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University of California

UCRS Advisory Board

HUMAN RESOURCES

AGENDA
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
ADVISORY BOARD MEETING
FEBRUARY 26, 2021

VIDEO/TELECONFERENCE
OAKLAND, CALIFORNIA
10:00 AM
CALL TO ORDER
PUBLIC COMMENT PERIOD

APPROVAL OF THE MINUTES

COMMENTS FROM THE CHAIR

CHIEF FINANCIAL OFFICER - BUDGET UPDATE
CHIEF INVESTMENT OFFICER — REPORT
AGENDA ITEMS

A. UCRP — Additional Amendments to UCRP to Accommodate Workforce Actions Related to
Covid-19

B. UCRS - Second Choice Opportunity for Savings Choice Participants to Switch to
UCRP/Pension Choice

C. UCRS - Cost-of-Living Adjustment for 2021 and Measurement of Annuitant Purchasing
Power — Preview

D. UCRS — Redwood Retirement Administration Recordkeeping System, UCRAYS, ROOTS and
Retirement Administration Service Center (RASC) — Update

E. Retirement Savings Program — Operations and Education Report

F. Retirement Savings Program — Addition of Roth Accounts — Discussion Update






University of California

UCRS Advisory Board

HUMAN RESOURCES

Meeting of February 26, 2021
AGENDA ITEM A

UCRS — Additional Amendments to UCRP to Accommodate Workforce Actions Related to
Covid-19

Scott Sylva, Manager of the Retirement Policy Group, will summarize some additional
amendments to UCRP that were approved by the Regents on December 15, 2020.

The Regents approved the President’s recommendation to amend UCRP to preserve the Full Time
Equivalent Compensation used to calculate the Highest Average Plan Compensation (HAPC) for any
Active Member whose retirement falls within a window established by the President and the Final
Salary for any Active Member eligible for UCRP Disability Income, or who dies prior to retirement
and has survivors eligible for Preretirement Survivor Income, within the same established window, in
the event of President designated COVID-19 related workforce actions.

Although the exact window has yet to be determined, it is anticipated to be no longer than 3 years
following the end of any approved designated COVID-19 workforce actions (expected to be
June 30, 2020).

Background on these plan amendments can be found in Regents item B2 - AMENDMENT TO THE
UNIVERSITY OF CALIFORNIA RETIREMENT PLAN TO FURTHER ACCOMMODATE
WORKFORCE ACTIONS RELATED TO COVID-19 from the following link:

https://regents.universityofcalifornia.edu/regmeet/dec20/b2.pdf




https://regents.universityofcalifornia.edu/regmeet/dec20/b2.pdf
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UCRS Advisory Board

HUMAN RESOURCES

Meeting of February 26, 2021
AGENDA ITEM B

UCRS — Second Choice Opportunity for Savings Choice Participants to Switch to UCRP/Pension
Choice

Ashley Eigenauer, Principal Analyst of the Retirement Policy Group, will provide an update on
the second choice window program for Savings Choice participants, which launched on January 1,
2021.

The second choice window provides Savings Choice participants an optional opportunity to switch
their primary retirement benefit from Savings Choice to UCRP/Pension Choice, on a prospective
basis.

The first cohort to enter their second choice window are those who elected Savings Choice in 2016.
Active Savings Choice participants who elected in 2016 were sent a communication via mail and
email in late December, 2020. Mailed correspondences contained an informational cover letter,
Fact Sheet, as well as the UCRS 216 form to elect to switch to Pension Choice.

Additional literature for the second choice window is available on UCNET by visiting
https://ucnet.universityofcalifornia.edu/compensation-and-benefits/retirement-benefits/2016-
retirement-choice/second-choice-window-for-savings-choice-participants.html.

Attachment
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Retirement Choice Program
Second Choice Window

The Second Choice Window is an opportunity for
Savings Choice participants to prospectively switch
to Pension Choice (UCRP)

Pension Choice participants will not be given an
opportunity to switch to Savings Choice

UNIVERSITY Systemwide
|OF | Human Resources
CALIFORNIA





Second Choice Window

Decision Memo approving the Second Choice Window
design was signed by President Drake on Dec. 14, 2020

* OpensJanuary 15t of the 5% calendar year anniversary
in which Savings Choice was elected

 C(Closes 5 years and 5 months later, or when a valid
election is submitted

 Elections are effective July 1

* Savings Choice Service Credit counts towards vesting
in UCRP

o Pending Presidential approval to present a Regents Item

requesting Savings Choice Service Credit be applied
towards vesting in DC Supplement

UNIVERSITY
OF
CALIFORNIA

Systemwide
Human Resources





Second Choice Window

- 2021 -

January 1%, 2021 the Second Choice Window opened for
those who elected Savings Choice between July 15t and
December 315, 2016

501 active participants were noticed in December 2020

Classification # of participants noticed

Faculty - LRE 11
Other Ranked Faculty 57
Unit 18 Lecturers 32
Other Academics 37
Staff 364

