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Overview 
Faculty, academic staff, professional staff, and librarians of the University of Washington (UW), 
who participate in the UW Retirement Plan (UWRP) and who joined the University of 
Washington before March 1, 2011, may be eligible for retirement benefits under the UW 
Supplemental Retirement Plan (UWSRP). The UW Supplemental Retirement Plan is a unique 
plan that is designed to protect UWRP participants against declines in U.S. stock market values 
and U.S. interest rates, which could adversely affect participants’ ability to retire.  
 
While the UW HR Benefits Office provides detailed information on the related plan document 
online, the benefits that eligible participants can expect from UWSRP are determined only after 
retirement as the size of the benefit depends on financial market conditions at the time of 
retirement. Given this uncertainty, the UW HR Benefits Office does currently not provide any 
benefit estimates for participants considering retiring.  
 
To assist our colleagues in assessing possible UWSRP benefits, we have developed an algorithm 
to approximate future benefit calculations. In this document, we summarize our findings based 
on several sample calculations that are intended to improve participants’ understanding of the 
UW Supplemental Retirement Plan.1  
 
Overall, UWSRP can be a source of substantial additional lifetime retirement income. UWSRP 
benefits are generally smaller the further retirement is delayed. Importantly, as intended, 
UWSRP benefits increase when financial markets perform poorly or interest rates drop. 
Finally, UWSRP benefits do not affect ‘regular’ UWRP benefits.   
 
We emphasize that all findings are imperfect approximations and that we do not accept any 
responsibility or liability for any mistakes, omissions, or changes in market conditions that could 
invalidate our findings. 
 
Please contact us if you have questions or suggestions.  

 
1 Our calculations have benefited from discussions with and input from the UW Faculty Council for Benefits and 
Retirement (FCBR), the UW HR Benefits Office, former FCBR chair Robert Bowen, Ed Rice, and Chris Hrdlicka. 
However, this document and all findings in it have not been reviewed or approved by UW HR or FCBR.  

Contact Information:  
Gowri Shankar, Professor of Finance, UWB Business School, shankar@uw.edu. 
Stephan Siegel, Professor of Finance, Foster School of Business, ss1110@uw.edu. 

https://hr.uw.edu/benefits/retirement-plans/plans-closed-to-new-members/uw-supplemental-retirement-plan/
mailto:shankar@uw.edu
mailto:ss1110@uw.edu
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UWSRP Basics: GOAL and ASSUMED Income 
The objective of UWSRP is to ensure that eligible retirees,2 who have contributed to the regular UW 
Retirement Plan (UWRP) for at least 10 years, can expect a minimum retirement income (based on 
an assumed annuitization of their accumulated UWRP contributions) even if financial market 
returns are low as, for example, during or following a recession.  
 
The minimum retirement income is called the GOAL Income and corresponds to at most 50% of 
participants’ highest income while working at UW. Specifically, the monthly GOAL Income is 
calculated as:  
 

2% per year of service 
x Number of years of service (with a maximum of 25 years) 

x Highest average monthly salary over any 24 service months. 
 
To ensure that UWRP participants meet their GOAL Income during retirement, UWSRP provides 
supplemental retirement income whenever the accumulated UWRP contributions at the time of 
retirement are insufficient to provide an annuity income that is at least at least equal to the GOAL 
Income.  
 
The annuity income based on past contributions is called the ASSUMED Income; it is the annuity 
income that would be available to participants if participants had invested the employer and 
employee contributions under UWRP (excluding VIP) in a specific way, and if participants at the 
time of retirement converted the hypothetical accumulated capital into a lifelong annuity income 
(annuitization). The rates used for annuitization vary with economic conditions (in particular 
interest rates) as well as a participant’s age and marital status. 
 
The ASSUMED Income does not depend on the actual investment choices made by participants. 
Instead, for purposes of calculating the ASSUMED Income, it is assumed that all contributions were 
initially invested equally in an equity market fund (via the CREF Stock Account) and in an annuity 
fund (via TIAA Traditional Annuities).  
 
If the GOAL Income exceeds the ASSUMED Income, UWSRP pays a lifetime annuity benefit (with 
spousal benefits for those who are married). However, if the GOAL Income is less than the 
ASSUMED Income, a plan participant will not receive any UWSRP benefit. That is,  

 UWSPR Benefit = GOAL – ASSUMED Income, if positive;   
 otherwise: UWSPR Benefit = 0. 

