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University of California

UCRS Advisory Board

HUMAN RESQURCES

AGENDA
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
ADVISORY BOARD MEETING
JUNE 29, 2012
OFFICE OF THE PRESIDENT
1111 FRANKLIN STREET, ROOM 5320
OAKLAND, CALIFORNIA
10:00 AM

CALL TO ORDER

PUBLIC COMMENT PERIOD (30 minute maximum)

APPROVAL OF THE MINUTES

COMMENTS FROM THE CHAIR

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

AGENDA ITEMS

A. UCRP - Post-Employment Benefits — Implementation Update

B. UCRP - Disability Program Review

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

D. UCRP — Modeling of Various Maximum Employer Contribution Rates — Affect on Full

Funding Policy

UCRS - Cost-of-Living Adjustment for July 2012 and Measurement of Annuitant

Purchasing Power

Retirement Savings Program — Vendor Relations Management Report

Retirement Savings Program — Financial Education Program — Update

Retirement Savings Program — Fund Menu Management

UCRS Advisory Board — Election of Officers for Fiscal Year 2012-2013

UCRS Advisory Board — Proposed Meeting Schedule for Fiscal Year 2012-2013
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UCRS Advisory Board
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Meeting of June 29, 2012

AGENDA ITEM E

UCRS — Cost-of-Living Adjustment for July 2012 and Measurement of Annuitant Purchasing
Power

July 1, 2012 COLA

The July 1, 2012 Cost-of-Living Adjustment (COLA) is based on the average increase in the
Consumer Price Index (CPI) for All Urban Consumers in the metropolitan areas of San Francisco
and Los Angeles from February 2011 to February 2012. This average CPI increase was 2.55%;
therefore, the July 1, 2012 COLA for the University of California Retirement Plan (UCRP) and
the UC-PERS Plus 5 Plan 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 2.55% N/A
July 2, 2008 to July 1, 2009 2.41% N/A
July 2, 2009 to July 1, 2010 2.02% N/A
July 2, 2010 to July 1, 2011 2.00% 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 also has an additional constraint, requiring that plan’s funded status to exceed
100% as of the previous July 1% in order to award the COLA. The UC-PERS Plus 5 Plan funded
status as of July 1, 2011 was 166%.

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.





The inflation bank accumulates in years in which the CPI increase is greater than 2%. The
inflation bank represents the portion of the cumulative increase in the CPI since the Member’s
Retirement Date for which the annuitant has not received a COLA. For example, the annual CPI
increase as measured in February 2003 was 3.45%, but based on UCRP provisions, the July 2003
COLA was only 2%. The remaining 1.45% is adjusted for compounding, resulting in an inflation
bank of 1.42% for UCRP annuitants who were first eligible in July 2003. The inflation bank can
be used to increase the COLA that would be payable in years in which inflation is less than 2%.
For example, the inflation bank was used to provide UCRP annuitants who retired on or before
July 1, 2002, a 2% COLA on July 1, 2004, even though the increase in the CPI average was less
than 2%. As of July 1, 2012 annuitants who retired before July 2, 2006 have a balance in the
inflation bank.

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 2004 was 1.04%. UCRP
annuitants who received a 1.04% COLA in July 2004 accumulated 0.96% in their COLA bank.
The CPI increase measured in February 2006 was 4.01%. Those UCRP annuitants with nothing
accumulated in their COLA bank were entitled to receive a 2.01% COLA on July 1, 2006, based
on the formula. However, those annuitants who had 0.96% in their COLA bank after the July 1,
2004 effective date still had 0.28% left to use on July 1, 2006. This COLA bank was used to
give these annuitants a 2.29% COLA on July 1, 2006 (2.01% + 0.28%).

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, 2012 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 2012 COLA matches or is less than the actual increase in the CPI,
purchasing power has either remained the same or decreased slightly from last year. Attachment
1 demonstrates that purchasing power remains above 79% for all annuitants as of July 1, 2012.

Historically, The Regents have striven to protect annuitants’ benefits from being significantly
eroded by inflation. However, this is not a guaranteed contractual benefit. Rather, in February
1988, the UCRS Advisory Board passed a resolution indicating its intent to recommend, from
time to time and, subject to the availability of funds, adjustments to approximate a 75%
minimum level of purchasing power 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 COLASs 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 90.17%
as of July 1, 2012.

Attachments
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Increase in Benefits CPI'* Cumulative Retained As of July 1, 2012

For Annuitants Whose Number of Auto- Ad (preceding February) Increase Increase Purchasing Inflation COLA

Benefit Commenced Annuitants matic Hoc Total Old Basis New Basis New Basis-2 in CP| ** in CPI Power Bank Bank

On or before July 1, 1961 - 145.11% 159.11% 535.10% 89.30 - - 0.00% 696.90% 79.70% 25.48% 0.00%
July 2, 1961 to December 31, 1961 - 145.11% 159.12% 535.13% 89.30 - - 0.00% 696.90% 79.70% 25.47% 0.00%
January 1, 1962 to January 1, 1962 - 145.11% 159.10% 535.09% 89.30 - - 0.90% 696.90% 79.70% 25.48% 0.00%
January 2, 1962 to July 1, 1962 1 145.11% 156.80% 529.45% 90.10 - - 0.00% 689.82% 79.70% 25.48% 0.00%
July2,1962 to December 31, 1962 - 145.11% 156.81% 529.48% 90.10 - -- 1.22% 689.82% 79.70% 25.47% 0.00%
January 1, 1963 to July 1, 1963 1 145.11% 153.70% 521.86% 91.20 - -- 0.00% 680.30% 79.70% 25.48% 0.00%
July 2, 1963 to December 31, 1963 - 145.11% 153.72% 521.89% 91.20 -- -- 1.43% 680.30% 79.70% 25.47% 0.00%
January 1, 1964 to July 1, 1964 - 145.11% 150.16% 513.17% 92.50 -- -- 0.00% 669.33% 79.70% 25.47% 0.00%
July 2, 1964 to December 31, 1964 - 145.11% 150.14% 513.12% 92.50 -- -- 2.59% 669.33% 79.70% 25.48% 0.00%
January 1, 1965 to July 1, 1965 1 145.11% 143.82% 497.63% 94.90 -- -- 0.00% 649.87% 79.70% 25.48% 0.00%
July 2, 1965 to December 31, 1965 - 145.11% 143.82% 497.63% 94.90 -- - 1.90% 649.87% 79.70% 25.47% 0.00%
January 1, 1966 to July 1, 1966 1 145.11% 139.27% 486.48% 96.70 -- -- 0.00% 635.92% 79.69% 25.48% 0.00%
July2,1966 to December 31, 1966 - 145.11% 139.29% 486.54% 96.70 -- -- 1.86% 635.92% 79.70% 25.47% 0.00%
January 1, 1967 to July 1, 1967 2 145.11% 134.89% 475.75% 98.50 -- -- 4.67% 622.47% 79.69% 25.48% 0.00%
July 2, 1967 to July 1, 1968 2 145.11% 124.42% 450.08% 103.10 -- -- 4.75% 590.23% 79.70% 25.48% 0.00%
July 2, 1968 to July 1, 1969 5 140.31% 118.52% 425.13% 108.00 -- -- 5.00% 558.92% 79.70% 25.48% 0.00%
July 2, 1969 to July 1, 1970 7 135.59% 112.28% 400.11% 113.40 -- -- 4.06% 527.54% 79.69% 25.48% 0.00%
July 2, 1970 to July 1, 1971 6 130.98% 108.09% 380.63% 118.00 -- -- 3.47% 503.08% 79.70% 25.48% 0.00%
July 2, 1971 to July 1, 1972 14 126.45% 105.10% 364.45% 122.10 - - 4.50% 482.83% 79.69% 25.49% 0.00%
July2,1972 to July 1, 1973 20 122.01% 100.21% 344.47% 127.60 - - 0.00% 457.70% 79.70% 25.48% 0.00%
July2,1973 to January 1, 1974 - 117.65% 104.22% 344.49% 127.60 - - 8.46% 457.70% 79.70% 25.47% 0.00%
January 2, 1974 to June 30, 1974 - 117.65% 88.26% 309.76% 138.40 - - 0.00% 414.18% 79.69% 25.48% 0.00%
July1,1974  to July 1, 1974 36 117.65% 88.28% 309.79% 138.40 - - 12.07% 414.18% 79.70% 25.47% 0.00%
July2,1974 to July 1, 1975 38 113.39% 71.36% 265.65% 155.10 - - 6.19% 358.82% 79.69% 25.48% 0.00%
July2,1975 to July 1, 1976 60 109.20% 64.59% 244.32% 164.70 - - 7.16% 332.08% 79.69% 25.49% 0.00%
July2,1976 to July 1, 1977 95 105.10% 56.66% 221.32% 176.50 - - 6.43% 303.19% 79.69% 25.48% 0.00%
July 2, 1977 to July 1, 1978 110 101.08% 50.15% 201.91% 187.85 - - 8.01% 278.83% 79.70% 25.48% 0.00%
July 2,1978 to July 1, 1979 167 97.14% 41.79% 179.52% 202.90 - - 0.00% 250.73% 79.70% 25.48% 0.00%
July2,1979 to December 31, 1979 - 93.27% 44.63% 179.53% 202.90 - - 0.00% 250.73% 79.70% 25.47% 0.00%
January 1, 1980 to January 1, 1980 - 93.27% 44.63% 179.53% 202.90 - - 17.87% 250.73% 79.70% 25.47% 0.00%
January 2, 1980 to July 1, 1980 201 93.27% 22.69% 137.13% 239.15 - - 0.00% 197.57% 79.69% 25.49% 0.00%
July2,1980 to December 31, 1980 - 89.48% 25.16% 137.14% 239.15 - - 9.16% 197.57% 79.69% 25.48% 0.00%
January 1, 1981 to July 1, 1981 224 89.48% 14.66% 117.26% 261.05 - - 11.32% 172.60% 79.70% 25.47% 0.00%
July 2, 1981 to July 1, 1982 297 85.72% 5.08% 95.15% 290.60 - - 0.50% 144.88% 79.69% 25.48% 0.00%
July2,1982 to July 1, 1983 349 82.12% 6.63% 94.20% 292.05 - - 4.76% 143.67% 79.70% 25.47% 0.00%
July2,1983 to July 1, 1984 409 78.15% 4.05% 85.36% 305.95 - - 5.05% 132.60% 79.69% 25.48% 0.00%
July2,1984 to July 1, 1985 429 74.06% 1.38% 76.46% 321.40 - - 3.87% 121.42% 79.70% 25.48% 0.00%
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UNIVERSITY OF CALIFORNIA RETIREMENT PLAN

