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1. Name of Institution:
University of California, Santa Cruz

2. Physical address of main campus:
1156 High Street, Santa Cruz, CA 95064

3. Date of submission of this report:
December 15, 2010

4. Person submitting the report:
William A. Ladusaw, Interim Dean of Humanities (Accreditation Liaison Officer)

I. List of Topics or Concerns Addressed in Report
Summary of Commission Topics or Concerns
Instructions: Please list the topics identified in the action letter(s) and that are addressed in this report.

In June 2005, the WASC Commission reaffirmed the accreditation of the University of California, Santa Cruz
and scheduled the next comprehensive review to begin with the submission of an institutional proposal in
October 2013. The Commission Action letter (attached) requested a progress report in November 2010 and
highlighted the following issues for consideration:
1.
2.
3.
4.
5.
6.

Planning for growth in graduate education and research while sustaining undergraduate excellence.
Considering organizational structures to support planned growth.
Integrating general education with the major to ensure a coherent curriculum.
Achieving a diverse campus through targeted recruitment, academic experiences, and better retention.
Retention.
Continuing progress on accountability for student learning.

In this report we provide an update on institutional actions and developments in each of these areas.

Attachments

UCSC_Commission_Action_June2005.pdf

II. Institutional Context
Institutional Context
Instructions: The purpose of this section is to describe the institution so that the Interim Report Committee
can understand the issues discussed in the report in context.
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Very briefly describe the institution's background; mission; history, including the founding date and year first
accredited; geographic locations; and other pertinent information.

Founded and first accredited in 1965, the Santa Cruz campus of the University of California has established a
distinctive role within the UC system as a major research university that provides a unique living-andlearning experience. UC Santa Cruz offers academic programs in its five academic divisions: Arts,
Humanities, Physical & Biological Sciences, Social Sciences, and the Jack Baskin School of Engineering.
Doctoral and Master's degrees are offered in 33 academic fields and Bachelor's degrees with 62 majors.
UC Santa Cruz provides a distinctive undergraduate experience. Ten colleges divide a large university into
smaller communities, each serving as a social and intellectual gathering place for about 1,200 to 1,500
students. First-year undergraduate students take core courses within their college that provide a common
academic base. Each college also provides academic support and student activities, and sponsors events.
At the same time, UC Santa Cruz is making an unprecedented investment in graduate education. Over the
past 15 years, UCSC has more than doubled the number of Ph.D. programs offered and doubled the number
of doctoral degrees awarded. Graduate education supports the research endeavors of faculty, while preparing
the next generation of academic leaders and professionals.
UC Santa Cruz demonstrates that cutting-edge research and high-quality teaching are mutually reinforcing,
and undergraduates frequently participate in faculty research. Total campus enrollment has grown to 16,700
this past fall, from fewer than 10,000 a decade ago, as the campus has become increasingly popular and
selective.
Chancellor George Blumenthal has embraced the principle of "selective investment" to reinforce nationally
ranked programs and to nurture emerging excellence, emphasizing the recruitment and retention of firstclass faculty with diverse backgrounds and perspectives.
The campus recently adopted a Strategic Academic Plan that articulates a vision for the future that builds on
the campus's strengths:
•
New general education requirements have revitalized undergraduate education, reflecting the breadth
and depth of coursework needed by graduates in the 21st century.
•
Graduate programs will continue to grow, demonstrating the campus's commitment to serve the state
of California by preparing future leaders and highly skilled workers.
•
The campus will continue to build its outstanding faculty, seeking individuals who bring passion and
intellect to their work, and who share a commitment to teaching and research. UCSC’s current faculty
includes 13 fellows of the National Academy of Sciences, 31 fellows of the American Association for the
Advancement of Science, and 20 fellows of the American Academy of Arts and Sciences.
Building on its legacy of careful environmental stewardship of its 2,000-acre campus, UCSC is making strides
in water and energy conservation, alternative transportation, greenhouse-gas reduction, and "green" dining.
UC Santa Cruz's location on the shores of the Monterey Bay has fostered its emergence as a leader in
marine science research, while its proximity to Silicon Valley has contributed to a culture of entrepreneurial
partnership.
In addition to the 2,030-acre main campus, UC Santa Cruz comprises a number of other regional sites—
including administrative and research facilities on an 18.5-acre site in Santa Cruz, the 73-acre Marine
Science Campus, the 483-acre Monterey Bay Education, Science, and Technology Center near Monterey, the
3,600-acre Lick Observatory atop Mount Hamilton near San Jose, as well as a growing presence in Silicon
Valley. The campus also manages nearly 5,000 acres of UC Natural Reserve System land, including the Año
Nuevo Island Reserve, Fort Ord Natural Reserve, Landels-Hill Big Creek Reserve, and Younger Lagoon
Reserve.
UCSC Facts:
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•
Total enrollment for fall 2009: 16,763 (15,259 undergraduates: 7,895 men and 8,868 women; 1,504
graduate students).
•
UC Santa Cruz offers 62 majors, 35 minors, and 55 concentrations in the fields of Arts, Engineering,
Humanities, Physical & Biological Sciences, and Social Sciences. UC Santa Cruz offers graduate study in 33
academic fields.
•

4,204 employees, including 569 ladder rank/professorial faculty.

•

Total campus operating budget: $530.5 million.

III. Statement on Report Preparation
Statement on Report Preparation
Instructions: Briefly describe in narrative form the process of report preparation, providing the names and
titles of those involved. Because of the focused nature of an Interim Report, the widespread and
comprehensive involvement of all institutional constituencies is not normally required. Faculty, administrative
staff, and others should be involved as appropriate to the topics being addressed in the preparation of the
report. Campus constituencies, such as faculty leadership and, where appropriate, the governing board,
should review the report before it is submitted to WASC, and such reviews should be indicated in this
statement.

Following consultation in Fall 2008, the campus administrative and faculty senate leadership agreed that this
interim report would be authored by the administration, referencing the Academic Senate’s documentation of
the faculty ‘s work on general education reform and other relevant topics. Under the revised guidelines for
program review developed during the WASC comprehensive review, self-studies were expected to provide
evidence of faculty inquiry into educational effectiveness.
During the period for preparation of this report, much of the attention of the campus was devoted to
analysis and response to the serious on-going budget crisis induced by substantial cuts in state support for
the University. During 2010, the Campus Provost/Executive Vice Chancellor retired and a successful search
was conducted for a replacement.
This report was prepared during fall 2010 from material gathered from several sources and integrated by the
Accreditation Liaison Officer (Dr. William A. Ladusaw, Interim Dean of Humanities). Draft materials and
supporting documentation were provided by Dr. Julian Fernald, Director of Institutional Research, and Betsy
Moses, Principal Analyst—Academic Program Planning, working with other staff in the Office of Planning and
Budget (planning.ucsc.edu). Dr. Joy L. Lei of the Office for Diversity, Equity, and Inclusion
(diversity.ucsc.edu) developed material for the Diversity section. Supporting material was drawn from the
web archives of Academic Senate (senate.ucsc.edu).
Following administrative review, the report was submitted in December, 2010.

IV. Response to Issues Identified by the Commission
Response to Issues Identified by the Commission
Instructions: This main section of the Report should address the issues identified by the Commission in its
action letter as topics for the Interim Report. Each topic identified in the Commission’s action letter should
be addressed. The team report may provide additional context and background for the institution’s
understanding of issues.
Provide a full description of each issue, the actions taken by the institution that address this issue, and an
analysis of the effectiveness of these actions to date. Have the actions taken been successful in resolving
the problem? What is the evidence supporting progress? What further problems or issues remain? How will
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these concerns be addressed, by whom, and under what timetable? How will the institution know when the
issue has been fully addressed? Please include a timeline that outlines planned additional steps with
milestones and expected outcomes.

