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BACKGROUND

Mercer completed a total remuneration study for ladder rank faculty in 2014. Upon
completion of the recent Retirement Options Task Force report, Mercer was asked to
update those results to examine the impact of the Task Force recommendations on
Total Remuneration.

For the purposes of this update, we have used the same effective valuation date, data,
methods and assumptions as before, unless otherwise noted.

Furthermore, we have not focused on updating data for non-retirement compensation
or benefits. We have simply focused this analysis on the impact on total remuneration
that would have been caused by each potential plan design.

We recommend that the reader review the 2014 report prior to studying this report to
get a complete understanding of the context and background behind the study.
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BACKGROUND

Mercer was asked to examine the impact of three different plan design options as follows:

 Option 1 — UCRP 2016 Tier: Defined benefit plan similar to the 2013 Tier except
for the imposition of a cap on eligible pay for pension purposes equal to $117,020
(2016 PEPRA cap)

Option 2 - UCRP 2016 Tier & DC Supplemental Flat 10% Option: Option 1 plus

a defined contribution plan equal to 10% of eligible pay above the PEPRA cap (DC
Supplemental contribution)

 Option 3 - DC Choice Flat 10% Option: Defined contribution plan of 10% of all
eligible pay (up to the IRC limit)
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BACKGROUND AND CONTEXT

Presentation of Results
» Results are presented to compare UC’s current retirement offering (2013 Tier, or “Old Tier”) and proposed
retirement designs Options 1 to 3 (“New Tier”):

Comparison Description / Components

« Comparison is representative of how the proposed retirement design options have impacted total
remuneration positioning against UC 2013 tier. There is no change to the other benefits, including

cash compensation (salaries) and health & welfare benefits.

Old Tier vs.
New Tier « Old Tier * New Tier
- Represents UCRP 2013 Tier - Represents the proposed retirement designs
(current UCRP offering) Options 1to 3

" More information about grandfathered plans can be found in 2014 total remuneration study
2 H&W benefits elections are those made by UC faculty
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BACKGROUND AND CONTEXT

Positioning Figures

« The positioning figures (or differences) shown in the following sections are based on the following
formula:

— [(New Tier — Old Tier)/Old Tier]
— Figures have been rounded to the nearest whole percentage
« Colors have been used to represent varying degrees of positioning as follows:

Data Tables: 10% or Between Between -5% Between 10% or more
more below -6% and -9% below and +5% +6% and above
above +9%
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SUMMARY OF RESULTS
OLD TIER VERSUS NEW TIER - OVERALL

When reviewing these results, it is important to note that the methodology used to
determine total remuneration values for the current population assumes they have been and
will be eligible for the new retirement options being examined. Mercer understands that in
reality any plan changes will be applicable only to future hires after June 30, 2016.

The introduction of a PEPRA cap has the greatest impact on the total remuneration for Full
Professors who have the oldest demographics and highest pay. The PEPRA cap has
minimal impact on total remuneration for Associate Professors and Assistant Professors.

The introduction of a DC supplemental benefit above the PEPRA cap improves the total

remuneration position compared to Option 1 for all LRF Professors, but still does not make
up the gap to the current plan.

Compared to the current retirement offering, the defined contribution option negatively
impacts the total rem for Full Professors by 3%. However, conversely, it improves the total
rem position for Associate Professors and Assistant Professors by 5% and 8% respectively.
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SUMMARY OF RESULTS
OLD TIER VERSUS NEW TIER - OVERALL

This is in part driven by the study methodology where DB plan values for shorter service
and younger employees are lower because their time to retirement is further thus DC
benefits compare more favorably for these employees. Conversely, Full Professors are
older and more highly paid and their DB plan values are more significant.

The analysis in this report considers each of the options separately. If, as is anticipated,
future faculty hires are offered a choice between a DB option with supplement and a DC
option, the effect on total remuneration will be more positive than any option considered on
its own.

