
page 1

FOCUS ON YOUR FUTURE

SUM M ER 

2017

Understanding the  
UC Retirement Choice Program

If you are newly hired or newly eligible for the UC Retirement Choice Program, you have an 
important decision to make. You’ll need to decide which UC primary retirement plan you want to 
participate in—Pension Choice or Savings Choice. The sooner you make your choice, the sooner 
you start receiving UC contributions (and service credit under Pension Choice). Here’s an overview 
of each option.

ELIGIBILITY

You are eligible for a choice of primary retirement benefits if you:

 > Were hired into an eligible faculty or career staff appointment on or after July 1, 2016; OR

 > Completed an hours requirement on or after July 1, 2016—generally, 1,000 hours worked within 
a 12-month period; OR

 > Were rehired into an eligible faculty or career staff appointment on or after July 1, 2016, 
following a break in service. Generally, a break in service occurs if you have left UC 
employment for one full calendar month or more.

If you were participating in the UC Retirement Plan (UCRP) on June 30, 2016, you will continue to 
participate in your current plan and will not need to choose a primary retirement benefit option. Also,  
if you’re represented by a union, your retirement benefits are governed by your union’s contract with UC. 
As a result, your benefits may be different from the benefits outlined here. Please refer to your collective 
bargaining agreement for details. 

WANT HELP WITH YOUR DECISION?

You can learn about your options in a group setting or get one-on-one retirement counseling.

 > CLASSES AND WEBINARS 
myUCretirement.com/classes

 > PERSONAL RETIREMENT COUNSELING 
getguidance.fidelity.com/universityofcalifornia 
1-800-558-9182

CONTACT US
1-866-682-7787 
myUCretirement.com
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UNDERSTANDING THE UC RETIREMENT CHOICE PROGRAM   Continued from page 1.

YOUR PRIMARY RETIREMENT BENEFIT OPTIONS  

Both Pension Choice and Savings Choice can help you build valuable retirement income, in addition to Social Security benefits and any other 
retirement income you may have.

HERE’S A SNAPSHOT OF YOUR OPTIONS 
For complete details, see your Summary Plan Description.

HOW IT WORKS

Pension Choice is a pension benefit under the UCRP, offering a fixed monthly income payable 
in retirement.

Along with the pension benefit, some faculty and staff are eligible to build retirement savings 
through a supplemental 401(k)-style account.

UC invests the money in the UCRP. If you are eligible for the supplemental benefit, you select 
the investments from available fund options.

The decision to participate in Pension Choice is irrevocable—you cannot change your 
participation to Savings Choice later.

Savings Choice works much like a 401(k) plan. 

Your individual pretax contributions, plus 
contributions from UC (based on your eligible 
pay1), accumulate in a tax-deferred retirement 
account that you draw from in retirement.

Under Savings Choice, you select how you 
want to invest the contributions made to your 
account from a menu of available funds, and 
you assume the investment risk. 

UC provides tools, resources, and one-on-one 
guidance to help you understand how to plan 
and invest for retirement.

Under Savings Choice, subject to IRS approval, 
you may be offered an opportunity several 
years from now to change your participation to 
Pension Choice.5

SHARED CONTRIBUTIONS2

New to UC?
You contribute 7% of annual eligible pay1, before taxes, up to the annual IRS pay limit 
($270,000 for 2017). Your contributions on pay up to the 2013 California Public Employees’ 
Pension Reform Act (PEPRA) limit will go into the UCRP; your contributions on pay above the 
PEPRA limit will go into the supplemental account. 

UC contributes: 
 > For the pension, 8% up to the PEPRA limit. 
 > For the supplemental account for designated faculty3, 5% on all eligible pay up to the 

annual IRS pay limit.
 > For the supplemental account for eligible staff and other academic employees, 3% on 

eligible pay above the PEPRA limit, up to the annual IRS pay limit. 

Previous UC employee in an eligible appointment or eligible for UCRP/CalPERS reciprocity?4

You contribute 7% of annual eligible pay, before taxes, up to the annual IRS pay maximum.

UC contributes:
 > For the pension, 8% up to the annual IRS pay limit.
 > No supplemental account contributions.