Total 501

UNIVERSITY Systemwide
|OF | Human Resources

CALIFORNIA





Second Choice Window
Communications

Mailed packet:
- Cover Letter
- Fact Sheet
- Paper Election Form — UCRS216

Email (to work email):
- Cover letter similar to the mailed letter

Online Announcements:
- UCNet
- MyUCretirement.com

UNIVERSITY Systemwide
|OF | Human Resources
CALIFORNIA





Electing a Second Choice
Employee Resources

UCNet
Webpage
Factsheet
Q&A
Webinar(s)

Fidelity Retirement Planners

A Complete Guide to Your UC Retirement Benefits

UNIVERSITY Systemwide
|OF | Human Resources
CALIFORNIA





Second Choice Elections
First 5

Position Location Service Credit CCL Date

UNIT 18 LECTURER Berkeley 4.33 PEPRA Limited 1/1/21

STAFF Berkeley 3.90 PEPRA Limited 1/4/21

CCL is the Covered Compensation Limit once
the member enters UCRP

Systemwide -

Human Resources

CALIFORNIA





Second Choice Elections

ELECTIONS BY LOCATION
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Second Choice Elections
Position Classification

Faculty Other # of
0% iti ificati .
6 Ranked Position Classification :
Faculty elections

Faculty — LRE 0

Other Ranked Faculty 5

Unit 18 Lecturers 3

Other Academics 1

Staff 12

Staff TOTAL 21
57% Unit 18
Lecturers

14%
Systemwide »

Human Resources

OF
CALIFORNIA





Second Choice Elections
Savings Choice Service Credit

5.00
4.50

4.0

3.5
3.0
2.5
2.0
1.5
1.0
0.5
0.00

@ Savings Choice Service e Average

o

o

o

o

o

o

o

o

Systemwide Years of Service Credit as of 12/31/2020
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Second Choice Elections
Savings Choice Service Credit

Listed in Order of Election Date
4.33
3.9
3.75
| I 3.59 |
1 2 3 4

422
4.15 411 4.08 4.07 4.08 416407

10 11 12 13 14 15 16 17 18 19 20 21

Systemwide Years of Service Credit as of 12/31/2020 | 11

Human Resources
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Second Choice Elections
Pension Choice Covered Compensation Limit

11 NON PEPRA
10 PEPRA

m NON PEPRA m PEPRA

UNIVERSITY Systemwide
Human Resources
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Second Choice Elections

Election effective date:

* Eligible participants who elect by May 31, 2021 will be
switched to Pension Choice effective July 1, 2021

 Elections made between June 1, 2021 through May 31,
2022 will be switched effective July 1, 2022

Confirmation notice sent to those who validly elect

Future mailings for those who do not elect:
* Reminder notice in late April 2021
* Annual reminder notices until window closes

UNIVERSITY Systemwide , -
|OF | Human Resources
CALIFORNIA





Questions?
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University of California

UCRS Adyvisory Board

HUMAN RESOURCES

Meeting of February 26, 2021
AGENDA ITEM C

UCRS — Cost-of-Living Adjustment for 2021 and Measurement of Annuitant Purchasing Power —
Preview

Manager John Monroe and Analyst Melissa Rad from the Actuarial Services Group will present a
preview of the UCRP Cost-of-Living Adjustment (COLA) for 2021.

The attached presentation contains background information on COLAs, including how they are
determined for UCRP, and concludes with a preview of the COLA for 2021.

The actual 2021 COLA will be known in late March, after Consumer Price Index (CPI) information
is published. The formal COLA item will be presented to the Board in June, as customary.

Attachment
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Overview

 What is a COLA?

* Retained Purchasing Power

» Types of COLAs for Defined Benefit Plans
* What is the CPI?

 How are COLAs Determined for UCRP?

* Preview of July 1, 2021 COLA

c Q&A

UNIVERSITY Systemwide
Human Resources
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What is a COLA?

» C.0O.L.A. stands for “Cost-of-Living Adjustment”

» Typically an annual increase in a benefit amount designed to
keep up with inflation
o Can also apply to a benefit threshold
= Covered Compensation Limits
= 415 Dollar Limit
= Social Security Wage Base

o For UCRRP, is also a component of a salary increase for inactive
members (i.e. Inactive COLA)

UNIVERSITY Systemwide , ,
|OF | Human Resources
CALIFORNIA





Retained Purchasing Power

 COLA is designed to keep up with inflation — Why?
o Concept of “Retained Purchasing Power”

o Purchasing power is defined as the number of goods and
services that can be purchased with a unit of currency

o Price inflation erodes purchasing power

= Example: Let’s say you could purchase 5 of a certain item for $1, but
three years later the price of the item has gone up by 25% due to
inflation. Now you can only buy 4 of the item for $1. Inflation has

eroded purchasing power.
o In inflationary times, how can the erosion in retained purchasing
power be minimized?
* By increasing the units of currency by a COLA

