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|. Introduction

This report provides information for the Special Visit to be conducted at the University of
California Office of the President (UCOP) on October 8-9, 2009, by an evaluation team from the
Western Association of Schools and Colleges (WASC). WASC requested the visit in a
Commission Action Letter dated February 26, 2008, to President Robert Dynes, UC’s chief
executive at the time (Appendix 1). The purpose of the upcoming review is to assess progress
made in addressing issues raised in the Commission letter as well as related recommendations
from a WASC team report for a Special Visit conducted at UCOP in October 2007 (Appendix 2).

In brief, the four issues highlighted by the Commission are:
« strengthening the role of the President;
« redefining the role of the Board of Regents;
e reviewing the operational culture of the Board; and,
e continuing efforts to address compensation practices.

In addition, the five recommendations from the Special Visit Team Report are:

e to build processes to assure that adopted policies are preserved, understood, and publicly
available;

e to continue building an effective governance structure including a strong and properly
staffed Audit Committee supported by financial accounting and control systems with a
system for verifying regulatory compliance;

e to develop procedures for timely appointments of senior officers consistent with the
competitive marketplace;

e to develop a clear understanding of the roles, responsibilities, and expectations of both
the President and the Board of Regents; and,

e to develop protocols to support campus leaders during periods of turmoil and effective
central systems for common administrative functions.

As a presidential search was underway when WASC issued the Action Letter, the Commission
also requested a meeting with President Dynes’ successor within 60 days of appointment. A
meeting between WASC Executive Director Ralph Wolff and President Mark Yudof took place
in July 2008.

Organization of Report

A significant portion of the report is devoted to progress the University has made over the past
year and a half to address governance issues that were the primary concerns identified in both the
Commission Action Letter and the Special Visit Team Report. Those broad categories of
concern (noted above) provide section headings to organize presentation of numerous, critical
steps UC has taken with respect to the role of the President as well as the role and operational
culture of the Board of Regents. Activities that relate to recommendations from the Team Report
are presented in the context of these broad categories and then linked with the recommendations
in chart form.



While commending the University for the many measures undertaken to address compensation
issues, the Commission expressed an interest in continuing efforts on compensation policy and
practice. Accordingly, one section of the report highlights major activities of interest since the
previous visit. More detailed information from summary charts in the appendices provides a
comprehensive reference on compensation-related activities.

Per WASC guidelines, the report includes identification of new challenges facing the University.
A concluding statement provides UC’s perspective on how Board and UCOP reforms--taken as a
whole since compensation issues first arose three years ago--relate to the WASC accreditation
standards.

Report Preparation and Review

Report preparation involved members of both the Regents’ and the President’s staff. The Office
of the Secretary and Chief of Staff to the Regents took the lead in drafting sections related to the
Board’s governance role, operational culture and efforts to strengthen the role of the President.
Staff in Human Resources provided the tables on the status of actions related to
recommendations from the UC Task Force on Compensation, Accountability and Transparency
as well as response to reviews conducted by the Bureau of State Audits, UC Internal Audit, and
PricewaterhouseCoopers. The UCOP Planning, Programs & Coordination unit took the lead in
writing other report sections, integrating these sections with the Secretary and Chief of Staff’s
work and HR contributions, and finalizing the report.

Leaders from the Board, the administration and the Academic Senate reviewed the report. The
following lists individuals who were provided an opportunity to read and comment on the draft.

Regents: Russ Gould, Board Chair
Sherry Lansing, Board Vice Chair
Paul Wachter, Governance Chair
Joanne Kozberg, Governance Committee member
Bruce Varner, Compensation Committee Chair

Regents” Officers: ~ General Counsel and Vice President for Legal Affairs
Charles Robinson
Chief Compliance and Audit Officer and Senior Vice
President Sheryl Vacca
Secretary and Chief of Staff to the Regents Diane Griffiths

UCOP: President Mark Yudof
Interim Provost Larry Pitts
Chief Financial Officer Peter Taylor
Executive Vice President Katie Lapp (Business Operations)
Executive Vice President Bruce Darling (Laboratory Management)
Senior Vice President Dan Dooley (External Relations)
Senior Vice President John Stobo (Health Sciences and Services)
Vice President Dwaine Duckett (Human Resources)



Academic Senate: Mary Croughan, 2008-09 Council Chair
Henry Powell, 2008-09 Council Vice Chair

Copies of the final report will be sent to individuals listed above, to all members of the Board of
Regents and to the Chancellors.

Major Changes since the Last WASC Visit

The University has undergone significant changes at the system level since the last WASC visit
in October 2007. Chief among these transitions was the appointment of President Yudof who
assumed office June 16, 2008. The President, moreover, continued a major effort to restructure
the Office of the President that was underway when he arrived. Restructuring was motivated by
the need both to improve performance and efficiency of UCOP as well as to restore Board and
campus confidence in its operations.

The organization, management and staffing of UCOP is quite different now than it was eighteen
months ago. Each division has undergone a full restructuring review. A coordinated effort was
made to streamline essential services to make them more efficient and to improve their
effectiveness. Analyses were conducted to determine whether UCOP units added value in terms
of functions required at the system level. Specific strategies deployed to enhance efficiency and
improve performance included the following: (Appendix 3, p.4-6)

« consolidation of redundant administrative support functions into single UCOP-wide units
organized and staffed to serve the entire organization efficiently;

« thorough department-by-department reviews, identification of low-priority activities to be
eliminated and high-priority functions requiring additional investment;

« reconfiguration of organizational units to align with priorities that support the President’s
role as chief executive officer, academic leader, primary external advocate and guardian
of the public trust;

o implementation of a voluntary separation program (through June 30, 2008);

« imposition of vacancy controls as well as rigorous controls on travel, entertainment and
other expenditures;

« establishment of consistent governance and oversight of programs administered by the
UCOP on behalf of the system; and,

« refinement of UCOP budget process and financial controls.

Comparison of the current organizational structure with that in place at the time of the last visit
highlights leadership changes that have taken place (Appendix 4). Two new positions report
directly to the President: an Executive Vice President/Chief Financial Officer and an Associate
Vice President for Policy and Analysis. The latter oversees two new units: Institutional Research
and the Issues Management, Policy Analysis and Coordination unit. In addition, responsibilities
for certain areas that were previously paired have since been separated. External Relations and
Laboratory Management are now distinct divisions lead by a Senior Vice President and
Executive Vice President respectively. Likewise, oversight of Health Sciences and Services is
no longer part of the Provost’s portfolio but has a dedicated Senior Vice President. Finally,



leadership of the Human Resources function was elevated from an Associate Vice President
position to a Vice President position.

Some other major additions to University leadership prompted by compensation concerns were
in place at the time of the last visit nearly two years ago. Those include the hiring of a Senior
Vice President/Chief Compliance and Audit Officer, a Secretary and Chief of Staff to the
Regents, as well as a new Executive Vice President for Business Operations. The latter positions
expanded responsibilities of previous posts--the Secretary to the Regents and Senior Vice
President for Business and Finance, respectively.

As discussed in greater detail below, the reforms collectively resulted in a streamlined system
office that operates with greater efficiency and enjoys renewed confidence from members of the
Board of Regents. In addition to improved functioning, restructuring has produced significant
savings and reduced the number of staff positions at the Office of the President. As of May
2009, changes at UCOP over the previous two year period yielded $62.2 million in savings and
reduced staff by more than 30 % to roughly 1,400 fulltime equivalent (FTE) employees
(Appendix 5, attachment p.1).

There have been a number of changes in campus leadership positions as well. Six of the ten UC
campuses have Chancellors newly inaugurated or appointed since the Special Visit in October
2007: Davis, UCLA, Merced, Riverside, UCSF, and Santa Cruz. At this juncture, three
Chancellors (Berkeley, Irvine and San Diego) have served 3-5 years. Chancellor Henry Yang is
the longest-serving campus chief executive in the system having filled that post at UC Santa
Barbara since 1995.

Deep cuts in state funding represent another critical change for UC since the first WASC review.
Fiscal issues are discussed in Section V as part of new challenges facing UC.



I1. Response to Governance Issues Identified by the Commission

In the spring of 2007, well prior to the WASC Special Visit, the Board of Regents and the
President jointly began an assessment of the organization and operations of the University’s
finance and administrative functions. The initial diagnostic phase of the review was performed
by the Monitor Group, an outside consultant, and revealed a lack of clarity about the mission of
UCOP and confusion regarding the appropriate role of the Board of Regents. The Board had
taken steps necessary to exercise its fiduciary duties in a time of crisis, but in doing so had raised
questions about the role of the Board, the President and the Office of the President. The Monitor
report also found significant dissatisfaction with UCOP’s performance in certain areas as well as
concerns about its role in areas where it was perceived to add limited value.

To address the issues identified by the Monitor Group, the former Provost and Executive Vice
President Rory Hume convened the Working Group on the Roles of the Office of the President,
chaired by UC Davis Chancellor Larry Vanderhoef. The charge to the Working Group was to
examine the institutional roles to determine where changes were needed in administrative
governance. The Working Group issued its report on January 8, 2008 (Appendix 6). The
Committee on Governance reviewed and discussed the Working Group Report at its January 16,
2008 meeting (Appendix 7, p.4).

WASC identified similar issues in its review. While noting that "...a number of steps have
indeed been taken and progress has been made..." and specifically noting the Committee on
Governance activities, the Commission’s letter of February 26, 2008 identified four areas that
warranted continued University attention. As noted above, these areas include strengthening the
role of the President, redefining the role of the Board of Regents, and reviewing the operational
culture of the Board.. These issues identified in the Commission letter largely mirror the
recommendations of the Working Group which, as the letter notes, the Committee on
Governance was actively addressing.

As summarized in the minutes of the January 2008 presentation by Chancellor VVanderhoef to the
Committee on Governance, the Working Group Report recommended:

"...several organizational design principles, including a preference for a strong
President with a lean and well-focused staff; sensitivity to the need to strike a
balance between campus autonomy and the interests of the institution as a whole;
the assurance that the President, Chancellors, and respective staffs have clear roles
and thereby clear mechanisms for accountability; and the establishment of
integrated information and risk management systems that not only support good
decision-making on the campuses but also in the Office of the President and that
help manage risk and promote transparency and accountability."

The leadership of the University has continued to focus its attention in three principal areas:
revitalizing the leadership of the University, enhancing the effectiveness of the governance
structure, and reconfiguring UCOP to more directly support the role of the President. The efforts
are substantial, ongoing, and, to an extent, preceded the arrival of the WASC Special Visit Team.



Strengthening the Role of the President

Following a national search by a selection panel that included faculty, staff, students and alumni
and that invited nominations and conferred with the Academic Advisory Committee as well as
other constituent groups per Regents’ policy, Mark Yudof was appointed the 19th president of
the University of California on March 27, 2008.

President Yudof's credentials are well known. He is a proven and experienced leader. Most
recently, he served six years as Chancellor of the University of Texas system, one of the few
university systems in the country reasonably comparable to the University of California, and
served as President of the University of Minnesota for five years before becoming University of
Texas Chancellor. He is a fellow of the American Academy of Arts and Sciences, a member of
the American Law Institute, a member of the President's Council on Service and Civic
Participation, and serves on the Council of Presidents for the Association of Governing Boards
(AGB).

President Yudof, with the full cooperation and support of the Board and consistent with the
recommendations of the Working Group Report, has strengthened the role of the President. He
has, in the words of the Working Group Report, established himself as the academic leader of the
institution, the primary external advocate, the chief executive officer and guardian of the public
trust.

As noted above, he continued efforts initiated prior to his arrival, significantly reducing the size
of the Office of the President and transferring or eliminating functions that did not directly
support his role as chief executive for the University. He has redefined the role of UCOP,
removing it from the transactional approval role for the campuses and moving to a system, as he
described at the September 2008 Regents Retreat, "...where the campuses are held accountable,
appropriate review levels are established, and random audits and compliance reviews are
increased.” He has reviewed Office of the President and campus budgets in detail and moved to
solidify the University’s organizational and financial structures, making key additions to his staff
to address areas of concern.

In the view of Board, the appointment of a strong president in Mark Yudof is the single most
important action taken to restore the effectiveness of the governance structure of the University.
During the search for an effective president, the Board necessarily assumed a more active
management role to exercise its fiduciary responsibility and to address the problems identified in
its review of executive compensation practices. The University had been reviewing the failures
for the past two years -- both internally and with the assistance of numerous outside experts,
including state legislative leaders, state auditors, corporate external auditors, higher education
leaders and others. With Mark Yudof's appointment, the University has the leadership to restore
the respective roles of the Board and the President.

Prior to that appointment, the Board created four new positions and hired a new General
Counsel. The new positions were established as part of a management restructuring of the
systemwide Office of the President to strengthen the governance and oversight function of the
Board and ensure the success of the incoming President. Although several of the positions were



filled prior to the Commission's February 2008 letter, the effectiveness of the management
restructuring is increasingly apparent.

« In May 2007, the Regents appointed Executive Vice President for Business Operations
Katherine Lapp. The position, which includes an expansion of duties of the former
position of Senior Vice President for Business and Finance, is responsible for leading
improvements in the effectiveness and accountability of the University’s many
administrative support operations. The position has been particularly critical over the last
two years and, with the arrival of President Yudof, EVP Lapp has been instrumental in
carrying forward his initiatives to restructure UCOP. EVP Lapp recently announced that
she will leave the University in early September to assume a similar post at Harvard. An
interim appointment for her successor will be announced soon.

« In March 2009, the Regents appointed Executive Vice President and Chief Financial
Officer Peter Taylor. Reporting directly to the President, EVP Taylor is responsible for
overseeing all aspects of financial management for the University. UC has never had a
formal CFO position; creation of the position assures leadership of expert financial
management of the institution.

e In September 2007, the Regents appointed Senior Vice President - Chief Compliance and
Audit Officer, Sheryl VVacca. This new position, a direct report to both the President and
the Board, is a key component of the Board’s establishment of mechanisms to ensure
compliance with statute, state and federal regulations, and University policies and
procedures.

e In March 2007, the Regents appointed Secretary and Chief of Staff Diane Griffiths.
Under the new structure adopted by the Board, the new position oversees two
management areas, covering the traditional duties of planning and coordinating Regents’
meetings performed by her predecessor, as well as new duties facilitating the work of the
Board and its members in furtherance of their fiduciary duties.

e The Regents also hired a successor to fill a key existing position, that of the retiring
General Counsel of nearly twenty years. In November 2006, the Board appointed Charles
Robinson as Vice President for Legal Affairs and General Counsel. Reporting jointly to
the President and to the Regents, the General Counsel manages attorneys handling a
broad and complex range of legal affairs.

In terms of administrative oversight, President Yudof has instituted new practices to improve
University management. Each campus Chancellor and systemwide Vice President is required to
submit a work plan at the beginning of the academic year and to provide an end-of-the-year
accomplishment report. All direct reports have an in-person performance review with the
President. President Yudof also has introduced a project tracking system to ensure assignments
from him are carried out in a timely fashion. This project is under the direction of Deputy Chief
of Staff Deanna Dudley



Redefining the Role of the Board of Regents

The Committee on Governance was created in November 2006, to address, in large measure,
issues at the interface between the UC Office of the President and the Regents. The Committee
on Governance has served as the catalyst for a number of best practices initiatives undertaken by
the Board to respond to issues identified in both the Working Group Report and the
Commission's February 2008 letter.

In March 2008, the "Statement of Expectations of the Members of the Board of Regents," the
primary standard by which Regental exercise of fiduciary performance is measured, was
substantially amended (Appendix 8). The amendments, consistent with best practices
recommended by AGB, are as follows:

e A new section on Board responsibilities, setting forth ten clearly defined expectations
for Board function drawn from a review of AGB principles.

e New sections on Board members' fiduciary and policy responsibilities, explicitly
stating that "...the responsibility of the Board is to set policy and the responsibility of
the University administration to implement and carry out policy, which includes
responsibility for the day-to-day operations of the University."

e Clarification that Board members will act on behalf of the best interests of the
University as a public trust rather than the interests of a particular constituency.

e Restatement of the duty to respect the opinions of others in the University
community; emphasizing the "Policy on the President as Spokesperson for the
University" and explicitly stating that, "...the President shall be the spokesperson for
the University with the Chairman of the Board being the spokesperson for the Board."”

e Clarification that Board members are welcome to attend meetings of committees to
which they are not assigned but that attendance is not required and encouraging
members to participate in other University events at which Board member
participation is appropriate.

These amendments, which implement governing board best practices and the recommendations
of the Working Group Report, were discussed and unanimously adopted by the Committee on
Governance on February 4, 2008. They were unanimously adopted by the full Board at the
March 2008 meeting.

The Committee on Governance has also focused attention on ensuring that mechanisms exist to
provide the Regents with timely and complete information regarding University operations. The
Schedule of Reports, the official list of reports required by the Regents, has been amended twice
in the past year, November 2008 and July 2009 (Appendix 9). The amendments include new
accountability reports initiated by President Yudof to ensure both that the Board and the public
are provided sufficient data to assess the performance of the University, the codification of
existing Board requests for reports which were never memorialized and, in some cases, never
delivered, and clarification of delivery dates and style of presentation (in person or as a mailing

10



between meetings). The focus on the Schedule of Reports ensures the Board is receiving the
information necessary to make informed decisions and set priorities, leaving executive
management to the President.

Reviewing the Operational Culture of the Board

Also in March 2008, the Regents adopted the "Policy on Board Education and Assessment"
(Appendix 10). The policy provides for various elements of training and orientation. Although
the Board routinely performed some of these elements previously, adoption of the policy
codified and formalized the practice.

The policy has resulted in the following:

e A two-part, mandatory orientation program is provided to all new Regents and faculty
representatives to the Board. (A separate voluntary session is also offered regarding
investments issues.) The orientation sessions are co-chaired by a Regent and the
President. The first day typically consists of a discussion of the roles of the President
and the Regents presented by the Co-Chairs, an overview of the University presented
by the Provost, a discussion of shared governance presented by the Chair of the
Academic Council, fiduciary and legal responsibilities of Board members presented
by the General Counsel, Board structure and duties presented by the Secretary and
Chief of Staff to The Regents, and the University's budget presented by the Executive
Vice President for Business Operations. The second day consists of an overview of
Compliance as well as specialized University programs in Research, Agriculture and
Natural Resources, and Health Sciences and Services. These briefings are led by the
Vice President responsible for each of the respective areas. The remainder of the
second session covers current key topics before the Board. The first day of this year's
orientation was held July 24, 2009; the second day of the two-day session is
scheduled for September 17, 2009. Two sessions also were held in 2008.

e Each new appointed Regent is assigned a continuing Regent to serve as a mentor and
assist as needed. (The non-appointed Regents and faculty representatives serve terms
staggered to provide for a natural mentoring structure.)

e The most recent Board retreat was held in September 2008 at the UC Davis Tahoe
Environmental Research Center. This two-day retreat focused on governance and
planning issues and was attended by the top level of UC management and a large
majority of Regents. Presentations included a review of strategic challenges for the
future, institutional accountability and performance, University funding models, a
proposal for a new financial aid program, and closed with a session on governance
roles and on Board structure, effectiveness and process. The next retreat is scheduled
for September 15, 2009. At the time of this report, the agenda has not been finalized.

With the arrival of President Yudof, the overall tone and efficiency of Board meetings has been

greatly improved. The President and Board Chair confer on the Regents’ agenda. In addition,
several procedural changes have been instituted to increase the effectiveness of Board meetings.
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Each Chancellor presents a strategic vision for his or her campus once every two years and
Chancellors are seated at the Board table for meetings of the Committee on Educational Policy.
Committees have begun to meet concurrently rather than the traditional practice of convening
one after another in front of the full Board. Also, certain committees, which have traditionally
met “off-cycle” (i.e., at a time completely separate from the Board gathering) have begun to meet
at least some of the time on-cycle in conjunction with the Board meeting.

In addition to creating the Committee on Governance and the Committee on Compensation, the
first two new standing committees in many years, the Board has established two additional
committees to address specific needs. A new standing committee, the Long Range Planning
Committee, has enabled the Board to focus in a systematic manner on accountability and
strategic planning, and the Special Committee on Student Life and Alumni Affairs, initially
convened for a period of two years, will focus its attention, as its name implies, on student and
alumni issues.
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I11. Continuing Efforts to Address Compensation Issues

The University has continued work on the trajectory set out in 2006 with respect to reform of
compensation policy and practice. Specific actions were taken in response to recommendations
of the Task Force on UC Compensation, Accountability and Transparency as well as the various
audits conducted--UC Internal Audit, Bureau of State Audits and PricewaterhouseCoopers. Both
the Task Force findings (Appendix 11) and a comprehensive listing of actions responding to
those findings (Appendix 12) are provided for reference. The latter contains a range of items
implemented to remedy identified concerns, including those in place or underway prior to the
first Special Visit. To focus on steps taken since that time, major ongoing activities and
important new endeavors are highlighted below.

Progress on Compensation Policy Review

More than three years ago, UC committed to perform a comprehensive review of compensation
policies for the Senior Management Group (SMG). The Senior Vice President and Chief
Compliance and Audit Officer and the Office of Ethics, Compliance and Audit Services are
integral to this policy review process. Ongoing reviews and revisions aim to incorporate more
rigorous standards as well as clearer definitions of responsibility, monitoring, compliance and
transparency.

The Regents approved several new and revised policies between July 2008 and February 2009.
These policies are now in force. Web links to each of the above are provided in Appendix 13.

SMG Salary and Appointment

SMG Hiring Bonus

SMG Relocation Allowance

SMG Moving Reimbursement

SMG Automobile Allowance

SMG Performance Management

University-Provided Housing

Interim Policy on Compensated Outside Professional Activities
Settlement of Litigation, Claims and Separation Agreements
Reemployment of Retired Employees

Policies in the six remaining areas--most of which are nearly complete--are under final review
and expected to be implemented later this fiscal year:

SMG Cash Recognition and Incentive Awards

Outside Professional Activities (final consolidated policy)

Migrating Deans from SMG to Academic Personnel Policies

Transitional Leave (paid administrative leave in lieu of sabbatical)
Absence from Work

Certain sections of Regents’ Standing Orders and By-Laws (clarify/update)
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Compensation-related policies governing the Senior Management Group are scheduled for
regular, ongoing reviews to ensure that they reflect appropriate market-prevalent practices,
reflect any changes in regulations or laws, and appropriately support the business needs of the
University.

Development of the Human Resources Information System (HRIS)

One significant finding of the Task Force recommended that the University invest in a “modern,
comprehensive, integrated human-resources information system” to enable quick, thorough,
reliable examination and analysis of compensation data. In response to this recommendation,
UC implemented measures to capture detailed data on senior management compensation. The
data is used in the annual executive compensation report and in bi-monthly transaction
monitoring reports presented at each Regents meeting. This phase became operational in
December 2006.

That same year, UC commissioned Deloitte to conduct an assessment of systemwide HRIS needs
and cost. Although certain locations (Berkeley, UC Davis Medical Center and Lawrence
Berkeley National Laboratory) have 'stand-alone' HR information systems, the consultants
examined requirements for an enterprise-wide solution. Their study indicated that purchase and
implementation of a University-wide system would require a significant resource commitment.
Given current fiscal constraints, this project has been postponed until a later date.

The University, however, already initiated a project to design and implement a new payroll
system which will provide the foundation for future development of HRIS. The existing UC
payroll systems require overhaul, and a new structure can anticipate the need to integrate with a
larger human resources system over time. The Personnel Payroll System (PSS) project aims to
improve access to more robust and higher quality systemwide data through use of standardized
pay codes and other strategies. Still in the early stages, the PPS project includes two distinct
initiatives:

o Data Enterprise System - The Office of Institutional Research and the Office of
Information Resources and Communications at UCOP are partnering to develop an
integrated data enterprise system to support decision making at UCOP and on the
campuses. The Decision Support System (DSS) will make it possible to integrate
data from across the University as well as to incorporate data from external sources.
Once implemented, it will provide authorized users in the UC community with direct
access to data from many of the University’s major administrative systems.

e Replacement of the Personnel Payroll System - A workgroup comprised of campus
and UCOP leadership will begin work in September to review options to establish a
new PPS with the intention of creating a ‘single instance’ system to pay all UC and
affiliate employees. A white paper provides an assessment of current circumstances,
identifies key issues, and establishes guiding principles. Ultimately, implementation
of the new PPS will provide much better controls (e.g., data entry edits) to improve
data consistency, better support systemwide compliance and monitoring, increase
efficiency, and reduce operational costs.
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Compensation Reporting and Public Disclosure

Reforms instituted following the Task Force and audit reports included a series of new reporting
requirements. As part of this effort, the Board of Regents defined components of “total
compensation,” approved a template for compensation reporting, and adopted new disclosure
standards for public posting of compensation details prior to Board action and after approval.

Chief among the regular reports now issued is the Annual Report on Executive Compensation
(Appendix 14). It captures all elements of total compensation including cash payments (base
salary, bonuses/incentives, stipends, other) and non-cash components (moving costs, auto
allowance, housing allowance, UC provided housing, UC provided home mortgage, SMG
regular and supplemental benefits, severance benefits, and additional post-retirement benefits).
The report undergoes a series of checks to ensure quality and completeness of the information
being reported, including individual certifications and local audits. The 2008 report includes
information on 528 employees, capturing all SMG members and any senior staff--including
coaches and athletic directors--whose annual total cash compensation exceeded $214,000. A
detailed Addendum to the Annual Report on Executive Compensation provides specific
contextual details and explanatory or clarifying notes. These reports and another that provides
details on total annual gross pay for all UC employees are available to the public through the
University’s compensation website (Appendix 15).

The University also produces an Annual Report on Compensated Outside Professional Activities.
Information for this report is collected by each campus for each SMG member and includes
specific details on board service, advisory services, and other engagements by SMG members
that resulted in them receiving cash or non-cash compensation (Appendix 16).

The population of UC leaders whose compensation is subject to Regental review and approval
was established by the Board in 2006 and is reviewed and adjusted annually. Currently, the
Board reviews compensation-related actions for approximately 350 SMG members. Most
actions occur at Regents’ meetings but items approved in the interim are reported at the
subsequent Board meeting. Approval of certain actions affecting staff below the SMG level is
delegated to the Chancellors, the Laboratory Directors, and the President. Actions for members
of this group whose annual cash compensation exceeds $214,000 also are reported at each
Regents’ meeting. They are available to the public through the University’s compensation
website as are interim items and SMG actions. Copies of the most recent items reported from the
July 2009 Board meeting, which include several items held over from May, are provided for
reference (Appendix 17).

Finally, each year through 2010-11, state law requires UC to submit a report to the Joint
Legislative Budget Committee, the legislative fiscal subcommittees, and the Department of
Finance. This report describes progress made in reforming compensation policies and practices
consistent with recommendations from the Task Force on UC Compensation, Accountability and
Transparency as well as the three audits. The most recent report was submitted in February 2009
(Appendix 18).
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Regents Convene New Task Force

The Chair of the Board of Regents again convened a Task Force on UC Compensation,
Accountability and Transparency to assess progress on various recommendations put forward in
the report from April 2006. While Regents have received information on the areas noted above
and other activities implemented in response to Task Force recommendations, this effort
provides a dedicated opportunity to review compensation and related reforms as a whole.
Membership on the new group is the same as the original with the exception of the individuals
serving for the Regents” Compensation Committee and the Academic Senate (Appendix 19). The
Task Force met on August 13, 2009, to review accomplishments to date and comment on the
University’s progress.. The Task Force agreed that further meetings are not required; its report is
pending. In addition to the summary of actions provided in Appendix 12, a briefing paper was
prepared for this meeting (Appendix 20). It notes the purpose and background of the group as
well as a compensation progress report.
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1V. Summary of Activities Related to Recommendations in 2007 Special Visit Team Report

Embedded in the reforms described above are several activities undertaken by the University that
relate directly to recommendations from the 2007 Special Visit Team Report. These reforms
have been presented under the broad categories of issues cited in the Commission Action Letter
but they also apply to improvements called for in the Team Report. To summarize progress in
addressing report recommendations, the following chart highlights University progress in
addressing each of the five recommendations directed at UC.
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Summary of UC Activities Related to Recommendations in October 2007 WASC Special Visit Team Report

REPORT RECOMMENDATION

RELATED UC ACTIVITIES

(1) UC should build comprehensive processes and procedures to assure that
policies adopted at any level within the organization are preserved and
understood by the persons responsible to implement them. These policies
and procedures should be readily available internally and to the public.

annual reports on compliance, internal audit plans, internal audit activities,
and external audits

ongoing comprehensive policy review with requirements for routine re-
examination and updating of policies

schedule of reports to Regents and availability of reports through UC news
releases and UCOP websites

(2) The Regents should continue building the effectiveness of their
operations by such means as the Governance Committee already created as a
response to the compensation crisis, a strong and properly staffed Audit
Committee supported by state-of-the-art financial accounting and control
systems throughout UC, and a coherent system for verifying regulatory
compliance.

appointed Senior Vice President - Chief Compliance and Audit Officer and
created Office of Ethics, Compliance and Audit Services

appointed Executive Vice President and Chief Financial Officer to oversee
accounting and financial controls, risk management, strategic sourcing, tax
compliance, payroll coordination, and long-range financial planning
expanded responsibilities for Executive Vice President for Business
Operations as well as Secretary and Chief of Staff to the Regents

(3) The Regents and the UCOP should develop procedures that allow for
timely appointments of senior officers consistent with the competitive
marketplace for institutions of UC’s quality.

regular review of SMG compensation policies to ensure reflection of
appropriate market-prevalent practices

established population of SMG & other senior staff whose compensation
requires Regental review and approval; review and adjust annually
delegated to Chancellors, Laboratory Directors and President approval of
certain non-SMG actions; each Regents meeting report actions for non-
SMG staff whose cash compensation exceeds $214,000

(4) As they seek a new President, the Regents should devote significant time
and thought to develop a document that clearly defines the roles,
responsibilities, expectations of the President — along with the roles,
responsibilities, and expectations of the Board of Regents.

Report of the Working Group on the Roles of the Office of the President
(January 2008)

Statement of Expectations of the Members of the Board of Regents
(amended March 2008)

Policy on Board Education and Assessment (amended July 2008)

(5) The Office of the President should develop protocols to support the
campuses and especially campus leaders in timely manner during periods of
turmoil, and seek closer alignment with Chancellors on all matters of
common concern. It should advocate, build, and maintain effective central
systems for common functions, including personnel management and
finance.

monthly Council of Chancellors and Executive Vice Chancellors meetings
Regents’ presentation once every two years on each campus strategic vision
Chancellors join Board table for Regents Education Policy Committee
campus input on revisions contemplated for annual allocation of funds
work proceeding on University-wide personnel payroll system as part of
long-term project for Human Resources Information System




V. New Challenges Facing the University

The single biggest challenge facing the University is the decline in state support. Adjusted for
inflation, state spending per student at UC has fallen by 40% since 1990. Continuing this long-
term trend, precipitous state budget cuts for fiscal years 2008-09 and 2009-10 total $813 million.
In addition to these reductions, the University faces a further gap of $335 million over the two-
year period from increased costs the state has not covered (enrollment increases, health benefit
costs, faculty merits, utility costs, retirement contributions, etc.).

Over the past few months, members of the Board of Regents approved several measures to
address the current fiscal imperatives. In July the Board approved a furlough/salary reduction
plan should yield savings to cover about 25% of the cuts. Fee increases approved in May should
cover another 25%. The balance of the shortfall, along with the above-mentioned unfunded cost
increases, will be absorbed through cuts to UC programs. Campuses have received cuts for the
current year, and are providing input to UCOP on potential revisions to the existing method of
fund allocation.

Concern over the effects of steady erosion of state resources prompted Board Chair Russ Gould
to launch the UC Commission on the Future. Co-Chaired by Regent Gould and President Yudof,
the Commission aims to establish a long-term vision for UC that ensures excellence and access
in the future while simultaneously addressing acute financial challenges. Working groups will
engage the entire UC community on several key questions:

e How can UC best meet the needs of California and at the same time maintain access,
quality and affordability in a time of diminishing resources?

e What educational delivery models will both maintain quality and improve efficiency
for the University's future?

e What is the appropriate size and shape of the University going forward?

e How can UC maximize traditional and alternative revenue streams to support its
mission?

Among those appointed to serve on the Commission are:

e UC Regents Jesse Bernal, Sherry Lansing, Monica Lozano and Yolanda Nunn
Gorman as well as Student Regent-designate Jesse Cheng

e UCLA Chancellor Gene Block; UC Irvine Chancellor Michael Drake; UC Santa
Barbara Chancellor Henry Yang; and UC Berkeley School of Law Dean Chris Edley;

e Academic Senate Chair Mary Croughan; Academic Senate Vice Chair Henry Powell;

e UC Regents Staff Advisor Edward Abeyta; UC Berkeley alumnus Warren Hellman,
California Chamber of Commerce President Allan Zaremberg, and California Labor
Federation Executive Secretary-Treasurer Art Pulaski (AFL-CIO).

e Ex officio members from the UC Office of the President include Interim Provost
Larry Pitts, Executive Vice President Katie Lapp and Executive Vice President Peter
Taylor

Chair Gould has asked the Commission to provide recommendations early next year.
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V1. Conclusion

The structural changes UC has made over the past three years in response to recommendations
from the Task Force and audits position the institution to more effectively grapple with questions
about its future direction and new funding models. As noted, several of the reforms reported
here were underway at the time of the initial Special Visit. Since October of 2007, the Board of
Regents has continued to shepherd changes consistent with its governing role and, since June of
2008, President Yudof has pursued improvements in University management consistent with his
role as the chief executive.