© MERCER 2016
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SUMMARY OF RESULTS
OLD TIER VERSUS NEW TIER OPTIONS - ALL LRF

Design Option — Retirement DB/DC | Total Retirement | Total

refer to slide 5 Change in Value | Change in Value* | Remuneration
Change in Value

Option 1 -28% -23% -2%
Option 2 -12% -10% -1%
Option 3 -1% -6% -1%

* Total Retirement benefits include Retirement (DB/DC) and Retiree Health (Medical, Life and Dental) benefits.
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SUMMARY OF RESULTS
OLD TIER VERSUS NEW TIER - ALL LRF

« The PEPRA cap, with no further contribution, would reduce total retirement values to 23%
below current offering, and would result in total remuneration 2% below current offering.

» The introduction of a 10% DC supplemental contribution improves this position to where
total retirement values would be 10% below current offering and would result in total
remuneration 1% below current offering.

« Aflat 10% defined contribution plan would result in total retirement values 6% below
current offering and total remuneration 1% below current offering.

» The above changes are primarily driven by Full Professors, who are older and more highly
paid and have more significant DB plan values. This group has the largest reduction in total
remuneration under the new tier options.
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SUMMARY OF RESULTS
OLD TIER VERSUS NEW TIER - FULL PROF.

Design Option — Retirement DB/DC | Total Retirement | Total

refer to slide 5 Change in Value | Change in Value* | Remuneration
Change in Value

Option 1 -29% -25% -3%
Option 2 -15% -13% -2%
Option 3 -29% -25% -3%

* Total Retirement benefits include Retirement (DB/DC) and Retiree Health (Medical, Life and Dental) benefits.
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SUMMARY OF RESULTS
OLD TIER VERSUS NEW TIER - FULL PROFESSOR

» The PEPRA cap, with no further contribution, would reduce total retirement values to 25%
below current offering, and would result in total remuneration 3% below current offering.

» The introduction of a 10% DC supplemental contribution improves this position to where
total retirement values would be 13% below current offering, and would result in total
remuneration 2% below current offering.

» Aflat 10% defined contribution plan would result in total retirement values 25% below
current offering and total remuneration 3% below current offering.

» Full Professors are older and more highly paid and their DB plan values are more
significant, resulting in the largest reduction in total remuneration under the new tier options
among the LRF professors.

© MERCER 2016 14



SUMMARY OF RESULTS
OLD TIER VERSUS NEW TIER - ASSOCIATE PROF.

Design Option — Retirement DB/DC | Total Retirement | Total

refer to slide 5 Change in Value | Change in Value* | Remuneration
Change in Value

Option 1 -8% -5% 0%
Option 2 +13% +7% 0%
Option 3 +165% +96% +5%

* Total Retirement benefits include Retirement (DB/DC) and Retiree Health (Medical, Life and Dental) benefits.
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SUMMARY OF RESULTS
OLD TIER VS. NEW TIER - ASSOCIATE PROFESSOR

 The PEPRA cap, with no further contribution, would reduce total retirement values to 5%
below current offering and leave total remuneration essentially the same as current
offering.

» The introduction of a 10% DC supplemental contribution improves this position to where
total retirement values would be 7% above current offering and would result in total
remuneration essentially the same as current offering.

« Aflat 10% defined contribution plan would result in total retirement values 96% above
current offering and total remuneration 5% above current offering.

» Since the cash compensation for Associate Professors is lower, introduction of the PEPRA
cap has a minimal impact on total remuneration.
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SUMMARY OF RESULTS
OLD TIER VS. NEW TIER - ASSISTANT PROF.

Design Option — Retirement DB/DC | Total Retirement | Total

refer to slide 5 Change in Value | Change in Value* | Remuneration
Change in Value

Option 1 -10% -2% 0%
Option 2 +139% +32% +1%
Option 3 +1391% +324% +8%

* Total Retirement benefits include Retirement (DB/DC) and Retiree Health (Medical, Life and Dental) benefits.
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SUMMARY OF RESULTS
OLD TIER VS. NEW TIER - ASSISTANT PROFESSOR

» The PEPRA cap, with no further contribution, would reduce total retirement values to 2%
below current offering and leave total remuneration essentially the same as current
offering.