UNIVERSITY Systemwide , )
|OF | Human Resources
CALIFORNIA





Types of COLAs for Defined Benefit Plans

 COLAs can be applied on an annual or ad-hoc basis
o For UCRP, the annual COLA occurs on July 1

* Annual COLAs can be either “simple” or “compound”
o Simple COLA - the increases in the benefit don’'t themselves
earn COLAs

= Example: $1,000/mo. benefit that goes up by $20 each year is a
simple COLA of 2% per year

o Compound COLA - the increases in benefit also earn COLAs

= Example: $1,000/mo. benefit that goes up by $20 in the 1st year, the
2nd year increase would be $20.40 rather than $20 and so on

* Annual COLAs for UCRP are applied on a compound basis

UNIVERSITY Systemwide , ;
|OF | Human Resources
CALIFORNIA





What is the CPI?

 The Consumer Price Index (CPI) measures changes in the
prices of a "market basket of consumer goods and services”
purchased by households

o Includes food, apparel, housing, energy, vehicles, medical care,
etc.

« COLAs tied to inflation
o Inflation-based COLAs are based on changes in a CPI published
by Department of Labor - Bureau of Labor Statistics
= UCRP COLAs
= Covered Compensation Limits and 415 Benefit Limits
= Social Security Benefits

UNIVERSITY Systemwide
|OF | Human Resources
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How are COLAs Determined for UCRP?

 CPI Increase Basis for UCRP

o Ratio of the average (LA and SF) CPI from the prior year’s
month of February to the current year’s month of February —
This is the CPI increase basis

712020 Derivation of UCRP COLA 2/2019 CPI 2/2020 CPI

San Francisco Bay Area 291.227 299.690
Los Angeles Metro Area 269.608 278.657
Average CPI-U 280.418 289.174
CPI Pct for COLA = Ratio - 1 3.12%

« UCRP provides an annual COLA that matches the increase
iIn the CPI up to 2%, plus 75% of the CPI increase in excess
of 4%, to a maximum COLA of 6%

o The “baseline” COLA for 2020 was 2.00%

UNIVERSITY Systemwide , ,
|OF | Human Resources
CALIFORNIA





How are COLAs Determined for UCRP? (cont.)

« Each year’s annuitant COLA % depends on both the CPI
iIncrease that year and the cumulative increase in the CPI
since the Member retired

o For this purpose, two banks are maintained
» Inflation Bank
« Accumulates in years in which the CPI increase > 2%

« Can be used to increase the “baseline” COLA in years in which the
CPl increase < 2%

= COLA Bank

* Accumulates in years in which the CPI increase < 2% as the
difference between 2% and the CPI increase

« Can be used to increase the “baseline” COLA in years in which the
CPl increase > 2%

VIIE9ERd  Systemwide
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How are COLAs Determined for UCRP? (cont.)

* Both banks accumulate from the Member’s initial eligibility
fora COLA

o There is a 12-month waiting period after retirement date to
receive the first annual annuitant COLA

o Possible to pay different annual COLA amounts in the same year
to different Retired Member groups

= Depends on year of retirement and the resulting amounts in the
inflation bank and COLA bank
* Note - Most California public plans do not provide a COLA

bank; only an inflation bank, which interestingly enough, they
call the “COLA bank”

VIIE9ERd  Systemwide
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Preview of July 1, 2021 COLA

« July 1, 2021 COLA will be based on actual change in CPI
from 2/2020 through 2/2021

o Actual change in CPI through 12/2020 is +0.7%

= Recovering from large decrease that occurred in 4/2020

= Main driver in low inflation on a nationwide basis over last twelve
months is a large decrease in the “energy” (mainly gasoline and fuel
oil) component of the CPI

o “Baseline” COLA will likely be less than 2%
o Following slides show how this could impact July 1, 2021 COLA

UNIVERSITY Systemwide , "
|OF | Human Resources
CALIFORNIA





Preview of July 1, 2021 COLA (cont.)

« Sample July 1, 2021 Annuitant COLA Calculations

o UCRP member with retirement date of 7/1/19 or prior
» Hypothetical CPI Increase for 2/2020 to 2/2021 is 1%
= 7/1/2020 Inflation Banks for these retirees are greater than 1%
* These retirees would all receive 2% COLA on 7/1/2021
o UCRP members with retirement dates 7/2/19 through 7/1/20
» Hypothetical CPI Increase for 2/2020 to 2/2021 is 1%
= There is no 7/1/2020 Inflation Bank for these retirees
* These retirees would all receive a 1% COLA on 7/1/2021
= 7/1/2021 COLA Bank balance would be 1% for this group

UNIVERSITY Systemwide
|OF | Human Resources
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Preview of July 1, 2021 COLA (cont.)