Moreover, the actions taken by the Board and the President that brought the University to its
current state directly address the concerns articulated by WASC more than a year ago. These
efforts also are responsive to the recommendations put forth in the Special Visit Team Report
from October 2007.

The cumulative effect of UCOP restructuring, enhancements to the operation of the Board of
Regents, and clarification of governance and management roles has resulted in significant
organizational change. This change has yielded institutional policies and practices entirely
consistent with the Commission’s accrediting standards--in particular the subset of standards at
issue in the first Special Visit (Appendix 21). Reforms have strengthened systemwide leadership
at UC by mandating high performance, appropriate assignment of responsibility, accountability
at all levels and transparency to the public. Policy reviews, business improvements, and ongoing
evaluation in all areas have reinforced the integrity of University operations and have begun to
restore confidence in decision-making at the system level. The Board of Regents is exercising
appropriate oversight in governing the system, leaving the President and other leaders to manage
the wide range of endeavors that constitute the UC enterprise.

Most importantly, these changes are not one-time reforms of select areas that will subsequently
remain static but reflect a broad transformation of University governance and management
frameworks. This transformation provides the foundation of strong leadership required for
accreditation of each University campus and will afford the discipline, flexibility, cooperation
and candor to meet the many significant challenges ahead.
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VII. Appendices

1. WASC Commission Action Letter to President Dynes -- February 26, 2008
2. Report of the WASC Special Visit Team -- October 23 - October 24, 2007

3. Revised Fiscal Year 2008-09 Budget for the Office of the President and Update on
Ongoing Restructuring Initiative -- Regents’ Item, November 19, 2008

4. UC Office of the President organizational charts -- July 2009 and February 2008

5. Approval of Fiscal Year 2009-10 Budget for the Office of the President -- Regents’ Item,
May 7, 2009

6. Report of the Working Group on the Roles of the Office of the President -- Governance
Committee of the Board of Regents, January 8, 2008

7. Minutes of the Regents’ Committee on Governance -- January 16, 2008

8. Statement of Expectations of the Members of the Board of Regents -- as amended
March 20, 2008

9. Schedule of Reports to the Regents -- July 2009
10. Policy on Board Education and Assessment -- as amended July 17, 2008
11. Task Force on UC Compensation, Accountability and Transparency -- Report, April 2006

12. Task Force on UC Compensation, Accountability and Transparency -- Status of
Implementing Regents’ Approved Actions (August 2009)

13. Web links to New and Recently Revised Policies for UC Senior Management Group

14. Annual Report on Executive Compensation for Calendar Year 2008 -- Regents’ Item,
May 7, 2009

15. Report on 2008 Employee Payroll -- May 2009

16. Annual Report on Compensated Outside Professional Activities for Calendar Year 2008 --
Regents’ Item, March 19, 2009

17. Compensation-related actions reported at the July 2009 Regents meeting, including interim
actions, closed session items, bi-monthly tracking reports, and delegated actions

18. Report on Compensation Policies and Practices -- 2009-09 Legislative Session
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20.

21.

Roster of Task Force on UC Compensation, Accountability and Transparency

Follow-up Report to the Task Force on UC Compensation, Accountability and Transparency
-- August 13, 2009

WASC Standards and Criteria for Review Relevant to Compensation Audit and Task Force
Findings -- revised 2008
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WEesTERN AssoCIATION oF ScHooLs & COLLEGES
AccrepiTING CoMMissION FOR SENIOR COLLEGES & UNIVERSITIES

WASC

February 26, 2008

Robert C. Dynes
President

University of California
1111 Franklin Street
Oakland, CA 94607

Dear President Dynes:

At its meeting February 20-22, 2008, the Commission considered the report of
the Special Visit team that conducted its visit to the Office of the President
October 23-24, 2007. The Commission also had available to it the materials
prepared by the University for this visit, and your cover letter and attachments
in response to the team report, dated January 28, 2008. The Commission
appreciated the opportunity to discuss the report with you and Chief Operating
Officer Rory Hume prior to its meeting, and with Dr. Hume and Regent and
Vice Chair Russell Gould at the meeting. The interchanges were very helpful
to understanding the issues raised in the materials and the steps taken by the
University since the visit.

This special visit was requested by the Commission in my letter to you of
December 7, 2006. At that time, the Commission had reviewed several audit
reports and press accounts regarding compensation issues, governance and
decision making at the University. As stated in my letter, while the
Commission does not accredit the Office of the President or the Board of
Regents independently, each campus of the University accredited by WASC is
affected by system-level actions and the governance system implemented by
the Board of Regents. The compliance of the University with WASC
Standards for governance and decision making at the system- or University-
wide level has been presumed, but not verified in any systematic way
previously. These reports called into question that presumption. At that time,
the Commission identified two Commission Standards relevant to the special
visit: Standard 1, dealing with institutional integrity and accountability, and
Standard 3, dealing with financial controls, board governance and the exercise
of its fiduciary responsibilities, and decision making between the Office of the
President, the Board of Regents and the campuses. In addition, the
Commission and the Special Visit team identified a number of Criteria for
Review under Standards 1 and 3 at issue: CFRs 1.3, 1.8, 3.8, 3.9 and 3.10.
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The Special Visit team was able to interview a wide range of people within the board and the
Office of the President, as well as the campus Chancellors. These interviews, and the review of
the documentation prepared by the University, provided a range of perspectives on the issues of
governance and decision making. The Commission appreciates the openness of all who
participated in the process to discuss the background to the audit reports, and the additional
studies and steps underway to address the many concerns raised by these reports. At the same
time, the January 18, 2008 letter from the Regents took issue with a number of the team’s
findings, expressing concern that the team report did not recognize a number of steps that were
taken before the team visit. The University’s response also provided new information about
actions that have come to fruition after the visit relating to the concerns raised by the Special
Visit team.

In reviewing both the team report and the University’s response, the Commission found that on
nearly all major points, there was less disagreement over the issues or concerns raised, but rather
a concern by the University that the team report failed to identify a number of detailed actions
already taken by the Regents or the Office of the President. In this respect, the University
appears to be advancing the position that the concerns or issues have been addressed and
resolved by the steps already taken by the University or Board of Regents.

The Commission was able to discuss these issues with both representatives of the University and
the team chair, and determined that a number of steps have indeed been taken and progress has
been made since the visit, especially with the completion of the report of the Working Group on
the Roles of the Office of the President. However, significant issues remain to be addressed
under Commission Standards. Indeed, the Commission would distinguish between the structural
responses undertaken, which are many, and the need for a shift in operational behavior, which
the team did not find yet in evidence. Such a shift would bring the conduct of the University’s
governance and decision making systems into closer alignment with Commission Standards, best
practices, and the University’s own stated intentions identified in its January 18"™ response.

There was general agreement by all at the time of the visit that the University’s governance and
decision making systems did not meet WASC Standards with respect to compensation issues.
As stated by the team, these issues have been vigorously addressed, and the actions taken, while
not complete, have resolved most of the issues relating to noncompliance with WASC Standards.
At the same time, notwithstanding the significant responses of the University to compensation
issues, “it soon became clear that other significant issues were also present in UC’s governance,
leadership, and decision-making process that are relevant to WASC’s standards. Both the team
report and the University’s response address the same larger issues, but the team went on to note
that,

[S]ome of these issues are not widely recognized by the Board of Regents but are
of sufficient significance to warrant attention, reflection and action. At the
present time, these issues seem fundamental to effective governance and decision
making, especially at a time when the University’s leadership is in transition.
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While acknowledging the many actions taken and underway, and especially the activities of the
Board’s Governance Committee, the Commission ultimately concurs in this finding. The
Commission found that a number of useful recommendations were provided by the team, which
could lead to improvement in the functioning of the University’s governance and decision-
making systems. The Commission endorsed the team’s findings and recommendations, and
urged that they be discussed by the Board of Regents and the Office of the President, and
incorporated into the activities underway. The Commission also highlighted several issues for
University attention:

Strengthening the role of the President. Perhaps the most fundamental of the issues now facing
the University is clarifying and strengthening the role of the University President. The
Commission found the January 8, 2008 “Report of the Working Group on the Roles of the Office
of the President” to be a useful document. While this group was meeting at the time of the visit,
its report was not available to the Special Visit team. It highlights several critical issues, which
the Commission finds in accord with the recommendations of the team report, Commission
Standards and best practice in university governance. The Commission understands that this
report has been discussed and adopted by the Governance Committee and the Board. It sets forth
the goal of restoring confidence in the Office of the President and investing the president with
the primary responsibility for managing and leading the University. As stated by the report, the
president “should be the authoritative sole official channel of communication between the Board
of Regents and the administrative structure of the university.” Based on the findings of the
Special Visit team, and implicit in the Working Group report, this goal is necessary but has yet to
be achieved. It will be important for the role of the president to be firmly established, as well
described in the Working Group report, in order for the University to recruit and maintain the
kind of executive leadership that it needs to lead such a world-class system of campuses.

Redefining the role of the Board of Regents. Both the team report and the University’s response
reflect an awareness that the Board has vigorously responded to the many concerns raised by
various audits and studies, and has moved into an operational role in many cases. The
University’s response acknowledges the need for the Board to return to a more policy-setting
oversight role, and again the Working Group report sets forth the well-established role of
governing boards as providing “fiduciary oversight and broad policy determination.” The
University’s response identifies a number of new positions within the Office of the President,
established by the Board and the President, to oversee compliance, and indicates that the Board’s
committee structure is now positioned to work with the Office of the President to oversee
compliance with University policies. Having necessarily stepped into the operational role, it will
now require discipline and periodic self-assessment for the Board to be assured that it is
supporting the primary role of the President and operating within its fiduciary and policy
framework. This shift will be critical to the success of any new President.

The Special Visit team recommended that a formal agreement be reached between the Board and
any new President specifying roles, responsibilities and expectations for the President and the
Board. This would be a possible way to implement and operationalize the recommendations of
the Working Group.



APPENDIX 1

Commission Action Letter — Page 4
University of California Office of the President
February 26, 2008

The Working Group report also suggested patterns of conduct in the relations between the Board,
the Office of the President and the campuses. These recommendations seem appropriate for
ensuring consistent communication and decision-making processes, and the Commission urged
that the success of maintaining such practices should entail periodic monitoring.

The Commission also noted that the Chief of Staff role to the Board is new, and therefore the
relationship of this position to the Office of the President is being worked out operationally. The
Commission urged that while the new role is important to support the Board with its many
responsibilities, it should also be subsidiary to the President in terms of setting the agenda for the
Board, and not compromise or undermine the role of the President.

Reviewing the “operational culture” of the Board. The team report highlights a number of areas
where the pattern of behavior of the Board has become problematic. The Commission considers
these issues to be fundamental areas for Board attention. Foremost of these is establishing
protocols or operating procedures for Chair and Regential conduct and decision making. For
many years, there appears to have been the practice for the Chair, as well as individual Regents,
to speak with apparent authority on issues without formal or collective Board discussion and
action. That boards act through collective action is a basic tenet of good board governance and
an expectation of the Standards of Accreditation. As stated by the team, “It will be important for
the Board to establish clear principles defining to whom and under what circumstances
individual Board members are authorized to speak on behalf of the Board, especially absent
formal Board action.”

The Commission was also concerned about the need for the Board to assess periodically its own
performance, especially in light of the roles clarification established by the Working Group, and
to assess the effectiveness of Board orientation and ongoing training of its members. One aspect
of this self-assessment should include comments from the senior leadership of the University,
including the President, Provost, Chancellors and the Academic Council. The Commission
understands that efforts are underway to address this concern by working with a program
sponsored by UCLA. The Commission further encourages the Board to deliberately engage
Regents in meetings with other system and university board members, through the Association of
Governing Boards or other national organizations, to assist in broadening the understanding of
the Board of its functions and roles as the governing body of a public higher education system.
The Commission would also welcome participation of the Regents and University System
leadership in WASC events.

The Commission also was concerned about reports of the Board’s treatment of its own staff and
administrators, reported as occasional incivility. Again, it is a fundamental role of a governing
board to work collaboratively with its own staff and administration, and faculty, and to set into
motion appropriate evaluation systems for key reports. With such systems, it is the responsibility
of the board to develop key performance goals and objectives, and support its staff in achieving
them. The Commission understands that a new system of evaluation of key reports is being set
into place and hopes that there will be an opportunity, through the Working Group report and the
continuing work of the Mercer Group, to address these issues.
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Continuing efforts to address compensation practices. The University has developed and
implemented new policies and systems to address concerns raised in its review of compensation
practices. Given the need of the University to continue to attract and retain the best talent at each
of its campuses, it will be important for decisions to be made in a timely manner, and in keeping
with the highly competitive market in which the University competes. The Commission
commends the University for the many steps it has taken to address these issues, and for its
awareness of the need to maintain transparency and conformity with policies while continuing to
recruit the best personnel possible. Key to these efforts will be moving toward more effective
data and reporting systems, and the University has taken steps to address this vital need.

As the University moves to select a new President, it will be important to continue to make
progress on each of these issues. It is the responsibility of the Board to create and sustain the
conditions for the success of its key leaders, while setting priorities and evaluating their
performance. The Board and the Office of the President have each undergone considerable
strain in the past several years as a result of the issues arising from compensation practices, and
there have been internal and external attacks on each as these issues have been addressed.

The Commission supports the University’s conclusions that significant efforts to address these
challenges have been made, and that much progress has been achieved, The report of the
Working Group appears to have set a framework for clarifying roles and restoring balance in the
functions of these vital elements of University governance and decision making. For further
progress to be made, changes in operational conduct and behavior are needed, which will enable
the University to achieve the promise of these efforts.

The Commission, as did the team, finds that these issues are matters of serious concern under
Commission Standards. The progress made to date will need to be sustained and
institutionalized. The Commission urges the Office of the President and the Board of Regents to
address these concerns and recognize them as additive and complementary to the steps
underway.

The Commission acted to:

1. Receive the report of the Special Visit team.

2. Request a Special Visit in spring 2009 to assess the progress made in addressing the
issues raised in this letter and the five recommendations made in the team report
addressed to UC.

3. Request also a meeting with the new President of the University within 60 days of her or
his appointment, to review the issues to be addressed as part of the follow-up special
visit.

In accordance with Commission policy, a copy of this letter will be sent to the chair of the Board
of Regents in one week. The Commission expects that the team report and this action letter will
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be widely disseminated throughout the institution to promote further engagement and
improvement, and to support the institution’s response to the specific issues identified in them.

Please contact me if you have any questions about this letter or the action of the Commission.

Singgrely,

| Geg. 0. OQMZ%
Ralph A. Wollff,

President and Executive Director
RWjaa
cc: Sherwood Lingenfelter

Members of the team
Hilary Baxter, ALO
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REPORT OF THE WASC SPECIAL VISIT TEAM

To the University of California Office of the President
and Board of Regents

October 23 - October 24, 2007

Team Roster
John T. Casteen III (University of Virginia), Chair
Cameron Howell (University of Virginia), Team Writer
William E. Kirwan (University System of Maryland)
Kitty Lagareta (University of Hawaii System)

The evaluation team in conducting its review was able to evaluate the
institution according to Commission Standards and Core Commitments and
therefore submits this Report to the Accrediting Commission for Senior
Colleges and Universities of the Western Association of Schools and
Colleges for action and to the institution for consideration.



APPENDIX 2
Report of the WASC Special Visit Team: University of California 1

On October 23-24, 2007, a special committee of the Accrediting
Commission for Senior Colleges and Universities of the Western Association of
Schools and Colleges (WASC) visited the Office of the President of the University
of California (UC) in Oakland. This report provides background information,
findings, and recommendations for the UC Board of Regents, for UC’s senior
executives, and for WASC.

The names and affiliations of the members of the special committee are
listed in Appendix A. The special committee expresses its gratitude for the
candor and responsiveness of all with whom it met while in Oakland, and also of
those who provided information in individual interviews and in conference
calls. We are especially grateful to President Robert Dynes, Provost and
Executive Vice President Wyatt R. Hume, and staff members in the President’s
Office for their responsiveness to our many questions; to the Regents who
provided context and their perspectives on the issues that we were asked to
examine; and to the faculty members, chancellors, former chancellors, and others
who provided us with valuable information and commentary.

Hilary A. Baxter, UC’s WASC Accreditation Liaison Officer, and Diane M.
Griffiths, the Regents’ Secretary and Chief of Staff, provided specific and timely
assistance, for which we are grateful. Several Regents met with us face-to-face or
by telephone. These included Chair Richard C. Blum, Vice-Chair Russell Gould,
Judith Hopkinson, Joanne Kozburg, and Sherry L. Lansing. WASC President

and Executive Director Ralph A. Wolff advised us before, during, and after the
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visit. Each has contributed in some sense to this report, and we are grateful to
all.

In addition, Cameron Howell of the President’s Office at the University of
Virginia provided invaluable staff support throughout this project, including

serving as principal drafter of this report. We are much indebted to him.

Background

In 1992, following controversy about executive compensation, the UC
Regents adopted policies and procedures to promote fiscal transparency and to
prevent abuse. These policies appear not to have been adjusted after 1992. Over
time, UC administrators and Regents apparently forgot these policies or ceased
to follow them systematically. In November of 2005, the San Francisco Chronicle,
and subsequently other news sources, alleged large-scale irregularities in the
salaries and compensation awarded to high-level UC administrators.

State government and the UC appear to have initiated inquiries shortly
after the newspaper reports appeared, among them a Task Force (and eventual
report) on UC Compensation, Accountability, and Transparency; two external
audits conducted by PricewaterhouseCoopers; one internal audit conducted by
the University Auditor; and a state audit conducted by California’s Bureau of
State Audits.

These reports and audits revealed numerous failures and violations of UC
policies. The Regents” 1992 policy required that all compensation arrangements

(including base salary, moving expenses, special relocation allowances, housing
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allowances, and summer stipends) for some 300 senior executives be identified
and presented to the Regents in their action agenda when the Regents approved
these appointments. In scores of instances over at least the past half-dozen years,
total compensation was not systematically included in approval requests made

to the Regents.

WASC Accountability Issues

In light of the audit findings, WASC examined UC’s compliance with its
standards and criteria for accreditation. The identified irregular compensation
arrangements included, among others, administrators on UC’s separately
accredited campuses. WASC President and Executive Director Ralph A. Wolff
wrote to President Dynes on December 7, 2006, that each UC campus is affected
by governance actions taken by the UC Office of the President and the Regents;
system-level governance and deficiencies in system-level governance “have
direct impact on and relevance to the accreditation of each campus.” Mr. Wolff
identified as relevant two specific WASC Standards for Accreditation:

The matters identified in the audits are subject to Commission
attention under Standard 1, which covers institutional integrity and
accountability[,] and Standard 3, which covers financial controls
and oversight and decision-making processes. In addition, these
issues have implications under Standards 1 and 3 with regard to

University governance —how the governance systems of the
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University are responding to assure that these matters are being
addressed in a timely and appropriate way.
In addition, five of WASC'’s Criteria for Review were determined to be at
issue. CFRs 1.3,1.8, 3.8, 3.9., and 3.10 read as follows:

CFR 1.3 The institution’s leadership creates and sustains a
leadership system at all levels that is marked by high performance,
appropriate responsibility, and accountability.

CFR 1.8 The institution exhibits integrity in its operations as
demonstrated by the implementation of appropriate policies, sound
business practices, timely and fair responses to complaints and
grievances, and regular evaluation of its performance in these
areas.

CFR 3.8 The institution’s organizational structures and
decision-making processes are clear, consistent with its purposes,
and sufficient to support effective decision making.

CFR 3.9 The institution has an independent governing board
or similar authority that, consistent with its legal and fiduciary
authority, exercises appropriate oversight over institutional
integrity, policies, and ongoing operations, including hiring and
evaluating the chief executive officer.

CFR 3.10 The institution has a chief executive whose full-

time responsibility is to the institution, together with a cadre of
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administrators qualified and able to provide effective educational
leadership and management at all levels.

In May of 2007, Mr. Woltf appointed the current special committee (1) to
determine whether or not the University of California (at the levels of the
Regents, Office of the President [UCOP], and campuses) has responded
effectively to issues arising under WASC Standards 1 and 3 and the five related
CFRs; (2) to evaluate how these responses illuminate the governance functions of
the UCOP, the Regents, and the campuses; (3) to offer advice to benefit the UC
system; (4) to identify necessary follow-up actions to be taken by the UC and/or
WASC with respect to the audit findings and CFRs; and (5) to offer advice to
strengthen and clarify the relationship between the University of California

system and WASC.

The University’s Response

On September 17, 2007, UC submitted to WASC and to the special
committee the report entitled “Follow-up Action in Response to Task Force
Report and Audits on Compensation” and supported by appendices labeled A
through Z. This report summarizes the UC compensation issues and identifies
conditions that contributed to them, describes the relationship between WASC
standards and the compensation controversy, and outlines corrective actions
taken by the University.

The report discloses that UC has implemented numerous remedies in

response to the audit findings. Some of these remedies are ongoing or have not
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yet begun. These include Regents’ actions, system-level reforms, and campus-

level reforms.

Committee Procedure

The WASC special committee evaluated the UC’s “Follow-up Action in
Response to Task Force Report and Audits on Compensation” and discussed this
report in a conference call before visiting the UC System Office on October 23-24.
Members of the special committee spoke with Richard C. Blum, Chair of the
Board of Regents, in a conference call on October 1. (Mr. Blum could not be
present during the October 23-24 visit.) Using a uniform set of questions,
committee members interviewed several current and former UC chancellors, as
well as a former UC provost. With two exceptions, these interviews were
conducted before the special committee’s October 23-24 special visit. Telephone
conversations with one Regent who could not be present during the special visit
occurred after the visit. While in Oakland, the committee had access to
additional documents and reports relevant to the compensation audits and to

UC’s systems of governance.

Committee Findings

On page 2 of UC’s “Follow-up Action in Response to Task Force Report
and Audits on Compensation” document, the University makes the following

assertion. Underlining for emphasis is original to the report:
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We believe that, collectively, corrective measures taken by the

University —those completed, those underway|,] and those

requiring additional attention — vield policies and practices at all

levels that are wholly consistent with the standards upon which

WASC accreditation is based.

Although the WASC special committee concurs that the several audits have led
to a conscientious and through analysis of many of the issues relating to
violations of compensation policies, the committee’s interviews and research also
led the committee to the conclusion that there are significant, other governance
issues that the UC needs to address, some of which are matters of serious
concern.

The issues leading to the creation of the special committee appear to have
occurred primarily at the interface between the UC Office of the President and
the Regents. We neither heard nor found in the audit reports any suggestion of
impropriety or irregularity on any of the campuses. UC’s “Follow-up Action in
Response to Task Force Report and Audits on Compensation” proposes vesting
significant new responsibilities in the Office of the President. Separately,
however, Chairman Blum’s August 22, 2007, letter (“We Need to Be Strategically
Dynamic”) challenges the functioning of the Office of the President and calls for
reorganization and changes in the operation of the President’s Office.

We heard from virtually all with whom we talked that governing the UC
system and its ten campuses should be the collaborative work of the campus

chancellors and administration, the President or Office of the President, and the
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Regents. In reviewing the overall assignment and delegation of roles and
responsibilities between the campuses, the Office of the President, and the
Regents, we found deviations from WASC's standards or expectations of
“leadership,” by which term the Standards and CFRs clearly include both
administrators and the Regents. We spoke to no one who disagreed with this
observation. The University identified some of these deviations in its reports,
and it has developed processes to correct many of them. Related audits are still
in progress. In addition, the Regents have relied heavily on external consultants,
notably PricewaterhouseCoopers and the Mercer Group, to propose new systems
and procedures.

We believe that these efforts are likely to document adequately the
deviations from policy that did occur with respect to compensation issues and to
make future violations unlikely. One caution deserves to be noted: A challenge
that arises when correcting past wrongs and, at the same time, revising
necessarily complex policies for the future is to avoid over-correction. A flawless
reporting system may trigger expansion of processes that are already highly
bureaucratic and, in the process, make timely action on high-level appointments
more complicated than necessary.

From the information available, we see no reason to believe that the
deviations from the Regents” 1992 policy were intentional or that anyone in the
Office of the President deliberately departed from the Regents’ requirements and
expectations. In many instances, the total compensation of proposed appointees

appears actually to have been reported to the Regents, but in background
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documents rather than in the Regents” action agenda. (The 1992 policy required
that this information appear in the action agenda.) In most identified instances
of incomplete or improper reporting of total compensation, the unreported
amounts were comparable to compensation approved for persons in comparable
positions whose compensation was reported properly in the action agenda.

The available information suggests that personnel in the Office of the
President decided on a case-by-case basis which elements of compensation to
report in the action agenda and which not to report.

These facts being as they are, we believe that the deviations from the
Regents” 1992 compensation policy were not in compliance with WASC
standards as noted below and resulted from the following:

(1) Loss of “institutional memory,” including knowledge that the

1992 policies ever existed. Few or no Regents or senior UC
officers were in their current positions when the 1992 policies
were adopted (WASC Standards 1 and 3; CFRs 1.3, 1.8, 3.8, and
3.9).

(2) An internal audit system that failed to track compliance with
Regents’ policies and flag them for the Regents or for the
President. This issue touches both governance and executive
management practices (WASC Standards 1 and 3; CFRs 1.3, 1.8,
and 3.9).

(3) The absence of systematic review of materials submitted to the

Regents by persons charged specifically with verifying the
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action agenda’s adherence to established policies. This or
analogous safeguards ought to be commonplace protections for
a public board with responsibilities as broad as the Regents’
responsibilities (WASC Standard 3; CFRs 1.3 and 3.8).

4) The absence of a central or universally accessible system for
personnel records, including compensation records. The
various campuses have independent human resource
databases. No universal interface exists. Needed compensation
data are acquired from the campuses manually and slowly —a
problem that appears to account for the delay of four months
before the University could respond to the executive
compensation allegations originally made in the Chronicle in
2005 (CFR 3.7 [“information technology resources. . . sufficiently
coordinated and supported to fulfill (the University’s)
educational purposes and to provide key academic and
administrative functions”]).

More than one factor seems to have shaped an environment in which
violations of UC compensation policies were not uncommon. One is the Regent’s
decision several years ago, as reported by several Board members, to
decentralize the University’s administration. Senior officers were instructed to
“bring less material to the Board” for review and approval, but the instruction
came in the form of informal direction rather than in the form of a policy

revision. The Regents” need to keep their workload under control is
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understandable and legitimate. At the same time, senior officers working under
these informal instructions were placed at risk with regard to Regents’ policies
adopted prior to their time.

A second factor is clearly the scale and complexity of the Regents’
workload and the quality of the management systems available to the President’s
staff as they provide services to the Regents. The absence of a centrally
accessible personnel system makes compensation work especially difficult.
Generally speaking, meetings occur every second month, a schedule that is in no
sense unusual for boards of this kind. Offers of employment and salary
commitments often need to occur between Board meetings. Chancellors and
other officers hire new colleagues in a competitive marketplace where timely
offers have a premium value and where an unwieldy, prolonged, and

bureaucratic process of approval can damage the University’s interests.

Additional Issues of Significance

Although the special committee initially focused on the response of the
UCOP and Regents to compensation issues, it soon became clear that other
significant issues were also present in the UC’s governance, leadership, and
decision-making processes that are relevant to WASC’s standards. As a result,
the special committee is obligated to report what it found in the course of
examining UC’s written submissions to WASC and in the course of its interviews
and research. We believe that some of these issues are not widely recognized by

the Board of Regents but are of sufficient significance to warrant attention,
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reflection, and action. At the present time, these issues seem fundamental to
effective governance and decision-making, especially at a time when the
University’s leadership is in transition:

1. There is no consistent, verifiable annual evaluation of the President
conducted in the context of annual or other presidential plans of work agreed
upon by the President and the Board of Regents. We heard contradictory reports
about evaluations of the President. These ranged from no evaluation, to
evaluation by a few Regents, to evaluation by the Chair, all described as both
with and without periodic reports of findings to the Regents (WASC Standard 1;
CFRs 1.3, 1.8, and 3.9).

2. There is no consistent, systematic board self-assessment, and there is no
on-going or constant improvement/self-improvement program for the Regents.
Newly appointed Regents receive a general briefing on UC systems and
procedures shortly after they are appointed. Regents and staff members told us
that, after this initial orientation session, the Regents do not engage in process- or
system-improvement exercises to assure that they understand current best
practices among boards with similar mandates. Responses to our questions
about Regents’ participation in the on-going training programs offered for
college and university board members by the Association of Governing Boards
and similar organizations were mixed. No one with whom we talked reported
having taken part in any training exercise of this kind (WASC Standard 1 and

Standard 3; CFRs 1.3, 1.8, and 3.9).
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Symptomatic of the Board’s failure to address “best-practice” governance
issues, we received differing responses when we asked whether or not the
Regents had discussed among themselves the possible value of Sarbanes-Oxley
principles of corporate governance to their work as Regents, particularly with
regard to their fiduciary responsibilities. One prominent Regent said that they
had not. Others said that they had. Similarly, no Regent with whom we spoke
was familiar with the two commissions formed by the Association of Governing
Boards (AGB) specifically to recommend best practices for board governance as
it relates to the employment and assessment of college and university
presidents. (See the 1996 report of the AGB Commission on the Academic
Presidency [“Stronger Leadership for Troubled Times”] and the 2006 report of
the AGB Task Force on the State of the Presidency in American Higher Education
[“The Leadership Imperative”].) In our opinion, knowledge of these two reports
might well have protected the Regents’ interests in executive compensation and
general oversight of the Office of the President.

3. There are no consistent (formal or informal) “operating procedures” for
Chair and Regent conduct and decision-making. There appears to be a practice
among members of the UC Board of Regents, especially the Chair, to make
seemingly official statements regarding the UC without formal Board action or
prior discussion and authorization of the Board through collective action. Itis a
general principle of board functioning that boards act only through formal and
collective action, rather than as individuals. One example of individual rather

than collective action arose in the discussion of widely publicized plans issued in
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a position paper by Chairman Blum on the need for reorganization of the UC
Office of the President. We received inconsistent responses when we asked to
what extent the entire Board of Regents or some significant Regents” committee
had contributed to or approved Chairman Blum’s letter (“We Need to Be
Strategically Dynamic”) before that letter was published and circulated, and, in
response, the administrative reorganization described in it was begun by the
University administration. Generally speaking, the Regents with whom we
talked said that they had little or no knowledge of the letter prior to receiving it
and reading newspaper accounts of it. It is clear that the letter and proposed
actions were not formally adopted by the Board prior to publication (WASC
Standard 1 and Standard 3; CFRs 1.3, 3.8, 3.10, and 3.11).

Responses were similarly inconsistent when we asked whether or not the
Regents had discussed or approved the letter at their next meeting, following the
letter’s publication. A faculty spokesperson told us that he discussed it in his
presentation to the Regents at this meeting. We heard also that one other
reference to it occurred during this meeting, but that the Regents did not discuss
the letter or approve the then-in-progress reorganization of the President’s Office
and appointment of a Chief Operating Officer. The special committee finds it
highly unusual and at odds with accepted board governance “best practice” for a
letter of this importance to be made public without considerable discussion of its
underlying content by the Board and the UCOP and for follow-up action to be

taken in response to the call of a single Regent, albeit the Chair.
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Similarly, the team learned that Board members have regularly and
publicly commented on UC issues outside of Board meetings, sometimes
critically, asserting their leadership positions on the Board. It will be important
for the Board to establish clear principles defining to whom and under what
circumstances individual Board members are authorized to speak on behalf of
the Board, especially absent formal Board action. In addition, as further
described below, formal lines of authority and boundaries between the policy-
setting role of the Board and the executive function of the Office of the President
need to be established and followed.

4. There is a culture of interaction within the Board of Regents that needs
attention. A concern raised often enough in our interviews to merit mention is
the belief that the Regents are sometimes unnecessarily harsh in their treatment
of UC administrators, faculty, and staff. According to these reports, civility in
communications at public and private meetings, in the media, and in other
venues have suffered over time, and the consequence is a perceived absence of
common purpose and a “we-they” mentality. This perception merits attention
because it undermines shared governance and collective responsibility (WASC

Standard 1 and Standard 3; CFRs 1.3, 3.8, 3.9, and 3.10).

Committee Recommendations

The following recommendations are made in the spirit of encouraging

further progress on the issues facing the University of California:
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1. UC should build comprehensive processes and procedures to assure that
policies adopted at any level within the organization are preserved and understood by
persons responsible to implement them. These policies and procedures should be readily
available internally and to the public. Available technology will allow this
information to be maintained within a searchable, public database with
appropriate indexing and editorial attention to assure that interested persons
generally (not to mention persons who need to know because of their duties) can
find and track policies relevant to any issue. We recommend further that the
Regents adopt a system-wide rule of sunsetting and then periodically reenacting policies
so that chancellors, the President, and the Regents do not find themselves locked
into policies (or salary caps or any other artificially rigid prescriptions) that by
their nature require regular review and renewal.