* The introduction of a 10% DC supplemental contribution improves this position to where
total retirement values would be 32% above current offering and would result in total
remuneration 1% above current offering.

» Aflat 10% defined contribution plan would result in total retirement values 324% above
current offering and total remuneration 8% above current offering.

» Since the cash compensation for Assistant Professors is lower, introduction of the PEPRA
cap has a minimal impact on total remuneration.

© MERCER 2016 18



SECTION 3
STUDY FINDINGS

h




SECTION 3A:
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STUDY FINDINGS: IMPACT OF NEW TIER

ALL GENERAL CAMPUS LRF - OLD VS. NEW TIER

OPTION 1: UCRP 2016 TIER

UC Averages Difference from $180 -
Element of Remuneration Old Tier New Tier Old Tier' $165.1 $161.3
Cash Compensation $129,235 $129,235 $160 - $16.9 PP
Health & Welfare Benefits $18,988 $18,988
$140 4 $19.0 $19.0
Medical & Dental $17,717 $17,717 0%
Life Insurance? $332 $332 0% $120 -
Dependent Care / Health Care FSA $180 $180 0% $100 4
n
Long-term Disability $759 $759 0% § 580
Dependent Tuition $0 $0 n/a e
Total Retirement $16,914 $13,077 $60 - $129.2 $129.2
Retirement (DB / DC) $13,808 $9,971 -28% $40
Retiree Health (Med, Life, Dental) $3,107 $3,107 0%
Total Remuneration $165,137 $161,300 $20 -
T All positioning figures shown are rounded to the nearest whole percentage.
2 Includes pre-retirement survivor benefits. $0 )
Old Tier New Tier
- - - - - L] Total Retirement Total Remuneration in
10% or more Between -6% Between -5% below Between +6% 10% or more [J Health & Welfare Benefits Bold Blue ltalics
below and -9% and +5% above and +9% above [ Cash Compensation

© MERCER 2016

21



STUDY FINDINGS:

ALL GENERAL CAMPUS LRF
OPTION 2:

FLAT 10%

IMPACT OF NEW TIER

OLD VS. NEW TIER
UCRP 2016 TIER & DC SUPPLEMENTAL
OPTION

UC Averages Difference from
Element of Remuneration Old Tier New Tier Old Tier'
Cash Compensation $129,235 $129,235
Health & Welfare Benefits $18,988  $18,988
Medical & Dental $17,717 $17,717 0%
Life Insurance? $332 $332 0%
Dependent Care / Health Care FSA $180 $180 0%
Long-term Disability $759 $759 0%
Dependent Tuition $0 $0 n/a
Total Retirement $16,914 $15,248
Retirement (DB / DC) $13,808  $12,141 -12%
Retiree Health (Med, Life, Dental) $3,107 $3,107 0%
Total Remuneration $165,137 $163,471

1 All positioning figures shown are rounded to the nearest whole percentage.
2 Includes pre-retirement survivor benefits.

10% or more
below

Between -6%
and -9%

Between -5% below

and +5% above

Between +6%
and +9%

10% or more
above

($000s)

$180 -

$165.1 $163.5
$160 - $16.9 $15.2
$140 4 $19.0 $19.0
$120 -
$100 -
$80 -
$60 | $129.2 $129.2
$40 -
$20 -

$0
Old Tier New Tier

[ Total Retirement

[ Health & Welfare Benefits
[ Cash Compensation

Total Remuneration in
Bold Blue Italics
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STUDY FINDINGS: IMPACT OF NEW TIER

