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Your 2018 Retirement Review, complete with your updated Retirement Readiness 
Score, is available online now. 

Your Retirement Review is a personal statement that shows the monthly retirement 
income you could have from your UC retirement benefits. Note that the Retirement 
Review assumes you will retire from UC at age 65, or your age plus three years if you 
are currently 62 or over.

Most importantly, your Retirement Review includes a readiness score that can help 
you quickly determine how you’re tracking toward your retirement goals.

Here’s what you need to know:

WHAT IS THE RETIREMENT READINESS SCORE?

Your Retirement Readiness Score is the percentage of your  
current income that you’re on track to have at retirement,  
assuming you work for UC for the rest of your career and  
retire from UC at age 65, or your age plus three years if you  
are currently 62 or over.

The score is calculated from the potential retirement income  
provided by your UC retirement benefits: your UC Retirement  
Plan (UCRP) pension and your voluntary savings in the  
UC 403(b), 457(b), and DC Plans. Unfortunately, we are not  
able to create Retirement Reviews for all UC employees at  
this time, but hope to have them available in 2019. 

 > If you are a Career employee, the Retirement Readiness Score1 is automatically calculated for 
you. In general, the 2018 Retirement Review is available to you if you are eligible for a UCRP 
pension benefit, were hired before July 1, 2016, and received pay from UC in November 2017. 

 > If you are in a union which negotiated special retirement benefits and contributions or if 
you belong to two different tiers of the UCRP, you can get your Retirement Readiness Score1 
once you enter your current pay and other information.

 > If your UC retirement plan is either the mandatory Defined Contribution plan or the UC 
Retirement Choice Plan, you do not have access to the Retirement Review this year. 

 > If you are a former UC employee, and you have an account balance of $2,000 or more in the 
UC Retirement Savings Program, you can get your Retirement Readiness Score1 once you enter 
your current pay. It won’t include any savings or benefits you may have outside of your UC 
retirement benefits, unless you manually add them using the modeling tool available in the 
Retirement Review. 
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FIND OUT YOUR ESTIMATED RETIREMENT INCOME   Continued from page 1.

HOW IS MY RETIREMENT INCOME CALCULATED?

The Retirement Review includes both your UCRP pension benefit (if applicable) 
and UC Retirement Savings Program accounts.

 > UCRP pension benefit. UC estimates the amount of your pension benefit  
at age 65, or your age plus three years if you are currently 62 or over, using  
your annual pay and years of service as of November 2017.

 > Savings Plan account balances. If you have a balance in the UC 403(b), 457(b), 
and/or DC Plans, the Retirement Review assumes that your balance stays in the 
plan and earns a hypothetical annual rate of return until you retire.1 

 > Savings Plan contributions. If you are actively contributing to the UC 403(b) 
and/or 457(b) Plans, the Retirement Review assumes you will continue to 
contribute that amount and that your contributions earn a hypothetical  
annual rate of return until you retire.1 

You can view your 2018 Retirement Review 
by visiting myUCretirement.com. You will 
be asked to sign in using the same ID and 
password you use to access your 403(b), 457(b), 
and DC Plan accounts on netbenefits.com. 
Go to myUCretirement.com and select Get 
Retirement Review.

 1Your Retirement Review and Retirement Readiness Score assume you’ll retire from UC at age 65, or your age plus three years if you are currently 62 or over.

HOW ACCURATE IS THE PENSION BENEFIT I SEE IN MY  
RETIREMENT REVIEW? 

The Retirement Review is an estimate based on your recent compensation data. The actual amount of your final pension benefit depends on 
how long you work for UC, your highest average pay, and other factors. 

Here are two things to consider as you explore your Retirement Review: 

 > The average UC retiree has roughly 20 years of service. For most employees, that equates to a UCRP pension benefit at age 60 of 50% 
of their highest average pay. If you were hired on July 1, 2013, or later, that equates to 50% at age 65.

 > If you’re like many people, you’ll work for several employers during your career. That means you might not stay at UC long enough to 
build your UCRP pension benefit to a level that can meet your needs.