2. The Regents should continue building the effectiveness of their operations by
such means as the Governance Committee already created as a response to the
compensation crisis, a strong and properly staffed Audit Committee supported by state-
of-the-art financial accounting and control systems throughout the UC, and a coherent
system for verifying requlatory compliance. Among other responsibilities, the
Governance Committee might well design and run that part of the orientation of
new Regents to the Regents’ responsibilities, codes of conduct (including
agreements as to who speaks for the Regents and what responsibilities come to
individual Regents when they speak for, or present themselves as speaking for,
the UC), customs of operation, and range of authorities. This committee might

also take responsibility for periodically sending individual Regents to meetings
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of the Association of Governing Boards, WASC, and the American Council of
Education, and it might encourage Regents to volunteer to serve on visiting
committees of WASC and other accrediting and regulatory entities that address
issues like the UC’s, but in other states and contexts. It might also manage a new
set of programs of self-assessment, self-scrutiny, and self-improvement for the
Regents. The Audit Committee or some other designated committee should
regularly conduct self-assessment programs for the Regents. These should
include assessments of members’ individual work, of the work done by
committees of the Regents, and of the performance of the President and the
Office of the President.

The Regents” Audit Committee should assume at least some of the
responsibilities accepted by the audit committees of the boards of public
companies under the Sarbanes-Oxley Act of 2002, even though these
responsibilities are not imposed by law on not-for-profit entities. Best practice is
a common matter of scrutiny for well-governed boards and universities. An
audit committee is a natural repository for this responsibility. Among other
responsibilities, the Regents’ system for verifying regulatory compliance should
provide regular reports for the Regents on the UC’s accreditation, federal
statutory, state statutory, and other regulatory obligations, and also on processes
of regulatory change that affect or may plausibly affect the UC. Here, too, the

Regents’ goal ought to be informed by best practice.



APPENDIX 2
Report of the WASC Special Visit Team: University of California 18

3. The Regents and the UCOP should develop procedures that allow for timely
appointments of senior officers consistent with the competitive marketplace for
institutions of UC’s quality.

4. As they seek a new President, the Regents should devote significant time and
thought to developing a document that clearly defines the roles, responsibilities, and
expectations of the President — along with the roles, responsibilities, and expectations of
the Board of Regents. Ambiguity about the respective roles of the Regents and the
President compounds the problems described in this report. Mr. Blum’s letter
(“We Need to Be Strategically Dynamic”) may solve certain problems and meet
genuine needs, including the need for institutional memory of Regents policies,
but unresolved ambiguity about which functions belong to the Regents and their
new Chief of Staff and which belong to the President will likely complicate rather
than simplify roles and responsibilities as a new UC President takes office. A
document defining the roles of the President and Board might take the form of a
compact or codicil or side letter to the letter of the President’s appointment, and
in this compact the Regents and the eventual President should subscribe together
to a set of core principles for the future. These should include transparency,
strict attention to policies competently adopted and to perpetual review and
renewal of these policies, and understandings about who speaks for the UC and
with what authority. This compact should define the limits of each signatory’s
responsibilities and authorities. It should embody sound principles of
institutional governance and execution of positions of public trust. It should be a

public document, and it should be periodically updated.
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5. The Office of the President should develop protocols to support the campuses
and especially campus leaders in a timely manner during periods of turmoil, and indeed
should seek closer alignment with the chancellors on all matters of common concern. It
should advocate, build, and maintain effective central systems for common functions,
including personnel management and finance. The UCOP must be accountable to the
Regents for the integrity and effectiveness of its operations while serving the
needs of the chancellors and their campuses. Sound management and control
systems are central to the task of serving both constituencies in a manner that
addresses issues in a transparent and expeditious manner. In building these
systems, the UC Office of the President must have the support of the chancellors
and the Regents.

6. For WASC: Revise the accreditation criteria to include explicit standards for
system presidencies and system boards. These are implicit in the current criteria, but
lay persons appointed to such boards as the UC Board of Regents might well not
understand such terms as “leadership” in a context more complex than that of an

individual campus.

Conclusions

UC’s individual campuses are among the best and most respected in the
nation and in the world. The system as a whole sets a standard of excellence.
This standard of excellence deserves to be matched by an equal level of
excellence in the University of California’s governance systems, in both the

Board of Regents and the Office of the President. The WASC special committee
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believes that the University urgently needs to upgrade and to modernize its
governance systems and procedures. Although real and significant progress has
been made in regard to UC’s compensation policies and practices, serious issues
remain to be addressed with respect to the general systems of governance,
leadership, and decision-making that are required by WASC’s Standards and
Criteria for Review.

The process of searching for a new President of the University of
California presents a unique opportunity to define more clearly the roles and
responsibilities of each of the key parties in the UC’s governance and leadership.
Moreover, given all of the challenges of the past several years in addressing the
policy violations that have occurred in relation to UC compensation, in
addressing media claims regarding these violations, and in addressing criticism
levied by members of the UC Board against its own administration, there is a
need to reestablish confidence in the senior administration of the University and
a need for the Board to conduct itself in ways that will ensure the success of any
new President (and of the Office of the President). Failure to address these issues
could, over time, threaten the reputation that the University of California has
deservedly earned as perhaps the nation’s finest system of public higher

education.
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APPENDIX B: SCHEDULE FOR SPECIAL VISIT BY THE WESTERN
ASSOCIATION OF SCHOOLS AND COLLEGES TO THE UNIVERSITY OF
CALIFORNIA

Tuesday, October 23

Claremont Hotel
41 Tunnel Road
Berkeley, CA 94705
(510) 843-3000

3:00 - 5:00 p.m. — Team meeting (Lanai I)

5:00 - 6:00 p.m. — President Robert Dynes (Lanai I)

6:30 — 8:30 p.m. — Private dinner (Monterey Room on the mezzanine level)
~ Wyatt (Rory) Hume, Provost and Executive Vice President
~ Katherine Lapp, Executive Vice President, Business

Operations

Wednesday, October 24

UC Office of the President
1111 Franklin Street
Oakland, CA 94607

(510) 987-9418

8:00 — 10:00 a.m. — Meeting with UCOP staff that oversee or work on compensation
(rm. 9115)

~ Katherine Lapp, Executive Vice President, Business
Operations

~ Nicholas Jewell, Vice Provost, Academic Personnel

~ Judy Boyette, Associate Vice President, Human Resources &
Benefits

~ Dennis Larsen, Executive Director, Resource
Administration, Human Resources & Benefits

10:00 — 10:15 a.m. — Break
10:15-11:15 a.m. — General Counsel Charles Robinson (rm. 9115)
11:15-12:15 p.m. — Universitywide Academic Senate (rm. 9115)

~ Michael Brown, Chair
~ Mary Croughan, Vice Chair
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12:30 — 2:30 p.m. — Lunch (rm. 12107)
~ Regent Russ Gould, Vice Chair
~ Regent Judith Hopkinson, former Compensation Committee
Chair
~ Regent Joanne Kozberg, co-chair of Compensation Task Force
Secretary of the Regents Diane Griffiths

2:30 — 3:00 p.m. — Follow-up as needed for clarification, review of documents, and
additional information (rm. 9115)

3:00 — 4:30 p.m. — Team meeting (rm. 9115)
4:30 - 5:30 p.m. — Provost Hume (rm. 12102)

5:30 — 6:30 p.m. — President Dynes (President’s conference room — 12" floor)

Arrangements have been made for the team to have dinner at the Claremont on Thursday,
October 24, at 7:30. In addition, the Lanai I room will be available for the team
members’ use from the initial team meeting through 11:00 p.m. on the 24", The room
will be equipped with Wi-Fi internet access, a printer, two copies of the complete report
(including appendices), and other supplies listed in the WASC visit guide.
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Office of the President

TO MEMBERS OF THE COMMITTEE ON FINANCE

DISCUSSION ITEM

For Meeting of November 19, 2008

REVISED FISCAL YEAR 2008-09 BUDGET FOR THE OFFICE OF THE PRESIDENT
AND UPDATE ON ONGOING RESTRUCTURING INITIATIVE

Executive Vice President Lapp will present for discussion an updated and revised FY 2008-09

appropriations for the Office of the President (attached) to reflect savings achieved through the
ongoing long-term restructuring initiative.

(Attachment)


http://www.universityofcalifornia.edu/regents/regmeet/nov08/f5attach.pdf

APPENDIX 3

UNIVERSITY OF CALIFORNIA OFFICE OF THE PRESIDENT
FiscAL YEAR 2008-09 APPROPRIATIONS
(REVISED)

SUMMARY

BACKGROUND

At the March 2008 meeting of the Board of Regents, the Office of the President
presented its Appropriations Proposal for FY 2008-09.

The FY 2008-09 request was based on actual expenditures and FTE, not on previous
year budgets or projections, to assure accuracy and uniformity of data across all Office
of the President departments. The approach reversed the working process of traditional
incremental budgeting, whereby only increases over the previous year’s budget required
justification and approval.

No inflationary increases were built into the proposal. Rather, all departments/units,
except the Academic Senate and those offices reporting directly to the Board of
Regents, were directed to submit proposals for a minimum of 10% in reductions both
for FY 2008-09 expenditures and FTE. This was critical, not only because of growing
state fiscal constraints, but because it provided the basis for beginning the process of
“right-sizing” the central administration function — a necessary first step in the
subsequent design of new systems and structures.

The proposal submitted to The Regents for the Office of the President (excluding the
Academic Senate and the Regents’ direct reports), requested a FY 2008-09 appropriation
of $203,109,678. This represented an expenditure reduction from FY 2007-08
projected expenditures, after adjusting for program costs and fund flowthroughs, of
$51.66 million, or 20.2%. The reduction was achieved in roughly equal parts
between actual cuts and program cost transfers.

The proposed budget also reflected a significant reduction of 404 positions — a 23%
one-year reduction in FTE from within units reporting to the President. This included the
elimination of 6 Senior Management Group positions.

The request was subsequently approved, with slight modifications, at The Regents’ May
2008 meeting.

ADDITIONAL SAVINGS

Under President Yudof’s leadership, the Office of the President has continued its
aggressive restructuring initiative, designed to streamline and right-size central
administration operations at UCOP as well as to improve the effectiveness of its
operations.

The across-the-board reductions described above began the process of containing
growth. While admittedly not the most strategic budgetary tool, across-the-board
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reductions helped launch a long overdue streamlining process. Further reductions have
been achieved through a Voluntary Separation Program, announced to The Regents last
spring.

Having taken the first steps in reducing the Office of the President, the next stage in the
process has been to identify ways in which to reduce unnecessary duplication of
activities and reorganize units to achieve efficiencies and enhance effectiveness. The
most dramatic have been an aggressive effort to consolidate a number of Office of the
President functions, from budget and business services to communications and
institutional research. These consolidations, as well major reorganizations in a number
of departments, including Human Resources & Benefits and the Office of Research and
Graduate Studies (ORGS), have achieved further efficiencies.

These efficiencies are reflected in the revised budget.

The process continues, as detailed in the “"Next Steps” section below, including a
continuing review of Academic Affairs departments, continuing controls over vacancies,
and a sharp curtailment of non-essential travel, entertainment and other expenditures.
The President will report back to The Regents on the results of these additional

measures at the March 2009 meeting, at which a new appropriations request for the
Office of the President will be presented for FY 2009-10.

REVISED FY 2008-09 APPROPRIATIONS

METHOLODGY

The original FY 2008-09 appropriations request was based on an “adjusted” FY 2007-08
base of $255.5 million for the Office of the President (excluding the Academic Senate
and Regents’ direct reports). Adjusted FTE for FY 2007-08 was 1,749.

The rationale for using this “adjusted” total was that it reflected actual administrative
spending by excluding expenditures and FTE funded by such things as programs
restricted for a specific use (i.e. earmarked federal research funds) and costs that are
recouped through “recharges” to the campuses for services (e.g., payroll mainframe
support and strategic sourcing). These expenditures and FTE were exempted from the
10% across-the-board reductions.

In an effort to provide a complete picture of UCOP expenditures, President Yudof
directed that reductions be calculated against the unadjusted budget base of $290
million and 1,874 FTE. The adjusted and unadjusted budget and FTE are outlined in
Chart 1.

Further, President Yudof requested a breakdown of all budgets, both personnel and
non-personnel, by fund source (unrestricted v. restricted) to determine how much of the
savings from UCOP’s budget and FTE was unrestricted in how it could be used.

A discussion of the restricted vs. unrestricted funds breakdown follows below.
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FY 2007-08
CENTRAL ADMINISTRATION EXPENDITURES AND FTE
(ADJUSTED V. UNADJUSTED)

Budget FTE
Adjusted $255,454,955 1749.26
Unadjusted $290,540,287 1873.53

CHART 1

REVISED APPROPRIATIONS

As a result of the steps taken over the last four months, the Office of the President is
revising its appropriations for FY 2008-09 to $230.1 million. This represents additional
reductions identified in the four months since the start of the new fiscal year of 97 FTE
and $8.7 million in budget savings over and above those approved by the Regents in
May 2008.

When these additional reductions are combined with those reflected in the Office of the
President FY 2008-09 budget, they represent a 27% decrease in FTE (to 1,373) since
FY 2007-08, providing a 21% total decrease in total budget. $23 million, or 38%, of
the achieved savings are from unrestricted funding sources, and therefore can be
deployed to other University priorities.

Further Reductions in UCOP
Central Administration Budget ...

TOTAL:

$290.6

million
TOTAL:
$230.1
million
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UCOP Workforce Reductions

1874 FTE

1373 FTE

Achieving the Savings

In the months since the Regents approved the FY 2008-09 appropriations for the Office
of the President, it has moved aggressively to reduce its size while increasing its
effectiveness.

The strategies deployed included:

Consolidation of redundant administrative support functions into single UCOP-wide
units that are organized and staffed in order to broadly serve the entire organization
in ways that reduce redundancy and achieve efficiencies;

Reorganization of existing departments;

Adoption of a Voluntary Separation Program for employees within the units reporting
to the President. While announced in December 2007, with many employees giving
formal notice of participation during the course of the development of the original FY
2008-09 budget, these reductions, in large part, were not reflected in the proposed
FY 2008-09 appropriations request; and

Department-by-department reviews to identify both low-priority activities that could
be eliminated and high-priority functions requiring additional investment. As a result
of these reviews, strict controls were imposed on all vacancies.

These are described at greater length below:
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Consolidations and reorganizations

A central focus of the recent streamlining effort is to reduce redundancy within the
central administration. Among the functions that are performed in the various
departments, in many cases duplicating similar services, are PC/server support; payroll;
and business administration, including budget. Consolidating these functions into single
UCOP-wide units is an effort to recast them as “utilities” that are organized and staffed
in order to broadly serve the entire centralized enterprise.

In addition, there are a number of previously distributed external relations and research
functions that were identified as candidates for consolidations, both to achieve
efficiencies and improve effectiveness. These include communications; institutional
research, reporting and analysis; legislative analysis.

In the last six months, six consolidations have been designed and are in the process of
implementation. They include:

Technology Service Desk is a single, professionalized IT support unit designed to
provide high-quality, secure and professional IT support across the Office of the
President. Status: Completed. Net savings: 10 FTE.

UCOP Budget Office, which consolidates fiscal oversight functions previously scattered
across UCOP into a single, professional unit charged with providing timely, accurate and
rigorous budget reporting and management. Status: Completed. Net savings: 9 FTE.

Business Resource Center (BRC), which eliminates redundancy among more than
100 FTE by creating a single, 49-person unit charged with handling all business
transactions for UCOP. Improves reporting and compliance of over 44,000 annual
transactions. Status: In final stage of implementation. Net savings: 45 FTE.

Communications Unit, which consolidates 40 FTE scattered across eight departments
into a single unit that, under central leadership, will improve service and provide
consistent strategic messaging. Status: Underway. Net savings: 10 FTE.

Institutional Research centralizes responsibility for maintaining, analyzing and
reporting shared institutional data. Benefits include improved data quality and
consistency. Status: Underway. Net savings: 18 FTE.

Issues Management Policy Analysis and Coordination (IMPAC) consolidates and
professionalizes ad hoc issues management, policy development and legislative analysis.
The new unit is designed to upgrade the quality of analysis and to provide leadership
with timely and informed policy and issues management. Status: Underway. Net
savings: 5 FTE.

Note that the net savings of these consolidations have yet to be fully realized. They will
be achieved over the course of the fiscal year, as the new units become fully
implemented and redundancy elsewhere in the Office of the President is eliminated.
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In addition to these consolidations, several major department reorganizations have been
launched. They are detailed in the “"Next Steps” section below.

Voluntary Separation Program (VSP)

As of the January 31, 2008, deadline of the program, over 259 individuals indicated an
interest in participating. Under the terms of the program, those individuals were
required to give formal notice of participation by no later than May 1, 2008, with
separation from employment no later than June 30, 2008. Managers of units were
asked to develop work plans to identify which vacated positions are critical and need to
be backfilled. The remaining positions would be eliminated.

In the end, 155 individuals — or nearly 60% of those who indicated an interest — took
advantage of the VSP. Sixteen individuals — or 10% -- took positions on UC campuses.

Of the total, 44% (68 FTE) were managers and 54% were professional staff. Two
percent were Academic Senate staff.

After a review by managers in consultation with senior leadership, it was determined
that 80 of the vacated positions were critical to the University and would be replaced.
In some instances, managers determined that vacancies should be repurposed into
positions that will better meet the needs of units and therefore improve efficiency.

Fifty-two percent (52%) of the vacancies have been or will be filled. The remaining 75
positions will not be replaced, yielding a first-year savings — after the cost of
outplacement services and severance payments — of more than $800,000. Anticipated
salary savings after the first year is estimated at $5 million annually (not including
benefits and other non-salary savings) — over 65% of which will come from unrestricted
funding.

Vacancy Controls

During this period, the Office of the President has strictly controlled vacancies.
Department managers must demonstrate that positions are critical to the mission of the
University they are approved to be filled by senior leadership. As of the printing of this
summary, it is estimated that UCOP is holding nearly 100 vacancies, not including those
within the newly-created consolidated units.

Not only are these vacancies yielding new budget savings, but they also represent
opportunities for continued FTE reductions. The permanent elimination of even just
50% of current vacancies could result in up to $6 million in additional budget savings,
three-quarters of it from unrestricted funding.

Unrestricted vs. Restricted UCOP Funding

The March 2008 presentation to The Regents described how the Office of the President
is supported by 79 different fund sources, excluding those that support small research
initiatives. It also generally explained the kinds of funds, including general and
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common funds, which are unrestricted in ways that can be effectively controlled and
allocated at the discretion of the President to meet his and The Regents’ changing
priorities.

A more detailed analysis, conducted at the direction of President Yudof, has provided a
fuller picture of how unrestricted and restricted funding impacts the Office of the
President.

As detailed in Chart 2, unrestricted funding represented about 48% of UCOP’s FTE and
51% of its budget in FY 2007-08. Those percentages have increased slightly as a result
of the reductions: Unrestricted funding now represent over 54% of both total FTE and
budget, thus giving the President potentially greater flexibility in the deployment of
these unrestricted funds.

UNRESTRICTED V. RESTRICTED FUNDING AT UCOP

FY 2007-08 | REVISED FY 2008-09
UNRESTRICTED RESTRICTED TotaL UNRESTRICTED RESTRICTED TotaL
FTE 894 980 1,874 746 627 1,373
BUDGET $1429M | $147.6M | $290.5M | $119.7M | $110.4M | $230.1M
CHART 2

While this is an encouraging trend, it highlights continuing constraints in the use of
UCOP savings: currently only 38 cents of every dollar saved through the current
restructuring initiative can be used for unrestricted purposes (Chart 3).

Source of UCOP Savings:
Unrestricted v. Restricted

CHART 3
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NEXT STEPS

The Office of the President restructuring initiative continues, with a tentative goal of
further reducing its workforce by at least 275 FTE and its budget by $25 million by the
end of the 2009-2010 fiscal year. This would result in a UCOP workforce of less than
1,100 FTE and a total budget, unadjusted even for program funding that flows through
UCOP to the campuses, of approximately $200 million (Chart 4).

UCOP Future State: FTE

UCOP Future State: Budget

(in millions)

CHART 4

These further reductions will be achieved through the following initiatives already been
launched by President Yudof:
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A review of Academic Affairs. Acting Provost Grey is leading an effort to identify
additional duplications of effort within Academic Affairs departments as well as
additional opportunities to transfer programs or services that can be better performed
by third-party vendors or campuses. Among the candidates: the Education Abroad
Program, with its 80 FTE and roughly $30 million budget — much of it in unrestricted
funding.

Benefits administration. A determination will soon be made about the most effective
and efficient way to administer retiree benefits for all systemwide annuitants, including
retirement counseling, pension administration and accounting and operating a customer
service center. Among the options is to utilize a third-party vendor or establish a
dedicated service center, both of which would have a significant positive impact on
UCOP’s future organizational structure.

Continuing reorganizations. Four major departmental reorganizations are currently
underway. They include Human Resources & Benefits, which is on target to reduce
its FY 2007-08 FTE of 258 down to roughly 110 by shifting functions to campuses and
possibly to third-party vendors; the Office of Research and Graduate Studies,
which under Vice President Steven Beckwith has already achieved nearly 30% in budget
and FTE reductions by reducing redundancy among the unit’s diverse research portfolio;
the departments of Systemwide Budget and Facilities Administration, which are
being combined into a single organizational unit with a focus on overall resource
management and stewardship; Agriculture & Natural Resources, which continues its
strategic review; and External Relations, which under new leadership is reviewing its
current structure, beginning with the creation of the new consolidated Communications
Unit described above.

Curtailment of all non-essential spending. President Yudof has directed Executive
Vice President Lapp to curtail non-essential spending by instituting strict expenditure
control measures and pre-approval processes for out-of-state travel, consulting
contracts, and purchases and in-state travel exceeding $500. It is estimated that these
controls will achieve $1.4 million in additional budget savings.

Vacancy controls. The vacancy controls established early last year continue, with
strict new requirements on departments wishing to fill any position at the Office of the
President. As noted above, the vacancy control process has helped to achieve
considerable budget savings and will continue to be used as a tool not only to control
costs but also to help more effectively manage a more streamlined UCOP.

ATTACHMENT: Budget and FTE summaries (by department)
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OFFICE OF THE PRESIDENT - REVISED FY 2008-09 BUDGET

OVERVIEW
TOTAL OFFICE OF THE PRESIDENT (CORE AND SYSTEM SUPPORT)
Overall Savings Percent Reduction
FY 2007-08 Revised FY 2008-09 (FY 2007-08 to Revised) (FY 2007-08 to Revised)
Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted | Restricted Total
FTE 893.67 979.86 1,873.53 745.80 626.80 1,372.60 147.87 353.06 500.93 17% 36% 27%
BUDGET $ 142,892,365 | $ 147,647,924 | $ 290,540,289 | $ 119,659,644 | $ 110,468,130 | $ 230,127,774 |$ 23,232,721 | $ 37,179,794 | $ 60,412,515 16% 25% 21%
Personnel 83,584,188 84,260,181 167,844,369 71,371,198 57,884,448 129,255,646 12,212,990 26,375,733 38,588,723 15% 31%|  23%
Non-Personnel 59,308,177 63,387,743 122,695,920 48,288,446 52,583,682 100,872,128 11,019,731 10,804,061 21,823,792 19% 17% 18%
DIVISION SUMMARIES
ACADEMIC AFFAIRS
Overall Savings Percent Reduction
FY 2007-08 (unadjusted) Revised FY 2008-09 (FY 2007-08 to Revised) (FY 2007-08 to Revised)
Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted | Restricted Total
ACADEMIC ADVANCEMENT
FTE 14.95 2.10 17.05 12.00 1.00 13.00 2.95 1.10 4.05 20% 52% 24%
BUDGET $ 1,952,475 | $ 101,481 | $ 2,053,956 | $ 1,548,668 | $ 89,427 | $ 1,638,095 | $ 403,807 | $ 12,054 | $ 415,861 21% 12% 20%
Personnel 1,761,326 93,185 1,854,511 1,412,523 81,131 1,493,654 348,803 12,054 360,857 20% 13% 19%
Non-Personnel 191,149 8,296 199,445 136,145 8,296 144,441 55,004 - 55,004 29% 0% 28%
ACADEMIC INFORMATION & STRATEGIC SERVICES
FTE 207.06 343.45 550.51 175.2 145.52 320.72 31.86 197.93 229.79 15% 58% 42%
BUDGET $ 52,721,947 | $ 34,663,442 | $ 87,385,389 | $ 41,670,484 | $ 17,040,055 | $ 58,710,539 | $ 11,051,463 | $ 17,623,387 | ¢ 28,674,850 21% 51% 33%
Personnel 18,010,079 23,666,486 41,676,565 15,311,183 9,646,780 24,957,963 2,698,896 14,019,706 16,718,602 15% 59%|  40%
Non-Personnel 34,711,868 10,996,956 45,708,824 26,359,301 7,393,275 33,752,576 8,352,567 3,603,681 11,956,248 24% 33% 26%
AGRICULTURE & NATURAL RESOURCES
FTE 47.70 6.78 54.48 40.70 5.78 46.48 7.00 1.00 8.00 15% 15% 15%
BUDGET $ 5,310,455 | $ 562,964 | $ 5,873,419 | $ 4,656,665 | $ 497,926 | $ 5,154,591 | $ 653,790 | $ 65,038 | $ 718,828 12% 12% 12%
Personnel 4,756,587 516,017 5,272,604 4,293,855 450,979 4,744,834 462,732 65,038 527,770 10% 13% 10%
Non-Personnel 553,868 46,947 600,815 362,810 46,947 409,757 191,058 - 191,058 34% 0% 32%
EDUCATIONAL RELATIONS
FTE 47.43 23.34 70.77 0.00 0.00 0.00 47.43 23.34 70.77 100% 100%| 100%
BUDGET $ 5,106,555 | $ 4,339,648 | $ 9,446,203 | $ -1 -1 -1s 5,106,555 | $ 4,339,648 | $ 9,446,203 100% 100%| 100%
Personnel 4,002,272 1,881,727 5,883,999 - - - 4,002,272 1,881,727 5,883,999 100% 100%| 100%
Non-Personnel 1,104,283 2,457,921 3,562,204 - - - 1,104,283 2,457,921 3,562,204 100% 100%| 190%
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DIVISION SUMMARIES: Academic Affairs (Cont'd)

Overall Savings Percent Reduction
FY 2007-08 (unadjusted) Revised FY 2008-09 (FY 2007-08 to Revised) (FY 2007-08 to Revised)
Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted | Restricted Total
LABORATORY MANAGEMENT
FTE 0.00 16.98 16.98 0.00 13.90 13.90 0 3.08 3.08 - 18% 18%
BUDGET $ -1 4,464,078 | $ 4,464,078 | $ -1 3,944,769 | $ 3,944,769 | $ -1 519,309 | $ 519,309 - 12% 12%
Personnel - 3,342,354 3,342,354 - 3,403,531 3,403,531 - (61,177) (61,177) - -2% -2%
Non-Personnel - 1,121,724 1,121,724 - 541,238 541,238 - 580,486 580,486 - 52% 52%
PROVOST - IMMEDIATE OFFIC,
FTE 18.67 5.30 23.97 8.43 4.00 12.43 10.24 1.3 11.54 55% 25% 48%
BUDGET $ 2,063,714 | $ 609,681 | $ 2,673,395 | $ 1,142,047 | $ 554,734 | $ 1,696,781 | $ 921,667 | $ 54,947 | $ 976,614 45% 9% 37%
Personnel 1,908,767 377,261 2,286,028 994,720 333,743 1,328,463 914,047 43,518 957,565 48% 12%)|  42%
Non-Personnel 154,947 232,420 387,367 147,327 220,991 368,318 7,620 11,429 19,049 5% 5% 5%
RESEARCH & GRADUATE STUDIES (ORGS)
FTE 81.15 145.60 226.83 61.53 99.35 160.88 19.62 46.25 65.95 24% 32% 29%
BUDGET $ 8,653,156 | $ 22,802,143 | $ 31,455,299 | $ 7,399,322 | $ 16,072,109 | $ 23,471,431 ] $ 1,253,834 | $ 6,730,034 | $ 7,983,868 14% 30% 25%
Personnel 7,355,407 13,285,321 20,640,728 6,128,792 8,872,439 15,001,231 1,226,615 4,412,882 5,639,497 17% 33%|  27%
Non-Personnel 1,297,749 9,516,822 10,814,571 1,270,530 7,199,670 8,470,200 27,219 2,317,152 2,344,371 2% 24%|  22%
STUDENT AFFAIRS
FTE 122.37 68.83 191.12 90.21 44.43 134.64 32.16 24.4 56.48 26% 35% 30%
BUDGET $ 11,221,601 | $ 11,171,290 | $ 22,392,891 | $ 7,756,736 | $ 8,150,151 | $ 15,906,887 | $ 3,464,865 | $ 3,021,139 | $ 6,486,004 31% 27% 29%
Personnel 7,331,923 8,236,971 15,568,894 4,645,844 5,803,338 10,449,182 2,686,079 2,433,633 5,119,712 37% 30%|  33%
Non-Personnel 3,889,678 2,934,319 6,823,997 3,110,892 2,346,813 5,457,705 778,786 587,506 1,366,292 20% 20%| 20%
ACADEMIC AFFAIRS SUBTOTAL
FTE 539.33 612.38 1151.71 388.07 313.98 702.05 151.26 298.40 449.66 28% 49% 39%
BUDGET $ 87,029,903 | $ 78,714,727 | $ 165,744,630 ] $ 64,173,922 | $ 46,349,171 | $ 110,523,093 | $ 22,855981 | $ 32,365,556 | $ 55,221,537 26% 41% 33%
Personnell $ 45,126,361 | $ 51,399,322 |$ 96,525683]$ 32,786,917 |$ 28,591,941 |$ 61,378,858 | $ 12,339,444 | $ 22,807,381 | $ 35,146,825 27% 44% 36%
Non-Personnel|l $ 41,903,542 | ¢ 27,315405|$ 69,218,947 |$  31,387,005|$ 17,757,230 | $ 49,144,235 $ 10,516,537 | $ 9,558,175 | $ 20,074,712 25% 35% 29%
NEW CONSOLIDATED UNITS REPORTING TO THE PROVOST
Divisional Operations Coordination Unit
FTE 3 0 3 -3 0 -3 N/A N/A N/A
BUDGET $ 307,247 | $ -1 307,247 | $ (307,247)| $ -1 (307,247) N/A N/A N/A
Personnel 302,247 - 302,247 (302,247) - (302,247) N/A N/A N/A
Non-Personnel 5,000 - 5,000 (5,000) - (5,000) N/A N/A N/A
ACADEMIC AFFAIRS TOTAL (WITH CONSOLIDATIONS)
FTE 539.33 612.38 1151.71 391.07 313.98 705.05 148.26 298.40 446.66
BUDGET $ 87,029,903 | $ 78,714,727 | $ 165,744,630 ] $ 64,481,169 | $ 46,349,171 | $ 110,830,340 | $ 22,548,734 | $ 32,365,556 | $ 54,914,290
Personnell $ 45,126,361 | $ 51,399,322 | $ 96,525,683 ] $ 33,089,164 | $ 28,591,941 |$ 61,681,105 $ 12,037,197 | $ 22,807,381 | $ 34,844,578
Non-Personnel| $ 41,903,542 | ¢ 27,315405|$ 69,218,947 | $ 31,392,005 |$ 17,757,230 | $ 49,149,235 $ 10,511,537 |$ 9,558,175 | $ 20,069,712
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BUSINESS OPERATIONS

