The Regents of the University of California

COMMITTEE ON COMPENSATION
September 18, 2013

The Committee on Compensation met on the above date at UCSF-Mission Bay Conference
Center, San Francisco.

Members present: Regents Blum, De La Pefia, Feingold, Kieffer, Reiss, Ruiz, and Wachter;

Ex officio members Brown, Lansing, and Varner; Advisory member Gilly

In attendance: Regents Flores, Island, Makarechian, Newsom, Pattiz, Schultz, and Zettel,

Regents-designate Engelhorn, Leong Clancy, and Saifuddin, Faculty
Representative Jacob, Secretary and Chief of Staff Kelman, Associate
Secretary Shaw, General Counsel Robinson, Co-Acting Chief Investment
Officers Stanton and Wedding, Provost Dorr, Executive Vice President
Brostrom, Chief Financial Officer Taylor, Senior Vice Presidents Dooley
and Stobo, Vice Presidents Duckett, Lenz, Mara, and Sakaki, Chancellors
Block, Blumenthal, Desmond-Hellmann, Dirks, Drake, Khosla, Leland,
Wilcox, and Yang, and Recording Secretary Johns

The meeting convened at 11:40 a.m. with Committee Chair Kieffer presiding.

1.

APPROVAL OF MINUTES OF PREVIOUS MEETING

Upon motion duly made and seconded, the minutes of the meetings of July 18 and
August 8, 2013 were approved.

APPROVAL OF INCENTIVE COMPENSATION FOR FISCAL YEAR 2012-13
FOR JOHN STOBO AS SENIOR VICE PRESIDENT - HEALTH SCIENCES
AND SERVICES, OFFICE OF THE PRESIDENT AS DISCUSSED IN REGENTS
ONLY SESSION

Background to Recommendation

The Clinical Enterprise Management Recognition Plan (CEMRP), previously approved by
the Regents, is a clinical incentive plan that provides financial awards based on meeting
or exceeding targets for quality of care, financial performance, and other objectives, such
as patient satisfaction, for the Health Sciences and Services system. The plan drives
alignment of the five UC medical centers on the achievement of institutional,
organizational, and individual objectives. It is common market practice to provide
incentive opportunities to employees in the health care industry.

The Office of the President requested approval of an annual incentive award of
$115,988 for Dr. John Stobo as Senior Vice President — Health Sciences and Services.
This proposed award for Plan Year 2012-13 falls under CEMRP. Incentives of this type
are common practice at other major teaching hospitals with which the University competes
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for talent. Medical center operating revenues fund CEMRP awards; no State funds are
used.

The CEMRP 2012-13 Plan Year was a challenging year for the University’s clinical
enterprise, which broke new ground in collaborative activity to respond to health care
reform, performance improvement, and health system development under Dr. Stobo’s
leadership. This progress has come from the collaborative work and commitment of
health care providers, operational staff, and executive leaders throughout the five UC
medical centers and their affiliated clinics. Dr. Stobo achieved the “Target” award
opportunity with regard to his individual objectives during this Plan Year.

This award has been approved by the CEMRP Administrative Oversight Committee.

Recommendation

The Committee recommended approval of the Plan Year 2012-13 Clinical Enterprise
Management Recognition Plan (CEMRP) award for Dr. John Stobo as Senior Vice
President — Health Sciences and Services, Office of the President. The recommended
incentive award of $115,988 is 20 percent of his base salary.

Recommended Compensation

Effective Date: upon approval

Base Salary: $580,000

CEMRP Award: $115,988 (20 percent of base salary)

Base Salary Plus Recommended CEMRP Award: $695,988
Funding Source: non-State-funded

Prior Year Data (2011-12 Plan Year)

Base Salary: $580,000

CEMRP Award: $130,500 (22.5 percent of base salary)
Base Salary Plus CEMRP Award: $710,500

Funding Source: non-State-funded

The compensation described shall constitute the University’s total commitment regarding
incentive compensation until modified by the Regents or the President, as applicable
under Regents policy, and shall supersede all previous oral and written commitments.
Compensation recommendations and final actions will be released to the public as
required in accordance with the standard procedures of the Board of Regents.

[Background material was provided to Regents in advance of the meeting, and a copy is
on file in the Office of the Secretary and Chief of Staff.]

Governor Brown expressed misgivings about the practice of paying incentives, which has
expanded in recent decades, and questioned the criteria used to determine whether
employees receive incentives or not. Executive Vice President Brostrom recalled that at
the beginning of President Yudof’s tenure, about five years earlier, there were more than
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70 different incentive programs in operation throughout the UC system. These programs
were of various kinds, not standardized. The University carried out a thorough inventory
and review of these programs and eliminated all but two programs, which are market-
based. The Clinical Enterprise Management Recognition Plan applies to UC’s entire
medical enterprise, not only executives; virtually every employee is eligible for incentive
compensation. The other incentive program, in the Office of the Chief Investment
Officer, is also market-based. A large percentage of pay for these professionals is at risk.
The University has moved from offering over 70 to only two incentive programs.

Governor Brown asked if health care workers represented by the American Federation of
State, County and Municipal Employees (AFSCME) receive incentive pay. Vice
President Duckett responded in the affirmative; this is the case for all unionized workers
at UC medical centers.

Governor Brown questioned the value proposition of an incentive program for UC health
care workers: for example, would infection rates be higher at UC hospitals if the
University did not pay employees a bonus? Mr. Brostrom responded that the University
set itself a systemwide goal to reduce infection rates. For example, there has been sharing
of best practices and cross-training which have resulted in meaningful reductions in blood
infection rates.

Governor Brown recognized that the incentive program has desirable goals, but
questioned its premise. He expressed concern that UC medical employees would be
motivated by money rather than by prestige, loyalty, human empathy, or professional
pride. Governor Brown stressed that he was troubled by the idea that the Hippocratic
Oath might be improved upon by paying a bonus.

Committee Chair Kieffer stated that Governor Brown had raised important questions. He
asked UC senior managers to comment on practices not related directly to infection rates,
but that might lead to lower infection rates, on the state of UC’s medical centers over the
years, and on the financial risks involved. Vice President Duckett observed that
individuals not directly involved in administering medical care, such as workers who
provide janitorial services in UC hospitals, can have an effect on infection rates. If rooms
are not cleaned well, this can increase infection rates. Incentive programs at the medical
centers help to focus the institution on certain goals, such as lowering infection rates or
using joint purchasing. These programs also encourage employees to consider how they
as individuals can benefit the enterprise.

Governor Brown again stated that he understood the value of the incentive program goals
and the importance of measuring results, but expressed his misgivings about using money
as a motivation to focus employees’ attention on goals. The concept of monetary
incentives had a meretricious element that he found distasteful. He suggested that the
University continue to discuss the issue of incentive programs and explore the question of
whether they were in fact necessary.
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Committee Chair Kieffer asked Mr. Brostrom to report back at a future meeting with an
evaluation of the medical incentive program, indicating whether the program has made a
difference over time in any area, and whether it is unnecessary. Mr. Brostrom responded
that he could provide this information. He noted that the University had eliminated its
other incentive programs for some of the reasons cited by Governor Brown.

Chairman Varner recalled that the University had examined its entire compensation
system, including its incentive programs, of which many were eliminated. He suggested
that the University respond to Governor Brown’s concerns by articulating the reasons for
the existing incentive programs or considering revisions to them.

Upon motion duly made and seconded, the Committee approved the President’s
recommendation and voted to present it to the Board.

3. APPROVAL OF INCENTIVE COMPENSATION FOR FISCAL YEAR 2012-13
FOR MELVIN STANTON AS ASSOCIATE CHIEF INVESTMENT OFFICER,
OFFICE OF THE PRESIDENT AS DISCUSSED IN REGENTS ONLY SESSION

Background to Recommendation

The Office of the Chief Investment Officer (CIO) Annual Incentive Plan (AIP) is a
performance-based incentive plan that places a certain amount of pay at risk for each
participant, and pays out only if certain investment and other performance standards are
met or exceeded. The Plan is a typical component of total cash compensation for
investment professionals. Awards are based on a rolling three-year assessment against
performance benchmarks and a portion is deferred for payout in subsequent years to help
retain staff and focus efforts on adding longer-term value.

Assets under management total $78.5 billion. For the 2012-13 Plan Year, the Office of
the CIO added approximately $770 million of value in excess of the benchmark.