1. Planning for growth in graduate education and research while sustaining undergraduate
excellence.
The comprehensive WASC review completed with the EER in Winter 2005 was framed by an institutional
proposal that was developed in 2001-02. At the time, steady growth in the population of California high
school graduates combined with the University of California’s commitment to access under the California
Master Plan for Higher Education created strong system-wide pressure to accommodate substantial additional
undergraduate enrollment. However at the time, the campus’s top academic priority was the maturation
and expansion of its Master’s and research doctorate PhD programs to ensure that research faculty in all
divisions of the campus had access to participation in graduate programs.
The table below provides a snapshot of UCSC’s undergraduate and graduate enrollment at the time of the
submission of the institutional proposal, the completion of the comprehensive review, and for the most
recent year for which statistics are complete:
Undergrad

Graduate

Total

UG Increase

GR Increase

2001-02

11650

1098

12748

2004-05

13237

1300

14537

13.6%

18.4%

2009-10

14888

1444

16087

27.8%

31.5%

During the first decade of the 21 st century, enrollment at UCSC grew substantially at both the
undergraduate and graduate levels. While the rate of increase over the 2001-02 baseline for graduate
education was slightly greater than that for undergraduates, it has not been possible to make substantial
progress on the campus goal of increasing the proportion of graduate enrollment. Additional growth at the
undergraduate level was necessary to accommodate the need for additional capacity within the UC system
and budget cuts have slowed the implementation of new graduate programs.
During the period covered by this report, targets for undergraduate first-year admissions have been held
constant or lowered to allow for growth in transfer admissions and graduate enrollment. Until Fall 2008, the
size of the entering graduate cohort continued to grow faster than the undergraduate cohort.
During the period covered by this report, increases in graduate enrollments were due primarily to the
opening of new graduate programs in several fields. Final approval of programs in some other areas awaits
confirmation of the availability of resources. Taken together, these programs provide the basis on which
UCSC anticipates continued growth in graduate enrollment even as undergraduate enrollment reaches steady
state.
The research profile of the campus has continued to grow in both scale and impact. One indication of this
expansion can be read in the increase in contract and grant revenue from $100M in 2004-05 to $148M in
2009-10. (Cf. p. 15 in the Bird’s Eye View of the campus budget.)
As the Commission’s letter notes, at the time of the EER there was concern that the unreliability of state
funding would pose a challenge for the campus’s growth plans. The budget crisis has created even more
serious concerns and challenges. Much of the campus’s attention over the last three years has been devoted
to the challenge of responding to substantial reductions to its state-funded budget while meeting the
obligations of its core instructional and research missions.
Despite the current budget situation, the campus has made substantial progress since the last review in
addressing the issues mentioned in the Commission’s letter.
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In September 2006, the UC Board of Regents approved a Long Range Development Plan for UC Santa Cruz
that envisions that through 2020 enrollment on the main campus would grow to no more than 19,500. The
University has worked extensively with the city and county of Santa Cruz to resolve many contested growth
issues in a comprehensive settlement agreement. Under Chancellor Blumenthal’s leadership, relations with
the city and county have greatly improved.
With the discussions during the EER team visit as background, beginning in 2005-06, the campus began
development of an updated Strategic Academic Plan that could guide planning for the development of
academic programs and initiatives.
In May 2007, the Academic Senate’s Committee on Planning and Budget contributed a Report on Conditions
and Strategies for Growth that addresses several of the issues growing out of the EER, including improving
the coordination of academic planning with fiscal and physical planning. The report recommended improving
“internal enrollment management”—the fit between student enrollment and program resources and capacity
as well as the balance between graduate and undergraduate enrollment. The report also recommended
disaggregation of student success data by academic program to improve understanding of “major migration”
and enable targeted responses to trends.
The campus has invested in a coordinated curriculum planning
tool and institutional research that can now support an institutional response in these areas.
A final version of the Strategic Academic Plan was published in February 2008. It situates academic plans for
each of the major academic divisions of the campus within a broad campus-level thematic framework. As
noted on p. 21 of the plan, the discussions during the EER encouraged the campus to explore development
of professional education beyond the programs currently offered within the Baskin School of Engineering.
The aims and concerns articulated in that section continue to be a matter of planning and on-going
consultation between the campus administration and the Academic Senate. The campus is finalizing policies
for professional degree fees to provide access to additional resources in order to facilitate the launch of
additional professional programs.
During this period, the campus has allocated substantial resources to expanding its capacity for developing
extramural support. As noted in the Commission’s letter, the campus is well aware of importance of
successful fundraising to realizing its goals and is currently planning a comprehensive campaign.
Taken together with the organizational changes discussed in the next section, these institutional actions have
improved the planning framework and institutional context for balancing growth in graduate education and
research with sustaining excellence in undergraduate education. The primary current challenge is making
further progress within this framework despite substantial reductions in state support. Cf. the September
2010 report on progress under the strategic academic plan and a statement of two-year goals.
2. Considering organizational structures to support planned growth.
At the time of the EER, the campus anticipated separating the administrative role of the Vice Chancellor for
Research from the Vice Provost and Dean of Graduate Studies position, a model already adopted at other
larger UC campuses. This shift was successfully accomplished in 2005-06, providing a full-time administrator
to focus on each of these critical areas.
The Graduate Division supports admissions, recruitment, and retention for graduate programs across the
campus in addition to providing analysis to the campus and providing services to graduate students and
postdoctoral scholars. The Vice Chancellor of Research oversees the offices of sponsored projects, research
compliance administration, and management of intellectual property and promotes an effective environment
for faculty research across the campus.
This is the primary item in this section of the Commission’s letter. No further change in this organizational
structure is anticipated because it has proved effective in supporting the growth of both graduate education
and the campus’s general research enterprise.
3. Integrating general education with the major to ensure a coherent curriculum.
At the time of the WASC team review, the general education requirements for Bachelor’s degrees at UC
Santa Cruz were based upon a set of requirements that had been originally adopted in 1986.
These requirements ensured that, in addition to foundational requirements in writing and quantitative
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methods, students had experience across the three major areas of the campus curriculum (Humanities and
Arts, Social Sciences, and Natural Sciences and Engineering) and exposure to the arts and ethnic studies.
In 1999, an effort to revise the general education requirements resulted in a proposal that did not get
approval from the full academic senate. An important point of contention was the relation between the
requirements for majors and the general “writing across the disciplines” requirement. Following the failure
of the 1999 reform effort, the Academic Senate’s Committee on Educational Policy (CEP), which has all
matters regarding the undergraduate curriculum in its purview, undertook a review of individual general
education areas to clarify their educational objectives and review the courses approved under the
requirements, beginning with assessments in lower division writing in 2001-02.
At the time of the review committee’s visit in 2004, CEP was reviewing courses under the Ethnic Studies and
the Quantitative Reasoning rubrics and momentum was building for a comprehensive review of general
education. In addition, the effects of budget reductions had raised concerns about course capacity in certain
areas of the general education curriculum.
This is the background to the Commission’s expectation (p. 3) that “the University will rely on its growing
body of information to expand the collective faculty inquiry into the most effective ways to integrate general
education with the major” and develop “learning outcomes across the curriculum that describe and define
the educational experience expected of all UCSC undergraduate students.”
An intensive three-year effort resulted in a successful revision of the campus’s general education
requirements, which became effective with the entering class of Fall 2010. The committee led a broad
campus conversation that converged on a set of educational goals for general education at UCSC at the
beginning of the 21 st century. These learning goals were codified into legislation approved in the spring of
2009. During 2009-10, the committee reviewed courses under the rubrics developed for each of the
requirements, with particular attention to the curriculum capacity in each requirement area.
The background and goals of the reform and documentation of the extensive consultation with faculty and
students across the campus is available on the senate's website. As part of the consultation, major
programs were asked to provide the educational goals for writing and other forms of communication
appropriate to the major. These responses guided the development of a “Disciplinary Communication”
requirement intended to ensure that students have learned to write and communicate effectively in a
manner appropriate to their chosen fields of study.
Each of the requirements was stated in terms of the intended educational outcomes in each area. There are
a number of aspects of the reformed GE system that are notable in the context of this interim report on the
consequences of the WASC review. All of the requirements are conceptualized in terms of educational goals
and the learning outcomes expected for courses that would satisfy the goals. In contrast to the earlier
“breadth/distribution” requirements, courses that satisfy the requirements are not restricted to (or privileged
to) certain departments of the University. Approval of courses for the requirements has been based on the
learning objectives of the course syllabuses submitted for review. This has sharpened the focus of learning
in some cases (e.g. Scientific Inquiry, Textual Analysis and Interpretation, Ethnicity & Race) and broadened
the range of topical areas in which the learning can be achieved (e.g. Statistical Reasoning, Cross-cultural
Analysis, Mathematical & Formal Reasoning).
The focus on learning goals has reframed the relationship between general education and the major by
undermining the assumption that these are distinct. Faculty have been encouraged to consider how learning
in courses required for their major programs may also satisfy the general education goals for their
students. The paradigm case for this integration of general education learning with the major is the
Disciplinary Communication requirement, which is explicitly formulated as both a GE requirement and a
major requirement. However several of the other requirements can be satisfied in several different areas of
the campus curriculum, in both lower division and upper division courses, either within or outside of a
student’s major.
Finally, the general education requirements reinforce the existing orientation to active learning in the UCSC
curriculum through a “Practice” requirement. Students may satisfy this requirement in three areas, through
a collaborative project, creative activities, or application of course work in service learning projects. This
requirement can be satisfied through learning experiences in the context of an existing course or program or
by a separate 2-credit course.
Both the approach taken to GE reform and the resulting framework illustrate the UCSC faculty’s commitment
to thoughtful inquiry into educational effectiveness.
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4. Achieving a diverse campus through targeted recruitment, academic experiences, and better
retention.
UCSC conceives of social diversity as building excellent work and learning communities. During the WASC
accreditation visit, UCSC expressed its commitment to “building diverse learning communities of students,
faculty and staff.” In response the Commission agreed that UCSC should “further enhance its excellence
through a more explicit agenda of social diversity and inclusion and by strengthening the bridges connecting
research with civic action and policy debate so that each informs the other, leading to a stronger
collaboration and consensus building.”
Since the WASC visit, there has been considerable change in campus leadership, but the commitment to
diversity remains steadfast. The Equal Employment Opportunity/Affirmative Action Office has been
restructured into the Office for Diversity, Equity, and Inclusion (ODEI), to reflect the breadth of work. The
new office allows compliance and diversity work to benefit from each other. ODEI works collaboratively with
units across campus on outreach, retention, and classroom and campus climate issues, increases
collaboration and communication and allows various units to leverage resources in time of smaller budgets.
The Chancellor’s Office, ODEI, Student Affairs, Graduate Studies, Undergraduate Education, Staff Human
Resources, and Academic Personnel Office have implemented numerous initiatives and programs focused on
targeted recruitment, academic experiences, and better retention.
Chancellor’s Office
In July 2009, Chancellor Blumenthal appointed two Campus Diversity Officers, one for staff and students and
one for faculty and curriculum. The Campus Diversity Officers have developed and implemented a number of
diversity initiatives (see below). Chancellor Blumenthal convened the Diversity Advisory Committee (DAC) to
provide guidance on diversity issues and initiatives. In 2010-2011, DAC was restructured into the UCSC
Advisory Council on Campus Climate, Culture and Inclusion (ACCCCI), composed of faculty, staff, students,
alumni and community members. The ACCCCI charge, provided by President Yudof, is to monitor and
evaluate campus climate and to identify practices that promote a diverse and inclusive campus climate.
Division of Student Affairs
Recruitment
Beginning with the pre-college student population, Educational Partnership Center (EPC) and UC College Prep
(UCCP) have built robust pipelines for underserved and diverse students. The two units partner with
educational organizations to supply the knowledge and academic advancement opportunities to bridge low
performing schools and the University of California. Programs housed at EPC include:
·