 
Example 
A participant with 30 years of service and a maximum annual salary of USD 100,000 has an 
annual GOAL Income of USD 50,000. If at the time of retirement this participant has 

 
2 UWRP participants are eligible for full benefits if they retire at age 65 or older with at least 10 consecutive years 
of service. UWRP participants are eligible for reduced benefits if they retire at age 62 through 64 with at least 10 
consecutive years of service. Payment is reduced by 0.5% times number of calendar months that payments begin 
prior to age 65 
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accumulated USD 600,000 in her retirement account (assuming a 50/50 split between equity 
and bonds) and if these USD 600,000 can be converted into a lifetime annuity at 6.0%, she 
would have an annual ASSUMED Income of USD 36,000. Her UWSPR Benefit would be an 
annual supplemental income payment of USD 14,000 (= GOAL – ASSUMED = USD 50,000 – USD 
36,000). Again, the UWSPR Benefit is available to the participant, independent of her actual 
UWRP investment balance and independent of whether she decides to purchase a lifetime 
annuity at retirement. As the program name suggests, it is purely supplemental income to 
whatever she has accumulated in her regular UWRP account.  
 
Her UWSPR Benefit would increase as equity markets or annuity rates (which are based on 
interest rates) fall. For example, if a drop in equity markets reduces the value of her (assumed) 
retirement account to USD 400,000, her ASSUMED Income decreases to USD 24,000 and her 
annual UWSPR Benefit increases to USD 26,000. Her annual UWSPR Benefit would increase 
even further, if interest rates had fallen as well and her assumed account balance of USD 
400,000 could be converted only to an annual annuity of USD 16,000, yielding an UWSPR 
Benefit of USD 34,000. Importantly, her UWSPR Benefit, calculated at the time of retirement, 
would not change even if equity prices and/or interest rates increased again after she has 
retired. That is, this supplemental income is locked in at retirement and will not change with 
market fluctuations after retirement. Thus, counter to traditional thinking that suggests one 
may want to continue working if a recession hurts one’s 403b retirement account, one may 
benefit by retiring when market prices and/or interest rates are relatively low because of the 
supplemental benefit.  Further, as one’s regular retirement plans recovers at some point after 
retirement, the supplemental plan continues to pay.  
 
Below, we provide approximate UWSPR Benefit calculations for several stylized career paths 
and then examine the impact on these benefits due to changes in financial markets as well as 
the decision to delay retirement.  
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Approximate UWSPR Benefit Calculations for Retirement on Jan. 1, 2020 
In Table 1, we provide approximate UWSPR Benefit calculations for three hypothetical 
participants (A through C), who started their service at UW between 20 and 40 years ago and 
who are 65 years old when they retired on January 1, 2020.  
 
In order to quantify their possible UWSPR Benefits, we need to make assumptions about their 
retirement contributions as well as their highest salary while at UW. For all cases, we assume a 
constant salary growth of 5% annually, such that the last two years of their service at UW 
constitute the 24-month period with the highest average monthly salary. We also assume a salary 
of USD 100,000 in 2019. However, UWSPR Benefits for lower and higher salaries can be obtained 
by scaling the reported numbers accordingly, as long as the current or past salary does not exceed 
the annual compensation limit applicable to retirement plans under IRC Section 401(a)(17). For 
2019, this limit was USD 280,000. We will briefly review the implications for salaries above this 
limit in Table 3 below. 
 
Line 6 reports the annual GOAL Income. Participants A and B have the same GOAL income (50% 
of the same maximum salary) given more than 25 years of service at UW. For participant C, the 
GOAL Income represents 40% of the (capped) maximum salary.3  
 
Line 7 reports the values - as of January 1, 2020 - of the accumulated UWRP contributions for 
each participant (essentially their assumed UWRP assets), based on the historical returns for 
the two assumed investment funds, the CREF Stock Account and the TIAA Traditional Annuities. 
Lines 8 and 9 report the ASSUMED Income for each participant, which is expressed as a lifetime 
annuity based on the value of the accumulated contributions as of Jan. 1, 2020. The lifetime annuity 
for singles is larger than the joint lifetime annuity that extends benefits to the spouse.4 
 
Finally, Lines 10 and 11 report the UWSRP Benefits in form of a supplemental retirement income 
that participants can expect to receive for the rest of their lives as well as the lives of their 
spouses, if married. Per USD 100,000 in terms of 2019 salary, the annual UWSRP Benefit varies 
between USD 1,500 and 13,400. 
 