The President requested approval of an annual incentive award of $331,344 for Melvin
Stanton, for his role as Associate Chief Investment Officer (ACIO). Mr. Stanton is
currently the Co-Chief Investment Officer, but was the ACIO during the 2012-13 Plan
Year. This award is funded entirely through investment assets.

Recommendation

The Committee recommended approval of the Plan Year 2012-13 Office of the Chief
Investment Officer Annual Incentive Plan award for Melvin Stanton as Associate Chief
Investment Officer. The recommended incentive award of $331,344 is 108 percent of his
base salary.

Recommended Compensation
Effective Date: upon approval
Base Salary: $306,800
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AIP Award: $331,344 (108 percent of base salary)
Base Salary Plus Recommended AIP Award: $638,144
Funding: non-State-funded

Prior Year Data (2011-12 Plan Year)

Base Salary: $306,800

AIP Award: $331,348 (108 percent of base salary)
Base Salary Plus AIP Award: $638,148

Funding Source: non-State-funded

The incentive compensation described above shall constitute the University’s total
commitment regarding incentive compensation until modified by the Regents or the
President, as applicable under Regents policy, and shall supersede all previous oral and
written commitments. Compensation recommendations and final actions will be released
to the public as required in accordance with the standard procedures of the Board of
Regents.

[Background material was provided to Regents in advance of the meeting, and a copy is
on file in the Office of the Secretary and Chief of Staff.]

Committee Chair Kieffer briefly introduced the item.

Upon motion duly made and seconded, the Committee approved the President’s
recommendation and voted to present it to the Board.

4. AMENDMENT OF REGENTS POLICIES TO CONFORM TO THE REVISIONS
TO SENIOR MANAGEMENT GROUP GOVERNANCE

The President recommended that the following Regents policies be amended, as shown in
Attachments 1 through 7, effective upon approval of the related amendments to the
Bylaws and Standing Orders to be presented to the Committee on Governance at the
September 2013 meeting:

1. Regents Policy 7201: Principles for Review of Executive Compensation

2. Regents Policy 7701: Senior Management Group Appointment and Compensation

3. Regents Policy 7705: Senior Management Group Hiring Bonus

4. Regents Policy 7706: Reemployment of UC Retired Employees into Senior
Management Group and Staff Positions

5. Regents Policy 7709: Senior Management Group Automobile Allowance

6. Regents Policy 7710: Senior Management Group Moving Reimbursement

7. Regents Policy 7711: Senior Management Group Relocation Allowance

[Background material was provided to Regents in advance of the meeting, and a copy is
on file in the Office of the Secretary and Chief of Staff.]
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Executive Director Larsen explained that this item sought approval for technical and
other changes to align with the Adoption of Revisions to Governance of Senior
Management Group Compensation approved by the Regents in November 2012. There
were also conforming amendments to the Regents’ Bylaws and Standing Orders that
would be presented to the Committee on Governance later that day. Mr. Larsen recalled
that many of the changes to governance of Senior Management Group (SMG)
compensation that the University adopted over the last few years had been in direct
support of the recommendations from the Regents’ 2009 Task Force on UC
Compensation, Accountability and Transparency. These changes had aligned the
University’s policies with best governance practices in higher education, simplifying the
compensation programs, establishing clear and specific responsibilities and
accountabilities for oversight, balancing delegation and accountability, while maintaining
one of the most rigorous standards of transparency of any public or private employer.

Committee Chair Kieffer drew attention to materials presented with the item regarding
approval authority for SMG appointment and compensation transactions. He noted that
the University had responded to calls for simplification and an understandable set of
delegations. He asked Mr. Larsen to summarize the relevant parameters. Mr. Larsen
explained that the SMG population is defined as the executive leadership of the
organization, comprising approximately 200 individuals. In the past, the Regents were
presented with all appointment and compensation transactions for that group, as many as
30 distinct agenda items for Regental review and approval at some meetings. As specified
in the Regents’ November 2012 action, the SMG population is divided into two groups.
Level One SMG appointments are the highest level: the President, the direct reports to
the President, and direct reports to the Regents. This group comprises 27 individuals. The
Regents are responsible for reviewing and approving transactions for this group on a
regular basis. Level Two SMG appointments are direct reports to Level One, about 170
individuals. Transactions regarding Level Two SMG members have been delegated to the
President and chancellors when salaries are below the 75th market percentile.
Transactions involving salaries above this percentile or exceptions to policy are brought
to the Regents for review and approval. This governance structure and mechanism is
consistent with practices of other institutions of higher education.

In response to a question by Committee Chair Kieffer, Mr. Larsen confirmed that the
Regents are responsible for approval of actions in which an individual receives a ten
percent or greater increase over the total compensation of his or her predecessor, with
“total compensation” defined in a broad manner. Mr. Larsen emphasized that the
University’s standards of transparency have not changed. All transactions for all
individuals earning more than $295,000 are reported. The Board is informed of those
transactions that have been delegated to the chancellors or President.

Regent Ruiz noted that the Regents could not oversee the hundreds of appointment and
compensation decisions that the University must make. It is important that this process
allow the Regents to capture exceptions.
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Regent Feingold expressed support for this process, but noted that it would have been
preferable for some actions that had been reviewed and approved by the Chair of the
Committee on Compensation to be reviewed by the entire Committee. Committee Chair
Kieffer concurred and asked that chancellors submit their requests in time for the Regents
meetings whenever possible.

Regent Makarechian proposed an amendment to language in Attachment 2, Regents
Policy 7701: Senior Management Group Appointment and Compensation, in section I11.
A., from “The Regents, upon the recommendation of the President, must approve adding
a position to the SMG or eliminating an SMG Level One position” to “Addition of an
SMG position or elimination of an SMG Level One position must be approved by the
Regents, upon the recommendation of the President.”

Upon motion duly made and seconded, the Committee approved the President’s
recommendation as amended and voted to present it to the Board.

The meeting adjourned at 12:00 p.m.

Attest:

Secretary and Chief of Staff
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Additions shown by underscoring; deletions shown by strikethrough

Regents Policy 7201: PRINCIPLES FOR REVIEW OF EXECUTIVE COMPENSATION

Approved May 15, 1992
Amended November 19, 1993, January 21, 2010, and July 15, 2010

WHEREAS, the Regents recognize that the people of California have entrusted them with the
responsibility for careful stewardship of the resources of the University of California; and

WHEREAS, the Regents are committed to public access, awareness, knowledge, and
understanding of The Regents' decision-making processes; and

WHEREAS, public concerns about the openness of Regents' deliberations with regard to
executive compensation require a response;

NOW, THEREFORE, BE IT RESOLVED that the following principles shall obtain with regard
to activities involving executive compensation:

1. Executive compensation shall include all elements of compensation identified in the Regents
Policy on the Definition of Total Compensation, including all salary and other cash payments, all
one-time payments/reimbursements, and all benefits and perquisites, that are applicable to
members of the Senior Management Group (SMG); and

2. Discussions of and actions on executive compensation programs shall occur in open session of
the Committee on Compensation. All members of the Board shall be invited to attend such
meetings. Final action regarding such programs shall occur in open session of the Board at a
meeting held no sooner than twenty days following the meeting at which a recommendation
requiring Board approval shall have been considered by the Committee on Compensation.
Information and background materials shall fully and clearly disclose all relevant and material
facts related to executive compensation programs, such as annual reviews of market data and
comparison studies that form the analytical bases for the establishment of executive
compensation levels. These materials shall be provided in advance of the meeting in such a
manner as to afford sufficient opportunity for review and understanding of the contents; and

3(a). Except as provided in section 3(b) below, discussions concerning appointment,
employment, performance, compensation, or dismissal of those SMG members_for whom
Regental action is required, and actions with respect to recommendations concerning such
matters, shall occur in closed sessions of the Committee on Compensation, consistent with the
Education Code and the Bagley-Keene Open Meeting Act.

3(b). Notwithstanding section 3(a), any action taken by a committee of the Regents, and_any final
action by the full Board of Regents, on a proposal adopting or modifying the Total
Compensation of any member of the SMG for whom Regental action is required shall occur in
an open session of each of those bodies, and shall include a disclosure of the compensation




package and rationale for the action. The specific proposal will be made available to members of
the public in attendance, prior to the commencement of the open session at which it will be voted
upon.

Agendas for such meetings shall be provided to all Regents in advance of the meeting and shall
contain information and background materials sufficient to lead to a full understanding of the
matters under discussion, including all compensation elements relevant to each individual officer
under consideration. All members of the Board shall be invited to attend.