What does this mean for you? You may need to save some of your own money to maintain the standard of living you’re used to. And that’s 
where UC’s Retirement Savings Plans (UCRSP)—the UC 403(b), 457(b), and DC Plans—come in. Together, UCRP and the UCRSP help give you 

the best chance for financial security when you retire.

CAN I SEE WHAT COULD HAPPEN IF I SAVE MORE OR RETIRE LATER?

Yes. The Retirement Review includes a modeler that lets you explore different assumptions, such as the amount you save in the UC 403(b) or 
457(b) Plans, or the age at which you retire.

You can use the modeling tool to add in other sources of retirement income, including an IRA and Social Security. Have an old 403(b) or 
401(k) account? Enter it in the modeler too, but remember you have the ability to roll it over into one of your UC retirement accounts. You 
can even add in your spouse or partner’s retirement assets to get a more holistic view of your retirement income.

GET YOUR 2018  
RETIREMENT REVIEW 
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By the time those who bailed started saving and investing again, it was too late to overcome the effects of lost savings and growth 
opportunities. For those who moved their investments to a short-term investment at any point in 2008 or the first quarter of 2009, 
their average balance rose 157% by June 2017. That compares to a 240% increase for those who maintained stocks. Likewise,  
those who stopped contributing to their retirement accounts saw their balances rise 191%, which is good, but it was far less than the 
240% increase for those who kept saving.4

MANAGE RISK WITH A MIX OF INVESTMENTS

Using a mix of stocks, bonds, and cash to help manage the volatility of your portfolio is a key strategy for long-term growth. Research 
suggests that many workplace savers are better positioned than they were 10 years ago. Today, only 11% of those workplace savers 
who have been in their plans since before the crisis are holding 100% in stocks or 100% in bonds, versus about 26% in 2007.5

Looking at workplace savers overall, including those who joined their plans after the crisis, the trends toward holding a diversified 
asset mix are even stronger. Thanks to the adoption of target date funds such as the UC Pathway Funds as retirement savings plan 
defaults, nearly half are now invested in target date funds, including almost 70% of millenials.6 UC Pathway funds help you manage 
risk by combining stocks, bonds and other asset classes in one fund and automatically reduces the risk in your portfolio as you 
approach retirement.

LESSONS FROM THE FINANCIAL CRISIS

RETIREMENT PLANNING

It’s been more than 10 years since the 2007 financial crisis—the worst since the Great Depression. If you’re like most people, you’d rather 
forget the downturn. But recent volatility in the stock markets reminds us that it can be helpful to think about some of the lessons we 
learned—and the financial habits we should adopt. 

A recent study analyzed the behavior of nearly 1.5 million participants in Fidelity workplace retirement plans, and more than 5 million clients 
with individual retirement accounts (IRAs), and found some common themes. 

Based on that study, here are four lessons to keep in mind.

1 INVESTING TIPS TO CONSIDERKEEP A LONG-TERM VIEW

Investments held for longer periods typically show lower volatility than those held 
for shorter periods. The longer you hold on to your investments, the more likely you 
will be able to weather low market periods. Assets such as stocks tend to have higher 
returns over the long term, while assets like money markets tend to be more stable 
but have lower returns over the long term.

Consider this: From late 2007 through early 2009, the S&P 500 lost about 40% of its 
value. For many at the time, it felt like stocks would never recover. That is definitely 
not the case. Over the past 10 years, stocks have climbed to record highs. In the last 
10 years, from June 2007 to 2017, the S&P is up 97%.1

In fact, according to the study, retirement plan savers who stuck with stocks grew 
their balances by an average of about 240%—roughly 50% more than investors who 
bailed out of stocks at any point in 2008 or the beginning of 2009.2

DON’T PANIC

The study revealed that the vast majority of people in workplace savings plans3 
stuck to their long-term saving and investing plans during the financial crisis. But a 
small percentage panicked and moved their investments to a short-term investment 
(such as a money market fund) during 2008 or the first quarter of 2009, or stopped 
contributing to their retirement plan. For many, it took years before they returned to 
their pre-crisis savings rates or stock mix. 