Overall Savings Percent Reduction
FY 2007-08 (unadjusted) Revised FY 2008-09 (FY 2007-08 to Revised) (FY 2007-08 to Revised)
Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted | Restricted Total
BUSINESS OPERATIONS - IMMEDIATE OFFICE
FTE 12.27 0.00 12.27 7.00 0.00 7.00 5.27 0.00 5.27 43% 0% 43%
BUDGET $ 1,874,551 | $ -1 1,874,551 | $ 1,361,198 | $ -1 1,361,198 | $ 513,353 | $ -1 513,353 27% 0% 27%
Personnel 1,697,773 - 1,697,773 1,184,420 - 1,184,420 513353 0 513353 30% 0% 30%
Non-Personnel 176,778 - 176,778 176,778 - 176,778 0.00 0.00 0.00 0% 0% 0%
INSTITUTIONAL ADVANCEMENT (Transferred from External Relations)
FTE 5.40 0.00 5.40 3.61 0.79 4.40 1.79 -0.79 1.00 33% 0% 19%
BUDGET $ 540,063 | $ 155,702 | § 695,765 | $ 463,196 | $ 157,930 | § 621,126 | $ 76,867 | $ (2,228)| $ 74,639 14% -1% 11%
Personnel 519,863 91,741 611,604 442,996 93,969 536,965 | ¢ 76,867 | $ (2,228)| $ 74,639 15% -2% 12%
Non-Personnel 20,200 63,961 84,161 20,200 63,961 84,161 | $ -3 -3 - 0% 0% 0%
FACILITIES ADMINISTRATIO
FTE 44.62 2.7 60.35 24.50 2.50 27.00 20.12 0.20 33.35 45% 7% 55%
BUDGET $ 5,132,133 | $ 1,742,851 | $ 6,874,984 | $ 3,311,319 | $ 450,267 | $ 3,761,586 | $ 1,820,814 | $ 1,292,584 | $ 3,113,398 35% 74% 45%
Personnel 4,488,793 1,453,814 5,942,607 2,869,030 302,837 3,171,867 1,619,763 1,150,977 2,770,740 36% 79%|  47%
Non-Personnel 643,340 289,037 932,377 442,289 147,430 589,719 201,051 141,607 342,658 31% 49% 37%
MAIL SERVICES (Transferred from IR&C)
FTE 5.00 0.00 5.00 3.00 1.00 4.00 2.00 -1.00 1.00 40% 0% 20%
BUDGET Included above
FINANCIAL MANAGEMENT
FTE 50.30 38.26 88.56 33.60 37.80 71.40 16.70 0.46 17.16 33% 1% 19%
BUDGET $ 4,667,967 | $ 7,133,036 | $ 11,801,003 | $ 3,125,745 | $ 8,613,972 | $ 11,739,717 | $ 1,542,222 | $  (1,480,936)| $ 61,286 33% -21% 1%
Personnel 4,264,308 4,845,637 9,109,945 2,722,086 5,897,573 8,619,659 1,542,222 (1,051,936) 490,286 36% -22% 5%
Non-Personnel 403,659 2,287,399 2,691,058 403,659 2,716,399 3,120,058 - (429,000) (429,000) 0% -19%|  -16%
LOAN PROGRAMS (Transferred from Facilities Administration)
FTE 0.00 13.03 13.03 0.00 11.75 11.75 0.00 1.28 1.28 0% 10% 10%
BUDGET Included above
HUMAN RESOURCES & BENEFITS
FTE 43.97 214.68 258.65 27.09 166.41 193.50 16.88 48.27 65.15 38% 22% 25%
BUDGET $ 12,698,122 | $ 33,658,494 | $ 46,356,616 | $ 10,791,203 | $ 28,939,681 | $ 39,730,884 | $ 1,906,919 | $ 4,718,813 | $ 6,625,732 15% 14% 14%
Personnel 4,163,049 17,807,645 21,970,694 2,921,622 14,602,550 17,524,172 1,241,427 3,205,095 4,446,522 30% 18% 20%
Non-Personnel 8,535,073 15,850,849 24,385,922 7,869,581 14,337,131 22,206,712 665,492 1,513,718 2,179,210 8% 10% 9%
INFORMATION RESOURCES & COMMUNICATIONS
FTE 66.46 87.34 153.80 45.56 83.44 129.00 20.90 3.90 24.80 31% 4% 16%
BUDGET $ 12,299,664 | $ 24,945,436 | $ 37,245,100 | $ 9,433,943 | $ 24,584,346 | $ 34,018,289 | $ 2,865,721 | $ 361,090 | $ 3,226,811 23% 1% 9%
Personnel 7,478,169 7,851,045 15,329,214 5,712,448 7,489,955 13,202,403 1,765,721 361,090 2,126,811 24% 5% 14%
Non-Personnel 4,821,495 17,094,391 21,915,886 3,721,495 17,094,391 20,815,886 1,100,000 - 1,100,000 23% 0%| 5%
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SYSTEMWIDE B
FTE 33.50 0.50 34.00 26.50 0.50 27.00 7.00 0.00 7.00 21% - 21%
BUDGET $ 3,934,626 | $ 37,012 | $ 3,971,638 | $ 3,197,331 | $ 37,012 | $ 3,234,343 737,295 -1 737,295 19% - 19%
Personnel 3,685,523 37,012 3,722,535 2,948,228 37,012 2,985,240 737,295 - 737,295 20% - 20%
Non-Personnel 249,103 - 249,103 249,103 - 249,103 - - - 0% - 0%
BUSINESS OPERATIONS SUBTOTAL
FTE 261.52 356.51 631.06 170.86 304.19 475.05 90.66 52.32 156.01 35% 15% 25%
BUDGET $ 41,147,126 | $ 67,672,531 | $ 108,819,657 | $ 31,683,935 | $ 62,783,208 | $ 94,467,143 9,463,191 4,889,323 | $ 14,352,514 23% 7% 13%
Personnel 26,297,478 32,086,894 58,384,372 18,800,830 28,423,896 47,224,726 7,496,648 3,662,998 11,159,646 29% 11% 19%
Non-Personnel 14,849,648 35,585,637 50,435,285 12,883,105 34,359,312 47,242,417 1,966,543 1,226,325 3,192,868 13% 3% 6%
NEW CONSOLIDATED UNITS REPORTING TO THE EXECUTIVE VICE PRESIDENT - BUSINESS OPERATIONS
OP Budget Office
FTE 7 0 7 -7 0 -7, N/A N/A N/A
BUDGET $ 756,855 | $ -1 756,855 (756,855) -1 (756,855) N/A N/A N/A
Personnel 746,855 - 746,855 (746,855) - (746,855) N/A N/A N/A
Non-Personnel 10,000 - 10,000 (10,000) - (10,000) N/A N/A N/A
Business Resource Center
FTE 49 0 49 -49 0 -49 N/A N/A N/A
BUDGET $ 3,408,424 | $ -1 3,408,424 (3,408,424) -|1$  (3,408,424) N/A N/A N/A
Personnel 3,358,424 - 3,358,424 (3,358,424) - (3,358,424) N/A N/A N/A
Non-Personnel 50,000 - 50,000 (50,000) - (50,000) N/A N/A N/A
Divisional Operations Coordination Unit
FTE 3 0 3 -3 0 -3 N/A N/A N/A
BUDGET $ 307,247 | $ -1 307,247 (307,247) -1 (307,247) N/A N/A N/A
Personnel 302,247 - 302,247 (302,247) - (302,247) N/A N/A N/A
Non-Personnel 5,000 - 5,000 (5,000) - (5,000) N/A N/A N/A
Project/Change Management Office
FTE 3 0 3 -3 0 -3 N/A N/A N/A
BUDGET $ 383,400 | $ -1 383,400 (383,400) -1 (383,400) N/A N/A N/A
Personnel 378,400 - 378,400 (378,400) - (378,400) N/A N/A N/A
Non-Personnel 5,000 - 5,000 (5,000) - (5,000) N/A N/A N/A
Technology Service Desk
FTE 20 0 20 -20 0 -20 N/A N/A N/A
BUDGET $ 2,291,816 | $ 346,433 | $ 2,638,249 (2,291,816) (346,433)| $  (2,638,249) N/A N/A N/A
Personnel 1,191,816 346,433 1,538,249 (1,191,816) (346,433)[ $  (1,538,249) N/A N/A N/A
Non-Personnel 1,100,000 - 1,100,000 (1,100,000) -1$ (1,100,000) N/A N/A N/A
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DIVISION SUMMARIES: Business Operations (Cont'd)

BUSINESS OPERATIONS TOTAL (WITH CONSOLIDATIONS)
FTE 261.52 356.51 631.06 252.86 304.19 557.05 8.66 52.32 74.01
BUDGET 82,294,252 | $ 135,345,062 | $ 217,639,314 70,515,612 | $ 125,912,849 | $ 196,428,461 | $ 11,778,640 9,432,213 | $ 21,210,853
Personnel 52,594,956 | $ 64,173,788 | $ 116,768,744 43,579,402 | ¢ 57,194,225 | ¢ 100,773,627 $ 9,015,554 6,979,563 | $ 15,995,117
Non-Personnel|l $ 29,699,296 | ¢ 71,171,274 | ¢ 100,870,570 | $ 26,936,210 | ¢ 68,718,624 | $¢ 95,654,834 $ 2,763,086 | $ 2,452,650 | $ 5,215,736
EXTERNAL RELATIONS
Overall Savings Percent Reduction
FY 2007-08 (unadjusted) Revised FY 2008-09 (FY 2007-08 to Revised) (FY 2007-08 to Revised)
Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted | Restricted Total
External Relatio
FTE 57.70 3.20 60.90 24.30 3.20 27.50 33.40 0.00 33.40 58% 0% 55%
BUDGET $ 9,305,236 | $ 623,739 | $ 9,928,975 | $ 4,652,765 | $ 591,793 | $ 5,244,558 | $ 4,652,471 | $ 31,946 | $ 4,684,417 50% 5% 47%
Personnel 7,405,845 178,203 7,584,048 3,710,491 162,000 3872491 $ 3,695,354 | $ 16,203 | $ 3,711,557 50% 9%|  49%
Non-Personnel 1,899,391 445,536 2,344,927 942,274 429,793 1,372,067 | $ 957,117 | $ 15,743 | $ 972,860 50% 4%|  41%
NEW CONSOLIDATED UNITS REPORTING TO THE EXECUTIVE VICE PRESIDENT - EXTERNAL RELATIONS
Consolidated Communications Unit
FTE 27 0 27 -27 0 -27 N/A N/A N/A
BUDGET 3,822,165 - 3,822,165 (3,822,165) - (3,822,165) N/A N/A N/A
Personnel 2,932,165 - 2,932,165 (2,932,165) - (2,932,165) N/A N/A N/A
Non-Personnel 890,000 - 890,000 (890,000) - (890,000) N/A N/A N/A
EXTERNAL RELATIONS TOTAL
FTE 57.70 3.20 60.90 51.30 3.20 54.50 6.40 0.00 6.40 11% 0% 11%
BUDGET $ 9,305,236 | $ 623,739 | $ 9,928,975 8,474,930 | $ 591,793 | $ 9,066,723 | $ 830,306 31,946 | $ 862,252 9% 5% 9%
Personnel] $ 7,405,845 | $ 178,203 | $ 7,584,048 6,642,656 | $ 162,000 | $ 6,804,656 | $ 763,189 16,203 | $ 779,392 10% 9% 10%
Non-Personnel| $ 1,899,391 | $ 445,536 | $ 2,344,927 | $ 1,832,274 | $ 429,793 | $ 2,262,067 | $ 67,117 | $ 15,743 | $ 82,860 4% 4% 4%
HEALTH SCIENCES/SERVICES
Overall Savings Percent Reduction
FY 2007-08 (unadjusted) Revised FY 2008-09 (FY 2007-08 to Revised) (FY 2007-08 to Revised)
Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted | Restricted Total
Health Sciences/Services
FTE 24.57 7.77 32.34] 14.57 5.43 20.00 10.00 2.34 12.34 41% 0% 38%
BUDGET $ 3,702,662 | $ 636,927 | $ 4,339,589 | $ 2,698,579 | $ 397,525 | $ 3,096,104 | $ 1,004,083 | $ 239,402 | $ 1,243,485 27% 38% 29%
Personnel 3,463,354 595,762 4,059,116 2,362,455 360,178 2,722,633 1100899.00 235584.00 1336483.00) 32% 40% 33%
Non-Personnel 239,308 41,165 280,473 336,124 37,347 373,471 -96816.00 3818.00 -92998.00 -40% 9%| -33%
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PRESIDENT'S IMMEDIATE OFFICE
FY 2007-08 (unadjusted) Revised FY 2008-09 (FY 2007-08 to Revised) (FY 2007-08 to Revised)

Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted Restricted Total Unrestricted | Restricted Total

President's Immediate Office

FTE 10.55 - 10.55 14.00 - 14.00 -3.45 - -3.45 -33% - -33%
BUDGET $ 1,707,438 | $ -1 1,707,438 | $ 2,497,935 | $ -1 2,497,935 $ (790,497) -1 (790,497) -46% - -46%
Personnel 1,291,150 - 1,291,150 1,850,497 - 1,850,497 -559347 0 -559347 -43% -l -43%
Non-Personnel 416,288 - 416,288 647,438 - 647,438 -231150 0 -231150 -56% -l -56%

NEW CONSOLIDATED UNITS REPORTING TO THE PRESIDENT
Institutional Research

FTE 15 0 15 -15 0 -15 N/A N/A N/A
BUDGET $ 1,832,756 | $ -1 1,832,756 | $  (1,832,756)| $ -1$  (1,832,756) N/A N/A N/A
Personnel 1,815,256 - 1,815,256 (1,815,256) - (1,815,256) N/A N/A N/A
Non-Personnel 17,500 - 17,500 (17,500) - (17,500) N/A N/A N/A

Issues Management Policy Analysis & Coordination

FTE 7 0 7 -7 0 -7, N/A N/A N/A
BUDGET $ 842,598 | $ -1 842,598 | $ (842,598)| $ -1 (842,598) N/A N/A N/A
Personnel 832,598 - 832,598 (832,598) - (832,598) N/A N/A N/A
Non-Personnel 10,000 - 10,000 (10,000) - (10,000) N/A N/A N/A
PRESIDENT'S IMMEDIATE OFFICE TOTAL (WITH CONSOLIDATIONS)
FTE 10.55 0.00 10.55 36.00 0.00 36.00 -25.45 0.00 -25.45
BUDGET $ 1,707,438 | $ -1 1,707,438 | $ 5,173,289 | $ -1 5,173,280 | $  (3,465,851)| $ -|1$ (3,465,851)
Personnel] $ 1,291,150 | $ -1s 1,291,150 | $ 4,498,351 | $ -1s 4,498,351 | $  (3,207,201)| $ -|s  (3,207,201)
Non-Personnel| $ 416,288 | $ -1s 416,288 | $ 674,938 | $ -1s 674,938 | $ (258,650)| $ -1s (258,650)
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Office of the President
TO MEMBERS OF THE COMMITTEE ON FINANCE:

ACTION ITEM

For Meeting of May 7, 2009

APPROVAL OF FISCAL YEAR 2009-10 BUDGET FOR THE OFFICE OF THE
PRESIDENT

RECOMMENDATION

The President recommends that the Committee on Finance recommend to the Regents the
following central administration spending plans for fiscal year 2009-10:

For the Office of the President (all funds, but excluding the Academic Senate and the Regents’
direct reports), the President requests a fiscal year 2009-10 appropriation of $224,664,685. This
represents an expenditure reduction from the fiscal year 2008-09 budget, before reflecting
program costs, fund flowthroughs, and recharges, of $6.6 million, or 2.9 percent. Including
adjustments narrated in the attached budget document, the total appropriations request is
consistent with the request presented for discussion at the March meeting of the Committee on
Finance.

For the departments reporting directly to the Regents, including the Ethics, Compliance and
Audit Services unit; the General Counsel; the Secretary and Chief of Staff to the Regents; and
the Treasurer’s Office, the President requests a fiscal year 2009-10 appropriation of $67,412,843.
This is against the fiscal year 2008-09 budget, before reflecting program costs, fund
flowthroughs, and recharges, of $67,879,410. This represents a decrease of $466,567.

The appropriations request for each Regents’ direct report unit is broken down as follows:

. Ethics, Compliance and Audit Services — $5,205,159 (5 percent decrease from FY 2008-
09)
. General Counsel — $39,287,860 (before recharges, a 2 percent decrease)

$15,587,875 (net of recharges, a 5 percent decrease)
. Secretary and Chief of Staff — $3,299,554 (11 percent decrease)
. Treasurer’s Office — $19,620,270 (5 percent increase)

For the Academic Senate, the President requests a fiscal year 2009-10 appropriation of
$1,233,726. This compares to the fiscal year 2008-09 budget, before reflecting program costs
and fund flowthroughs, of $1,235,368. This represents an expenditure decrease of $1,642. The
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total appropriations request is consistent with the request presented for discussion at the March
meeting of the Committee on Finance.

BACKGROUND

The total appropriations request is consistent with the request presented for discussion at the
March meeting of the Committee on Finance.

However, adjustments have been made within three Office of the President divisions:

. Academic Affairs proposes to further reduce FTE (3.5 FTE) but to increase its use of
restricted funds ($1.9 million) as part of its ongoing reorganization. In addition, it
proposes a net reduction of about $1 million in unrestricted funding, after correcting for
over-commitments that became apparent in the reorganization of Student Affairs. It also
accounts for a $5 million addition to the flowthrough research budget, but which is offset
by $5 million in new funding.

. Business Operations proposes increases in FTE (2.0 FTE) and budget ($1.6 million in
restricted and unrestricted funding) to fund the newly-approved Chief Financial Officer
(CFO) position and staff, as well as to fund a contingency for further restructuring and to
augment Office of the President facility security.

. External Relations proposes a net increase of 0.5 FTE and additional unrestricted budget
funding ($238,000) to reflect its ongoing reorganization.

Full details are provided in the attached summary and department narratives.

These changes increase the Office of the President budget by $4.6 million and decrease 3.0 FTE,
and bring total budget reductions since fiscal year 2007-08 to $62.2 million (a 17 percent overall
decrease). FTE have been reduced by 631 (a 30 percent decrease). These reductions have been
achieved through layoffs, vacancy and expenditure control measures, and the transfer of
programs to campuses.

The Office of the President reorganization remains in process, and as a result the fiscal year
2009-10 budget may require additional adjustment. Executive Vice President Lapp will provide a
written update report to the Regents on a quarterly basis.

Finally, there has been an important change in the manner in which the fiscal year 2009-10
budget has been reported versus the fiscal year 2008-09 budget: The fiscal year 2009-10 budget
numbers are calculated from a larger base than that used to build the fiscal year 2008-09 budget.
For instance, the total budget request for fiscal year 2009-10 is $283.3 million, compared to the
$203.1 million request for fiscal year 2008-09. The reason for this is that the fiscal year 2008-09
budget reflects personnel and operating costs net of recharges; FY 2009-10 is based on personnel
and operating costs before recharges. This change reflects the continuing effort by the Office of
the President to further refine and improve its budget reporting and accountability systems. It
will provide the basis for future year Office of the President budgets presented for discussion and
action by the Regents.


http://www.universityofcalifornia.edu/regents/regmeet/may09/f8attach.pdf
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UNIVERSITY OF CALIFORNIA OFFICE OF THE PRESIDENT
FiscAL YEAR 2009-10 APPROPRIATIONS

SUMMARY
Overview

The University of California Office of the President is requesting Fiscal Year
2009-10 appropriations of $293,311,254. This includes direct expenses in all
funds, both unrestricted and restricted, for both the departments/units reporting to
the President as well as the Regents’ direct reports, but does not include
recharges and program flowthroughs (such as research grants).

This represents a $62.2 million (17.5%) total expenditure reduction (unrestricted
and restricted funds) since the beginning of the Office of the President
expenditure control and restructuring process in FY 2007-08, when its budget
was an estimated $355.5 million.

The request also reflects a continuing reduction in overall fulltime equivalent
(FTE) employee count to 1,439, a reduction of 630.83 FTE -- over 30% -- since
FY 2007-08.

The most recent budget development process achieves the following additional
savings and reductions:

e $7.06 million in total expenditure reductions (unrestricted and restricted)
since FY 2008-09

e Another 130.94 FTE in Office of the President workforce reductions over FY
2008-09. Excluding the Academic Senate and the Regents’ direct reports,
Office of the President FTE is proposed to stand at 1,245.96 — a cumulative
33.5% two-year reduction that is consistent with the long-term goal set forth to
the Regents by the President last November.

e A $40 million net reduction in unrestricted funds as part of an ongoing
strategy to free up funding to meet other University priorities. This has been
achieved in two ways: First, by reducing charges to unrestricted funds for a
total of $25 million through reductions in staff and expenses and through the
shifting of certain expenditures, when appropriate, from unrestricted to
restricted funds; and second, by transferring $15 million in programs and staff
from OP to the campuses.
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Adjustments Since the March Budget

The requested budget has been amended in several replaces, to reflect
continuing restructuring in the Office of the President. Details for these
amendments appear in the departmental narratives and tables. The most
significant items (but not including transfers within divisions) are noted below.

Academic Affairs

e A further net reduction of about 3.5 FTE as restructuring eliminated 10.7
FTE in old positions, transferred out 1.0 FTE to External Relations, and
created 8.2 FTE in new positions

e A $5 million addition to the flowthrough research budget, offset by $5
million in new funding (i.e., no net change in the use of UCOP unrestricted
resources)

e Net reduction in the division’s use of unrestricted funds of about $1 million,
after correcting for over-commitments that became apparent in the
reorganization of Student Affairs

e Net increase in the use of restricted funds of about $1.9 million, generally
attributable position upgrades, reclassifications and to consistent
application of the UCOP policy of budgeting vacancies at the range
midpoints

Business Operations

e A netincrease of 2.0 FTE, reflecting the new Chief Financial Officer (CFO)
position and his executive assistant

e A netincrease of about $1.36 million in unrestricted funds, about half of
which is a contingency for further restructuring, with the remainder
approximately split between enhanced facility security and partial salary
and benefit coverage associated with the new CFO FTE (above)

e The budget of restricted funds is up by about $219,000, also to provide
partial compensation coverage for new positions in the CFO'’s office

External Relations

e A netincrease of 0.5 FTE in Federal Government Relations plus
application of the UCOP policy of budgeting vacancies at the range
midpoints add about $238,000 to the unrestricted budget

Budget Strategy

The proposed FY 2009-10 UCOP budget extends strategies launched a year ago
to dramatically reduce Office of the President FTE and expenditures. These
strategies include:
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e Continuing savings from consolidations, reorganizations and other Office of
the President restructuring initiatives involving units reporting directly to the
President;

¢ Rigorous controls on expenditures for personnel, travel, entertainment and
other expenses; and

e Arrigorous review of restricted and unrestricted budget expenditures that has
resulted in the identification of substantial additional dollars that can be
deployed for other University priorities.

The cumulative reductions, including for all departments/units reporting to the
President, Academic Senate and Regents’ direct reports, are reflected in the
following table:

Fiscal Year Budget FTE
FY 2007-08 $355.5 million 2,070
FY 2008-09 (revised) $300.3 million 1,570
FY 2009-10 $293.3 million 1,439

TOTAL REDUCTION $62.2 million 631
(FY 2007-08 to FY 2009-10)

While the reductions are important and significant, equally important are new
budget strategies designed to provide the President far greater flexibility in
funding University priorities.

As described in the November revisions to the 2008-09 budget, and moving
forward to FY 2009-10, UCOP now manages its budget in two broad categories:
fund sources that are unrestricted and those that are restricted. The former
category includes state funds, common funds, a small number of unrestricted
endowments and several other distinct sources that can be used broadly and
interchangeably on UCOP functions. Savings in this category can be easily
reprogrammed to higher priorities, new initiatives or campus needs.

By contrast, restricted funds are limited to certain defined and often very narrow
uses. Funds in this category may originate with grants, contracts (such as

3
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management of the national laboratories), earmarked state appropriations for
research or student services, auxiliary enterprises (such as UC Press), pension
or other benefit funds, and many other sources. Savings in these funds generally
cannot be reprogrammed outside their limited areas of use. The restricted
budget will go up or down from year to year independent of the UCOP budget
process.

With this distinction in mind, the most significant driver of the FY 2009-10 budget
is a goal to reduce the use of unrestricted funds, thereby increasing the
resources available for reprogramming to other priorities. The reduction is not
across the board, however, but is applied strategically and differentially to the
various divisions and departments in UCOP.

As UCOP developed its FY 2009-10 budget, this goal was to be accomplished in
two distinct ways. One was to continue the process of base budget reductions
through position eliminations or limitations on other expenses, including travel,
purchasing and consultants. The other was, where legitimate, to transfer certain
types of expenditures to restricted funds.

With this latter path in mind, continuing detailed review of the UCOP fiscal picture
revealed many cases where unrestricted funds were paying for a range of
functions that benefit restricted programs and where it would be appropriate to
transfer a portion or all of the costs of those functions to the restricted sources.
Examples of this process are reflected in the departmental discussions later in
this document, in functions as diverse as institutional advancement, financial
management, human resources, information technology and legal services.
UCOP found in each of those areas significant opportunities to achieve cost
recovery from restricted funds. Such cost recoveries do not result in overall
budget reductions, but they do release substantial amounts of unrestricted
funding.

As the fiscal year has progressed, the need to reduce the use of unrestricted
funds has been amplified by the state’s growing fiscal crisis and the likelihood of
a significant reduction in state funding for the University.

In FY 2009-10, programs transferred from UCOP to the campuses will reduce the
unrestricted budget by over $15 million. After accounting for those transfers, the
base budget in this document achieves an additional savings of over $25 million
in unrestricted funds, which represents about 12% of the base unrestricted funds.
The net headcount for UCOP is also reduced by 131 FTE (87 through transfers,
44 through reductions).

The remaining sections of this summary provide brief updates on several
continuing initiatives that arose in the FY 2008-09 budget and its November

4
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revision and that have positively influenced achievement of the net savings noted
in the above.

Further details on these initiatives will be found in the departmental summaries
later in this document.

Finally it should be noted that the attached request reflects some very small
numerical changes from the revised FY 2008-09 presented to the Regents in
November 2008. These changes are the result of rigorous new budget
processes being implemented by the new Office of the President Budget Office,
which has identified previously unallocated expenditures that are now fully
reported in the following overviews and department summaries.

Consolidated Units

During 2008 and early 2009, several consolidated units previously approved by
the Board went into operation. By centralizing the various functions they
represent, UCOP is able to provide better services at lower cost with at least 90
fewer staff overall. Current status on previously approved consolidated units is
summarized below.

e Technology Service Desk has been in operation for almost a year,
providing central support for UCOP’s desktop information technology
needs.

e UCOP Budget Office went into operation in July, to centralize fiscal
planning, analysis, monitoring and control. It is nearing completion of
UCOP’s first budget reporting system.

e Business Resource Center began phasing into operations in August to
handle the processing, recording and tracking of a range of business
transactions, including purchasing, payroll and travel.

e Communications Unit has completed its reorganization and is now
beginning to hire new staff that will provide the Office of the President with
a consolidated communication function that formerly was dispersed
throughout the organization.

e Institutional Research is finalizing its staffing and has begun to
implement a coordinated approach to the reporting and analysis of
institutional research.

e Issues Management Policy Analysis and Coordination is also in the
process of recruiting for staff that, in addition to providing a consolidated
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approach to legislative analysis, will proactively manage issues critical to
the University.

In addition, the Office of the President has created two small units (three people
each) to provide basic central administrative support to UCOP’s largest
departmental groupings, under the Provost and under the Executive Vice
President for Business Operations. These Strategic Resource Coordination
Teams handle local business, human resources and facilities needs across each
division rather than duplicating these services in every individual department.

Major Reorganizations

As described in more detail in the divisional and departmental narratives later in
this document, several reorganizations are under way that affect the FY 2009-10
budget. They are continuing even as this budget nears completion, though all of
them are expected to be in place by July 1. However, their ongoing nature
means that the final budget may involve further reallocations of resources.

Among the major reorganizations under way are the following:

e Academic Affairs at the divisional level, with functions moving between
departments to improve operations; and one existing department (Student
Affairs) being split into two, to provide better focus to a pair of core
missions.

e A reorganization in Agriculture & Natural Resources (ANR) will
consolidate certain high priority activities at UC Davis, achieving
efficiencies in program administration.

e The transfer of the Education Abroad Program (EAP) from UCOP
jurisdiction to management at a campus. EAP has long been physically
located at UC Santa Barbara yet has remained a part of the UCOP
organization and budget. The managerial and fiscal transfer of EAP will
reduce UCOP’s head count by about 80 positions and reduce the total
UCOP budget by over $25 million.

The division and departmental narratives later in this document provide more
detail on these reorganizations and also discuss other, smaller reorganizations in
a number of places throughout UCOP.

Expenditure Controls

Beginning in October 2008, UCOP implemented several new expenditure control
initiatives, aimed primarily at eliminating non-essential travel, entertainment, high

6



APPENDIX §

value purchasing, and outside contracting. The results so far have been very
successful, yielding at least $6 million of savings in non-personnel expenditures
on unrestricted funds, a substantial portion of which is in the travel category.

These controls augment earlier restrictions on the filling of staff vacancies. As a
result, we expect to maintain a vacancy rate throughout the year of at least 10%,
resulting in an in-year savings of at least $9 million in personnel expenditures on
unrestricted funds.

Conclusion

The Office of the President has continued to dramatically reduce FTE and
expenditures through a multi-pronged strategic approach that reflects the
following:

e A coordinated effort to streamline essential services, both to make them
more efficient as well as to improve their effectiveness;

e A functional analysis to determine whether the Office of the President
adds value to the administration of certain educational and research
programs. If it does not, these programs are being targeted for transfer to
third party vendors or to the campuses;

e Areview to identify unnecessary or obsolete programs, and to capture the
resulting savings; and

e A recognition that, in light of the State’s continuing budget difficulties, the
Office of the President has an obligation to identify unrestricted dollars that
can be diverted from administrative uses to support the vital teaching and
research missions of the University.

These actions, taken together, have resulted in a dramatically smaller and more
efficient Office of the President — one better equipped to meet the strategic
challenges facing the University of California at this pivotal time in its history. Yet
there is also recognition that still more can and will be done to identify additional
efficiencies and improve performance. Future appropriations requests will reflect
this ongoing and continuous change process.



APPENDIX §

BUDGET TABLES



APPENDIX §

0/8'€€9'Tz  $ 0£9'c2.'9S ¢ (092'680°'SE) $ v6°0ST- [9zr'068'cOv $ 888°ZTEZE $ 8EG'LLGTLT $ OT6EV'T [955'952'28€ $ 8S2'68S'S.T $ 862299902 $  OT0/S'T [e101 puel9
098'209'2z  $ 009'vT0'0c  $ (OvL'90v'e) $ GT6'099'GST $ €SY'GEL'66 $ C9V'Ge6'SS  $ GG0'€50'82T $ €G8'02.'69 $ 20ZTEEBS $ [e101ans
(Lezet)) § - $ (Le2°€12) $ €9/°989 $ - $ €9/'989 $ 000'006 $ - $ 000006 $ SENG)
0z€'€8L'T  $ 0ze'es8 $ 000'006 $ 0z€'e8L'T ¢ 0ze'ess $ 000006 $ - $ - $ - $ S0IAIBS BOUBIIS PUe iesH
(826'25) $ orT'oOrZT  $ (¥60'662'T) $ 608'S66'9  $ 267’669 $ LSS'0L $ 181'8v0'L  $ 9ET'6L9'G  $ TS9'69ET  $ suopelado ssauisng
66/'060'9z  $ v9T1'88'. ¢ (60V'V6LT) $ €20'S6T'OVT $ T188'0¢6'T6 $ CKI'BIZYS $ 89Z'V0T'0ZT $ LTLTVO¥9 $ TSS'Z909S  $ Sifeyjy dlwapedy
NnIymo|4 pund % siso) weibold
(066'cL6'a) ¢ 0£0'60.'9z ¢ (020'€89'28) $ T16'622'8v¢ $ GEV'L/SCET $ 9/07S9'STT $ T0S'€02'vSc $ SO0V'898'G0T $ 960°GEE'SYT §$ sabreyoay 40 19N $1500 Bulrelado B [puuosied
190'/80'T  $ 190°/80T @ $ - $ (evL'180'ay) ¢ (evL'T80'ah) $ - $ (0T8'89T'9%) ¢ (0T8'89T'9W) $ - $ [e101ans
(y1e'ete)  $ (FIS'€T) $ B $ (teg'sve'eze) $ (Tes'sveee) $ - $ (L0eze0'ze) ¢ (L0€2€022) $ - $ d0oN-sabieyay
T85'00€'T $ T8S00ET § - $ (ce6'ses’ze) ¢ (zz6'aes’za) ¢ - $ (€05'9eT'v2) ¢ (€05'9€T'v2) ¢ - $ [euseix3-sabreyosy
safireyoay
(1S0T90°2) ¢ €96Te9'Sc ¢ (020'€89ZE) $ vSZ'T1E'e6C $ 8L1'6S9'L.T $ 9/0CS9STT $ TIEZLE'00E $ GTZ'LE0TST $ 960°'GEE'SYT $ sebIeyoay alojeg s1s0) bunesado ¥ [suuosiad
(860'062'c) ¢ 619'T92'6T $ (LTL'TSS'22) $ TIS'CT8'9ET $ 9/9'G98'00T $ GET'8Y6'GE  $ 606'€0T'OVT $ /S0'V09'T8 ¢ 2G8'66V'85 $ [e101qns
- $ - $ - $ 06L'0cv'c  $ 28L'C8Y'T ¢ 800876 $ 06L'0ev'c  $ 28L'C8Y'T  $ 800'876 $ JuaWaBIbY uonBIY ¥H 450N
005'22T $ - $ 00S'¢eT $ 2rr'0eL $ ¥9L'8vy $ 8/9'7T8C $ 2v6'209 $ ¥9L'8vy $ 8LT'6ST $ (Boud mau pue sigysuel [e20]) 39S paredojieun
899'0T¥'z  $ (LT9'7S9) $ 58z's90'c  $ geT'6r6's  $ - $ 8eT'eY6's  $ 0L7'8€S'€  $ LT9'7S9 $ €98'e88'z ¢ (Areiqr renfiq eiuioyed) uopos|jod yoog
eST'T6T'6  $ €ST'T6I6 $ - $ 000'/96'6  $ 0002966 $ - $ Lv8'SLL $ 1¥8'SlL $ - $ (ssaid On) s8fes 40 150D 7 salfehoy
(98e'766'8) ¢ (818'T6L'T) ¢ (B95'6ST'Z) § 796'T/8'€T  $ 6TT'7C9'8  $ €¥8Lve'S  $ gve'ee8'ze  $ LE6'STYOT  $ TIVIOVCT  $ 900 40 8
000'8€8 $ 66216 $ (6L6'W.0'M) $ 8G0'T/8'ST $ GE8'69CYT ¢ €22TO9T  $ 8G0'€€0'ST  $ 998'9S€'6  $ 202'9.9G  $ suadx3 79 S8INIBS BPISINO £
(r89'vS2'7) ¢ (1T2'218'T) ¢ (ELv'ews) $ T/6'S06'TZ ¢ 68T'TY8'ET  $ 28E'W99'L  $ 662'09.'cc ¢ 00Y'€SE'ST ¢ GS8'90r'8  $ wrey oag/saliddngydinb3 sa0*endwod 9
(P28'TPL'T)  $ YOT'6¥C $ (8L6'066'T) $ L0g'e8Y' L $ ¥68'ZGr'S $ ETF'0E0T  $ 181'G22'6 $ 06L'€02'S ¢ T6ET20Y  $ asesT/lelusy sanjioe soeds % sal S
(282'712) $ (r,9'6€) $ (eTT'€L9) $ 026'2L6  $ LST'vve'c ¢ €99'82TC S 10/'589's ¢ T€6'e88'c  $ 9..'T08C  $ pajejay [prelL ¢
‘969 $ LleL'zesy ¢ (ese9eTv) 8 166'9/2'92  $ 068'9.9'6C  $ T99'66S $ L0T'08G'G2  $ €9T'vS8'0c $ v¥6'SeLy  $ si1s00 [eba ¢
15108 $  ¥8e'l0r $ (L29'9ze) $ 9/8'/68'c ¢ S99'TV'T ¢ TIZSEr'T $ 6TT'LT8'C ¢ T182'GS0'T ¢ 8€8T9.C  $ S1500 parefey @ shunssin ¢
(688'896'7) ¢ 6G'929'c ¢ (18¥'Gv9'9) $ 96T'/68'cc ¢ T82'G6L'9T $ SI6TI0L  $ G80'978'9z ¢ 689'STT'ET $ 96€/0L€T SBOIAISS [EUOISSBJ0Id B SIUENNSU0D T
s1500 1oddng % sasuadx3 Bunelado
(6s6'0LL'¢)  $ vve'09€'9 ¢ (COSTET'OT) $ v6'0€T- | Evv'L6V'9ST $ 20S'€6L'9L $ T¥6'€0L'6L $ 9T'6EV'T |20v'892°09T $ 8ST'EEY'0L $ vpe'se8’68 $  OT'0LST [eiogns
26v'625 $ - $ 26v'625 $ 00T €v8'esc’s  § - $ ep8'sse’'s  $ 00E 188'92LY  $ - $ 18€'9zLY  $ 00°9€ 30140 8leIpaWW| SuapIsald 8
(262'vvy) ¢ (LGL'vvh) $ - $ 060 9/6'sT0'e ¢ 9.6'GT0'C  $ - $ 00¢€T geL'oor'e ¢ eeL'oor'e  $ - $ 06°€T uswabeuey Aloreloqe L
(1) $ vSe'ver $ (sse'ver) $ 000 €€9'zzL'c $ TEv'vey $ T0C'882C  $ 000Z v€9'zeL'c ¢ 8LT'09E $ 9s¥'z9ec  $ 0002 SDINIBS BIUBIOS pue LesH 9
05.'65€ $ 8z9'see $ 2erve $ 050 ITL'€89'L  $ 0.2'816 $ IpP'S9L'9 $ 0009 196'€e€'L  $  Tv9'78S $ Gee'Trl's  $ 0509 suoeley [euiRIx3 §
- $ - $ - $ 000 92.'09L $ - $ 92.'09L $ 0007 92.'09L $ - $ 92.'09L $ 0007 8Jeuas ojwepedy ¢
£26'50Z $ 66v'0TT'C  $ (9.6'v06'T) $ 092 28.'002'0c  $ 860'CTY'9T $ ¥89'/BL'ET $ 0Z'€8T | 6S8'v66'6Z $ 665Z0EYT $ 092°T69'ST $ 08061 suodey 108110 Sebey €
102666 $ szr'use ¢ (ee'LsY)  $ ove- 600'C0E'YS $ 6SY'IPETE $ 0S5'SSE'ZC  $  GELPS | B08'E0E'ES $  VEE'0.E'8C  $ YIV'EE6'¥C $  GL'0SS suopelado ssauisng g
(195'02r's)  $ S65'259 $ (291'820'9) $ ¥S6TT- | LGL'vSS'2S ¢ L9T'vT0%Z  $ 06V'0vS'8C $  T9B9S | ¥ZE'SL6'.G $ TL9'9GE'€Z  $ TS9'8T9VE  $  GT'889 Sieyjy dlwapedy T
§1S0Q [el0L palolllsay paldlisalun 314 S1s0) [e10L paldLllsay pajalisalun 314 S1s0) [e10L paldllIsay palainsalun 314 lun feuondung >n_ slljauag ® >‘_m_mw
196png 01-600Z Ad
abpn - Su0IONpay feaA PIN 1alY 18bpn -
SR O BB 0 | TR S Sy 196png 01-6002 A4 A3SOdOXUd 119npay JeaA pIN Jay 186png 60-8002 A4 AISIAIY
d0)n dn-[oy

