UCPB) supporting the proposal. 
 
In May, Council was pleased to learn that the administration is now preparing its own UCRP 
borrowing plan proposal that is similar in concept to the TFIR proposal. While the administration’s 
plan is a bit more limited in scope – it would borrow $1.3 billion over two years, meet “Modified 
ARC,” and achieve a 95% funded ratio for UCRP by 2040 compared to TFIR’s plan, which would 
borrow $1.7 billion, meet the full ARC, and achieve a 100% funding ratio by 2040 – we appreciate 
the administration’s movement on this issue and support the plan presented to us. We look forward 
to working with you to ensure this plan for addressing UCRP’s unfunded liability and the long-term 
health of the retirement system moves forward and is approved by the Regents.  
 
Please do not hesitate to contact me if we can help and if you have further questions. 
 
Sincerely, 


 
Bill Jacob 
 
Encl. (2) 
 
Cc:  President Napolitano 


Academic Council 
Executive Director Winnacker 
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UNIVERSITY COMMITTEE ON FACULTY WELFARE (UCFW) Assembly of the Academic Senate 
J. Daniel Hare, Chair 1111 Franklin Street, 12th Floor 
daniel.hare@ucr.edu  Oakland, CA 94607-5200 
 Phone: (510) 987-9466 
 Fax: (510) 763-0309  


 
April 24, 2014 


 


WILLIAM JACOB, CHAIR 


ACADEMIC COUNCIL 


 
RE: UCRP Funding 


 


Dear Bill, 
 


The UC Systemwide Committee on Faculty Welfare (UCFW) and its Task Force on Investment and Retirement 
(TFIR) carefully follows the status of UC's retirement plan.  The committee and task force were supportive of 
the decisions made by the Regents at the end of 2010 to restore the health of the plan through increased 
contributions by both the employer and the employee, and other changes made at that time.  Separately, UCFW 
continues to emphasize that salary increases are needed to compensate for the resulting reduction in total 
remuneration due to increased employee contributions. 
    
The Regents adopted a funding plan to gradually ramp up contributions until, in 2018, the amount contributed 
would cover 1) the "normal" costs of the plan, 2) the interest on the unfunded liability, and 3) a payment of 
principal on the liability to eliminate it in 30 years.  These three components comprise the "Annual Required 
Contribution," or "ARC."  For the last two years, however, UCFW and TFIR have become concerned that the 
Regents' plan may not be followed.  Regental action is needed to move to higher contributions over time, and 
the Senate has been informed that there are no plans to increase employer contributions beyond the 14% rate to 
become effective July 1, 2014. 
  
There are two sources of funds for UCRP: asset earnings and employee/employer contributions.  Our main 
concern is that employer contributions will be held too low in the early years to reduce the unfunded liability.  


The result is contributions higher than necessary for 
decades to come.  Two funding scenarios are shown in 
Figure 1 using data provided to UCFW and TFIR by 
The Segal Company, the Regents' actuary, who provide 
annual summaries of the status of UCRP to the Regents. 
 
The Annual Required Contribution (ARC) defines a 
path for contributions that will amortize the unfunded 
liability and achieve 100% funding.  The contributions 
necessary to meet ARC are extremely high in the first 
years.  But if these are made, and the plan earns its 
expected rate of return of 7.5%, two good things 
happen.  First, the unfunded liability declines, just like 
the principal part of a home loan.  Second, UC will 
have stopped digging a deeper hole because we won’t 
be foregoing the interest on the unfunded portion of the 
liability.  The required contributions come down fairly 
rapidly and the unfunded liability is eliminated. 


Year (July 1)


2010 2015 2020 2025 2030 2035 2040 2045


P
e
rc


e
n


t 
o


f 
P


a
y
ro


ll


6.0


8.0


10.0


12.0


14.0


16.0


18.0


20.0


22.0


24.0


Constant 14%


Annual Required Contribution


Borrow 2% stay 16%


UAAL ~ $ 20 B


UAAL = $ 0


UAAL ~ $12 B
UAAL ~ $ 1 B


Figure 1. Annual employer contribution rate to UCRP under a constant 14% rate (filled circles)


the rates needed to meet the TFIR proposal (filled squares) or a variable rate needed to meet


each year's Annual Required Contribution (open circles) from July 1, 2013 through


July 1, 2042.  UAAL = unfunded actuarial accrued liability.
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The filled circles show the employer contribution rising to 14% next July and then staying there.  Even 
assuming that the plan still earns its expected rate of return of 7.5%, the constant 14% employer contribution 
doesn't pay down the liability but actually causes it to increase at an initial rate of about $2.5 M per day, from 
about $12 B reaching about $20 B by 2042. 
   
The details of the growth of plan assets and of the unfunded liability under different scenarios are shown in 
Figure 2. For the constant 14% scenario, the normal cost of the plan amounts to 18% of payroll, so payroll 
deductions of 18% are needed just to cover the normal costs.  Starting in 2014, the sum of employer and 
employee contributions will reach 22%, but that additional 4% of payroll is not enough to start paying down the 
$12 B unfunded liability. This is because UCRP is expected to achieve an annual investment return of 7.5% 
when it is 100% funded; the Plan isn't earning 7.5% on the 24% of current pension liabilities that are unfunded.  
As a result, the 4% of payroll contributed above normal cost doesn’t even offset the foregone earnings of 7.5% 
of the $12B liability. 
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Figure 2 A - C.  Growth of the Actuarial Accrued Liability (solid line)and the Actuarial Value of Assets (dashed line) from July 1, 2013 through July 1, 2042.  The Actuarial Accrued 


Liability (AAL) is the amount of funding needed to cover the cost of meeting all future pension obligations based on past service credit and on the assumption that these assets 


will earn 7.5% annual returns.  Equivalently, it is the present value of all future pension UC anticipates providing, based upon employees’ service to date and an actuarial analysis 


of retirement and mortality experience of the UC population, using a 7.5% discount rate.  The Actuarial Value of Assets (AVA) is the current value of assets in the plan (based on 


five-year smoothing of returns; this analysis could also be done with the Market Value of Assets (MVA)).  The unfunded liability is calculated as AAL – AVA, and the funding ratio is 


calculated and expressed as a percentage as (AVA/AAL) * 100.  Because Segal’s projections are based on earning 7.5% each year, after a few years, there is no difference between 


using AVA and MVA in projections. A:  The projections assume employer and employee contribution rates of 14% and 8% of payroll.  B:  employer contribution is adjusted to 


meet the Annual Required Contribution whereas the employee contribution is fixed at 8% of payroll.  C:  Employee contribution fixed at 8% of payroll, with the employer 


contribution set at 14% plus a 2% surcharge to pay off a $1.7 B loan in 10 years and set at 16% thereafter, until the plan’s assets permit reductions in the employer contribution. 


 
Figure 2A also shows why the funding ratio is not a good measure of the health of UCRP.   In 2013, the 
Actuarial Accrued Liability (AAL) was $48.4 B, whereas the Actuarial value of Assets (AVA) was $36.7 B, 
leaving a $11.7 B shortfall and a funding ratio of 75.8%. In 2042, the projected AVA will be $154 B whereas 
the AAL is projected to be $134 B leaving a larger shortfall of $20 B but a funding ratio of 87%.   
Consequently, Figure 2A shows that an increasing funding ratio does not equate to a reduction in the unfunded 
liability.  Although the funding ratio becomes more favorable, this is not because the liability is being reduced.  
It is only because both the numerator and the denominator of the ratio increase at different rates over time while 
their difference also continues to increase. 
 
Figure 2B shows the growth of plan assets and the unfunded liability if UC were to make the Annual Required 
Contribution, instead of fixing the employer contribution at 14% of payroll.  The unfunded liability is 
eliminated, and the plan is projected to generate a small surplus, which could be fixed by reducing the employer 
contribution in the out-years even more than shown in Figure 1. 
   
The plan to contribute ARC each year is the least expensive way overall to eliminate the unfunded liability and 
remains the favored approach of UCFW and TFIR.  It also is the Regents Funding Policy starting in FY 2018.  
The campuses have objected because of the pressure on their operating budgets.  The TFIR resolution is a 
pragmatic compromise between the current policy of maintaining a funding policy that allows the unfunded 
liability to grow while being the most expensive funding plan overall, and meeting ARC.  In brief, the 
resolution calls for internal borrowing by UC of the amounts necessary to meet ARC over the next two years 
and paying off that loan in ten years with a 2% surcharge on the employer contribution rate.  Effectively, this 







  


raises the employer contribution rate to 16%.  After ten years we recommend that the employer contribution rate 
remain at 16%, although such a decision does not need to be made at this time. 
   
The effects of the TFIR proposal on contribution rates over time and the unfunded liability are shown in Figures 
1 and 2C.  We are grateful to UCOP for having given the opportunity to TFIR to work with the consultants from 
Segal to model this proposal in detail.  First, the proposal allows ARC to be met, through borrowing, for the 
next two years.  Second, it leverages the next expected increase in the employer contribution rate to 16%, thus 
increasing the return on the investment of those funds at the expected 7.5% rate of growth.  Third, assuming that 
the employer contribution rate remains at 16% after 2025, when the 10-year loan is paid off, then the required 
employer contribution rate is projected to drop in 2032 and the unfunded liability will be nearly paid off in 2042 
(filled squares in Figure 1). 
   
UCFW expects our administrators to say that UC “cannot afford” any higher contribution rate than 14%, or that 
the “opportunity costs” of adopting the TFIR proposal are too high.  The concept of opportunity cost is useful 


before committing to a specific policy, spending plan, 
or in this case, a pension benefit.  UC employees have 
already earned the pension benefits reflected in the 
unfunded liability; whether to pay for them is simply 
not a choice.  As the Senate has consistently 
emphasized, the only option is to act responsibility to 
deal with it now, or pay more in the future, to provide 
exactly the same benefits.  Taking a longer-term view, 
UCFW believes that UC cannot afford not to adopt the 
TFIR proposal. Figure 3 shows how much lower the 
total contribution percentage could be if UC substituted 
returns of 7.5% on the unfunded liability for the 
funding provided by contributions.  The interest 
income that UC foregoes by not being fully funded 
represents a substantial portion of employer 
contributions and represents roughly a third of the 
University’s annual state funding.  Those contributions, 
reduced then eliminated under the TFIR proposal, 
could be allocated to other priorities of the University, 
including undergraduate education, research, 


scholarships and financial aid, graduate student support, competitive salaries, etc.  Think of how much more UC 
could accomplish if it could shed the burden of employer contributions that must still go to UCRP as a 
consequence of not making modestly larger contributions now.  In the opinion of UCFW, the real opportunity 
cost is the cost of failing to adopt the TFIR proposal now in exchange for vastly improved economic 
opportunities in the future. 
 
UCFW and TFIR find the results of the projections to provide compelling support for the TFIR proposal for 
both financial and political reasons.  The proposal provides a viable, long-term solution to UCRP’s unfunded 
liability that should be noted by ratings agencies, sooner or later.  Moreover, the projections also show that UC 
can indeed manage UCRP effectively.  Finally, all of this can be accomplished with only a modest increase in 
employer contributions, provided the UC leadership has the fortitude and discipline to stick to the plan. 
 
UCFW therefore endorses the resolution from TFIR and asks that it be adopted by the Academic Council as 
Senate Policy.  We then ask that the policy statement be conveyed to the President for implementation.   
 
Sincerely, 
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Figure 3.  Foregone earnings at 7.5% as a percentage of payroll if 
employer contributions are frozen at 14% (filled circles) or if the 
TFIR proposal is followed (filled squares).  The difference between 
the lines is the cost of not replacing employer contributions with 
earnings from UCRP and represents the long-term “opportunity 
cost” of not adopting the TFIR proposal. 







  


J. Daniel Hare, UCFW Chair 
 
Enclosure 
 
Copy:  UCFW 
  Mary Gilly, Vice Chair, Academic Council 
  Martha Winnacker, Executive Director, Academic Senate 
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UNIVERSITY COMMITTEE ON FACULTY WELFARE (UCFW) Assembly of the Academic Senate 
TASK FORCE ON INVESTMENT AND RETIREMENT (TFIR) 1111 Franklin Street, 12th Floor 
James A. Chalfant, Chair Oakland, CA 94607-5200 
jim@primal.ucdavis.edu Phone: (510) 987-9466 
 Fax: (510) 763-0309  
 


April 22, 2014 
 


J. DANIEL HARE, CHAIR 


UNIVERSITY COMMITTEE ON FACULTY WELFARE 


 
RE:  TFIR Recommendation to Borrow to Fund UCRP  


 
On behalf of UCFW’s Task Force on Investments and Retirement (TFIR), I am pleased to submit 
the attached resolution for UCFW’s review, with the request that the committee endorse the 
resolution and refer it to the Academic Council for adoption as Academic Senate policy. 
 
Specifically, TFIR asks that UCFW and the Academic Council 
 


(i) reiterate past support for the goal of making contributions to UCRP that are at least 


as large as the Annual Required Contribution (ARC); 


 


(ii) support borrowing from STIP or other appropriate sources, to meet the level of 


contributions called for in following the Regents Funding Policy to contribute ARC;  


 


(iii) support repayment of the loan from an additional employer contribution of 


approximately 2% (for ten years), as was done in 2009-10;  


 


(iv) support a plan to reconsider appropriate level for the employer contribution after 


the loan is repaid. 


 


The full statement follows as an attachment.  Its roots will be quite familiar to UCFW and can be 
found in the numerous statements that the Senate has endorsed, over the last decade,1 concerning 
the University of California Retirement Plan (UCRP).   The Senate has consistently warned of 
the need to restore the Plan’s funded status, specifically advocating a more aggressive “ramp-up” 
of contributions to restore the Plan to 100% funded status.  This resolution recommends that the 
University use borrowing from either internal or external funds to meet its obligations to fund 
UCRP.  The recommendation builds upon the Senate’s previous support for borrowing from the 
Short-Term Interest Pool (STIP) to fund the Annual Required Contribution (ARC) in 2009-10, 
and is consistent with the funding policy adopted by The Regents in December, 2010.2  It would 
permit the University to continue its “ramp-up” of contributions to levels needed to reduce the 
Plan’s unfunded liability. 
 