« Sample July 1, 2021 Inactive COLA

o Upon retirement, inactive members have their Highest Average
Plan Compensation (HAPC) at their date of inactive membership
adjusted for cost-of-living increases through their retirement date

o Inactive COLA applies only to 1976 Tier and Safety

o The adjustment is equal to the lesser of 2.00% compounded
annually or the actual increases in CPI during that time

o Members who separate between 6/30/2020 to 6/29/2021 will
receive an Inactive COLA on July 1, 2021

= Would be +0.7% based on changes in CPI through December 2020

UNIVERSITY Systemwide , ”
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Questions & Answers
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UCRS Advisory Board

HUMAN RESOURCES

Meeting of February 26, 2021
AGENDA ITEM D

UCRS — Redwood Retirement Administration Recordkeeping System, UCRAYS, ROOTS and
Retirement Administration Service Center (RASC) — Update

Aliya Dibrell, Manager of Business Information Systems, will provide a status update on the
Redwood retirement administration recordkeeping system, and the UCRAY'S and ROOTS portals.
Bernadette Green, Project Manager and Interim RASC Director, and Cheryl Lloyd, Interim Vice
President of Systemwide Human Resources, will provide a comprehensive update on the RASC,
including changes to the RASC operating model and other measures initiated to address the
concerns and issues raised by CUCRA and CUCEA.
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UCRS Advisory Board

HUMAN RESOURCES

Meeting of February 26, 2021
AGENDA ITEM E

Retirement Savings Program — Operations and Education Report

Hyun Swanson, Director for the Retirement Savings Program (RSP), will provide an update on the
RSP and participant experience with Fidelity Retirement Services, which provides account and
recordkeeping functions along with financial education and communication services for the RSP.

Attachment
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UNIVERSITY
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3Q2020 Vendor Relations Management Highlights CALIFORNIA

Overall

Approximately 320,000 unique participants in RSP with 55% of total eligible
making voluntary contributions.

80% of career employees (69% of age 40+) on track to replace 80% of pay from
UC sources.

Two performance standards missed by Fidelity due to high call volume: average
speed to answer (standard 30 secs, actual 102 secs) and call abandonment rate
(standard 3%, actual 4%). Same metrics also missed in first and second quarter.

Fidelity contract renewal following RFP process managed by Mercer Consulting.
Negotiated lower recordkeeping fees, which were directly passed through to
participant administrative fees.

Master Recordkeeping & Member Services

Troubleshooting and process improvement following UCPath consolidation.

63% of all active participants accessed Netbenefits.com in prior 12 months. Total
sessions reached nearly 2 million.

Communications & Education

Nearly 100,000 visitors on myUCretirement.com to learn about how retirement
benefits work, get news and updates and access financial education resources.

Onsite workshop and in-person consultations transition to virtual experiences,
resulting in 23,000 interactions (41% increase over last year).

Quarterly e-newsletter in development to deliver targeted messaging and news.

Retirement
Savings
Program





. UNIVERSITY Retirement
Executive Summary OF Savings

3Q2020 CALIFORNIA  Program

@ O

Plan Statistics and Participation and Engagement and Retirement
Transactions Savings Guidance Readiness
%
94.7% 96.6K | 79.7%
$2 8 ul 6 B Percent of Active oot .IU m 0
Total Plan Assets Participants Contributing ortal Users Projected* to have 80%

o income replacement from
1 O 7 / 2 3 1 40 the UCRP and RSP
" o b ) sources
Average savings amount for Workshop and guidance
3 1 8 7 72 participants with % deferral interactions 69 1 0/
y o 0
Unique Participants $ 1 8 O 1 2 3 6 4 K
) n Age 40+ achieving 80%

Average savings amount for NetBenefits Users income replacement

~ participants with $ deferral

*Assumes employment at UC until age 65





UNIVERSITY Retirement
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Jrcoen Plan Overview
UEUEEREUES Plan Asset & Participant Trend

Total Plan Assets ($M)

$28,634

$19,975

Total Plan Assets ($M) as of 3Q2020

Active Inactive
Total Assets $M $16,825 $11,810
Average Assets $K $92.8.5 $85.8 bcp 403(b) 457(b) Total

Plan

Total Participants (000s)

318,772

Total Unique Participants as of 3Q2020 150.8
Active Inactive 40.0
Total Participants 181,199 137,573
Average Age 43 50 DCP 403(b) 457(b) Total

Plan

Fidelity record kept data as of 10/01/20 Includes all participants with a balance. Inactive includes T/R status codes, Active includes all other status codes.
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sl Active Career Participants Contributing
And Savings 3Q2020
Plan Q120 Q2°20

{. .\ 54 70/ DCP 45%  51% 4r
L O 0 403(b)  46.5%  50.6% 41

of active Career participants are
Participating contributing*
in 403(b), 457(b), DC
After-Tax Plan