3

2

Keep a long-term view

Don’t panic

Save more

Manage risk with  
a mix of investments
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LESSONS FROM THE FINANCIAL CRISIS  Continued from page 3.

SAVE EARLY, SAVE MORE

Increasing your savings is one of the most powerful things you can do to help boost the 
odds that you will be comfortable in retirement. And, the earlier you do it, the better. 
That’s because your money has more time to grow through compounded investment 
earnings. Consider this, saving $50 more a month at age 25 could grow to over $100,000 
in additional savings at retirement. Starting at age 45 could provide about $26,000 in 
additional savings. It pays to start early, but even a small increase of $50 each month can 
make a difference at retirement.

Target Date Funds are an asset mix of stocks, bonds and other investments that automatically becomes more conservative as the fund approaches its target 
retirement date and beyond. Principal invested is not guaranteed.
1 Source: FactSet. Returns based on the S&P 500 Total Return Index. 
2,5  The average savings rates, account balances and asset allocation data in this story are based on a longitudinal study of active participants in Fidelity record-kept 

corporate defined contribution savings plans. The data looked at a cohort of 1,470,700 participants who were active in workplace savings plans for the entire period 
from June 2007 through June 2017. Please note that past performance is not a guarantee of future results and the averages can obscure significant variation for 
individual account results. 

3,6  Based on Fidelity record-kept corporate defined contribution plans, with 22 million participants, as of June 30, 2017. Data in this presentation exclude tax-exempt 
plans, nonqualified plans, and the FMR Co. plan. It includes data from the Fidelity Advisor 401(k) program. The age bands for the average asset balance were 
defined using birth years: Baby Boomer 1946–1964 (723,386 participants), Gen X 1965–1980 (681,688 participants), and Millennial 1981–1997 (59,138 participants).

4Average account balance for continuous participants in Fidelity workplace savings plans for the 10 years from June 2007 through June 2017. Source: Fidelity.
S&P 500 Index is a market capitalization-weighted index of 500 common stocks chosen for market size, liquidity, and industry group representation to represent U.S. 
equity performance.
It is not possible to invest directly in an index.
Stock markets, especially foreign markets, are volatile and can decline significantly in response to adverse issuer, political, regulatory, market, or  
economic developments.

Next Steps to Consider 

Start saving (more)
You can get started in the 403(b)  
Plan in about a minute. Already 
enrolled? Consider increasing  

your contributions by 1% or 2%.

UCRSPenroll.com
Netbenefits.com

Analyze your plan
Get one-on-one help from a  

UC Retirement Planner to review  
your investments and explore ways  

to reach your financial goals.

1-866-682-7787

4

Explore the  
UC Pathway Funds

The Pathway Funds let you choose one 
fund based on the date you think you 

will retire, or the year you plan to start 
taking money from your account.

UCretirement.com
Search Introduction to the  

UC Pathway Funds
These hypothetical examples assume a 6.0% annual rate of return on fixed monthly contributions of $50, beginning 
at the specific ages mentioned for each individual until age 67. It is assumed that the participant takes no loans or 
hardship withdrawals from the plan. All dollars shown (including increases to monthly retirement paycheck) are 
pretax dollars. Upon distribution, applicable federal, state, and local taxes are due. No federal, state, or local  
taxes; inflation; or account fees or expenses were considered. If they had been, returns and monthly increases 
would be lower. 

25 $108,443
$56,018
$26,744

35
45

STARTING AGE
POTENTIAL ADDITIONAL 
SAVINGS AT RETIREMENT 

Small Steps, Big Progress
Saving just $50 more a month can help turn small steps into big strides, helping 
to improve your results at the finish line.
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LIVING IN RETIREMENT

WORKING IN RETIREMENT—A RULEBOOK
Many people in the United States are continuing to work during retirement for a number of reasons—from fulfilling a personal goal, to 
maintaining social connections, to doing something that provides a sense of purpose. A paycheck also can be a major incentive for those who 
continue to work after “normal retirement age.” 