                                                 
1 http://senate.universityofcalifornia.edu/reports/. 
2 http://regents.universityofcalifornia.edu/regmeet/dec10/j1.pdf 







  


TFIR is concerned that, while the University has made much progress toward restoring the Plan 
to health, there is apparently a belief that we have done enough.  TFIR’s analysis of projections 
prepared by the Segal Company, the consulting actuarial firm of The Regents, reveals that this 
belief is mistaken.  The University is exposed to a serious fiscal risk as long as the Plan remains 
under-funded, as well as a political risk that the large unfunded liability will be cited in calls for 
reform of pension benefits.  As UCFW knows, UC has already enacted a series of reforms to 
reduce the cost of providing pension and other post-employment benefits, but the unfunded 
liability represents a serious fiscal problem, first and foremost.  Moreover, critics of public-sector 
pensions can cite figures such as the large unfunded liability as evidence that further reforms and 
limits are needed, which means that the University is taking on an unnecessary political risk.  
Limits on the benefits that UC can offer would seriously compromise our ability to recruit the 
best faculty and staff.  The main message of our resolution should therefore be understood to be 


that TFIR believes very strongly that the University can manage its pension plan without outside 


intervention, but it needs to take action, to demonstrate that fact. 


 
TFIR recognizes that the current plan to move to 14% employer contributions put significant 
pressure on operating budgets.  TFIR’s view is that increased contributions for debt service now 
will have a less adverse impact than permanently higher contributions later.  Put simply, the 
more of the funds in the Plan that come from asset earnings, the less are needed from employee 
and employer contributions.  That is why the cost of remaining below fully funded status seems 
so wasteful and so staggering; using the actuarial rate of return of 7.5%, the foregone annual 
earnings due to the unfunded liability of nearly $12B are nearly $900M in the current year alone. 
 
The borrowing plan called for in the resolution reduces the maximum employer contributions 
required in the future, without any increase in employee contributions.  Over the long term, this 
brings relief to all funding sources and frees sorely needed resources to provide funding for all 
aspects of the University’s mission.  The reductions in employer contributions over time would 
represent a highly visible demonstration that UC is capable of managing its benefits programs 
efficiently, bolstering the argument for preserving the Plan and for the full restoration of state 
support. 
 
As UCFW knows, the contributions required to provide pension benefits that accrue to each year 
of service by employees are based on calculations that assume that the plan will be fully funded 
and earn an actuarial rate of return equal to 7.5%.   To the extent that the Plan is underfunded, 
UC is foregoing earnings on the assets that should have been in the plan—using the actuarial rate 
of return of 7.5%, that represents foregone earnings of nearly $900M in the current year alone.  
Pension benefits that are not funded from earnings on assets invested in the plan must be paid for 
with a combination of employee and employer contributions.   
 
The recent downgrading of UC’s credit rating provides a clear demonstration of the effects of 
inaction, and of the need for the University to deal with the large unfunded liability in UCRP.   
The Senate has long been out in front on these funding issues, and this plan is more fiscally 
responsible than what the administration seems to be advocating.  We hope that the Senate’s 
support and encouragement toward greater fiscal responsibility would move the administration 
toward our position.  It would certainly represent adopting a more responsible fiscal plan. 
 
In short, TFIR acknowledges the argument that increasing contributions is painful.  The ongoing 
accumulation of reserves by the campuses suggests that the pain would not be too great. 







  


 
TFIR looks forward to providing any additional analysis or further recommendations, to support 
UCFW’s deliberations. 
 
Best regards, 
 


 
James A. Chalfant, Chair 
UCFW-TFIR 
 
Enclosure 
 
Copy: UCFW 
 UCFW-TFIR 
 Martha Winnacker, Executive Director, Academic Senate 
  
  
 
 







Proposed Academic Senate Resolution on Borrowing to Reduce the Unfunded 


Liability in the University of California Retirement Plan (UCRP) 


 


Whereas: 


 
Retirement benefits are an important component of total remuneration for all UC 
employees; 
 
Employees benefit from being able to plan on a secure, stable retirement; 
 
The University benefits from maintaining a defined-benefit pension plan that helps 
recruit and retain top faculty and staff and also helps to encourage retirement at a targeted 
age, bringing regular renewal of the workforce; 
  
Benefits accrued to date within UCRP cannot be reduced, and the University must 
therefore eliminate the unfunded liability within UCRP over time; 
 
There are only two sources of funding for UCRP: asset earnings and employee/employer 
contributions in the form of assessments on covered compensation; 
 
The June 30, 2013 report on the plan’s funded status indicated an unfunded liability of 
$11.7 billion;   
 
The Regents have approved a plan to increase the employee contribution to 8%, reducing 
employees’ take-home pay and further eroding the competitiveness of UC’s total 
remuneration; 
 
Employer contributions of 14% and higher represent a drain on the operating budget. The 
result is that 
 


 contracts and grants involve higher costs than at comparison institutions, due 
to the higher annual benefits costs associated with salaries paid from these 
funding sources; 


 the clinical enterprise is less competitive due to higher benefits costs for 
employees whose salaries are funded from clinical revenues; 


 employer contributions associated with employees whose salaries are state-
funded reduce the funds available for other priorities, such as graduate-student 
support or reducing class sizes. 
  


These high costs are not due to the benefits being excessively generous; instead, they are 
due to the inefficient funding of the benefit that relies too much on future contributions 
and not enough on asset earnings; 
 
Approximately two-thirds of UC’s total covered compensation is from sources other than 
state-funding.  Increasing contributions made by all funding sources therefore leverages 
state funding, by requiring equivalent contribution levels for covered compensation paid 







by non-state sources.  Each dollar contributed using state general funds brings two dollars 
of funding from outside sources; 
 
The Regents have authorized the President to use borrowing from either internal or 
external sources to provide funding necessary to follow the Regents Funding Policy and 
contribute the full Annual Required Contribution (ARC);   
 
Projections show that a loan in the amount necessary to fund the full ARC for 2013-14 
and 2014-15 could be repaid without unsustainable cost.  For instance, internal or 
external debt payable over ten years with a 3% interest rate would require repayments 
equivalent to roughly 2% of covered compensation; 
 
Be it Therefore Resolved that: 


 
 The Academic Council reiterates its past support for the goal of making 


contributions to UCRP that are at least as large as the Annual Required 
Contribution; 


 The Academic Council supports borrowing from STIP or other appropriate 
sources, to meet the level of contributions called for by the Regents Funding 
Policy to contribute ARC; 


 The President should authorize borrowing from either internal or external 
sources to contribute ARC for 2013-14 and for 2014-15, with repayment to be 
funded using a payroll assessment---paid by all funding sources---equalling 
approximately 2% of payroll, to be added to the employer contribution 
percentage of 14% beginning July 1, 2014. 
 


a) The minimum amount of borrowing should be the amount necessary to 
contribute the full ARC for all state-funded covered compensation and 
all other covered compensation (i.e., non-state-funded covered 
compensation), or approximately $1.7B, based upon the most recent 
actuarial report to The Regents;1 


b) The loan should be repaid using an employer contribution, expressed 
as a percentage of payroll sufficient for repayment in no more than ten 
years, with all funding sources assessed the same percentage to fund 
the repayment of the initial loan; 


c) There should be a reconsideration of the appropriate level for the 
employer contribution after the loan is repaid. 


 


                                                      
1
 http://regents.universityofcalifornia.edu/regmeet/nov13/f10.pdf. 
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UNIVERSITY COMMITTEE ON PLANNING AND BUDGET (UCPB) Assembly of the Academic Senate 
Donald F. Senear, Chair 1111 Franklin Street, 12th Floor 
dfsenear@uci.edu Oakland, CA 94607-5200 
 Phone: (510) 987-9466 
 Fax: (510) 763-0309  


 
 


April 24, 2014 
 


WILLIAM JACOB, CHAIR 
ACADEMIC COUNCIL  
 
Re: Investing in UCRP 


 
Dear Bill,  
 
One of the UC’s most important assets in faculty recruitment and retention is its defined benefit 
pension plan, UCRP. For the past many years, during which total faculty salaries have lagged our 
peer institutions, the benefits offered by this plan have played a critical role in total remuneration 
enabling UC to maintain a world-class faculty. The defined nature of the benefits plays a major 
role in retention of faculty who have been at UC for 15 or 20 years and are at the peak of their 
productivity. At the same time, the defined benefits from UCRP also induce faculty to retire 
without the financial concerns of other types of retirement plans, creating openings for timely 
renewal of the faculty via new hires. In recognition of its critical role in supporting the world-class 
strength of its faculty it must be one of the university’s highest priorities to maintain the health of 
this pension fund. 
 
UCRP is in a precarious financial position.  UCRP currently has an unfunded liability (actuarial 
cost of earned benefits in excess of the fund balance) of approximately $12B. This liability is a 
historical legacy stemming from the last several years of an 18-year contribution holiday (1992-
2010) that coincided with investment losses resulting from a severe economic downturn beginning 
in late 2007. In response, the Regents approved a policy that requires full funding of new 
obligations (referred to as the Normal Cost) and amortization of the unfunded liability over a 30 
year period (the total is referred to as the Annual Required Contribution or ARC), but offering 
some leeway in how to achieve this in the early years. Though several years behind target already, 
UC has ramped up both employee and employer contributions, with the latter planned to increase 
by 2% annual increments until it reaches a maximum of 18%. This rate would be required until 
approximately 2030 according to projections by the UC’s pension consultant, Segal & Associates, 
before it would begin to decrease towards the rate necessary to fund new obligations alone.  
 
Many University officials have raised significant objections to following the modified funding 
policy up to an employer contribution of 18% due to concerns about the effect on the UC operating 
budget. However, if the UC were to cap its employer contribution rate at 14% (the July 1, 2014 
rate) as has been suggested, the unfunded liability would continue to grow to approximately $20b 
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by 2042 while the funded ratio for UCRP would level off in the 80-85% range. Some university 
officials, both at OP and on campuses, have suggested that such a low funding ratio is acceptable, 
or even that full funding is irresponsible.  
 
The University Committee on Planning & Budget (UCPB) disagrees with this view and considers 
a goal of less than full funding to be imprudent. First, such a scenario will require a continuation of 
high contribution rates for many decades in order to make up with contributions (that come from 
operating funds) for investment returns that are not earned on the unfunded liability. Second, this 
would expose the future operations of the university to substantial unjustified risk in the (almost 
inevitable) event of another major economic down-turn sometime during the next several decades. 
In responding to a question from Regent Makarechian at the April Regents meeting CFO Peter 
Taylor characterized this as the greatest risk to the long term financial stability of the university.  
 
UCPB supports the proposal, coming from the University Committee on Faculty Welfare  
(UCFW) and its Task Force on Investment & Retirement (TFIR) to increment the employer 
contribution by an additional 2% in 2015 with this additional contribution used to fund the debt 
service on a loan of approximately $1.8b to UCRP to immediately lower the unfunded liability to 
approximately $10b.  
 
UCPB has analyzed projections from Segal & Associates that were generated in response to a 
request from the UCFW according to specifications outlined by TFIR. These model the effect of 
borrowing funds in the next two years to make up the difference between the current contribution 
rate and the rate that would be necessary according to ARC, thereby reducing the unfunded 
liability through one-time infusions of cash. It is clear from the Segal analysis that there is 
tremendous leverage and a major advantage to the UCFW borrowing plan. Borrowed funds could 
come from internal or external sources, such as bond sales, state general fund infusions, or internal 
borrowing from capital reserves.  The University conducted such transactions in 2011 and 2012, 
each time adding $1B to the UCRP trust to lower the unfunded liability.  
 
Today, the case for borrowing remains compelling: 
 
Regardless of the source of the funds, the case for borrowing to address the unfunded liability is 
very strong.  Borrowing to fund UCRP is actually beneficial, independent of the amount borrowed 
and independent of the source, as long as there is a significant difference between the cost of 
borrowed funds and a conservative assumption of long-term yield for the UCRP trust fund (the 
actuarial projections assume a 7.5% yield). The modeling from Segal makes it clear that in the 
current climate, using the next 2% contribution increment to pay debt service for $1.8b in 
borrowed funds would have a much greater impact on both the reduction of the unfunded liability, 
and on the time before future contributions can be decreased towards the normal cost of benefits, 
than if that same 2% increment was used as an additional regular contribution. While borrowing 
from STIP/TRIP is an attractive source of funds, the conclusion that borrowing is attractive does 
not rely on this as the funding source. 
 
UC has capital on hand that can be used for this purpose.  The current amount of working capital 
(reserves) on hand and their near doubling over past five years - from $7.3b on Jun 30, 2008 to 
$13.8b on Jun 30, 2013, reflecting an average annual growth of $1.3b - lead to several conclusions. 
First, these funds are not currently being employed in an optimal manner to address the missions of 
the university. Second, the rapid increase in these fund balances, especially during a period when 
state funding allocations have decreased represents a serious political liability. Third, these funds 







can provide substantial working capital (at least $2b according to the most recent analysis of the 
CFO, dated Mar 2014) that could be invested in UCRP with no disruption to the operation of 
STIP/TRIP and no impact on the availability of funds compared to current investment strategies 
for these funds. 
 
Investing in UCRP does not represent a shift in investment allocation practices, available capital, 
or decision-making processes.  The decision to invest in UCRP could helpfully be framed as a 
decision to include an intermediate-term UCOP "bond" in TRIP as a component of its fixed 
income investment portfolio. Opposition to this approach has apparently been raised by the ten 
campus chancellors. UCPB understands the chancellors’ interest in the management of these 
funds. However, it is UCPB’s view that the decision to loan these funds is fundamentally an 
investment decision that should be made on a systemwide basis by the CIO, just as all other 
investment decisions for TRIP are made by the CIO.   The obligation to the chancellors is that 
STIP and TRIP meet their investment objectives, e.g., target returns for both, immediate demand 
of depositor funds from STIP, and operate within the constraints of design asset allocation and risk 
exposure for TRIP. The requirement for liquidity of working capital is in the purview of the CFO. 
UCOP needs to take a stronger hand both in the investment decision and in insisting that available 
working capital be deployed to address fundamental institutional goals. This is important not only 
in the present context, but is also a more general concern, due to the potential political liability, of 
having a very large depository of “unused” rainy day funds in STIP/TRIP. 
     
Borrowing now protects the future operating budget of the University. In the short to intermediate 
term, borrowing decreases the employer contribution necessary to comply with the Regents policy, 
e.g., to meet ARC by 2018. Over the longer run, borrowing leads to a significant decrease in the 
time period before contributions can be returned to the Normal Cost level needed for new 
obligations, thus benefiting the university’s operational budget, while simultaneously decreasing 
the exposure of this budget to future market volatility. Given a substantial unfunded liability and a 
funded ratio that would remain well below 100% for the next several decades, the almost 
inevitable market downturn has the potential to cripple UC’s financial health, as acknowledged by 
CFO Taylor’s expressed concerns.  Such a scenario has the potential to greatly reduce the 
university’s operations, or to force a reduction in post employment benefits and with it the 
competitive position of the university for faculty, or both. Either has the potential to result in 
dramatic and long-term damage to the quality of the UC. 
 