Note: Contributions are made only on pay you earn after you are enrolled, subject to payroll 
processing cycles.

You contribute 7% of your eligible pay1, 
before taxes, up to the annual IRS pay limit 
($270,000 for 2017). 

UC contributes 8% of your eligible pay, up  
to the annual IRS pay limit. 

SAVINGS CHOICEPENSION CHOICE
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UNDERSTANDING THE UC RETIREMENT CHOICE PROGRAM   Continued from page 2.

YOUR RETIREMENT INCOME

You will vest (become eligible to receive pension benefits, subject to plan rules) once you have 
earned five years of UCRP service credit. You begin to earn service credit (based on your time 
worked) when you start making contributions. 

New to UC?
 > Pension benefit is based on UCRP service credit, highest average 36 months of eligible 

pay (up to the PEPRA maximum) and age at retirement.
 > Balance of supplemental account, if applicable, depends on contributions from you and 

UC, plus investment performance.

Previous UC employee in an eligible appointment or eligible for UCRP/CalPERS reciprocity?4

 > Pension benefit is based on UCRP service credit, highest average 36 months of eligible 
pay (up to the IRS pay maximum) and age at retirement.

UCRP also includes benefits for your eligible survivors, as well as disability income if you 
become totally and permanently disabled before retirement.

Your contributions to your supplemental account, if any, will vest immediately. UC’s 
contributions will vest after you have earned five years of UCRP service credit or, if earlier, on 
the date of your death, provided you are actively employed on that date.

When you retire, you will be able to draw retirement income from your supplemental 
account. The balance of your account will depend on the amount contributed by you and UC 
and on the performance of the investments you select.

You can designate a beneficiary for your supplemental account balance.

Your contributions to your account will vest 
immediately. UC’s contributions will fully vest 
after one year if you are actively employed 
one year after your eligibility date or, if earlier, 
on the date of your death, provided you are 
actively employed on that date. Distributions 
are governed by plan rules. 

When you retire, you will be able to draw 
money from your account or take the vested 
benefits with you if you leave UC. The balance 
in your account will depend on the amount 
contributed by you and UC and on the 
performance of the investments you select. 

Savings Choice does not include disability 
or survivor benefits, but you can designate 
a beneficiary for your account balance. 
Employee-paid disability and employee-paid 
supplemental life insurance are also available 
through other UC benefit plans.

SAVINGS CHOICEPENSION CHOICE

1Retirement benefits are calculated based on “eligible pay,” which does not include certain types of compensation, such as:
• Pay that exceeds the full-time rate or established base pay rates for regular, normal positions;
• Overtime pay (unless for compensatory time off);
• Pay that exceeds the base salary (X+X’) under the Health Sciences Compensation Plan.
2 Employer and employee contribution rates are set periodically by the UC Regents. The total UC contribution rate to UCRP is currently 14%, which includes 6% toward 
UC's unfunded pension liability. 

3The designated faculty eligible for a 5% UC contribution to the supplemental benefit (on all eligible pay up to the annual IRS maximum) are as follows:
• Ladder-rank faculty and equivalent titles (Professorial and Equivalent titles, which include Agronomists, Astronomers, Clinical Professor of Dentistry [over 50%] 

and Supervisor of Physical Ed)
• Professor in Residence series
• Professor of Clinical (X) series
• Acting full, associate and assistant professors
• Lecturers/Senior Lecturers (full-time) with Security of Employment or Potential Security of Employment (excluding UC Hastings Lecturers/ Senior Lecturers)
• Adjunct Professor series
• Health Science Clinical Professor series
4 You are not subject to the PEPRA maximum (and your retirement benefits may differ) if you: previously worked for UC in an eligible appointment (i.e., were 
previously a UCRP member before 7/1/16); were hired before July 1, 2016, and became eligible for retirement benefits after July 1, 2016; or were a “Classic Member” 
under CalPERS and are eligible for reciprocity with UC. Employees in the latter group need to self-identify by contacting the UC Retirement Administration Service 
Center at 1-800-888-8267.