ALL GENERAL CAMPUS LRF - OLD VS. NEW TIER
OPTION 3: DC CHOICE FLAT 10% OPTION

UC Averages Difference from $180 -
Element of Remuneration Old Tier New Tier old Tier' $165.1 $164.2
Cash Compensation $129,235 $129,235 $160 $16.9 $16.0
Health & Welfare Benefits $18,988 $18,988
$140 - $19.0 $19.0
Medical & Dental $17,717 $17,717 0%
Life Insurance?® $332 $332 0% $120 -
Dependent Care / Health Care FSA $180 $180 0% $100 -
n
Long-term Disability $759 $759 0% S 560
Dependent Tuition $0 $0 n/a e
Total Retirement $16,914  $15,969 $60 RS i
Retirement (DB / DC) $13,808 $12,862 7% 540
Retiree Health (Med, Life, Dental) $3,107 $3,107 0%
Total Remuneration $165,137 $164,192 $20 -
T All positioning figures shown are rounded to the nearest whole percentage.
2 Includes pre-retirement survivor benefits. $0 :
Old Tier New Tier
- - - - - L] Total Retirement Total Remuneration in
10% or more Between -6% Between -5% below Between +6% 10% or more [ Health & Welfare Benefits Bold Blue ltalics
below and -9% and +5% above and +9% above [ Cash Compensation
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STUDY FINDINGS: IMPACT OF NEW TIER
FULL PROFESSORS - OLD VS. NEW TIER

OPTION 1: UCRP 2016 TIER

UC Averages Difference from
Element of Remuneration Old Tier New Tier old Tier'
Cash Compensation $150,455 $150,455
Health & Welfare Benefits $21,772  $21,772
Medical & Dental $20,079  $20,079 0%
Life Insurance® $444 $444 0%
Dependent Care / Health Care FSA $169 $169 0%
Long-term Disability $1,080 $1,080 0%
Dependent Tuition $0 $0 n/a
Total Retirement $24,524  $18,393
Retirement (DB / DC) $20,987  $14,856 -29%
Retiree Health (Med, Life, Dental) $3,537 $3,537 0%
Total Remuneration $196,751 $190,621 -3%

T All positioning figures shown are rounded to the nearest whole percentage.
2 Includes pre-retirement survivor benefits.

10% or more Between -6% Between -5% below Between +6% 10% or more
below and -9% and +5% above and +9% above

$220
$200
$180
$160
$140

$120

($000s)

$100
$80
$60
$40
$20

$0

$196.8 $190.6

$24.5 $18.4

$21.8 $21.8
$150.5 $150.5
Old Tier New Tier

[ Total Retirement
[ Health & Welfare Benefits
[ Cash Compensation

Total Remuneration in
Bold Blue Italics
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STUDY FINDINGS: IMPACT OF NEW TIER

FULL PROFESSORS - OLD VS. NEW TIER
OPTION 2: UCRP 2016 TIER & DC SUPPLEMENTAL
FLAT 10% OPTION

UC Averages Difference from $220 -
Element of Remuneration Old Tier New Tier old Tier' 6200 - $196.8 $193.6
Cash Compensation $150,455 $150,455
$180 - $24.5 $21.4
Health & Welfare Benefits $21,772  $21,772
Medical & Dental $20,079 $20,079 0% $160 - $21.8 $21.8
Life Insurance® $444 $444 0% $140 1
Dependent Care / Health Care FSA $169 $169 0% 5120
Long-term Disability $1,080 $1,080 0% g
100 -
Dependent Tuition $0 $0 n/a 23 S
Total Retirement $24,524  $21,408 $80 1 $150.5 $150.5
Retirement (DB / DC) $20,987 $17,871 -15% $60 -
Retiree Health (Med, Life, Dental) $3,537 $3,537 0% $40 -
Total Remuneration $196,751 $193,635 -2% $20 -
1 All positioning figures shown are rounded to the nearest whole percentage.
2 Includes pre-retirement survivor benefits. $0 . .
Old Tier New Tier
- - - - - [ Total Retirement Total Remuneration in
10% or more Between -6% Between -5% below Between +6% 10% or more [ Health & Welfare Benefits Bold Blue lItalics
below and -9% and +5% above and +9% above @ Cash Compensation
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STUDY FINDINGS: IMPACT OF NEW TIER