UCPB is also mindful of additional external considerations. UCPB certainly agrees with the UC’s 
position that funding UCRP is a state obligation, consistent with all other state pension funds. 
However, while there has been progress in convincing the state to accept responsibility for Normal 
Cost, this is not a likely or timely source to address the current unfunded liability. UCPB has 
discussed with the office of the CFO the potential impacts of borrowing to fund UCRP on debt 
capacity, bond ratings and the cost of borrowed capital. While the effects are a bit difficult to 
predict, since both additional debt and the unfunded liability show up as liabilities on UC’s balance 
sheet, it is possible that additional borrowing for UCRP would force some reprioritizing of other 
UC capital needs. The importance of a well-funded plan to the UC and the risk the unfunded 
liability poses to the long-term financial stability of the institution, justify such reprioritizing.  
 
In conclusion, UCPB recommends strongly that the Regents policy for funding UCRP be followed 
and that the next incremental increase in employer contributions be used to service the debt on a 
loan.  
 







 
Sincerely, 
 


 
 
Donald Senear 
UCPB Chair  
 
 
cc: UCPB 


Martha Winnacker, Senate Executive Director  
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Meeting of June 20, 2014 


 
 AGENDA ITEM C 
 
 
UCRP – Proposal to Fund UCRP Modified Annual Required Contribution with Contribution 
from Short Term Investment Pool  
 
An update will be provided on a proposal to fund the UCRP modified annual required 
contribution from the Short Term Investment Pool.  
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Meeting of June 20, 2014 


 
 AGENDA ITEM D 
 
 
UCRS Advisory Board – Draft Letter on Resolving the Deficit in the UCRP Trust Fund  
 
Chair Shane White will provide the Board with a draft copy of a letter from the Board to the 
President concerning borrowing to fund UCRP to help address its unfunded actuarial accrued 
liability (UAAL). It is expected that the Board will discuss the draft, which will be finalized and 
distributed to the Board members prior to being sent to the President at a later date.  
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Meeting of June 20, 2014 


 
 AGENDA ITEM E 
 
 
UCRP – New GASB Accounting Standards for Public Sector Pension Plans and Sponsoring 
Employers  
 
Actuary John Monroe from the Segal Company will provide an overview of new Governmental 
Accounting Standards Board (GASB) reporting standards that impact public sector pension plans 
and sponsoring employers. 
 
The GASB is a private, non-governmental organization that strives to establish and improve 
standards of state and local governmental accounting and financial reporting. It is recognized as 
the source of generally accepted accounting principles by state and local governments.   
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Gearing Up to Comply with
GASB’s New Accounting
Standards for Public
Sector Pension Plans and
Sponsoring Employers
Concluding a process that began 
five years ago, in August 2012 the
Governmental Accounting Standards
Board (GASB) published new account-
ing and financial reporting standards
for pension plans provided through
state and local retirement systems and
their sponsoring employers that GASB
had approved in late June. GASB
Statement 67, Financial Reporting for
Pension Plans, which will apply to
state and local pension plans established
as trusts or similar arrangements, will
replace GASB Statement 25 for fiscal
years beginning after June 15, 2013.
GASB Statement 68, Accounting and
Financial Reporting for Pensions 
by State and Local Governmental
Employers, which will apply to gov-
ernments that sponsor or contribute to
state or local pension plans, will replace
GASB Statements 27 and 50 for fiscal
years beginning after June 15, 2014.1


Statements 67 and 68 establish stan-
dards for measuring and recognizing
liabilities for accounting purposes,
including the actuarial cost method,
the discount rate and the amortization
methods. In addition, they specify
financial statement note disclosure and
required supplementary information.
This Public Sector Letter summarizes


the key components of the new stan-
dards, which make significant changes
to pension accounting and financial
reporting for pension plans and for
state and local governments that spon-
sor pension plans.2 The Public Sector
Letter concludes with a discussion of
the implications of the new accounting
standards for sponsors of state and
local government plans.


GASB’S NEW ACCOUNTING


STANDARDS DIFFER BY PLAN TYPE


In applying governmental accounting
and financial reporting standards,
GASB makes distinctions among 
different types of pension plans and
their participating employers:


1 Single-employer pension plans pro-
vide pensions to the employees of
only one employer.


1 Agent multiple-employer pension
plans provide pensions to employ-
ees of multiple employers. The plan
assets are pooled for investment
purposes but separate accounts 
are maintained for each individual
employer so that each employer’s
share of the pooled assets is legally
available to pay the benefits of 
only its employees.


1 Cost-sharing multiple-employer
pension plans provide pensions to
employees of multiple employers. The
pension obligations for all employees
are pooled and plan assets can be used
to pay the benefits of the employees
of any employer that provides pen-
sions through the pension plan.


DIVORCE OF PENSION ACCOUNTING


FROM FUNDING MEASURES


Unlike GASB’s current accounting stan-
dards, which provide for a close link
between pension accounting and fund-
ing measures, the new accounting
standards have divorced financial
reporting from any contribution req-
uirements. Under the current standards,
the annual required contribution (ARC)
is essentially the accounting expense,
and serves as a de facto funding standard
for many plans because one of the dis-
closures is a historical comparison of
the actual contribution made to the ARC.
GASB does not — and never did —
establish funding standards for public
pension plans, and the new accounting
standards make that clear by formally
divorcing accounting from funding.


In many cases, the new standards do
provide for a disclosure similar to the
old ARC, but do not require it. For
single and agent employers and for
the pension plans of single and cost-
sharing employers, if an actuarially


IN THIS ISSUE:


1 GASB’s New Accounting
Standards Differ by Plan Type


1 Divorce of Pension Accounting
from Funding Measures


1 Introduction of a 
New Measurement: 
Net Pension Liability


1 Discount Rate for Calculating
Total Pension Liability


1 Recognition of Pension Expense
by Employers


1 Cost-Sharing Employers


1 Measurement Timing 
and Frequency


1 Implications


1 If practical, employers are required to restate prior
financial statements. Otherwise, employers should
reflect the cumulative effect of the new accounting
standards in the financial statements as a restatement
of beginning net position. Both Statements and related
information, including fact sheets that GASB released
in October, can be accessed from the following page 
of GASB’s website: http://www.gasb.org/cs/Content
Server?site=GASB&c=Page&pagename=GASB%2FP
age%2FGASBSectionPage&cid=1176158721844


2 Readers familiar with the Exposure Drafts issued by
GASB in 2011 will find that the final statements gener-
ally follow the provisions of Exposure Drafts. GASB 
has made compliance somewhat easier in some areas
including more flexible measurement dates and delayed
effective dates.
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determined contribution (ADC)3 is cal-
culated, the required supplementary
information will show comparison of
the actual contributions made to the
ADC. For single, agent, and cost-sharing
employers and for the pension plans of
single and cost-sharing employers, if an
ADC is not calculated and the contri-
butions are statutorily or contractually
required, the required supplementary
information will show comparison
of the actual contributions made to
the statutory or contractually req-
uired contribution. The comparison
of actual contributions to the ADC
or the statutory/contractual contribu-
tions is not required for cost-sharing
multiple-employer pension plans or
their contributing employers.4


The optional nature of reporting the
ADC comparison to actual contribu-
tions further emphasizes GASB’s
intentional divorce of funding 
from accounting.


Single and agent employers whose pen-
sion plans do not determine an ADC
 should consider a review of their fund-
ing policy in order to develop an ADC.


INTRODUCTION OF A


NEW MEASUREMENT: 
NET PENSION LIABILITY


For single and agent employers, the
balance sheet in the basic financial
statements will include a measure of the
unfunded (or overfunded) pension ob-
ligation, called the net pension liability
(NPL).5 The new NPL is equal to the
total pension liability (TPL) minus the
plan’s fiduciary net position (GASB’s 


term for the market value of plan assets).
Single and cost-sharing pension plans
will report the components of the NPL
in the notes to the pension plans’ finan-
cial statements. The NPL should be
measured as of a date no earlier than the
end of the employer’s prior fiscal year.


The TPL is the portion of the actuarial
value of projected benefit payments that
is attributed to past periods of service.
Those projected benefits include pro-
jected salary increases, projected 
service, automatic cost-of-living
adjustments (COLAs), and ad hoc
COLAs to the extent that they are con-
sidered substantively automatic. All
plans are required to use the entry age
actuarial cost allocation method to
determine the total liability as of the
reporting period: projected benefits are
discounted to their present value as of
employees’ hire ages and then attributed
to employees’ expected periods of
employment as a level percentage of pro-
jected payroll. Many states and local
pension plans already use the entry age
actuarial cost method for funding pur-
poses, along with a discount rate based
on the long-term expected rate of
return on plan investments. The TPL is
based on a discount rate that may be
based in part on a municipal bond rate.
The derivation of the discount rate is
described in detail in the next section. 


DISCOUNT RATE FOR CALCULATING


TOTAL PENSION LIABILITY


If current and expected future plan
assets (related to benefits for current
plan participants) are insufficient to
cover future benefit payments for
current employees and retirees, the new
basis for discounting projected benefit
payments to their present value would
require using a “blended” discount rate.


The long-term expected rate of return
can be used to discount only those pro-
jected benefits that are covered by
projected assets. Any projected benefits
that are not covered by projected assets
would be discounted using a yield or
index rate for 20-year tax-exempt mun-
icipal bonds with an average rating of
AA/Aa or higher. The blended discount
rate, which GASB calls the single dis-
count rate, is determined as follows:


1 Project annual future benefit pay-
ments for current employees, inactive
employees and retirees.


1 Project the annual value of plan assets
including current assets, projected
employer and employee contribu-
tions, and investment earnings. Note
that any projected contributions 
intended to finance the service cost
of future employees are excluded.
Projected contributions from future
employees are also excluded unless
those contributions are projected 
to exceed the service costs for 
those employees.


1 Discount projected benefits using
the long-term expected rate of
return to the extent that the pro-
jected assets exceed the projected
benefit payments.


1 Discount all other projected bene-
fits using the municipal bond rate.


1 Determine the single discount rate
that, when applied to all projected
benefits, equals the sum of the two
present values using the long-term
expected rate of return and the
municipal bond rate.


Note that if contributions are estab-
lished by contract or statute or if a
written funding policy related to em-
ployer contributions exists, professional
judgment should be applied to pro-
ject employer contributions based on
those contractual, statutory or policy
provisions. Professional judgment
should consider the most recent five-


5 Under current accounting rules, the only balance sheet
pension liability is the “Net Pension Obligation” which
is the cumulative difference (if any) between the ARC
and the actual contributions. This meant that employers
who consistently contributed the ARC amount
showed no pension liability on their balance sheets.


3 The ADC is defined as follows:


A target or recommended contribution to a defined
benefit pension plan for the reporting period, deter-
mined in conformity with the Actuarial Standards
of Practice based on the most recent measurement
available when the contribution for the reporting
period was adopted.


4 A large table that summarizes the disclosure require-
ments introduced by Statements 67 and 68 is
available as an online supplement to this Public Sector
Letter. See the following page of The Segal Company’s
website: http://www.segalco.com/publications/
publicsectorletters/dec12supp.pdf
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year contribution history and should
reflect all known conditions. Other-
wise, the projected contributions are
limited to the average of the most
recent five-year period, although this
may be modified based on considera-
tion of subsequent events. This is
another reason employers should
consider establishing a funding policy
if one does not currently exist.6


RECOGNITION OF PENSION EXPENSE


BY EMPLOYERS


For single and agent employers, pension
expense in the current reporting period
is based on changes in the NPL dur-
ing the period. Most annual changes
in NPL are immediately recognized 
as pension expense when they occur.
These changes include the following
(a plus sign indicating that a change
is an increase in the NPL and so is an
addition to pension expense, while a
minus sign indicates the change is a
decrease in the NPL and so is a sub-
traction from pension expense):


1 Service cost (i.e., normal cost 
under the entry age actuarial 
cost method (+),


1 Interest on the TPL (+),


1 Projected (i.e., expected) earnings
on the plan’s investments (–),


1 Actual member contributions (–),


1 Administrative expenses (+), and


1 Changes in TPL due to changes 
in benefit provisions (+ or –).


Other changes in the NPL are included
in pension expense over the current and
future periods. These changes include:


1 Changes in TPL due to assumption
changes or gains and losses are 
recognized over a closed period
equal to the average of the expected


remaining service lives of all em-
ployees that are provided with 
benefits through the pension plan,
including active employees, inactive
employees, and retirees, and


1 Differences between assumed and
actual investment returns on pension
plan assets are recognized as pension
expense over a closed five-year period.


The requirements discussed above
apply to employers that sponsor 
pension plans. Pension plans do not
recognize pension expense. However,
pension plans must disclose a sched-
ule of changes in the NPL, which will
include most of the above items.


COST-SHARING EMPLOYERS


Under current GASB accounting stan-
dards, a cost-sharing employer’s pension
expense is its contractually required
contribution to the cost-sharing pen-
sion plan. The balance sheet liability
is the accumulated difference (if any)
between the contractually required
contribution and the actual contribu-
tion. The majority of cost-sharing
employers contribute the contractual-
ly required contributions to the plan
and therefore have no liability for
pensions on their balance sheet. 


1 Net Pension Liability Under 
the new standards, an employer
participating in a cost-sharing
multiple-employer pension plan
would report an NPL in its own
financial statements based on its
proportionate share of the collec-
tive NPL for the entire plan. The
NPL for the entire plan is deter-
mined using the methods described
above for single and agent employ-
ers. An individual employer’s 
proportionate share of the collec-
tive NPL is determined using a
method that is consistent with 
how the cost-sharing plan deter-
mines the contributions for the
cost-sharing employers. A method
that is based on the employer’s


projected long-term contributions
to the pension plan as compared 
to the total projected long-term
contributions of all employers is
encouraged. The method could be
based on the individual employer’s
share of the total employer contri-
butions, payroll, or the method
used by the cost-sharing plan to
determine employer contribution.


1 Pension Expense Consistent with
reporting NPL, a cost-sharing 
employer’s pension expense will 
be its proportionate share of the
collective pension expense for the
entire plan. In addition, if there 
is a change in the employer’s pro-
portion of the collective NPL since
the prior measurement date, the 
net effect of that change is recog-
nized in pension expense over 
the remaining service lives of all
employees, inactive employees, 
and retirees. Similarly, the annual
difference between an employer’s
actual contributions and its 
proportionate share of total 
contributions is recognized in 
pension expense over the remaining
service lives of all employees, 
inactive employees, and retirees.
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6 For more information on establishing a successful 
funding policy, see The Segal Company’s November
2011 Public Sector Letter: http://www.segalco.com/
publications/publicsectorletters/nov2011.pdf


Special Funding Situations


The new accounting standards address
special funding situations, when an
entity (called a nonemployer contributing
entity) that does not employ plan partic-
ipants is legally responsible for making
contributions directly to the pension
plan. An example of a special funding
situation is when the state pays a portion
of the contribution for the school district.
The nonemployer contributing entity
must recognize an NPL and expense by
applying the cost-sharing measurement
described just above to the collective
NPL and expense. The employer then
recognizes a reduction in NPL and
expense equal to the nonemployer 
contributing entity’s proportionate 
share of the collective NPL and expense. 
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MEASUREMENT TIMING


AND FREQUENCY


The measurement date of the NPL is
as of a date no earlier than the end of
the employer’s prior fiscal year. Plan
assets must be determined as of the
measurement date. Actuarial valua-
tions that determine the TPL must be
performed at least every two years,
although more frequent valuations are
encouraged. The TPL as of the mea-
surement date is determined either by:


1 An actuarial valuation as of the
measurement date, or


1 Use of update procedures to roll
forward from an actuarial valuation
performed as of a date not more
than 30 months plus one day prior
to the current fiscal year end.