[esodo.d suonendoiddy 0T-6002 Ad

1UBPISald AU} JO IO BIUIOJIED JO ANSIBAIUN




APPENDIX §

196png 0T-6002 Ad
aAlap 01186png 60-800Z Ad Isurebe SINIWLSNCAY

196png 0T-600Z A4 AISOJO¥d

SU0IINPaY 1eaA PIN 1By 186pNg 60-8002 A4 A3SIATY

9TE'STEZ  $ 08€'788'0S  $ (¥90'29G'82) $ vE'EZT- | 620'.G2'85€ $ 960'8.¢'907 $ €86'8LLTST $ 96'SKC'T | €9LTYE'SEE $ OTL'GES'GST $ LVO'OVE'0BT $  0€G9ET [e10] pueI
16072822 $ 0097100 ¢ (€05°€6T2) $ ZSTVI6PST $ €Gv'GEL'66 $ 669'8€2'GS S G50°€ST'Z2T $ €98'02L'69 $ 20CTEr'lS $ [e101qnS
- $ - $ - $ - $ - $ - $ - $ - $ - $ slBYIo
0Z€'€8L'T $ 02€'e88 $ 000'006 $ 0Z€'€8L'T  $ 02€'ess $ 000'006 $ - $ - $ - $ S80IMI3S B0UBIOS Pue Y[esH
(8.6'25) $ orT'OWC'T ¢ (v60'662T) 608'G66'9  $ 2GC'G26'9  $ LGG'0L $ 181'870'L  $ 9ET'6L9'S  § TG969ET $ suoneladQ ssauisng
G51'060'92 $ ¥9T'S88'Lc  $ (6OV'YELT) $ €20'G6T'9¥T $ T188'0Z6'T6 $ CYI'BICYS $ 89270T'02T $ LTLTHO¥9 $ TSG'Z90'9S ¢ Sleyy dlLBpedy
nIyYIMol4 pun4 3 s1so) welboid
(18/'506'6) ¢ 082'298'0z $ (195'€LE'92) ¢ 126'787°€0C $ €Y9'TYL'O0T $ ¥8T'0VS'96  $ 80'88.'80 $ €98'7/8'S8 § GYBET6'CIT $ soh1eyday 40 1oN S1S0D buljesadQ B [puuosiad
190'/80'T  $ 190/80T $ - $ (85.'18€'T2) ¢ (85.°18€'T2) § - $ (Gze'sov'ze) $ (Gz8'89v'ze) $ - $ [e101qnS
(r15%€1e) ¢ (1€t § - $ (1z8'6e2’eT) ¢ (1z8'6€2€T) § - $ (€1€'920'€T) $ (€T€'920°€T) §$ - $ d0oN-sabreyosy
T85'006'T $ T8500€T $ - $ (1e6'T71'8)  $ (1€6'TYTS) § - $ @1sevr's) ¢ (Z1Sevv'e)  § - $ [eusoix3-sabireyoay
safiieyosy
(8v8'z65'9) ¢ €1,'08L'6T $ (195°€LE'92) $ G89799'v2z $ TOY'YZT'8CT $ ¥BZOVS96 $ €65'/G2'TEC $ BBYEVE'BOT $ GYBET6CZT $ sabeyoay alojag $1500 Buitesado 3 [suuosied
(996'5T97) ¢ 898'0€5'ST § (¥€8'9VT'8T) §$ 06.'821'66 $ L66'€v.'.9 ¢ €SL¥BETE § 9T.WPL'T0T $ 62T'€TZ2S $ 18GTES6Y § [e101qnS
- $ - $ - $ 06.0sv'C  $ ¢8L78Y'T § 800'8W6 $ 06/0svC  $ ¢8L°8YT $ 800'8Y6 $ JuawaaiBy uonelyy YH 450N
00522t $ - $ 00S'2eT $ Zrr'oeL $ v9L'8vy $ 8/9'T8C $ 7v6'209 $ ¥9.'8v $ BLT'6GT $ (Boid mou pue sigjsuess [e90]) 39S paredojieun
899'0T¥'z  $ (L19'%59)  $ 982'S90't BET'6Y6'S  § - $ BET'6WE'S  $ 0/7'8€S'€  $ L19'759 $ €58'¢88C  $ (Kreaqr enbiq eiulojifed) uonos|jod yoog
EST'T6T'6  § €ST'T6T6  $ - $ 000'/96'6  $ 000'296'6 $ - $ 198'GLL $ L¥8'SLL $ - $ (ssaid On) s8fes 401500 73 sanehoy
(eso'eze's) ¢ (6zy'sSL'T)  $ (Fe9'v9r'l)  $ LITIP8TT  $ 6E9VIEL  $ 8E9TESY 0EE'0LL'0z  $ B890'EL06  $ 29Z'L69TT $ 3040 Ja0 8
180Ty $ 0se'eer'y ¢ (€er'eeo'n)  § 8S0VTO'TT  $ GE8'Ser'6  § €22'8GT  § TYS'€09'0T  $ S88'TS0'S  § 959'TSG'S ¢ suadx3 B S8IMAS BpISIND L
(o1z'e00't) ¢ (0sT'912)  § (0£0'282)  $ 8/€'79/'0c $ 69V'90€'€T ¢ 606'GSY'L S 88G'G9.'TC  $ 6V9'ZZSET  $ 6€6'7ve8  $ e ng/salddnsdinb3 soyo'1eindwod 9
(L1€'688'T)  $ T09'TOT $ (826'066'T) $ L0E'T2L'9  $ ¥68'069F $ ETF0E0T  § 789'0T9'8 ¢ €62'68G'Y $ T6ETOY  $ ased/[euay sonjioed soeds B samn G
(196't06) ¢ (ssz'eve) ¢ (etL'09%)  $ GoT'eeS'e ¢ GLG'826'T ¢ 0SG'VEST S 20'lZyy  $ 088'TLZC  $ Tve'ssTT 8 pajejay [arelL ¥
89T $ T.07782 $ (987'28) $ 995'9/9T  $ S06'99T'T  $ T99'60S $ T8LTIST  § ¥E8'YI6 $ 1¥6'965 $ s1s0) [efa €
8€9'7TE $ erLley $ (GLoGzr) ¢ e6v'L0v'  $ TETUSK'T  $ 298'056 $ GS8'v607  $ 8IF6I0T  $ LEV'SL0T  $ $1500 parejey B sbunsaiy ¢
(0z9'805'7) ¢ 198'980'r ¢ (187'G65'9) $ 96T'6602C $ €00'G6¥'9T $ €6T%09'S  $ 918'/09 $ erT'80V'ZT  $ ¥/9'66T'ZT  $ S80IAI3S [eUOISS3J0Id B SIUBINSUOD T
1507 1oddns % sasuadx3 Burresado
(c88'926'e) ¢ Sv8'6vcy § (LeL'9ze8) $ veeel- |S€6'GeS'SeT $ vOV'08E'09 $ TES'SST'SY $  96SkeT |LT187TTS6CT $ 6SG0ST9S § 8GCC8E'eL $  0E69ET [r@ronans
767'625 $ - $ 26v'62S $ 00T €v8'sGc’s  § - $ er8Sses  $  00°L€ 156927 § - $ 19€'92/Y  $ 00°9E 900 dlelpaww| sjudpisald 8
(tSL'vvy) ¢ Qsivvy)  § - $ 060 9/6'STO'E  $ 9/6'ST0E  § - $ 00°€T geL'oov'e  $ eeL'oov'e $ - $ 06°€T Juawabeue Aloresoqe /
1™ $ STyl $ (s5z'ver)  $ 000 €972l $ Ter'vey $ TOZBEZT $ 000Z v€9'72L'c  $ BLT'09E $ 9G¥'79€T  $ 0002 S80S B2UBIOS pue LieaH 9
062'65€ $ 879'ee $ e $ 050 |zi1L'e89'2 ¢ 0L2'8T6 $ IPY'S9L'9  $ 0009 196'€2€'L  $ Tv9'T8S $ GeE'TPL'9  $ 0509 suope|y feusslxa §
102'666 $ ser'use  $ (726'2.ST) $ Ore- | 600'E0EYS $ 6GY'LVE'TE ¢ 0SG'SGE'TC  $  GELPS | B0B'E0E'ES $ YEE'0LE'8C $ VIV'EE6VZ $  GLOSS suonesado ssauisng ¢
(L95'0zr's) ¢ 965299 $ (c91'80'9) $ VG6TT- | 2GL'vSS2S $ L92¥T0PZ  $ 06Y'OVS8Z $ 1989 | vEE'GL6'.S $ 7/9'95€'€c  § ¢G9'BT9VE  $ GT'889 Sifeyy olwapedy T
$1S0D) [e10 paioLIsay pajoLIsaIun 314 S1S0D [eloL paLIsay pajoLIsaIun 314 S1500 [e10L pajoLIsey pajouIsaiun 314 nun feuonound Aq syysuag 3 Arejes

(3yeuag drmapedy Ay pue sp0day 1311(] SHUASAY Surpnxa) JOON dn-foy

[esodold suoneldoiddy 0T-600Z Ad
1UBpISald 8y} J0 B3O ®IuIOJI[eD J0 AlIsIaAIlUN




APPENDIX §

3AU3p 03 136pNng 60-8002 Ad IsureBe SINFWLSNCAY

186png 01-6002 A4 G3SOdOYd

suoponpay Jea pIW 431y 196pngd 60-8002 A4 A3SIATY

(195'99v) ¢ 05z'T¥8'S  § (LT8'208'9) $ 09- [898TTLer $ ¢6L'vER'Sc $ 990'8/8'LT $ 0Z€8T | Ser'6ilvy $ cvG'e66'6T $ €88'G8TVC  $ 08'06T [e101 pueI9
- $ - $ - $ - $ - $ - $ - $ - $ - $ [e101gns
- $ - $ - $ - $ - $ - $ - $ - $ - $ palepijosuod
NIYIMO|4 pund 3 s1s0) welbold
(19g'99y) ¢ 0sZ'Tv8'S  $ (L18'20€'9) $ 8S8ZTLEY $ 76L¥E8'SC  § 990'8/8'LT $ STr'6lT'yr  $ TPS'EE6'6T § €88'8TYT  $ sabizeyoay o 19N S1509 buielsdQ # [puuosied
- $ - $ - $ (586'669'€c) $ (G86'669'€2) § - $ (G86'669'€2) $ (G86'669'€2) § - $ [e101qng
- $ - $ - $ (v66'500'6) ¢ (¥66'500'6) $ - $ (v66'00'6)  § (v66'500'6) $ - $ d0on-sabieyosy
- $ - $ - $ (166'¢69'7T) ¢ (166'€69'%T) $ - $ (166'¢69'7T) ¢ (166'€69%T) $ - $ [eusaix3-safireyooy
sabreyoay
(195'99y)  $ 0ScT¥8S  § (11877059 $ eY8TIVL9  $ LLIVESBr § 990'8/8LT $ 0TV'6/8'29 $ [25'€69tyr § €88'S8TVC $ sableyday ai0jeg $1s0J bunelsdp 7 [puuosiad
o6v'z,9)  $ 16/'0eLt  § (Tveeory) 19021226 $ 6,9'TeT'ee  § 288060  $ 155'788'/€  $ 8C6'06E6C $ €29'€6Y8  $ [e101qnS
(cee's2) $ (68c'¢e) $ 990' $ G89pT07 ¢ 08Y'60ST $ S0CS0L  $ 8T0E0C ¢ 698CTYET $ 6YT00L $ 30140 JaUI0 8
€gg'szy  $ 6206y $ (9T'09) $ 000'8¥8"  $ 000'v8L% $ 00019 $ LTT6THY 6 TL6'W0SY  § 9pTYIT $ Skadx3 9 S80INaS BPISINO [
(1y'152'T)  § (1€0'962°T)  $ LSS'vY $ €6T'82.  $ 02L¥eS  $ ELV'E6T $ 199'6/6'T ¢ TSL'068T  $ 9T6'8KT $ ey angysayddns/dinb3 soyoteindwod 9
€0S'VT  § €0S'LYT $ - $ 00029,  $ 00029. $ - $ L6Y9T9 ¢ L6V'YT9 - $ asea/ejuay sanlioed 80eds  sanlin §
26687 $ 189't0e  § (6S9'ETD)  $ SI8'S60T  $ 2¢89'GT6  $ E£ET08T $ €68'506 ¢ T0T'TI9  $ T6L'E6T $ pajeay anell ¢
659TES  $ 959'0.67 ¢ (L66'850'N) 686'665'7C $ S86'60S7¢ $ 00006 $ 928'8007C ¢ 6CC'6C6'6T $ 166'8ZTY  $ s1s00 [efia7 €
(t8e'ocz) ¢ (6zeoe) $ (zso'00) ¢ €8E0TH'T  $ 1ES'S $ 6v8YOrT  $ vL'0¥9'T  $ €£98'GE $ T06%09T ¢ S1S00) parejay  sbunsapy
(69z'09y) ¢ (69z'0Ty)  $ (000'09) $ 000€S.T ¢ 82008  $ TeLGHT $ 69ZETCT ¢ LvSOTL  $ TeL0ST 8 S90INIBS [UOISSBJ0Id T SIUBYNSUOD T
s150) 1oddng 7 sasuadx3 Buiessdo
€e6'0z  $ 66v0TT'z  § (9/SH06°T) $ 09~ [28L'002'0E $ 860'CTYOT $ ¥89'BLET $ 0C€8T | 698Y66'62 $ 66G°C0EYT § 092'769'GT $ 08067 |M101qns
90z've8  $ 90C¥e8 - $ 000 0ZTLTT $ 0CTLLTT § - $ 0029 79026607 $ 190°.E60T § - $ 0079 130LJQ JUBWISBAU| JBIYD PUB JaINSEaI]
(GL0'0e1)  $ - $ (GL0'0eT)  $ 00T |¥LT'S9T  § - $ vT'S29T  $ 00T 6vg'ssL'T  $ - $ 6VC'SSLT $  00€ET 11eIS J0 Ja1y) [ A1ejeloas auy 0 80 €
(goz'séy) ¢ e6coLc'T ¢ (TOSWLLT) ¢ 099 |66Gvr'ST ¢ 8Z8'TYOY  $ TST'V08'8  $ 0658 I8T'VY6'ET  $ GEG'GE'E  § 799'BIS0T $ 0SZ6 35UN0 [e13U39 JO 3OO 7
- $ - $ - $ 000 pac'sse’e  $ - $ 65e'85€'E  $  0€€T ee'sse’e  $ - $ 65c'8se'’s $ 0g€T $80IM3S PNy pue aouelduwiod 'sayi Jo 80O T
$1S0J [B10L  PalouIsey  PalauIsalun EIE SIS0Q [EJ0L  PalouISaYy  PajaLsalun EIE SIS0Q [BJ0L  PRIOUISAY  pejdLsaluN EIE 1un feuonaund Aq siyauag % Arefes
186png 01-600Z Ad

sp10day 19911 ,SIUAGY :NOISIAIA

[esodoid suonerdolddy 0T-6002 A4
1UBPISald Y1 J0 32O elulojifeD Jo AlsisAiun




APPENDIX §

anLI3p o} 19Bpng 60-800¢ Ad IsureBe SINIWLSNCY

186png 016007 A4 03S0d0Yd

suopanpay 1eaA PI saiy 196png 60-8007 A4 AISIATY

(6L8%10) $ ¢$ 6817 ¢ 000 |[esrozeT § - $ 68Y'0z6T ¢ o00T  |geEsEr § - ¢ 8oe'ser'z  § 0001 [e101 puesS)
(gzet)  $ ¢ (ezer) ¢ £9/989  $ - $ £9/989 ¢ 000006  $ - $ 000006 $ Fl0jgns
(gzst)  $ ¢$ (ezer) ¢ gL'y ¢ - $ 0’989 § 000006 § - $ 000006 § sndue7 Je sjualasIngLIayjuoestiaduiod fnae
NIIMOJ pund 7 s1s0) Weibold
(er9'7) $ $ (@97) $ uLeerT § - $ ou'eerT ¢ 89g'sezT ¢ - $ 89c'serT  § salileyoay 1y S1s0) bunesadp 3 Buuosiad [eloL
- $ $ - $ - $ - $ - $ - $ - $ - $ [el01gns
. $ $ - $ - $ - $ - $ - $ - $ - $ d00n-sehieyoay
. $ $ - $ - $ - $ - $ - $ - $ - $ [eusalx3-safireyoay
safileyoay
(er97) $ $ (@97) $ QLT § - A 89g'seeT  § - $ 89’z  § aliIeyoay alojag s1s0) bunesadp B uuosiag
(er97) $ $ () $ ooy ¢ - $ ooty ¢ Wy  § - $ worly  § [el0}gnS
- $ $ - $ 0ooer  $ - $ oot ¢ oot § - $ 0000T  $ 39J0 JaU0 8
(0ot'T) $ $ (oot'7) $ 0006 $ - $ 000'6 $ orer  $ - $ oovor $ sliadx3 3 Saaas apIsng £
. $ $ - $ 00sT  $ - $ 000t ¢ 0osT  § - $ oo'st § Jurey ong/saddng/dinb3 souopanduio 9
. $ $ - $ - $ - $ : $ - $ - $ aseaTleluay Safae4 89eds 3 Samn §
8571 $ $ 8821 $ 00y § - $ 00se ¢ W' $ - $ wise  $ pajeiRY [enBlL ¢
: $ $ - $ - $ - $ - $ - $ - $ $1S00 [efia ¢
(005'T) $ $ (008T) $ 000'08 $ - $ 00008 $ 00578 $ - $ 00578 $ 51500 pajejay 3 shunsaiy ¢
. $ $ - $ 000G $ - $ 000 $ 000G $ - $ 000 $ SBOINI3S [BUOISSBJOI 7 SIUBINSUO) T
$1509 1oddng 3 sesuadx3 Bunessdo
- $ $ - $ 000 |oeror ¢ - $ oz'oo. ¢ oo0r  |oroar § - $ 9z'09L ¢ 0007 |Meroiang
. $ $ - $ 000 Joeroor ¢ 9L00L  § ooor  |ozLoeL  § - $ 009, § 000T Jodang salLuLoY jeuas dluapesy |
SISOD[RIOL  PalOMISRY pelomisalun  3L4 | SISOD[eloL  pelowisey  palowisalun  3L4 | SISOQ[eloL  pelowisey  pelomsaun 3l Jun feuonound Aq syyeusg 3 Arefes
186png 01-6007 A

ARUG AWIPEIY Judunedaq

[esodold suonendolddy 07-600z Ad
UBPISaId 8 J0 8910 eiuiolifed Jo Aisianiun




APPENDIX §

ACADEMIC AFFAIRS DIVISION

Immediate Office
Academic Personnel
Agriculture and Natural Resources
Office of Research & Graduate Studies
Academic Planning, Programs & Coordination
Students Affairs and Admissions

Education Partnerships



APPENDIX §

ACADEMIC AFFAIRS DIVISION

In FY 2009-10, the Division of Academic Affairs will restructure departments
according to the plan outlined in Interim Provost Grey’s January 13, 2009 letter to
members of the division. All departments in Academic Affairs are affected by the
restructuring plan, but with varying impact to their respective budgets. In some
cases, the budget and FTE included in this 09-10 proposal represent
placeholders while the details and composition of new and reorganized units are
worked out. Below are the most significant budgetary changes to departmental
budgets due to the Division restructuring.

Overall, the Division proposes a decrease to its unrestricted funds budget by
$21,641,305 or 18%, and 119.54 FTE. Of this amount, $6,832,945 will be a
reduction attributed to restructuring and other spending plan changes, and
$14,808,360 will be attributed to programs or functions being moved out of
UCOP. These totals include revisions to the original 09-10 budgets proposed in
March, and the individual department narratives will detail these changes.

Office of Research and Graduate Studies

The Office of Research and Graduate Studies (ORGS) will continue efforts
begun in FY 2008-09 to reorganize and consolidate functions found to be
replicated or overlapping among multiple programs or units under its purview.
These efforts will result in streamlined operations and, therefore, budgetary
savings to the University, as well as enhance the coordination of UC research
goals and priorities.

As a result of the ORGS reorganization, the FY 2009-10 budget will be reduced
by 9.63 FTE, $708,218 in unrestricted funds and $1,633,057 restricted funds. At
the same time, however, the budget for research grants to be awarded to UC
faculty will increase by $33,524,687 total.

In addition, further reductions to the ORGS budget will be achieved through the
transfer of the Welfare Policy Research Project, and the transfer of UC Center at
Sacramento and UC Washington Center programs to Academic Planning,
Programs and Coordination. These transfers will result in a reduction of
$1,598,441 to the unrestricted budget, a reduction of $2,035,077 to the restricted
budget and 27.93 total FTE.

Academic Planning, Programs and Coordination

In FY 2009-10, the Academic Planning, Programs and Coordination (APPC)
department (formerly Academic Information and Strategic Services) will undergo
several program oversight changes.

First, the Education Abroad Program (EAP) will be transferred to a campus,
representing the most significant budgetary change to Academic Planning,
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Programs and Coordination. In addition, EAP is currently undergoing
reorganizational efforts within, coupled with a transition to a more fee based
model. These efforts will result in net savings to the University with
appropriations to be redirected to the campuses.

To further realign UCOP programs with departmental missions, the UC Center at
Sacramento and UC Washington Center programs will be moved under
Academic Programs, Planning and Coordination. These programs are academic
and instructional based in focus and align best with APPC’s mission to provide
“leadership and oversight for academic programs that are implemented on a
systemwide basis.” In addition, the Science and Math Initiative, California State
Summer School for Mathematics and Science program (COSMOS) and
California Subject Matter Projects, all student academic preparation programs,
will be transferred out of APPC to Education Partnerships. The transfer of these
programs, including EAP, will result in a net reduction to the APPC budget of
$12,195,765 unrestricted funds, $9,531,681 restricted funds and 67.68 FTE.

Beyond budget reductions attributed to program transfers, the unrestricted funds
budget for APPC will decrease by $15,173,308, primarily due to the
reclassification of a portion of UC Press expenses from unrestricted to restricted,
and the reduction of program flowthrough costs offset by increases for new
program initiatives. The restricted funds budget will thereby increase by
$13,007,099 primarily due to this reclassification of UC Press expenses, as well
as an increase in program flowthrough costs.

Education Partnerships

Education Partnerships is a new UCOP department “responsible for systemwide
and intersegmental policies and programs that engage California P-20
educational systems to promote student achievement and that strengthen the
continuum of teaching, learning and leadership to ensure a full range of
postsecondary options for students.” Among other functions, this new
department will focus on UC’s partnerships with other segments of the California
educational system, including K-12 and community colleges.

The majority of the Education Partnerships budget will be transferred from
Student Affairs and Admissions, namely the Student Academic Preparation and
Educational Partnerships (SAPEP) programs. In addition, the Science and Math
Initiative, COSMOS and the California Subject Matter Projects are transferred
from Academic Planning, Programs and Coordination. The total budget for this
new department is $31,067,692 and 83.96 FTE, $30,324,849 and 78.11 FTE of
which will be transferred directly or repurposed from Student Affairs and
Admissions or APPC. The budget for Education Partnerships will consist of
$4,330,399 unrestricted funds and $26,737,293 restricted funds. 67% of the
spending for 09-10 is attributed to program costs and fund flowthrough.
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Student Affairs and Admissions

With the transfer of SAPEP programs to Education Partnerships, Student Affairs
and Admissions will focus on student services and admissions and will be
responsible for the “systemwide enrollment and success of a diverse, highly
gualified student body.” Student Affairs and Admissions will achieve further
reductions in personnel and operating costs of $681,178 unrestricted funds,
$892,774 of restricted funds and 17.73 FTE. In addition, the unrestricted funds
budget for program costs will increase by about $5.5 million due to an increase
and reclassification of certain program costs from restricted funds.

Agriculture and Natural Resources

In response to an internal review of Agriculture and Natural Resources (ANR)
administrative services, ANR will transfer its staff human resources and contract
and grant functions from UCOP to its programmatic location on UC Davis
campus for FY 2009-10. These functions will also be consolidated among ANR’s
statewide and regional programs to the programmatic location at Davis. The
review and implementation of ANR administrative services is ongoing, but,
coupled with other personnel changes will result in a net reduction of 5.00 FTE
and $392,880 to the unrestricted funds budget at UCOP in FY 2009-10. In
addition, the budget for restricted funds will be reduced by $74,281.
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Provost & Executive Vice President's Immediate Office
Lawrence Pitts, Interim Provost and Executive Vice President

Mission & Functions

The Provost and Executive Vice President’s office provides strategic leadership that
sustains UC’s position as the leading research university system in the world. The
Academic Affairs division:

e s the systemwide authority for academic policies, including admissions,
retention, and graduation

e Joins the Academic Senate in shared governance

e Leads nationally in research and student academic affairs

e Fosters the academic interests of the University with the Regents, government,
and external agencies

e Coordinates and initiates programs that help the campuses promote distinctive
campus excellence

e Assesses the State’s educational needs for the future

e (Coordinates long-range academic planning

e Develops academic priorities for budgetary and other purposes

e Shepherds and amplifies the University’s diverse resources

e Provides support to the division’s management in all aspects of resource planning,
coordination, and management

Significant Budget Changes and Proposals

Since the March presentation, the Provost & Executive Vice President’s Immediate
Office has reduced its budget of unrestricted funds by about $3.82 million, its budget of
restricted funds by about $8.8 million, and its FTE by 4.0. Changes to unrestricted funds
include: The addition of 1.0 FTE and $121,798 for a Diversity Coordinator; the transfer
of 1.0 FTE and $245,661 associated with the International Strategy Development Project
to the Office of Research and Graduate Studies (ORGS); the addition of a $332,841
restructuring contingency; an increase of programmatic funding commitments by
$115,000; and the transfer of $4.1 million in costs associated with Keck Telescope to
ORGS.

The changes to restricted funds include: The transfer of $375,720 and 4.0 FTE for the
Intersegmental Coordinating Committee to Education Partnerships; a reduction of $1,275
in Other Office operating expenses; the transfer of $8.5 million in funds flowthrough for
the Keck Telescope to ORGS; and the transfer of $35,000 in program costs associated
with the International Strategy Development Project to ORGS.

Including these post-March presentation changes, the Provost & Executive Vice

President’s Immediate Office has decreased its budget of unrestricted funds by about
$2.14 million or 42.4% since 2008-09. The decrease was caused primarily by the transfer
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of programs to other departments within Academic Affairs, and was offset by personnel
changes. The overall budget for the Immediate Office decreased by $10.6 million and
3.43 FTE.

Major changes from 2008-09 to the 2009-10 budget of unrestricted funds include:

e The elimination of 1.43 net FTE associated with a $182,389 reduction in the
Immediate Office

e The elimination of 1.0 FTE associated with a $22,957 reduction in the
International Strategy Development Office and transfer of the remaining 1.0 FTE
and $245,661 in personnel costs to ORGS

e The inclusion of $433,831 ongoing salary and benefits expenses related to the
Provost position

e The addition of 3.00 FTE and $337,720 in personnel costs for the newly
centralized Division Strategic Resource Coordinators team

e The addition of 1.00 FTE and $121,798 in personnel costs for a new Diversity
Coordinator

e The addition of $332,841 in personnel costs as a restructuring contingency

e A net decrease of $89,013 for operating expenses

e A decrease of about $3.9 million in funds flowthrough since 2008-09 for the
transfer of costs associated with oversight of the Keck Telescope to ORGS

e The inclusion of $1.08 million for ongoing academic program costs

Major changes from the 2008-09 to the 2009-10 budget of restricted funds include:

e The transfer of 4.0 FTE and $333,743 in personnel costs for the Intersegmental
Coordinating Committee to ORGS

e The elimination of $200,000 in operating expenses primarily associated with the
International Strategy Development Project

e A decrease of about $7.9 million in funds flowthrough since 2008-09 for the
transfer of costs associated with oversight of the Keck Telescope to ORGS

e The transfer of $35,000 in program costs associated with the International
Strategy Development Project to ORGS
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APPENDIX §

Academic Personnel
Patricia Price, Interim Executive Director

Mission & Functions

Academic Personnel is responsible for systemwide academic personnel policies, and
serves as primary liaison in all matters regarding academic personnel for approximately
53,000 academic appointees, including faculty, librarians, research and health science
professionals, and student academic appointees.

Academic Personnel performs the following functions:

Develops and implements University policy governing academic personnel
compensation, benefits, and employee relations

Develops and oversees academic salary scales, classification of academic
positions, retention packages, and policies for additional compensation

Develops and administers University health science compensation plans
Analyzes proposed legislation and prepares legislative reports on academic
personnel and compensation policies

Provides policy advice for academic collective bargaining activities

Develops and implements family friendly policies affecting academic appointees
Provides guidance in policy and compensation matters affecting Senior
Management Group appointees who also have academic appointments

Develops and disseminates reports, evaluations, guidelines, and papers for
submission to The Regents, Legislature, Academic Senate committees, California
Postsecondary Education Commission, Office of the President, divisions, and
federal agencies

Serves as primary consultant to the University Committee on Faculty Welfare and
the University Committee on Academic Personnel

Significant Budget Changes and Proposals

Since the March presentation, Academic Personnel has increased its budget by $80,800
in unrestricted funds. Five position upgrades, as approved in the Academic Personnel
reorganization plan, resulted in an increase of $74,800 in personnel costs. Another
$6,000 in unrestricted funds meeting expenses was added to cover UCOP’s share of the
annual Information Technology Summit Conference.