If you are a UC retiree and a member of UCRP receiving a monthly retirement benefit, you’re eligible to be considered for UC reemployment. 
But there are a few financial rules and regulations to keep in mind if you decide you want to return to work at UC after you retire.

Consider contributing to your UC 403(b), 457(b) or DC 
Plan, and any other retirement accounts, if available. 

Understand the rules for returning to work  
if you are taking a pension benefit from UCRP.

Consider delaying claiming Social Security  
to take advantage of increased benefits.

Consider the tax implications  
of working during retirement. 

Take advantage of medical coverage if you  
work at UC, and consider UC’s Health Savings  
Plan and its related Health Savings Account.

A RULEBOOK FOR WORKING IN RETIREMENT
UC RETIREMENT SAVINGS PROGRAM (403(b), 457(b), AND 
DC PLANS)

In general, you can contribute to the UC 403(b), 457(b), and DC Plans as 
long as you’re working at UC, even if you work part time. Just make sure 
you understand the rules around loans and distributions.

 > Loans. If you’re repaying a 403(b) loan, your loan repayments will  
be deducted from your paycheck. Note that your reemployment may 
affect your repayment schedule. Call a Fidelity representative at  
866-682-7787 for details. 

 > Distributions. You’ll be subject to the plans’ distribution rules. That 
means you won’t be able to take distributions from your DC Plan 
pretax account while you’re working, but you can take a distribution 
from your 403(b) Plan account if you are at least 59½, and from your 
457(b) plan if you are at least 70½.

 > Minimum Required Distributions (MRDs). Minimum required 
distributions (MRDs) from a workplace retirement savings plan are 
generally required beginning at age 70½. But if you are working when 
you reach age 70½, you won’t need to take MRDs from your UC 
403(b), 457(b), and DC Plan accounts until after you stop working. 
Note that you will need to take MRDs from any non-UC employer 
plans, if you haven’t rolled them into one of your UC retirement 
accounts yet. And if you have already begun taking MRDs from your 
UC plan accounts, your MRDs will continue, even if you return to work. 

UC RETIREMENT PLAN (UCRP)

Because UCRP must comply with IRS pension distribution rules, for the 
most part UC retirees are allowed to return to work only under certain 
limited circumstances. In most cases, you won’t accrue new service credit 
or contribute to UCRP during your reemployment period when you return 
to work for UC after retirement. 

You can find a complete discussion in the Returning to UC Employment 
After Retirement fact sheet on UCnet.



page 6

FOCUS ON YOUR

FUTURE SPRING 
2018

SOCIAL SECURITY BENEFITS

Another plus of working longer is that you may be able to delay filing 
for Social Security benefits. While you can begin taking monthly Social 
Security retirement benefits at age 62, in general, the later you claim, 
the more you qualify to receive. If you can delay Social Security beyond 
your full retirement age, your Social Security benefits can increase  
by 8% a year up to age 70. To view your full retirement age, go to  
www.ssa.gov/planners/retire/retirechart.html.

Social security does, however, place some restrictions on the amount 
you can earn. If you choose to receive benefits before you reach full 
retirement age and continue to earn income, you can earn up to $16,920 
in 2018 without a reduction in your benefit amount. If you haven’t 
reached full retirement age and you earn more than that limit, Social 
Security will deduct one dollar from your benefits for every two dollars 
you earn above the threshold. 

If you reach full retirement age during 2018, your earned income 
limit will rise to $44,880 and one dollar in benefits will be deducted 
for every three dollars you earn above the limit until the month you 
reach full retirement age. In truth, you don’t actually lose any of your 
benefit, though. The Social Security Administration will recalculate a 
permanent increase when you reach full retirement age that covers  
any docked funds. 

Continuing to work in retirement can even boost your Social Security 
benefits because they are calculated using your highest 35 years of 
earnings. Keep in mind that your actual benefit could be subject to 
federal and state taxes. 

WORKING IN RETIREMENT—A RULEBOOK  Continued from page 5.