IMPLICATIONS


As noted, current GASB standards
base pension expense on the ARC,
which requires amortization of the
unfunded liability over a period no
greater than 30 years. In addition,
funded status information does not
appear in the financial statements, 
but does appear in the footnotes.
GASB’s new accounting standards
substantially redefine pension expense
and move funded status information
to the balance sheet. These changes
may have significant consequences 
for state and local governments:


1 Reporting the NPL on the entity’s
financial statements (rather than
reporting the historical difference
between actual contributions and
the ARC) will change the focus 


of the statements from the entity’s
long-term commitment to fund its
obligation to a short-term emphasis
 on the funded status snapshot 
in time.


1 Immediate recognition of changes
in liability due to plan amendments
and accelerated recognition of
changes in liability due to actuarial
gains and losses and changes in
actuarial assumptions will result in
a pension expense very different
from the contribution amounts 
and will likely cause confusion
between pension expense and pen-
sion funding. In addition, this heavy
emphasis on immediate recognition
of liability changes may result in
policymakers choosing short-term
expediency rather than the long-
term impact of their decisions.


1 It will be natural for stakeholders 
to compare the NPL to the unfund-
ed actuarial accrued liability and
pension expense to contribution
requirements even though one set of
numbers is for accounting purposes
and the other is for funding purposes.
This comparison will cause concern
and confusion. It will be important
for entities to communicate with
stakeholders about the purpose of
each measurement.


This confusion may lead to certain
parties using the results for political
and personal ends rather than focus-
ing on the goals and objectives that
are the reasons that the retirement
systems were first created. This may
lead to unintended consequences for


taxpayers, plan participants and the
users of government services.


For all the above reasons, retirement
plans and the sponsors of these 
plans should establish or revisit 
existing funding policies to assure 
that they support long-term funding
commitments, provide intergenera-
tional equity and are transparent 
to stakeholders.


■   ■   ■


For more information about GASB’s
new pension accounting standards or
assistance in working with auditors to
comply with those standards, contact
your Segal Company benefits consul-
tant or one of the following experts:


1 Kim Nicholl, FSA, FCA, MAAA, EA
312.984.8527
knicholl@segalco.com


1 Paul Angelo, FSA, FCA, MAAA, EA
415.263.8273
pangelo@segalco.com


1 Leon Joyner, Jr.,ASA,FCA, MAAA, EA
678.306.3119
rjoyner@segalco.com


1 Cathie Eitelberg
202.833.6437
ceitelberg@segalco.com
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To receive Public Sector Letters
and other Segal Company 
publications of interest to state
and local government employers
as soon as they are available
online, register your e-mail
address via Segal’s website:
www.segalco.com


For a list of Segal’s offices, visit
www.segalco.com/about-us/
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the balance sheet. These changes may have significant 
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Required by Statement 67 
(for Plans) and Statement 68 
(for Employers)


Disclosure Items in GASB’s New Accounting Standards for
Public Sector Pension Plans and Sponsoring Employers
This table summarizes the disclosure items in Statement 67, Financial Reporting for Pension Plans and Statement 68, Accounting and
Financial Reporting for Pensions by State and Local Governmental Employers, that must be reported in notes to financial statements.


1 Name of the pension plan


1 Identification of the public employee retirement system or other entity that administers the pension plan


1 Identification of the pension plan as a single-employer, agent or cost-sharing pension plan


1 Classes of employees covered (e.g., general employees and public safety employees)


1 The number of employees covered, broken down into the following groups: retirees and/or their beneficiaries currently
receiving benefits, inactive employees entitled to but not yet receiving benefits and active employees


1 Brief description of the benefit terms, including the types of benefits; the key elements of the pension formulas; terms
or policies, if any, with respect to automatic postemployment benefit changes (including automatic COLAs) and ad
hoc postemployment benefit changes (including ad hoc COLAs)


1 The authority under which benefit terms are established or may be amended


1 Closure to new entrants, if applicable


1 Brief description of contribution requirements, including the basis for determining contributions if the pension plan or
the entity that administers the pension plan has the authority to establish or amend contribution requirements


1 Disclosure of the number of participating employers (if the pension plan is a multiple-employer pension plan)


1 Whether the pension plan issues a stand-alone financial report (or it is included in the report of a public employee
retirement system or another government) that is available to the public and, if so, how to obtain the report (for
example, a link to the report on the public employee retirement system’s website).


1 Disclosure of the number of nonemployer contributing entities, if any


1 Information about the plan’s board and its composition (e.g., the number of trustees)


Whether the pension plan issues a stand-alone financial report (or it is included in the report of a public employee retirement 
system or another government) that is available to the public and, if so, how to obtain the report (for example, a link to
the report on the public employee retirement system’s website)


Required by Statement 67 
(for Plans) Only


Required by Statement 68 
(for Employers) Only
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DISCLOSURE ITEMS IN GASB’S NEW ACCOUNTING STANDARDS FOR PUBLIC SECTOR PENSION PLANS AND SPONSORING EMPLOYERS


PLAN INVESTMENTS


Required by Statement 67 
(for Plans) Only


1 Investment policies, including procedures and authority for establishing and amending investment policy decisions, policies 
pertaining to asset allocation and a description of significant investment policy changes during the period


1 A brief description of how the fair value of investments is determined, including the methods and significant assumptions used
to estimate the fair value of investments if that fair value is based on other than quoted market prices


1 Identification of investments (other than those issued or explicitly guaranteed by the U.S. government) in any one organiza-
tion that represents 5 percent or more of net position


1 The annual money-weighted rate of return on plan investments calculated as the internal rate of return on plan investments 
(net of investment expense) and an explanation that a money-weighted rate of return expresses investment performance (net of
investment expense) adjusted for the impact of the changing amounts actually invested. Inputs to the internal rate of return calcula-
tion that represent amounts of additions to and deductions from plan investments should be determined using accrual-based
measures no less frequently than monthly. The use of daily inputs is encouraged.


1 The terms of any long-term contracts for contributions to the pension plan between the employer(s) or nonemployer contribut-
ing entity(ies) and the pension plan and the balances outstanding on any such long-term contracts at the end of the plan’s
reporting period


1 Allocated insurance contracts excluded from plan assets: (1) the amount reported in benefit payments in the current period that is
attributable to the purchase of allocated insurance contracts; (2) a brief description of the pensions for which allocated insur-
ance contracts were purchased in the current period; and (3) the fact that the obligation for the payment of benefits covered by
allocated insurance contracts has been transferred to one or more insurance companies


1 In circumstances in which there is a policy of setting aside reserves for such purposes as benefit increases or reduced employer 
contributions, a portion of the plan’s fiduciary net position that otherwise would be available for existing pensions or for plan adminis-
tration: (1) a description of the policy related to such reserves; (2) the authority under which the policy was established and may
be amended; (3) the purposes for and conditions under which the reserves are required or permitted to be used and (4) the
balances of the reserves


If a pension plan includes terms that permit a plan participant to be credited for benefit payments into an individual participant
account within the pension plan while continuing to provide services to the employer and to be paid a salary: (1) a description of
the Deferred retirement option program (DROP) terms and (2) the balance of the amounts held by the pension plan pursuant to
the DROP


(Continued on next page.)


(Continued from previous page.)
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SIGNIFICANT ASSUMPTIONS USED TO MEASURE THE TOTAL PENSION LIABILITY


Required by Statement 67
(for Plans) and Statement 68 
(for Employers)


Required by Statement 67
(for Plans) and Statement 68
(for Employers)


1 Salary changes


1 Inflation


1 Ad hoc postemployment benefit changes (including ad hoc COLAs), and inputs to the discount rate


1 The source of the assumptions about mortality (e.g., the published tables on which the assumption is based or the experience
of the covered group). If different rates are assumed for different periods, information should be disclosed about what rates
were applied to the different periods of the measurement.


1 The discount rate applied in the measurement of the total pension liability for benefits provided through the pension plan and
the change in the discount rate since the prior measurement date, if any


1 Assumptions made about projected cash flows into and out of the pension plan, such as contributions from the employer, 
nonemployer contributing entity(ies), and employees


1 The long-term expected rate of return on pension plan investments and a description of how it was determined, including signifi-
cant methods and assumptions used for that purpose


1 If the discount rate incorporates a municipal bond rate, the municipal bond rate used and the source of that rate


1 The periods of projected benefit payments to which the long-term expected rate of return and, if used, the municipal bond rate
were applied to determine the discount rate


1 The assumed asset allocation of the pension plan’s portfolio, the long-term expected real rate of return for each major asset
class, and whether the expected rates of return are presented as arithmetic or geometric means, if not otherwise disclosed


1 Measures of the net pension liability calculated using (1) a discount rate that is one percentage point higher than and (2) a 
discount rate that is one percentage point lower than the discount required in the Standard


INFORMATION ABOUT THE DISCOUNT RATE


(Continued on next page.)


(Continued from previous page.)
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DISCLOSURE ITEMS IN GASB’S NEW ACCOUNTING STANDARDS FOR PUBLIC SECTOR PENSION PLANS AND SPONSORING EMPLOYERS


NET PENSION LIABILITY COMPONENTS


Required by Statement 67 
(for Plans) Only


Required by Statement 68 
(for Employers) Only


1 The total pension liability for benefits provided through the pension plan


1 The plan’s fiduciary net position


1 The net pension liability


1 The plan’s fiduciary net position as a percentage of the total pension liability


1 Information should be measured as of the plan’s most recent fiscal year-end.


1 Net pension assets


1 Deferred outflows of resources and deferred inflows of resources related to pensions


1 Pension expense/expenditures for the period, if the total amounts are not otherwise presented in the financial statements


1 The plan’s fiduciary net position unless a financial report that includes disclosure about the elements of the pension plan’s basic
financial statements is available on the Internet (either as a stand-alone financial report or included as a fiduciary fund in the
financial report of another government) and information is provided about how to obtain the report, reference may instead be
made to the other report for these disclosures. In this circumstance, it also should be disclosed that the pension plan’s fiduciary
net position has been determined on the same basis used by the pension plan, and a brief description of the pension plan’s
basis of accounting, including the policies with respect to benefits paid (including refunds of employee contributions) and the
valuation of investments should be included. If significant changes have occurred that indicate that the disclosures included in
the pension plan’s financial report generally do not reflect the facts and circumstances at the measurement date, information
about the substance and magnitude of the changes should be disclosed.


EMPLOYER’S TOTAL PENSION LIABILITY FOR ALL PLANS


(Continued on next page.)


(Continued from previous page.)
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ADDITIONAL INFORMATION TO DISCLOSE


Required by Statement 68 
(for Employers) Only


1 The date of the actuarial valuation on which the total pension liability is based


1 Indication that the amount reported is the result of the use of update procedures to roll forward amounts to the plan’s fiscal
year-end, if applicable


1 The measurement date of its net pension liability


1 If the employer has a special funding situation, its proportion of the net pension liability for benefits provided through the pension
plan, the basis on which its proportion was determined, and the change, if any, in its proportion since the prior measurement date


1 A brief description of changes of assumptions or other inputs that affected measurement of the net pension liability since the
prior measurement date


1 A brief description of changes of benefit terms that affected measurement of the net pension liability since the prior measurement date


1 The amount of benefit payments in the measurement period attributable to the purchase of allocated insurance contracts, a brief
description of the benefits for which allocated insurance contracts were purchased in the measurement period, and the fact that
the obligation for the payment of benefits covered by allocated insurance contract has been transferred from the employer to
one or more insurance companies


1 A description of the nature of changes, if any, between the measurement date of the net pension liability and the employer’s
reporting date that are expected to have a significant effect on the net pension liability and the amount of the expected resultant
change in the net pension liability, if known


1 The amount of pension expense in the reporting period


1 The balances of deferred outflows of resources and deferred inflows of resources related to pensions as of the fiscal year-end,
classified as follows, if applicable: (1) net difference between projected and actual earnings on pension plan investments; (2)
differences between expected and actual experience; (3) changes of assumptions; (4) changes in proportion and the effect of
certain employer contributions on the employer’s net pension liability; and (5) employer contributions made subsequent to the
measurement date of its recognized net pension liability


1 A schedule presenting for each of the subsequent five years, and in the aggregate thereafter, (1) the net amount of deferred
outflows of resources and of deferred inflows of resources that will be recognized in pension expense and (2) the amount that
will be recognized as a reduction of the net pension liability


1 The amount of revenue recognized for the support provided by nonemployer contributing entities, if any


DISCLOSURE ITEMS IN GASB’S NEW ACCOUNTING STANDARDS FOR PUBLIC SECTOR PENSION PLANS AND SPONSORING EMPLOYERS


(Continued on next page.)


(Continued from previous page.)


Required by Statement 67 
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DISCLOSURE ITEMS IN GASB’S NEW ACCOUNTING STANDARDS FOR PUBLIC SECTOR PENSION PLANS AND SPONSORING EMPLOYERS


(Continued on next page.)