FULL PROFESSORS - OLD VS. NEW TIER
OPTION 3: DC CHOICE FLAT 10%

UC Averages Difference from
Element of Remuneration Old Tier New Tier old Tier'
Cash Compensation $150,455 $150,455
Health & Welfare Benefits $21,772  $21,772
Medical & Dental $20,079  $20,079 0%
Life Insurance? $444 $444 0%
Dependent Care / Health Care FSA $169 $169 0%
Long-term Disability $1,080 $1,080 0%
Dependent Tuition $0 $0 n/a
Total Retirement $24,524  $18,485
Retirement (DB / DC) $20,987 $14,948 -29%
Retiree Health (Med, Life, Dental) $3,537 $3,537 0%
Total Remuneration $196,751 $190,713 -3%

1 All positioning figures shown are rounded to the nearest whole percentage.
2 Includes pre-retirement survivor benefits.

10% or more Between -6% Between -5% below Between +6% 10% or more
below and -9% and +5% above and +9% above

OPTION

($000s)

$220 -

196.8
$200 - s

$180 | $24.5

$190.7

$18.5

$160 | $21.8

$21.8

$140 -
$120 -
$100 -
$80 1 $150.5
$60 -
$40 -

$20 -

$150.5

$0 T
Old Tier

New Tier

[] Total Retirement
[ Health & Welfare Benefits
[ Cash Compensation

Total Remuneration in
Bold Blue ltalics
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STUDY FINDINGS:

ASSOCIATE PROFESSORS -
OPTION 1: UCRP 2016 TIER

IMPACT OF NEW TIER
OLD VS. NEW TIER

UC Averages Difference from
Element of Remuneration Old Tier New Tier old Tier'
Cash Compensation $98,804 $98,804
Health & Welfare Benefits $16,328  $16,328
Medical & Dental $15,553  $15,553 0%
Life Insurance? $183 $183 0%
Dependent Care / Health Care FSA $214 $214 0%
Long-term Disability $378 $378 0%
Dependent Tuition $0 $0 n/a
Total Retirement $6,434 $6,118
Retirement (DB / DC) $3,724 $3,408 -8%
Retiree Health (Med, Life, Dental) $2,710 $2,710 0%
Total Remuneration $121,566 $121,250

1 All positioning figures shown are rounded to the nearest whole percentage.

2 Includes pre-retirement survivor benefits.

10% or more Between -6% Between -5% below

below and -9% and +5% above

Between +6%
and +9%

10% or more
above

($000s)

$140 -
$121.6 $121.2
$120 $6.4 $6.1
$16.3 $16.3
$100 -
$80 +
$60 -
$98.8 $98.8
$40 ~
$20 A
$0 T 1
Old Tier New Tier

[ Total Retirement
[ Health & Welfare Benefits
[ Cash Compensation

Total Remuneration in
Bold Blue Italics
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STUDY FINDINGS:
ASSOCIATE PROFESSORS -

OPTION 2:

FLAT 10% OPTION

IMPACT OF NEW TIER

OLD VS. NEW TIER
UCRP 2016 TIER & DC SUPPLEMENTAL

UC Averages Difference from
Element of Remuneration Old Tier New Tier old Tier'
Cash Compensation $98,804 $98,804
Health & Welfare Benefits $16,328  $16,328
Medical & Dental $15,553  $15,553 0%
Life Insurance? $183 $183 0%
Dependent Care / Health Care FSA $214 $214 0%
Long-term Disability $378 $378 0%
Dependent Tuition $0 $0 n/a
Total Retirement $6,434 $6,905
Retirement (DB / DC) $3,724 $4,195 +13%
Retiree Health (Med, Life, Dental) $2,710 $2,710 0%
Total Remuneration $121,566 $122,037

T All positioning figures shown are rounded to the nearest whole percentage.
2 Includes pre-retirement survivor benefits.