Including these post-March presentation changes, Academic Personnel has reduced its
budget of unrestricted funds by $626,026 or 29.7% since 2008-09 through the transfer of
the President’s Fellowship Program to the Berkeley campus, across the board reductions
in all non-personnel categories, as well as the reduction of 2.0 FTE. The total budget has
decreased by about $1.05 million or 41.6%.
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The budget of unrestricted funds was changed as follows:

e The budget for personnel expenses was reduced by a net amount of $17,024. This
reduction is the result of the transfer of the graduate student diversity function to
the Office of Research and Graduate Studies, the repurposing of 1.25 FTE
formerly associated with graduate student programs within Academic Personnel,
and an increase in personnel costs for position upgrades

e The budget for operating expenses was reduced by $72,645

e The budget for program costs and fund flowthrough associated with the
President’s Fellowship Program was reduced in the amount of $478,357, in
addition to a reduction of $40,000 associated with University Professor Activities
and the transfer of $18,000 in program costs for graduate diversity programs to
ORGS

The entire budget of $425,827 in restricted funds was eliminated due to the transfer of
the graduate student diversity function as described above
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APPENDIX §

Agriculture and Natural Resources
Daniel M. Dooley, Vice President

Mission & Functions

Agriculture and Natural Resources (ANR) is a mission-based systemwide network of
Agricultural Experiment Station and Cooperative Extension academics and staff
dedicated to the creation, development and delivery of new knowledge on agricultural,
natural, environmental and related human resources.

o Agricultural Experiment Station (AES) is the university's largest multi-campus
research unit, with more than 650 scientists located on the UC Berkeley, Davis,
and Riverside campuses

e UC Cooperative Extension (UCCE) has 225 CE advisors, housed in virtually
every county in the state, and 126 campus-based CE specialists. These academic
members of UC bring research innovations and practical solutions from campus
programs and adapt these to solving economic, environmental, social and
community development challenges facing every Californian

e Ten Research and Extension Centers (REC) and 17 statewide programs that serve
ANR and the entire University

e Federal and state compliance for both academic planning and financial reporting

e Federal compliance for affirmative action and civil rights regulations

e Integrated statewide administrative structure that includes budget, financial
services, risk management, environmental health and safety, contracts and grants,
analytical laboratory, communications services and planning and evaluation sub-
units

e Recruitment, training and policy compliance for a volunteer program of 40,000
individuals, through its 4-H and Master Gardener programs, who are official
agents of UC

e Communication of ANR's unique public service of providing new technologies,
cutting-edge research and the practical information needed to keep California's
agriculture economy competitive in world markets, ensure a safe and secure food
supply, improve environmental quality, and protect public health

Significant Budget Changes and Proposals

Since the March presentation, Agriculture and Natural Resources increased its budget of
unrestricted funds by $72,786, decreased its budget of restricted funds by $74,282, and
increased its FTE by 1.0. Changes to the budget of unrestricted funds include: The
increase of 2.0 FTE and $216,634 in the Immediate Office of the Vice President, the
transfer of two 0.5 FTE and $255,542 to External Relations, and the inclusion of $10,543
for executive automobile allowance. Changes to the budget of restricted funds include
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the elimination of $65,038 that was associated with 1.0 FTE previously eliminated in the
08-09 budget.

Additional changes include: The increase of $73,531 in unrestricted funds and $18,378
in restricted funds to adjust the budget to actual costs according to personnel moving
between units and to ANR’s programmatic location on the UC Davis campus; and, the
shift of $27,621 in personnel costs from restricted to unrestricted funds due to a change in
federal formula funding.

Including these post-March presentation changes, Agriculture and Natural Resources
has reduced its budget of unrestricted funds in UCOP supporting systemwide programs
by net 5.0 FTE and $392,880 or 8.4% since 2008-09, principally through a transfer of
activities from UCOP to their programmatic location on the UC Davis campus. These
units will serve the ANR programmatic function rather than the Office of the President.
A consolidation of administrative services effort will result in:

e The transfer of 4.0 FTE to campus. Savings will be achieved through the creation
of a centralized ANR Contracts and Grants Center located in Davis at the ANR
Building. Functions will be consolidated from ANR-Oakland, Regional offices,
Statewide programs, and Research and Extension Center administrative offices
(REC-AO)

e The transfer of 2.0 FTE to campus. Savings will be achieved through the creation
of a centralized ANR Staff Human Resources Unit located in Davis. Functions
will be consolidated from ANR-Oakland, Regional, Statewide Program, Support
Units, and REC-AO Offices

e These functional consolidations will result in savings to ANR units outside of
UCOP

Other budgetary changes include:

e A net increase of 1.0 FTE in the Immediate Office (as described in the first
paragraph of this section)
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Office of Research and Graduate Studies
Steven Beckwith, Vice President

Mission and Functions

The Office of Research and Graduate Studies enhances campus-based research and
graduate education by providing UC-wide strategic coordination, resources and
accountability to advance UC’s teaching, research and public service mission. Its major
functions include:

e As the guardian of the public trust, set policy for the University’s research
enterprise.

e Ensure appropriate accountability for the University’s research enterprise.

e Foster partnerships among campuses, the national labs and other public or private
entities to advance UC-wide research priorities.

e Expand and communicate the societal impact of UC’s research to California and
beyond.

e Represent the UC research enterprise in national and international fora to inform
policy and research opportunities.

e Promote UC’s technology transfer and industry alliance efforts to bring the
benefits of UC research to the public.

e Promote graduate education in the UC system to enhance California’s competitive
position in the global economy.

Significant Budget Changes and Proposals

Since the March presentation, Office of Research and Graduate Studies has increased its
budget of unrestricted funds by about $10.1 million, its budget of restricted funds by $9.1
million and its FTE by 3.16. These increases are primarily attributed to the transfer of
Keck Telescope project expenses from the Academic Affairs Immediate Office in the
amount of $4,109,675 unrestricted funds and $8,450,325 restricted funds, a $5,000,000
increase in unrestricted research award dollars to be transferred to campuses, and the
transfer of the graduate diversity function from Academic Personnel, including $16,400
in unrestricted programs costs and $532,000 restricted.

Additional changes include a personnel cost increase of $735,356 on unrestricted funds
and $48,664 on restricted funds, an operating expense increase of $196,513 on
unrestricted funds and $59,372 on restricted funds, as well as a $36,135 increase to
recharges.

25



APPENDIX §

Including these post-March presentation changes, Office of Research and Graduate
Studies has increased its budget for unrestricted funds by about $4.39 million or 11%
since 2008-09. This budgetary change is the net result of savings achieved through
reorganization efforts in progress, the transfer of programs to other units within UCOP or
outside, the transfer in or oversight of programs or functions not previously residing in
ORGS, and increases to research funding to be awarded. The total budget (unrestricted
and restricted) is reduced by 37.56 FTE, but increased by about $41.5 million, the
majority of which falls within restricted funds flowthrough.

Reorganization efforts will result in:

Five new or reorganized units plus one consolidated grant making program
A $708,218 reduction to the unrestricted budget, or 1.7%

A $1,633,057 reduction to the restricted budget, or 3.8%

A net reduction of 9.63 FTE

Major program transfers include:

Transfer of UC Washington DC Academic Center to Academic Planning,
Programs and Coordination. This transfer will result in a decrease of 14.90 total
FTE, $947,531 to the unrestricted budget and $454,424 to the restricted budget

Transfer of UC Center Sacramento to Academic Planning, Programs and
Coordination. This transfer will result in a decrease to the unrestricted budget of
$650,910 and 9.03 FTE, and $249,200 to the restricted budget

Transfer of the Welfare Policy Research Project. This transfer will result in a
decrease of 4.00 FTE and $1,331,453 to the restricted budget

Other budgetary changes include:

A net increase of $6,699,757 in unrestricted funds flowthrough, mostly consisting
of an increase to research grants awarded and the transfer of costs associated with
UC’s share of the operation and maintenance of Keck Telescope from the
Academic Affairs Division Immediate Office

An increase of $39,963,330 in restricted funds flowthrough consisting mostly of
an increase to research grants awarded and Keck Telescope costs transferred in
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APPENDIX §

Academic Planning, Programs, and Coordination
Daniel Greenstein, Vice Provost

Mission & Functions

Academic planning and analysis to advance the charge of a 21* century public research
university

e Proactive long-term thinking about the nature, size and shape of UC’s academic
enterprise and its service to the state, nation and world

e Analyses responsive to emerging trends and challenges

e Stewardship of the University’s academic goals and ongoing evaluation of its
performance in meeting them

e Leadership and oversight for academic programs that are implemented on a
systemwide basis

e Identification and advancement of university’s interest in emerging forms of
teaching, research and public information dissemination

Systemwide academic programs for which the unit is responsible include:

Digital library, publishing and broadcast services
e (alifornia Digital Library
e cScholarship

e Language Learning Consortium
e UC College Prep Online

e UC Press

e UCTV

Systemwide instructional programs
e Education Abroad Program
e UC Sacramento Center
e UC Washington Center

Significant Budget Changes and Proposals

Since the March presentation, Academic Planning, Programs and Coordination has
increased its budget of unrestricted funds by $50,834 to adjust for the actual cost of filled
positions.

Including this post-March presentation revision, Academic Planning, Programs and
Coordination has reduced its budget of unrestricted funds by about $27.4 million or 52%
since 2008-09, principally through the transfer of programs to a campus or other units
within UCOP, or the elimination of programs altogether. The budget for restricted funds
has increased by $3.48 million, and the overall budget has decreased by about $23.9
million and 67.87 net FTE.
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Major program transfers include:

Transfer of Education Abroad Program to a campus. This transfer, in the early
stages of negotiation, will result in the reduction of the unrestricted budget by
$14,187,869 and 80.61 FTE, and a reduction to the restricted budget of
$11,105,033

Transfer of the Science and Math Initiative, COSMOS and California Subject
Matter Projects to the new Education Partnerships department. These transfers
will result in the reduction of the unrestricted budget by $500,372, of the
restricted budget by $157,153 and 9.60 FTE total

Transfer of UC Washington Center (UCDC) from the Office of Research and
Graduate Studies. This transfer will result in an increase of 14.40 total FTE,
$1,379,741 to the unrestricted budget and $1,687,825 to the restricted budget
Transfer of UC Center Sacramento (UCCS) from the Office of Research and
Graduate Studies. This transfer will result in an increase to the unrestricted
budget by $1,112,735 and 8.13 FTE, and $42,680 to the restricted budget

Other program changes:

Reduction of unrestricted funds flowthrough by the elimination of the UC College
Prep Program from the UCOP budget for APPC --$3,100,000

Final phaseout of the Office of International Activities--$100,000 reduction to
unrestricted funds flowthrough

Other budgetary changes:

Reclassification of approximately $12,000,000 UC Press expenses from
unrestricted to restricted funding according to UC financial policy

Addition of ongoing expenses related to Casa de California--$460,000
unrestricted and $968,622 restricted funds

Inclusion of $640,000 in Consultant and Professional Service expense in the
Immediate Office for one-time development costs to automate identification of
UC expertise and scholarly work in specific areas, as well as to integrate the
publishing and broadcasting capacities of UCTV, UC Press, CDL, eScholarship,
etc. for effective use in advocacy and fundraising efforts—unrestricted funds
Addition of $720,000 in Outside Service expense in the California Digital Library
for its contribution to HathiTrust, a unified inter-institutional repository of shared
digital content—restricted funds. The HathiTrust initiative will result in
substantial savings to the campuses in the cost of managing digital assets and the
need for storage of redundant print volumes

Increase of $240,000 in Computer/Service Maintenance expense in California
Digital Library for application licensing and maintenance expense
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Student Affairs and Admissions
Judy Sakaki, Vice President

Mission & Functions

Student Affairs and Admissions is responsible for the systemwide enrollment and
success of a diverse, highly qualified student body. Its major functions include:

e Systemwide policies for University admissions, student financial support, and
student life

e Undergraduate enrollment management and planning

e Systemwide student, counselor, and school relations

e Research and analysis on how undergraduate and graduate students finance their
education, including scholarships, fellowships, grants, student loans, work-study
programs, higher education tax credits and deductions, and fee and/or tuition
exemptions/waivers

e High school and community college course articulation and transfer policy and
services

e Management of systemwide admissions, financial aid, and student support
programs and services

e Systemwide issues management in the areas of access and enrollment, diversity,
affordability and financial competitiveness, and student life for undergraduates,
graduates and professional degree students

Significant Budget Changes and Proposals

Since the March presentation, Student Affairs and Admissions has decreased its budget
of unrestricted funds by about $2.66 million, increased its budget of restricted funds by
about $1.24 million and decreased its FTE by 9.50. Changes include a decrease of
$351,662 in personnel costs to its budget of unrestricted funds and an increase of $39,259
in personnel costs to its budget of restricted funds due to factors associated with its
restructuring plan. These factors include creating new positions, eliminating some
existing ones, position upgrades and adjustments of vacant position salaries to the mid-
point of the salary range. About $1.1 million in unrestricted funds costs associated with
the Transcript Evaluation Service outside vendor agreement were reduced, and about
$1.2 million in costs associated with the Analytical Writing Placement Exam were
reclassified from unrestricted to restricted funds.

Including these post-March presentation changes Student Affairs and Admissions has
increased its budget of unrestricted funds by $165,441 or 1.0% since 2008-09. The total
budget has decreased by about $18.8 million or 49% and personnel was reduced by 87.64
FTE, due principally to the transfer of Student Academic Preparation and Educational
Partnership (SAPEP) programs to the new Education Partnerships department.

31



APPENDIX §

Significant changes to the budget of unrestricted funds since 2008-09 include:

e A reduction of $577,165 in personnel costs associated with its restructuring plan
e A reduction of about $1.2 million in utilities and facilities expenses
¢ A reduction of $168,466 in operating expenses due to the transfer of programs to
Education Partnerships
e A reduction of $257,991 in travel-related costs
e An increase of about $1.1 million in expenses for consultants and professional
services for seasonal evaluators, consultants for the new initiative “applyUC” and
systems development for new initiatives
e A net increase of about $1.3 million in program costs largely due to:
0 the reclassification of about $7.8 million from restricted to unrestricted
funds for outside services/vendors for multi-year contracts for the
Eligibility in the Local Context (ELC) program, admissions applications
processing, and for preparation of W-9s for financial aid recipients
0 the reclassification of about $1.2 million from unrestricted to restricted
funds for the Analytical Writing Placement Exam
0 areduction of about $3.5 million due to the transfer of programs to
Education Partnerships
0 the reduction of about $1.1 million resulting from the elimination of the
Transcript Evaluation Service outside vendor agreement from the budget
of Student Affairs and Admissions
0 areduction of $674,833 in scholarships

Significant changes to the budget of restricted funds since 2008-09 include:

e A reduction of about $15.8 million due to the transfer of SAPEP programs and
69.91 FTE to Education Partnerships

e A reduction of $887,623 in personnel costs as a result of eliminating 8.23 FTE

e An increase of $39,259 in personnel costs due to the adjustment of vacant position
salaries to the mid-point of the salary range, partially offset by the elimination of
0.5 FTE and associated personnel costs
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Education Partnerships
Vacant, Vice Provost

Mission & Functions

Education Partnerships is responsible for systemwide and intersegmental policies and
programs that engage California P-20 educational systems to promote student
achievement and that strengthen the continuum of teaching, learning and leadership to
ensure a full range of postsecondary options for students. Major functions:

e Developing a policy agenda for the University on state and federal policy issues
that relate to P-20 education.

¢ Developing external partnerships to identify research, teaching and public service
priorities and opportunities, and to leverage resources toward these efforts.

e Coordinating UC relations and collaborative efforts with the California
Department of Education, State Board of Education, and Commission on Teacher
Credentialing as well as with other educational segments and entities in the state
as related to the University’s involvement in P-20 work, including the California
Community Colleges, the California State University, the Association of
Independent Colleges and Universities, business and community organizations.

e Leadership and oversight of relations between campuses and UCOP units whose
work touches on public education.

e Leadership and oversight of all aspects of the University’s college access,
teaching and learning activities, including strategic planning and accountability
mechanisms for the Student Academic Preparation and Educational Partnerships
(SAPEP) programs, COSMOS, the Science and Mathematics Initiative, educator
preparation, and the California Subject Matter Projects.

Significant Budget Changes and Proposals

Since the March presentation, Education Partnerships has increased its budget of
unrestricted funds by $197,499, increased its budget of restricted funds by $545,344 and
increased FTE by 5.85. Personnel costs have been increased by the addition of three
department analyst positions totaling $75,995 in unrestricted funds and $176,744 in
restricted funds, the elimination of 1.00 FTE and $122,338 in unrestricted funds
associated with the Science and Math Initiative and the transfer in of 3.80 FTE and
$375,520 restricted funds associated with of the Intersegmental Coordinating Committee.
Further personnel cost increases in the amount of $318,842 in unrestricted funds and
$1,439,602 restricted funds are attributed to current position upgrades and budgeting
vacant positions at the midpoint of the salary range.

This budget revision also includes a $140,000 decrease to operating costs due to the re-
categorization of COSMOS scholarships from Other Office to Program Costs and Funds
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Flowthrough. Consequentially, restricted funds program costs are increased by this
amount. Other program cost changes include: The elimination of the Analytical Writing
Placement Exam (AWPE) committee support in the amount of $75,000 unrestricted
funds, the elimination of Puente Program indirect costs in the amount of $241,000
restricted funds and the reduction of $1,205,523 AWPE restricted fund contract expenses.

Including these post-March presentation changes, Education Partnerships has an
unrestricted funds budget of about $4.3 million, about $26.7 million in restricted funds,
and 83.96 FTE for 2009-10. The majority of the Education Partnerships budget results
from the transfer of the SAPEP programs from Student Affairs and Admissions.
Approximately $3.5 million in unrestricted funds, $14.4 million in restricted funds, and
69.91 FTE will be transferred to Education Partnerships from the former Student Affairs.
Furthermore, about $3.5 million of the $14.4 million budget of restricted funds are of
ongoing SAPEP program costs and flow through previously budgeted in unrestricted
funds.

The budget of restricted funds includes an additional $11.1 million in costs for programs
which are transferred to Education Partnerships from Academic Planning, Programs and
Coordination. These programs are:

e The Science Math Initiative (SMI) with an associated budget of $794,000
unrestricted funds

e The California Subject Matter Projects (CSMP) with an associated budget of
about $9.3 million in restricted funds, and 2.0 FTE

e The California State Summer School for Mathematics and Science (COSMOS)
with an associated budget of $1.1 million in restricted funds, and 2.20 FTE
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BUSINESS OPERATIONS DIVISION

The Division of Business Operations is responsible for policy development and oversight
of the University's budget, business and organizational operations and financial
management. Functions include Systemwide and Office of the President budgets; Human
Resources and Benefits; Informational Resources and Communications, and Financial
Management.

Including the post-March adjustments, for Fiscal Year 2009-10, the Division proposes a
decrease to its budget of unrestricted funds by $7.7 million or 19%. Most of this decrease
reflects shifting operations that were previously budgeted on unrestricted funds to
restricted funds. Accordingly, the FY 2009-10 budget for restricted funds has increased
by $10.0 million. The overall budget for FY 2009-10 reflects a modest increase of $2.3
million (less than 3%), reflecting the division’s absorption of most consolidated business
and budget functions that no longer are being provided by other divisions. These include
business services, project and change management, technology support and budget.

Business Operations Immediate Office

The Immediate Office of Business Operations has increased its base budget of
unrestricted funds by $629,722 or 17.05% since FY 2008-09. This increase is mostly
attributable the addition of a Restructuring Contingency to allow the EVP of Business
Operations flexibility in staffing to meet the workload of both the Immediate Office and
the Division. The FY 2009-10 budget for restricted funds has increased by $363,000 that
reflects a transfer of funding for the Institutional Advancement unit from unrestricted to
restricted (see below). The total budget (unrestricted and restricted together) has
increased by $992,477.

Budget and Capital Resources

For FY 2009-10, the Systemwide Budget Office will be combined with Facilities
Administration. The new unit will be named Budget and Capital Resources. Although
this merger was announced in October 2008, the new unit is still undergoing a detail
design that will determine its ultimate staffing and fiscal needs for FY 2009-10 and
beyond. Therefore, this request simply reflects the combination of FY 2008-09 budgets
for each unit as the base for FY 2009-10.

The FY 2009-10 budget proposal achieves a cut of approximately 10% in the use of
unrestricted funds through the elimination of one position in Budget Operations area and
the shifting of a portion or all funding for nine other positions (4.29 FTE) to Plant Pool
Earnings (a restricted fund source for expenses related to the capital program known as
PPE). In terms of dollars, this reduction in unrestricted funds totals $528,259. The total
budget (unrestricted and restricted together) has decreased by $60,607.
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Human Resources and Benefits

The Office of Human Resource and Benefits has reduced its base budget of unrestricted
funds by $4.6 million, or 37.84%. For the most part, this reduction reflects a reallocation
of resources from unrestricted funds to restricted funds. As such, the budget for restricted
funds has increased by approximately $5 million. The total budget (unrestricted and
restricted together) has increased by $403,771 or slightly less than 1%. The net increase
to the budget is largely accounted for in additional legal costs that have become necessary
to support the University in its bargaining with labor unions regarding the re-
establishment of employee contributions to UCRP.

Financial Management

For FY 2009-10, the budget for the newly created Chief Financial Officer's Immediate
Office is being reported within Financial Management and consolidated within Business
Operations. (In future years, the Chief Financial Officer will be reported as a stand alone
consolidation to include the Immediate Office and all of Financial Management.)

Salaries and Benefits for the Chief Financial Officer reflect a net addition of two FTE and
$548,704 to the Appropriations Proposal submitted in March. Including these post-March
presentation changes, Financial Management has reduced its budget of unrestricted funds
by approximately $2.0 million or 30%. Much of this amount reflects a shift of existing
programs from unrestricted funding to restricted funding based on a re-evaluation of staff
time and effort. The FY 2009-10 budget for restricted funds has increased by $3.7
million resulting in an overall budget increase of $1.6 million. The overall increase is
due to not only the addition of the Chief Financial Officer’s Immediate Office, but also
the transfer of several new and existing functional units to Financial Management,
including the consolidated business services unit and systemwide travel management.

Information Resources and Communications

IR&C has reduced its unrestricted funds budget by about $1.1 million or 9%, through a
transfer of activities to restricted funding and the elimination of 2 net FTE. The total
budget (unrestricted and restricted together) has decreased by about $600,000 or 2.8%
after taking into account new external recharges. Campuses continue to engage IR&C for
an increasing variety of services, consolidating workload where economies of scale can
lower University costs.

Institutional Advancement

Institutional Advancement has achieved a 15% reduction in its budget by eliminating one
part-time position (0.40) of one FTE and transferring 4.00 FTE from unrestricted funding
to restricted funding (Lee Jacks). This transfer accurately reflects the unit’s considerable
responsibilities for the administration and oversight of restricted endowments. The total
budget has decreased by $80,291.
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Business Operations — Immediate Office
Katherine N. Lapp, Executive Vice President

Mission & Functions

Mission

The Business Operations division is responsible for the development and implementation
of prudent control practices and recognized management techniques and establishment of
division goals and guiding principles. Oversight and policy development is provided for
all University business functions, including Systemwide Budget, Human Resources and
Benefits, Facilities Administration, Financial Management, and Information Resources
and Communication.

Functions

o Provide management oversight, leadership, direction and coordination of the
activities carried out by the departments directly reporting to the Executive
Vice President for Business Operations.

e Develop, coordinate and advocate for the UC Systemwide budget in
consultation with The Regents, the President, the Provost, the Academic
Senate, and the campuses and allocate the resources to the campuses, both
operating and capital, on an annual basis.

e Provide management oversight for the Office of the President through
implementation of prudent control practices, recognized management
techniques, and effective policy development and oversight.

o Initiate new business projects and practices at the Office of the President and
in coordination with the campuses to ensure that UC resources are utilized as
efficiently and effectively as possible.

e Oversee the development and implementation of Regental and Presidential
policies in all areas of the UC business functions to ensure effective and
efficient processes for the activities of the University, including human
resources policies, business and financial management policies, and
information technology policies.

e Develop and administer a budget process for the Office of the President that
provides a clear understanding of available fund sources and expenditures.

o Work with the Administrative Vice Chancellors and Budget Officers to
establish a funding mechanism to support the technology needs of the
University.

e Provide systemwide coordination of critical safety, security and information
technology issues.

e In FY0809, acquired oversight of Institutional Advancement (IA). 1A
develops and interprets fundraising and support group policies; and provides
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services to the campuses in approving campus gift actions as well as assisting in
structuring gift agreements and providing counsel related to virtually every aspect
of large gift giving.

Significant Budget Changes and Proposals

Since the March presentation, the Immediate Office of Business Operations has
increased its budget in unrestricted funds by $1,028,030. An amount of $628,030 was
added to Salaries and Benefits as a Restructuring Contingency that will allow the EVP
flexibility in staffing to meet the workload within the Immediate Office as well as the
Division. Depending on resource requirements, this could mean the addition of up to six
FTE. In addition a one-time amount of $300,000 was added to Utilities & Space
Facilities Rental/Lease to provide security upgrades to the downtown Oakland building.
The third and final adjustment reflects an additional $100,000 added to Other Office
expenses for contract security services at the 1111 Franklin St. building per
recommendations of outside experts.

Including these post-March presentation changes, the Immediate Office of Business
Operations has increased its budget of unrestricted funds by $629,722 or 17.05% since
2008-09. The total budget (unrestricted and restricted together) has increased by
$992,447.

The following discussion was presented in March. In March, the Immediate Office of
Business Operations reported reductions in unrestricted funds principally in the
Institutional Advancement Unit through the elimination of a part-time position (0.40
FTE) and the transfer of 4.00 FTEs (Administrative Analyst, Assistant Vice President,
Director, and an Administrative Assistant III) from unrestricted funding to restricted
funding (Lee Jacks).

For FY0809 and FY0910 the Immediate Office of Business Operations includes two new
functional units: the Office of Project / Change Management; and the Divisional Strategic
Resource Coordination Team (SCRT). The Office of Project / Change Management is
charged with continuing to support the OP restructuring effort as well as to lead future
change efforts at OP and on the campuses. The SRCT manages and coordinates
divisional activities related to human resource actions, budget/fiscal analysis,
facilities/space coordination, and large meeting/conference planning. They provide
operational expertise and consultation to department managers and supervisors in these
areas.

In addition, two existing functional areas are being transferred to the Business Operations
Immediate Office: Building Services, and Mail Services. These units were previously
accounted for in Facilities Administration. Going forward they will be reported as a
single unit, Building and Mail Services. Most of the activity in these units is recharged to
other UCOP departments.
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Financial Management
Anne Broome — Vice President

Mission & Functions

Mission

Financial Management is responsible for systemwide financial and tax policies,
controls, and accounting, all treasury and external finance functions, systemwide
procurement and strategic sourcing, systemwide risk management, and mortgage
programs.

Functions

o Systemwide Internal and External Banking Services: Responsible for
systemwide banking services and policy used in the administration of all UC
funds.

o Systemwide Cash Management: Responsible for the University's Cash
Management Function (approximately $1.5 billion per month), which includes
positioning daily cash, concentrating all account activity, processing all
UCOP wire requests, funding all check and electronic (primarily payroll)
disbursement accounts, sweeping all available depository accounts, and
generating all Corporate Accounting entries.

o Systemwide Financial Controls and Accountability: Responsible for
systemwide development and oversight of local programs to promote internal
control and compliance with accounting and financial control standards.
Coordinate campus Controller reporting relationships and the development
and delivery of systemwide financial management training program (Business
Officer Institute);

o External Finance: Responsible for the development of University debt
strategy, capacity, and affordability; all systemwide external debt issues
including policy development, debt issuance, and management as well as the
coordination of capital and debt management requirements at all University
locations;

o Systemwide Finance Policy, Accounting and Reporting: Responsible for
UC financial accounting policy and the consolidated financial reporting under
GAAP for campuses, medical centers, UCRS and foundations. Maintains the
Corporate Financial Reporting (CFR) system and coordinates the systemwide
annual fiscal close and external audit. Responsible for UC debt accounting,
reporting and administration.

e Systemwide Endowment and Investment Accounting: Responsible for
centralized accounting and financial reporting (GAAP) for endowment funds,
campus foundations, and other UC affiliated organizations and deferred gifts.
Also responsible for participant accounting for the GEP, HIP and STIP, and
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for accounting and recording investment activity for the UCRP and UCRSP
funds, including pool processing for the UCRP and DOE Laboratory
segments.

o Financial Planning and Analysis (FPA): Responsible for financial planning
and support for auxiliary business operations, including reviewing new
campus construction, facilities or business development for project objectives
and financial feasibility. Manages the Debt Management System (DMS) to
assist campuses in planning efforts.

e Risk Services: Responsible for development and implementation of
systemwide risk financing programs including insurance and self-insurance
and the management of claims and litigation associated with these programs.
Provides oversight of EH&S and implementation of systemwide loss control
and loss prevention programs.

e Strategic Sourcing and Systemwide Procurement Policy: Provides
systemwide support for collaboration among various campuses for the
strategic sourcing program and procurement as well as for e-commerce
systems, including catalog management.

e Systemwide Travel Management: Responsible for the new systemwide
Travel Management program, negotiate contracts for agencies, hotels, rental
cars, and airlines, and monitor usage and cost savings;

o Office of Loan Programs: Responsible for designing, developing and
administering customized mortgage programs to support faculty/staff
recruitment and retention, as well as providing loan processing approval,
funding, loan servicing and accounting, loan portfolio sales and management
of investor relations.

o Business Resource Center: Responsible for processing transactions related to
general purchasing, travel and entertainment, payroll, recharges and grant awards
for all OP departments except the Officers of The Regents.

Significant Budget Changes and Proposals

Since the March presentation, Financial Management has increased its budget of
unrestricted funds by $329,223. This amount along with an additional amount of
$219,481 in restricted funds was added to Salaries and Benefits to create the base budget
for the Chief Financial Officer (CFO) and his associated support staff. The total budget
for the CFO for FY0910 is $548,704. Please note that in future years the CFO will be
reported as a stand alone consolidation to include the Immediate Office and all of
Financial Management.

Including these post-March presentation changes, the total budget (unrestricted and
restricted together) has increased by approximately $1.6 million since FY0809, which
also includes the previously reported transfer of several new and existing functional units
to Financial Management.
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For FY0910, salaries and benefits increased by $566,704 against the FY0809 base of
$12.3 million. The FY0809 base for operating expenses is $3.17 million. For units
that were in Financial Management for both FY0809 and FY0910, the proposed base
budget has been reduced by $727 thousand, or 23%; from $3.17 million to $2.44
million.

As noted above several new units or initiatives have been added to Financial
Management for FY0910 that were not in the FY0809 base budget. The additional
operating expenses for the new units or initiatives, specifically Office of Loan
Programs, Business Resource Center, Treasury Workstation and Systemwide Travel
total $1.53 million.

For FY0910, proposed operating expenses and support costs for Financial
Management are $3.97 million, up $800 thousand or 25% from the FY0809 base
budget. The increase is a combination of a $727 thousand, or 24%, decrease in
existing departments that has been more than offset by the addition of new units in
Financial Management that added $1.53 million, or 48% to the FY0809 expense base.
The remainder of the net increase is attributable to a $350 thousand decrease in
recharge revenues (elimination of a recharge unit - Payroll Cluster folded into the
BRC) and a $123 thousand decrease in program costs / funds flow-through
(elimination of a nonrecurring cost for UC's system wide investment in the Kuali
general ledger project as the cash investment period has now been met). Davis, Santa

Barbara and Irvine have the lead and continue to commit non-cash resources to the
effort).
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APPENDIX §

Human Resources and Benefits
John Cammidge — Acting Associate Vice President of Human Resources
and Benefits

Mission & Functions

Mission

The Office of Human Resources and Benefits provides systemwide leadership of a
progressive human resources system to build and sustain a diverse faculty and staff that
will most effectively support the University of California's mission of teaching, research,
and public service.

Functions

The systemwide Office of Human Resources and Benefits (HRB) serves a mix of
constituencies, both academic and staff, in an array of functions and activities. UC
administers its own pension and medical plans, which consume about 80% of HRB
staffing, resources and funding. These programs are funded by health and welfare benefit
funds and the retirement plan trust — funds that cannot be commingled with state and
common funds for other purposes.

State and common funds primarily support UCOP HR services, a large and legally
mandated Labor Relations function, and critical HR functions including compensation,
policy, senior management program administration, diversity and Affirmative
Action/EEO oversight, employee relations, strategic planning and program design, and
information systems support.

HRB is organized around four units, which collectively provide service and leadership
for the following primary functions:

e Oversee human resources policy and employee relations for non-represented
staff employees and compensation for staff employees;

e Coordinate labor relations, as mandated by state and federal labor laws, for
academic and staff employees, including central responsibility for
implementation and compliance with collective bargaining agreements and
labor & employment laws. UC has 16 unions and 24 local and systemwide
bargaining units, representing nearly 74,000 employees;

o Provide benefits planning, design and administration for the University of
California community - over 300,000 faculty, academic and staff employees,
retirees, and their family members covered by the University's plans and
programs;

e Oversee Diversity and Affirmative Action/Equal Employment Opportunity
programs for staff employees;
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e Administer the human resources program and benefits for the Senior
Management Group, including detailed support for the Regents' oversight role
for over 500 employees in the Senior Leadership Compensation Group;

e Manage centralized information systems, human resources policy and
program compliance, customer service, research and planning support for
human resources functional areas and their related constituents;

e Provide systemwide human resources strategic planning, policy, and program
development;

e Serve in a fiduciary role as plan administrator for UC's health, welfare and
retirement plans and programs;

e Provide programmatic funding and oversight/monitoring for certain
systemwide human resources programs at locations.