Increase in Benefits vs Increase in Cost-of-Living

Increase in Benefits CPI'* Cumulative Retained As of July 1, 2012
For Annuitants Whose Number of Auto- Ad (preceding February) Increase Increase Purchasing Inflation COLA
Benefit Commenced Annuitants matic Hoc Total Old Basis New Basis New Basis-2 in CP| ** in CPI Power Bank Bank
July 2, 1985 to July 1, 1986 515 70.65% 0.00% 70.65% 333.85 - - 2.98% 113.16% 80.06% 24.91% 0.00%
July 2, 1986 to July 1, 1987 642 67.30% 0.00% 67.30% 343.80 114.05 - 4.16% 106.99% 80.83% 23.72% 0.00%
July 2, 1987 to July 1, 1988 791 63.94% 0.00% 63.94% - 118.80 - 5.01% 98.71% 82.50% 21.21% 0.00%
July 2, 1988 to July 1, 1989 790 60.19% 0.00% 60.19% - 124.75 - 5.33% 89.24% 84.65% 18.13% 0.00%
July 2, 1989 to July 1, 1990 1,175 56.38% 0.00% 56.38% - 131.40 - 5.02% 79.66% 87.04% 14.89% 0.00%
July2,1990 to July 1, 1991 3,378 52.80% 0.00% 52.80% - 138.00 - 3.59% 71.07% 89.32% 11.95% 0.00%
July 2, 1991 to July 1, 1992 519 49.80% 0.00% 49.80% - 142.95 - 3.36% 65.14% 90.71% 10.24% 0.00%
July 2,1992 to July 1, 1993 2,291 46.86% 0.00% 46.86% - 147.75 - 1.39% 59.78% 91.91% 8.80% 0.00%
July 2,1993 to July 1, 1994 5,409 43.98% 0.00% 43.98% - 149.80 - 1.80% 57.59% 91.36% 9.45% 0.00%
July 2,1994 to July 1, 1995 457 41.16% 0.00% 41.16% - 152.50 - 1.44% 54.80% 91.19% 9.66% 0.00%
July 2, 1995 to July 1, 1996 648 38.40% 0.00% 38.40% - 154.70 - 2.52% 52.60% 90.69% 10.26% 0.00%
July2,1996 to July 1, 1997 907 35.68% 0.00% 35.68% - 158.60 - 2.40% 48.85% 91.16% 9.70% 0.00%
July 2, 1997 to July 1, 1998 1,029 33.02% 0.00% 33.02% - 162.40 162.15 2.99% 45.36% 91.51% 9.28% 0.00%
July 2, 1998 to July 1, 1999 1,230 30.42% 0.00% 30.42% - - 167.00 3.50% 41.14% 92.40% 8.22% 0.00%
July2,1999 to July 1, 2000 1,358 27.86% 0.00% 27.86% - - 172.85 5.09% 36.37% 93.76% 6.66% 0.00%
July 2,2000 to July 1, 2001 3,761 24.35% 0.00% 24.35% - - 181.65 2.23% 29.76% 95.83% 4.35% 0.00%
July 2, 2001 to July 1, 2002 1,896 21.91% 0.00% 21.91% - - 185.70 3.45% 26.93% 96.05% 4.12% 0.00%
July 2,2002 to July 1, 2003 2,167 19.51% 0.00% 19.51% - - 192.10 1.04% 22.70% 97.40% 2.67% 0.00%
July 2,2003 to July 1, 2004 2,679 17.18% 0.00% 17.18% - - 194.10 2.68% 21.44% 96.49% 3.63% 0.00%
July 2,2004 to July 1, 2005 3,388 14.88% 0.00% 14.88% - - 199.30 4.01% 18.27% 97.14% 2.95% 0.00%
July 2,2005 to July 1, 2006 3,770 12.62% 0.00% 12.62% - - 207.30 3.34% 13.70% 99.04% 0.97% 0.00%
July 2,2006 to July 1, 2007 2,874 10.03% 0.00% 10.03% - - 214.224 2.94% 10.03% 100.00% 0.00% 0.35%
July 2,2007 to July 1, 2008 3,295 6.89% 0.00% 6.89% - - 220.522 0.58% 6.89% 100.00% 0.00% 1.28%
July 2,2008 to July 1, 2009 2,407 6.12% 0.00% 6.12% - - 221.803 1.61% 6.27% 99.86% 0.14% 0.00%
July 2,2009 to July 1, 2010 3,151 4.04% 0.00% 4.04% - - 225.383 1.98% 4.58% 99.48% 0.52% 0.00%
July 2,2010 to July 1, 2011 3,294 2.00% 0.00% 2.00% - - 229.855 2.55% 2.55% 99.47% 0.54% 0.00%
July 2, 2011 to July 1, 2012 - 0.00% 0.00% 0.00% 235.709 - - - - -

* 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.

** CPlincrease shown is for the year following retirement.
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UC - PERS VERIP (PERS PLUS 5 PLAN)
Increase in Benefits vs Increase in Cost-of-Living

Increase in Benefits Cumulative Retained
Number of Auto- Ad Increase Purchasing
Annuitants matic Hoc Total in CPI Power
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As of July 1, 2012
Inflation COLA
Bank Bank

10/1/1991

679 4.04% 43.99% 49.80% 65.14% 90.71%

10.24% 0.00%
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Retirement Savings Program — VVendor Relations Management Report

Manager Bill Ryan will provide the Board with an update on participant experience with Fidelity
Retirement Services, which provides account and record-keeping functions along with financial
education and communication services for the UC Retirement Savings Program.