Gaining Early Awareness and Readiness for Undergraduate Programs(GEAR UP)

·

California Student Opportunity and Access Program (CalSOAP)

·

Early Academic Outreach Program (EAOP)

·

Mathematics, Engineering, Science Achievement Schools Program (MESA)

·

California State Summer School for Mathematics and Science (COSMOS)

·

California Reading and Literature Project (CRLP)

·

Transfer Partnerships Program (TPP)

·

UC College Prep (UCCP)

EPC/UCCP serves the counties surrounding UC Santa Cruz, including 13 high schools, 18 middle schools and
five elementary schools. In the past five years, the organization has served over 100,000 underserved,
mostly Latino, high school and community college students. Some of the organization’s recent
accomplishments include:
·

Doubled college-going rates in partnered schools.
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·

42% increase in high school graduates from five original partners enrolled at UC/CSU.

·
Since 1999, doubled Monterey Bay region underrepresented students from partnership schools who
apply, are admitted, and enroll in UC/CSU.
·
Increased UC eligibility requirements completion by students by 20% since 1997-98 in two original
partner high schools.
·

Increased transfer rates to UC/CSU from 13 regional community colleges by 21% in past 10 years.

·
Since 2007, awarded over $950,000 in scholarships to 349 college-bound students from Watsonville
and San Jose
·
Helped over 200,000 students access UC developed online courses and distributed to 2.8 million
students and educators worldwide
The Student Organization Advising & Resources (SOAR) supports student organizations to create meaningful
engagement and leadership opportunities. Student-initiated Outreach (SIO) produces about 10 recruitment
programs, focusing on students from low-income and underserved communities. Programs include
workshops on admissions, financial aid, academic preparation, and college life, theater games, cultural
programs, walking tours, and one-on-one mentoring by current college students. The SIO programs are
effective with 52-63% of participants selecting to attend UCSC the following year.
Academic Support
Low income, first generation students, usually students of color from low performing K-12 schools, often do
not achieve college GPAs of B or above. They, therefore, have limited post-undergraduate opportunities.
Retention Services now uses research-based program development to increase academic support, advising,
and social opportunities for Educational Opportunity Program (EOP) and ethnically and culturally diverse
students. Serious issues include under-preparedness in writing and mathematics and the increasing number
of entrance requirements for popular academic majors. Learning Support Services (LSS) provides academic
support via tutoring and Modified Supplemental Instruction (MSI). Upper division EOP students who attended
MSI more than four times did clearly benefit from their participation in the program.
A very successful academic intervention program is a partnership between the Latin American and Latino
Studies Department (LALS) and LSS in support of LALS 100A, a writing intensive, upper division, major
requirement. EOP students in this program received a higher number of A’s and B’s (84%) than students
who did not participate (72%).
In a longitudinal study of the UCSC Math 2, College Algebra, Math 3, and Precalculus courses, LSS found the
least prepared students continually failed Math 2 even with support and also that Math 2 students went on
to earned lower grades in Math 3. As a result, a two quarter “Math 2 Stretch” was offered in Fall 2010.
Registered student organizations (RSOs) work with faculty to develop new courses and independent study
opportunities for an average of 500 students per year. RSOs provide members with study hours, academic
goal setting, and tutoring to strengthen reflective judgment and analytical, creative, and collaborative skills.
SOAR advising staff work intensively with students on organizational development and goals and provide
training to hundreds of students.
Retention
SOAR staff advisors mentor four student-initiated retention programs for underrepresented, primarily first
year and transfer students. Annual questionnaires monitor the experiences of new students and inform
program choice. The issues commonly raised by students include alienation and social isolation, financial
difficulties, home-family difficulties, personal problems, stress, and negative experiences in the classroom.
There are about 180 active RSOs under SOAR, providing community, diverse campus-wide discourse,
leadership opportunities, and educational and professional pathways. SOAR sponsors an annual average of
100 major events, 100 medium-scale events, 20 publications, a weekly newspaper, 10 television
productions, and 24/7 radio programming. SOAR advisors provide conflict management intervention, training,
and mediation when conflicts arise around racial, political, or identity issues.
Transfer students at UCSC receive academic and social support through Services for Transfer and ReEntry
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Students (STARS). STARS and LSS provide students with a pre-fall, two-day program of academic skills
workshops. STARS also provides several sections of a two-unit course entitled Understanding University
Culture and Strategies for Academic Success. As the reading and writing expectations of a four-year
university usually exceed those of a community college, STARS/LSS employs transfer students to serve as
writing mentors for other transfer students in our WRITE program. Beginning in Fall 2010, a new section of
Porter College was designated as a residential college center for Transfer students.
Educational Opportunity Program (EOP) offers advising and development programs for low income, first
generation students. The EOP Bridge Program provides approximately 60 students a year-long, frosh
academic support and community building program including advising, academic support (packaged as
Individual Academic Success Plans), tutoring, Supplemental Instruction, community building activities,
dinners with faculty, and a quarterly financial stipend. In fall 2010, EOP is also offering a Sophomore
Academy for students who have experienced academic difficulty. For over 20 years, EOP has offered a
Faculty Mentorship Program for upper division students to help them successfully complete the graduate
school applications and prepare and present a scholarly paper discussing their research.
The student life and residential programs in the residential colleges and university housing primarily focus on
the retention by creating and supporting communities that welcome diversity and embody inclusion. Since
the 2005 WASC report, the following initiatives have been implemented or are currently in process:
·

Hired a Coordinator to establish a Diversity and Inclusion Program

·
Developed and began implementation of a Diversity & Inclusion Strategic Action Plan, providing shortand long-range goals
·
Facilitated annual diversity workshops for approximately 250 college residential assistants to raise their
cultural competence; ongoing training is provided throughout the year
·
At each residential college, annual programs are developed to support diversity and inclusion within their
communities. Examples include Multicultural Weekend and Intercultural Retreat, speaker series, and the
GLBTI conference.
·
Creation of residential spaces for unique populations, including Rosa Parks’ African American Theme
House (R.PAATH), Indigenous Peoples Theme House, International Living Center, Veterans Housing Groups,
and Gender Neutral Housing.
Finally, Student Affairs
·
is developing a matrix to outline diversity objectives for Student Affairs. The matrix will include measures
to assess achievements and progress of programs and tasks.
·
expects to administer the Higher Education Research Institute Diverse Learning Environment (DLE)
survey to assess campus climate.
·

is coordinating a 15-person, diverse team of facilitators to implement diversity and inclusion trainings.