The meeting notice for any meeting at which compensation for a member of the SMG shall be
voted upon shall include the title of the SMG member; and

4. Any paid leave of absence for Officers of the University granted by the President pursuant to
Standing Order 100.4(e), shall be reported to the Board by the President. Any paid leave of
absence for the President, or for Principal Officers of The Regents shall be approved by The
Regents. Any paid leave of absence that exceeds ninety days for Chancellors, the Ernest Orlando
Lawrence Berkeley National Laboratory Director, Executive Vice Presidents, Senior Vice
Presidents, and other Vice Presidents shall be subject to approval by the Board of Regents; and

5. All actions by the Regents affecting executive compensation and paid leaves of absence for
members of the SMG shall be released to the public in a timely manner consistent with Bylaw
14.7. It is the intention of The Regents that administrative mechanisms to implement this
provision shall be coordinated, strengthened and refined; and

6. Annual reports on the level of compensation for Officers of the University and Principal
Officers of The Regents shaII be submltted by the PreS|dent to the Regents&%%h&@ahiemra
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Senior Management Group

Salary-and-Appointment and Compensation

Approved September 18, 2008
Amended March 19, 2009-and; September 16, 2010, and

Responsible Officer: Vice President-Human Resources
Responsible Office: Human Resources
Effective Date: Mareh-1,-2009

Next Review Date: The Responsible Officer will review the policy annually for update
purposes and will conduct a full review at least every three years.

Who Is Covered: All employees whose position is designated to be in the Senior
Management Group;_(SMG), inclusive of Officers of the University per Regents
Standing Order 100.1.a, and non-SMG members appointed to an SMG position on an
acting or interim basis.

CONTENTS

|. Policy Summary

Il. Policy Definitions

lll. Policy Text

IV. Approval Authority

V. Compliance

VI. Revision History

VII. Implementation Procedures
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[. POLICY SUMMARY

This policy provides direction and authority for appeintingcreating and
elassifyingeliminating positions in the Senior Management Group (SMG)), for appointing
SMG members to those positions and_for establishing, approving, reviewing and
revising any salary andfor Salary-Grade-ehangesother compensation terms for SMG
members.

[I. POLICY DEFINITIONS

Career Appointment: An appointment established at a fixed or variable percentage of

time at 50 percent or more of full-time that is expected to continue for one year or
longer.

Compensation: For purposes of University employment, “compensation” is defined in
the Policy on Definition of Total Compensation (Regents Policy 7200).

Exception to Policy: An action that exceeds what is allowable under current policy or
that is not expressly provided for under policy. Any such action must be treated as an
exception and must be reviewed and approved by the Regents.

Executive Officer: The University President, Chancellor, or Laboratory Director.

Market Reference Zone: A unigue range of base salary for each functional position in
the Senior Management Group.

Performance: The fulfillment of job responsibilities and individual goals and objectives

assigned to the incumbent.

Retroactive Action: An action that is effective more than 45 days earlier than the date
it is approved.

Senior Management Group (SMG): Individuals whose career appointment is in the
Senior Management Group personnel program. Employees with a dual academic
appointment at 0% shaland an appointment to a Senior Management Group position
will be considered to possess a career appointment in the Senior Management Group.
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SMG Level One: The position of President, all SMG positions that directly report to the
Regents and/or the President, and the Chief Executive Officers of the medical centers.

SMG Level Two: All SMG positions that are not in SMG Level One.

Top Business Officer: Executive Vice President—Business Operations for the Office of
the President, Vice Chancellor for Administration, or the position responsible for the
location’s financial reporting and payroll as designated by the Executive Officer.

[ll. POLICY TEXT

A. The Senior Management Group (SMG)

The Senior Management Group is a personnel program that includes certain
leadership positions in the University system.

“Level One” of the SMG includes the position of President, all SMG positions that
directly report to the Regents and/or the President, and the Chief Executive Officers
of the medical centers. All other SMG positions are “Level Two” positions.

The Regents, upon the recommendation of the President, must approve adding a
position to the SMG or eliminating an SMG Level One position. The President may
approve adding an SMG position at a location when the position already exists at
another location. The President, after consultation with the Chair of the Committee
on Compensation, may approve the elimination of an SMG Level Two position.

B. Officers of the University

Officers of the University are those positions identified in Regents Standing Order

100.1.a. Officers of the University appointed to the Senior Management Group are
subject to the terms of this policy according to whether they are SMG Level One or
SMG Level Two. If an Officer of the University is appointed to a personnel program
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other than the SMG, then the approval authority for all appointment and
compensation actions is as described in Section IV.C. of this policy.

C. Market Reference Zones

A market reference zone (MRZ) is a unigue range of base salary for each functional
position in the Senior Management Group. SMG positions responsible for the same
set of core functions will be assigned to the same MRZ. For example, the
individuals performing the functions of a Vice Chancellor—Research at any location
in the University system will be assigned to the same MRZ, even if their precise job
titles are not identical.

The MRZ for a particular functional position reflects market data for base salary.
The MRZ displays the 25th, 50th, 60th, 75th and 90th percentile base salary in the
defined competitive market for that functional position. The market is defined as
those organizations that are similar to the University in size and complexity and are
therefore the organizations with which the University competes for talent.

1. Establishment of Market Reference Zones (MRZS)

The Regents have approved a market reference zone for each functional position
in the SMG. Each MRZ reflects an assessment of the scope of responsibilities,
complexity and breadth of job functions, experience requirements and other
relevant factors for a particular functional position. Additional MRZs may be
added by the Regents.

2. Purpose of SalaryRangesMarket Reference Zones

Fhe-salaryrangesMarket reference zones allow the University to administer and
manage the salaries of SMG members in a manner that is competitive with the

relevant external-comparator-groups,fostersmarket for each functional position,

foster appropriate internal consistency, and facilitatesfacilitate budget control.
3. Review of and Adjustments ef SalaryRangesto Market Reference Zones

The Office of the President—Human Resources will review each MRZ annually
and compare it to the market survey information. If an MRZ no longer reflects
the base salaries offered in the relevant market for that functional position, a
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recommendation to adjust the MRZ may be made to the President. The
President will recommend MRZ adjustments to the ~with-the-concurrenceofthe
Chair-ofthe Committee on Compensation and the full Board for approval-has-the
authority to-approve-adjystmentsto-MRZs.

An adjustment to an MRZ will not automatically result in a change in the base
salary paid to an SMG member who holds a position assigned to that MRZ.
Rather, any adjustments to an incumbent SMG’s base salary will follow the
process outlined in Sections E. and F., below, as applicable.

4. Level of Salary within the MRZ

The University’s ability to pay-competitively-(totaloffer its leaders compensation)
i _terms that are competitive in the relevant regional and national marketplaces

ultimately affects its ability to attract, motivate and retain the talent necessary to

achieve the University’s mission. ltis-the University’s-objective-to-offerThe

essential first step in establishing competitive compensation terms is to assign an

appropriate base salary epportunities-which-arereflected-in-market-competitive
satary-ranges-within the applicable MRZ. A number of factors will be considered

to determine the appropriate pay-and-pesition-in-the-base salary range-for
irdividualswithin the applicable MRZ, including, but not limited to, documented
sustained performance and contributions, internal peer comparability, external
market comparability, and scope and breadth of experience and responsibilities;

gerdehnesr Any adjustments must—bemanaged—tlw&ghe*rsﬂng—p#egmnsend
protocel-asto base salary will follow the process outlined in Sections B—-3J-E.

and F., below.

hasGeneraIIv, salaries near the 25th percentlle of the MRZ will be asanned to

SMGs who may require additional development, growth, or time in order to
become fully proficient in the position. In addition, a salary near the 25th
percentile of the MRZ may be assigned where the SMG’s position is nharrower or
less complex in scope than that of peer positions or the benchmark position(s)
used in surveys of the applicable market.

Salaries near the 50th percentile of the MRZ will be assigned to SMGs who have
significant experience in the position, who isare proficient in the required skills,
who are adept at managing the typical responsibilities, and who hashave
documented and sustained high levels of performance.

50f 18



University of California — Regents Policy 7701
Senior Management Group Salary-and-Appointment and Compensation

Salaries near the 75th percentile of the MRZ will be assigned to SMGs who are

very experienced and have a unique skKill set. In addition, a salary near the 75th
percentile may be assigned where the SMG’s position is moderately broader or
more complex in scope than that of peer positions or the benchmark position(s)
used in surveys of the applicable market. A salary near the 75th percentile may
also be assigned in situations where the talent pool for the position is limited
and/or very competitive.