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





Table of Contents

Fidelity Confidential Information

~N o o~ WO N P

O oo

11
12
13
14
15





Retirement Savings Program

Q1 2012 Highlights

Quarterly Performance Rating:

Quarterly Highlights

Overall
« Employee Participation continues to increase quarter over
quarter.
» Current Systemwide Participation on March 31%t, 2012
was at 48.2% compared to March 31st, 2011 when it was
46.3%

Master Record Keeping
» Successfully converted to 49 Fidelity Funds to an institutional
class (lower expense ratios for participants)

Communications & Education
» Launched multiple mailing campaigns:
* |CC Fund Freeze
» Calvert Share Class Conversation
» Beneficiary Update
» Workplace Savings Awareness:
» Over Age 50 Catch-Up
* RSP Participation Encouragement
* RSP Contribution Increase
* Launched an Enhanced Financial Education Portal
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Retirement Savings Program

Financial Education Performance

Financial Education Program Performance Guarantees

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

@ \eeds Improvement
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75%

50%

25%

0% -

UC Employee Satisfaction

Fidelity Participant Services

Customer Satisfaction Index Scores
University of California Plan Participants
December 2011 — March 2012

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

University of California Client Satisfaction Index Scores - Overall Category

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

2%  92% 2%  92% 01%  92% 93%

Dec-11 Jan-12 Feb-12 Mar-12

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

T 140

T 130

T 120

T 110

T 100

+90

T 80

+ 70

T 60

- 50
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Retirement Savings Program

Financial Education Workshop Summary

m 2011
W 2012
% +/- 2011 vs 2012

6,191

494 587
Number of Workshops
Overall Workshop
Rating "Excellent” or
"Very Good"

January 2012 96 %
February 2012 95%
March 2012 97 %

Fidelity Confidential Information

Employee Attendance

Owverall Presenter
Rating "Excellent” or

"Wery Good™ # of Surveys
98% 430
99% 2T7
99% 436

total 1,143





Retirement Savings Program

Fidelity’s Administrative Performance

Average Speed to Answer
Call Abandonment

VRS Availability
NetBenefits Availability
PSW Availability

One-and-Done Rate

Case Management

Contribution Reconciliation
Withdrawallloan Processing
Quarterly Statements

Plan Sponsor Service Review
Participant Survey
Enroliment Materials

RC Activity Report

Annual Business Planning
UC Documents in NetBenefits

Overall Workshop Rating

Performance
Standard

30

3%

99%

29%

99%

85%

0% in 5 bus. days
99% in 10 bus. days

same day

99%

20th next month

annual

annual

90% rec w'in 2 weeks

monthly

annual

¥2 hours

0%
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11 Result

met

met

met

met

met

met

met
met

met

met

met

met

met

met

met

met

met

met

Q12
10

1%

99.98%

99.85%

99.92%

96.40%

99.66%
99.91%

100.00%

99.99%

yes

complete

complete

yes

yes

complete

yes

96.56%

Q4 "1
18

1%

100.00%

99.96%

99.96%

96.51%

99.61%
99.81%

100.00%

99.98%

yes

complete

complete

yes

yes

complete

yes

98.36%

Q3 "1
50

3%

99.99%

99.71%

09.85%

95.10%

99.06%
99.81%

100.00%

99.99%

yes

complete

complete

yes

yes

complete

yes

97.45%





Retirement Savings Program

Key Statistics

% Change % Change
ucC RSP Vs Vs
03/31/2012 12/31/2011 03312011
Total Assets LIC Funds 312076 5% 5%
Taotal Assets Fidelity Funds 4,206 1% 2%
Total Assets Other 350 15% H%
Total Plan Assets $1b.B5E 7 %o 4%
Met Cash Flow 555N *e- 250%
Career Participants
“Plan Participation Rate jg?g ﬁg:ﬁj ;:ﬁ: 1?01
4035b 10.6%: /5771 0% / {1%) (1% /2%

Awerage Deferral Rate 457b 10.3% /$1.238 (%) /%) (B%) 7 (2%)

o : 403b $29 570 B% 1%
Median Partcipant Balance 457h §23 078 ao (3%)
403b $55 029 7% 3%

Awerage Partcipant Balance 457h 150 897 ga 5o

* Het Cash Flow for Quarter Ending 12:31,2011 was ($83.7M) in which case % Change becomes irrelevant.
** Data taken from quarterly UC report (Active participants in 403b and 457b plans).
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900

Retirement Savings Program

New 403(b) Loan to Participation Rate

Analysis

1,492

- 70.0%

56.1% g5 30,

- 60.0%

Q308 Q408 Q102 Q209 Q309 Q409 Q110 Q210 Q310 Q410 Q111 Q211 Q311 Q411 Qi12

B Quarterly Loans Initiated

== A403b Participation Rate Q4 09- Q112
s 157 b Participation Rate Q3 09- Q112
== |Jnigue Participation Rate Q3 08- Q112
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Retirement Savings Program

UC Median Balance vs.
Average Tax Exempt Market Participant Balance

$60,000

$52,873

$50,000 -

$40,000 1

$31,302

$30,000 -

$20,000 -

$10,000 -

Career Participants Median Balance Avg. TEM Higher Educ. Plan

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

Active Participants Median Balance by Age

$90,000 7 O UC Career Median Balance
H Fidelity Median Balance $78,700
$80,000 -
$72,817
$70,000 ~ $68,500
$60,000 -
$51,879
$52,100

$50,000 -
$40,000 - $37,800 $38,018
$30,000 - 26,600 $26,568
$20,000 ~ $18,096

' $14,700
$10,000 - s6400  S9675

$1,800 ,
§1622 $4,275 .
$_ ,
Age 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59

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

Plan Assets Under Management at Fidelity

$17,000,000,000 440,000
$16,500,000,000 435,000

430,000
$16,000,000,000

425,000
$15,500,000,000

420,000
$15,000,000,000

415,000
$14,500,000,000 410,000
$14,000,000,000 405,000

Apr'1l May 1l June'll July'1l Aug'll Sept'll Oct'll Nov'll Dec'll Jan'l2 Feb'l2 Mar'12

Assets —e— Participants
As of 3/31/2012 403b DCP 457b Total
Total Participants 123,743 271,943 24,881 420,567 I
Active Participants 76,228 171,169 18,957 266,354
Inactive Participants 47,515 100,774 5,924 154,213
Total Plan Assets $11,685,969,588 $3,772,859,172 $1,193,356,298  $16,652,185,058

Fidelity Confidential Information 10





Retirement Savings Program

Single-Investment Option Holders

= X' KV KN

Information as of 3/31/2012

How many participants hold: 403b DCP 457b In;:esrtsry SaFrJneee-rssize
1 Fund (Lifecycle Fund) 9.6% 3.5% 12.6% 38.9% 18.6% |
M 1 Fund (Non-Lifecycle Fund) 26.1% 74.6% 26.0% 13.5% 14.8%
M 2 Funds 19.0% 11.0% 17.5% 14.1% 14.6%
I 3 Funds 13.0% 4.2% 11.2% 8.1% 10.7%
M 4 Funds 9.5% 2.4% 9.4% 7.7% 8.7%
5 or more Funds 22.9% 4.4% 23.4% 17.7% 32.5%
Average # of Funds Held 3.4 funds 1.6 funds 3.5 funds 1.8 funds 3.5 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 15,119 184,298 2,025 201,442 |
UC EQUITY FUND Domestic Equity 6,255 7,075 886 14,216
UC BALANCED GROWTH Balanced/Hybrid 3,296 2,040 880 6,216
UC ICC FUND Managed Income or Stable Value 1,874 1,287 680 3,841
UC BOND FUND Bond 794 782 275 1,851
Plus 181 other funds - 4,932 7,423 1,702 14,057
Lifecycle Funds - 11,831 9,411 3,141 24,383
BrokerageLink - 53 45 19 117
Total 44,154 212,361 9,608 266,123