·
recommends Intergroup Dialog (IGD) as a means by which students, staff and/or faculty groups find
understanding with one another at UCSC.
·
is developing a Diversity & Inclusion Curriculum to provide a theoretical framework that is inclusive,
accessible, and current.
Division of Graduate Studies
The Division of Graduate Studies has actively initiated, supported and engaged in diverse strategies to
increase, recruit and retain underrepresented graduate students. Examples of such strategic programs and
fellowships are:
·
NSF-AGEP (Alliance for Graduate Education and the Professoriate)
(http://graddiv.ucsc.edu/student_affairs/agep.php) organized programs and initiatives in partnership with
minority serving institutions; campus outreach visits and lab tours by AGEP scholars, professional and
academic skills workshops, conference travel, and faculty and peer mentoring.
·

Eugene Cota-Robles Fellowships are state-funded, merit-based fellowships to first-year graduate
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students who have overcome significant social or educational obstacles, and who will contribute to
intellectual diversity among the graduate student population. For the 2010-11, this fellowship provides a
stipend plus all university fees except non-resident tuition as part of a five-year total support package.
Ethnicity
African American/Black
Hispanic
White
Unknown
Asian
Grand Total

Female
5
11
5
7
8
36

Male
4
10
3
2
1
20

Total
9
21
8
9
9
56

·
The Women of Color (WOC) Research Cluster started in Winter 2010 and have been active with weekly
dissertation writing and support sessions in collaboration with the Graduate Division and Provost of Oakes
College. Attendance at WOC events have ranged from 10-50 people.
·
Women in Science and Engineering (WiSE) is a graduate student run organization, supported by
Graduate Division and Women’s Center. WiSE aims to advance women in the STEM fields both in percentage
and position. Wise hosted six retention activities during 2009-10 and has 45 active members.
·
UCSC hosted the 2000 California Forums for Diversity in Graduate Education (1100 attendees),
designed to meet the needs of advanced undergraduates and master's candidates from groups currently
underrepresented in doctoral-level programs.
Faculty
UCSC also initiated several programs to enhance faculty diversity, including:
·
A diversity liaison is identified in all academic searches. A review of the data shows that the diversity
liaison has increased diversity in most interviewee pools.
·
All formal recruitment flyers state campus interest in candidates who will contribute to diversity
through research, teaching and service. Applicants are invited to submit a statement addressing their
contributions to diversity.
·
Faculty hiring and personnel review policy (APM 210) explicitly states that teaching, research,
professional and public service contributions that promote diversity and equal opportunity should receive
recognition in the evaluation of the candidate’s qualifications.
·
Campus Diversity Officer (CDO) for Faculty led efforts of the faculty subcommittee of DAC, met with
the Academic Senate, developed a faculty retention survey, and met with campus groups focused on ethnic
studies and retaining faculty of color.
·

Each academic division has a mentoring system for junior faculty.

·
In 2009, the Academic Personnel Office (APO) and CDO-Faculty organized workshops on bias in the
classroom and conflict management. Conflict management provides strategies to address the difficulties
surfacing along lines of class, gender, sexual orientation or ethnicity. In 2010-11, faculty workshops will
provide a focus on hidden/invisible disabilities and learning challenges.
Staff
ODEI, along with Staff Human Resources, has focused on outreach and retention of staff.
·
In fall 2010, ODEI launched a staff 8-course UCSC Diversity & Inclusion Certificate Program, offering
examination of within-community differences and how we can build a stronger campus community.
·
Fair Hiring Online Training Program provides required instruction for ensuring fairness and excellence
in the recruitment process for staff employees.
·
Career Pathways for Administrative Assistants workshop series supports administrative assistants to
begin longer-range career planning.
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·
UCSC performance appraisal templates include Diversity Performance Standards for managers and
supervisors.
·
ODEI maintains a campus-wide List of Diversity Related Programs and Activities and conducts ongoing
Review of Demographic/Diversity Data for Staff.
·
ODEI is developing more Staff Employment Outreach and Retention programs—specifically, outreach to
Disabled and Veteran Communities.