457(b) 142%  15.7% 41

Percent of Active Participants Contributing

By Age Group
0,
60.1% o4.6% 62.8% o, 54.7% 0
49.9% 53.7% : 53.4%
30.7%

20-29 Yrs 30-39 Yrs 40-49 Yrs 50-59 Yrs 60-69 Yrs 70+ Yrs Q320 Q2 '20
Actives 17,205 41,117 36,893 30,947 13,554 1,894 141,610 147,103

# Contributing 5,290 20,516 22,160 19,979 8,517 1,018 77,480 78,615

*Fidelity record kept data as of 9/30/20 for active career participants with a current deferral or with a contribution in the prior 12 months.
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Participation New Enroliments
And Savings 3Q2020
employees enrolled in
TTM*
J

Percent of New Enrollees by Enroliment Method
Average Election

( 37%

of new enrollees used
EasyEnroll

63%

6%

average savings rate

Mobile / Online Enroliment EasyEnroll
Enrollees 5,999 3,565
Avg. Election 10.5% ** 6%
% by Channel 63% 37%

*TTM represents Trailing Twelve Months
**For participants with a % deferral elected
Fidelity record kept data from 10/19 to 09/20. Deferral election as of 03/20 for active participants.





UNIVERSITY Retirement
OF Savings
CALIFORNIA Program

s Retirement Savings Rates - % Deferrals
And Savings 3Q2020

Plan 2Q2020 3Q2020

10.7% = ==,

403(b) - 9.0%

average monthly % Savings Rate for

Average Total participants in the 403(b), 457(b), D 457(b) * 9.9% »9.2% 4}
Savings Rate Plans*

Total Savings Rate by Age

Average % Deferral

22.5%

15.1%
13.3%
. 10.6% 10.7% 10.6%
8.0% 9.0%
Age Group 20-29 30 -39 40 -49 50 - 59 60 - 69 70+ Q320 Q220
Participants 3,829 12,377 10,352 7,521 2,660 172 36,916 33,662
% Achieving 10% 24.8% 32.8% 41.9% 51.4% 60.6% 70.9% 40.5% 40.0%

* Excludes mandatory Safe Harbor contributions
Fidelity record kept data as of 9/30/20 for active career participants with a current deferral %
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ey Retirement Savings Rates - $ Deferrals
And Savings 3Q2020

Plan 2Q2020 3Q2020

$ 1 8 O 1 DCP - $1,197 - $1,278 4}
, 403(b) - $1,114 - $1,141 4>

average monthly $ Savings Rate for N
Average Total participants in the 403(b), 457(b), DC 457(b) - $1,583 - $1,627
Savings Rate Plans

Total Savings Rate by Age

Average $ Deferral $3,497

$2,410
$1,795 $1,801 $1,690
$1,566 $1,646 ,
$920
Age Group 20-29 30 - 39 40 - 49 50 - 59 60 - 69 70+ Q220 Q2 '20
Participants 1,508 7,972 11,898 12,734 6,274 898 41,284 38,178
% Achieving $500 26.1% 42.9% 50.8% 56.7% 65.8% 82.1% 53.2% 54.9%

Fidelity record kept data as of 9/30/20 for active career participants with a current deferral $
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Financial Education Experience
S Interactions during 3Q2020

Z 3 1 4 O * 64,337 YTD interactions

* 3Q2020 increased
40.8% vs. 3Q2019

Q 3,769 e 8,697 @ 2,386 8,288

workshop and counseling interactions

DRP/RP 1:1s Phone Planner 1:1s 57 Webinars Group Events
In-Person n/a Identify and Prioritize 431 NEO 623
July 3,110 Your UCRS 296 _
. Dept. Meetings 4,124
Virtual 2,238 Manage Unexpected 265
A t 2,968 CRC 193 Help Desks °10
. ugus , The UC RCP
Email 1,081 M RASC Seminar 833
ake the Most of 193
Phone 338 UCRSP PTR 2,398
September 2,619 Tax Efficient Investing 193
RASC Referral 112

Guide to Investing in

UCRSP 105
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&Engagement& Workplace Participant Services Call Volumes
SUEELE Oct 2019 — Sep 2020

UC Monthly WPS Calls

14,000

11,935
12,000 - 11,197 11,602

10,392 10,215 9.840 10,105 9 962
10,000 9,555 ’ ’
’ 9,003 8,696
6,000
4,000
2,000
0 T T T T T T T T T

Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20

Q3 ‘20 - Call Types % of Total
Withdrawal — Inquiry 11%
Withdrawal - Pre-Approved 9%
Account Balances & Quotes 7%
Other Services 6%
TEM Planning and Advice 6%






UNIVERSITY Retirement
OF Savings
CALIFORNIA Program

&Engagement& Retirement Benefits Portal Experience
LEELE myUCretirement.com 3Q2020 Summary

myUCretirement.com Experience

MYUCRETIREMENT.COM

myUCretirement.com use by Device Top Visited Pages

myUCretirement.com Site Analytics

Users Sessions Page Views Desktop Mobile Phone Tablet

96.6K 139.4K 223K 85.2% 13.3% 1.5% UC Choice

Home

UC Fund Menu | 2%

Avg. Pages Avg. Time Users % Saving 1%
1 .60 1 :35 70% Direct Referral Other Prérgi(rayﬁtr\s’et 1%
60.1% 34.1% 5.8%

% 236.5k users visited myUCretirement.com year to date
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S Plan Transaction Website Experience
Skt Netbenefits.com prior 12 months Summary

63% of all active participants visited NetBenefits® in prior 12 months.