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

Fidelity Confidential Information 11





Retirement Savings Program

Cash Flow Summary

Cash Inflow Quarter ending: 3/2012 Quarter ending: 12/2011
Contributions
403b: $162,491,966 $ 79,191,568
457b: $ 58,020,445 $ 23,964,762
DCP: $ 25,518,365 $ 15,659,982
Rollover/Transfer In: $ 40,675,155 $ 33,256,038
Total $286,705,931 $152,072,350
Loan Repayments $ 15,911,804 $ 9,987,748
Interest on Loans $ 1,903,714 $ 1,196,559
Balance Forward $ 4,834 $ 6,597
Total Cash Inflow $304,526,283 $163,263,254

Cash Outflow

Loan Withdrawals

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

Systematic Withdrawal Payments:

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

Total

Transaction-based Fees

Quarter ending: 3/2012

($ 15,751,488)

($142,731,254)
($ 30,267,843)
($ 22,592,131)
($ 13,373,831)
($ 4,426,757)
($ 3,397,279)
($ 1,865,163)

($  885,438)
($  453,056)
($  109,511)
($  44377)

($220,146,640)

($  162,110)

Quarter ending: 12/2011

($ 13,181,848)

($122,727,301)
($ 21,739,452)
($ 18,200,242)
($ 59,531,434)
($ 3,785,000
($ 2,688,571)
($ 3,866,258)

($  889,260)
($  206,053)
(% 0)
($  25.455)
($233,659,026)
($  195,147)

Total Cash Outflow

($236,060,238)

($247,036,021)

Net Cash Flow

$ 68,466,045

($ 83,772,767)
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Retirement Savings Program

Loans by Participant Account Balance

Loans by Participant Account Balance
as of 3/31/2012

# of Loans
9,000
§,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000

0 ;
< $20K

8,367

2,062

.

$80K-$100K > $100K

1,320
785
N

$20K-$40K $40K-$60K $60K-$80K

Avg. Loan Balance
$20,000

48,000
16,000
$14,000
12,000
10,000
8,000
$6,000
$4,000 -
$2,000 -

$0

$18,029

$15,605

$13,821
$12,71 ’

$9,930

$5,128

< $20K

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

> $100K

Total Participants

in balance 47,251 Participants 18,036 Participants 10,896 Participants 7,441 Participants 5,862 Participants 34,257 Participants

Total
Loans

Original
Amount

Outstanding
Loans

OQutstanding
Balance

Loans
Defaulted

Default
Amount

3 Maonth Change

-53

$2 565 B39

-59

32,340,581

140

$1.857 755

B Month Change

8 Manth Change

12 Month Change

Fidelity Confidential Information
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Retirement Savings Program

Account Access Comparison and
Participant Access Volumes

Account Access Comparison
4/1/2011 - 3/31/2012

UNNERSITY OF CALIFORNIA AVG. TEM HIGHER EDUC. PLAN
Rep Rep
Assisted Assisted
Calls Calls
1% 3%

HetBenefits HetBenefits
99% a7%

Participant Access Volumes
4/1/2011 - 3/31/2012

3,000,000

2,637,079
2,500,000

2,123,295 2,153,261
2,023,915
2,000,000
1,500,000
1,000,000
500,000
20,946 25,001 34,385 37988
1]
Apr - Jun Jul - Sep Oct - Dec Jan - Mar

O Rep Assisted Calls O HetBenefits &
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18,000

16,000

14,000

12,000

10,000

4,000

2,000

Retirement Savings Program

Participant Account Activity by Type

Participant Account Activity by Type
41112011 - 313112012

ORep Assisted O NetBenefits®

Fidelity Confidential Information

Update Transactions
15,655
14,699
11,215
7,857
kAL
2,146 2,233
1 1,535 1,380
95
Exchanges Contribution Literature Deferrals Withdrawals
Allocation Requests
Updates

Inquiry Only

1,200,000

1,103,187

1,000,000

400,000

200,000

22,793

Inquiries

ORep Assisted O NetBenefits®
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of June 29, 2012

AGENDA ITEM G

Retirement Savings Program — Financial Education Program — Update

Manager Bill Ryan will present an update on UC’s Financial Education Program, including an
overview of participants’ usage and opinions of the enhanced UC Focus on Your Future web
portal, which became effective in late February 2012. To access the web portal, please click on
the following link:

www.ucfocusonyourfuture.com.

Attachment
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UNIVERSITY

OF
CALIFORNIA UC Retirement System (UCRS)

L aunch Results:
UCRS Portal

May 28, 2012
First three months after launch






Slte ACtIVIty, 2012 VS. 2011 Financial Education Program

Post-launch (February 22-May 28, 2012) vs. same timeframe 2011

Feb 22-May 28, 2012 Feb 22-May 28, 2011 % change
Visits
Visits 96,776 61,842 56.5%
Unique Visitors 67,604 42,352 59.6%
Pageviews 397,311 94,425 320.8%
Pages/Visit 411 1.53 168.6%
Avg. Time on Site 0:04:27 0:01:26 210.5%
Bounce Rate 37.9% 62.0% -38.9%
% New Visits 69.6% 55.2% 26.1%
% Returning Visits 30.4% 44.8% -32.1%
Browsers
Internet Explorer 48.9% 51.5% -5.0%
Firefox 25.2% 25.2% 0.0%
Safari 15.1% 17.0% -11.0%

Chrome 9.4% 5.5% 72.6%






Slte Use Financial Education Program

February 22-May 28, 2012

QUANTITY

Users who have logged in and interacted with a personalized area 20.0% of all unique users (13,530)

Roadmaps saved 39.3% of all who logged in (5,323)

Learning recommendations received 23.0% of all who saved a Roadmap (1,224)






Key Dates for Communication

February 14, 2012
February 22, 2012
February 22, 2012
February 25, 2012
March 5, 2012

March 12, 2012
March 13, 2012

March 27, 2012
April 3, 2012

April 5, 2012
April 10, 2012
April 12-13, 2012
April 17, 2012
April 24, 2012
May 1, 2012
May 2, 2012
May 8, 2012
May 22, 2012

Teaser email, postcard, video
Soft launch

“Our University”

“‘UCLA Today”

AYS banner
Launch communication

Follow-up postcard

“This Week @ UC San Diego”
‘Roadmap” webinar email

‘Roadmap” webinar

Global class invitation
Targeted workshop email

‘Roadmap” webinar (waitlist)
“College Savings” webinar email
Bay Area Finance Fairs

UC FOCUS newsletter email
“College Savings” webinar
“New Dimensions”

Targeted workshop email

“‘Right Path” webinar email
“‘Right Path” webinar

Financial Education Program
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Slte ACtIVIty, VlSltOf Trend Financial Education Program

Post-launch (February 22-April 30, 2012) vs. same timeframe 2011

FOCUS onvoursuruee
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TOp CO nte nt Financial Education Program

February 22-May 28, 2012

180,000
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*

Top-viewed educational content was promoted in emails, related to plan details, featured on home page, or in FOCUS.

Encouragingly, participants also have begun to browse the Financial Fitness Library Sections (Articles/Tools/Tutorials) and Subsections (Plan/Build/Manage/Get Ready)





Top Content: Resource Name Key

/FinancialFitnessLibrary/Overview/1
/FinancialFitnessLibrary/ClassesLanding
[financialfitnesslibrary/resource/124
/FinancialFitnessLibrary/Focus
/FinancialFitnessLibrary/Schedule
[ffinancialfitnesslibrary/resource/94
/FinancialFitnessLibrary/SubSection/11
/FinancialFitnessLibrary/SubSection/1
[ffinancialfitnesslibrary/resource/58
/FinancialFitnessLibrary/SubSection/8
/FinancialFitnessLibrary/PersonProfile/4
/FinancialFitnessLibrary/PersonProfile/1
[ffinancialfitnesslibrary/resource/40
[ffinancialfitnesslibrary/resource/22
/FinancialFitnessLibrary/Resource/4
/FinancialFitnessLibrary/Schedule/9
/FinancialFitnessLibrary/SubSection/4
[ffinancialfitnesslibrary/resource/38
[financialfitnesslibrary/resource/123
/FinancialFitnessLibrary/Resource/127
/FinancialFitnessLibrary/PersonProfile/5
/FinancialFitnessLibrary/Overview/2
/FinancialFitnessLibrary/Overview/5