HEALTH AND MEDICAL

According to a recent study, couples retiring at age 65 this year are expected to incur $275,000 in health care costs on average during 
retirement.1 This estimate assumes traditional Medicare coverage and doesn’t include common added expenses such as nursing home or 
long-term care. Fortunately, as with other expenses in retirement, medical expenses are something you can plan and save for, especially if 
you start early.

As long as you work at UC, even part time, you will continue to have access to the full range of medical options UC provides. If you're eligible, 
UC's retiree insurance and Medicare can pay a large portion of your health care expenses in retirement. However, if you've retired from UC 
and are eligible for UC's retiree insurance, you should carefully consider the impact of your return to work on those benefits. Generally, 
returning to work at UC is limited to less than 17.5 hours per week, but if you return to a position which works, on average, more than 
this, then your retiree insurance may end and you may need to receive insurance benefits as an employee. This can impact your costs and 
coverage, especially if you are eligible for Medicare. To learn more, go to ucnet.universityofcalifornia.edu, and search "Returning to Work 
After Retirement." 

One of the best ways to help cover health care costs in retirement is through the Health Savings Account (HSA) that comes with the UC 
Health Savings Plan. HSAs don’t have a use-it-or-lose-it rule, so you can keep some of your HSA money for the future and use some to pay 
qualified medical expenses now. Your HSA contributions, earnings, and distributions are tax-free2 if used for qualified medical expenses—
that’s a triple tax advantage you don’t get anywhere else. Plus UC provides an automatic, annual contribution to your account—$500 for an 
individual or $1,000 for a family. 

Continuing to work in retirement can even boost 
your Social Security benefits because they are 
calculated using your highest 35 years of earnings.
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1 2017 Fidelity analysis performed by its Benefits Consulting group. Estimate based on a hypothetical couple retiring in 2017, at 65 years old, with average life 
expectancies of 85 for a male and 87 for a female. Estimates are calculated for “average” retirees but may be more or less depending on actual health status, area of 
residence, and longevity. The Fidelity Retiree Health Care Costs Estimate assumes that individuals do not have employer-provided retiree health care coverage but 
do qualify for the federal government’s insurance program, Original Medicare. The calculation takes into account cost-sharing provisions (such as deductibles and 
coinsurance) associated with Medicare Part A and Part B (inpatient and outpatient medical insurance). It also considers Medicare Part D (prescription drug coverage) 
premiums and out-of-pocket costs, as well as certain services excluded by Original Medicare. The estimate does not include other health-related expenses, such as 
over-the-counter medications, most dental services, and long-term care. Life expectancies are based on research and analysis by Fidelity’s Benefits Consulting group 
and data from the Society of Actuaries, 2014.

2With respect to federal taxes. State taxes may or may not apply

Fidelity and UC do not provide legal or tax advice. The information herein is general and educational in nature and should not be considered legal or tax advice. Tax 
laws and regulations are complex and are subject to change, which can materially impact investment results. Fidelity cannot guarantee that the information herein is 
accurate, complete, or timely. Fidelity makes no warranties with regard to such information or results obtained by its use, and disclaims any liability arising out of your 
use of, or any tax position taken in reliance on, such information. Consult an attorney or tax professional regarding your specific situation.

IMPACT ON TAXES

It’s possible that continuing to work in retirement might push you into a higher tax bracket, especially if you begin taking taxable 
distributions from your pension benefit that count as income on top of your salary. Knowing how close your current earned income level may 
be to the next tax bracket can help avoid an unpleasant surprise. 

If you need more money than you’re earning, remember that withdrawals from your pretax money in the UC 403(b), 457(b), and DC Plan 
will be subject to income taxes. To help minimize your taxes, consider using funds from after-tax accounts—checking, savings, or brokerage 
accounts—first. 

TAKE THE NEXT STEP

If you’re already working during retirement—or just considering it—there are steps you can take to ensure you’re playing by the rulebook.

 > Consult your tax advisor about your personal situation. 

 > Attend a UC class on Social Security. Go to myUCretirement.com and select Classes to register.

 > Schedule a one-on-one session with a UC Retirement Planner. Visit getguidance.fidelity.com/universityofcalifornia to schedule an  
in-person meeting. 

