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Scheduled for Hearing in the Assembly Higher Education Committee, June 24, 2008
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Dear Assemblymember Portantino:
The University of California strongly opposes ACA 5, which seeks to place before the voters a
constitutional amendment that would remove the authority for the University of California
Retirement System (UCRS) from the UC Regents and place it under a newly created board. As
defined in ACA 5, the new board would govern UCRS including the University of California
Retirement Plan (UCRP) , five other retirement plans, and all other UC "postemployment health
benefit" programs. For simplicity, we use UCRS in this letter, but our concerns are applicable to the
broader set of programs.
Taking the authority for UCRS away from the Regents and giving it to a separate governing board
not only threatens the ability of the University to provide the best pension benefits to its employees,
but threatens the overall quality of the University of California. Thus , the University is opposed to
ACA 5 for the following reasons:
1. The CUlTent governance structure has proven effective.
A retirement plan must be funded to meet all future obligations. While many other public
pension funds are not fully funded and some local and county pension funds are in trouble,
the UCRP is fully funded at more than 100 percent of its obligations, higher than STRS and
PERS. The University, UC employees and the State of California have all saved untold
billions of dollars because they have not been required to contribute to the pension plan for
over 17 years.
2. UC 's pension plan is safe and managed by professionals.
The safety, security and solid performance ofUC's pension plan all point to a system that is
remarkably well-governed. UC's retirement fund is overseen by the UC Board of Regents.
The Board's Committee on Investment establishes policies with input from the Regents'
Investment Advisory Group. Decisions as to actual investments are made by the Chief
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Investment Officer within the parameters set by the investment policies. These groups
include finance and investment professionals with expertise in retirement fund investment
management. Together, these groups devise an investment strategy that has produced
exceptional returns. The wisdom of their strategy has been borne out as other investment
funds have suffered financially resulting in a considerable loss to the employee's retirement
fund. In light of the present uncertainty in the world financial markets, this expertise and
prudence is needed now, more than ever.
3. UC employees currently have a voice in their retirement plans .
UC has long embraced the value of employee participation in its management of the
retirement system . For decades, the University has operated the UCRS Advisory Board
which includes employees responsible for developing ideas regarding retirement benefits .
Recently UC proposed replacing the UCRS Advisory Board with a new board that would add
union-represented employees and play an expanded role in the oversight of the UCRS . The
new UC board would, among other things, conduct reviews and provide advice on employee
contribution policy, benefit changes and plan administration.
4. UC's overall academic quality has been enhanced and sustained by UCRS .
It is not an accident that the rise in UC's quality has been parallel with the success of the
University in managing the assets of the UCRS. Controlling UCRS allows UC to offer
attractive benefits so that it may recruit , and retain , the highest-quality faculty and staff from
around the world. ACA 5 would break the link by having the affairs of the University
managed separately from UCRS, threatening the ability of the University to attract the best
and the brightest and most effectively carry out its mission of serving the state.
5. Conflicts of interest would be more likely under ACA 5.
By granting faculty, staff, retirees and union members authority over their own retirement
benefits , ACA 5 creates serious conflict of interest issues . As beneficiaries of the system,
these members may find it difficult to separate out their own pecuniary interest from the
long-term interests of the institution when making benefit, investment and plan funding
decisions. Currently, out of the 26 voting members of the Board of Regents, only one
member-the President of the University-is a beneficiary of the retirement system .
6. The UC Board of Regents already is a carefully designed constitutional entity and according
to the state constitution has a duty to keep UC "entirely independent of all political or
sectarian influence."
Passage of ACA 5 would mean that there would be two boards created in the Constitution
with responsibility for University affairs. The new board would have some of the same exofficio members as the Regents , but ultimate responsibility for University affairs would be
bifurcated and muddled. The more overtly political make-up of the new board could lead to
politicization of the University retirement system and threaten the independence ofthe
University in managing its retirement programs' assets on behalf of its employees. In
addition , ACA 5 would subject UCRS to direct legislative control through a provision that
says it must "comply with any additional requirements that regulate the plan" as enacted by
statute .
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Be assured that we will continue to analyze the provisions of ACA 5 in more detail and may bring
additional issues to you for consideration. However, based on the concerns expressed above, I
respectfully regret to inform you that it is our conclusion that ACA 5 would cause grave harm to the
University of California and that we must vigorously oppose this measure.
As always , thank you for considering our views. We would welcome the opportunity to explain our
point of view in more detail and in person .
Sincerel y,

Wyatt . ume
Provost and Executive Vice President
cc:

Members of the Assembly Higher Education Committee
President Mark Yudof
Executive Vice President Katherine Lapp
Interim Assistant Vice President and Director Karen French