[financialfitnesslibrary/resource/7

What's Popular

Financial Education Classes
Have You Checked Your Score?
FOCUS

Class Schedule

Financial Education Program

Creating Your Personalized Retirement Roadmap class

*Get Ready for Retirement/Getting Ready
*Plan Your UC Future/Getting Started
Make the Most of Your Retirement Savings Program
*Manage Your Investments/Building Investing Skills
Deb
Tracy
Get Personal Help Planning for Your Future
Your UC Retirement System class
IRS Limits for 2012 Announced
Class Schedule/UC Berkeley
Build Your UC Foundation
Your Emergency Fund: How Much Is Enough?
Upcoming Dates for Systemwide Live Webinars

Fees Reduced for Some UC Retirement Savings Program Investments

Jim

Personal Situation
Tutorials

Take Home Pay Calculator





TUtOrlaI VIeWS Financial Education Program

April 1-30, 2012

March 1-30, 2012

* Top-viewed content tended
to be either featured on the

home page (profiles, home
rotating promos, FOCUS,
class schedules) or related
to plan details






Selected Participant Comments FRaNETal EQLCStION Program

“‘Overall, (the site) has been very well received. I've had some participants run their roadmap right there in
class with their laptop and consistently hear comments as to how simple and user friendly the process is.

Also, I've seen the "ah-ha" moments happen frequently where participants really understand how UCRP and
RSP can work together to replace income in retirement. Most participants have more incentive to enroll or
increase deferrals after running their numbers.”

— Joe Hager, Senior Retirement Counselor, Fidelity Investments

"It's so user-friendly. Finally, my pension and

my Fidelity are all on one site."
"That's so cool how the score changes

instantly. | really need to contribute more."
"Love how I can customize the roadmap
using my outside assets and my partner’s information.
So much better than the mailing we used to get."

"This is like a stress test of my current retirement plan. Great wake-up call for me."

"That's it! Just one click and | get my score? | can't wait to
go back to my desk and run my numbers."





Selected Participant Comments FRaNETal EQLCStION Program

“The feedback | have received on the tool has been mostly very positive. It seems that for the most part,
employees are finding the tool to be very helpful relative to figuring out if they are on track for retirement and
also thinking in terms of what steps they can take to increase their retirement readiness.”

— Jeff Crowley, Senior Retirement Counselor, Fidelity Investments

"Great tool, very helpful.”

"T'he tool seems very ituitive."

"I feel like 1t's a great way to see 1f I'm on track."

"Wow, that's really cool!”

“l think it's wonderful.”





Visitor and Content Detall






Site Activity, Visitor Trend Detall Financial Education Program

222 1,641 664 3/17 958 464 4/10 758 367 5/4 681 657
2/23 1,704 693 3/18 961 481 4/11 879 677 5/5 364 526
224 1,528 603 3/19 1,256 304 4/12 819 704 5/6 308 488
2/25 595 635 3/20 1,024 349 4/13 668 2,525 5/7 730 294
2126 557 401 3/21 892 620 4/14 453 5,203 5/8 747 277
2127 1,216 345 3/22 838 652 4/15 483 1,571 5/9 812 578
2/28 1,090 755 3/23 829 664 4/16 882 694 5/10 605 598
2/29 1,083 0 3/24 523 617 4/17 3,062 618 5/11 519 709
3n 1,336 1,096 3/25 543 415 4/18 5,026 1,068 5/12 257 322
32 945 813 3/26 986 354 4/19 1,714 841 5/13 286 557
3/3 507 693 3/27 1,191 356 4/20 1,445 772 5/14 688 277
3/4 497 536 3/28 935 674 4/21 540 763 5/15 654 268
3/5 6,891 329 3/29 1,171 628 4/22 555 586 5/16 653 702
3/6 4,685 387 3/30 672 690 4/23 1,121 360 5/17 585 510
37 1,732 612 3/31 519 638 424 990 340 5/18 606 523
3/8 1,464 1,089 an 451 853 4/25 884 768 5/19 287 492
3/9 1,202 647 a2 998 364 426 700 716 5/20 296 439
3/10 598 532 4/3 1,194 385 4127 699 777 5/21 744 178
3/11 626 435 4/4 1,060 728 4/28 320 606 5/22 733 252
3/12 1,138 304 4/5 755 673 4/29 341 903 5/23 808 511
3/13 1,171 301 4/6 738 619 4/30 799 310 5/24 610 554
3/14 1,100 570 417 399 881 5/1 1,198 307 5/25 494 625
3/15 1,837 566 4/8 374 665 5/2 1631 686 5/26 243 544
3/16 967 581 4/9 881 364 3 855 118 5/27 222 448





Site Activity, Visitor Trend by City FIRSNCTal EQUCStION Program

Feb 22-27, 2012 1,400

1,200

Our University

1,000
Feb 22

=
e - 800
B —] UCLA Today

~ | Feb22 600 7

- 400 -

BE Bl mmm
0_

San Santa
Los Angeles ) Sacramento | San Diego Berkeley Davis Irvine Oakland Orange
Francisco Barbara
@ Visits 1,327 871 767 643 343 304 240 216 212 180
Mar 5-15, 2012 4,000
3,000
AYS Banner
Brochure 2,000 -
Mar 5
1,000 ~
Postcard
Mar 12 0 4 lJ_J_J_J_J__.__-__-_
Los San San Sacra- Santa Santa Santa
. Berkell Davi Irvi Oakland | Of La Jolla [Ri ide | Goleta
This Week @ Angeles |Francisco| Diego erkerey mento avs rvine Barbara | Cruz axcen range | Hacola riversice ) tole Monica
UC San Diego
Mar 13 |I Visits | 3,406 2,985 2,442 1,962 1,453 1,252 926 627 605 603 579 544 537 221 213






Site Activity, Visitor Trend by City

Mar 16-22, 2012

oy ... POStCard
Mar 12

April 1-30, 2012

= —

Focus Newsletter
Apr 17

FOCUS onvour suruse
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Financial Education Program
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Site Activity, Visitor Trend by City

May 1-28, 2012

new
dimensions

New Dimensions
May 1

Workshop Email
May 2
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Financial Education Program
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Launch Communications

March 5-16, 2012

Emails sent

QUANTITY

Emails not returned

Emails opened

PERCENTAGE
79,726 n/a

79,461 99.7%
16,328 20.5%

Financial Education Program

Launch brochure views

7,057 8.7%

51 0" oT Ame ans e
written retirement plan.*

AtUC, we're changing that.

since 2006, UC has provided you with our blue Retirement Review bookiet each February. If
You'Te nox familiar with it, the Retirement Review provides a snapshot of your future retirsment
benefits from the LC-spansared retirement and savings plans, based on your curment balances and
hypathetical future actions you take

we consistently hear from employees how much value they get from that ane simple booklet.
That's why we're pleased to annaunce that we're enhancing your Retirment Review and moving
it online to our www.ucfocusonyourfuture. com

Attached is 2 brochure that will help you understand how to get the most from your enhanced
2012 Retirement Review.

READ THE BROCHURE

This change is part of our ongoing effort to bring you financial education that can help make
positive difference in your life. Over the past five years, more than 50,000 faculty, staff, and
retirees have attended LIC-sponsored financial education classes or used our onling tools and
resourca:. our il sducaton Srogram has ecaed pasitie s fom masy paricpants,
and has won several industry awards

el comtinue t make enhancemencs Shat cn hilp yau plan fo 3 brightar fuurs. nthe

MEantime, we enCourage you to read the. brochurs and view your 2012 Retirement
Review at the enhanced m.w.:m.
* 128 Ano ve, % 2011
ERiA
UNIVERSITY

CALIFORNIA Univarsity of Callfornia Retiremant System

UNIVERSITY
OF

CALIFORNIA

What if there was an easy way to see
where you are now..and the steps that
can help you get where you want to go?

Now, there is. Inside

The UC Retirement System: UCRP and the 303(8), 457(b). ané DC Plan:

When Can | Retire?