Students
The CDO for Staff and Students, Vice Provost and Dean of Undergraduate Education, Student Affairs, and the
Academic Senate will continue to look at policies and practices to improve student retention rates and timeto-degree. With new 2012 UC admission requirements, we will increase communication to prospective
students. Increased efforts and collaboration will take place to ensure underrepresented students understand
the opportunities available to them.The Board of Admissions and Relations with Schools (BOARS) oversees
admissions of undergraduate students at UC. BOARS and directs efforts to improve the admissions process
(http://www.universityofcalifornia.edu/senate/committees/boars/).
Not surprisingly, much of the campus’s focus will be on student retention. We still see noticeable difference
between retention rates for whites and underrepresented students. This continues to challenge the campus
but we will organize a comprehensive approach to student retention services. Just as important, student
perspectives need to help shape the campus environment. Students should develop a sense of community
and belonging so they can thrive in their pursuit of academic excellence. This is especially true for some
students of color, students from low socio-economic status, and for students who are first in their families to
attend college.
Faculty and Staff
We are concerned about increasing diversity among our faculty and staff. The primary challenge in increasing
these numbers is the significant cuts in our budget, so that we are hiring few to no new faculty or staff.
Often, we are not replacing the faculty and staff who leave. UC faculty are vulnerable to tempting offers
from other institutions. Both the quality and influence of UC depends on our ability to retain highly talented
faculty. Over time, retention will depend on our ability to offer competitive salaries relative to our peer
institutions. Any future increases in underrepresented faculty and staff depends on our ability to create new
positions or retain funding for vacant ones.
The Campus Diversity Officer for Faculty will continue to work with department chairs on recruitments to
ensure that the pool of applicants is as diverse as possible. We need to continue to encourage our junior
faculty to learn how to lead and manage and take on administrative positions on campus. It is also
important that underrepresented faculty find a sense of community so they can learn to navigate through
the tenure and merit review process.
On the staff side, staff employees should have access to mentorship, as well as ongoing training and
professional development so they are competitive for higher-level positions. As there is again considerable
diversity at the lower ranks, it is essential that we provide opportunity to take on more senior positions. We
will continue to work with Staff Human Resources to find opportunities to do targeted outreach, i.e., to the
veteran and disabled communities.
5. Retention
At the time of the Educational Effectiveness Review UC Santa Cruz’s most recent six-year graduation rate
for the 1997 first year cohort was 66 percent, with 15 percent attrition between the first and second year,
and an additional 12 percent between years two and three. While these rates reflected gradual but steady
improvement since the campus began formally tracking them with the 1989 cohort, the six year graduation
rate was the second lowest in the UC system, and considerably below the UC average rate of 79 percent.
Among underrepresented students of color, retention rates in the first two years for most cohorts were
similar to overall campus averages, but graduation rates tended to be below the average, particularly among
African-American students whose 1997 rate was 58 percent. Similarly, men consistently graduated at lower
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rates than women. The recommendation of the commission was to employ further institutional research to
better understand and improve retention and graduation rates.
Following the Commission recommendation, in 2006 UC Santa Cruz established a Steering Committee on
Retention, chaired by the Vice Provost and Dean of Undergraduate Education with representation from the
academic senate, student affairs, institutional research, and students. As a first order of business the
Committee commissioned an internal study to better understand Santa Cruz’ overall graduation rates, as well
as the graduation rates of subgroups in context.
A direct comparison to external benchmarks can be more or less favorable depending on the comparison
group. Relative to select comparison groups such as UC campuses, public flagships, or public AAU
institutions, UC Santa Cruz’s six year graduation rates are consistently in the lower range. However a
considerable amount of the variability in institutional graduation rates can be attributed to the characteristics
of an institution’s student body, both in terms of demographics and academic preparation. In a national
study of graduation rates at 262 four-year institutions, the Higher Education Research Institute (HERI) at
UCLA identified the student characteristics most predictive of graduating. Using data from that study, we
developed predicted 6-year graduation rates for UCSC based on the gender, ethnicity, SAT scores, and high
school GPA of UCSC students in order to better understand our graduation rates relative to our own
students.
In the first iteration of the study described at http://planning.ucsc.edu/retention/ we compared the predicted
vs. the actual graduation rates of the 1994 through 1998 first time cohorts. For every entry year UCSC’s
rates were roughly equal to or slightly higher than expected, suggesting considerable room for improvement
given the emphasis at UCSC on the intimacy of the residential college system and the historical commitment
to excellence in undergraduate education.
A comparison of the expected to the actual graduation rates for subgroups of Santa Cruz students was more
illuminating. While there were observable gaps in the actual graduation rates of students of different
race/ethnicities, underrepresented students consistently graduated at higher than expected rates, while Asian
students graduated at below predicted rates, and White students and students of unknown race/ethnicity
graduated at predicted rates. Women also graduated at rates higher than predicted, while men graduated at
expected levels. Perhaps the most instructive finding was that students who entered UCSC with the highest
levels of academic preparation, as indicated by high school GPA and SAT scores consistently graduated at
below predicted rates, while those who were relatively less prepared at entry consistently graduated at
higher than expected rates.
In response to these findings the institution has undertaken a number of actions, in both Student Affairs and
academic areas.
Student Affairs supports student retention and graduation through a variety of co-curricular, outside-theclassroom programs and services that enhance student learning, including academic advising, tutoring and
other academic-focused support, community building and identity development, and financial aid and
scholarship support to improve affordability. These efforts bolster the campus commitment to an exemplary
undergraduate experience.
· Last year, Student Affairs launched a new Retention Services unit to focus on improving student retention
and graduation, including the Career Center, Disability Resource Center, Educational Opportunity Programs
(EOP), Learning Support Services, ethnic and cultural resource centers, and Services for Transfer and ReEntry Students (STARS). The cluster of programs and services especially address the needs of vulnerable
populations and their outside-the-classroom experience, bringing together student engagement and
academic support services.
· The campus successful recruited, admitted, and enrolled the largest incoming class of transfer students
for fall 2010. As part of the commitment to the undergraduate experience, there is expanded theme housing
with a new transfer-specific housing community in the one of the colleges. Student Affairs’ services have
been expanded and enhanced to meet to the specific needs of transfer students and support their retention.
· The campus has developed a model to support the academic success and retention of veteran students
through peer support and a network of comprehensive services tailored to meet the needs of veteran
students, including priority enrollment, guaranteed on-campus housing, vet-to-vet peer mentoring,
professional staff coordinator, maximum student financial aid, and ease of readmission for those who return
after being deployed. The campus has also strengthened the pipeline between UCSC and local community
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colleges.
In the next two years, Student Affairs plans the following to support student retention
· Student Affairs is piloting a new academic support program—EOP Sophomore Academy—for second-year
students in academic difficulty. The goal will be to identify and assist a committed group of students to help
them select a major that suits their interests and aptitudes and develop and utilize effective academic
success strategies in order to successfully be retained and matriculate toward their degree. Program
objectives may include designing and implementing advising sessions, discipline-specific academic skill
building workshops, supplemental instruction, and mentoring opportunities.
· Learning Support Services is developing a more robust evaluation program to track and monitor gateway
courses. Student Affairs will utilize the data to understand what changes are needed for tutoring, advising,
and other academic support to better meet students’ needs and help them develop a roadmap toward timely
graduation.
· The ethnic and cultural resource centers are embarking on a new model, moving beyond student
programming and community building to a more retention-centered focus whereby there is a holistic
connection between academic and social integration.
In response to the finding that students who remained undeclared in their major at the start of their third
year of enrollment, the regulations setting the deadline for major declaration were altered to ensure that
students were counseled and reviewed for admission to a major by the beginning of their third year of
enrollment rather than when they had earned 90 units. The major declaration process was also simplified in
hopes that students would undertake it earlier, and hence be engaged earlier.
The director of Learning Support Services in collaboration with the college provosts did a study of the
outcomes of first year students who entered without having satisfied the university Entry Level Writing
Requirement. These students already received special assistance during their first term writing course. The
study revealed that the outcomes for students who scored just below the passing mark on the Analytical
Writing Placement Exam were generally successful in completing the lower division writing requirement in a
timely manner, but that those with lower scores were not well-served by the single term course. In 200910 a pilot “stretch” two-term version of the course, which blended additional developmental work with the
content and objectives of the standard first term college seminar, had much more successful outcomes. As
a result of the pilot assessment, the model was expanded during 2010-11.
Overall retention and graduation rates, which are publicly posted, have continued to improve at UC Santa
Cruz. The six year graduation rate for the 2003 first year cohort, the most recent to observe since the
review, was up to 73 percent from 66 percent. The higher graduation rate reflects improvement in UCSC’s
one year retention rates, which are up from 85 percent in 1997, and have been holding steady at about 89
percent since 2003. Improvements in lower division retention rates have been shared across race/ethnicity.
Consistent with historical patterns there are very small discrepancies between underrepresented AfricanAmerican and Chicano-Latino students, Asian students and White students. In many cases the retention
rates of underrepresented students are higher than those of White students. However, differences in the
graduation rates of students by race/ethnicity still exist, but the gaps between groups have narrowed.
Recently we replicated our analysis of expected vs. actual graduation rates using the same regression
equations to create the predictions for the 1998 through 2002 cohorts. The results, which are posted at
http://planning.ucsc.edu/retention/docs/PredictedVsActualGradRates1999-2002Cohorts.pdf indicate that
overall the predicted rates have remained relatively stable even as the actual rates have improved. This
means that our improved graduation rates are not the result of enrolling first year students with a different
profile, but rather suggest the possibility that our retention initiatives have been effective. Additionally,
among all racial/ethnic minority groups, including Asian students, actual graduation rates were higher than
predicted by the methodology used in the analysis. Although we don’t know for sure what caused the shift, it
appears that whatever was resulting in higher than expected attrition among Asian students at Santa Cruz is
no longer an issue.
While the narrowing gap in graduation rates by race/ethnicity, coupled with the fact that students of color
graduate at higher than predicted rates are positive indicators, we believe that we can and should continue
to improve the graduation rates among students of color. The fact that the gaps in retention by
race/ethnicity do not show up until the upper division suggests that students of color are being successfully
integrated into the social and academic milieu of UCSC, probably largely a result of the innovative and
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intensive student led programs as well as the colleges, but may have more difficulty integrating into, and
successfully negotiating the work in their majors than White and Asian students.
We continue to lose students in the highest quintiles of high school GPA and SAT scores at higher than
predicted rates. We need to better understand why this is the case. In order to do that we recently used
data from the National Student Clearinghouse to identify whether, and to where, UCSC students transfer.
The question of whether a targeted campus-wide honors program might help address this retention issue
remains actively under consideration by the relevant Academic Senate committees.
There has been considerable interest, especially among faculty, in the relationship between student major
and retention and graduation. However, with the exception of some Engineering students, UCSC does not
admit students directly to a major program. The majority of first time UCSC students enter with only a
proposed major, and in recent years roughly 30% percent only propose a general area of interest. Of
course many first time students change their minds once they begin college. For all of these reasons tracking
retention and graduation by major can be complicated. Never-the-less we have attempted to develop
metrics that would allow us to better understand the patterns of major migration and their relationship to
retention and graduation.
Two reports – one for new first years, and one for new transfers - were developed that indicate the rates of
graduation, both within the initial intended major or within a different major, as well as the intended major
origin of the eventual graduates of each major. A third report indicates the major migration patterns and
ultimate graduation rates of students based on their declared majors at the start of their third year. Results
are posted at http://planning.ucsc.edu/irps/retengrad.asp. We believe these reports have the potential to
inform academic departments about where their majors come from and where they go, and perhaps more
importantly to engage faculty in issues of retention.
In the current fiscal climate, we remain very concerned that issues of decreasing affordability and
bottlenecks in curriculum capacity may be negatively affecting retention—overall and differentially within
subpopulations. Last year a collaborative survey between student leaders and the administration allowed us
to identify areas of the curriculum where students had the most difficulty enrolling in classes they need for
graduation or to meet their major requirements. These data helped inform the distribution of one time
money aimed directly at increasing enrollment capacity in the coming year. We plan to continue collecting
survey and other data related to enrollment demand and capacity, and to monitor retention and time-todegree to understand the potential impact.
The WASC comprehensive review led directly to increased inquiry into student success and an appreciation of
the importance of disaggregating the data for analysis along a number of dimensions. Interest in retention
and improving graduation rates is widespread among the faculty, student affairs, and campus
administration. Improving coordination among local initiatives remains a matter to address. Improving
retention and graduation rates remains one of the goals and accountability measures in the Campus TwoYear Goals Statement (p. 10-11).
6. Continuing progress on accountability for student learning.
As noted in the Commission’s letter (p. 4), in 2004 UC Santa Cruz was unique within the University of
California system in having a senior exit requirement in every undergraduate degree program. Senior
comprehensive examinations had been a required part of every undergraduate major from the earliest days
of the campus. Senior comprehensive requirements ensure that faculty have a summative assessment of
students’ accomplishments in the program through a direct review of their work. The options and formats
vary from program to program, ranging from examinations to capstone projects in senior seminars or
independent senior theses or projects.
The commission encouraged UCSC (p. 4) “to continue cross-departmental faculty conversations about
learning results that were so effective during the Educational Effectiveness Review.” Following the conclusion
of the comprehensive review, UCSC adopted three strategies to encourage on-going faculty inquiry into
student learning and educational effectiveness:
UCSC’s Program Review procedures were revised to require faculty to address student learning
objectives and assessment in their programs’ self-studies.
The General Education reform led by the Academic Senate’s Committee on Educational Policy engaged
faculty from all programs in developing campus-wide learning objectives for the GE program and in
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articulating the learning objectives for disciplinary communication appropriate for their individual
programs.
Institutional Research and Policy Studies developed an expanded portfolio of data that is provided as
input to the self-study stage of the program review process, including an analysis of student data from
the regular administration of the UCUES (University of California Undergraduate Experiences Survey).
We mention here several steps taken in the first three years of the period covered by this interim report.
Beginning with the onset of the budget crisis in 2008, it has become more difficult to forward this agenda to
achieve a comprehensive inventory of educational effectiveness indicators that covers all undergraduate
programs.
Program Review
Subsequent to the conclusion of the comprehensive review, UCSC revised its program review procedures to
accomplish several goals—among them the encouragement of more reflective faculty self-studies. Appendix
B (pp. 12-13) lays out the expectations for program self-studies for graduate and undergraduate programs.
Self-studies are expected to provide the educational objectives for the graduate and undergraduate
programs supported by the department under review. For both graduate and undergraduate programs, selfstudies are expected to provide the educational objectives of the program. For the core Bachelor’s degree
programs, responses to the following questions are expected:
•
What are the educational objectives (or student learning outcomes) of the degree programs? Where
are they published?
•
How does the faculty assess whether students graduating from the program regularly achieve those
objectives? How does the program’s comprehensive exit requirement or other “capstone” experience provide
evidence that graduating students achieve the program’s major learning outcomes?
•
How are the educational objectives of service or general education courses defined and communicated
to students? What policies and practices ensure that placement standards, course content, grading
standards, and assessment of student learning are uniform across multiple offerings of the course with
different instructors?
•
Provide an example since the last review of an improvement made to improve some aspect of the
program’s curriculum or course effectiveness. What stimulated the faculty to make the change? What
evidence did they use to guide the development or assessment of the effectiveness of the improvement?
•
What are the faculty’s conclusions based upon the information provided in the undergraduate
major survey?
Self-studies from programs reviewed under the new guidelines are used to update the inventory of
educational effectiveness indicators. A sample of the responses elicited by these questions from recent selfstudies is attached.
GE reform
The Commission’s letter notes (p. 4) that the EER, “appeared to generate internal discussion and evaluation
of the exit requirement, with some reexamination of the use of comprehensive examinations and shifts to
other forms of summative learning assessment.” The Academic Senate’s Committee on Educational Policy
(CEP) reported the results of its review and its recommendations to programs. As noted above, in 2006 CEP
undertook a reform of the undergraduate general education program, to clarify the learning objectives of the
GE program. In initiating the faculty’s discussion, which was to span nearly three academic years, the
committee’s annual report noted that:
“… CEP suggests that in reforming general education we place more emphasis than we currently do on what
is arguably even more important than the content of subject areas: the intellectual skills, ways of learning,
values, etc., that we wish to impart. These could include critical thinking; writing and other communication
skills; quantitative/formal reasoning; research experience; understanding of different cultures; civic
engagement; and ethical exploration.”
The committee’s broad and frequently consultations with faculty and students focused on clarifying learning
goals so that the courses included in the program could be assessed against the educational objectives
embodied by the requirements. From CEP’s 2007-08 annual report:
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Educational reflection
Perhaps the most important outcome of general education reform would be not in the decisions we
make about specific subject areas, ways of learning, etc., but in the culture and the mechanisms we
put into place that contribute to continuous reflection about how well it works. Proposals 9-11 address
this meta-issue.
9. Educational objectives. A strong general education program requires educational objectives that are
significantly detailed, rigorous, and public. Educational objectives with these properties would be the
metric by which faculty proposing or taking over general education courses would understand what
doing so entails. They would similarly be the means by which those approving or reviewing courses
could make consistent and defensible decisions. We further propose that departments be periodically
asked to reflect on whether their general education courses are meeting these educational objectives.
Reflection on this point should be integrated into the regular departmental review process.
Major reports
The University of California Undergraduate Experiences Survey (UCUES) is administered regularly across the
UC system. It includes a set of program-specific questions related to evaluation of instruction, curriculum,
and advising in the major, as well as self-reported gains across a broad range of knowledge skills. Its
results provide a rich database of information that can be correlated with locally-administered surveys for
analysis at both the institutional level and disaggregated by a number of demographic dimensions.
The office of Institutional Research and Policy Studies has developed an effective “major report” that draws
together information from UCUES to provide academic programs with data to stimulate reflection as part of
the self-study process. These reports are not made available publicly. A copy of one for a recently reviewed
program is attached.
Other developments
During this period, the campus has replaced an aging course management system (WebCT) with an
improved collaborative learning environment (Sakai, locally termed eCommons). The expanded functionality
of eCommons provides the capacity for various types of on-line student assessments, including course
evaluations, and the collection of portfolios of student work for review. Full use of the system began in Fall
2010.
As noted elsewhere in this report, the on-going budget crisis has absorbed a good deal of the campus’s
attention. Permanent reductions to the budget of the University have shifted faculty attention from
educational effectiveness to basic capacity concerns. Some programs have been challenged to provide the
capacity in courses needed for students to complete their degrees or qualify for admission to their
programs. Consequently a good deal of attention has been devoted to providing the analytical tools needed
to track curriculum capacity and the progress of students through their programs.
As the campus begins pre-planning for development of an institutional proposal for its next comprehensive
review, it is clear that it will be necessary to return to making progress on the effectiveness agenda that
was initiated by the last review.