A salary near the 90th percentile of the MRZ will be assigned to SMGs who have
highly specialized credentials, professional accomplishments and expertise that
set them apart from internal and external peers. In addition, a salary near the
90th percentile may be assigned where the SMG'’s position is highly complex and
significantly broader in scope than that of peer positions or the benchmark
position(s) used in surveys of the applicable market. A salary near the 90th
percentile may also be assigned in situations where a very scarce candidate pool
for the position exists and unique skill sets are critical.

D. Appointments
1. Criteria for Appointment

SMG positions must be filled through the appointment of applicantscandidates
who, in the judgment of the hiring authority, possess the qualifications required to
perform the duties of the position most effectively.

2. Authority for Individual AppeirtmentAppointments to Level One SMG Positions
Individual appointments to all Level One SMG positions must be endorsed by the

President and approved by the Regents. Management-and-SeniorProfessional

MSP)This includes situations where a member of the SMG or some other
personnel program members-who-assume-a-is appointed to a Level One SMG
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position in
acting or temporary basrs

3. Authority for Individual Appointments to Establish-or-Abolish-Senior
Managementl evel Two SMG Positions

Individual appointments to Level Two SMG positions must be approved under

the appropriate approval authority as described in Section IV.C. of this policy.
This includes situations where a member of the SMG or some other personnel
program is appointed to a Level Two SMG position on an acting or temporary
basis.

4. Nature of Appointment

An SMG appointee serves at- will and, therefore, an SMG appointment may be
terminated at any time with or without cause. An SMG member’s at-will status
cannot be altered except by amendment of this policy.

An appointment as an SMG member is normally at 100 percent time. A career
appointment may be at less than 100 percent time, but cannot be less than 50

percent time;-upon-approval-of-the-Regents.

5. Assignment of Titles

AEach SMG position will be assigned a working title-must-be-assigned-to-each
SMGpesition that conveys the organizational level of the position and the nature

and scope of the responsibilities assigned. FheThat working title may not always
be identical to the functional position title used to define the MRZ to which the
SMG’s position belongs. Major changes to SMG titles must be approved by the
President. Minor changes to SMG titles may be approved by the Chancellor,

Laboratory Dlrector or Executive Vice Presrdent— — Busrness Operatlons for the

6. Appointment Salary

The-salaryAt the time of a-rewly-appeintedappointment to an SMG member
sheuld-be-position, the individual will be assigned a base salary within the salary

range-for-theposition—The-position-inthe-salaryrangeas-applicable MRZ that is
consistent with the criteria described in Section 1ll.A-4—abeve,atthe-time-of

appeointmentis-based-on-the-followingfactors:C.4.
—a—Priortrelevant-job-experience
—b—InternalThe appointment salary eguity-with-similarfor any Level One SMG

assessmentsrequrres the endorsement of the Presrdent and apprarsats

LT Hability of fundi
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—e—Market-competitivethe approval of the Regents. Approval authority for a Level
Two SMG’s appointment salary depends on the proposed base salary rates

d-by oand the amount
of any increase over the prior incumbent’s base salarv as stated in Section IV.C.

of this policy for additional information on approval authority..
C. Merit Increase
E. Salary Increases

Any increase in base salary for a Level One SMG requires the endorsement of the
President and the approval of the Regents

The approval authority for increases in base salary for a Level Two SMG depends
upon the base salary plus the amount of the proposed increase as described in
Section IV.C. of this policy.

1. Systemwide Salary Program Increases (e.q., merit increases)

SMG members are eligible for consideration ef-an-annuatbmeritinerease-for
systemwide salary program increases to base salary, such as merit increases, in

accordance with University-procedures-and-funding—Fhe-meritbudgeting

Universitywide guidelines. The process for making such increases will be

eendueted—annualbj—as—part of the larger budgetlng process for UC M&ert

The amount of an individualsindividual SMG’s merit increase award-iswill be
based on the following factors:

ai. The SMG member’s annual written performance appraisal and the SMG'’s

contributions measured against predetermined-goals-and-objectives_that were
assigned at the beginning of the performance period.

bii. The_position of the SMG member’s current pesitionbase salary within the
salary-graderangeapplicable MRZ and his-ex/her base salary relative to
internal eemparable-pesitionspeers in that MRZ.

€iii. The availability of approved merit funding.
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1 The SMG-memberlf an SMG is receiving an administrative stipend, the
stipend will not be included in the determination of the base salary for purposes

of calculating his/her merit increase.

2. Market-Based Increases

A market-based increase in an SMG’s base salary may be appropriate in a

variety of situations, including, but not limited to, the following:

To better align an SMG'’s base salary with the criteria described in Section
I11.C.4., above, given the SMG'’s skills, experience, and contributions.

To correct internal inequities in the relative placement of SMGs in their
MRZ (e.q., in situations where new appointees with skills and experience
comparable to incumbents who have been appointed with higher base

salaries).

When there has been a significant and permanent expansion in the scope
and/or complexity of an SMG'’s position.

To retain an SMG who is considered a finalist for another position; and
histherimmediatethe SMG’s departure would result in severe operational,
service, or functional disruption in aceemplishingthe-mission-of-the
University—and—the University’s ability to accomplish its mission.
Increases for this reason are rare.

2—The SMG-member'smostrecentannualTo be eligible for a market-based
increase in base salary, the SMG’s documented sustained performance ratirg

wasshould be rated at least “Satisfactory>_Performance.”

G_3. Order of Salary Increases

If more than one salary increase is effective on the same date, actions arewill be
processed in the following order:
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1. Apply a meritmarket-based increase, and then

2. A prometionalsystemwide salary program increase

F. Decrease in Base Salary

In certain circumstances, a decrease in an SMG’s base salary may be warranted
(e.q., when an SMG’s position has been reduced in scope or complexity). Any
decreases in base salary for a Level One SMG must be endersedapproved by the
President with the concurrence of the Chair of the Committee on Compensation. and
approved-by-the Regents: Any decreases in base salary for a Level Two SMG must
be approved by the President for the Office of the President, and the Chancellor or
Laboratory Director for their respective locations.

G. Potential Transfers Between Locations (eampusCampus, Laboratory, Office of
the President)

A potential transfer between locations occurs when an SMG member considers
accepting another comparable SMG position (typically a position in the same MRZ)
at a location other than his/her present location. Any salary action recommendations
mustwill be based on the concepts regarding pesitienplacement in the salary
rangeapplicable MRZ presented in Section III.AC.4-—efthispeliey., above, including
documented sustained performance and contributions. In such an event, and
following the SMG member’s tentative acceptance of the offer from the new location,
the SMG member’s current location will be provided with an opportunity to meet, but
not exceed, the wagesalary offer of the new location for a comparable position. This
section of the satary-administration-policy does not apply to situations in which an
SMG member is contemplating another position whichthat is not deemed to be
comparable to his/her current position (e.g., a promotional opportunity or significant
departure from the current position). The intent of this arrangement is to emphasize
the career opportunities being presented in each offer and de-emphasize the
competing salary offers. The Office-ef-theVice President—Human Resources (or
designee) will serve as the broker of such transfer considerations and discussions.

Any inereases-or-othercompensation actions for a Level One SMG that result from
these negotiations must be endorsed by the President and approved by the
Regents. Referto-For compensation actions for a Level Two SMG that result from
these negotiations, the applicable approval authority will depend upon the proposed

base salary (|nclud|nq any proposed increase) as set forth in Section IV.C. of this
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H. Administrative Stipends for Temporary Assumption of Significant Additional
Responsibilities

An empleyeeSMG member may be asked to temporarlly assume anéMG—pesMerk

SMG—BGSI—HGH—I’GSDOHSIbIlItIeS in add|t|on to I:Hs#her—eu#entthose aIreadv assouated

with his/her SMG position. While a temporary assumption of additional
responsibilities does not typically warrant an increase in compensation, an increase
may be warranted for Level Two SMG members in situations where the additional
responsibilities are significant and the SMG member is held fully accountable for the

addltlonal respon5|b|I|t|es In these cwcumstances When—the—tempe#amy—aseumed

melmduaLthe Level Two SMG member may receive aan admlnlstratlve stlpend SO

long as theirhis/her documented performance evaldationsappraisals warrant the
stipend-

Fhese-assignments-and-the-acecompanyingthis additional compensation.
Administrative stipends {i{f-appropriate}-maymay not be approved for an Level Two
SMG member for any other purpose. In addition, an Level Two SMG member may
not receive more than one stipend of any kind at any time. Level One SMG
members are not eligible for administrative stipends.