Hypothetical retirement income

avin,

weowe o
expenses

YOURPORTFOLO o e B T T e atineihiail s BN 0 O DT $ 0 0 cccvameew @@/ rerwonw

nnnnnnnnnnnn

© Savings © Socal Securty

©-

Contribution

mmmmm

Investment Accounts

NetBenefits® Site Analytics NetBenefits® use by Device Top Visited Sections

Visitors Sessions Page Views Desktop Mobile Phone Tablet Profile 449
o
236.4K 1.87M 12M  67% 31% 3%
New
Avg. Pages Avg. Time Users % Library
6 5 4_42 1 2% Transactions Completed
. . Search
Avg. Length Beneficiary Deferral Exchange/Mix Small Tools
Avg. Age % Female of Service Update Change Change Customer
42 57% 9 29.5K 279K 15.4K Service
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@ ;0o Retirement Readiness Score
JUCCEEEEE Q32020 Comparison by Age

Overall: 80.0% in
9 0/ 2Q2020
; : ; 0

are projected* to have 80% income Age 40+: 69.3% in
replacement from the UCRP and RSP sources. 2Q2020
J
Percent Achieving 80% RR by Age
98.9% 98.1%
89.4%
79.7%
69.1%
58.1%
41.1%
Age Group 20-29 30 -39 40-49 50 - 59 60+ Total Age 40+
Participants 10,345 35,348 35,621 30,606 13,928 125,848 80,155
v

*Assumes employment at UC until age 65
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@ Ui Retirement Readiness Score
JUCCILEEEE Q22020 Comparison by Years of Service

The impact of UCRP income on retirement readiness scores is significant
and can be observed in the large differences between early, mid and late
career hires.

Percent Achieving 80% RR by Age at Hire*

98.9%

79.7%
63.3%

5.7%
[ |
Age Group Early Career Mid Career Late Career Total
Participants 72,094 45,041 8,736 125,871

Years of Service as of UCRP file date: 03/2020
*Assumes employment at UC until age 65 and Age at time of Hire — Early Career Hires: Less than 35, Mid Career Hires : 35 — 49, Late Career Hires: 50 or older

Retirement
Savings
Program
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. Zuen Performance Standards
Standards
Metric Standard Q3 Measurement Q2 Result

Average Speed to Answer 30 102

Call Abandonment Rate 3% 4%

VRS Availability 99.5% 100.00% v/ |

NetBenefits Availability 99.5% 100.00% g |

PSW Availability 99.5% 100.00% Ea

One-and-Done Rate 90% 98.54% 2

Case Management 95% in 5 bus. days 98.54% g

Case Management 99% in 10 bus. days 99.77% (/|

Contribution Reconciliation same day 100.00% 4

Transaction Processing 99.5% 100.00% E4a

Quarterly Online Statements 99% availability Yes |

Quarterly / Annual Paper Statements 20th next month Yes v/ |

Participant Satisfaction 85% top box 88.84% Iy

Enroliment Materials for Non-Choice 90% rec w/in 2 weeks Yes 3

Enroliment Materials for Choice Pgm 90% rec w/in 2 weeks Yes 3

RC Financial Education Report monthly Yes v/ |

UC Documents in NetBenefits 72 hours Yes E4a

Overall Workshop Rating 95% 100.00% /|

Quarterly / Annual Plan Reporting 100% w/in 10 days Yes 3

Quarterly VRM Report 45-60 bus. Days Yes 3

Overall Plan Sponsor Satisfaction annual Passed 3

Portal - Data Accuracy 100% Yes v/

Portal - Accuracy of Output 100% Yes g

Portal — Access 99.5% Yes gt Met

Portal - Maintenance / Link accuracy (\f/:;egti?l:‘: g:s: Yes v/ Not Met

Operational Accuracy project specific Yes /|






The University of California
Retirement Choice Program

3Q20 Election Summary

- hired/newly Choice eligible employees since 7/1/16
- who completed their 90-day election cycle as of 9/30/20

v. 02/17/21
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Election Summary
1) Count
Elected Defaulted Elected
7/1/16 — 9/30/20 Pension Pension Savings Total Eligible
Choice Choice Choice*
NOT Subject to PEPRA max 5,332 4,158 4,911 14,401
Subject to PEPRA max 12,477 8,547 11,227 32,251
TOTAL 17,809 12,705 16,138 46,652