WORKING IN RETIREMENT—A RULEBOOK  Continued from page 6.

Retired and rehired?
If you’ve retired from UC, you may be able to return to work 
for a limited period under certain restrictions. Go to UCnet 
at ucnet.universityofcalifornia.edu and search “Returning 
to UC” to: 

 > View or download the Returning to UC Employment After 
Retirement fact sheet

 > Access the Returning to Work after Retirement page
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LIFE AND MONEY

PROTECT YOUR IMPORTANT DOCUMENTS AGAINST A 
NATURAL DISASTER
As Californians, we are no strangers to natural disaster. Many of us already have evacuation plans, “go kits,” and other contingencies to 
help weather an emergency. But do you have a similar plan to safeguard your important documents? 

Keeping documents safe and secure doesn’t have to be difficult or expensive, especially if you plan ahead. Here are four tips to consider: 

1.

2.

3.

4.

INVEST IN A QUALITY FIRE SAFE 

Portable safes of all shapes, sizes, and features are available 
online and at retail stores. If you want something larger or more 
permanent, most locksmiths can install a hidden safe in your wall, 
closet, floorboards, basement, and attic. Make sure that the safe 
is air- and watertight and can withstand extensive fire, water, or 
structural damage to your home. You’ll also want to be sure that 
you and your family know the location of the safe and where to 
find the key or combination. 

RENT A BANK SAFE-DEPOSIT BOX 

You can open a safe-deposit box at a bank by yourself or with 
others. Annual rental fees for a small box in a bank vault generally 
range from $30 to $60.1 Larger boxes may cost more and can 
accommodate your important documents as well as irreplaceable 
photos, jewelry, and sentimental keepsakes. 

Store your items in sealed plastic bags or other containers to protect them from water damage. Don’t forget to keep an inventory of 
your safe-deposit box and update it as needed. You also may want to insure it, either through your homeowner’s insurance policy 
or through a special policy. And consider giving a designated power of attorney access to your box in case you are unable to be there in 
person to open it.

MAKE PHYSICAL COPIES 

It’s often easier to replace a birth certificate or other legal documents if you have a photocopy of the original. Keeping paper copies in 
a bank safe-deposit box or at the home of a trusted friend or relative is also an option. 

MAKE DIGITAL COPIES AND STORE THEM ONLINE

You may also want to scan documents or take photos with your smartphone and store them on a secure online server. Housing your 
scanned documents in a cloud environment provides you easy 24/7 access via your smartphone, tablet, or computer. 

Many storage services offer limited cloud space for free—including DropBox, Google Drive, Amazon Drive, and FidSafe from Fidelity 
Investments. In addition to providing up to 5GB of free storage, FidSafe provides checklists to help you organize and prepare your 
critical documents. You can learn more at dropbox.com, google.com/drive, amazon.com/amazondrive, or fidsafe.com. 

If you need more storage capacity, other options are available for a fee. 
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For a more complete listing, visit the Federal Emergency Management Agency (FEMA) website at fema.gov. Type “Protect Your Critical 
Documents” in the search bar, and click the first link on the results list. 

FidSafe® is not a Fidelity Brokerage Services LLC service. FidSafe is a service of XTRAC LLC, a Fidelity Investments company. 

The third parties mentioned herein and Fidelity Investments are independent entities and are not legally affiliated

1 “Safe Deposit Boxes: What to Know,” nerdwallet.com, October 2016.

WHAT TO KEEP

No matter which route you choose to go when protecting your documents, what really matters is having a plan in place. Here’s a general 
summary of the kinds of documents you should consider safeguarding: 

 > Health Insurance ID cards

 > Physician names and phone numbers 

 > Medical and immunization records

 > Prescription information (drug name 
and dosage)

 > Medical powers of attorney health 
proxies, medical directives, living  
wills, etc.