REQUIRED SUPPLEMENTARY INFORMATION


Required by Statement 67
(for Plans) and Statement 68 
(for Employers) Only


Required by Statement 67 
(for Plans) Only


1 10-year schedule of changes in the net pension liability (asset), presenting for each year the beginning and ending balances of
the total pension liability, the plan’s fiduciary net position, and the net pension liability, and the effects on those items during
the year of the following: (1) service cost; (2) interest on the total pension liability; (3) changes of benefit terms; (4) differences
between expected and actual experience with regard to economic or demographic factors in the measurement of the total
pension liability; (5) changes of assumptions about future economic or demographic factors; (6) contributions from the employ-
er(s); (7) contributions from the nonemployer contributing entity(ies); (8) contributions from plan members; (9) net investment
income; (10) benefits paid, including refunds of plan member contributions; (11) plan administrative expenses; and (12) other
changes, separately identified if individually significant


1 A 10-year schedule presenting the following for each year: (1) the total pension liability; (2) the plan’s fiduciary net position;
(3) the net pension liability (asset); (4) the plan’s fiduciary net position as a percentage of the total pension liability; (5) the
covered-employee payroll; and (6) the net pension liability (asset) as a percentage of covered-employee payroll


1 Required supplementary information presented by a defined benefit pension plan should include all information required by
Statement 67 paragraphs 32-34,* as applicable, when the financial statements are presented (1) in a stand-alone pension
plan financial report or (2) solely in the financial report of another government (as a pension trust fund). Statement 68
includes the requirements for required supplementary information to be presented in the financial reports of employers whose
employees are provided with pensions and of certain governmental nonemployer contributing entities that are required to
contribute to a pension plan on behalf of another government. If (1) a defined benefit pension plan is included in the financial
report of a government that applies the requirements of Statement 68 for benefits provided through the pension plan and (2)
similar information is required by this Statement and Statement 68, the government should present the information in a man-
ner that avoids unnecessary duplication


1 Information for each year should be measured as of the plan’s most recent fiscal year-end. Information about cost-sharing
pension plans should be presented for the pension plan as a whole. The information may be presented in a single schedule


* Required information includes 10-year schedules for (1) the history of the changes in the NPL showing beginning and ending values as well as a reconciliation of the change; (2) the TPL, net fiduciary position NPL, the net fiduciary position 
as a percentage of the TPL, the covered employee payroll and the NPL as a percentage of this payroll; (3) the actuarially determined contribution (ADC), the actual contributions recognized each year, the difference between the  two, the 
covered employee payroll, and the difference as a percentage of this payroll; and (4) the annual money-weighted rate of return on pension plan investments. 


(Continued from previous page.)







DISCLOSURE ITEMS IN GASB’S NEW ACCOUNTING STANDARDS FOR PUBLIC SECTOR PENSION PLANS AND SPONSORING EMPLOYERS


REQUIRED SUPPLEMENTARY INFORMATION (CONTINUED)


Required by Statement 68 
(for Employers) Only


NOTES TO THE REQUIRED SCHEDULES


Required by Statement 67 
(for Plans) and Statement 68
(for Employers)


1 Significant methods and assumptions used in calculating the actuarially determined contributions, if any, should be presented
as notes to the schedule required by the statements. In addition, for each of the schedules required by the statements, the
employer should present information about factors that significantly affect trends in the amounts reported (for example, changes
of benefit terms, changes in the size or composition of the population covered by the benefit terms, or the use of different
assumptions). (The amounts presented for prior years should not be restated for the effects of changes — for example, changes
of benefit terms or changes of assumptions — that occurred subsequent to the measurement date of that information.) 


This is an online supplement to The Segal Company’s December 2012 Public Sector Letter, “Gearing Up to Comply with GASB’s New Accounting Standards
for Public Sector Pension Plans and Sponsoring Employers,” which is available on the following page of Segal’s website: http://www.segalco.com/publications/
publicsectorletters/dec2012.pdf


To receive Public Sector Letters and other Segal Company publications of publications of interest to state and local government employers as
soon as they are available online, register your e-mail address via Segal’s website: www.segalco.com/register/


For a list of Segal’s offices, visit www.segalco.com/about-us/contact-us-locations/


Copyright © 2012 by The Segal Group, Inc., the parent of The Segal Company.  All rights reserved.


www.segalco.com


(Continued from previous page.)


1 If the employer has a special funding situation, it should report the amount of the net pension liability for benefits provided
through the pension plan recognized by the nonemployer contributing entity(ies) and the amount of the net pension liability for
benefits provided through the pension plan recognized by the employer.


1 For each pension plan, a 10-year schedule presenting the following for each year if the employer has a special funding situa-
tion: (1) the total pension liability for benefits provided through the pension plan; (2) the pension plan’s fiduciary net position; (3)
the net pension liability for benefits provided through the pension plan; (4) the nonemployer contributing entity’s(ies’) net pension
liability that is associated with the employer; (5) the employer’s net pension liability; (6) the pension plan’s fiduciary net position as
a percentage of the total pension liability; (6) the covered-employee payroll; and (8) the employer’s net pension liability as a per-
centage of the covered-employee payroll


1 The information should be determined as of the measurement date of the employer’s net pension liability and may be presented in a
single schedule. The information should be determined as of the employer’s most recent fiscal year-end. If a primary government and
one or more of its component units provide pensions through the same single-employer or agent pension plan, required supplemen-
tary information in the reporting entity’s financial statements should present information for the reporting entity as a whole.



http://www.segalco.com/publications/publicsectorletters/dec2012.pdf

http://www.segalco.com/publications/publicsectorletters/dec2012.pdf






 


 
 
 
 


 
Meeting of June 20, 2014 


 
 AGENDA ITEM F 
 
 
UCRP – Modifications Arising from Remaining Collective Bargaining Agreements – Update  
 
As a follow up to the item presented at the February meeting, Manager Ken Reicher will 
summarize some modifications to the 2013 Tier for certain groups of employees represented by 
the American Federation of State, County and Municipal Employees (AFSCME).  
 
The modifications to the 2013 Tier for these groups of employees represented by AFSCME are 
identical to the 2013 Tier modifications that were negotiated for certain employees represented 
by CNA and UPTE, which were described to the Board at its last meeting in February. The 
modifications for these employees represented by AFSCME were recently approved under 
interim authority by the Regents’ Chairman of the Board and Chair of the Committee on 
Finance, as they were deemed necessary to reach collective bargaining agreements with 
AFSCME. 
 
Attachment 
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 University of California  


Human Resources  


University of California  
 
Overview of Modified 2013 Tier for  
CNA, UPTE and AFSCME 
 
UCRS Advisory Board 
June 20, 2014 







2013 Tier  
An Overview 


• 2013 Tier approved by Regents in December 2010, with 
technical amendments approved in May 2012 
 


• Effective for new hires, new UCRP members or rehires after 
a break in service on or after July 1, 2013 
– Not applicable to Safety members 


 
• Implementation subject to collective bargaining for 


represented employees 
– Agreements or waivers with CUE, AFT and most local units 
– CNA (NX), three UPTE units (HX, RX, TX) and two AFSCME units 


(EX, SX) agreed to a modified 2013 Tier 


2 







Modified 2013 Tier 
An Overview 
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• Bargaining agreements are for four years 
– NX Ratification date: 11/26/2013 
– UPTE units Ratification date: 12/20/2013 
– AFSCME units Ratification dates: EX 3/28/2014, SX 3/8/2014 


 
 


 
 
 
 
 
 
 


• Agreed to all 2013 Tier benefit provisions, except that: 
– Retirement ages and age factors remain the same as 1976 Tier 
– Lump Sum Cashout remains available for 2013 Tier benefit (same as 


for 1976 Tier Benefit) 
 


Bargaining Unit(s) UCRP Members 
July 2013  


HX - Residual Health Care 
Professionals (UPTE) 


2,845 


NX - Registered  Nurses (CNA) 10,142 


RX / TX - Research Support 
Professionals / Technical (UPTE) 


4,194 / 2,671 


EX / SX – Patient Care Technical / 
Service Workers (AFSCME) 


10,802 / 7,372 
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Contribution Rates & Timing 


• Employer contributions are consistent across all tiers 
– 12% of covered payroll as of 7/1/2013 
– 14% of covered payroll as of 7/1/2014 
– TBD in future years 
 


• Member Contributions for 2013 Tier: 
– NX:  7.0% of pay through January 2014,  


 8.0% of pay February 2014 through June 2014, and  
 9.0% of pay beginning July 2014 


– HX, RX/TX, EX/SX: 
  7.0% of pay through the pay period ending prior to July 1, 2014, and 


 9.0% of pay beginning with the pay period including July 1, 2014 
– All others:  7.0% of pay beginning July 2014 







5 


Contribution Rates & Timing 


• Member Contributions for 1976 Tier (all rates less $19/mo): 
– NX:  6.5% of pay through January 2014,  


 8.0%1 of pay February 2014 through June 2014, and 
 9.0% of pay beginning July 2014  


– HX, RX/TX: 6.5% of pay through the pay period ending prior to March 1, 2014, 
 8.6%2 of pay beginning with the pay period including March 1, 2014 
 through the pay period ending prior to July 1, 2014, and 
 9.0% of pay beginning with the pay period including July 1, 2014 


– EX/SX: 6.5% of pay through June 2014, and   
 9.0% of pay beginning July 2014 


– All others:  6.5% of pay through June 2014, and   
 8.0% of pay beginning July 2014 
 
 


1Represents a recoupment of six months of 1.5% of pay from July 2013 through December 2013. 
2Represents a recoupment of seven months of 1.5% of pay from July 2013 through January 2013. 


 
 







• Compared to a baseline scenario in which: 
– All unions adopted the same 2013 Tier provisions as the non-


represented employees 
– Without additional EE contributions by all CNA,UPTE and AFSCME 


members 


• Under modified 2013 Tier, UCRP funded ratio expected to be: 
– Slightly improved during the next 30 years 
– Virtually the same after 30 years 


• Illustration on next slide 
– Hypothetical maximum 14% employer contribution rate was used for 


illustration purposes only 
• Keeps the employer contributions unchanged as much as possible for both 


scenarios 
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Modified 2013 Tier 
Projected Financial Impact on UCRP 
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Modified 2013 Tier 
Projected Financial Impact on UCRP 
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Plan Year Beginning July 1, 


University of California Retirement Plan
Impact on Funded Ratio Due to Implementation


of Modified 2013 Tier for CNA, UPTE and AFSCME Units


Baseline - 2013 Tier With Modified 2013 Tier


Campus and Medical Center Segment Only
Assumes market value return of 7.5% per year 
beginning July 1, 2013


For purposes of illustration only, a hypothetical 
maximum employer contribution rate of 14% is 
used in both scenarios







APPENDIX 
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Assumptions and Methods Used in Projections 


• Unless otherwise noted, the projections were made using generally 
accepted actuarial practices and are based on the July 1, 2013 
actuarial valuation results, including the participant data and actuarial 
assumptions on which that valuation was based. Here is a summary of 
some of the important assumptions used in the projection. 
– 7.50% market value return per year starting July 1, 2013 
– Reflects 2013 Tier starting July 1, 2013 (along with later retirement 


rate assumptions for members in this tier) 
– Member and employer contribution rates are as described earlier 
– Active member population headcount has been assumed to remain 


constant in all future years 
– Demographics for future new entrants are assumed to be the same 


as those for members hired during the two years prior to July 1, 
2013 
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Other Information  


• Projections, by their nature, are not a guarantee of future results. The 
modeling projections are intended to serve as illustrations of future financial 
outcomes that are based on the information available to us at the time the 
modeling is undertaken and completed, and the agreed-upon assumptions 
and methodologies described herein. Emerging results may differ 
significantly if the actual experience proves to be different from these 
assumptions or if alternative methodologies are used. Actual experience 
may differ due to such variables as demographic experience, the economy, 
stock market performance and the regulatory environment. 


• All calculations were completed under the supervision of John Monroe, 
ASA, MAAA, Enrolled Actuary who is a member of the American Academy 
of Actuaries and meets the Qualification Standards of the American 
Academy of Actuaries to render the actuarial opinion herein. 
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Meeting of June 20, 2014 


 
 AGENDA ITEM G 
 
 
Retirement Savings Program – Vendor Relations Management Report  
 
Director Kris Lange from Vendor Relations Management will provide an update on participant 
experience with Fidelity Retirement Services, which provides account and record-keeping 
functions along with financial education and communication services for the UC Retirement 
Savings Program.  
 
Attachment  
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Vendor Relations Management Report 
Q1 2014 


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


Fidelity Confidential Information 
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Retirement Savings Program  
Q1 2014 Highlights 
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Quarterly Performance Rating: Portal – Accuracy of Output and 
Maintenance/Link Accuracy “not met” 


Quarterly Highlights 
 


Overall 
• $19.28 billion in assets 
• 292,059 unique participants with a balance 
• For 403(b) Plan:  average participation rates 49.4% and 


deferral rate 10.3% 
 


Master Record Keeping 
•  Implemented On-Line Statements program. Immediate 


savings of $35,000 - $40,000 per quarter. 
• Completed the Annual Operations Recordkeeping Review.  


Addressed any deficiencies and proposed various operational 
improvements. 
 


Communications & Education 
• Retirement Review announcement sent on 2/19 to 


approximately 106,000 participants (pg. 18) 
o 37% open rate 
o 1,731 new enrollees with average contribution 9.6% 
o 3,621 participants increased contributions by 4.3% 
o 59.9% are on track to have 80% at age 65 


• Redesigned communications to optimize mobile viewing and 
drive positive action. 


• Launched 2014 4-step strategy (pgs. 17 – 22) 


Fidelity Confidential Information 







Retirement Savings Program  
Financial Education Performance 


Financial Education Program Performance Guarantees 


Workshop ratings 
 


Timely delivery of 
enrollment materials 


 
Fidelity Financial 
Education report 


 
UC Documents in 


NetBenefits 


Trend 
Indicator 


Q1 
2014 


Q4 
2013 


Q3 
2013 


Q2 
2013 


    met       met         met           met = 


    met       met         met           met = 


=     met       met         met           met 


    met       met         met           met = 


= 
Improving 
 


Stable 
 


Needs Improvement 
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UC Employee Satisfaction 
Fidelity Participant Services 


 
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 


Customer Satisfaction Index Scores 
University of California Plan Participants 


December 2013 – March 2014 
(voluntary survey completed after speaking with a 


Fidelity Retirement Services Specialist) 


3 Fidelity Confidential Information 
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Workshop Summary 
Through March 2014 
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Retirement Savings Program  
Financial Education Workshop Summary 


Fidelity Confidential Information 


Overall Workshop 
Rating "Excellent" or 


"Very Good"


Overall Presenter 
Rating "Excellent" or 


"Very Good" # of Surveys
January 2014 99% 98% 114
February 2014 98% 99% 103
March 2014 100% 100% 234


total 451


721 


7,261 


700 


7,333 


-2.9% 


1.0% 


-3.5% 
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Retirement Savings Program  
Fidelity’s Administrative Performance 


5 Fidelity Confidential Information 


Performance
Standard Q1 Result Q1 '14 Q4 '13 Q3 '13


Average Speed to Answer 30 met 22 41 64


Call Abandonment Rate 3% met 1 3 4


VRS Availability 99% met 100.00% 100.00% 100.00%


NetBenefits Availability 99% met 99.98% 100.00% 100.00%


PSW Availability 99% met 99.95% 99.97% 99.09%


One-and-Done Rate 90% met 96.94% 98.54% 98.10%


95% in 5 bus. days met 95.41% 99.03% 97.77%
99% in 10 bus. days met 99.46% 100.00% 99.88%