An admlnlstratlve stipend for a I:evel—QneSMG#nust—beLendered—b%the—FlFesqdent
a-Level Two SMG
member— must be approved bv the abbllcable approval authority wil depending upon
the SMG'’s existing base salary plus the amount of the proposed administrative
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stipend; that combined amount will be considered the proposed base salary for
purposes of this determination, using the criteria outlined in Section IV.C. of this

policy.

An administrative stipend may initially be approved for a period of up to twelve
months in duration. Extensions-efsuch-arrangements-constitute-One extension of
an administrative stipend may be granted by the same approval authority that initially
approved the administrative stipend, provided that the extension is for a period not to
exceed twelve months. Any additional extensron would be an exceptron to policy

. The

purpose of such Irmrtatlons is to ensure that adequate measures are beirg
undertaken to install permanent stewardship of senior leadership positions.

mustamount of any administrative stipend should be commensurate W|th the
additional responsibilities being assumed by the SMG member. An administrative
stipend will not be included in the determination of the base salary for purposes of
calculating an incumbent’s meritincrease_under a systemwide salary program.

l. E—SalaryCompensation Restriction

An SMG member who is appointed at 100 percent time must not receive additional
cash compensation above his/her base salary from an entity managed exclusively
by the University (e.g.,_the Office of the President, the Lawrence Berkeley National

Laboratory, a UC campus, or a UC medical center) for any work or services,
regardless of source or type of payment—Hewever—aMewabteuerreumstanee&in

in the foIIowrnq limited crrcumstances.

1. Payments for teaching University Extension courses (UNEX})-), provided that
such payments are approved as set forth in Section IV.C. of this policy.

2. Administrative stipends payable underas set forth in Section KH. of this policy.

3. Incentive and-recognition-awards payable in-accordance-with-approved-from an

incentive plans-and-recognition-awards-provisions-deseribed-n-plan that has
been approved in the peliey-en-Cashmanner required by Senior Management

Group Incentrve and—ReeegmtreeAwards—Heatth%erenee@empensaueerllan

(Reqents Polrcv 7712)

4. SMG members who are Academic Deans and Provosts may receive up to a 1/12
payment for summer research based on their annual SMG salary, subject to
approval as set forth in Section IV.C. of this policy. In such instances, accrued
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vacation proportionate to the research days worked will be forfeited for the year
in which the compensation for research is received.

Payments and income derived through Outside Professional activities; are
permitted, provided that such activities have been approved in accordance with the
poehiey-enSenior Management Group Outside Professional Activities-_(Regents

Policy 7707).

J. Home Loan Eligibility
Ehg+b+HPyAII SMG members are authorlzed to part|C|pate in the Unlver5|ty home loan

Proqram (Proqram) under the terms of PO|ICV on Unlver5|ty of Callfornla Mortgage
Origination Program (Regents Policy 5305). Although this policy provides the
approval necessary for participation, an SMG member still must be designated to
participate. The President may be-approved-bydesignate the participation of a Level
One SMG. The Chancellor, Lawrence Berkeley-National-Laboratory Director, or the
Executlve Vice Pre&dent—Basmess—@pe#aﬂens—feHhe—@iﬁee—ef—the—Pm&dent—

— Business
Operatlons mav deS|qnate a Level Two SMG for partlcuoatlon at their location based
on the location’s determination of its recruitment and retention needs. The authority
to designate individuals for participation cannot be delegated. Neither authorization
to participate nor approved designation for participation in the Program constitutes
loan approval. Loan approval is contingent upon satisfaction of all Program
requirements. Program parameters can be viewed at
http://www.ucop.edu/facil{elp/productsloan-programs/loan-programs/index.html with
further details available from the Director—Office of Loan Programs or the eampus-or
Laberaterylocal Housing Programs Representative.
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IV. APPROVAL AUTHORITY

A.

B.

C.

Implementation of the Policy

The Vice President-Human Resources is the Responsible Officer for this policy and
has the authority to implement the policy. The Responsible Officer may apply
appropriate interpretations to clarify policy provided that the interpretations do not
result in substantive changes to the underlying policy. The Office of the President
Human Resources will work with the Responsible Officer of each policy to implement
each policy.

Revisions to the Policy

The Regents is the Policy Approver for this policy and has the authority to approve
any policy revisions upon recommendation by the President.

The Vice President—-Human Resources has the authority to initiate revisions to the
policy, consistent with approval authorities and applicable Bylaws and Standing
Orders of the Regents.

The Executive Vice President—Business Operations has the authority to ensure that
policies are regularly reviewed and updated, and are consistent with the Principles
for Review of Executive Compensation (Regents Policy 7201) and other governance
policies.

Approval of Actions

aeﬂens—melumngt AII actlons Wlthm this pollcy—thescL must be approved in

accordance with the following requirements. All actions that exceedare exceptions
to this policy—erthese (including retroactive actions) or not expressly provided for
under any policy— must be approved by the Regents.

1. SMG Level One

For Level One SMG members, the Regents’ approval is expected-thatan

appropriate-required for all appointment and compensation study-wil-accompany
any-requestforan-SMG-membersactions, except as otherwise specifically

provided for in this policy.
2. SMG Level Two

For Level Two SMG members, the approval authority for all appointment and
compensation actions within this policy, except as otherwise specifically provided
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for in this policy, depends on two factors: (1) the placement of the proposed base
salary within the position’s MRZ, and (2) whether an increase of ten percent or
more is being proposed.

If the base salary irereaseplus any administrative stipend will be below the 60"
percentile of the position’s MRZ, the approval of the Chancellor, Laboratory
Director, or Executive Vice President — Business Operations is required for
SMGs at their respective locations. If the base salary plus any administrative
stipend will be at or above the 60™ percentile of the position’s MRZ, the
President’s approval is required. If the base salary plus any administrative
stipend will be at or above the 75" percentile of the position’s MRZ, the Regents’
approval is required. Notwithstanding the foregoing, for systemwide salary
increases, the approval of the Chancellor, Laboratory Director, or Executive Vice
President — Business Operations is required for SMGs at their respective
locations where the SMG's resulting base salary will be below the 60™ percentile
of the position’s MRZ; the approval of the President will be required where the
resulting base salary will be at or above the 60" percentile of the position’'s MRZ.

Additionally, the next higher level of approval authority will be required if the
proposed action will:

a. Resultin an incumbent receiving an increase in base salary of ten percent or
more in that position over the course of a calendar year, excluding any
increases received as part of a systemwide salary program; or

b. Resultin a new appointee receiving a base salary that exceeds the previous
incumbent’s base salary by ten percent or more.

3. Officers of the University

For non-SMG Officers of the University, the President must approve all
compensation and appointment actions, except that increases received as a part
of a systemwide salary program may be approved by the Chancellor, Laboratory
Director, or Executive Vice President — Business Operations as applicable.

4.Exclusions

This policy does not apply to

a. incentive awards, which are governed by Incentive Awards (Reqgents
Policy 7712), or

b. settlement or separation agreements with SMG members or Officers of
the University, which are governed by the Policy on Settlement of
Litigation, Claims, and Separation Agreements (Regents Policy 4105).

V. COMPLIANCE

A. Compliance with the Policy

The following roles are designated at each location to implement compliance
monitoring responsibility for this policy:
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The Top Business Officer and/or the Executive Officer at each location will designate
the local management office to be responsible for the ongoing reporting of policy
compliance, including collecting all relevant compensation package activity, and
creating specified regular compliance reports (such as a monthly compensation
compliance report) for review by the location’s Top Business Officer.

The Top Business Officer establishes procedures to collect and report information,
reviews the specified regular compliance reports (such as a monthly compensation
compliance report) for accuracy and completeness, reviews policy exceptions and/or
anomalies to ensure appropriate approval has been obtained, and submits a copy of
the compliance report to the Executive Officer for signature.

The Executive Officer is accountable for monitoring and enforcing compliance
mechanisms, ensuring monitoring procedures are in place, approving the specified
regular compliance reports (such as a monthly compensation compliance report),
and sending notice of final approval for the reports to the Senior Management
Compensation Office, Top Business Officer, and Local Resources.

The Vice President—-Human Resources is accountable for reviewing the
administration of this policy. The Senior Vice President—Chief Compliance and Audit
Officer will periodically audit and monitor compliance to these policies, and the
process and results will be reported annually to senior management and the
Regents through the Committee on Compensation.