10% or more Between -6%
below and -9%

Between -5% below

and +5% above

Between +6%
and +9%

10% or more
above

($000s)

$140 -
$121.6 $122.0
$120 $6.4 $6.9
$16.3 $16.3
$100
$80 +
$60 -
$98.8 $98.8
$40 ~
$20 A
$0
Old Tier New Tier

[ Total Retirement
[ Health & Welfare Benefits
[ Cash Compensation

Total Remuneration in
Bold Blue Italics
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STUDY FINDINGS:
ASSOCIATE PROFESSORS -

OPTION 3: DC CHOICE FLAT 10%

IMPACT OF NEW TIER

OLD VS. NEW TIER
OPTION

UC Averages Difference from
Element of Remuneration Old Tier New Tier old Tier'
Cash Compensation $98,804  $98,804
Health & Welfare Benefits $16,328  $16,328
Medical & Dental $15,553  $15,553 0%
Life Insurance? $183 $183 0%
Dependent Care / Health Care FSA $214 $214 0%
Long-term Disability $378 $378 0%
Dependent Tuition $0 $0 n/a
Total Retirement $6,434  $12,582
Retirement (DB / DC) $3,724 $9,872 +165%
Retiree Health (Med, Life, Dental) $2,710 $2,710 0%
Total Remuneration $121,566 $127,714

1 All positioning figures shown are rounded to the nearest whole percentage.
2 Includes pre-retirement survivor benefits.

10% or more Between -6%
below and -9%

Between -5% below

and +5% above

Between +6%
and +9%

10% or more
above

($000s)

$140 -
$127.7
$121.6
$120 - 36.4 $12.6
$16.3 $16.3
$100 -
$80 -+
$60 -
$98.8 $98.8
$40 ~
$20 A
$0
Old Tier New Tier

[ Total Retirement
[ Health & Welfare Benefits
[ Cash Compensation

Total Remuneration in
Bold Blue Italics
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STUDY FINDINGS: IMPACT OF NEW TIER
OLD VS. NEW TIER

ASSISTANT PROFESSORS -
OPTION 1: UCRP 2016 TIER

UC Averages Difference from
Element of Remuneration Old Tier New Tier Old Tier'
Cash Compensation $91,155  $91,155
Health & Welfare Benefits $12,038 $12,038
Medical & Dental $11,687  $11,687 0%
Life Insurance? $111 $111 0%
Dependent Care / Health Care FSA $175 $175 0%
Long-term Disability $65 $65 0%
Dependent Tuition $0 $0 n/a
Total Retirement $2,624 $2,565
Retirement (DB / DC) $612 $552 -10%
Retiree Health (Med, Life, Dental) $2,013 $2,013 0%
Total Remuneration $105,817 $105,758 0%

T All positioning figures shown are rounded to the nearest whole percentage.
2 Includes pre-retirement survivor benefits.

10% or more Between -6% Between -5% below Between +6% 10% or more
below and -9% and +5% above and +9% above

($000s)

$120 -
$105.8 $105.8
326 %76
100 4
$ $12.0 $12.0
$80 -
$60 -
$91.2 $91.2
$40
$20 A
$0 :
Old Tier New Tier

[ Total Retirement
[ Health & Welfare Benefits
[ Cash Compensation

Total Remuneration in
Bold Blue Italics
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STUDY FINDINGS: IMPACT OF NEW TIER

ASSISTANT PROFESSORS -
OPTION 2: UCRP 2016 TIER & DC SUPPLEMENTAL

FLAT 10% OPTION

UC Averages Difference from
Element of Remuneration Old Tier New Tier Old Tier'
Cash Compensation $91,155  $91,155
Health & Welfare Benefits $12,038 $12,038
Medical & Dental $11,687  $11,687 0%
Life Insurance? $111 $111 0%
Dependent Care / Health Care FSA $175 $175 0%
Long-term Disability $65 $65 0%
Dependent Tuition $0 $0 n/a
Total Retirement $2,624 $3,475
Retirement (DB / DC) $612 $1,462 +139%
Retiree Health (Med, Life, Dental) $2,013 $2,013 0%
Total Remuneration $105,817 $106,668

T All positioning figures shown are rounded to the nearest whole percentage.