Ever wanted to know?
Now you can find out.

> What we're doing
> How it benefits you

> How you can make the most of it






Teaser Email, Postcard, and Video PRI Ed e P oy

February 14-28, 2012

QUANTITY PERCENTAGE
Emails sent 79,726 n/a
Emails not returned 79,543 99.7%
Emails opened 17,009 21.3%
Teaser video views 12,131 15.2%

What.if there was an easy way to

o j 45 Are you on track
What if there was an easy way tosee  *% g :
if you're on track for retirement? +1 ) . -I:'Dr rEtl re mem?

vvvvvvvvvv

oF
CALIFORNIA University of California Retirement System

UNIVERSITY
F

CALIFORNIA University of California Retirement System






Financial Education Program

This presentation is by Fidelity Benefits Consulting, which is part of the Fidelity Personal and Workplace Investing
division and which provides strategic consulting services to plan sponsors.

All content in this presentation is for discussion and informational purposes and is not intended to provide tax, legal,
insurance, investment or other financial advice. No part of this presentation should be construed, explicitly or implicitly,
as an offer to sell, a solicitation of an offer to buy, an endorsement, guarantee or recommendation for any financial
product or service by Fidelity its affiliates or any third party.

© FMR LLC.






University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of June 29, 2012

AGENDA ITEMH

Retirement Savings Program — Fund Menu Management

Director Schlimgen will provide an overview of the evolution of the Retirement Savings
Program (RSP), focusing on participation and investment options. The overview will be followed
by a discussion of RSP fund menu management options.

Attachments






1967-
1985

1986-
1988

1989

UC Retirement Savings Program
Evolution of Program — Participation and Investment Options

(Information Listed by Calendar Year)

1990

1991-
1992-

1994-
1995

2004

2005

2010

2012

o—'

= Fijve UC funds

offered under the
voluntary Tax
Deferred Annuity
(TDA) Plan & the
voluntary
Supplemental
Retirement Plan
(valued monthly):
— Savings

— Equity

- Bond

— Money- Market
- GIC (i.e., ICC)

Only career
employees may
participate in the
voluntary plans

"’

Expanded TDA
options— added
one Calvert
socially
responsible fund?
(1985) & the
Fidelity
Investment
mutual funds
(1986) — all
valued daily

(1986) UC divests
from South Africa
investments

(1988) Voluntary
plans opened to
all employees?

"’

=" TDA &
Supplemental
Retirement Plan
renamed Tax-
Deferred 403(b)
Plan & After-Tax
Contribution Plan

"’

= UC Multi-Asset
Fund added

= After-Tax Plan
expanded &
renamed to the
Defined
Contribution Plan
(DC Plan)

= UCRP (pretax)
mandatory
contributions
redirected to the
DC Plan -
(initially only to
Savings Fund -
expanded to all
UC funds in 1992)

12001 - expanded 403(b) options to include all Calvert socially responsible funds
2 Except students working less than 20 hours per week

"’

= (1991) UC part-

time employees
must choose
either the DC
Plan (Savings
fund) or Social
Security

(1992) UC part-
time employees
(except student
employees) must
participate in the
DC Plan - all UC
funds made
available to them
as options

"’

= (1994) Expanded
the DC Plan
options - added
Fidelity mutual
funds

= (1995) Non-
exempt student
employees must
participate in the
DC Plan in lieu of
Social Security

"’

= 457(b) Deferred
Compensation
Plan
implemented

= UC TIPS Fund
added

"’

Master record-
keeping platform
implemented
with expanded
services &
uniform funds:

— DCPlan to
include Calvert
funds

— 457(b) Plan to
include Calvert
& Fidelity
funds

— Daily valuation
of UC funds

— Brokerage Link

New UC CORE
Funds menu
implemented

"’

= UCRP redirect
contributions to
the DC Plan cease

"F—q;

= 49 Fidelity funds
& 8 Calvert funds
transitioned to
“institutional”
class

= UCICC fund
closed to new
contributions &
transfers

" |nitiating steps to
adhere to DOL-
ERISA fee
disclosure rules

= Discussion of
fund menu
consolidation
and control
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Discussion Topics

Where Retirement Savings Program Assets Are Invested

Stewardship Process Progression

1. Regulatory Framework (Fee Disclosure, other Department
of Labor (DOL) regulations)

2. Menu Cost Structure Review (Institutional pricing)
3. Menu Management Strategy

» Retirement Savings Program (RSP) Fund Menu Management
— Why Monitor? — the Fiduciary Perspective
— Benefits of Menu Management

* Menu Management — Options for Discussion and Evaluation





Where Retirement Savings Program Assets Are Invested

UC Retirement Savings Program
Total Assets — Market Value as of as of 3/31/12

UC Core Funds
All Other Funds
Fidelity K Shares
Calvert Funds*

UC Core Funds ]
$12.3B m BrokerageLink Accounts

74.1% of total assets

Unique
0,
All Other Funds Fund Group Market Value gl Participant
$2.2B Total Assets Count
13.2% of total assets
UC Core Funds $ 12,345,096,145 74.1% 273,172
o All Other Funds $ 2,191,667,160 13.2% 45,390
Fidelity K Shares —
$2 B Fidelity K Shares $ 2,003,183,642 12.0% 40,691
12% of total assets Calvert Funds* $ 66,020,659 0.4% 3,809
BrokerageLink Accounts  |$ 46,217,497 0.3% 251
BrokerageLink \_
$46 m Calvert Funds Total \$ 16,652,185,103 100.0%
0.3% of total assets . $66 m
0.4% of total assets *Calvert Funds Transition to Institutional shares to be effective 8/2/12

Revised 06/29/12






Plan Stewardship Progression

» Fee Disclosure Increases Transparency
— Obijective of regulation is to inform

— DOL believes effort brings home the impact of fees to participants
as well as plan sponsors

* Fund Menu Management
— Considerations for Fiduciaries
— Benefits





Why Monitor? — The Fiduciary Perspective

» There is a fiduciary duty to monitor benefit plans and offerings

= Monitoring can take a number of forms, but the following are helpful
guidelines for DC plans:

— Diversification: investment array should offer opportunity for
participants to diversify; compliance entails a responsibility to
communicate the options effectively

— Fees & Expenses should be reasonable

— Exclusive Benefit Rule: decisions need to be made in the best
Interests of participants and their beneficiaries





Benefits of Menu Management

* Monitoring smaller menu is more efficient

— Time and expense work against effective monitoring of
expansive menus

= Easier for plan sponsor to communicate and for participants to use

— Obijective is to facilitate thoughtful decision-making and positive
outcomes

— Duplication abounds in large menus
— Focus on a smaller number of choices tends to alleviate confusion

— Studies have shown that too much choice can prevent participants
from making appropriate decisions





Fund Menu Management Stages






Fund Menu Management Stages

Gjrrent:

« UC Core Menu is
focus of communications
and financial education

» Access to full historical
fund menus

eInstitutional pricing as
available

* Fund additions
controlled at program
level

 Application & disclosure
for BL* use

AU

*BL = BrokerageLink

\ (st Stage:

AN

« UC Core Menu

* Non-UC Core options
limited (e.g. k-shares,
institutional pricing)

e Other non-UC Core
(e.q. retail, sector, etc.)
only available through BL
* Participants given
opportunity to retain
affected funds within
BL through application
and in-kind transfer
process

/

gd Stage: \
« UC Core Menu

* Non-UC Core menu
structure modified

* Monitoring of

non-UC Core for role &
guality

 Closure of duplicative
or lower quality offerings
and potential additions
to fulfill key asset class
categories

» Broad array of
permitted options

available through BL

ﬁappropriate /
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Fund Menu Management Progression

= Current State

— Non-UC Core options have been changed (as available) to
improve pricing to institutional class

— Plan has leverage on pricing due to plan type and asset size —
Institutionally-priced options not available through retail or other
channels (BL)





Fund Menu Management Progression — First Stage

» First stage - manage number of choices on platform

— The less is more aspect of fund menu management is applied using
a model that retains access for the self-determined investor — full
choice is retained, with the more expensive (retail) options available
through the BL if desired

* Menu management applied using pricing guidelines (no retail funds)
— Pricing is the most objective form of monitoring

— Institutional requirement the most obvious opportunity to
demonstrate stewardship and objectively benefit participants

— Consider permitting retail priced options only through BL and
not on the Record-keeping (RK) platform

« All non-UC Core options on RK platform would be institutionally-
priced





Fund Menu Management Progression — First Stage, continued

* Non-qualifying funds no longer available on RK Platform (retail, etc.)
— All non-institutional offerings could be closed to new contributions
— Balances transferred in-kind to BL accounts
« BL application process necessary

— All non-qualifying fund balances and contribution elections not
transferred to BL mapped to appropriate UC Core and/or Non-UC
Core Institutional class options

» This stage of fund management presents increased challenges for
communication, education, and overcoming participant inertia

10





Fund Menu Management Progression — Second Stage

= 2nd phase of fund menu management could provide opportunity for
full monitoring of all available funds on RK platform

- Monitoring for role & quality
- Closure of duplicative or lower quality offerings, and
- Potential additions to fulfill key asset class categories

= Next steps ...