B. Noncompliance with the Policy

Noncompliance with the policy is handled in accordance with the Regents’
Guidelines for Corrective Actions Related to Compensation Practices and Guidelines
for Resolution of Compensation and Personnel Issues Resulting from the Findings of
Audits and Management Reviews.

Noncompliance is reported in the monthly compliance report from each location as
approved by the Executive Officer and reviewed by the Senior Vice President—Chief
Compliance and Audit Officer and the Regents at least three times per fiscal year.

VI. REVISION HISTORY

As a result of the issuance of this policy, the following document is rescinded as of the
effective date of this policy and is no longer applicable:

e Senior Management Group Salary and Appointment (Regents Policy 7701),
dated March 1, 2009

The following document was rescinded as of March 1, 2009:

e Senior Management Group Salary and Appointment (Regents Policy 7701),
effective September 1, 2008

The following documents were rescinded as of September 1, 2008, the originally
approved effective date of thispeliey:Senior Management Group Salary and
Appointment (Regents Policy 7701):

17 of 18



University of California — Regents Policy 7701
Senior Management Group Salary-and-Appointment and Compensation

e Personnel Policies for Senior Managers 11-37 (Establishment of Senior Management
Positions, Titles, Salary Grades), dated July 1, 1996

e Personnel Policies for Senior Managers 11-30 (Salary), dated July 1, 1996
e Personnel Policies for Senior Managers 11-21 (Appointment), dated July 1, 1996

¢ Delegation of Authority 2113 (as it applies to SMG members), dated
February 14, 2000

VII. IMPLEMENTATION PROCEDURES

The Responsible Officer may develop procedures or other supplementary information to
support the implementation of this policy. Such supporting documentation does not
require approval by the Regents.
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IV. APPROVAL AUTHORITY

A.

Implementation of the Policy

The Vice President-Human Resources is the Responsible Officer for this policy and
has the authority to implement the policy. The Responsible Officer may apply
appropriate interpretations to clarify policy provided that the interpretations do not
result in substantive changes to the underlying policy. The Office of the President
Human Resources will work with the Responsible Officer of each policy to implement
each policy.

. Revisions to the Policy

The Regents is the Policy Approver for this policy and has the authority to approve
any policy revisions upon recommendation by the President.

The Vice President—-Human Resources has the authority to initiate revisions to the
policy, consistent with approval authorities and applicable Bylaws and Standing
Orders of the Regents.

The Executive Vice President—Business Operations has the authority to ensure that
policies are regularly reviewed and updated, and are consistent with the Principles
for Review of Executive Compensation (Regents Policy 7201) and other governance
policies.

Approval of Actions

All actions within this policy; or that exceed this policy; must be approved in
accordance with Section IV.C. of the policy on SMG Appointment and Compensation
(Regents Policy 7701).e¢ All actions that are applicable to members of the Senior
Management Group or Officers of the University that are not expressly provided for
under any policy must be approved by the Regents.
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V. COMPLIANCE

A. Compliance with the Policy
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The Senior Vice President—Chief Compliance and Audit Officer will periodically
monitor compliance to these policies, and the process and results will be reported

annually to senior management and the Regents through the Committee on
Compensation.
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Responsible Officer: Vice President—-Human Resources
Responsible Office: Human Resources

Effective Date: January1,2009

Next Review Date: The Responsible Officer will review the policy annually for update
purposes and will conduct a full review at least every three years.

Who is Covered: All UC retired employees (Senior Management Group members;—+aetuding
Deans; staff employees; and academic appointees) who are reemployed into Senior
Management Group positions or staff positions. Recall appointments for academic appointees
are governed by Academic Personnel Policy 200-22205 (Recall for Academic Appointees) and
Academic-Personnel-Policy200,-Appendices-A-and-B,-and-the Guidelines for Rehire of UC
Retirees. This policy is applicable to retired academic appointees who are rehired into SMG or
staff positions; however, it does not apply to academic appointees recalled into academic
administrator, faculty-teaching, eracademic-research, or service appointments.
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[. POLICY SUMMARY

This policy governs the reemployment of all Retired Employees (as defined in Section 1.
below) into Senior Management Group (SMG) or staff positions.

[I. POLICY DEFINITIONS

Career Appointment: An appointment established at a fixed or variable percentage of time at
50 percent or more of full-time;-whieh that is expected to continue for one year or longer.

COBRA: The Consolidated Omnibus Budget Reconciliation Act (COBRA), which gives
University employees and their covered family members the right to temporarily continue their
UC-sponsored group health coverage in situations that would ordinarily cause the individual to
lose coverage.

Exception to Policy: An action that exceeds what is allowable under current policy or that is
not expressly provided for under any policy. Any such action must be treated as an exception.

Executive Officer: The University President, Chancellor, or Laboratory Director.

Normal Retirement Age: Normal retirement age under UCRP means age 50 with a minimum
of 5 years of service credit for Safety Members and age 60 with a minimum of 5 years of
service credit for all other Members.

Retired Employees: Former University employees (SMG members, staff employees, and
academic appointees) who have separated from University service and elected monthly
retirement income or a lump sum cashout under the University of California Retirement Plan.

Senior Management Group: As-defined-by-Regents-Action-Htem-on-Governancedated

—2008-Individuals whose career appointments are in the Senior Management Group
personnel program. Employees with a dual academic appointment at 0% and an appointment
to a Senior Management Group position will be considered to possess a career appointment in
the Senior Management Group.

SMG Level One: The position of President, all SMG positions that directly report to the
Regents and/or the President, and the Chief Executive Officers of the medical centers.

SMG Level Two: All SMG positions that are not in SMG Level One.

Top Business Officer: Executive Vice President—Business Operations for the Office of the
President, Vice Chancellor for Administration, or the position responsible for the location’s
financial reporting and payroll as designated by the Executive Officer.

[ll. POLICY TEXT

A. Scope

Retired Employees may be reemployed by the University in accordance with the provisions
of this policy, which incorporates requirements developed [1] to address legal concerns
regarding preservation of the tax-qualified status of the University of California Retirement
Plan (UCRP) as described in Section B. below and [2] to address the University’s concerns
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regarding operation of a public retirement plan, administrative feasibility, and compliance as
described in Section C. below.

B. IRS Restrictions for Preserving the Tax-Qualified Status of UCRP

The Internal Revenue Code imposes restrictions on the timing of the distribution of benefits
to participants in defined benefit plans such as UCRP. Generally, payments are permitted
when an employee retires or attains normal retirement age. Otherwise, retirement benefits
should remain in the plan so they will be available to provide support to participants after
they cease working. Failure to satisfy the distribution timing restrictions could disqualify the
plan, which could cause the vested benefits of UCRP members to become immediately
taxable.
If an employee retires before reaching the normal retirement age under a pension plan, the
Internal Revenue Service (IRS) may question whether the employee’s retirement is a true
separation from service or a strategy to access retirement funds that otherwise would not
be available to the employee.
Normal retirement age under UCRP means age 50 with a minimum of 5 years of service
credit for Safety members and age 60 with a minimum of 5 years of service credit for all
other members. Once an employee attains normal retirement age, the IRS no longer is
concerned about an employee’s access to retirement funds because those funds were
intended to be available at that age.
The following factors support a determination that a true separation from service has
occurred for an employee who has not reached normal retirement age:
= The employee and the employer did not engage in discussions regarding
reemployment before the employee’s separation from service. The IRS has singled
out this factor as critical to support the occurrence of a true separation. Therefore,
for employees who have not reached normal retirement age, discussions about
reemployment are prohibited until after the employee has received his or her first
monthly payment or lump sum cashout or 30 days after separation, whichever is
later. (For employees who have reached normal retirement age, discussions about
reemployment prior to actual separation are not prohibited.)
= The length of the break in service before reemployment is reasonable

= Both the employer and the employee intended that a separation from service occur
and that it be permanent

= Upon separation from service, the employee surrendered something of value, such
as seniority rights or access to benefits available only to active employees

= The employer processed the employee as if he or she were separating from
service. For example, a COBRA election or information on retiree health insurance
coverage was provided to the employee upon separation, or benefits not available
to anyone other than active employees were terminated, or a separation date was
entered into the payroll/personnel system

= The employee is reemployed into a position that requires different skills from those
used in his or her prior position or is with a different department or supervisor

= The employee was employed by an unrelated employer prior to reemployment
C. University Policy Restrictions
The following restrictions on the reemployment of Retired Employees are based on

University policy which has been developed to reflect responsible stewardship of the
University related to the perception of individuals drawing a retirement benefit and another
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UC income simultaneously, and to provide public accountability, transparency, and sound
succession planning. Individuals receiving UCRP monthly retirement income who are
reemployed into career appointments and suspend their monthly retirement payments are
exempted from complying with certain restrictions as delineated in paragraph-Section 5
below.
1. University Need
Reemployment must be as a result of University need, such as the Retired Employee
possesses skills and institutional knowledge that the hiring department cannot otherwise
obtain with equal cost effectiveness; the hiring department anticipates a prolonged
process for hiring a replacement; or the hiring department anticipates that the Retired
Employee will assist a replacement to acquire necessary skills and knowledge.
For situations in which a Retired Employee is reemployed on a temporary basis into a
career position (such as the same position held before retirement or another vacant
career position), the job must be posted and a search begun within 30 days of the
vacancy being created and a minimum 30-day recruitment period must be held.
Written documentation on University need must be provided for all reemployment
actions, including specification of the duration of the appointment in order to support the
existence of University need.