 > Powers of attorney

 > Wills, trusts

 > Attorney names/phone numbers

 > Funeral instructions

 > Federal and state tax returns

 > List of stocks/bonds, brokerage and 
retirement account information

 > Credit card, checking and savings 
account numbers, and who to call for 
emergency customer services 

 > Drivers licenses

 > Birth certificates

 > Adoption papers

 > Social Security cards

 > Passports

 > Citizenship papers

 > Child custody papers

 > Military IDs

 > Pet records, photos, and chip numbers 
(if applicable)

 > Homeowners and auto insurance 
policies

 > Flood and/or earthquake coverage

 > Life, health, disability, and long-term 
care insurance

 > Employee benefits documents 

 > Any other policies you may have

 > Real estate deeds of trust

 > Settlement document from any 
mortgages

 > Auto/boat/RV registrations and 
titles

 > Video and/or pictures inventorying 
your possessions

VITAL RECORDS INSURANCE POLICIES PROPERTY RECORDS

MEDICAL INFORMATION ESTATE PLANNING DOCUMENTS FINANCIAL RECORDS

PROTECT YOUR IMPORTANT DOCUMENTS AGAINST A NATURAL DISASTER  Continued from page 8.
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NEWS AND UPDATES

TAX REFORM—THE BIGGEST CHANGES 
With the close of tax filing season for 2017, now is a good time to consider the 2018 tax year. The most sweeping tax reform package in 
decades took effect on January 1, 2018. You should notice the impact of the changes in your 2018 paychecks soon.

Although a number of changes for retirement savings programs were considered, in its final form the legislation preserved key retirement 
savings incentives. As a result, the changes don’t materially affect your UC retirement savings plans. 

But the rules have changed for income taxes, deductions, college savings, and more. Here’s an overview of the biggest changes to be aware of.

KEY RETIREMENT SAVINGS PLAN FEATURES UNCHANGED

The new law makes no changes to the amount you can contribute to your UC 403(b), 457(b), or DC Plan accounts, and it leaves the favorable 
tax treatment for these plans intact. Likewise, hardship withdrawal provisions and tax rates on early withdrawals remain unchanged. The law 
also left the rules for health savings accounts intact.

ADJUSTED INDIVIDUAL TAX BRACKETS AND LOWER RATES

The new tax code reduced several of the marginal income tax rates (see chart). Those new tax brackets and the other changes to the individual 
tax code are all temporary—Congress will need to act or the rules will revert to 2017 law after December 31, 2025.

FILING AS SINGLE FILING JOINTLY/MARRIED

*Chart does not account for the Medicare surtax on high earners. Source: House of Representatives, Tax Cuts and Jobs Act, December 16, 2017.
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NEW HIGHER STANDARD DEDUCTION

Tax reform combines the personal exemption and standard deduction into a single higher standard deduction, which is indexed to inflation. 
The child tax credit increased and there is a new dependent tax credit. The higher standard deduction for people age 65 and older still exists. 
The new provisions expire for taxable years after December 31, 2025, and the rules return to 2017 tax law.

The new law changes the balance between itemized and standard deductions. Higher standard deductions mean it will make sense for fewer 
people to itemize deductions—so charitable gifts, medical expenses, home mortgage interest, and other itemized deductions all face a 
higher threshold before they become useful.

In addition, the new law directly changes or limits a large number of deductions and credits. Here is a look at how a few of the most popular 
deductions changed:

TEMPORARY INCREASE IN FEDERAL ESTATE TAX EXEMPTION

The law roughly doubles the federal estate tax exemption to $11 million per person ($22 million per couple). This change will help some 
families avoid this tax at the federal level. That limit is indexed to inflation, but will expire and revert back to 2017 law after 2025.

 DEDUCTIONS AND CREDITS RULES FOR 2017 NEW RULES

Mortgage interest $1 million primary, and second homes and  
some home equity debt

Limited to $750,000 of mortgage debt for primary 
and secondary homes. This provision would be 
applicable for taxable years after December 31, 2017, 
and beginning before January 1, 2026, when the limit 
would return to $1,000,000. 

Eliminates deduction for interest on home equity loans 
until taxable years beginning after December 31, 2025.

State and local tax deduction Deductible Capped at $10,000 for sales and state and local property 
taxes or sales and state and local income taxes.