Significant Budget Changes and Proposals

The Office of Human Resources and Benefits has reduced its budget of unrestricted
funds by $4,564,729 or 37.84% through the transfer of Operating Expenses & Support
Costs to restricted funds. The total budget (unrestricted and restricted together) has
increased by $403,771 or slightly less than 1%, the majority of which falls within
restricted funds. The net increase to the budget is largely accounted for in the Legal Cost
non-payroll category. An amount of $360,000 has been added to pay for outside legal
counsel (Hanson Bridgett) who will engage in collective bargaining and other labor
relations work related to re-establishing represented employee contributions to UCRP. In
addition, $70,557 has been added to Program Cost / Fund Flow-through to capture the
funding for the Staff Advisors to The Regents and the Council of University of California
Staff Assemblies (CUCSA). Finally, the HR&B Communications Unit, including 7.5
FTE and $519,311 in salary and benefits costs, has been transferred from HRB to the
consolidated Communications Unit in External Relations. The transfer of appropriate
operating expenses for this unit is still under review.

48



APPENDIX §

196png 01-600C A4

aA1Iap 01 126png 60-800Z Ad Isurebe SINIWLSNCAY

186png 01-600Z A4 A3SOOYd

SUOIINPaY JedA PIN 49} 196PNg 60-8002 A4 AISIATY

TL1°€07 $ 005'896'v  $ (62L¥9ST) $ 000 €65'Gv8'Sy $ 6ET'8YE'BE  $ VSV 6V'L  $  00'98T 228 TYY'Sy  $ 6€9'6/€€E  $ €81290CT $ 00°98T [e30] pueio
LG5'0L $ TS9'69€'T ¢ (#60'662°T) $ 608'00€'9 $ ¢SZ'0gz'9  $ LSG'0L $ 2520679 $ T09'098Y  $ TS9'69ET  $ feloiqns
1850 $ T99'69€T ¢ (v60'66CT) $ 608'00€'9 $ ¢SC0ec9  $ LSG0L $ 25C06C9  $ 109098  $ TS969ET  $ 000°G29'T$ J01e)|ioed ared yieaH
ybnoiyimol4 pun4 pue s1so) welboid
yTZ'eEE $ 6v8'865€ ¢ (3€9'G9z'e) $ v8L'YYS'6E  $ 188°LTT'ZE $ 168'9Zv'.  $ 0/S'TTZ'6€  $ 8E0'6TS8Z $ 2€5C690T $ sabrey0ay 40 18N sis00 Bulresado pue [puuosiad
- $ - $ - $ - $ - $ - $ - $ - $ - $ [e101gns
- $ - $ - $ - $ - $ - $ - $ - $ - $ d0on-sebreyosy
- $ - $ - $ - $ - $ - $ - $ - $ - $ [eusa1x3-sabireyoay
safreyoay
YTCEEE $ 6ev8'865€  $ (5€9's9z'€) v8L'¥yyS'6E $ 188°.TT'2€ $ 168°9ev'.  $ 0/GTTZ'6E $ B8E0'6IS8Z $ ¢€SZ690T  §$ Sabey 09y 210409 $1S09 buleladQ pue [puuosiad
1.2'62€ $ LTr'vesy ¢ (ovT'sozy)  $ 186'GeG'cc  $ LpST/8'8T $ ¥EV'VI9'E  § 0T.'90C'2z ¢ OET'/E€%T & 085'698'L § [e101ans
- $ - $ - $ 06.'0ev'c  $ ¢8LT8F'T  $ 800'8Y6 $ 06L'0e¥'C  $ ¢8L28F'T  $ 80086 $ Juswsalby uonely JH 450N
- $ /10'C2L $ (L10'222) $ ¥92'/GT'S  $ 6€CVL0Y  $ G20'€80T  $ v9Z'/GT'S  $ cee'ese'e $ Tr0'so8'T  $ WO BYIO 8
- $ €6E'TIT'T  § (E6E'TIT'T) $ Goz'8IE'e  $ G9z'8TE'e  § - $ G9Z'8TE'E  $ ¢/8'9ST'T  $ €6ETIT'T  $ spadx3 9 S9IMBS BPISINO L
- $ 9/T'TL $ (921'T2) $ 16€'80S $ vE9'TOY $ €91'90T $ 16€'80S $ 8sr'oee $ 6€6'LLT $ urep 9Ag/saliddnsydinb3 sayo/eIdwod 9
- $ - $ - $ - $ - $ - $ - $ - $ - $ asea/[eluay salioe soeds pue salin G
(62L'0€) $ T62CT $ (0z0'er) $ 095'9/2 $ 620'2TC $ TESY9 $ 682'20€ $ 8£L'66T $ TS5'L0T $ paje|ay [preIL ¢
000'09€ $ 00009 $ - $ 6TC'29Y'T  $ Tr¥'9.0T  $ LLL'SBE $ 6TZ'20T'T  $ Thv'oTL $ LL1'S8E $ s1s0Q [efa7 €
- $ 188'0S $ (288'05) $ 117'€9€ $ LyT'/82 $ 0g€'9L $ 11%'€9€ $ 092'9eT $ 112'.2T $ SIS0D paejay B sbunssiN ¢
- $ €99'9sT'z ¢ (€59'95T?)  $ 600'6T0'6  $ 600'6T0'8 $ 000°000T $ 600'6T0'6  $ 95€'798'S  $ €G9'9ST'E  $ SDIAI3S [BUOISSBJ0Id pUe SIUBYNSU0D T
s1s09 uoddns % sasuadx3 Bupesado
EV6'E $ (895'5€6) $ TIS'6E6 $ 000 €08'800'2T $ OPEOPCET $ €9¥'29L€ $ 00987 09870027 $ 806'T8TYT $ ¢S6¢Z8C $ 0098T [reoians
(776'95) $ (70v'99) $ 097’6 $ 000 9T0'689% $ 955697 $ 097’6 $ 00TL 096'Sv.Y $ 096'GP.T $ - $ 00T UOHBAISIUILIPY SHON pue ydusg €T
(¥65€) $ 059'€ee $ (ve'L22) $ 000 8Cr'Z6TT $ 8CH'Z6T'T § - $ 0091 720'96T'T  $ 81.'896 $ vve'lae $ 0097 S3OIISS [eloueuld 2T
(6ev'eT) $ (228'909) $ 88e'chy $ 000 GZ9'T9€'Z  $ G6'9TV'T  $ 099'7¥6 $ 0092 ¥90'5/€'7  $ 208'€6'T  $ 292'TSv $ 0092 $82In0SaY S8II0d B Weiboid TT
- $ (09'90T) $ €09'90T $ 000 €95'8€9 $ €£9'0TY $ 0g6'LeC $ 00§ €95'8€9 $ 9€T'L1S $ Lee'Ter $ 00§ SOAS 79 S8I01j0d "sBid ‘suonejay safojdwy 0T
902'8T $ ovT'T $ 09097 $ 000 €99'092 $  9£5'€09 $ L2T'lST $ 00L LSVl $  06€'T09 $ 290'THT $ 002 8ouelIdwo) s80IN0say UBWNH 6
(o12'2) $ 00L'9TZ $ (0T¥'v22) $ 000 GBE'ELTT $ G6E'ELTT & - $ 00€T GOT'T8T'T  $ G69'956 $ 0Tv'vee $ 00€T juswafeuep Jopusp 8
v1€'2T $ 98L'l€ $ (e1v'se) $ 000 G98'8.T $ vr9'eLT $ T2z'9 $ 00¢ T67°99T $ 8S8'VET $ €E9'TE $ 00¢ 2ouelIdwoD p doueINSSY Alifend L
(1) $ (ev8'99) $ 2v8'99 $ 000 029'GTC $ 018'0T $ 018'20T $ 00 129'STC $ €59'7.T $ 896'0V $ 00C Ausieng ye1s 9
1€5'0Y $ (v12'659) $ TTE'009 $ 000 067126 $ 86C'V6T $ 26T'LLL $ 008 €56'0€6 $ 2L0WSL $ T188'9LT $ 008 un1oay 08x3 @ Aoljod ‘dwo) JWb IS §
Try'e $ SBLTLT $ (#5€'8971) $ 000 Lyr'9PS'T  $ 898'L¢6 $ 6.5'8T9 $ 0001 900'€¥S'T  $ €.0'9SL $ €£6'98L $ 0001 suoe|ay Joqe/eskoldws
(T00'1€) $ (evL'TLT) $ zvl'ovtT $ 000 €0.'88€'T $ 112'8.6 $ 98Y'0TY $ 004Gt v0L'6TV'T  $ 096'6VT'T  $ ¥¥.'692 $ 00GT uoddns swaisAs uorewlo] €
(8L1'¢) $ (0.5%) $ 26T $ 000 0vS'66T $ 2€9'65T $ 806'6E $ 00 8T2'20C $ 202'v9T $ 916'8E $ 00C ABarens syjauag B UH opIMWAISAS ¢
25e'sy $ (188'v0T) $ EET'0ST $ 000 8vy'269T $ 8¥E'6CZ'T  $ 00T'€9V $ 008 96T'LV9'T $ 62ZVEE'T $ L96'CTE $ 008 dA\ 81BI00SSY 8} JO 800 T
SIS0 [e10L pajollsay pajaLsaIun 314 S1S0D [e10 L pajollsay palollsaIun 314 S1S0D [e10L pajlsay pajollsaIun 314 1un feuonaung Aq sijauag 3 Arejes

SJJOUAY 29 $32an0sIY uewing :juduneddq

fesodoid suonendoiddy 0T-600Z Ad
1uBpIsaId 8yl J0 821440 .IuloyIfed Jo AlsiaAlun




APPENDIX §

Information Resources and Communications
David Ernst, Associate Vice President

Mission & Functions

Information Resources and Communications (IR&C) provides information technology
services to the Office of the President, individual campuses, and University-wide
constituencies. Its major functions include:

Strategic systemwide IT planning, governance and analysis

Payroll for 7 UC campuses, plus Hastings and ASUCLA

UC Retirement System (systemwide annuitant payments)

At Your Service Online (employee access to benefits & pay information )
Undergraduate Admissions ( student applications etc. online)
Endowment Investment & Accounting System (manages UC endowments)
Corporate Data (collects institution-wide data for analysis and reporting)
Web Services (maintains UCOP web sites and develops applications)
Technical Support for UCOP staff and departments

Records Management (archives key documents and correspondence)
System-wide IT Procurement, in conjunction with Strategic Sourcing
Managing the advanced network provider for the UC system

FCC Licensing (coordinates campus licensing on behalf of the Regents)

Significant Budget Changes and Proposals

Since the March budget presentation, IR&C has added funding for 6 months of contract
support to help it work through a backlog of critical applications and productivity
improvements. This is a one-time addition of $86,400 to the IR&C budget.

IR&C has reduced its unrestricted funds budget by about $1.2 million or 10%, through a
transfer of activities to restricted funding and the elimination of 2 net FTE. The total
budget (unrestricted and restricted together) has decreased by about $0.7 million or 3.2%
after taking into account new external recharges. Campuses continue to engage IR&C for
an increasing variety of services, consolidating workload where economies of scale can
lower University costs.

Net changes to Salary and Benefits include:

Technology Support Services (Windows Engineering) unrestricted salaries shifted
to restricted Communication Access Fee (CAF) pending resolution of the
Knowledge Worker funding plan

Reduction of 2 FTE budgeted in unrestricted funds
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Net changes to the non-payroll categories include:
e Decrease in travel in the amount of $15,868

e Rebudget consultants and professional services (programmers hired for limited
appointments) from unrestricted to restricted funds $156,000

e Rebudget equipment and software maintenance from unrestricted to restricted
funds $282,000

e Increase in external recharges for new services to campuses $575,000
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Budget and Capital Resources (combined Systemwide Budget

Office and Facilities Management)
Patrick Lenz — Vice President

Note: The newly combined departments are in the midst of reviewing work
processes and identifying an appropriate organizational structure. This review is
expected to conclude in mid-April. Pending the outcome of this final review, the
mission and functions listed below are subject to change.

Mission & Functions

Mission

The Systemwide Budget Office is responsible for the development, approval,
communication and implementation of the University's operating and capital resources
acquisitions and allocation plans and its Long Range Budget Plans. The office also
directs the development of the annual budget on behalf of the President and The Regents,
and secures their approval to adopt its recommendations.

Facilities Administration provides leadership for managing the University's physical
assets and sustaining a built environment. Its purpose, through the development and
operation of the University's physical assets, is to effectively and efficiently support the
University's teaching, research and public service mission.

Functions
Specific functions of the Budget Office include:

e Develop and recommend budget strategies, long range budget plans, policies,
and analyses for operating and capital budgets, including fund priorities,
allocation formulas, external negotiation strategies, and forward-year plans
and outlooks.

e Develop annual budget request consistent with the policies and priorities of
the Board of Regents.

o Identify near and long term consequences of proposed budget actions, and
development of alternative scenarios.

o Ensure an open and transparent budget process, so that decisions are
understandable and the budget itself is clear and accessible;

o Negotiate and advocate for the Regents Budget request at the State level
including with the Department of Finance, the Governor's Office, members of
the Legislature and their staff, State budget subcommittees, the California
Postsecondary Education Commission, and other State officials.

e Develop recommendations for allocations to the campuses in the context of an
open and transparent budget process, including implementation of applicable
controls and policies.
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e Work with the Chancellors and other campus officers to address planning and
budget issues and ensure accountability.

e Work through the new academic planning process, consultation with faculty,
students, campus and Office of the President staff, and other constituencies on
budgetary planning issues, resource needs, and priorities for the annual
Regents Budget.

Facilities Administration provides services in the following functional areas:

o Facilities and energy management, and sustainable practices: Responsible for
providing leadership in the stewardship of 100,000,000 square feet of
University facilities; strategic planning in addressing deferred maintenance
and capital renewal needs; systemwide strategic energy planning and
leveraged energy procurement services on behalf of the campuses, and
sponsorship of $500 million in energy-saving projects; the University's
sustainable practices program; and training programs and opportunities to
share best practices.

o (Capital project design and delivery: Responsible for providing leadership in
developing capital project design and delivery strategies , including contract
administration and training related to project management, to implement the
University's $8 billion program of major projects underway. [Note: contract
administration and training function is currently suspended, pending final
review and staffing needs assessment. ]

o Real estate development: Responsible for the scope of real estate services,
supporting transactions (leasing, purchases and sales, ground leases,
easements, licenses, rights-of-way), strategic planning, portfolio management,
reporting, property tax management, training tools and programs, and sharing
best practices.

o Physical and environmental planning: Responsible for providing leadership,
consultation and strategic planning related to University land use and site
planning, long-range land-use plans (LRDPs), the environmental process, and
the University's statutory obligations.

o Building code and safety: Responsible for providing leadership to ensure
University facilities are constructed, leased, and purchased to meet applicable
and appropriate standards for the protection of life and property, and in the
most cost-effective and timely manner; represents the University, and
advocates for its interests, on State regulatory bodies and boards of
professional organizations. [Note: function currently suspended, pending final
review and staffing needs assessment. ]
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Significant Budget Changes and Proposals

In September of 2008, a Review Team appointed by Executive Vice President Katherine
Lapp and Chaired by UCD Vice Chancellor John Meyer submitted its report entitled

“Organizing for the Successful Delivery and Stewardship of Capital Assets” (Report).
This report recommended that the Systemwide Budget Office and Facilities
Administration be merged. The Report included a set of summary major
recommendations as well as specific recommendations associated with several of the sub
areas of the newly defined Department.

In mid-October of 2008, EVP Lapp convened a joint meeting for the staff of both former
departments to announce that she had reviewed the Report and was prepared to
implement its major recommendations effective immediately by consolidating the two
departments into a newly formed department at UCOP. She indicated that this effort was
being done to increase organizational efficiencies as part of the larger OP efforts already
underway in other business areas. Looking forward, she indicated that this would
consolidate all systemwide resource management issues under one set of leadership, to be
completed by mid-April, 2009.

While the final staffing and fiscal requirements for FY0910 are still being reviewed, a
preliminary FY0910 budget for the combined Systemwide Budget Office and Facilities
Administration department has been prepared by combining the FY0809 budget for each
unit and using these amounts as the base for FY0910. The FY0910 budget proposal
achieves a cut of approximately 10% in the use of unrestricted funds through the
elimination of one position in Budget Operations area (Coordinator @ 1.00 FTE) and the
shifting of a portion or all funding for nine other positions (4.29 FTE) to Plant Pool
Earnings (a restricted fund source for expenses related to the capital program known as
PPE). While it is believed that the shifting of the funding to PPE at the proposed levels
can be sustained in the near term, the actual distributions of those shifts may change
following the completion of the departmental review now under way. In terms of dollars,
this reduction in unrestricted funds totals $528,259. The total budget (unrestricted and
restricted together) has decreased by $60,607.

During FY0809, Facilities Administration transferred two functional units to the
Immediate Office of Business Operations: Building Services and Mail Services. These
units are now reflected in the Immediate Office of Business Operations for both FY0809
and FY0910.
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EXTERNAL RELATIONS

Immediate Office
Federal Government Relations
State Government Relations
Alumni Affairs/Advocacy

Communications
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External Relations (formerly University Affairs)
Daniel M. Dooley — Interim Senior Vice President, External Relations

Mission & Functions

Mission

External Relations (formerly known as University Affairs) is responsible for developing
and implementing external affairs strategies for state and federal governmental relations,
communications, alumni affairs and institutional advocacy. These efforts are undertaken
in support of the President and the campuses in order to bring together constituencies and
stakeholders to build enduring financial, legislative and constituent support for the
University.

Functions

The departments in External Relations have direct responsibility for conducting specific
systemwide functions for the University. Primary functions include:

e Federal Governmental Relations (Washington, D.C.) represents and advocates
for the University on federal budget, legislation and public policy issues
impacting the University.

o State Governmental Relations (Sacramento) represents and advocates for the
University on legislation and public policy issues impacting the University
and works in conjunction with the Systemwide Budget Office to advocate on
State budget matters.

e Communications develops, coordinates and implements systemwide
communications strategies for the University, working closely with the
campuses. It also provides strategic oversight for the management of
systemwide issues.

e Alumni Affairs/Advocacy, as described further below, is a proposed
consolidated unit focusing on cultivating and maintaining relationships with
key stakeholders to build broad support for the University and its public
policy priorities, with a special emphasis on engaging UC alumni and
servicing alumni organizational needs.

Significant Budget Changes and Proposals

Since the March presentation, External Relations has increased its budget of unrestricted
funds by $238,241. Salaries and Benefits have been adjusted upward by $114 in Federal
Government Relations (FGR), upward by $89,694 in Alumni and Constituent Affairs,
upward by $206,636 in the Consolidated Communications Unit, and downward by
($58,203) in the Restructuring Contingency. Under restricted funds, Salaries and
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Benefits have been adjusted downward by ($55,682) in FGR. The net reduction of
($55,568) in FGR reflects a net increase of 0.50 FTE which includes the eliminating the
Director of National Lab Affairs, increasing the Science Advisor from half-time to full-
time, and creating a Principal Administrative Analyst I.

Including the post-March presentation changes, the overall budget of unrestricted funds
for External Relations has decreased by ($746,958) since FY0809. This reduction is
mostly attributable to a reduction of Operating Expenses & Support Costs in the amount
of ($771,080) coupled with an increase of $24,122 in Salaries and Benefits. The total
budget (unrestricted and restricted together) has decreased by ($411,330) or 4%.

External Relations has been pursuing two significant organizational changes. The first is
the consolidation of communications activities into a centralized unit. For FY0910, the
budget brings together the previous budgets of Strategic Communications, Student
Affairs Communications, and Human Resources Communications in the budget of a
single Communications group in External Relations. This move reduces the total FTE
devoted to communications activities while enhancing message consistency, making
possible new economies of scale, and offering the opportunity to enhance the university’s
communications capacity in several key areas that historically have been neglected.
These actions are critical to the University’s ability to communicate more effectively with
the public and to broaden understanding of the University’s contributions to the daily life
of California.

While this consolidation effort was reflected in the FY0809 mid-year budget, “Other
Office” now includes a transfer of $810,510 from Student Affairs to the consolidated
Communications unit, largely for printing and mailing of publications. In addition, 7.5
FTE (estimated at 6 FTE for FY0910) and the associated salary and benefits costs have
been transferred from HRB to the consolidated Communications Unit.

The second consolidation, on a smaller scale, involves a pending proposal to bring
together two previously separate External Relations units, Alumni Affairs and
Institutional Advocacy, in a unified unit that serves systemwide alumni needs not
addressed by the campuses while preserving a focus on building relationships with
additional constituencies to help broaden public understanding and support for the
University and its public policy priorities.
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Health Sciences & Services
John D. Stobo, Senior Vice President

Mission & Functions

Health Sciences & Services provides leadership and strategic direction to advance the
education, research, and public service programs of the University's health sciences
instructional system and clinical enterprise; and supports and promotes strategic
initiatives by the academic medical centers.

Its major functions include:

e Advancement of the University's health sciences and clinical services programs
through education, research, and the delivery of health care services

e Provides leadership of planning activities (e.g., development of new health
sciences enrollment plan and restructuring of public program hospital payments)

e Coordination of new nursing and medical student educational initiatives

e Oversight and coordination of the business and financial activities of the $4.4
billion annual clinical enterprise

e Development of policy and funding concepts/proposals to protect and maximize
revenue for the clinical enterprise

e Development and articulation of the policy and fiscal impact of proposed health
care reform initiatives for UC medical centers

e Management of state and federal initiatives to improve access to the UC physician
services

e Management of a $30 million, five-year initiative to develop a new California
Telehealth Network

e Provides leadership and coordination of systemwide groups addressing wide
ranging health sciences and clinical care program issues

e Provides leadership to develop more effective systemwide clinical branding

e Provides communication strategies for the University’s health sciences and
clinical services enterprise to develop strong and functional public policy
positions and advocacy

e Management and resolution of high-risk issues and confidential matters arising on
one or more campuses

e Strategic direction of systemwide compliance, HIPPA and quality activities

Significant Budget Changes and Proposals

Health Sciences and Services has increased its budget of unrestricted funds by about
$819,746 or 33%. The total budget (unrestricted and restricted together) has increased by
about $2.4 million or 85%.
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Major changes to the unrestricted funds budget include:

e Inclusion of $900,000 of ongoing program costs and fund flowthrough associated
with the Academic Geriatric Research Program

e Increased travel costs of $48,319 associated with the leadership and directives of
the new Senior Vice President, Health Sciences and Services

o The shift of $124,254 personnel expenses from the unrestricted funds budget to
restricted

Major changes to the restricted funds budget include:

e An increase of consultant and professional service expenses in the amount of
$348,763 as a result of the inclusion of ongoing California Health Benefits
Review Program (CHBRP) actuary expenses

e The inclusion of ongoing computer, office equipment and supply costs in the
amount of $20,733 for CHBRP

e The inclusion of $63,362 ongoing other office expenses related to CHBRP

e Recharges will be reduced by $127,206 in restricted funds due to funds carried
forward from the 08-09 budget for the Anatomical Materials Program, thus
requiring less to be recharged to the campuses in 09-10

e Inclusion of ongoing program costs and fund flowthrough in the amount of
$833,320 for CHBRP

¢ Inclusion of on-going program costs and fund flowthrough in the amount of
$50,000 for the Anatomical Materials Program
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Laboratory Management
Bruce Darling, Executive Vice President

Mission & Functions

Laboratory Management Office (LMO) provides the leadership and core staff necessary
to ensure and support the ongoing and future excellence of science and technology at
Lawrence Berkeley National Laboratory (LBNL) and the limited liability corporations,
Los Alamos National Security, LLC (LANS) and Lawrence Livermore National Security,
LLC (LLNS). LMO continues to develop a responsible, cost effective approach to meet
the University’s ongoing fiduciary responsibilities, including maximizing fee income for
research while retaining the capability and commitment for effective UC oversight at
LBNL. LMO also manages the UC partnership involvement with LANS and LLNS, in
the management of Los Alamos National Laboratory (LANL) and Lawrence Livermore
National Laboratory (LLNL).

Its major functions are organized around three functional activities:

Lab Programs and Research

e Serves as the “face” of UC through its daily contact with the labs

e Ensures effective UC leadership and influence for Lab programs, science and
technology

e Supports an effective Lab environment for science and technology and program
accomplishments

Lab Business and Operations

e Represents UC’s interest in annual performance fee objectives negotiations

e Ensures that UC is adequately informed with regard to matters affecting Regents
fiduciary obligations

e Conducts day-to-day oversight of LBNL operations, and business and staffing of
the Contract Assurance Council

Contract Administration & Closeout

¢ Administers prime contract for LBNL

e Provides contract interpretation and compliance

e Ensures the University’s termination rights and obligations are met, resolves open
audits, government and third party claims

e Leads UC’s contract closeout activities for old Contracts 98 (LBNL), 36 (LANL)
and 48 (LLNL)

Significant Budget Changes and Proposals

Laboratory Management Office has reduced its budget of restricted funds by about $0.4
million or 11.3%, principally through the elimination of .90 net FTE. The total budget is
in restricted funding from the LLC Fees, LBNL and the LANL and LLNL Contract Close
Out funds.
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Net changes to the restricted budget largely pertain to:
e Decrease 1.00 FTE and Budget for Vice President vacancy
e Increase 0.10 FTE for existing Director position to become 1.00 FTE for Lab
Assessment and Oversight
e Decrease in budget pertaining to Information Technology layoft effective 6/30/09
¢ Includes budget for Laboratory Management employees who participate in the
415M compensation program
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President's Immediate Office
Mark G. Yudof — President

Mission & Functions

Mission

The President’s Immediate Office is responsible for providing support that ensures an
informed perspective of the President, the President's Cabinet and other Senior
Leadership. This includes facilitating the implementation of activities that are
administrative, programmatic, and involve management functions. It is also responsible
for overseeing the operation and maintenance of the President's official residence.

Functions

e Oversees administration and personnel functions of the President's Immediate
Office.

e Supports the President in coordination of official calendar, meetings, travel,
and various office reports.

e Provides policy oversight and both internal and external community building.

o Provides management oversight for executive searches conducted on behalf of
the President for senior leaders (Chancellors, Executive Vice Presidents, Vice
Presidents, etc.).

e Oversees communications/correspondence unit functions for the President's
Immediate Office in support of the President.

e Assists the President in his responsibilities, both substantive and ceremonial,
among them drafting introductions and forwards to scholarly and other
publications, public statements and messages, awards and award citations, and
Regents' resolutions.

e Oversees, directs and coordinates activities of special initiatives established by
the President such as the DC Staff Diversity Council and the DC Women's
Leadership Initiative.

Significant Budget Changes and Proposals

Since the March presentation, the President’s Immediate Office has decreased its budget
of unrestricted funds by ($34,539). Salaries and benefits have decreased by ($55,039)
which includes the elimination of an Office Assistant and an Administrative Assistant. In
addition, a vacant Administrative Analyst has been rebudgeted as a Principal
Administrative Analyst.
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Also, under Operating Expenses and Support Costs, an additional amount of $20,500 has
been budgeted for the Associate to the President. The FY0809 budget for the Associate
to the President was inadvertently omitted and is now appropriately reflected in both
fiscal years.

Including the post-March presentation changes, the total budget for the President’s has
increased by $684,492. The President’s Immediate Office is 100% funded on
unrestricted funds. For FY0809, the President’s Immediate Office is adding two new
functional units that will operate under the umbrella of the newly created Office of Policy
and Analysis. These two new units are the consolidated Office of Institutional Research
(IR) and Issues Management, Policy Analysis and Coordination (IMPAC). In addition to
directing both IR and IMPAC, the Associate Vice President for Policy and Analysis will
oversee and provide analytical support for systemwide policy planning and issues
management, as well as help coordinate and improve deliberations over policy issues.
The Institutional Research unit will be responsible for assembling corporate data from
campuses and other sources and will conduct analysis pertaining to admissions, personnel
and compensation data, research data, contracts and grants, financial aid, graduate
students and budget data. IMPAC will support development of University proactive
positions on key policy issues and handle many of UCOP’s legislative coordination
activities.

A breakdown of the major increases against FY0809 by unit follows:

o Salary adjustments for the President’s Immediate Office ($19,677).

o Two new positions to direct and support the Immediate Office of Policy and
Analysis (Associate Vice President and Administrative Assistant IIT)
$348,838.

o Salary Adjustments for Institutional Research $127,370 including one new
position (Analyst @ 1.00 FTE) to be split between IR and IMPAC.

o Salary Adjustments for IMPAC $72,961.

e Operating Expenses & Support Costs for Institutional Research $15,000 (for a
subscription to the National Student Clearinghouse database).

e Operating Expenses & Support Costs for IMPAC $140,000.
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Secretary and Chief of Staff to the Regents
Diane M. Griffiths, Secretary and Chief of the Staff

Mission & Functions

Mission

The Secretary and Chief of Staff to the Regents functions as the primary liaison between
the Regents and the University administration. The office works directly with the Board
Chair and with other Regents on a variety of projects and special initiatives.

Functions

e The Secretary and Chief of Staff directs a multitude of research projects and
analyses, and oversees planning efforts. The office also handles official
records of the University and is responsible for planning and staffing all Board
and Regental Committee meetings.

o Facilitates effective governance, including long-range planning,
communication and problem-solving on significant issues and challenges
facing the Regents.

o Ensures that the Board's activities comply with all pertinent legal guidelines
and conform to sound governance practices, including recommending change
as needed to comply with developing legal requirements and best practices.

o Ensures development of an on-going orientation program for newly appointed
and current Regents to provide an understanding of Regental roles and
responsibilities as well as new developments in the University which relate to
the duties and conduct of the Regents.

o Identifies policy needs and provides objective analysis to assist the Regents in
performing their fiduciary responsibility as well as to enhance understanding
of key issues and improve long-range decision-making.

o Disseminates to the Regents updates on developments in legislation or policy
that relate to the work of the Regents and works with the Regents on
appropriate responses thereto.

e Provides a full range of administrative support to the Board, the Chair and
committee chairs in planning, preparing and conducting Board and committee
meetings and events.

o Participates in planning future Board and committee meetings with focus on
Regental priorities, long-range planning, and compliance with legal and policy
mandates.

e Administers the annual operating budget for the Board.

o Informs and advises the Regents and the administration on procedures and
Board policies.
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Significant Budget Changes and Proposals

The Secretary Chief of Staff to the Regents has reduced its budget of unrestricted funds
by $397,860 or 10.80%, principally through the elimination of 1.00 FTE (Committee
Analyst, MSP V) at $130,075 and by reducing Operating Expenses and Support costs by
$267,785. Within Operating Expenses and Support costs, savings are anticipated in
Board, Committee and related meeting costs, transportation services, professional
organization participation, Student Regent recruitment costs, and contributions to campus
events.

Based on an analysis of current and prior year Board meeting costs, UCLA and UCSF /
Mission Bay provide the most cost effective locations for holding Board meetings. As
such, the FY0910 proposed budget assumes that four Board meetings will be held at
UCSF / Mission Bay and two will be held at UCLA. If different meeting sites are
ultimately selected, a supplemental appropriation may be requested to offset any
additional costs.
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Office of the Treasurer
Marie N. Berggren, Vice President

Mission & Functions

The Office of the Treasurer of The Regents manages the University of California’s
retirement, endowment, and cash assets under the policies, guidelines, and performance
benchmarks established by The Regents. The Office’s mission is to implement those
policies and guidelines by selecting, executing, and monitoring investment strategies
designed to add value over the benchmarks within a risk controlled framework. The
Office adheres to high ethical as well as professional standards in serving the financial
management needs of its constituency. As of June 30, 2008, the Treasurer’s Office
managed over $66 billion in total assets.

The three main functions of the Office include:

e Investment Management — The investment funds managed include UCRP, DCP,
Endowment Funds and STIP

e Investment Risk Management — Ensures funds managed do not expose the
University to potential or unexpected losses beyond the Regents’ risk tolerance
level

e Investment Services - Investment Services’ structure includes Operations,
Information Systems, Business Management, and Communications. The
Investment Services function provides uniquely qualified staff whose support is
efficiently integrated into both the Investment Management and Risk
Management functions

Significant Budget Changes and Proposals

The Office of the Treasurer has increased its budget of restricted funds by $1 million or
5.4% over FY 2008-09. The total budget is in restricted funding from the Asset
Management fund which is comprised of STIP, Endowment and UCRP assessments.