5Subject to IRS approval, employees who initially choose Savings Choice may have a one-time opportunity to switch to Pension Choice. 
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ABOUT RETIREMENT BENEFIT LIMITS

UC pension benefits are limited, consistent with the cap on pensionable earnings under the 2013 California Public Employees’ Pension Reform 
Act (PEPRA). This limit applies to other California public pension plans and is calculated and reviewed annually. Effective July 1, 2017, the limit is 
the first $118,775 of annual pay.

In addition, the IRS sets a dollar limit for annual earnings upon which retirement benefits and contributions may be based. The limit is reviewed 
and adjusted annually. Effective July 1, 2017, this limit is $270,000.

UNDERSTANDING THE UC RETIREMENT CHOICE PROGRAM   Continued from page 3.

What you need to do
If you're eligible for the UC Retirement Choice Program, it pays to  
enroll as soon as you've made your choice—within 90 days of your hire 
date or qualifying appointment eligibility date. If you are uncertain 
about your eligibility date, please call the UC Retirement Administration 
Service Center at 1-800-888-8267.  

You can compare the options and make your selection at 
myUCretirement.com/choose. 

If you don’t make an active choice, you automatically will be enrolled  
in Pension Choice when your 90-day selection window ends.

http://www.myUCretirement.com/choose
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RETIREMENT PLANNING

Learning more about the voluntary  
UC Retirement Savings Program.

 > Go to myUCretirement.com 

 > Select See Savings Program Features 
from the What Do You Want to Do 
Today? menu 

Enrolling in one or more Plans.

 > Go to myUCretirement.com 

 > Select Enroll from the UC Retirement 
Savings Program Transactions menu 

Increasing your deferral rates.

 > Go to myUCretirement.com 

 > Select Change Contributions from 
the UC Retirement Savings Program 
Transactions menu 

Viewing your 2017  
Retirement Review.

 > Go to myUCretirement.com 

 > Select Get Retirement Review from the 
What Do You Want to Do Today? menu

Meeting with a Retirement Planner.

 > Go to getguidance.fidelity.com/
universityofcalifornia 

 > Call 1-800-558-9182

SUPPLEMENTING YOUR RETIREMENT SAVINGS 
In addition to your UC primary retirement benefits, you may need to save more money to have the standard of living you want in retirement.  
The voluntary UC Retirement Savings Program offers a convenient way to save voluntarily with tax advantages. Here’s what you need to know.

WHY SAVE MORE?

While it may seem like UC’s primary retirement benefits can meet all of 
your needs, keep in mind that the average UC retiree has roughly 20 years 
of service. If you’re like many people, you’ll work for several employers 
during your career, so you might not be at UC long enough to build your 
primary retirement benefits to a level that can meet your needs. In fact, 
56% of Americans are behind on their retirement savings and have less 
than $10,000 saved.*

What does this mean for you? To maintain the standard of living you’re used 
to, you may need to save beyond your UC primary retirement benefits.   
And that’s where UC’s voluntary Retirement Savings Program comes in. 

GET TO KNOW THE PLANS

The UC Retirement Savings Program is made up of three plans: the 403(b), 
457(b), and DC Plans. 

 > The 403(b) and 457(b) Plans let you add to your retirement savings 
with pretax contributions. Taxes are deferred until you withdraw  
the money. 

 > The DC Plan also lets you add to your retirement savings, but with 
after-tax contributions. Taxes on your investment earnings are  
deferred until you withdraw the money.

What do they have in common?
All three share key similarities: 

 > Almost all UC employees can contribute, and the plans accept eligible  
rollovers from previous employer retirement plans and individual 
retirement accounts (IRAs).

 > You contribute directly from your paycheck. 

 > You decide where to invest your money, choosing from a menu of 
available options. The value of your account will depend on the amount 
you contribute and on the performance of the investments you select. 

 > Your account is portable, so you can normally roll over part or all of 
your account balance into another employer’s retirement plan or an  
IRA whenever you are no longer working at UC. 

READY TO SAVE MORE? CONSIDER…

http://myUCretirement.com
http://myUCretirement.com
http://myUCretirement.com
http://myUCretirement.com
http://getguidance.fidelity.com/universityofcalifornia
http://getguidance.fidelity.com/universityofcalifornia
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How they differ—at a glance

SUPPLEMENTING YOUR RETIREMENT SAVINGS   Continued from page 5.