All results in Table 1 apply to a participant who is 65 years old at the time of retirement. UWSRP 
Benefits are generally lower for older but otherwise identical participants, as the ASSUMED 
Income increases with age, while the GOAL Income is unaffected by age. The ASSUMED Income 
increases as it represents a lifetime annuity income, which increases as the expected remaining 
lifetime decreases.  

 
3 The maximum salary is calculated over 24 months. For those with a USD 100,000 salary in 2019, the 2018 salary is 
USD 95,238, so that the 24-month maximum salary is USD 97,619. 
4 All calculations are based on approximate historical returns for the two assumed investment funds, the CREF 
Stock Account and the TIAA Traditional Annuities, as well as approximate rates to convert assumed account 
balances into ASSUMED Income as of Jan. 1, 2020. Joint lifetime annuity payments can vary with the age of the 
spouse. 
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Table 2 reports the corresponding UWSRP Benefits in form of expected annual supplemental 
income for participants A through C, when we vary participants’ age between 62 and 72 without 
changing their years of service at UW or their salaries. Table 2 reveals that starting at age 65 
benefits drop steadily as age increases. Before age 65, the differences are generally smaller, as 
the benefit of retiring at a younger age is offset by a reduction in benefits for retiring early, that 
is, before age 65.5 
 
As mentioned, our calculations cannot be scaled up for salaries exceeding annual 
compensation limits applicable to retirement plans under IRC Section 401(a)(17) (USD 280,000 in 
2019). UWSRP benefits are affected in two ways by these limits. First, for all plan participants, 
they affect the maximum annual contribution to UWRP and thereby the accumulation of capital. 
That is, for high salaries the accumulated capital will be relatively lower than for salaries below 
this limit. Second, for participants, who joined UW on or after July 1, 1996, the GOAL Income is 
also capped by the same compensation limit, that is, currently at 50% of USD 280,000. However, 
this cap does not exist for those who joined UW before July 1, 1996.  
 
In Table 3, we consider three participants with 2019 salaries of USD 350,000. Participants D and 
E GOAL Income is not capped, as their service began before July 1, 1996, leading to an annual 
benefit of up to USD 43,000. However, for participant F, the GOAL Income is capped leading to 
smaller benefits. 
 
 
  

 
5 Specifically, the UWSRP Benefit is reduced by 0.5% for each month of early retirement, that is, retirement before 
reaching age 65. 
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Retiring after Jan. 1, 2020 
Our results so far apply to participants that retire on Jan. 1, 2020. For those planning to retire at 
a later point, the expected UWSRP Benefits depend on several factors: 
 
 financial market conditions that affect the value of retirement assets (i.e., the 

accumulated contributions) as well as their conversion into lifetime annuities 
 participants’ additional years of service  
 participants’ future salary  
 participants’ additional UWRP contributions 

 
We will first discuss the impact of changes in financial market conditions. To highlight the effect 
that changes of market conditions have, we will assume that they occur on Jan. 1, 2020, such that 
we can abstract from the passage of time that could change participants’ years of service, salary, 
and UWRP contributions, which we will discuss below. 
 
Changing Stock Market Values and Interest Rates 
Large movements in stock market prices or interest rates can have a substantial impact on 
UWSRP Benefits. Given the current economic environment of fluctuating stock market prices and 
lower interest rates, UWSRP Benefits may be higher than our calculations as of Jan 1, 2020 
suggest. In Tables 4 and 5, we provide approximate calculations for changes in stock prices and 
annuity rates.  
 
In Table 4, we consider the impact of a 20% decline of the stock market, about the size of the 
drop in U.S. equity markets during the first quarter of 2020. For simplicity, the decline is assumed 
to take place on January 1, 2020. While the GOAL Income remains unchanged, the decline in the 
stock market lowers the value of the accumulated contributions and therefore the ASSUMED 
Income. The expected UWSR Benefit increases to offset this drop in Assumed Income. The 
increase in the annual supplemental retirement income (per USD 100,000 in 2019 salary) ranges 
between USD 3,100 and 5,600 and is largest for those with the largest value of accumulated 
contributions. Of course, a 20% increase of the stock market would have the opposite effect on 
expected UWSR Benefits by decreasing them by the same amount, possibly all the way to zero. 
 