11
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of June 29, 2012

AGENDA ITEM A

UCRP — Post-Employment Benefits — Implementation Update

Manager Bill Ryan and Coordinator Mike Haga will provide an overview of Phase | of the Post-
Employment Benefits (PEB) implementation process, during which PEB technical
implementation issues were identified, analyzed and vetted through a consultative process. As
discussed with the UCRS Advisory Board (Board) in February 2012, the Regents approved
several provisions which clarify the operation of the 2013 Tier at their meeting of May 16, 2012.

Also, an update on Phase Il of the PEB process will be provided and Coordinator Anne Wolf will
provide an overview of the PEB communications issued to date and those planned for the future.

Attachment






University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of June 29, 2012

AGENDA ITEM I

UCRS Advisory Board — Election of Officers for Fiscal Year 2012-2013

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. Only one nomination for each
position was received. For the 2012-2013 Fiscal Year, Professor Ross Starr has been nominated
for a second term as Board Chair and Professor Shane White has been nominated for a second
term as Vice Chair. An election packet consisting of a list of the nominees and a ballot is
included as an attachment.

Although Chair Starr will be unable to participate in the meeting, Vice Chair White will have the
opportunity to address the Board regarding his candidacy, if he chooses to do so. 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 Vice 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 of Pension & Retirement Programs by June 28", even if planning
to participate via teleconference.

Attachment






AGENDA ITEM | Attachment 1
June 29, 2012 Page 1 of 2

UCRS ADVISORY BOARD OFFICER ELECTION

NOMINATIONS
FOR FISCAL YEAR 2012-2013

UCRS ADVISORY BOARD CHAIR

Nominee By

Ross Starr Shane White

UCRS ADVISORY BOARD VICE CHAIR

Nominee By

Shane White Ross Starr






AGENDA ITEM | Attachment 1
June 29, 2012 Page 2 of 2

UCRS ADVISORY BOARD ELECTION BALLOT

FOR FISCAL YEAR 2012-2013

UCRS ADVISORY BOARD CHAIR

Ross Starr |:|

Abstain I:I

UCRS ADVISORY BOARD VICE CHAIR

Shane White I:I

Abstain I:I







University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of June 29, 2012

AGENDA ITEM J

UCRS Advisory Board — Proposed Meeting Schedule for Fiscal Year 2012-2013

The following is the proposed UCRS Advisory Board meeting schedule for fiscal year 2012-
2013:

November 2012
Friday, November 16, 2012 10:00 a.m. - 2:00 p.m.

February 2013

Friday, February 22, 2013 10:00 a.m. - 2:00 p.m.
June 2013
Friday, June 21, 2013 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.






PEB Project Plan Phases

Taskforce/ Phase | Workgroups/ Phase Il Workgroups TBD
Regents Dec. 2010 Regents May 2012

Define objectives

Evaluate current (as-is) state

Do the work Business owner acceptance

i Identify opportunities and risks
Define scope Monitor against the plan Evaluate by stakeholder

: Conduct Analysis

Identify approach . Lessons Learned
Report Progress

Gather requirements

Interview stakeholders Finalize plan documents

Manage Change

Define work

Document Charter
Identify dependent projects

Document deliverables Document plan

Validate timeline

Identify resources

< Dec. 2010 Sept. 2011 — May 2012 June 2012 - TBD







University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of June 29, 2012

AGENDA ITEM B

UCRP — Disability Program Review

Director Gary Schlimgen will provide a summary of the disability program review, which was
recommended as an outcome of the President’s PEB Task Force. As previously communicated,
the review, in part, is to determine if and to what extent a long-term disability benefit should be
provided in the 2013 Tier. At the request of the University Committee on Faculty Welfare
(UCFW), the review was expanded to include an analysis of the entire UC disability program.

The disability review was conducted by a UC work team and Mercer Consulting, with an internal
steering committee, the UCFW and its Task Force on Investment and Retirement (TFIR)
providing consultation throughout the review process. The summary highlights the findings of
the review, including a comparison of the benefits of UC’s disability program with programs of
benchmark comparators.

Attachment
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Comprehensive Review of Disability Benefits - Why?

* An outcome of the Post-Employment Benefits Task Force was to evaluate
the long-term disability benefit in the new tier, in part to see if the disability
program could be administered more efficiently, and with better value,
outside the defined benefit plan.

— The funding of disability benefits through pension plans was relatively common
in the past but is rare today. The overwhelming majority of employers deliver

disability benefits for long-term disabilities through plans insured or administered
by an insurance company.

« At the request of the University Committee on Faculty Welfare, the Chief
Human Resource Officers, and several other groups, a comprehensive
review of the entire UC disability program — both design and administration
- was undertaken.

« UC staff met with many groups to “process map” administration and a
consultant (Mercer) was engaged to evaluate our program against several
criteria. The UCFW-Task Force on Investment and Retirement (TFIR) has
provided consultation throughout the process.





Current Disability Benefits

e UC Paid Disability Benefits — provides a taxable benefit of $800 per
month. This benefit is below the California state disability insurance (SDI)
benefit, which currently pays 55% wage replacement up to $1,011 per
week, based on an annual salary cap of $95,585.

 Employee Funded Disablility Benefits — The supplemental disability
program (STD and LTD) provides a tax-free benefit up to 70% of pre-
disability pay with a maximum monthly benefit of $10,000.

— UC’s 70% income replacement is higher than most taxable disability benefits offered and does little to
encourage employees to return to work.

 UCRP Disability Benefits - UCRP provides a long-term disability benefit to
those members eligible for benefits and with a minimum of 5 years of
service credit. Members earn service credit generally until their disability

end date or until they cross over to UCRP retirement income.

— Current Tier (with SS hired 4/1/80 and later) — 22.5% of final salary after 5 years, scaling to 40% max
after 12 years of UCRP service credit

— 2013 Tier — 12.5% of final salary after 5 years, scaling to 25% max after 12 years service credit





Current Benefit Offerings

Duration of Absence

Sick Leave/PTO/Salary Continuation

(Required to use 22 days of sick leave, if
available)

Employee Funded Supplemental Disability Plan

(Voluntary Benefit, 50% of eligible earnings, or
70% with other benefits, to max of $10,000/month)

Choice of 7, 30, 90, or 180 day waiting period

UC Funded Short UCRP LTD
Term Disability Plan (40% of eligible
(55% of earnings to earnings up to age
$800/month, max 26 65)
weeks)

Benefits Begin 26 weeks 12 months

lllustration of disability benefits

(if enrolled in employee funded
supplemental and with 12+ years
UCRP service credit); illustration does
not include Social Security Disability
Income (long term)

Monthly salary = $4,200

Supplemental
Supplemental Disability Benefit:
. Supplemental $1,260

benefit = $2,140 benefit = $2,940

(70%)

UC-Paid: $800

Note that if an employee has a long-term disability with no supplemental plan
and less than 5 years of UCRP service credit, benefits are payable at only
$800/month for 26 weeks





Benchmarking Comparisons

« STD - Almost all of the benchmarked plans provide a core employer-paid
benefit with a 7 day waiting period — except for CA employers who are
subject to state disability insurance which has mandatory employee
contributions (1% of covered pay).

e LTD — Most comparators provide a core employer-paid LTD benefit of 50-
60%, with optional coverage available through employee contribution. Most
plans have a 180 day waiting period, an average maximum monthly benefit
of $11,000 and use “base pay” as the definition of covered salary.