Contribution Reconciliation same day met 100.00% 100.00% 100.00%


Transaction Processing 99% met 99.98% 99.98% 99.98%


Quarterly Online Statements 99% Availability met yes yes yes


Quarterly / Annual Paper Statements 20th next month met yes yes yes


Plan Sponsor Service Review annual met complete complete complete


Participant Survey annual met complete complete complete


Enrollment Materials 90% rec w/in 2 weeks met yes yes yes


RC Financial Education Report monthly met yes yes yes


Annual Business Planning annual met complete complete complete


UC Documents in NetBenefits 72 hours met yes yes yes


Overall Workshop Rating 95% met 98.96% 98.98% 97.69%


Overall Plan Sponsor Satisfaction Annual based on 
sliding UC schedule pending


Quarterly / Annual Plan Reporting 100% w/in 10 days met yes


Quarterly VRM Report


Q1 - Q3 w/in 45 Bus 
Days of quarter end


Q4 w/in 60 Bus Days 
of quarter end


met yes


Portal - Data Accuracy 100% met yes yes yes


Portal - Accuracy of Output 100% not met no yes yes


Portal - Access 98% met yes yes yes


Portal - Maintenance / Link accuracy 100% not met no yes yes


Case Management


Assessment expected February 2015







 
 


Retirement Savings Program  
Key Statistics 


6 Fidelity Confidential Information 


UC RSP
3/1/2014


% Change
vs


12/31/2013


% Change
vs


3/31/2013


Total Assets UC Funds $15.04B 1% 14%


Total Assets Fidelity Funds $3.53B 4% -20%


Total Assets Other $706M 4% 355%


Total Plan Assets $19.28B 1% 8%


Net Cash Flow (15M) *-- *--


Career Participants
403b 49.4% 0.3% 1%
457b 13.3% 0.3% 3%


403b 10.3% / $809 0% / (1%) (1%) / 1%
457b 9.9% / $1,249 (2%) / (0.4%) 0 / (1%)


403b $32,734 (0.3%) 5%
457b $24,568 3% 3%


403b $95,835 0.3% 8%
457b $63,010 2% 12%


**Plan Participation Rate


**Average Deferral Rate


**Median Partcipant Balance


**Average Partcipant Balance


*Net Cash Flow for Quarter Ending 3/31/14 was (15M) in which case % Change becomes irrelevant.
** Data taken from quarterly UC report (Active participants in 403b and 457b plans).
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New 403(b) Loan to Participation Rate 


Analysis 
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Data taken from quarterly UC report (Total balance of 403b and 457b plans) 
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Active Participants Median Balance by Age 
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Data taken from quarterly UC report (Total balance of 403b and 457b plans) 


Age 
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*Retirement Readiness Score shows the percentage of your estimated annual pay you could replace at age 65 


Age 20 - 24 25 - 29 30 - 34 35 - 39 40 - 44 45 - 49 50 - 54 55 - 59 60 - 64 65+ System
RR Score of 80% 97.8% 94.7% 81.9% 64.8% 57.8% 52.4% 49.0% 46.2% 36.6% 51.0% 59.9%


Campus 20 - 24 25 - 29 30 - 34 35 - 39 40 - 44 45 - 49 50 - 54 55 - 59 60 - 64 65+ All Ages
< $47,000 98.2% 95.8% 80.3% 58.0% 43.2% 32.4% 28.8% 24.7% 19.0% 23.8% 56.8%


$47,001 - $93,000 94.2% 90.8% 81.2% 62.3% 57.6% 55.3% 51.8% 49.4% 35.3% 38.9% 58.9%
$93,001 - $140,000 86.8% 79.0% 69.7% 68.8% 65.2% 62.6% 56.0% 49.4% 64.1% 63.3%


> $140,000 100.0% 84.3% 71.7% 70.0% 67.1% 67.3% 61.5% 59.3% 73.9% 66.6%
All Wages 97.7% 94.1% 80.7% 62.7% 57.2% 53.2% 50.5% 47.8% 40.3% 55.8% 59.8%


Medical Center 20 - 24 25 - 29 30 - 34 35 - 39 40 - 44 45 - 49 50 - 54 55 - 59 60 - 64 65+ All Ages
< $47,000 98.8% 95.8% 76.9% 54.4% 41.3% 32.6% 25.2% 22.8% 14.9% 13.4% 53.0%


$47,001 - $93,000 95.2% 95.6% 83.3% 66.9% 54.9% 48.1% 42.5% 37.4% 22.9% 21.6% 59.1%
$93,001 - $140,000 100.0% 93.9% 89.7% 77.4% 69.2% 60.0% 55.3% 51.6% 32.6% 41.3% 64.9%


> $140,000 97.0% 92.6% 79.8% 75.1% 70.8% 65.5% 62.0% 50.3% 63.0% 67.4%
All Wages 97.7% 95.4% 83.3% 68.0% 58.1% 50.5% 45.4% 43.1% 29.3% 35.0% 60.0%


Other 20 - 24 25 - 29 30 - 34 35 - 39 40 - 44 45 - 49 50 - 54 55 - 59 60 - 64 65+ All Ages
< $47,000 100.0% 100.0% 88.5% 63.6% 50.0% 47.8% 38.5% 17.6% 12.5% 28.6% 60.9%


$47,001 - $93,000 100.0% 97.9% 85.2% 62.8% 53.4% 54.1% 51.8% 46.0% 26.1% 35.5% 58.2%
$93,001 - $140,000 90.9% 74.7% 63.0% 68.7% 61.5% 63.2% 47.8% 41.3% 46.2% 60.2%


> $140,000 77.8% 68.3% 78.1% 66.1% 63.3% 62.6% 49.5% 68.0% 64.3%
All Wages 100.0% 97.9% 82.4% 63.4% 63.9% 59.2% 58.2% 50.7% 37.4% 48.1% 60.2%


Systemwide Retirement Readiness Scores


Systemwide Retirement Readiness Scores
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As of 03/31/2014 403b DCP 457b Total 


Total Participants 125,069 270,939 27,995 424,003 


Active Participants 78,327 167,843 21,394 267,564 


Inactive Participants 46,742 103,096 6,601 156,439 


Total Plan Assets $13,562,821,115 $4,034,279,001 $1,687,088,680 $19,284,188,796  


Total Unique Participants with a balance as of 03/31/2014 - 292,059 


$16,500,000,000


$17,000,000,000


$17,500,000,000


$18,000,000,000


$18,500,000,000


$19,000,000,000


$19,500,000,000


Apr '13 May '13 June '13 July '13 Aug '13 Sept '13 Oct '13 Nov '13 Dec '13 Jan '14 Feb '14 Mar '14
405,000


410,000


415,000


420,000


425,000


430,000


435,000


440,000
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 Assets  Participants







Retirement Savings Program  
Single-Investment Option Holders 


12 


Information as of 03/31/2014 


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


Fidelity Confidential Information 


How many participants hold: 403b DCP 457b Industry 
peers 


Same-size 
peers 


1 Fund (Lifecycle Fund) 13.7% 5.3% 16.0% 48.2% 26.6% 


1 Fund (Non-Lifecycle Fund) 22.9% 74.3% 22.0% 10.3% 12.1% 


2 Funds 19.4% 10.8% 18.5% 12.3% 15.3% 


3 Funds 13.5% 4.1% 11.6% 6.7% 9.0% 


4 Funds 9.9% 2.3% 10.1% 6.3% 7.7% 


5 or more Funds 20.4% 3.2% 21.8% 16.1% 29.3% 


Average # of Funds Held 3.1 funds 1.4 funds 3.2 funds 1.8 funds 3.2 funds 


Participants holding this fund 


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


UC SAVINGS FUND Money Market or Short-Term 14,050 183,719 1,959 199,728 


UC EQUITY FUND Domestic Equity 5,886 6,685 936 13,507 


UC BALANCED GROWTH Balanced/Hybrid 3,377 2,304 928 6,609 


UC ICC FUND Managed Income or Stable Value 973 929 303 2,205 


UC BOND FUND Bond 694 666 240 1,600 


Plus 59 other funds - 3,221 6,210 1,563 10,994 


Lifecycle Funds - 17,180 14,401 4,493 36,074 


BrokerageLink - 501 705 240 1,446 


45,882 215,619 10,662 272,163 
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Cash Inflow Quarter ending: 3/2014 Quarter ending: 12/2013
Contributions
    403b:  $                 143,129,420  $                 117,204,005 
    457b:  $                   51,796,541  $                   38,913,280 
    DCP:  $                   22,597,082  $                   23,978,055 
    Rollover/Transfer In:  $                   47,525,960  $                   53,671,003 
Total  $                 265,049,003  $                 233,766,343 


Loan Repayments  $                   16,354,094  $                   14,675,909 


Interest on Loans  $                    1,861,408  $                    1,706,123 


Balance Forward  $                           4,744  $                           8,567 
Total Cash Inflow  $                 283,269,249  $                 250,156,942 


Cash Outflow Quarter ending: 3/2014 Quarter ending: 12/2013
Loan Withdrawals  $                  (18,020,051)  $                  (15,642,364)
Withdrawals
    Full Payout:      $                (175,019,135)  $                (208,010,214)
    Age 59.5:     $                  (40,301,925)  $                  (36,007,445)
    Partial Distribution:  $                  (37,140,966)  $                  (30,269,073)
    MRD:  $                  (16,239,676)  $                  (72,379,022)
    Systematic Withdrawal Payments:  $                   (4,043,627)  $                   (3,802,837)
    Partial After Tax/Rollover Payout:  $                   (3,166,160)  $                   (4,197,393)
    De Minimis Distribution:     $                   (2,052,841)  $                   (2,955,597)
    Age 70.5 In-Service Distribution:  $                      (993,312)  $                      (922,066)
    Hardship-Sponsor Directed:     $                      (932,983)  $                   (1,058,072)
    Transfer of Assets:  $                      (141,673)  $                        (81,770)
    Unforeseen Emergency:      $                        (83,948)  $                        (36,129)
Total  $                (280,116,246)  $                (359,719,618)


Transaction-based Fees  $                      (194,629)  $                      (200,412)
Total Cash Outflow  $                (298,330,926)  $                (375,562,394)


Net Cash Flow  $                  (15,061,677)  $                (125,405,452)
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Quarterly changes are not cumulative, and use Q4 ‘13 as a baseline 


Loans by Participant Account Balance
as of 3/31/2014


8,727


2,772


1,577
968 705


2,578


0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000


10,000


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


# of Loans


$5,116


$9,867


$13,134
$14,446 $15,173


$18,646


$0


$2,000


$4,000


$6,000


$8,000


$10,000


$12,000


$14,000


$16,000


$18,000


$20,000


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


Avg. Loan Balance


17,565 Participants 10,808 Participants 7,665 Participants 5,658 Participants45,681 Participants 37,691 ParticipantsTotal Participants 
in balance category:


Total 
Loans


Original 
Amount


Outstanding 
Loans


Outstanding 
Balance


Loans 
Defaulted


Default 
Amount


3 Month Change 56 $2,377,687 56 $2,425,978 119 $1,857,089
6 Month Change
9 Month Change


12 Month Change







 
 


Retirement Savings Program  
Account Access Comparison and  


Participant Access Volumes 


15 Fidelity Confidential Information 


Account Access Comparison
4/1/2013 - 3/31/2014


                      UNIVERSITY OF CALIFORNIA AVG. TEM HIGHER EDUC. PLAN
Rep Assisted 


Calls
2%


NetBenefits
98%


Rep Assisted 
Calls
3%


NetBenefits
97%


Participant Access Volumes
4/1/2013 - 3/31/2014
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Participant Account Activity by Type
4/1/2013 - 3/31/2014


Update Transactions         Inquiry Only
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Focus Areas for 2014 


Continue to 
emphasize the 
readiness score with 
participants 


Step 1 


Focus on participation 
among early and mid-
career employees 


Step 2 


Expand needs-based  
communication 


Step 4 


Bring UCRP and UCRSP 
together for members 
who are getting ready 
to retire 


Step 3 


• On the portal, bring RR scores 
closer to the surface 


• Incorporate RR scores into 
communications, where 
appropriate 


 


• Launch Easy Enroll 
 


• Coordinate with RASC to incorporate  
one-on-one guidance into the 
retirement process  


• Enhance portal content for retiring 
employees 


• Refresh applicable content for kits, 
portal, etc. 


• Host pre-retiree events   
 


• Focus on life stages in 
campaigns 


• Provide action steps by life stage  
on the portal 
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Retirement Review 
 


• Email with postcard back-up 


• Sent to 106,675 active/eligible 
participants with a UCRP benefit 


• Drives participants to the portal 


• Call to Action: 


► Check your Retirement 
Readiness Score 


► Model your option in the 
Roadmap 


Results 
• 36.6% Email Open Rate 


• 1,731 (1.9%) employees 
enrolled with an average 
contribution rate of $1,075 / 
9.6%  


• 3,621 (6.2%) participants 
increased contributions by an 
average of $391 / 4.3% 


Step 1: Continue to emphasize the 
readiness score with participants 
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Step 2: UC RASC / iPGC Partnership 


Retiring Individuals Seeking 
Additional Retirement Guidance 


Results through June 2 
• 398 individuals referred 
• ~60% have met with an iPGC or PGC 
• ~15% have completed an Income Plan 
• General feedback has been positive with many 


wanting to talk further after they retire. 
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Making enrolling easier 


Easy Enroll tool: An easier enrollment experience 
that encourages higher savings and participation 
in workplace retirement plans 


Screen shots are for illustrative purposes 
only and Fidelity  
Investments reserves the right to modify any 
portion of this concept 
1Based on Fidelity participant data, 2012 
iPhone is a trademark of Apple Inc 


of employees drop out of the 
enrollment process.1 


42% 


Convenient one-click process 
• Quick access to enrollment in workplace 


savings plan with one-click process 
• Smartphone app functionality makes 


enrollment fast and convenient  


 
Customized for UC 


• Uses came branding and color scheme 
as NetBenefits® 


• Easy Enroll for the 403(b) Plan 
• UC Pathway Funds as default 


investment by DOB 
• Contribution Amounts: 3%, 5%, or 7% 
• Custom buffer page at 


www.UCRSPenroll.com (or similar) to 
display acknowledgment statement 


Step 3: Focus on Participation for Early & 
Mid- Career Employees 
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Step 4: Expand Needs-Based 
Communication 


Drive readiness by getting the right information  
to the right people 


 


Age 30-40 (51%) 
 


• Balance your 
priorities 


• Have a formal 
retirement plan 


• Match your 
investments to  
your investor type 


“I know I should 
save… 
 


but sometimes my 
paycheck is spent 
before I even get it.” 


Age 20-29 (12%) 
 


• Learn how to 
manage your 
budget 


• Get started 
saving 


“It’s time to get 
serious…  
 


I need to get my 
retirement savings 
on track...” 


Age 50-59 (26%) 
 


• Have a retirement  
income plan 


• Make catch-up 
contribution 


• Learn about 
estate planning  


“I’m close to 
retirement… 
 


I need a holistic 
view of what I’ll 
have when I retire 
from UC.” 