Table 5 considers a separate drop in the annuity rate (for example, due to lower interest rates) 
by 50 basis points (bp) (that is, by 0.50 percentage points), ignoring any possible 
contemporaneous effect on the value of the accumulated contributions.6 As in Table 4, the 
change is assumed to take place on Jan. 1, 2020. The effect of such a drop on the annual 
supplemental retirement income ranges between USD 2,200 and USD 3,500 (per USD 100,000 of 
2019 salary). A corresponding increase of in the annuity rate would again have the opposite effect 

 
6 A drop of 50 basis points corresponds approximately to the change of annuity rates over the last year.  
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on expected UWSR Benefits by decreasing them by the same amount, possibly all the way to 
zero. 
 
Delaying Retirement 
Even without large movements in financial markets, it is important to understand that UWSRP 
Benefits change over time as i) participants increase their years of service or their salary at UW, 
ii) the accumulated contributions in participants’ retirement plans grow, and iii) participants age 
and thereby increase their Assumed Income, which is based on a lifelong annuity. 
 
In Table 5, we report approximate changes to UWSRP Benefits due to an additional year of work, 
for each of the three participants. In each case, we assume a participant’s salary does not change 
over the course year and that financial returns on accumulated contributions are 0% over the 
course of the additional year. Importantly, we focus on changes in UWSRP Benefits as well as 
retirement assets, while we ignore regular income and possible job satisfaction that participants 
enjoy from working an additional year. 
 
For participants with less than 25 years of service, the GOAL Income increases substantially.7 All 
participants also experience an increase in the ASSUMED Income due to additional contributions 
to their retirement account as well as due to an increase in their age at retirement, which increase 
their assumed annuity income. For participant A, if single, the increase in ASSUMED Income is 
larger than her UWSRP Benefits as of Jan. 1, 2020, reducing her expected UWSRP Benefits as of 
Jan. 1, 2021 to zero. That is, over the additional year, she gains additional retirement assets of 
USD 20,000, while she loses an annual supplementary retirement income of USD 1,500. For 
participant A, if married, the reduction in UWSRP Benefits is a bit smaller at USD 1,300 per year. 
 
For participant B, the reductions in UWSRP Benefits are between USD 1,000 and 1,4000, while 
retirement contributions increase by USD 20,000.  
 
Finally, for participants C, the GOAL Income increases to USD 41,000 per USD 100,000 salary, as 
both the highest average salary as well as the years of service increase. Indeed, the increase in 
GOAL Income is large enough to offset the increase in ASSUMED Income, such that participant C 
experiences an increase in her UWSRP Benefits while also adding USD 20,000 to her retirement 
assets. 
 
Since financial market returns are on average positive, it is important to understand that already 
an average return on a participant’s accumulated contributions over the course of one additional 
year of work will likely lead to a reduction of expected UWSPR Benefits.  

 
7 Even for those with more than 25 years of service, the GOAL Income increases slightly since the relevant 
maximum salary increases from USD 97,619 to USD 100,000. Recall that the maximum salary is calculated over 24 
months. For those with a USD 100,000 salary in 2019, the 2018 salary is USD 95,238, so that the 24-month 
maximum salary is USD 97,619 as of Jan. 1, 2020, but increases to USD 100,000 one year later. 
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Conclusion 
The UW Supplemental Retirement Plan is a complex component of the UW retirement plan. Our 
analysis suggests that it has the potential to offer eligible UWRP participants substantial 
incremental retirement income without affecting the participants underlying retirement assets.  
 
While UWSRP Benefits are difficult to predict precisely, UWSRP works as intended by offering 
protection against declines in U.S. stock market values and U.S. interest rates. UWSRP therefore 
allows eligible participants to retire even during an economic downturn, without a substantial 
shortfall in income during retirement. 
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Table 1: UWSPR Benefits

Line Participant A B C

Assumptions
1 Start Date: Jan. 1 of 1980 1990 2000

2 Annual Salary in 2019 100,000 100,000 100,000
3 Annual Salary in Start Year 14,915 24,295 39,573

4 Age on Jan. 1, 2020 65 65 65

5 Years of Service at UW 40 30 20

6 GOAL Income (annual) 48,810 48,810 39,048

7 Assumed Accumulated UWRP Contributions 703,990 630,269 448,442

ASSUMED Income (annual)
8 - single 47,308 42,015 28,989
9 - married with samge-age spouse 42,139 37,386 25,689

UWSRP Benefit (annual)
10 - single 1,502      6,795       10,059    
11 - married with samge-age spouse 6,670      11,424    13,359    