2. Breakin Service
A Retired Employee must not be reemployed until there has been a break in service of
at least 30 days, but preferably 90 days. The break in service restriction is not required
to preserve the tax-qualified status of UCRP if the Retired Employee has reached
normal retirement age at the time of separation from service; however, this policy
requires that the break in service restriction be applied to all Retired Employees.—
In addition, employees who have not reached normal retirement age must not engage in
discussions concerning reemployment until after they have received their first monthly
payment or lump sum cashout or 30 days after separation, whichever is later.

3. Appointment Percentage
Due to potential Medicare complications and to minimize situations where individuals
draw a retirement benefit and another UC income simultaneously, this policy requires
that Retired Employees be reemployed with an appointment of no more than 43%
during any 12 month period. Appointments may not normally exceed 12 months.

Appointments in excess of 43% time may be-requested-by-following-the-process
outhnedater-in-this-section approved in accordance with Section IV.C. or Section 1V.D.

of this policy as appropriate. Extensions beyond 12 months may be-regquested-by
folloewing-the process-outlined-in-section-4.-below approved in accordance with Section
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IV.C. or Section 1V.D. of this policy as appropriate. Appointments at 43.75% time or
more provide eligibility to Retired Employees for UC-sponsored employee medical
coverage, which makes Medicare become the secondary payer.

It is the intent of this policy that Retired Employees be reemployed with limited
appointments that do not qualify them for active employee health and welfare benefits,
regardless of whether the Retired Employee has elected monthly retirement income or a
lump sum cashout.

Appointment at no more than 43% also ensures that Retired Employees who elected
monthly retirement income are reemployed with limited appointments and do not
become active members in UCRP.

aYalaalallalViaaVYaYa alla' aYa¥a /] l=

4. Duration of Reemployment
Reemployment in one or multiple positions must not exceed a total of 12 months. If
reemployment is necessary after 12 months has expired, the request must be approved
as-fellews-in accordance with Section IV.C. or Section IV.D. of this policy as

appropriate.:

5. Reemployment into Career Appointments
A Retired Employee who is receiving UCRP monthly retirement income, but agrees to
suspend the payments, may be reemployed into a career appointment subsequent to an
appropriate recruitment and break in service, and is not subject to the policy restrictions
in Sections 1, 3 and 4 above, but is subject to Section 2.

A Retired Employee who took a lump sum cashout may not be reemployed into a career
appointment and is subject to the-abeve-Sections 1, 2, 3 and 4 above.

D. Reporting Requirements and Disclosure
1. Reporting Requirements
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For each Retired Employee reemployed into a staff position, the locations must submit a
completed UCRP Retired Employee Election Form (not required for Retired Employees

who received a lump sum cashout) to the Vice President—Human Resources at the time
the Retired Employee is reemployed:.

o=

b-

In addition, the locations must submit a summary report semi-annually by June 30 and
December 31 of each year to the Vice President—Human Resources that incorporates a
list of all reemployed Retired Employees, with identification of appointments greater
than 43% within a 12-month period and appointments for which other types of variations
from policy have been approved, and provide documentation that required approvals
were obtained.

2. Disclosure

In accordance with University policy, individuals inside or outside the University are
entitled to have access to information in employees' personnel records in conformance
with State of California statutes and University records policies. The Executive Officer
is to establish procedures for the release of information. Examples of information which
is public information and is to be released upon request include name, current salary,
retirement compensation, and appointment type.

IV. APPROVAL AUTHORITY

A. Implementation of the Policy

The Vice President-Human Resources is the Responsible Officer for this policy and has
the authority to implement the policy. The Responsible Officer may develop procedures or
other supplementary information to support the implementation of this policy. Such
supporting documentation does not require approval by the Regents. The Responsible
Officer may apply appropriate interpretations to clarify policy provided that the
interpretations do not result in substantive changes to the underlying policy. The Office of
the President Human Resources; will work with the Responsible Officer of each policy to
implement each policy.

B. Revisions to the Policy

The Regents is the Policy Approver for this policy and has the authority to approve any
policy revisions upon recommendation by the President.

The Vice President—-Human Resources has the authority to initiate revisions to the policy,
consistent with approval authorities and applicable Bylaws flink} and Standing Orders Hink}
of Fhe the Regents.

The Executive Vice President—Business Operations has the authority to ensure that
policies are regularly reviewed and updated, and are consistent with the Senier

Management-Group-Compensation-Policy-PrinciplesHink} Principles for Review of

Executive Compensation (Regents Policy 7201) and other governance policiesfink].

C. Approval of Actions_Authorized by this Policy

Actions authorized by this policy must be approved in accordance with this section.

6 of 10



University of California — Regents Policy 7706
Reemployment of UC Retired Employees Into Senior Management Group and Staff Positions

1. For Retired Employees reemployed into Level One SMG positions, Level Two SMG
positions, or positions designated as Officers of the University but that are not part of
the SMG, reemployment actions must be approved in accordance with Section IV.C.
of the policy on SMG Appointment and Compensation (Regents Policy 7701). The
base salary at the appointment rate in the rehire position will be used to determine
appropriate placement in the Market Reference Zone or salary grade, as applicable.

2. For Retired Employees reemployed into staff positions and whose base salary plus
any other cash compensation in the rehire position (the total cash compensation at
the appointment rate in the rehire position will be used) exceeds the Indexed
Compensation Level:

a. The Regents has the authority to approve reemployment actions that are
applicable to reemployed Retired Employees who report directly to the
President or who are designated by the President as Other Specified

Employees.

b. For staff positions at the Office of the President, the President has the
authority to approve reemployment actions that are applicable to reemployed
Retired Employees who do not report directly to the President.

c. For staff positions at a campus or the Lawrence Berkeley National
Laboratory, the President has the authority to approve reemployment actions
that are applicable to reemployed Retired Employees who report directly to
the Chancellor or Laboratory Director.

d. For staff positions at his/her location, the Chancellor and Laboratory Director
have the authority to approve reemployment actions that are applicable to
reemployed Retired Employees who do not report directly to the Chancellor or
Laboratory Director.

3. For Retired Employees reemployed into staff positions and whose base salary plus

any other cash compensation in the rehire position (the total cash compensation at
the appointment rate in the rehire position will be used) does not exceed the Indexed
Compensation Level:

a. ~Reemployment actions authorized by this policy must be approved in
accordance with local procedures, which must include a provision for review
and sign off by the local Chief Human Resources Officer prior to approval by
the location’s-Exeeutive-Officer-Chancellor or Laboratory Director.

The-Executive-Officer-Chancellor or Laboratory Director may delegate the
authority to approve actions authorized by this policy that are applicable to
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Retired Employees reemployed into staff positions and whose base salary
plus any other cash compensation in the rehire position does not exceed the
Indexed Compensation Level.;-but The Chancellor and Laboratory Director
remains accountable for all reemployment actions at his/her location and for
submission of timely and accurate reports in compliance with Section V.A.
of this policy. Documentation of the delegation of authority must be
submitted to the Vice President—Human Resources. The Office of the
President will conduct periodic audits of delegations and reemployment
actions.