* “1 in 3 Americans Has Saved $0 for Retirement.” Go Banking Rates. March 14, 2016. 
Distributions are subject to plan rules. Please refer to the Summary Plan Descriptions for important details.

403(b) PLAN
Pretax Savings

457(b) PLAN
Pretax Savings

DC PLAN
After-tax Savings

ELIGIBILITY & 
CONTRIBUTIONS

All UC employees can  
contribute to this plan with  

the exception of most  
students who work less than  

20 hours per week.

Loans are not available.

All UC employees can contribute to this plan,  
with the exception of most students who work less  
than 20 hours per week. You can contribute up to  

$18,000 in 2017 ($24,000 if you are age 50 or older).

While you are working at UC,
you can generally take 

distributions if you are at least 
age 59½. Hardship withdrawals 

are available for authorized 
emergencies. Distributions  
may be taken at any time if  
you are no longer working  

at UC. Early withdrawal 
penalties may apply.

A loan program is available.

While you are working at UC,
you can generally take 

distributions if you are at least 
age 70½. Hardship withdrawals 

are available for authorized 
emergencies. Distributions  
may be taken at any time  

if you are no longer  
working at UC. No early 

withdrawal penalties.

While you are working at UC,  
you can generally withdraw  
any after-tax contributions  

or roll over money (and related  
earnings) at any time. You can 

 withdraw your pretax,  
after-tax, and rollover money  

once you leave UC.

LOANS

WITHDRAWALS
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LIVING IN RETIREMENT

MANAGING YOUR CASH IN RETIREMENT  
Whatever the size of your nest egg, retirement will likely mean big changes in your financial life. Sources of income can shift, as can 
expenses, and financial priorities often change as you move from saving for retirement to generating income. 

Here are four ways to help make managing your finances easier in retirement.

You’ll want to have a portion of your 
savings easily accessible and liquid for 
paying everyday living expenses such 
as groceries, utility bills, and insurance 
premiums. For these needs, you may 
want to consider keeping cash or cash 
equivalents invested in lower-risk, 
highly liquid investments.

1. MANAGING YOUR RETIREMENT INCOME

To start, consider the ways that retirement can change cash flow. Your paycheck may be replaced by income from a variety of sources, including 
Social Security benefits, pension distributions, and annuity payments. If you are age 70½ or older, you will be required to take minimum 
distributions from your retirement plans (401(k), 403(b), IRAs, etc.). Some retirees may even generate income from part-time employment or 
sales of assets.

All of this means that money is arriving in varying amounts on very different schedules—most likely in the form of a check. To manage these 
income sources, you can set up direct deposit services, or use a financial institution that offers remote deposit—meaning you can scan or snap 
a photo of a check with a smartphone.

Spending patterns will also likely change, reflecting both your new lifestyle and shifting financial responsibilities. When you retire, often  
nothing is being withheld for state and federal income taxes, so you may be responsible for any quarterly estimated taxes. Likewise, most 
retirees generally have to pay health care and other insurance premiums directly to the insurance carrier(s). Some retirees may also find they  
are traveling more or living in dual residences. All of these situations can make monthly bill paying even more complicated.

Thankfully, technology makes it easy to manage your regular financial transactions from anywhere. So consider exploring financial management 
tools that are available for your phone, tablet, or computer. Doing so can eliminate worries about paying the mortgage, no matter where you 
happen to be.

2. CONSIDER USING THE BUCKET APPROACH

At any point in your retirement, your income streams may be producing more cash than you are spending. If so, you’ll want to think about how  
to continue to invest that excess cash flow to help meet both your short- and longer-term needs for both income and growth. When investing, 
make liquidity—how quickly you need access to your cash—a central consideration. In general, the more comfortable you are with risk (for 
reasons of investment horizon and risk tolerance) the greater the level of risk—and potential return—you can afford to pursue.

One approach to consider is to bucket cash for different needs, such as living expenses, short-term goals, and emergencies.