Age 60-69 (11%) 
 


• Have a retirement  
income strategy 


• Learn about 
estate planning  


• Understand your 
risk tolerance 
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Step 4: Expand Needs-Based 
Communication 


One-on-One Guidance Delivered 
 
• Email invitation to schedule 


a one-on-one 
• Sent to 107,046 


active/eligible participants 
over 2 days 


• We can help you… 
►Understand your financial 


goals 
►Roll old retirement plans 


into the UC RSP 
• Call to Action: 
►Schedule a one-on-one 


online or by phone 


Results so far… 
• 31% email open rate 
• 1,121 (1.2%) employees enrolled with an average 


contribution rate of $1,341 / 15.2%  
• 2,265 (3.9%) participants increased contributions an 


average of $473 / 5.3% 
• Generated an increase of 20-25% in onsite one-on-one 


guidance interactions 
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Meeting of June 20, 2014 


 
 AGENDA ITEM H 
 
 
Retirement Savings Program – Change to Default Investment Fund(s)  
 
Director Bill Ryan from the Office of the Chief Investment Officer will provide an update on the 
planned change to the Retirement Savings Program (RSP) default investment fund for 
participants who fail to make an investment fund selection for their voluntary and/or mandatory 
RSP contributions. The RSP default investment fund will be changed this fall from the UC-
managed Savings Fund to the age-appropriate UC-managed Pathway Fund based on the year the 
participant will attain age 65. 
 
  
 
  


 


University of California 
 


UCRS Advisory Board 


1 








 


 
 
 
 


 
Meeting of June 20, 2014 


 
 AGENDA ITEM I 
 
 
Retirement Savings Program – Minimum Required Distributions – Process and Options  
 
Director Kris Lange from Vendor Relations Management will provide a brief overview of the 
RSP minimum required distribution process for 2014 and the options available to retirees to 
select a customized distribution date, tax withholding, and the fund(s) from which the 
distribution should be taken.  
 
Attachment  
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UC Minimum Required Distribution (MRD) Process – 2014 
  


Rules applicable to all UC MRDs  
 
Participants must take a separate MRD from each UC Retirement Saving Program Plan (403(b), 457(b), DC Plan) 
Any distributions taken during the (calendar) year count towards the MRD amount (i.e., may reduce or satisfy the participant’s MRD) 
Participants cannot specify more than one business day in advance of the issue date the fund(s) from which the MRD should be taken. 


A participant’s instructions specifying a fund(s) for the MRD constitutes a “sell” order, which must be promptly executed under SEC rules. 
 
Participants have two primary options for receiving MRDs: 
 


1. Systematic Withdrawal Payment (SWP) Process 
 


 A participant can call anytime prior to the MRD default date (12/16 for 2014) to specify a MRD date and to customize tax withholding.  
 By doing so, the participant establishes a “systematic withdrawal payment” (SWP) for his/her MRD and is not part of the Default Process. 
 The SWP will distribute the MRD proceeds proportionately from all of the participant’s funds.  
 If it is an annual SWP, it will remain in effect for future years unless specifically modified or cancelled. 


 If a participant wants to specify the fund(s) from which the SWP should be taken, he/she must call the day before the SWP is issued (after market 
close) or on the day the SWP is issued (before market close). The participant may also specify/revise the tax withholding at this time. 
 


EXAMPLE: 
 
 
 
 
 
 
 
     
 
 
 
 
 
 


2. Default Process 
 


 If a participant does not establish a SWP before 12/16/14, the participant’s MRD will be subject to the Default Process. 
 
 The defaulted MRD distribution will be taken proportionately from all of the participant’s funds. 
 The defaulted MRD distribution will be subject to standard tax withholding (federal withholding based on married with 3 allowances; state 


withholding based on 10% of the federal withholding amount).  
 Any request (before 12/16) to customize date of issuance or to customize tax withholding will remove the MRD distribution from the 


Default Process and the distribution will be treated as a SWP.  As noted, a participant may not specify the fund from which the MRD should 
be taken more than one day before the SWP is issued or before market close on the day the SWP is issued.  See above for SWP details. 


 


•Specify MRD 
custom date 
(e.g. 12/26/14) 


•Specify mail or 
EFT delivery & 
tax withholding 


Call to 
establish 


SWP no later 
than 12/15 


•Specify fund(s) 
for MRD 


•Verify or 
change tax 
withholding 


12/25 (after 
market close)  


or 12/26 (before 
market close) 


 Call to 
customize 


MRD 


•Mailed to 
home 
address OR 


•Sent via EFT 
instructions 


12/26/14   
MRD Issued 





		UC Minimum Required Distribution (MRD) Process – 2014� 






 


 
 
 
 


 
Meeting of June 20, 2014 


 
 AGENDA ITEM J 
 
 
UCRS – Cost-of-Living Adjustment for July 2014 and Measurement of Annuitant Purchasing 
Power 
 


July 1, 2014 COLA  


The July 1, 2014 annuitant Cost-of-Living Adjustment (COLA) for the University of California 
Retirement Plan (UCRP) and the UC-PERS Plus 5 Plan is based on the average of the increases 
in the Consumer Price Index (CPI) for All Urban Consumers in the metropolitan areas of San 
Francisco and Los Angeles from February 2013 to February 2014. This average CPI increase 
was 1.50%; therefore, the July 1, 2014 COLA will be: 


Retirement Date UCRP COLA UC-PERS Plus 5 COLA 
On or before July 1, 2006 2.00% 2.00% 


July 2, 2006 to July 1, 2008 1.50% N/A 


July 2, 2008 to July 1, 2009 1.98% N/A 


July 2, 2009 to July 1, 2011 2.00% N/A 


July 2, 2011 to July 1, 2012 1.84% N/A 


July 2, 2012 to July 1, 2013 1.50% N/A 


COLA Methodology  


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%. Effective July 1, 2011, 
this methodology is also applied to determine the COLA for the UC-PERS Plus 5 Plan. The UC-
PERS Plus 5 Plan has an additional constraint, requiring that plan’s funded ratio to exceed 100% 
as of the previous July 1st in order to award a COLA. The UC-PERS Plus 5 Plan funded ratio for 
this purpose as of July 1, 2013 was 175.4%.  


Each annuitant’s COLA percentage 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. 
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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 2013 was 2.34%, but based on the UCRP COLA formula, the 
July 2013 COLA was only 2%. The remaining 0.34% is adjusted for compounding, resulting in 
an inflation bank of 0.33% for UCRP annuitants who were first eligible in July 2013.  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 UCRP annuitants 
who retired on or before July 1, 2006, a 2% COLA on July 1, 2014, even though the increase in 
the CPI average was less than 2%. After awarding the July 1, 2014, COLA, all annuitant groups 
have a balance in the inflation bank, except for the three groups with retirement dates during the 
period July 2, 2006 through July 1, 2009 and the two groups with retirement dates during the 
period July 2, 2011 through July 1, 2013.  


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 
that portion of the potential COLA which has not been paid to the annuitant due to low inflation.  
For example, the annual CPI increase as measured in February 2009 was 0.58%.  UCRP 
annuitants who received a 0.58% COLA on July 1, 2009 accumulated 1.42% in their COLA 
bank. The CPI increase measured in February 2012 was 2.55%. Those UCRP annuitants with 
nothing accumulated in their COLA bank were entitled to receive a 2.00% COLA on July 1, 
2012, based on the formula. However, those annuitants who had a balance remaining in their 
COLA bank were entitled to receive a COLA above 2.00% up to 2.55%. The annuitants who 
received a 0.58% COLA on July 1, 2009 still had the 1.42% accumulated in their COLA bank 
and were entitled to receive a 2.55% (2% + 0.55%) COLA on July 1, 2012. 


Both banks accumulate from the Member’s initial eligibility for a COLA. Therefore, when 
economic conditions warrant using either of the banks, it is possible 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 the inflation bank and COLA bank.  
Attachment 1 shows the current level of the inflation and COLA banks as they apply to each 
group of UCRP annuitants, just after the July 1, 2014 COLA is credited. Attachment 2 shows the 
same information for UC-PERS Plus 5 Plan annuitants.   


Measurement of Annuitant Purchasing Power – UCRP Annuitants 


Once the annual COLA is determined, the “purchasing power” of annuitants’ benefits may then 
be measured.  Since the 20143 COLA matches or is greater than the actual increase in the CPI, 
purchasing power has either remained the same or increased slightly from last year. Attachment 
1 demonstrates that purchasing power remains above 79% for all annuitants as of July 1, 2014. 


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 


2 







 
 
 
 
time to time and, subject to the availability of funds, adjustments to approximate a 75% 
minimum level of purchasing power for UCRP annuitants. “Ad hoc” COLAs were given in 
January 1986 and July 1988 to restore annuitants’ purchasing power to a 75% level. In January 
1991, a one-time ad hoc COLA was given to restore retirement benefits to a floor of 80% of 
purchasing power and in January 2001 a one-time 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. 


Measurement of Annuitant Purchasing Power – UC-PERS Plus 5 Plan Annuitants 


Unlike UCRP, the Regents originally approved the provisions of the UC-PERS Plus 5 Plan to 
specifically exclude an annual COLA provision, even though these annuitants have received 
periodic COLAs on their primary retirement benefit from CalPERS. Prior to July 1, 2011, ad hoc 
COLAs of 25% on July 1, 2002 and 15.19% on April 1, 2011 were given to restore the 
purchasing power of these annuitants’ benefits at the time to 96% and 91% respectively. The 
April 1, 2011 ad hoc COLA restored the purchasing power of UC-PERS Plus 5 Plan benefits to a 
level equivalent to that for UCRP members who retired at the same time.  Attachment 2 
demonstrates that the purchasing power of UC-PERS Plus 5 Plan annuitants’ benefits is 90.86% 
as of July 1, 20143. 
 


Attachments 
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Increase in Benefits CPI * Cumulative  Retained As of July 1, 2014
Number of Auto- Ad (preceding February) Increase Increase Purchasing Inflation COLA
Annuitants matic Hoc Total Old Basis New Basis New Basis-2 in CPI ** in CPI Power Bank Bank


On or before July 1, 1961 - 155.02% 159.11% 560.76% 89.30 -- -- 0.00% 727.76% 79.83% 25.27% 0.00%
July 2, 1961 to December 31, 1961 - 155.02% 159.12% 560.79% 89.30 -- -- 0.00% 727.76% 79.83% 25.27% 0.00%


January 1, 1962 to January 1, 1962 - 155.02% 159.10% 560.75% 89.30 -- -- 0.90% 727.76% 79.82% 25.28% 0.00%
January 2, 1962 to July 1, 1962 1 155.02% 156.80% 554.88% 90.10 -- -- 0.00% 720.41% 79.82% 25.28% 0.00%


July 2, 1962 to December 31, 1962 - 155.02% 156.81% 554.92% 90.10 -- -- 1.22% 720.41% 79.83% 25.27% 0.00%
January 1, 1963 to July 1, 1963 1 155.02% 153.70% 546.98% 91.20 -- -- 0.00% 710.52% 79.82% 25.28% 0.00%


July 2, 1963 to December 31, 1963 - 155.02% 153.72% 547.01% 91.20 -- -- 1.43% 710.52% 79.83% 25.27% 0.00%
January 1, 1964 to July 1, 1964 - 155.02% 150.16% 537.94% 92.50 -- -- 0.00% 699.13% 79.83% 25.27% 0.00%


July 2, 1964 to December 31, 1964 - 155.02% 150.14% 537.89% 92.50 -- -- 2.59% 699.13% 79.82% 25.28% 0.00%
January 1, 1965 to July 1, 1965 1 155.02% 143.82% 521.77% 94.90 -- -- 0.00% 678.92% 79.83% 25.27% 0.00%


July 2, 1965 to December 31, 1965 - 155.02% 143.82% 521.78% 94.90 -- -- 1.90% 678.92% 79.83% 25.27% 0.00%
January 1, 1966 to July 1, 1966 1 155.02% 139.27% 510.17% 96.70 -- -- 0.00% 664.42% 79.82% 25.28% 0.00%


July 2, 1966 to December 31, 1966 - 155.02% 139.29% 510.24% 96.70 -- -- 1.86% 664.42% 79.83% 25.27% 0.00%
January 1, 1967 to July 1, 1967 1 155.02% 134.89% 499.01% 98.50 -- -- 4.67% 650.45% 79.82% 25.28% 0.00%


July 2, 1967 to July 1, 1968 1 155.02% 124.42% 472.31% 103.10 -- -- 4.75% 616.97% 79.82% 25.28% 0.00%
July 2, 1968 to July 1, 1969 2 150.02% 118.52% 446.35% 108.00 -- -- 5.00% 584.44% 79.82% 25.28% 0.00%
July 2, 1969 to July 1, 1970 4 145.11% 112.28% 420.31% 113.40 -- -- 4.06% 551.84% 79.82% 25.28% 0.00%
July 2, 1970 to July 1, 1971 5 140.31% 108.09% 400.05% 118.00 -- -- 3.47% 526.43% 79.82% 25.27% 0.00%
July 2, 1971 to July 1, 1972 11 135.59% 105.10% 383.21% 122.10 -- -- 4.50% 505.40% 79.82% 25.29% 0.00%
July 2, 1972 to July 1, 1973 12 130.98% 100.21% 362.43% 127.60 -- -- 0.00% 479.30% 79.83% 25.27% 0.00%
July 2, 1973 to January 1, 1974 - 126.45% 104.22% 362.45% 127.60 -- -- 8.46% 479.30% 79.83% 25.27% 0.00%


January 2, 1974 to June 30, 1974 - 126.45% 88.26% 326.31% 138.40 -- -- 0.00% 434.10% 79.82% 25.28% 0.00%
July 1, 1974 to July 1, 1974 28 126.45% 88.28% 326.35% 138.40 -- -- 12.07% 434.10% 79.83% 25.27% 0.00%
July 2, 1974 to July 1, 1975 29 122.01% 71.36% 280.42% 155.10 -- -- 6.19% 376.59% 79.82% 25.28% 0.00%
July 2, 1975 to July 1, 1976 42 117.65% 64.59% 258.23% 164.70 -- -- 7.16% 348.81% 79.82% 25.28% 0.00%
July 2, 1976 to July 1, 1977 70 113.39% 56.66% 234.30% 176.50 -- -- 6.43% 318.81% 79.82% 25.28% 0.00%
July 2, 1977 to July 1, 1978 85 109.20% 50.15% 214.11% 187.85 -- -- 8.01% 293.50% 79.82% 25.28% 0.00%
July 2, 1978 to July 1, 1979 121 105.10% 41.79% 190.81% 202.90 -- -- 0.00% 264.31% 79.82% 25.28% 0.00%
July 2, 1979 to December 31, 1979 - 101.08% 44.63% 190.83% 202.90 -- -- 0.00% 264.31% 79.83% 25.27% 0.00%