« UCRP - Benchmark data does not support a disability income benefit under
a defined benefit plan and shows very few UC peers offering such a
benefit. Where it exists, benefit level is 33-50% of salary, and only one
employer indicated any vesting requirement to receive benefits.





Draft Recommendations — For lllustration Only
UCRP

e UC should modify the disability benefit for Tier 2013 participants, and
transition current employees into the new program in stages, as funding
and implementation issues allow (no change to UCRP long-term disability
provision for current employees).

« Moving the delivery and funding of disability benefits outside the pension
plan provides a number of advantages including:

— Greater flexibility in changing plan design to keep up with emerging
Industry trends

— More intensive medical management and medical review of disability
claims, ensuring that only those with true disabilities receive benefits

— Increased focus and resources on return to work, leading to shorter
disability durations and reduced turnover

— Greater cash flow flexibility through a mix of insured and self-insured
funding options.





Draft Recommendations
Draft Recommendation Variations — For lllustration Only

There are two variations to the modification of the long-term disability
benefit associated with the 2013 Tier:

1. Completely modify 2013 Tier long-term disability provision:
no payments from UCRP for disability;

no service credits to UCRP for time not working;

NO Crossover process;

offer improved STD and LTD benefits.

2. Partially modify 2013 Tier long-term disability provision:
no payments from UCRP for disabllity;

a continuation of service credit accruals;

a crossover process;

offer improved STD and LTD benefits.





Draft Recommendations — For lllustration Only
STD and LTD

« Concurrent with changes to the 2013 Tier, UC should consider a new
disablility plan design and structure that is more competitive to the short-
term and long-term disability marketplace. Based on benchmark and
marketplace data, a possible plan design might be:

— Short-Term Disability - UC funded benefit of up to 55%
(up to $1,000/week) plus optional employee-paid coverage of
additional 15%, (up to $15,000/mo.)

— Long-Term Disability - UC funded benefit of up to 50% (up to
$15,000/mo.) plus optional employee-paid coverage of 10%
(up to $15,000/mo.)

— UCRP - Offer improved UC-paid STD/LTD benefits in lieu of the UCRP
2013 Tier disability income benefit; continue service credit accrual /
crossover.





Draft Recommended Benefit Offerings — For lllustration Only

Duration of Absence

7 day waiting period | UC Funded Short Term Disability UC Funded LTD

(Sick Leave/PTO) | Plan (up to 50% of eligible earnings up to $15,000
(up to 55% of eligible earnings up to per month) Up to age 65
$1,000/week)

Supplemental STD Supplemental LTD

(employee funded 15% supplemental | (employee funded 10% supplemental benefit
benefit for a total of up to 70% income | for a total of up to 60% income replacement
replacement up to $15,000 per month) | up to $15,000 per month) up to age 65

Benefits Begin 26 weeks
lllustration of disability benefits.
UC-paid 55%/50% plus Employee-paid Supplemental
supplemental 15%/10%; no UCRP benefit = $630 STSHIETEntal
disability income; illustration does not Disagﬁit Benefit:
include Social Security Disability $3/20 -
Income (long term)
Monthly salary = $4,200 UC-Paid: $2310 .
UC-Paid: $2100






Collective Bargaining

— The University will take appropriate action concerning proposed
changes that may trigger notice, consultation, and meeting and
conferring obligations under the Higher Education Employer-Employee
Relations Act, if any such action is required. Any ultimate
recommendations as they apply to represented employees are
subject to collective bargaining requirements.

10





Appendix
Benchmarking Comparisons

» Benchmark comparators include:
— Academic Institutions
- Comp 8
- Harvard University, MIT, Stanford University, Yale University, SUNY — Buffalo,
University of Illinois — Urbana, University of Michigan — Ann Arbor, University of Virginia
- The University of Texas System
— Large California Employers
- Wells Fargo
- California State University (CSU System)
- State of California
— Academic Medical Centers and Medical Systems
Oregon Health and Sciences
Stanford Hospital and Clinics
Kaiser California
Sutter Health

11
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University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of June 29, 2012

AGENDA ITEM C

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

Director Gary Schlimgen will provide a status report on the feasibility study for offering UC
Health policy-covered new staff employees the choice of participating in either a Defined
Contribution Plan (DC Plan) or the 2013 Tier. As previously noted, the feasibility study was
suggested by the President’s PEB Task Force at the request of UC Health.

The purpose of feasibility study and the proposed DC Plan option is to address reports of
potential recruiting issues with UC Health staff employees. It has been reported that many new
UC health staff hires may prefer the portability of DC Plan as they do not plan on working at UC
for the full five years required to vest in UCRP (i.e., the 2013 Tier).

As proposed, the DC Plan option would not be available to any UC Health faculty or represented
staff members. Additionally, UC Health would continue to be responsible for its share of
UCRP’s unfunded actuarial accrued liability (UAAL), regardless of the design or level of
participation in the DC Plan.






University of California

UCRS Advisory Board

HUMAN RESQURCES

Meeting of June 29, 2012

AGENDA ITEM D

UCRP — Modeling of Various Maximum Employer Contribution Rates — Affect on Full Funding
Policy

Director Gary Schlimgen will discuss the updated notification provided to UC locations
concerning the long-term budgeting for the cost of UCRP employer contributions. The
notification, which is being finalized and will be distributed at the Board meeting, includes the
updated Fiscal Year 2012-2013 campus assessment rate attributable to the $2 billion transferred
to UCRP through advancements from the Short-term Investment Pool (STIP) and external
borrowing. It also includes an appendix reflecting the approved UCRP employer contribution
rates through Fiscal Year (FY) 2013-2014 and the projected UCRP employer contribution rates
through FY 2017-2018.

He will also review some alternative maximum UCRP employer contribution rates that have
been modeled, based on concerns expressed that the long-term projected maximum employer
contribution rate could have a significant impact on UC locations’ budgets.

Attachment
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Modeling of Various Maximum
Employer Contribution Rates

> Rates are “actual” employer contribution rates and not the total

funding policy contribution rates
— Employer rates are in addition to any member contributions

>Maximum employer contribution rate scenarios modeled:

e 14%, 15%, 16% and 18% of payroll
— Total of employer and member contribution rates are assumed to be no greater
than the total Funding Policy Contribution for any year in the projection
— Rates are modeled on the next slide with the corresponding funded ratios shown

on the slide after that

>In years where the combined actual employer and member rates do
not reach the total funding policy contribution rates, the Unfunded
Actuarial Accrued Liability is amortized over a period greater than 30
years, which is generally considered longer than current or emergent

actuarial practice in this area

> Projections results may change significantly from year to year
depending on actual experience including future market returns

"SEGAL 1





University of California Retirement Plan
Comparison of Various Maximum Employer Contribution Rate Schedules
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University of California Retirement Plan
Funded Ratio Based on Various
Maximum Employer Contribution Rate Schedules

Campus and Medical Center Segment Only

Assumes marketvalue return of 7.5% per year beginning July 1, 2011
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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, 2011 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.

o Campus and medical center segment only
e 7.50% market value return per year starting July 1, 2011

o Reflects new pension tier starting July 1, 2013 (along with later retirement rate
assumptions for members in this tier)

e Member rate for current tier increases to 6.5% for 2013/2014 and 8.0% for
2014/2015 (less $19 per month) and stays at that level throughout the projection

o Approved/projected employer rate is as shown in the modeling

e Normal cost plus interest on UAAL contributed during June 2011 and July 2011—
$1.1 billion in 2010/2011 and $935 million in 2011/2012

o Active member population has been assumed to remain constant in all future
years

o Demographics for future new entrants are assumed to be the same as those for
members hired during the two years prior to July 1, 2011

SEGAL 4





Disclaimer
S

> 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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