Attachments

SelfStudiesProgramEdObjs.pdf

V. Identification of Other Changes and Issues Currently Facing the Institution
Identification of Other Changes and Issues Currently Facing the Institution
Instructions: This brief section should identify any other significant changes that have occurred or issues
that have arisen at the institution (e.g., changes in key personnel, addition of major new programs,
modifications in the governance structure, unanticipated challenges, or significant financial results) that
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are not otherwise described in the preceding section. This information will help the Interim Report
Committee gain a clearer sense of the current status of the institution and understand the context in
which the actions of the institution discussed in the previous section have taken place.

As noted (p. 2) in the Commission’s letter, the winter 2005 Educational Effectiveness Review site visit “was
conducted at a time of considerable institutional transition,” noting that the successful review visit had been
planned under the aegis of an interim Chancellor, Campus Provost, and Accreditation Liaison Officer. The
Commission’s action letter is addressed to Chancellor Denice D. Denton, whose first official day as Chancellor
included the exit meeting with the review team. Tragically, Chancellor Denton died a year later. Stability
in campus leadership was achieved in September 2007 with the permanent appointment of Prof. George R.
Blumenthal as Chancellor.
Despite the challenges of the period immediately following the conclusion of the WASC review, the period
covered by this interim report includes several important positive accomplishments: approval of an updated
Long Range Development Plan and an associated comprehensive settlement with the City and County of
Santa Cruz; development of a campus Strategic Academic Plan; the launching of new doctoral programs; a
substantial increase in externally funded research; and a comprehensive review and revitalization of the
undergraduate general education program.
The recent appointment of Prof. Alison Galloway as Campus Provost and Executive Vice Chancellor has
provided a smooth transition and, from the WASC perspective, continuity of leadership. For most of the
period covered by this report, EVC Galloway served as Vice Provost for Academic Affairs. She was Chair of
the Academic Senate during the WASC EER.
The most challenging current issue facing UC Santa Cruz is the University’s budget crisis. Since 2008, the
campus has coped with a permanent cut to its core budget of $32 million. As the administration has
managed through this difficult period, every effort has been made to lessen the impact on the core of the
academic mission. Nonetheless there have been negative impacts in all academic divisions as well as
academic support and institutional operations. (Cf. http://www.ucsc.edu/budget-update/ )
CP/EVC Galloway has indicated that as she works to stabilize the campus budget after successive years of
budget cuts, addressing curriculum capacity and student retention issues should be a top priority. The
Chancellor's Two Year Goals Statement prioritizes the implementation of the new campus general education
requirements and ensuring adequate curriculum capacity (p. 10).

VI. Concluding Statement
Concluding Statement
Instructions: Reflect on how the institutional responses to the issues raised by the Commission have had
an impact upon the institution, including future steps to be taken.

UCSC successfully used the WASC comprehensive review process to move forward critical campus
discussions at a pivotal time in the campus’s development. The process itself, as noted in the Commission
letter (p. 2), fully included the faculty in the preparation of the review report and the visit itself engaged a
broad spectrum of the campus in serious discussions about future directions and issues for the campus.
Five years on from the conclusion of the review, the campus’s strategic planning continues to show the
influence of those discussions as well as an improved culture of evidence in assessment of its educational
and administrative effectiveness.