January 1, 1980 to January 1, 1980 - 101.08% 44.63% 190.82% 202.90 -- -- 17.87% 264.31% 79.83% 25.27% 0.00%
January 2, 1980 to July 1, 1980 153 101.08% 22.69% 146.71% 239.15 -- -- 0.00% 209.09% 79.82% 25.29% 0.00%


July 2, 1980 to December 31, 1980 - 97.14% 25.16% 146.72% 239.15 -- -- 9.16% 209.09% 79.82% 25.28% 0.00%
January 1, 1981 to July 1, 1981 186 97.14% 14.66% 126.04% 261.05 -- -- 11.32% 183.16% 79.83% 25.27% 0.00%


July 2, 1981 to July 1, 1982 232 93.22% 5.08% 103.04% 290.60 -- -- 0.50% 154.37% 79.82% 25.28% 0.00%
July 2, 1982 to July 1, 1983 298 89.48% 6.63% 102.04% 292.05 -- -- 4.76% 153.10% 79.83% 25.27% 0.00%
July 2, 1983 to July 1, 1984 342 85.35% 4.05% 92.85% 305.95 -- -- 5.05% 141.61% 79.82% 25.28% 0.00%
July 2, 1984 to July 1, 1985 359 81.09% 1.38% 83.59% 321.40 -- -- 3.87% 129.99% 79.83% 25.27% 0.00%
July 2, 1985 to July 1, 1986 445 77.54% 0.00% 77.54% 333.85 -- -- 2.98% 121.41% 80.18% 24.71% 0.00%
July 2, 1986 to July 1, 1987 564 74.06% 0.00% 74.06% 343.80 114.05 -- 4.16% 115.01% 80.96% 23.52% 0.00%
July 2, 1987 to July 1, 1988 707 70.56% 0.00% 70.56% -- 118.80 -- 5.01% 106.41% 82.63% 21.02% 0.00%
July 2, 1988 to July 1, 1989 714 66.66% 0.00% 66.66% -- 124.75 -- 5.33% 96.56% 84.79% 17.94% 0.00%


UNIVERSITY OF CALIFORNIA RETIREMENT PLAN
Increase in Benefits vs Increase in Cost-of-Living


For Annuitants Whose
Benefit Commenced
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Increase in Benefits CPI * Cumulative  Retained As of July 1, 2014
Number of Auto- Ad (preceding February) Increase Increase Purchasing Inflation COLA
Annuitants matic Hoc Total Old Basis New Basis New Basis-2 in CPI ** in CPI Power Bank Bank


UNIVERSITY OF CALIFORNIA RETIREMENT PLAN
Increase in Benefits vs Increase in Cost-of-Living


For Annuitants Whose
Benefit Commenced


July 2, 1989 to July 1, 1990 1,086 62.69% 0.00% 62.69% -- 131.40 -- 5.02% 86.62% 87.18% 14.70% 0.00%
July 2, 1990 to July 1, 1991 3,141 58.97% 0.00% 58.97% -- 138.00 -- 3.59% 77.69% 89.47% 11.77% 0.00%
July 2, 1991 to July 1, 1992 497 55.86% 0.00% 55.86% -- 142.95 -- 3.36% 71.54% 90.86% 10.06% 0.00%
July 2, 1992 to July 1, 1993 2,176 52.79% 0.00% 52.79% -- 147.75 -- 1.39% 65.97% 92.06% 8.62% 0.00%
July 2, 1993 to July 1, 1994 5,255 49.80% 0.00% 49.80% -- 149.80 -- 1.80% 63.69% 91.51% 9.28% 0.00%
July 2, 1994 to July 1, 1995 422 46.86% 0.00% 46.86% -- 152.50 -- 1.44% 60.80% 91.33% 9.49% 0.00%
July 2, 1995 to July 1, 1996 615 43.99% 0.00% 43.99% -- 154.70 -- 2.52% 58.51% 90.84% 10.09% 0.00%
July 2, 1996 to July 1, 1997 876 41.16% 0.00% 41.16% -- 158.60 -- 2.40% 54.61% 91.30% 9.53% 0.00%
July 2, 1997 to July 1, 1998 1,009 38.40% 0.00% 38.40% -- 162.40 162.15     2.99% 50.99% 91.66% 9.10% 0.00%
July 2, 1998 to July 1, 1999 1,208 35.69% 0.00% 35.69% -- -- 167.00     3.50% 46.61% 92.55% 8.05% 0.00%
July 2, 1999 to July 1, 2000 1,326 33.02% 0.00% 33.02% -- -- 172.85     5.09% 41.65% 93.91% 6.48% 0.00%
July 2, 2000 to July 1, 2001 1,827 29.37% 0.00% 29.37% -- -- 181.65     2.23% 34.79% 95.98% 4.18% 0.00%
July 2, 2001 to July 1, 2002 1,858 26.84% 0.00% 26.84% -- -- 185.70     3.45% 31.85% 96.20% 3.95% 0.00%
July 2, 2002 to July 1, 2003 2,129 24.34% 0.00% 24.34% -- -- 192.10     1.04% 27.45% 97.56% 2.50% 0.00%
July 2, 2003 to July 1, 2004 2,645 21.91% 0.00% 21.91% -- -- 194.10     2.68% 26.14% 96.65% 3.47% 0.00%
July 2, 2004 to July 1, 2005 3,338 19.52% 0.00% 19.52% -- -- 199.30     4.01% 22.85% 97.29% 2.78% 0.00%
July 2, 2005 to July 1, 2006 3,736 17.17% 0.00% 17.17% -- -- 207.30     3.34% 18.11% 99.20% 0.80% 0.00%
July 2, 2006 to July 1, 2007 2,822 14.30% 0.00% 14.30% -- -- 214.224     2.94% 14.29% 100.00% 0.00% 0.51%
July 2, 2007 to July 1, 2008 3,245 11.03% 0.00% 11.03% -- -- 220.522     0.58% 11.03% 100.00% 0.00% 1.44%
July 2, 2008 to July 1, 2009 2,376 10.39% 0.00% 10.39% -- -- 221.803     1.61% 10.39% 100.00% 0.00% 0.02%
July 2, 2009 to July 1, 2010 3,118 8.24% 0.00% 8.24% -- -- 225.383     1.98% 8.63% 99.64% 0.36% 0.00%
July 2, 2010 to July 1, 2011 3,284 6.12% 0.00% 6.12% -- -- 229.855     2.55% 6.52% 99.63% 0.37% 0.00%
July 2, 2011 to July 1, 2012 3,527 3.88% 0.00% 3.88% -- -- 235.709     2.34% 3.88% 100.00% 0.00% 0.16%
July 2, 2012 to July 1, 2013 5,784 1.50% 0.00% 1.50% 241.215     1.50% 1.50% 100.00% 0.00% 0.50%
July 2, 2013 to July 1, 2014 - 244.837     - -- - -


*   Beginning in 1988, the CPI index shifted to a 1982-84 reference base year (New Basis).  Previously, the index used a 1967 base year (Old Basis).  For comparison purposes, the
    prior year has been rebased to 1982-84.  Beginning in 1998, the CPI index reflects a different market basket of goods.  This CPI change first takes effect for the 1999 COLA.


** CPI increase shown is for the year following retirement.
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Increase in Benefits Cumulative  Retained As of July 1, 2014
For Annuitants Whose Number of Auto- Ad Increase Purchasing Inflation COLA
Benefit Commenced Annuitants matic Hoc Total in CPI Power Bank Bank


10/1/1991 634 8.24% 43.99% 55.86% 71.54% 90.86% 10.06% 0.00%


UC - PERS VERIP (PERS PLUS 5 PLAN)
Increase in Benefits vs Increase in Cost-of-Living


PERS
6/4/2014 11:25 AM








 


 
 
 
 


 
Meeting of June 20, 2014 


 
AGENDA ITEM K 


 
 
UCRP – Retirement Administration Service Center – Update  
 
Director Ellen Lorenz from the Retirement Administration Service Center (RASC) will present 
an update on the RASC statistics, accomplishments and initiatives. 
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Retirement Administration Service Center (RASC) 
As of 6/9/2014 


 


 Career 
Budget 


Career  
Filled 


Career 
Vacant 


% Career 
Vacancy 


Contract 
Filled 


TOPS 
Filled 


RASC Staffing 84 81 3 4% 2 7 
 
CUSTOMER SERVICE 
 Current 


Month 
% Chg from 
Prior Year 


Fiscal 
YTD 


% Chg from 
Prior Year 


# Calls Answered 7,668 15% 102,351 29% 
# Correspondence / Other 2,136 28% 19,342 55% 
Total Contacts 9,804 18% 121,693 32% 
 Current Month Goal % of Goal 
Service Level (% Calls Answered in 90 Seconds) 88% 80% 110% 
% of Customers Satisfied or Better with their Experience 85% 80% 106% 
Avg Correspondence Turn Time (Calendar Days) 4.1 7.0 171% 
 


 
 
RETIREMENT OPERATIONS 
Monthly Productivity Current 


Month 
% Chg from 
Prior Year 


Fiscal YTD  % Chg from 
Prior Year 


Retirement Elections *     
  Avg Turn Time (Calendar Days) – Goal: 21 Days 17 -15% 20 13% 
# Death Report – Notice of Benefit Letters to Benef. 140 -11% 2,125 6% 
# Disability Applications Received 15 -29% 189 -14% 
# Disability Reviews 85 -25% 1,110 2% 
# Special Claims Correspondence Items Sent 109 121% 828 15% 
Monthly UCRS Benefit Payments Current 


Month 
% Chg from 
Prior Year 


  


# of UCRS Benefit Payments 63,845 4%   
$ Amount of UCRS Benefit Payments  ($ in millions) $174.8 9%   
Fiscal Year Retirement Election Activity 


FY 2012/2013 FY 2011/2012 
% Chg from 
Prior Year 


  # of Monthly Retirement Income Elections 3,516  3,209 10% 
  # of Lump Sum Cashouts (Incl QDRO) 1,028  789 30% 
Total # of Retirement Elections 4,544  3,998 14% 


$ Amount of Lump Sum Cashouts (incl QDRO)  ($000) $239,065  $182,444   31% 


Active 
Member 


35% 


Inactive 
Member 


28% 


Retiree 
26% 


Did Not 
Identify 


8% 


Survivors/
QDRO 


3% 


Customer Contact Profile 
May 2014 


 
Top 4 Reasons Customers Contact the RASC 


Category Description % of Total 


UCRP 
Benefit Income Statements, 
Retirement Elections & 
Estimate, Address Changes 


67% 


Health & 
Welfare 


Medical Plans, Medicare 
Enrollment (Retiree & Active) 14% 


AYS At Your Service Online 
Password Reset & Inquiries 7% 


Financial 
Direct Deposit, Tax 
Withholding, Lost/Missing 
Checks 


4% 
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Retirement Election results include monthly retirement income and lump sum cashouts and are reported on a two to 
three month lag.   
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F-13 M-13 A-13 M-13 J-13 J-13 A-13 S-13 O-13 N-13 D-13 J-14 F-14 
# Ret Elect 241  318  234  154  88  2,120  186  223  243  236  242  420  229  
% Chg 16% 28% 16% 16% 4% 8% 4% -7% 10% -9% 12% -3% -5% 


Retirement Operations 
Monthly Number of Retirement Elections & Percent Change from Prior Year 








 


 
 
 
 


 
Meeting of June 20, 2014 


 
 AGENDA ITEM L 
 
 
UCRS Advisory Board – Election of Officers for Fiscal Year 2014-2015 
 
The election of officers will be conducted at the meeting based on nominations that have been 
received for the positions of Chair and Vice Chair of the Board. For the 2014-2015 Fiscal Year, 
Professor Shane has been nominated to serve as Board Chair. Additionally, Vice Chancellor 
Meredith Michaels and Professor James Chalfant, the new Academic Senate representative on 
the Board effective July 1, 2014, who replaces departing member Professor Ross Starr, have 
been nominated to serve as Vice Chair. An election packet consisting of a list of the nominees 
and a ballot is included as an attachment. 
 
Each nominated member will have an opportunity to address the Board regarding his or her 
candidacy, if they choose to do so. Additionally, other Board members will have the opportunity 
to address the Board regarding the candidates. 
 
The election of officers will be conducted by closed ballot at the meeting or, at the Chair’s 
discretion, a voice vote could be conducted. If ballots are used, the votes will be tallied by staff 
from the Pension & Retirement Programs Unit in the presence of a UCRS Advisory Board 
member who was not nominated.  
 
Board members unable to attend the meeting are asked to submit ballots, or an email indicating 
their choices, to Robert Semple (Robert.Semple@ucop.edu) of Pension & Retirement Programs 
by June 20th, even if planning to participate via teleconference. 
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UCRS ADVISORY BOARD OFFICER ELECTION 
 


NOMINATIONS 
FOR FISCAL YEAR 2014-2015 


  
 
 
 
 UCRS ADVISORY BOARD CHAIR 
 
 


Nominee    By               
 
Shane White            Ross Starr 
 


 
 
 
 
 
 UCRS ADVISORY BOARD VICE CHAIR 
 
 
           Nominee                        By               
 


James Chalfant                                   Ross Starr 
 
Meredith Michaels                         Meredith Michaels 
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 UCRS ADVISORY BOARD ELECTION BALLOT 
  
 FOR FISCAL YEAR 2014-2015 
 
 
 
 
 UCRS ADVISORY BOARD CHAIR 
 


 
Shane White 
 
 
Abstain                                                           
 
 
 


 
 
 UCRS ADVISORY BOARD VICE CHAIR 
 


 
James Chalfant 
 
 
Meredith Michaels 
 
 
Abstain                                                           
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Meeting of June 20, 2014 


 
  


AGENDA ITEM M 
 
 
UCRS Advisory Board – Proposed Meeting Schedule for Fiscal Year 2014-2015 
    
 
The following is the proposed UCRS Advisory Board meeting schedule for fiscal year 2014-
2015: 
 
 
  November 2014  


Friday, November 21, 2014 10:00 a.m. - 2:00 p.m.  
  


 
  February 2015 


Friday, February 27, 2015   10:00 a.m. - 2:00 p.m. 
 
 


  June 2014 
Friday, June 19, 2015    10:00 a.m. - 2:00 p.m. 


 
 
 
Please note that these proposed dates are based on the Board’s past preference for conducting 
meetings on Fridays. The Board’s meeting dates may need to be subsequently revised to 
accommodate the schedule of its members. 
 
Aside from the regularly scheduled meetings, additional meetings may be conducted in-person or 
via teleconference, as necessary. The location of all regularly scheduled and ad-hoc meetings 
will be determined based on the availability of conference rooms. You will be notified in 
advance of the location of each meeting.  
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