[2% x Years of Service (max 25) of max salary, assuming i) highest 
income is income in 2018 & 2019 and ii) participant contributed 
10% to UWRP in all years since age 50]
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Table 2: UWSRP Benefits by Age

Age on Jan. 1, 2020 Single Married Single Married Single Married

62 4,965 8,477 9,067 12,198 10,607 12,852
63 4,091 8,101 8,572 12,153 10,602 13,164
64 2,949 7,509 7,827 11,905 10,424 13,337
65 1,502 6,670 6,795 11,424 10,059 13,359
66 0 5,265 5,447 10,334 8,975 12,472
67 0 3,753 3,974 9,131 7,781 11,488
68 0 2,184 2,432 7,865 6,538 10,458
69 0 547 849 6,556 5,271 9,403
70 0 0 0 5,189 3,971 8,313
71 0 0 0 3,671 2,998 7,511
72 0 0 0 2,014 1,974 6,643

A B C
Participant
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Table 3: UWSPR Benefits if Income Exceeds the Annual Limit under Code Section 401(a)(17)

Line Participant D E F

Assumptions
1 Start Date: Jan. 1 of 1980 1990 2000

2 Annual Salary in 2019 350,000 350,000 350,000
3 Annual Salary in Start Year 52,202 85,031 138,507

4 Age on Jan. 1, 2020 65 65 65

5 Years of Service at UW 40 30 20

6 GOAL Income (annual) 170,833 170,833 111,000

7 Assumed Accumulated UWRP Contributions 2,402,727 2,144,701 1,508,309

ASSUMED Income (annual)
8 - single 161,738 143,214 97,622
9 - married with samge-age spouse 144,101 127,464 86,524

UWSRP Benefit (annual)
10 - single 9,095      27,619    13,378    
11 - married with samge-age spouse 26,733    43,369    24,476    

[2% x Years of Service (max 25) of max salary, assuming i) highest 
income is income in 2018 & 2019 and ii) participant contributed 
10% to UWRP in all years since age 50]
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Table 4: A 20% Drop in the Stock Market

Line Participant A B C

1 GOAL Income (annual) 48,810 48,810 39,048

2 Assumed Accumulated UWRP Contributions 618,937 554,192 394,892

ASSUMED Income (annual)
3 - single 41,668 36,971 25,438
4 - married with samge-age spouse 37,110 32,887 22,522

UWSRP Benefit (annual)
5 - single 7,142      11,839    13,610    
6 - married with samge-age spouse 11,700    15,922    16,525    

Change of UWSRP Benefit
7 - single 5,640      5,044       3,551       
8 - married with samge-age spouse 5,029      4,499       3,167       
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Table 5: A 50 bp Drop in Annuity Rates

Line Participant A B C

1 GOAL Income (annual) 48,810 48,810 39,048

2 Assumed Accumulated UWRP Contributions 703,990 630,269 448,442

ASSUMED Income (annual)
3 - single 43,788 38,864 26,746
4 - married with samge-age spouse 38,619 34,235 23,447

UWSRP Benefit (annual)
5 - single 5,022      9,946       12,301    
6 - married with samge-age spouse 10,190    14,575    15,601    

Change of UWSRP Benefit
7 - single 3,520      3,151       2,242       
8 - married with samge-age spouse 3,520      3,151       2,242       
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Table 6: Delaying Retirement by one Year when Financial Market Returns are 0%

Line Participant A B C

1 GOAL Income 50,000 50,000 42,000

2 Assumed Accumulated UWRP Contributions 723,990 650,269 468,442
3 - thereof: Additional Contributions 20,000 20,000 20,000

ASSUMED Income (annual)
4 - single 50,296 44,636 31,346
5 -- thereof: Increase due to Additional Year of Age 1,715 1,347 1,084

6 -- thereof: Increase due to Change in Accum. UWRP Contr. 1,274 1,274 1,274

7 - married with samge-age spouse 44,664 39,595 27,695
8 -- thereof: Increase due to Additional Year of Age 1,405 1,089 887

9 -- thereof: Increase due to Change in Accum. UWRP Contr. 1,119 1,119 1,119

UWSRP Benefit (annual)
10 - single 0 5,364 10,654
11 - married with samge-age spouse 5,336 10,405 14,305

Change of UWSRP Benefit (annual)
12 - single -1,502 -1,430 595
13 - married with samge-age spouse -1,334 -1,018 946