2) Percent of Total Elections

Elected Defaulted Elected
7/1/16 — 9/30/20 Pension Pension Savings Total Eligible
Choice Choice Choice*

NOT Subject to PEPRA

1% 9% 11% 31%
max
Subject to PEPRA max 27% 18% 24% 69%
TOTAL 38% 27% 35% 100%

* Covered compensation under Savings Choice option subject to IRC limit, not PEPRA max.
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University of California

UCRS Advisory Board

HUMAN RESOURCES

Meeting of February 26, 2021
AGENDA ITEM F

Retirement Savings Program — Addition of Roth Accounts — Discussion Update

Director Swanson will present follow-up items from the UCRS Advisory Board meeting of
June 19, 2020 discussion regarding the potential addition of Roth accounts to both the UC Tax-
Deferred 403(b) Plan and 457(b) Deferred Compensation Plan. Included in the presentation will
be salary growth and tax bracket progression for a typical faculty member, as requested. In
addition, there will be further discussion on the option for shifting DC Plan after-tax monies to a
Roth IRA.






The University of California
Retirement Savings Program

Prepared for the UCRS Advisory Board:
Addition of ROTH accounts to RSP offering

Originally presented: June 19, 2020
Addendum presented: February 26, 2021
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Comparison of Pretax and Roth features

Employee Elective Contributions

Maximum Elective Contribution

Taxation of Withdrawals

Required Distributions

Pretax403(b)/457(b)

Made with before-taxdollars.

Aggregate* employee elective
contributions limited to $19,500in 2020
(plus an additional $6,500 in 2020 for
employees age 50 or over).

Share aggregate* employee elective as
Designated Roth 403(b) /457(b)Account, if
also offered.

Withdrawals of contributions and
earnings are subject to Federal and most
State income taxes.

Distributions must begin no later than age
72 (age 70 % if reached age 70 % before
January 1, 2020), unless still working.

Designated Roth 403(b) /457(b)

Made with after-taxdollars.

Share aggregate* employee elective with
Pretax 403(b)/457(b) Account, if also
offered.

Withdrawals of contributions and earnings
are not taxed provided it’s a qualified
distribution— the account is held for at
least 5 years and made:

*On account of disability,

*On or after death, or

*On or after attainment of age 59%.

Same as Pretax 403(b)/457(b) Account, but
not subject to taxation.

* You can split your annual elective deferrals between designated Roth contributions and traditional pre-tax contributions, but your combined contributions can’t exceed the
deferral limit - $19,500 in 2020 ($26,000 in 2020 if you're eligible for catch-up contributions).
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(OF | Savings L o .
Program Conditions for tax-free Roth distributions

What is a qualified distribution from a designated Roth account?

Generally a distribution that is made after a 5-taxable-year period of participation and is either:
1. made on or after the date you attain age 59%
2. made after your death, or
3. attributable to your being disabled.

If a distribution is made to your alternate payee or beneficiary, then your age, death or disability is used to determine
whether the distribution is qualified.

A qualified distribution from a designated Roth account is not included in your gross income.

What is a 5-taxable-year period of participation? How is it calculated?

It begins on the first day of your taxable year for which you first made designated Roth contributions to the plan. It ends
when five consecutive taxable years have passed. If you make a direct rollover from a designated Roth account under another
plan, the 5-taxable-year period for the recipient plan begins on the first day of the taxable year that you made designated
Roth contributions to the other plan, if earlier.

What happens if | take a distribution from my designated Roth account before the end of the 5-taxable-year period?
It is a nonqualified distribution. You must include the earnings portion of the nonqualified distribution in gross income.
However, the basis (or contributions) portion of the nonqualified distribution is not included in gross income. The basis
portion of the distribution is determined by multiplying the amount of the nonqualified distribution by the ratio of
designated Roth contributions to the total designated Roth account balance.
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Roth versus Pretax outcomes

Scenario: Tax rates are the same at time of contributions and withdrawal
The pretax and Roth options yield the same net distribution amount.

Pretax 403(b)/457(b) Roth 403(b)/457(b)

Pre-tax income $5,000 $5,000
Taxes! at contribution 0 1,000
Initial contribution 5,000 4,000
Balance after 20 yrs? 20,000 16,000
Taxes! at distribution

principal 1,000 0

earnings 3,000 0
Net distribution amount $16,000 $16,000

1 Assumes 20% federal tax rate

2 Assumes initial contribution grows x4 during 20 yr accumulation period
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Program Current and future estimated tax brackets

The table below shows estimated 2040 and 2060 income ranges for each tax bracket, assuming the
current rate schedule is unchanged.