VII. Required Documents for all Interim Reports
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Required Documents
Instructions. Attach the following documents:
1. Current catalog(s) [.pdf or link to web-based catalog]
http://reg.ucsc.edu/catalog/index.html
Mission: http://planning.ucsc.edu/acadplan/docs/AcadPlan.Feb08.pdf
2. Summary Data Form (available at www.wascsenior.org/interimreport)
3. Complete set of Required Data Exhibits (available at
www.wascsenior.org/interimreport)
4. Most recent audited financial statements by an independent certified public
accountant or, if a public institution, by the appropriate state agency; management
letters, if any.
5. Organization charts or tables, both administrative and academic, highlighting any
major changes since the last visit.

Attachments

Summary_Data_Form_.doc,

UC_Management_Letter.pdf,

UCSC_Current_Degree_Programs_Dec2010.xls,

UCSC_Org_Charts.pdf,

7.1_Table_Ed_Effec_Indicator_WASC_Interim_Report.pdf,
Concurrent_Accreditation_Documentation.pdf,
UCSC_Data_Exhibits_Interim_Reports.doc,

UCSC_Schedule_10_A_B.pdf,

UC_Annual_Financial_Report_08-09.pdf,
UC_Annual_Financial_Report_09-10.pdf

VIII. Additional Financial Documents
Additional Financial Documents
If any of the issues identified in the Commission's action letter relate to financial management or financial
sustainability, the Interim Report must also include the following documents. Attach them to this page.

1. Financial statements for the current fiscal year including Budgeted and Actual Year-to-Date and
Budgeted and Actual Last Year Totals.
2. Projected budgets for the upcoming three fiscal years, including the key assumptions for each set of
projections.
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optimization) proposed, along with other more general ideas like adding 2-credit
special topics courses (such as a shorter parallel programming introduction for
statisticians), perhaps even taught by students.
We appreciate the opportunity to offer our feedback on the state of the
department, and look forward to being part of its growth in the next few years.
C.

Undergraduate Program

Please describe the philosophy and structure of the undergraduate program, including core
degree programs as well as minors, honors or intensive majors, concentrations, combined
majors, and collaborating majors and minors, addressing the following points:
What are the educational objectives of your undergraduate programs and how are they
assessed? Is the comprehensive exit requirement effective in assessing the program learning
outcomes?
Faculty in AMS practice three kinds of teaching: (1) service teaching, mainly to first- and secondyear undergraduates; (2) teaching in support of an undergraduate major, mainly to third- and
fourth-year undergraduates; and, (3) graduate teaching to M.S. and Ph.D. students. A new
department does not have enough faculty to engage vigorously in all three of these teaching
modes. Thus, at its inception in 2001, AMS chose to concentrate initially on service and graduate
teaching—the former because it is natural for faculty in applied mathematics and statistics to do
their part in educating all of UCSC's undergraduates in these two disciplines; and the latter
because excellence in graduate teaching goes hand in hand with the kind of research excellence
to which we are dedicated.
We want all of our students to understand the core transferable skills [in the sense of The Report
of the Millennium Committee (1998)] in both applied mathematics and statistics. To do this, when
relevant and feasible, we follow the four-step, case-study-based process described in our
approach to graduate instruction.
Many of our students are from the biological, environmental, and health sciences. When teaching
these students, we recognize that for centuries biologists have been expert at measuring and
quantifying. We therefore emphasize that the contribution of quantitative methods (both applied
mathematics and statistics) is to provide a precise framework for reasoning about their problems
(Bangham and Asquith 2001). To be sure, we often have to make this point to students in the
natural sciences and engineering as well.
We offer undergraduate minors in both statistics and applied mathematics; these are described
below. We have proposed a major in applied mathematics and statistics, which is described in
Section III.
Undergraduate Minor in Statistics
We began to offer an undergraduate minor in statistics in 2005-06 (approved in 2004-05).
Statistical knowledge is in increasing demand in the workforce, and our minor allows students to
focus in statistics to complement their learning in another field. Our primary goal is for students to
be able to apply statistical methods correctly and appropriately within the context of other
disciplines. A secondary goal is to provide students who are interested in graduate study in
statistics with a formal track that will give them adequate preparation. For students who wish to
go on to graduate study in statistics, a sound mathematical background is the priority, we
therefore recommend a major in mathematics with a minor in statistics. A statistics minor is a
naturally attractive option for students in bioinformatics, computer science, computer engineering,
ecology and evolutionary biology, economics, electrical engineering, environmental studies,





mathematics, psychology, and sociology. We welcome the interest of all students in combining
the quantitative reasoning of statistics with their other fields of choice.
Our minor requires six lower-division courses and five upper-division or graduate courses. The
lower division courses are:
•AMS 11A/B (Mathematical Methods for Economists) or Economics 11A/B (Mathematical
Methods for Economists) or MATH 11A/B (Calculus with Applications) or MATH 19A/B (Calculus
for Science, Engineering, and Mathematics) or MATH 20A/B (Honors Calculus) or AMS 15A/B
(Case-Study Calculus). The basic two-course calculus sequence is a pre-requisite for many of the
other courses listed below.
•AMS 5 (Statistics). A basic course in statistical concepts where students see both the big picture
and the basic methods for learning from real data; this emphasis on concepts and the big picture
is something that students diving straight into an upper-level mathematical course would
otherwise lack.
OR
AMS 7/7L (Statistical Methods for the Biological, Environmental and Health Sciences). Casestudy-based introduction to statistical methods as practiced in the biological, environmental, and
health sciences. Descriptive methods, experimental design, probability, interval estimation,
hypothesis testing, one- and two-sample problems, power and sample size calculations, simple
correlation and simple linear regression, one-way analysis of variance, categorical data analysis.
A computer-based laboratory course (AMS 7L) in which students gain hands-on experience in
analysis of data sets arising from statistical problem-solving in the biological, environmental, and
health sciences is a co-requisite.
• Bioinformatics 60 (Programming for Biologists and Biochemists), or CS 5C (Introduction to
Programming in C), or CS 5J (Introduction to programming in Java), or CS 5P (Introduction to
programming in Python). Modern statistical analysis relies heavily upon computers, and
programming skills are essential; we expect that students will choose the programming course
most appropriate for their primary major.
• AMS 10 and AMS 20 (Mathematical Methods for Engineers I, II, which includes MATLAB) or
MATH 21 (Linear Algebra). Linear algebra is a basic tool necessary for much of modern statistics,
particularly analysis in higher-dimensional problems.
AND
• MATH 22 (Introduction to Calculus of Several Variables) or MATH 23A (Multivariable
Calculus). Statistical methodology beyond a single dimension requires multivariate calculus.
The upper division and graduate courses are:
• AMS 131 (Introduction to Probability Theory) or Computer Engineering 107 (Mathematical
Methods of Systems Analysis: Stochastic). A calculus-based development of the theory of
probability and random variables; this provides a basis for understanding the methods used in
data analysis.
• AMS 132 (Statistical Inference). This course allows students to delve more deeply into the
mathematical theory behind the analysis of real-world data.
• AMS 147 (Computational Methods and Applications). All modern statistical analyses are
performed using computers, so knowledge of numerical computational methods is highly
important.





•AMS 206 (Bayesian Statistics). Bayesian statistics provides a formal context for quantifying
uncertainty and updating information from data; it is grounded in the original paradigm from the
founding of the field and it is set to be the dominant paradigm in this century; a student who
successfully completes AMS 131 and AMS 132 should be qualified to successfully complete AMS
206.
In addition, one upper-division course is included to link together the statistics minor with the
primary major:
• AMS 198 (Independent Study), or AMS 205 (Mathematical Statistics), or Biomolecular
Engineering 100 (Introduction to Bioinformatics), or Computer Engineering 108 (Data
Compression), or Economics 114 (Advanced Quantitative Methods), or Electrical Engineering
151 (Communications Systems), or Psychology 181 (Psychological Data Analysis), or Sociology
103A (Statistical Methods), or Mathematics 114 (Introduction to Financial Mathematics).
Students are expected to select a course appropriate for their primary major (AMS 205a or 205b
is the most relevant for mathematics majors and/or for those interested in graduate study in
statistics), or they have the option of creating their own independent study if their primary major is
not represented in the above list.
Undergraduate Minor in Applied Mathematics.
This minor mirrors the minor in statistics and has been offered since 2008. The minor in applied
mathematics is designed to provide a recognition for (1) proficiency in modeling real-life problems
using mathematics; and, (2) knowledge of standard practical analytical and numerical methods
for the solution of these models. The focus on modeling real-life systems, as well as the strong
numerical component of the program, is an essential difference with the existing minor in
mathematics.
The minor in applied mathematics is attractive to students who are genuinely interested in
developing analytical and numerical skills for the solution of practical problems in their own
majors. Moreover, it will provide future employers with the guarantee of high quantitative
standards in mathematical modeling, which is a much sought-after skill. An applied mathematics
minor is a natural option for students in such fields as biomolecular engineering, computer
science, computer engineering, earth science, ecology and evolutionary biology, economics,
electrical engineering, environmental studies, mathematics and physics.
The minor requires six lower-division courses (plus, in some cases, one lab class) and five upperdivision courses. The lower-division courses focus on basic concepts and skills:
• MATH 19A and MATH 19B (Calculus for Science, Engineering, and Mathematics). The
basic calculus two-course sequence is a pre-requisite for many of the other courses listed below,
and is already a requirement for most of the majors from which we anticipate attracting students.
• MATH 23A and MATH 23B (Multivariable Calculus). The basic multivariate calculus
sequence, which is again pre-requisite for many of the other courses listed below, and is
already a requirement for most of the majors from which we anticipate attracting students.
• One of the following sequences:
– AMS 10 and AMS 20 (Mathematical Methods for Engineers I and II, which includes
Matlab);
– MATH 21 (Linear Algebra) and MATH 24 (Ordinary Differential Equations) and
AMS 27L (MATLAB for Engineers); or