LIVING EXPENSES

You should review the adequacy of your 
emergency fund or set one up if you have 
not already done so—generally it’s best to 
set aside as much as six months of expenses 
for unexpected events. However, one size 
does not fit all. You will need to take into 
account your expenses, liabilities, and other 
individual circumstances in order to determine 
a dollar figure that suits your needs. Consider 
investing this money in a mix of highly liquid 
accounts and less liquid options.

If you have short-term savings goals, 
such as a car purchase or a dream 
vacation, you may want to consider 
investing in low-risk vehicles.

SHORT-TERM GOALS EMERGENCY SAVINGS
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MANAGING YOUR CASH IN RETIREMENT    Continued from page 7.

Use direct or remote deposit  
to manage income sources

Bucket cash  
for different needs

Consolidate accounts 
with one provider

STRATEGIES TO CONSIDER FOR 
MANAGING CASH FLOW

3. TIE IT ALL TOGETHER

The key is to make sure your money can be easily accessed, moved, and invested 
according to your needs. Some people opt to consolidate by putting all their funds 
into a group of accounts with a single provider, so that money can move easily from 
one account to another. Making periodic withdrawals is an approach that can help you 
create a “just-in-time” income stream and allow remaining assets to produce potential 
earnings until you need more cash.

Whatever approach you take, it’s important to choose financial institutions that 
provide the features you need to make your retirement finances easy to manage, 
affordable, and flexible.

4. HAVE A CLEAR PICTURE OF YOUR FINANCES

The cash management system you create in retirement should offer a comprehensive 
view of your finances. Having the ability to access concise, up-to-date reports on your 
cash balances, transactions, and assets can help you prevent any cash flow surprises.

Putting a good cash management system in place now can pay off in the future. For 
example, it can make it easier for you to handle your finances as you grow older. 
Record the specifics, such as direct deposits and automatic transfer schedules, so if 
you are unable to access your account(s), a properly authorized spouse/partner or 
third party can make changes as necessary.

Taking the time to think through the "what ifs" of future cash management also means 
that you get to make the decisions about how you'll be using your financial resources 
during a retirement that may stretch 30 years or more.
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UNDERSTANDING WHERE YOUR PAYCHECK GOES  
For many young investors, navigating a myriad of taxes, debt, and other obligations is common. 

So, you recently picked up your college diploma and settled in at your first job. Congratulations. You now have plenty of newfound freedom 
and money in your pocket—or do you? If you’re like most young workers, the actual dollar figure you take home—after reductions for taxes—
can be a surprise.

For many young investors, managing taxes, debt, and savings can be a challenge. The more you know now, the better prepared you will be to 
start off on the right foot. Here are some money concepts to be aware of as you seek to make the most of your paycheck and build a healthy 
financial future.

LIFE AND MONEY

1

2

Understand taxes and deductions
Before you see your take-home pay, your employer is required to pay for a variety of income taxes on your behalf, such as state 
and federal income tax. During tax season, you can file an income tax return for the taxes that were withheld. 

 > You may also see additional FICA taxes, which is the government program that funds Social Security and Medicare. 

 > Mandatory pretax contributions to either the University of California Retirement Plan (UCRP) or the Defined Contribution 
Plan will be shown on your paystub.

 > If you’re enrolled in the UC Retirement Savings Program, your contributions will also be shown on your paystub. 

Deal with debt and build good credit
Not all debt is created equal, and because debt can affect your credit score, consider developing a strategy to tackle it. 

Prioritize paying off credit cards. Since credit cards typically carry high interest rates, consider choosing the highest rate card to 
pay. Make a promise to yourself to pay the minimum payment and as much as you can possibly afford every month. 

Begin paying off student loans. Most student loans allow a brief grace period following graduation, during which no payments 
are due. Once that period is up, however, you’ll need to begin payments unless you qualify for a deferment due to unemployment 
or health problems. Federal loans offer several repayment options, including an income-based option that may enable you to 
meet the minimum payment.

Build your credit score. Building good credit can help you qualify for low-interest loans, score an apartment, get a job, qualify for 
a mortgage, and help create the life you want to live. The most important element credit agencies consider when figuring your 
credit score is your payment record. 