Income Now Income in Retirement
marginal 2020 (actual) 2040 (estimate)
tax rate low high low high low high
10% S - 1S 9,875] S -1S 14,674 | S -1S 21,804
12% S 9,876 | S 40,125 | S 14,675 | S 59,624 | S 21,807 | S 88,598
22% S 40,126 | S 85,525 S 59,625 | S 127,086 | S 88,600 | S 188,843
24% S 85,526 | S 163,300 | S 127,087 | S 242,655 | S 188,845 | S 360,573
32% S 163,301 | S 207,350 | S 242,657 | S 308,111 ] S 360,575 | S 457,837
35% S 207,351 | S 518,400 | S 308,113 | S 770,315 | S 457,839 | S 1,144,648
37% S 518,400 S 770,315 S 1,144,648 | S -

Based on 2020 federal tax brackets for single filers. Estimate assumes tax brackets are indexed to 2% inflation
rate.
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Program Who may prefer a Roth option?

e Want qualified tax-free distributions in retirement.
e Expect to be subject to a higher tax rate in retirement.

e Want tax diversification of having both after-tax and tax-deferred assets as a hedge against
potential tax increases.

e Have along retirement horizon that will allow time to accumulate significant tax-free
earnings which can be withdrawn tax-free.

e Are unable to optimize outside Roth IRA.
e Cannot have a Roth IRA due to IRS income restrictions.

e \Want to make Roth contributions in excess of Roth IRA limits.

e Want the option to postpone required minimum distributions at age 72 (requires rollover to a
Roth IRA).

e Want to pass on assets tax-free to heirs.
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Program UC Retirement System Benefit Portfolio

! !
! !

Hired before July 1, 2016 Hired on/after July 1, 2016

Retirement Savings Program
= 1976 Tier Program 403(b)
= 2013 Tier * Pension Choice 457(b)

DCP (After-tax)
403(b) Roth
457(b) Roth

(2016 Tier UCRP w/ DC
Supplement)

» Savings Choice

|
[ |
|
|
|
UC Retirement Plan : Retirement Choice
I
I
I
|
|
|

v
Safe Harbor Employees

Mandatory
Contributions

» DCP (Pretax)
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Program Alternatives that provide after-tax benefits

Roth Individual Retirement Account (direct)

Roth IRAs are available through outside financial institutions. The maximum contributions in 2020 is
$6,000 (S7,000 if age 50+) for those making up to $124,000 single/$196,000 married (modified
adjusted gross income). Gradual reduction which disappears completely at $139,000
single/$206,000 married.

Additional benefits: First time home purchase eligible for qualified distribution; No MRDs while
owner is alive.

Roth IRA (via UC DCP After-tax Account)
High income employees who are unable to maximize Roth IRA contributions can convert their DC
Plan After-tax Account monies into a Roth IRA.

Additional benefits: The contribution limit is higher than would be allowed through a 403(b) or
457(b) plan — generally, $19,500 vs $57,000. First time home purchase eligible for qualified
distribution; No MRDs while owner is alive.
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f,f;"'g”rifn Decision and implementation
L Plan Administrator assessment and recommendation
(d UC Board of Regents approval
O UCPath and Fidelity systems programming
0 Communications and education redesign
L Systemwide staff training (local benefits, UCPath and RASC service teams)
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For discussion February 26, 2021
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Program Current and future estimated tax brackets
inflation rate: 2% years from 2020: 11 years from 2020: 20 years from 2020: 40
. 2020 (actual) 2031 (estimate) 2040 (estimate)
marginal
tax rate low high low high low high low high
10% 5 -5 9,875 | & -8 12,038 | & -5 14,674 | 5 -8 21,804
12% 5 9,876 | § 40,125 | & 12,039 | § 48,912 | & 14,675 | § 59,624 | § 21,807 | & 88,598
22% 5 40,126 | § 85,525 | § 48,913 | § 104,254 | & 59,625 | 5 127,086 | 5 88,600 | § 188,843
24% 5 85,526 | § 163,300 | § 104,256 | S 199,062 | & 127,087 | § 242,655 | § 188,845 | § 360,573
32% 5 163,301 | § 207,350 | § 199,063 | S 252,758 | & 242,657 | 5 308,111 | § 360,575 | & 457,837
35% 5 207,351 | § 518,400 | & 252,760 | S 631,927 | & 308,113 | § 770,315 | § 457,839 | & 1,144,648
37% 5 518,400 5 631,927 | S -1s 770,315 $ 1,144,648 | & -
Jay - Hired as Assistant Professor
Hire age: 27 Retire age: 67 (40 yrs of service)
Hire date: 2020 Retire date: 2060
Starting pay: S 70,000 2020 marginal tax rate: 22%
Annual increase 4%
Pay in 2031: 5 107,762 2031 marginal tax rate: 24%
Pay in 2040: S 153,379 2040 marginal tax rate: 24%
Pay in 2060: 5 336,071 2060 marginal tax rate: 24% Pension = 100% of pay

11
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