Medical expense deduction Expenses greater than 10% of AGI are 
deductible

Expenses greater than 7.5% of AGI could be deducted 
for 2017 and 2018.

Adoption expense tax credit Expenses up to $13,570 qualify No change.

RULES FOR 2017 NEW RULES FOR 2018–2025

Standard deduction $6,350 per individual
$12,700 married couple filing jointly (MFJ)

$12,000 per individual
$24,000 married couple filing jointly

Child tax credit $1,000 $2,000

Senior citizens  
(over age 65)

Additional $1,500 (single)

Additional $2,500 (couple MFJ, both spouses 
over age 65)

Additional $1,600 (single) 

Additional $2,600 (couple MFJ, both spouses  
over age 65)

Dependent tax credit None $500 per non-child dependent

TAX REFORM—THE BIGGEST CHANGES  Continued from page 10.
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CHANGES TO THE ALTERNATIVE MINIMUM TAX (AMT)

The AMT was designed to prevent high-income individuals from avoiding income tax by piling 
up deductions. It is essentially a parallel method for calculating your income tax liability.

The tax reform law makes changes designed to limit the impact of the tax. The law raises the 
minimum income level at which the AMT applies, from $50,600 to $70,300 for individuals and 
from $78,750 to $109,400 for couples married filing jointly.

NEW CORPORATE TAX RATE AND PASS-THROUGH TAX RATE

Corporate tax rates dropped to 21% beginning in 2018. That tax cut is not scheduled to expire.

Pass-through businesses, businesses structured as sole proprietorships, partnerships, and S-corporations are taxed at individual tax rates, but 
are able to deduct 20% of income. To prevent high-income individuals from taking advantage of this deduction, it is only available to couples 
filing jointly with incomes below $315,000. For income above that level, the rules are complex, but it appears that certain kinds of businesses 
might still be eligible for a partial deduction.

The plan lets businesses fully expense new equipment right away, but the provision will eventually expire.

529 PLANS BECOME MORE FLEXIBLE

The tax legislation allows up to $10,000 per year in 529 savings plan assets to be used for education expenses for grades K–12, in addition to 
college and post-graduate study. It also temporarily increases the contribution limits to ABLE accounts under certain circumstances.

THE BOTTOM LINE

In light of the new legislation, here are a few things you may want to consider and consult with a tax professional about.

 > Rethink your mortgages and deductions: If you have traditionally made charitable gifts or benefited from the mortgage interest or state 
and local tax deduction, look at how the new standard deduction will affect you. The imposition of a cap on state and local tax deductions 
may also impact where some people choose to live in retirement.

 > Look at your education expenses: 529 plans have long offered tax benefits for families saving for college. So if you have kids or grandkids, 
consider how these accounts factor into your savings plans. With the new rules, families that pay for private elementary or high schools 
also may want to consider the benefits of these accounts. Some offer state income tax deductions and preferential treatment for 
investment gains, which can help to manage the cost of education.

 > Estate tax: Even in the absence of tax reform, it makes sense to periodically review your estate plan. If the estate tax limit changes are 
relevant to your plan, it may make even more sense to revisit your strategy. You may want to meet with your estate planning attorney.

 > Small-business income: If you own a small business, you may want to reconsider how you structure your income and the form of your 
enterprise. Depending on the size and particulars of your business, you may want to consider the benefits of incorporation or the 
restructuring of pass-through organizations. Consult with an expert in small-business taxation.

 > Timing corporate expenses: With new rules in place temporarily for expensing capital equipment purchases, business owners may want to 
review their capital expenditure plans.

Fidelity does not provide legal or tax advice. The information herein is general and educational in nature and should not be considered legal or tax advice. Tax laws 
and regulations are complex and subject to change, which can materially impact investment results. Fidelity cannot guarantee that the information herein is accurate, 
complete, or timely. Fidelity makes no warranties with regard to such information or results obtained by its use, and disclaims any liability arising out of your use of, or 
any tax position taken in reliance on, such information. Consult an attorney or tax professional regarding your specific situation. 

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.

Investing involves risk, including the risk of loss.
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