Buying back University of California Retirement Plan (UCRP) service credit is an investment. By evaluating your
cost and estimated benefit, you can decide if it’s an investment you want to make. This brochure can help you
make your decision.

Unlike many investments, electing UCRP buyback is an irrevocable decision. Once you make the commitment,
you can’t cancel it unless you leave University employment, and you cannot change the amount or duration of
the monthly payments.

Most statements about UCRP retirement benefits also apply to a lump sum cashout, which is essentially a
lifetime projection of retirement benefits.

Do the payments fit your budget? Choose a payment Before you make the investment, try to anticipate your
option that you’ll be able to live with even if you have returns—and to estimate how long it will take to recoup
unexpected expenses or an unanticipated drop in income. your cost, once the returns start to come in. See the

Remember that your buyback contract cannot be canceled.  example below.

Say the buyback cost (investment) is $48 per month for 5 years, or $2,880. The buyback will increase the member’s
age 60 retirement benefit by an estimated $80 per month (return).

Total cost + Monthly benefit Increase = Months to recoup cost
$2,880 + $80 = 36 months.

It will take 36 months to recoup the buyback cost. Three years after retirement, the buyback has paid for itself.

Your Buyback:

Total cost + Monthly benefit increase = Months to recoup cost

= = months
If you retire at 60, it will take months to recoup the cost of your buyback.
Cost-of-Living Adjustments (COLAS)
All UCRP monthly benefits are eligible for COLA increases
Benefit higher (or lower) than the estimate each year, based on a percentage of the benefit. If you
The retirement benefit increase resulting from your increase a benefit through buyback, you also increase any

buyback is estimated based on your current salary. It willbe  COLA payable.

higher if your salary averaged over the highest 36 months

(Highest Average Plan Compensation, or HAPC) is greater ~ Survivor benefits

when you retire. If you retire before age 60, however, your  If your death occurs after you retire (or while you are

benefit will be based on a lower age factor. eligible to retire), buyback may increase benefits payable to
your surviving spouse and/or any other person you name as
your contingent annuitant.



Disability income

If you become eligible for UCRP disability income before
you retire, your buyback could increase your disability
benefit, depending on your years of service credit. Buyback
for previous UCRP membership will help you meet the
minimum service credit requirement, but buyback for a
leave will not. Payment to eliminate the noncontributory
offset has no effect on disability income.

Medical and dental benefits

UCRP buyback may help you qualify to continue
UC-sponsored medical and dental benefits after you retire,

or may increase the UC contribution toward the monthly
premiums. For more information, see the UC Group
Insurance Eligibility Factsheet, available in your department
or Benefits Office or on our website (see page 4).

No guarantees

UCRP buyback increases future retirement benefits unless
you reach the maximum allowable benefit. If you leave
University employment or die before becoming eligible to
retire, you/your survivors may not benefit from buyback.

Rather than investing in UCRP buyback, you could invest the same money elsewhere. For example, you could deposit the
amount of the monthly buyback payment in a savings account at your bank. Or you could have contributions taken from
your paycheck and placed in one of the UC savings plans. For comparison purposes, the Tax-Deferred 403(b) Plan is most
similar to buyback in that your deductions are taken on a pretax basis. How would the returns compare to the UCRP

buyback benefit?

A member finds that her buyback payments would be $100 per month for 4 years (total payments $4800) and would
increase her age 60 retirement benefit by an estimated $50 per month. She is now 31 years old (age 35 when payments

are completed—or 25 years from age 60).

Bank savings account

For a regular savings account, the member’s bank is
currently paying 2% interest. At this rate, her $100 per
month for four years would total $4,991 at age 35. If she
left her money on deposit earning 2% annually, at age 60
the balance would be $8,188. Each year, taxes would be
due on interest earned that year.

Tax-Deferred 403(b) Plan

For simplicity, say the member’s earnings averaged 6%
annually. At this rate, her $100 per month would be worth
$5,392 at age 35—and $23,142 at age 60. Taxes are
deferred until she receives the returns.

Vehicle Investment
UCRP buyback $4,800
Bank savings account $4,800
403(b) Plan Savings Fund  $4,800

Converting savings to lifetime income

To complete the comparison, we will assume that at age
60, the member will withdraw her savings and purchase an
annuity. She selects monthly income to be paid over her
lifetime.

From her bank savings of $8,188, her annuity would be
about $61 per month for her lifetime.

An annuity from her 403(b) savings would be about $170
per month for her lifetime.

Estimated Returns (Monthly Benefit)*
$50.00 per month plus COLAs and additional benefits—
see “More to Consider” above
$61.00 (no COLAs; no additional benefits)
$170.00 (no COLAs; no additional benefits)

Please note: Contributions to the 403(b) Plan are subject to an annual limit.
Earnings rates are subject to change. Past earnings do not guarantee future earnings.

*See “Tax implications™ on page 4.