2 Includes pre-retirement survivor benefits.

10% or more Between -6% Between -5% below Between +6%
below and -9% and +5% above and +9%

10% or more
above

($000s)

OLD VS. NEW TIER

$120 -
$105.8 $106.7
[ $2§6 $3.5
100 4
$ $12.0 $12.0
$80 -
$60 -
$91.2 $91.2
$40
$20 -
$0
Old Tier New Tier

[ Total Retirement
[ Health & Welfare Benefits
[ Cash Compensation

Total Remuneration in
Bold Blue Italics
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STUDY FINDINGS:

IMPACT OF NEW TIER
OLD VS. NEW TIER

ASSISTANT PROFESSORS -

OPTION 3: DC CHOICE FLAT 10%

UC Averages Difference from
Element of Remuneration Old Tier New Tier Old Tier'
Cash Compensation $91,155  $91,155
Health & Welfare Benefits $12,038 $12,038
Medical & Dental $11,687  $11,687 0%
Life Insurance? $111 $111 0%
Dependent Care / Health Care FSA $175 $175 0%
Long-term Disability $65 $65 0%
Dependent Tuition $0 $0 n/a
Total Retirement $2,624  $11,128
Retirement (DB / DC) $612 $9,115 +1391%
Retiree Health (Med, Life, Dental) $2,013 $2,013 0%
Total Remuneration $105,817 $114,321

T All positioning figures shown are rounded to the nearest whole percentage.

2 Includes pre-retirement survivor benefits.

10% or more Between -6% Between -5% below
below and -9% and +5% above

Between +6%
and +9%

10% or more
above

($000s)

OPTION

$120 $114.3
$105.8 $11.1
326
$100 1 $12.0 $12.0
$80 -
$60 -
$91.2 $91.2
$40 -
$20 -
$0
Old Tier New Tier

[ Total Retirement
[ Health & Welfare Benefits
[ Cash Compensation

Total Remuneration in
Bold Blue Italics
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METHODOLOGY & ASSUMPTIONS

For the purposes of this update, we have used the same data, methods and assumptions as the 2074
Update of Total Remuneration Study for General Campus Ladder Rank Faculty dated July 30, 2014,
unless otherwise stated. Key economic assumptions are summarized below:

» Discount rate: 7.5%

* Inflation & PEPRA cap increase: 2.5%
« Salary increase: 4%

* Investment return: 7.5%

Other Assumptions

* For purposes of this analysis we have assumed that employees choosing the DC option will not
receive a UCRP death benefit. Instead of the UCRP death benefit, these employees will be fully
vested in their account balance. The value of the account balance may exceed the value of the
UCRP death benefit for some employees, but will be less valuable for others. If UC ultimately
decides to provide the greater of the two benefits for those choosing the DC option, the retirement
component of total rem will be slightly higher for these employees.
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METHODOLOGY & ASSUMPTIONS

Methodology for DC Supplemental and DC Choice Payment Calculations

DC Supplemental

UCRP benefit values are based on projected pay levels. The introduction of the PEPRA cap reduces the
value of the UCRP benefit even for employees with current pay below the PEPRA cap. Supplemental
contributions are intended to compensate for the effect of the cap. Accordingly we have applied a
methodology that reflects projected pay levels in measuring the value of supplemental contributions, and
thus would assign current value to employees whose pay is currently below the cap but for whom pay is
projected to exceed the cap. Under this methodology, we determine a level annual contribution (measured
as a percentage of pay) that would match the effect of the supplemental contribution over an entire career.
The current year value is this percentage applied to current year pay. The resulting value will exceed the
supplemental contribution based on current year pay for some employees and fall below the current year
amount for others.

Prior supplemental contributions and equivalent level contributions are estimated by projecting pay and the
PEPRA cap back to date of hire at the 4% pay increase assumption and the 2.5% assumed inflation rate
respectively. The resulting contributions are accumulated using the 7.5% investment return assumption.

DC Choice

DC Choice benefits, apply to all pay, not just pay in excess of the PEPRA cap. Accordingly there is no need
to project future pay levels in measuring value. The value of these benefits is measured as the current year
expected contribution, which is consistent with the approach used in prior studies.
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