Study your spending habits. Most banks and credit card companies make it easy to access your spending records online, making 
budgeting easy. You can use your spending history to make informed estimates of your future expenses. With this information, 
you can prioritize your goals and make sure that you’re spending money on things you really care about. 

Automatically save up. It’s always tempting to put off saving until later, but there are ways to make it routine. If you have direct 
deposit, consider arranging for your bank or brokerage account to direct a portion of each paycheck into a savings account. If 
it’s not in your checking account, your budget will automatically adjust. You probably won’t feel the difference—and you’ll start 
building a stash for a rainy day.

Create an emergency fund. At some point, you’re likely to have an urgent need for cash, whether your car breaks down, you get 
laid off, or you need to move for a new job. In all cases, you need a financial cushion to fall back on. Gradually build at least three 
months’ worth of living expenses in an easily accessible savings account, and only touch it when absolutely necessary.
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UNDERSTANDING WHERE YOUR PAYCHECK GOES    Continued from page 9.

Start saving for retirement
One important financial move you can make is to start saving for your future. If you are a Career employee, UC helps you prepare 
for retirement through its primary retirement benefits: the UCRP pension plan for members hired before July 1, 2016, and Pension 
Choice or Savings Choice for members hired on or after July 1, 2016. 

However, if you’re like most people, you’ll work for several employers during your career. That means you might not stay at UC long 
enough to build up your primary retirement benefits. 

To help fill the gap, consider saving a bit extra in UC’s 403(b) Plan. When you start early, even a 1% contribution can make a difference.

This hypothetical example is for illustration only. It assumes a single filer with an average tax rate of 20%, and bi-weekly contributions of 1% for the next 
25 years. Contributions earn a hypothetical 6% rate of return compounded bi-weekly. No loans or withdrawals are taken. Your own Plan account may earn 
more or less and taxes will be due when you withdraw from the account. Distributions before age 59½ may also be subject to a 10% penalty. Contribution 
amounts are subject to IRS and Plan limits. Systematic investing does not ensure a profit or guarantee against a loss in a declining market. This example 
is for illustrative purposes only and does not represent the performance of any security. Consider your current and anticipated investment horizon when 
making an investment decision, as the illustration may not reflect this. The assumed rate of return used in this example is not guaranteed. Investments that 
have potential for 6% annual rate of return also come with risk of loss.

$10,000

$5,800
$29,000

FOR EVERY

YOU EARN

THAT'S NOT SMALL CHANGE.

a 1% change in your UC 403(b) 
contribution reduces your bi-weekly  
paycheck by about $3, assuming  
you're a single filer.

But contribute that additional 1%  
for 25 years and, for every $10,000  
you make, your account balance could  
increase by roughly

If you earn $50,000  
annually, you could have  
a total of

LOOK AHEAD WITH CONFIDENCE

As you continue to wrap your arms around your new financial responsibilities, embrace the changes and enjoy the process. It takes time to 
become financially established, but keep in mind that you are in a unique position: You have a new degree of freedom to create the life you 
want to live, and you have the time to keep learning and growing.

Building healthy financial habits is a critical part of creating the life you have always dreamed of living. By staying organized, saving for 
retirement, reducing debt, building credit, and sticking to a budget, you’ll be able to get that much closer to achieving your financial goals.

3

The information provided is general and educational in nature. It is not intended to be, and should not be construed as, legal or tax advice. Fidelity does not provide 
legal or tax advice. Laws of a specific state or laws relevant to a particular situation may affect the applicability, accuracy, or completeness of this information. Consult 
an attorney or tax adviser regarding your specific legal or tax situation. 

This information is intended to be educational and is not tailored to the investment needs of any specific investor.

The University of California intends to continue the benefits described here indefinitely; however, the benefits of all employees, retirees, and plan beneficiaries are 
subject to change or termination at the time of contract renewal or at any time by the University or governing authorities.  If you belong to an exclusively represented 
bargaining unit, some of your benefits may differ from the ones described here.

Keep in mind that investing involves risk. The value of your investment will fluctuate over time and you may gain or lose money.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917 
© 2017 FMR LLC. All rights reserved. 
799193.1.0