UCRP buyback is not comparable to any other investment vehicle. Only UCRP provides additional benefits (see “More to
Consider” on pages 1-2). And only UCRP buyback requires an irrevocable commitment from you, the investor—whereas
deposits to a savings account or contributions to the 403(b) Plan require no such commitment.

However, in spite of these differences, a comparison can be worthwhile as part of your evaluation.

Use this worksheet to compare the anticipated investment returns from UCRP buyback to another investment vehicle of
your choice.

Enter the figures for your proposed buyback. Items A, B, and C are on your Buyback Calculation.

A. Enter your monthly buyback payment. A $
B. Enter your buyback payment period. B. years
C. Enter the estimated increase in your age 60 UCRP retirement benefit. C.$

D. Add your current age and the buyback payment period on line B.

1 =D. years
age line B

E. Subtract line D from 60 to determine the number of years from
completion of payment to age 60.

60 - =E. years
line D

1. Select an interest rate. (See below.) 1. %

2. From Table |, find the factor for the interest rate on line 1 and
payment period from line B. 2.

3. Multiply the factor on line 2 by the monthly payment on line A.

X =3. %
line 2 line A

This result is the estimated savings balance at the end of the payment period.

Choosing an interest rate: The rate represents the average you assume your savings will earn over time. You may want
to make several estimates based on various interest rates. For each estimate, use the same interest rate throughout (steps
2 and 4).



4. From Table Il, find the factor for the interest rate on line 1 and

years to age 60 from line E.

5. Multiply line 3 by line 4.

X

line 3 line 4

This is your projected balance at age 60.

6. Multiply line 5 by .995 (California premium tax is 1/2% or .005).

X .995
line 5

This is the estimated amount upon which your monthly income will be based.

7. Divide line 6 by 133.8 (estimated annuity factor for age 60)*

+ 133.8
line 6

This is the estimated monthly income you could receive based on your savings.

8. Compare the investment returns from your alternate investment vehicle to your UCRP buyback (line C on page 3):

VS. plus COLA and additional benefits

line 7 line C

* Annuity factor for age 60 is estimated at 133.8. Annuity factors are based on life expectancy tables as well as market conditions, and therefore

fluctuate frequently.

Tax implications are mentioned only briefly in this bro-
chure—although their impact can be significant. Generally,
UCRP buyback payments and 403(b) contributions both
reduce your current taxable income. Taxes are not payable
until you retire and begin receiving your returns.

Deposits to your savings account, on the other hand, do
not reduce your current taxable income. In addition, taxes
on any interest earned are due each year.

Only you can decide if buyback is an investment you want
to make. This brochure has posed some important ques-
tions—but you may have additional concerns.

UCbencom can help: http://www.ucop.edu/bencom

UCbencom, UC Benefits’ website, offers two interactive
modeling programs that may help you with your buyback
decision.

e Fortune Forecaster shows how the value of your
403(b) Plan account can grow over time.

« UC Retirement Plan Benefit Estimator, developed by
Lawrence Livermore National Laboratory, allows you to
estimate UCRP retirement income based on information
you provide.

We recommend that you discuss your investment options
and tax situation with a qualified investment advisor.
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Neither The Regents of the University of California nor any officer or affiliated officer of the University makes any recommendation to participants for
building supplemental retirement savings, and the various options available for contributions should not be construed in any respect as judgment
regarding the prudence or advisability of such investments or as tax advice.

By authority of The Regents, University of California Human Resources and Benefits, located in Oakland, administers all benefit plans in accordance
with applicable plan documents and regulations, custodial agreements, University of California Group Insurance Regulations, group insurance
contracts, and state and federal laws. No person is authorized to provide benefits information not contained in these source documents, and informa-
tion not contained in these source documents cannot be relied upon as having been authorized by The Regents. Source documents are available for
inspection upon request to University of California Human Resources and Benefits (1-800-888-8267). What is written here does not constitute a
guarantee of plan coverage or benefits—particular rules and eligibility requirements must be met before benefits can be received. The University of
California intends to continue the benefits described here indefinitely; however, the benefits of all employees, annuitants, and plan beneficiaries are
subject to change or termination at the time of contract renewal or at any other time by the University or other governing authorities. The University
also reserves the right to determine new premiums and employer contributions at any time. Health and welfare benefits are subject to legislative
appropriation and are not accrued or vested benefit entitlements. If you belong to an exclusively represented bargaining unit, some of your benefits
may differ from the ones described here. Contact your Human Resources Office for more information.

In conformance with applicable law and University policy, the University is an affirmative action/equal opportunity employer. Inquiries regarding the
University’s affirmative action and equal opportunity policies may be directed to Ellen Switkes—Academic Affairs at 510-987-9479 (for academic
employee-related matters) or to Mattie L. Williams—Business and Finance at 510-987-0865 (for staff employee-related matters).

Website address: www.ucop.edu/bencom

University of California
-l Human Resources and Benefits

300 Lakeside Drive, 5th Floor
HR/BENEFITS] Oakland, California 94612-3557
™