D. Approval of MariatiensFrem Exceptions to this Policy

Unless there is explicit and specific authorization for an action by this policy, the action is
considered to be an-variationfrom-the exception to this policy and must be approved-as
fellows: in accordance with this section.
1. For Retired Employees reemployed into Level One SMG positions, Level Two SMG
positions, or positions designated as Officers of the University but that are not part of
the SMG, reemployment actions must be approved in accordance with Section IV.C.
of the policy on SMG Appointment and Compensation (Regents Policy 7701). The
base salary at the appointment rate in the rehire position will be used to determine
appropriate placement in the Market Reference Zone or salary grade, as applicable.
2. For Retired Employees reemployed into staff positions and whose base salary plus
any other cash compensation in the rehire position (the total cash compensation at
the appointment rate in the rehire position will be used) exceeds the Indexed
Compensation Level:
a. The Regents has the authority to approve reemployment actions that are
applicable to reemployed Retired Employees who:
i. Are designated as Other Specified Employees by the President;
i. Will report directly to the President;
iii. Will report directly to the Chancellor or Laboratory Director, or

iv. Work at the Office of the President.

b. The President has the authority to approve reemployment actions that are
applicable to reemployed Retired Employees who do not report directly to the
Chancellor or Laboratory Director.

3. For Retired Employees reemployed into staff positions and whose base salary plus

any other cash compensation in the rehire position (the total cash compensation at
the appointment rate in the rehire position will be used) does not exceed the Indexed
Compensation Level:

agnedre#eprbﬁThe Iocal Chlef Human Resources Offlcer must review and
sign off on a request for an exception to this policy before submission to the
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location’s Chancellor or Laboratory Director for approval-and-documented-and
oy the | on's E o Officer.

The Chancellor and Laboratory Director may delegate the authority to

approve exceptions to this policy but remain accountable for all reemployment

actions at his/her location.

V. COMPLIANCE

A. Compliance with the Policy

The following roles are designated at each location to implement compliance monitoring
responsibility for this policy:

The Top Business Officer and/or the Executive Officer at each location will designate the
local management office to be responsible for the ongoing reporting of policy compliance,
including collecting all relevant compensation package activity, and creating specified
regular compliance reports (such as a monthly compensation compliance report) for review
by the location’s Top Business Officer.

The Top Business Officer establishes procedures to collect and report information, reviews
the specified regular compliance reports (such as a monthly compensation compliance
report) for accuracy and completeness, reviews policy exceptions and/or anomalies to
ensure appropriate approval has been obtained, and submits a copy of the compliance
report to the Executive Officer for signature.

The Executive Officer is accountable for monitoring and enforcing compliance mechanisms,
ensuring monitoring procedures are in place, approving the specified regular compliance
reports (such as a monthly compensation compliance report), and sending notice of final
approval for the reports to the Senior Management Compensation Office, Top Business
Officer, and Local Resources.

The Vice President—Human Resources is accountable for reviewing the administration of
this policy. The Senior Vice President—Chief Compliance and Audit Officer will periodically
monitor compliance to these policies, and the process and results will be reported annually
to senior management and Fhe-the Regents through the Committee on Compensation.

B. Noncompliance with the Policy

Noncompliance with the policy is handled in accordance with Fhe-the Regents’ Guidelines
for Corrective Actions Related to Compensation Practices flink} and Guidelines for
Resolution of Compensation and Personnel Issues Resulting from the Findings of Audits
and Management Reviews-fhnk}.

Noncompliance is reported in the monthly compliance report from each location as
approved by the Executive Officer and reviewed by the Senior Vice President—Chief
Compliance and Audit Officer and Fhe-the Regents at least three times per fiscal year.

REVISION HISTORY

As a result of the issuance of this policy, the following documents-are is rescinded as of the
effective date of this policy and are-is no longer applicable;

9 0f 10



University of California — Regents Policy 7706
Reemployment of UC Retired Employees Into Senior Management Group and Staff Positions

e Reemployment of UC Retired Employees Into Senior Management Group and Staff
Positions (Regents Policy 7706), dated January 1, 2009

The following documents were rescinded as of January 1, 2009, the original effective date of
this policy, and are no longer applicable ferto Retired Employees reemployed January 1, 2010
or later into Senior Management Group and-or staff positionsrehired-Retired-Employees,and
academic appointees rehired into SMG or staff positions:

e Guidelines for Rehire of UC Retirees

e Reappointment Guidelines for Rehired Retirees

IMPLEMENTATION PROCEDURES fiink}

FREQUENTLY ASKED QUESTIONS
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IV. APPROVAL AUTHORITY

A.

Implementation of the Policy

The Vice President-Human Resources is the Responsible Officer for this policy and
has the authority to implement the policy. The Responsible Officer may apply
appropriate interpretations to clarify policy provided that the interpretations do not
result in substantive changes to the underlying policy. The Office of the President
Human Resources will work with the Responsible Officer of each policy to implement
each policy.

. Revisions to the Policy

The Regents is the Policy Approver for this policy and has the authority to approve
any policy revisions upon recommendation by the President.

The Vice President—-Human Resources has the authority to initiate revisions to the
policy, consistent with approval authorities and applicable Bylaws and Standing
Orders of the Regents.

The Executive Vice President—Business Operations has the authority to ensure that
policies are regularly reviewed and updated, and are consistent with the Principles
for Review of Executive Compensation (Regents Policy 7201) and other governance
policies.

Approval of Actions

All actions within this policy; or that exceed this policy; must be approved in
accordance with Section IV.C. of the policy on SMG Appointment and Compensation
(Regents Policy 7701).e¢ All actions that are applicable to members of the Senior
Management Group or Officers of the University that are not expressly provided for
under any policy must be approved by the Regents.

* Kk k %k % %



V. COMPLIANCE

A. Compliance with the Policy

* k% k% % % %

The Senior Vice President—Chief Compliance and Audit Officer will periodically
monitor compliance to this policy, and the process and results will be reported

annually to senior management and the Regents through the Committee on
Compensation.
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IV. APPROVAL AUTHORITY

A.

Implementation of the Policy

The Vice President-Human Resources is the Responsible Officer for this policy and
has the authority to implement the policy. The Responsible Officer may apply
appropriate interpretations to clarify policy provided that the interpretations do not
result in substantive changes to the underlying policy. The Office of the President
Human Resources will work with the Responsible Officer of each policy to implement
each policy.

. Revisions to the Policy

The Regents is the Policy Approver for this policy and has the authority to approve
any policy revisions upon recommendation by the President.

The Vice President—-Human Resources has the authority to initiate revisions to the
policy, consistent with approval authorities and applicable Bylaws and Standing
Orders of the Regents.

The Executive Vice President—Business Operations has the authority to ensure that
policies are regularly reviewed and updated, and are consistent with the Principles
for Review of Executive Compensation (Regents Policy 7201) and other governance
policies.

Approval of Actions

All actions within this policy; or that exceed this policy; must be approved in
accordance with Section IV.C. of the policy on SMG Appointment and Compensation
(Regents Policy 7701).e¢ All actions that are applicable to members of the Senior
Management Group or Officers of the University that are not expressly provided for
under any policy must be approved by the Regents.
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V. COMPLIANCE

A. Compliance with the Policy
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The Senior Vice President—Chief Compliance and Audit Officer will periodically
monitor compliance to these policies, and the process and results will be reported

annually to senior management and the Regents through the Committee on
Compensation.
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IV. APPROVAL AUTHORITY

A.

Implementation of the Policy

The Vice President-Human Resources is the Responsible Officer for this policy and
has the authority to implement the policy. The Responsible Officer may apply
appropriate interpretations to clarify policy provided that the interpretations do not
result in substantive changes to the underlying policy. The Office of the President
Human Resources will work with the Responsible Officer of each policy to implement
each policy.

. Revisions to the Policy

The Regents is the Policy Approver for this policy and has the authority to approve
any policy revisions upon recommendation by the President.

The Vice President—-Human Resources has the authority to initiate revisions to the
policy, consistent with approval authorities and applicable Bylaws and Standing
Orders of the Regents.

The Executive Vice President—Business Operations has the authority to ensure that
policies are regularly reviewed and updated, and are consistent with the Principles
for Review of Executive Compensation (Regents Policy 7201) and other governance
policies.

Approval of Actions

All actions within this policy; or that exceed this policy; must be approved in
accordance with Section IV.C. of the policy on SMG Appointment and Compensation
(Regents Policy 7701).e¢ All actions that are applicable to members of the Senior
Management Group or Officers of the University that are not expressly provided for
under any policy must be approved by the Regents.
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V. COMPLIANCE

A. Compliance with the Policy
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The Senior Vice President—Chief Compliance and Audit Officer will periodically
monitor compliance to these policies, and the process and results will be reported

annually to senior management and the Regents through the Committee on
Compensation.
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