Salary related net increases largely pertain to:
e Budgeting of approved vacant positions and related benefits in 2008-09 was for a
partial year. Budget for 2009-10 is for a full year
e Increases (including related benefits) due to the filling of vacant positions as well
as various salary adjustments
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Non-Salary operating expenses have increased $173,000 or 2.2% over last fiscal year.
Some of the major changes include:
e Decrease ($1.3 million, -17%) mainly due to RFP for custody and performance
analytics that yielded a significant reduction of fees from our custody bank
e Increase Legal Fees ($542,000, 7%); new asset classes will require more
extensive legal review for agreements, partnerships, closing documents, etc
e Increase Outside Services & Experts ($479,000, 6%); various 3rd party systems
and online research vendors have scheduled increases, as well as new services
being acquired
e Increase in Travel ($393,000, 5%) as due diligence meetings are planned to better
monitor manager performance and more site visits are planned due to new asset
classes being ramped up
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Office of General Counsel
Charles F. Robinson, General Counsel and Vice President, Legal Affairs

Mission & Functions

Mission

The Office of General Counsel is responsible for supporting the activities of The
Regents, the President and the Chancellors and their staffs, by helping integrate legal
requirements and legal opportunities into their strategic planning and business
administration, and by providing them sound, timely and practical legal advice. The
office is also charged with advocating and protecting the University's interests in multiple
forums and through various legal, regulatory, administrative and political processes; to
structure and document the University's business relationships with outside parties; and to
help manage the University's legal and other business risks by, among other means,
facilitating compliance with internal and external rules and policies

Functions

e Providing advice and support to the Board of Regents, the Office of the
Secretary and Chief of Staff of The Regents, to the other Principle Officers of
The Regents, and to the President;

e Managing, planning for, and supporting the provision of legal services
throughout the University, including oversight of 7 resident counsel, and the
retention and oversight of all outside counsel;

o Providing system-wide specialist advice, counsel and representation in the
areas of court, regulatory and administrative litigation and other types of
dispute resolution;

e Providing general advice and counsel in support of the University’s
administration of the Lawrence Berkeley Nation Laboratory and oversight,
through its representation on the LLP Boards, of the Los Alamos and
Lawrence Livermore laboratories. Activities in this area include serving as
Corporate Secretary for the Los Alamos and Livermore laboratory boards.

Additional Functions include providing system-wide specialist advice and support
for:

o The University's health sciences enterprise;

e The human resources and employee benefits function, including advice and
counsel on retirement, and health and welfare benefit plans; on labor relations,
including contract negotiations;

o The area of environmental regulation, including preparing and reviewing
Long Range Development Plans, Environmental Impact Reports, and other
environmental documents;
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e The University’s extensive construction projects portfolio;

e The University’s various business ventures and funding arrangements with
outside parties;

o The University’s intellectual property assets;

e The academic community and the teaching and research activities of the
University;

Significant Budget Changes and Proposals

The FY0809 Budget for the Office of General Counsel (OGC) included approximately
$4 million for Outside Legal costs in unrestricted funds. Because these costs are
reimbursed through recharges, they should have been counted as restricted funds. As
such, the base for OGC’s target reduction has been reduced from $15 million to $11
million, with a restated 10% target of $1.1 million.

After excluding the reclassification of the $4 million for Outside Legal Costs, the Office
of General Counsel has reduced its budget of unrestricted funds by $1,605,960 or 14.6%.
The bulk of the reduction is attributable to the net elimination of 6.60 FTEs. A duplicate
MSP V/Attorney position has been removed, an Attorney’s salary has been removed
because it is reimbursed by UCSF, and several positions or portions thereof have been
transferred to restricted funding. The total budget (unrestricted and restricted together)
has decreased by $801,377 or 4.9%.
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Ethics, Compliance and Audit Services
Sheryl Vacca, Senior Vice President

Mission & Functions

System-wide Ethics, Compliance and Audit Services provides direction, guidance and
resource references to each University of California entity on how to optimize ethical and
compliant behavior and assure that proper controls are in place to mitigate risk. Its goal is
to help the University perform its public responsibilities in an ethics-based environment
with assurance that controls are in place to assist management in maintaining compliance
with University policies, procedures and/or applicable legal requirements; and in which
the public trust is mandated. Its major functions include:

e Provide oversight for the system-wide ethics and compliance program and
internal audit programs to coordinate, inform, disseminate, and provide reporting
mechanisms

e Provide oversight, investigative resources and direction for receipt, retention, and
treatment of whistleblower and other complaints submitted by any party, internal
or external to the organization, other than litigation

e Ensure the Regents, President and senior management are fully aware of major
compliance and/or lack of controls issues through review of recommendations,
assessing management’s response to recommendations and findings and by
recommending enforcement action

e Conduct the University’s internal audit program (audits, advisory services, and
investigations)

e Provide education/training materials and compliance policies through a general
repository and mechanisms for delivery

e Advance the discipline of internal audit and compliance in higher education,
research and healthcare by promoting cross-institutional sharing of best practices,
publishing and speaking (at national conferences on compliance, internal audit
and ethics)

e Provide a mechanism for continuously assessing the effectiveness of that
environment in assuring that all system activities are conducted with integrity and
compliant behavior

Significant Budget Changes and Proposals

System-wide Ethics, Compliance and Audit Services Office developed in 08 with
minimal budget dollars for systemwide efforts. Additionally, positions needed were
added with current FTE levels, ie: Privacy Officer and other workload assumed. In 09,
the budget was to increase with needed positions by 17%. Department growth and
requirements increased with a budget neutral effect although regulatory requirements and
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control assurance requirements continue to increase due to economy and reduced
resources. Therefore, 22% reductions will be incurred from originally proposed in 07
with a 09 reduction of actual unrestricted funds by about $0.25 million or 5%,
principally through the reduction of non-salary activities, ie: entertainment, travel and
use of outside services.
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Academic Senate
Martha Winnacker, Executive Director

Mission & Functions

Mission

The Academic Senate is mandated by The Regents, with their approval, to exercise direct
control over UC's central academic activities such as admissions policy, certificates,
degrees, and approval of courses and curricula. The Academic Senate is also authorized
to: advise the President on the University Budget and on matters concerning the
administration of the libraries; and approve the publication of manuscripts by the
University Press. In addition, in exercising its role under shared governance, the Senate
provides advice to the University's administration on a broad range of issues relating to
UC's mission of instruction, research, and public service.

Functions

The functions of the Senate are directed tied to the authority delegated to the Senate by
the Board of Regents and accomplished through the Assembly, the Academic Council
and the Standing Committees of the Assembly. The work of the Senate, through its
committees of campus and at large members, is to forge common policy from 10
different campus perspectives: where 10 campuses become one University. The Senate
office provides high-level analytical and staff support to the work of the committees in
every significant policy domain of the University. Examples include but not limited to:

e Undergraduate admissions, conditions for admission and admissions policies
are reviewed and established by the Board of Admissions and Relations with
Schools (BOARS).

e (Graduate admissions are monitored by the Coordinating Committee on
Graduate Affairs (CCGA). CCGA is also responsible for the approval and
periodic review of all graduate programs, including professional programs.

o Conditions for undergraduate degrees and regulations relating to the
undergraduate education program are established and reviewed by the
University Committee on Educational Policy (UCEP).

o Policies and procedures for determining the membership of faculties, and
more importantly, policies for the advancement of faculty members, are under
the jurisdiction of the University Committee on Academic Personnel (OCAP).

e The University Committee on Faculty Welfare (UCFW) provides advice to
the administration on benefit programs and other welfare issues affecting
faculty.

e The source of the Senate's view on the budget is the responsibility of the
University Committee on Planning and Budget (UCPB).
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In order to accomplish its mission, the Assembly, the Academic Council and seventeen
(17) Standing Committees of the Assembly are supported by an administrative office
composed of 10 FTE: and executive director, an associate director, 5 analysts, and 3
administrative assistants.

Significant Budget Changes and Proposals

Using the FY0809 mid-year budget as the base, the Academic Senate has reduced annual
projected expenditures of unrestricted funds by $214,879 or 10.06% principally through
decreasing non-payroll categories for Meetings and Related Costs ($1,500), Outside
Services & Experts ($1,400), and Faculty Compensation / Reimbursements ($213,237).
In addition, for FY0910 there has been a small increase to Travel of $1,258.
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EXECUTIVE SUMMARY

In the spring of 2007, the Board of Regents and the president of the University of California undertook a major
effort to assess the organization and operations of the university’s finance and administrative functions,
centering on the Office of the President (UCOP). The initial diagnostic phase of that work revealed significant
dissatisfaction with UCOP’s performance, as well as concerns about its role in areas where it is perceived to
add limited value. A major cause of these problems has been a lack of clarity about UCOP’s mission and
appropriate role, which has been further blurred by the Regents’ active intervention in a number of areas, as
they have sought to carry out their fiduciary obligations. A key conclusion of the diagnostic was that it is
critical to restore confidence in UCOP, examining institutional roles and authorities to determine where
reaffirmations or changes need to be made in administrative governance.

In response, a Working Group' was formed to make recommendations regarding the respective roles, decision-
making authority and accountabilities of the president, Regents and chancellors, and principles for redesign of
UCOP. This report is intended to (1) provide recommendations for the reaffirmation / realignment of
presidential roles vis-a-vis the Regents and chancellors;” (2) provide design guidance for reconfiguring UCOP
and systemwide support services; and (3) provide preliminary input for reappraising Regental interaction with
the university administration. The key specific proposed changes relative to the current state are summarized
on pages 18-19.

High-level Roles and Interfaces of the Regents, President and Chancellors

The Working Group believes the university will be best administered by reaffirming the three complementary
spheres of authority and responsibility, delineated as follows.

The Board of Regents provides fiduciary oversight and broad policy determination. As the fiduciaries of
the university, the Regents’ principal purpose is to sustain and enhance the university as a thriving institution.
The Regents’ primary administrative responsibilities are to (a) establish general university policies consistent
with the mission of the state’s public, land-grant research university; (b) provide direction on the university’s
priorities; (c) hire, support and evaluate the performance of the president; (d) delegate, with appropriate
oversight, the authority for the management of the university to its executive officers; and (e) approve major
operating decisions as opposed to maintaining detailed involvement in transactional matters.

The president provides executive leadership of the university as a whole. The president has primary
responsibility for managing the activities and standards that are central to the mission of the institution and
essential to the idea of one university. Maintaining appropriate oversight, the president delegates to the
chancellors and other executives the duties of administering the various units of the university. The president’s
responsibilities can be viewed in four dimensions:

e Academic leader of the institution: Defining the vision for the university, and leading the system in
developing and executing plans in support of that vision

e Chief executive officer: Leading the administration of the university, especially selecting, supporting
and evaluating the performance of chancellors, representing the campuses to the Regents, and
establishing a structure to manage the university’s affairs

e Primary external advocate: Promoting the university’s interests and managing its reputation with
external stakeholders

e Guardian of the public trust: Ensuring legal and ethical compliance, managing system risk and
providing information regarding university activities

! The Working Group’s membership includes Provost and Executive Vice President W. R. Hume (Sponsor), UC Davis Chancellor Larry Vanderhoef
(Convener), Regent Leslie Schilling, Regent Ben Allen, Executive Vice President Katherine Lapp, Academic Senate Chair Michael Brown, UC Irvine
Executive Vice Chancellor and Provost Michael Gottfredson, UC Santa Cruz Vice Chancellor Meredith Michaels, and UC Berkeley Vice Chancellor
Nathan Brostrom, with staff participation by Vice Provost Daniel Greenstein, Special Assistant to the Provost Jan Corlett, Special Advisor to Chairman
Blum Betsy Horan, and the Monitor Group.

2 This report does not purport to describe the roles and responsibilities of the Regents and Chancellors except as they pertain to the interfaces with the
president, nor does it comment on or seek to alter the role of the Academic Senate.
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The chancellors play a dual role in providing executive leadership to their respective campuses and
supporting the president in accomplishing universitywide goals. Their primary administrative
responsibilities are to (a) provide leadership in defining and accomplishing the campus vision, goals and plans;
(b) select, support and evaluate campus senior administrators; (c) represent the campus within the University
and in the external community; (d) assist the president in establishing and then accomplishing systemwide
goals; and (e) ensure that the campus administration adheres to policies and practices in compliance with
Regental and presidential policies; and (f) exercise sound stewardship of state resources.

Design Principles for Reconfiguring UCOP

The Office of the President has two broad functions. Its primary function is to support the president in
executive leadership of the university as a whole (see above), and to assist the president in providing
information and analyses to the Regents of the University so that their responsibilities may be effectively
achieved. Its secondary function is to provide various services to the wider university community. The
Working Group has developed a general set of principles for assessing and improving the performance of these
functions, in order to make them more efficient, decisive, responsive and transparent.

The first assessment principle is whether a given activity needs to be performed at UCOP. If not, it should be
delegated, consistent with a general preference for responsible relocation of authority to the chancellors and
campuses, or eliminated if the activity is unnecessary. Second, primary UCOP activities supporting
presidential leadership of the entire institution should undergo a thorough review, during which major
processes and departmental boundaries must be reexamined to eliminate unnecessary work, simplify structure
where possible, clarify decision-rights, specify competencies required for key roles, identify critical systems
deficiencies, and increase responsiveness to customers or stakeholders. Third, activities generally classifiable
as universitywide support services should be reconfigured where feasible into one of two formats—(a)
systemwide Service Centers, i.e., dedicated business units under accountable managers, whose mission is to
provide high-quality services in the most cost-effective manner possible; or (b) Coordinated Local Functions,
where substantial benefit accrues from alignment or coordination of consultative bodies across campuses, with
integrated central support from UCOP where needed.

For both Service Centers and Coordinated Local Functions, incentives and accountability mechanisms must be
redesigned to meet cost-benefit tests, designate knowledgeable administrators or bodies to be responsible, and
ensure that the interests of the system as a whole are properly represented. Service Centers and Coordinated
Local Functions could well be managed at a campus or by a third-party vendor, rather than at UCOP—again,
the preference is to locate such entities pragmatically as close to the source of activity or relevant, cost-
effective expertise as is practical and responsible.

Crosscutting these design principles is the need to pair delegation of authority with appropriate oversight
responsibility. UCOP’s oversight role recently has too often been one of gatekeeper, approving (or denying)
campus proposed actions; similarly, the Regents have felt an understandable fiduciary need to increase their
oversight activities, which has caused them to enter into considerable transactional detail. Motivations aside,
the impact of fastidious oversight has significantly slowed decisive decision-making at the university. The
Working Group believes that a superior form of oversight can be accomplished at UCOP by instituting an
effective performance management system, combined with targeted auditing to ensure compliance with
policies. A system of targeted review / approval of defined major decisions by the president and (where
appropriate) the Regents can complement the oversight system, without losing the substantial benefits of
operating flexibility.

Regental-administration Interaction

To allow the Regents to fulfill their policy-setting and fiduciary roles, and to withdraw with confidence from
the transactional oversight detail just mentioned, they will need reliable and timely information that restores
their confidence in the integrity of UCOP administrative processes. The Regents legitimately require—and the
administration also urgently needs—basic systems to support human-resources, oversight, compliance and
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risk-management procedures. The systems required to do this are expensive, long-term investments, but they
are properly matched to long-term administrative needs of the university, and they are needed now.

In addition, to enhance clarity and impartiality of communication, the Working Group believes that the
president should be the authoritative sole official channel of communication between the Board of Regents and
the administrative structure of the university. This important formality should be supplemented with specific
protocols to facilitate normal interaction between Regents and administrators.

Mechanisms Required for Successful, Lasting Implementation

Inasmuch as some of the Working Group’s recommendations have been discussed in previous administrative
reform efforts, it is useful to ask how, this time, success in implementation can be made more likely and
durable. The Working Group emphasizes the following six mechanisms as key success factors:

True performance management systems: Direct connection of authority, responsibility and results via
clear statements of expectations, alignment of incentives, formal performance evaluation, professional
support mechanisms, clear consequences, and planned succession programs;

Two-way accountability systems: Campus accountability to Regents and president, coupled with
UCOP accountability to the campuses for the quality and cost-effectiveness of services;

Clear decision rights: Specification of decision rights (e.g., right to make, be consulted on, ratify, or be
notified of decisions) for processes at UCOP and the campuses;

Clear, authoritative system of communication between the Regents and the president: Practical
protocols to guide communication between Regents and senior administrators, both at UCOP and on
the campuses, on the basis of a single authoritative channel through the president to the Regents;

Formal and responsible channels of communication between the campuses and UCOP: Two-way flow
of information between the campuses and UCOP— a truly consultative management practice rather
than a top-down ‘headquarters’-style communication flow;

Modernization of key information and management systems and processes: Investment in modern
human resources and enterprise risk management systems, to support both Regental and administrative
needs for timely, accurate data.

Recommendations to Governance Committee

The Working Group recommends that the Governance Committee:

Reaffirm and endorse the clarification of the roles, high-level decision-rights, responsibilities and
accountabilities of the president, Regents and chancellors detailed below;

Endorse the design principles for reconfiguration of UCOP;

Support the institution of the six mechanisms for successful implementation of administrative reform;
and

Consider the observations on Regental-administrative interaction as essential to the effective
functioning of the Office of the President.
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REPORT OF THE WORKING GROUP ON THE ROLES OF THE OFFICE OF
THE PRESIDENT

I. WORKING GROUP CHARGE AND OBJECTIVES OF THIS REPORT

In the spring of 2007, the Board of Regents and the president of the University of California undertook a major
effort to assess the organization and operations of the university’s finance and administrative functions,
centering on the Office of the President (UCOP).

The initial diagnostic phase of that work revealed significant dissatisfaction with UCOP’s performance on
some critical support functions for the university, as well as concerns about UCOP’s involvement in areas
where it is perceived to add limited value. The diagnostic work found multiple causes of these problems, all of
which have developed over time—Ilack of clarity about UCOP’s mission and appropriate role in the university,
significant structural and systems issues, prolonged review processes, and a control, rather than service,
orientation. Furthermore, in this context the Regents’ fiduciary obligations have caused them to intervene
actively in a number of administrative areas, further blurring the lines of responsibility for governance and
management in the university.’

Notwithstanding the talent and efforts of many committed individuals, it has become apparent that institutional
confidence must be restored in the Office of the President. In addition, institutional roles and authorities must
be examined to determine where traditional arrangements need to be reaffirmed or where adjustments need to
be made. These needs have intensified as the competitive and financial environment of the 21* century has
increased pressure upon the university to become more adroit operationally and strategically.

To address these challenges, and in order to enable the university to deliver on its mission effectively and
efficiently, a Working Group of senior university leaders* was called together to make recommendations
regarding the respective roles, decision-making authority and accountabilities of the president, Regents and
chancellors, and principles for redesign of UCOP.

The purpose of this Working Group report to the Governance Committee of the Board of Regents is to:

1. Provide recommendations to ensure clarity about fundamental roles and responsibilities in the
administrative governance of the University of California:
o The role of the president, including high-level decision-rights, responsibilities, and accountability;
e The roles of the Regents and chancellors with respect to the president, including their high-level

decision-rights, responsibilities, and accountabilities;

2. Provide design guidance for reconfiguring UCOP and restoring its credibility:

e Principles to clarify UCOP activities and streamline processes, address issues of trust, reconfigure

activities where necessary to ensure added value to the campuses and capture savings
opportunities, and create a performance- and service-oriented administrative culture;

e Identification of mechanisms, including institutional and systems reforms, needed for successful
implementation.
3. Provide a basis from which the Regents can regain confidence in UCOP and reengage with a primarily
supervisory role.

Importantly, this report does not purport to describe the roles and responsibilities of the Regents and
chancellors except as they pertain to their administrative interfaces with the president, nor does it comment on
or seek to alter the role of the Academic Senate. It also does not address the roles of the General Counsel,

3 See Monitor Group Report to the Regents: University of California Organizational Restructuring Effort (September 2007).

4 The Working Group’s membership includes Provost and Executive Vice President W. R. Hume (Sponsor), UC Davis Chancellor Larry Vanderhoef
(Convener), Regent Leslie Schilling, Regent Ben Allen, Executive Vice President Katherine Lapp, Academic Senate Chair Michael Brown, UC Irvine
Executive Vice Chancellor and Provost Michael Gottfredson, UC Santa Cruz Vice Chancellor Meredith Michaels, and UC Berkeley Vice Chancellor
Nathan Brostrom, with staff participation by Vice Provost Daniel Greenstein, Special Assistant to the Provost Jan Corlett, Special Advisor to Chairman
Blum Betsy Horan, and the Monitor Group.
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Chief Audit and Compliance Officer, and Chief Investment Officer of the University, who share reporting
relationships to the Regents and to the president.

The report is structured as follows:
— Context and fundamental principles (section II below);

— High-level roles of the Regents, president and chancellors; and Four Dimensions of the president’s
Role, together with the authorities, responsibilities, and general decision-rights at the interfaces
(sections III and IV);

— Design principles for reconfiguring UCOP and—since many issues raised in this effort have been
common to previous investigations’—key mechanisms for making the reconfiguration successful
(sections V and VI);

— Summary of proposed changes (VII).

II. INSTITUTIONAL CONTEXT AND CORE ORGANIZATIONAL PRINCIPLES

In this section, much will be familiar. However, the Working Group believes that in reappraising an institution
as complex as the University of California for the purpose of constructive reform, it is crucial to start from a
shared understanding of fundamentals.

Institutional Context of the University

The Working Group has based its deliberations on these fundamental characteristics of the university:

e The University of California is the designated research university within the public higher-education
system of the state of California.

e Teaching, research and public service by the faculty and students constitute the purpose and value of
the institution.

e The university is an institution in the land grant tradition, with responsibilities to the people of the state
of California for advancing their welfare as well as pursuing scholarly and scientific inquiry.

e The university can be considered as a single federation of campuses with distinctive strengths and a
common aspiration for excellence.

e The university operates under shared governance by the Regents, president and Academic Senate, with
ongoing consultation concerning its fundamental policies and priorities.

Core Organizational Design Principles

The Working Group has approached the reexamination of roles and responsibilities and reconfiguration of
UCOP with the following core organizational design principles in mind:

e The purpose of the governance and organizational structure of the university is to enable the effective
and efficient provision of the university’s teaching, research and service mission.

e The university is best served when headed by a strong president, with a lean, well-focused support
staff, who leads the university decisively to implement systemwide strategic priorities.

e The university’s structure requires striking a sound balance between campus autonomy and the
interests of the institution as a whole:

o The university’s mission is carried out at the ten campuses, motivating delegation of decision-
making authority to the chancellors and campuses where possible.

3 For example, The Role of the Office of the President in the Management of the University of California, California Postsecondary Education
Commission 1991.
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o When the goals or needs of the university as a whole arise—e.g., in attaining major systemwide
economies of scale or achieving long-range plans—central leadership must assure that the
common interest is well defined and strongly supported.

e The chief benefits of good organizational design arise from clarity of roles, congruent authority and
responsibility, simplification of structure, transparency of function, and establishment of mutual
accountability.

e Beyond reporting relationships, effective structures of administrative authority require:

o Promulgation of regulations that are clear and sufficiently detailed but also allow for the exercise
of appropriate local judgment;

o Support from systems that can amply fulfill institutional obligations for the compliant
performance of administrative duties.

ITI. HIGH-LEVEL ROLES OF THE REGENTS, PRESIDENT AND CHANCELLORS

In governing the University, administrative authority arises from the Regents. It is delegated to the president
and in turn is delegated to and exercised day-to-day by the chancellors. This chain of delegation establishes
three complementary spheres of administrative authority and responsibility:

e Overall policy determination and fiduciary oversight from the Board of Regents;
e Executive leadership of the university as a whole by the president;

e [Executive leadership of the campuses by the chancellors.

The following sub-sections lay out the Working Group’s general perspective on roles, key responsibilities and
accountability within each of these spheres.

L Role of the Board of Regents

The people of California have a vested interest in maintaining a university to promote the social and economic
welfare of the community by providing higher education and the benefits of research within the framework of
the Master Plan. Their trusted representatives are the Regents, appointed by the governor as fiduciaries of the
university trust independent of political or sectarian influence. As such the Regents’ highest concern must be to
sustain and enhance the university as a thriving institution and to ensure it can attain the highest levels of
excellence, create value for the people of California, achieve the university’s plans, manage its funds
responsibly, and comply with policies the Regents determine to be in the university’s best interests.

In the view of the Working Group the Regents’ primary general administrative responsibilities are to:
e Establish general university policies and standards consistent with their best judgment, in exercising
their fiduciary role, and consistent with the mission of the state’s public, land-grant research university;
e Provide direction regarding the university’s priorities and long-range goals;
e Hire and evaluate the performance of the president of the university;
e Delegate authority for the management of the university to its executive officers, and establish
appropriate oversight mechanisms to ensure that they:
o Lead the university in achieving its mission of excellence in teaching, research and service;
o Promote and protect the interests of the university externally;
o Manage funds according to the standards established by the Regents;
o Ensure compliance with Regental policies and applicable laws and regulations.
e Support the president and chancellors institutionally and personally in the achievement of the
university’s mission; and

e Approve major systemwide operating decisions including those above specified high financial or risk
thresholds.
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The Regents’ accountability is broadly to the people of the state, to one another as fiduciary colleagues, and to
the president and the faculty, because Regental support of them is vital to the success of the university.

2. Role of the University President and UCOP

The Working Group believes in a strong presidency coupled with sound, effective institutional arrangements as
the foundation of confidence in the administration of the University of California, and in the value of superior
leadership capabilities—both of competence and of style—as the foundation of trust in the president.

Within the University of California structure, the president provides executive leadership for the institution as a
whole, with responsibility for managing the university’s affairs in accordance with the policies established by
the Regents. The president has particular responsibility for managing the activities and standards that are
central to the mission of the institution and essential to the idea of one university. Maintaining appropriate
oversight, the president delegates to the chancellors and other executives the duties of administering the
various units of the university.

The president’s responsibilities can be viewed in four dimensions (see Figure 1):

Fig. 1: Dimensions of the Role of the President

President of the University

Academic leader
of the
institution

Chief executive
officer

Guardian
of the public
trust

Primary external
advocate

e Academic leader of the institution: Defining the vision for the university, and leading the system in
developing and executing plans in support of that vision

e Chief executive officer: Leading the administration of the university, especially selecting, supporting,
and evaluating the performance of chancellors; representing the campuses and labs to the Regents; and
establishing a structure and policies to manage the university’s affairs

e Primary external advocate: Promoting the university’s interests and managing its reputation with
external stakeholders

¢ Guardian of the public trust: Ensuring legal and ethical compliance, managing system risk,
providing information regarding university activities, and assuring accountability to the public
concerning the university’s conduct

The several dimensions of the role of the president—and their implications for the reciprocal decision-rights
and responsibilities at the interfaces with Regents and chancellors—are described in greater detail in the
following section.
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The president is specifically accountable to the Regents for his or her performance in office, and broadly to the
faculty and students of the university for promoting the success of the university’s mission.

3. Role of the Chancellors and Campuses

The chancellors play a pivotal dual role in the federal structure into which the University of California has
evolved. They are the chief executive officers of their respective campuses. They also are primary colleagues
and advisors to the president, playing an indispensable part in helping define and accomplish the goals of the
university as a whole.

The chancellors’ primary administrative responsibilities are to:

e Provide leadership to the faculty and align the administration in defining and accomplishing campus
vision, goals and plans;

e Select, support, and evaluate campus senior administrators;

e Represent the campus to the president, ensuring that he or she understands campus accomplishments,
interests and needs—and represent the campus externally, in collaboration with the president where
appropriate;

e  Assist the president and university administration in establishing and accomplishing key
universitywide goals and programs;

e Ensure that campus administration adheres to policies and practices in compliance with Regental and
presidential policies; and

e Exercise sound stewardship of state resources.

The chancellors are specifically accountable to the president for campus leadership, administration and
performance in accordance with the vision, long-range strategic plan and policies of the University. They are
broadly accountable to the faculty and students of their campuses in promoting the success of the institutional
mission.

The Working Group feels it important to emphasize that, in each instance of delegation of authority, superiors
have responsibility to expend significant time and effort supporting the success of the administrator in
question.

IV. DIMENSIONS OF THE ROLE OF THE PRESIDENT

The Working Group has disaggregated the president’s overall role into four major complementary dimensions.
Each dimension entails specific responsibilities and high-level decision rights, which in turn have implications
for the interfaces with the Regents and the chancellors.

1 Academic Leader of the Institution
As leader of the university’s educational and research mission, the president:

o Defines and inspires support for the vision of a modern public research university;
o Leads the system in achieving the University’s public service obligations, in accordance with
Regental priorities:

» The president defines and leads the execution of long-term plans for the university, following
policies set by the Regents.

» The president has specific responsibility and authority to develop a program, in consultation
with the chancellors, to enlist the campuses to attain universitywide objectives and to hold the
chancellors accountable for performance.

o Upholds and promotes educational access, affordability and quality of the university’s education
and research activities, consistent with the policies and standards set by the Regents.
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2. Chief Executive Officer

As the university’s chief executive, the president:

o Selects and evaluates chancellors and senior administrators of the university administration:
» The president is responsible for selecting, setting expectations for, and evaluating the

performance of the chancellors,’ to whom is delegated very broad executive authority for the
management of campus and laboratory affairs, and from whom is expected both local
leadership and key participation in achieving the university’s common goals.

Likewise, the president selects, sets expectations for, supports and evaluates the vice
presidents of the university, who directly aid the president in his or her leadership, advocacy,
administration and compliance responsibilities.

The appointments of chancellors and senior administrators of UCOP are reviewed and
approved by the Regents.

o Acts as the sole authoritative contact between the Regents and university as a whole, to preserve
consistent and reliable administrative communication:

>

As chief executive officer, the president is the responsible channel of information and
decision-making between the Regents and chancellors and other administrators—e.g.,
communicating Regental interests, inquiries, requests, and decisions fo the chancellors and
campuses, and ensuring accurate representation of campus interests, accomplishments and
needs from the campuses to the Regents.

The president has the specific responsibility and authority to develop systems and processes
to provide the Regents with accurate information as to the state of the university’s operations
and capabilities, so that the university can attain its goals—in particular, the proliferation of
offices providing official information to the Regents (beyond limited and practical purposes)
should be avoided for reasons of both clarity and efficiency, and, where necessary,
investments should be undertaken to provide systems support for these functions.

For practical purposes, the president may establish protocols and processes for
communication between the Regents and executive officers (e.g., between Regental
committee heads and chancellors or UCOP officials).

o Establishes and administers the university management structure:

>

The president oversees management of university-level operations at UCOP and systemwide
service provision through support functions to the campuses.

The president approves major decisions having systemwide implications.

The Regents monitor the performance of the administrative structure established by the
president but do not specify details of the structure.

o Allocates systemwide operating and capital funds:

>

The president is ultimately responsible for developing the operating and capital budgets of the
campuses, UCOP and other university units, in support of systemwide and campus-level
priorities, through a transparent budgetary process.

The president is also responsible for pursuing state funds on behalf of the university to fund
the budgets.

The chancellors are responsible for participating in the budgeting process and for assuming
shared financial responsibility for achieving systemwide priorities.

% The president also selects the Director of Lawrence Berkeley Laboratory, and subsequent references to chancellors in this document apply as
appropriate to the director.
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» The Regents are responsible for approving the systemwide operating and capital budgets
proposed by the president, and for supporting the president in his pursuit of state funding.

3. Primary External Advocate
In his or her role as the chief representative of the University of California, the president:

o Champions the value of the University’s education, research and service to the public:

» The president leads the communication and advocacy of the value of public higher education,
research and the economic and social impact of the university’s activities.

» The Regents are responsible for supporting the president in this role and contributing to his or
her success by participating in the advocacy program as requested.

» The chancellors are responsible for supporting the president’s systemwide communications
program and conducting campus communications in a manner consistent with it.

o Manages the University’s overall external reputation:

» The president is responsible for fostering, coordinating and supporting institutional, alumni,
donor and industry relationships at the university level.

» The chancellors, in addition to managing external relationships locally, are responsible for
participating in system-level relationship-building as requested by the president.

» The Regents are responsible for working in concert with the president to develop system-level
relationships.

o Represents the University to the state and federal governments:

» The president is responsible for representing the university to the state and federal
governments through a governmental relations program that calls upon the resources of the
entire university as appropriate.

» The Regents are responsible for participating in the representation of the university to
government entities at the request of the president.

» The chancellors rely on the president’s leadership to represent their interests to the state and
federal governments, and they are responsible for providing campus-level resources in
collaboration with the president’s governmental relations program.

4. Guardian of the Public Trust
As the primary individual charged with safeguarding the reputation of the university, the president

o Sets specific policies and monitors compliance for ethical conduct and proper use of funds:

» Following general policies set by the Regents, the president is responsible for setting
compliance policies at a level of specificity that provides for necessary levels of commonality
across the system and assurance of appropriate behavior.

» The president is also responsible for putting in place appropriate thresholds for executive
decision-making authority at the campuses with respect to compliance, to allow adequate
latitude for the exercise of local administrative judgment.

» The Regents set general compliance policies and standards and, by periodic audit using
generally accepted approaches, certify performance to appropriate levels.

» The chancellors have specific responsibility for the application of standards, policies and
processes articulated by the president and for ensuring their fulfillment at their several
institutions.

o Identifies, manages and mitigates financial, administrative and professional risks in order to
protect the university system

» The president is responsible for instituting systemwide risk management systems and
processes and monitoring universitywide compliance.
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» The Regents are responsible for setting general policies on risk and certifying overall
compliance.

» The chancellors are responsible for applying risk-management systems and monitoring
compliance at the campuses.

o Provides timely information on university activities in response to appropriate requests

» The president is responsible for identifying systemwide information needs and ensuring that
standards, practices and systems meet these needs in a timely and accurate manner in
response to legitimate administrative requests for information. To do this, the president must
develop and execute plans for appropriate investments and information systems
implementations, along with necessary administrative innovations.

» The Regents are responsible for setting general policies and protocols for obtaining the
information needed to allow them to fulfill their supervisory and fiduciary obligations.

» The chancellors are responsible for administering the necessary systemwide processes and
information systems in the campus environment.

V. DESIGN PRINCIPLES FOR RECONFIGURING UCOP

The purpose of desig