– PHYS 116A/B/C (Mathematical Methods in Physics) and AMS 27L (MATLAB for Engineers).
These sequences cover material in both linear algebra and ordinary differential equations, and
are prerequisites to some of the upper-division core classes of the minor. The classes are already
part of the requirements of most of the majors from which we anticipate students. The MATLAB
component that is incorporated in the AMS sequence, but needs to be added to the MATH and
PHYS sequences, provides an introduction to programming in MATLAB, which is essential to any
student wishing to continue in the field of applied mathematics, and useful to all others.
Four upper-division courses focus on more advanced topics and skills:
• AMS 131 (Introduction to Probability Theory) or CMPE 107 (Mathematical Methods of
Systems Analysis: Stochastic). Calculus-based development of the theory of probability
and random variables; this provides a basis for understanding the methods used in Stochastic
Modeling, which is widely used in many fields of Engineering and Physical Sciences.
• AMS 114/214 (Introduction to Dynamical systems / Applied Dynamical Systems). An
introduction to the theory of Dynamical Systems and Chaos; this course explores, through
examples from astronomy, biology, engineering and robotics, the qualitative and quantitative
temporal behavior of coupled deterministic systems. The students are given the option of taking
the class at the undergraduate or the graduate level.
• AMS 147 (Computational Methods and Applications) or PHYS 115 (Computational Physics) or
EART 119 (Introduction to Scientific Computing). All modern methods in Applied Mathematics
rely strongly on computations. These courses introduce the basic algorithms for the solution of
linear systems, ordinary differential equations and simple partial differential equations.
• AMS 212A (Applied Mathematical Methods I), or MATH 106B (Partial Differential Equations), or
PHYS 116C (Mathematical Methods in Physics). Analytical methods for the solution of Partial
Differential Equations, which are essential for modeling the spatio-temporal behavior of real-life
phenomena. We note that, although AMS 212A is a graduate course, undergraduates who have
taken the required pre-requisites regularly take the class and perform very well.
Finally, one additional upper-division class is required, and may be selected from a list of
electives that are chosen to provide the students with either more depth of understanding in one
of the above techniques, or more breadth, by introducing new fields that rely strongly on applied
mathematical methods. This list is subject to change when new courses are introduced by AMS
or other relevant programs. Subject to approval by the department, students may also propose
other electives in any field using applied mathematical methods. Some electives are only offered
at the graduate level, but are well suited to the students with the appropriate pre-requisites (i.e.,
the four core courses described above).
What are the educational objectives for service and general education courses?
As described above, our aim in service and general education (AMS 3, 5, 7, 10,11AB, 20, 80,
131, 132, 205a, 206) courses is to show students how mathematical methods provide a precise
framework for reasoning about their own subjects. This requires that students learn the tools and
learn how to use the tools for particular problems in the subject matter. Specifics about each of
the courses can be found at the link provided in the appendix for course listings.
In addition, we believe that students achieve self-actualization through the empowerment of
claiming their own education. In that regard, four key principles underlie our philosophy:
• As much as the material itself, the thought processes that students learn in AMS
courses will stand by them in the future.





• As instructors, we have carefully selected and organized material for the students to
learn and we value their time as much as our own.
• We expect students to conduct focused hard work; there is no success without work.
• Hard work and serious scholarship can be fun.
Many of these ideas are more fully explained in Lee (2007), in the context of inquiry-based
learning in statistics.

What policies and practices ensure uniform placement standards, course content, grading
standards, and assessment of student learning?
We use the placement examination administered by the Department of Mathematics to place
students into our lower level courses and and we are careful not to wave pre-requisites unless it
is fully justified. We rotate faculty through courses at every level; typically no individual teaches
the same course for more than three or four times in succession. We share syllabi and discuss
standards of grading to ensure consistency. We use the standard teaching evaluation forms at
the end of term and conduct mid-term evaluations.
Three of our faculty received the Academic Senate Distinguished Teaching Award between the
time our program started in 2001 and 2008. This is a rate of 1 awards/faculty every third year,
which we consider excellent. To put these numbers in perspective, the number of awards campus
wide varies each year and has been limited to five to seven per year.
How is course and curriculum quality monitored and improved?
Since we are a growing department with minors, graduate program, and a proposed major all
within the last few years, we are in continual discussion about curriculum. At the time of the CLP
process, the faculty in the Statistics Group meet collectively to discuss these issues, and what
pedagogic techniques have worked or have not worked in different educational settings. Faculty
in the Applied Mathematics Group meet in smaller sub-groups to discuss the same issues.
How are students advised and mentored by the department? What measures of student
satisfaction and program effectiveness are used? What are the results?
Please describe other unique aspects of the undergraduate program, such as outreach, tutoring,
internships, or other support activities.
These questions do not apply at the current time, since we have no undergraduate majors.
Answers to them can be found in our proposal for a major (see Section III). At the time of our
next external review, eight years hence, we hope to have considerable experience and data
pertaining to these questions.
D.

Administrative Staffing, Equipment, and Space

Please address the adequacy of administrative support resources, including staffing, equipment,
instructional technology, and space.
Our administrative team functions well with the current model of shared support services utilized
in the JBSoE.
The JBSoE 10-year plan reflects an estimate of approximately 650 asf per faculty member. At
least one of our faculty members conducted wet lab experiments prior to coming to AMS, as well





as mathematical modeling, and this person requires additional wet lab space of approximately
250 asf (not yet provided). The JBSoE 10-year plan uses an estimate of approximately 100 asf
per student. By 2011-12, for example, we expect to have 16 AMS faculty and approximately 43
graduate students; our total space need will then be about 15,000 asf.
Cooperation between AMS and the Department of Mathematics
We have cooperated, and continue to cooperate, with the Department of Mathematics; such
cooperation is good for both departments.
Beginning at the time the AMS program was founded in 2001, we undertook a yearly process of
joint curriculum planning with the Department of Mathematics. This mainly concentrated on lowerand upper-division mathematics classes. As our graduate offerings expand, we look forward to
additional joint curriculum planning with mathematics, to avoid duplication of effort, and to ensure
when possible that multiple points of emphasis on topics such as partial differential equations are
available to the combined population of graduate students at UCSC with mathematical interests.
We are pleased to invite members of the Department of Mathematics for Associate Faculty status
in our graduate program.
We emphasize, however, that AMS and the Department of Mathematics are, and must remain,
separate. The research traditions and foci of faculty in AMS and in the Department of
Mathematics are fundamentally different. As described above, many leading universities in the
U.S. and the rest of the world have chosen to locate their pure Mathematics and Applied
Mathematics Groups in separate administrative units. Other examples include: University of
Colorado (Graham Diamond public, ranked #10), Cal Tech (Graham Diamond private, ranked
#10), Cornell (Graham Diamond private, ranked #13), University of Washington (Graham
Diamond public rank #14), and Northwestern (Graham Diamond private, ranked #10). It is our
intention to join this group of top 20 schools by the time of our next external review.
II.

CRITICAL ISSUES AND STRATEGIES

The department should identify one to three critical issues that they plan to address during the
coming review cycle. These issues may be ones that focus on aspects of the faculty research,
graduate or undergraduate programs (i.e. fall within one of the categories cited above), or may
crosscut these categories. Examples of the latter category would be to increase diversity
throughout the department or to reorient the focus of the department to meet changes within the
discipline.
The departmental discussion should include two parts: 1) the identification of the problem, scope
and ramifications of the issue, and supporting evidence; and 2) a strategy by which the
department plans to address this issue. Although the department should bear in mind the
available resources, this is also an opportunity to present arguments for funding adjustments.
Departmental initiatives to generate external funding should also be presented.
As described above, during the last eight years we developed a strategy to serve the academic
needs of JBSoE and the campus, as well as our own academic programs. We have developed a
number of innovative courses, mostly lower division or graduate classes, and are about to do the
same with an innovative undergraduate major (see next section). Some of these courses attract
large audiences around campus, e.g. AMS 5. Some are designed for specific audiences, such as
AMS 7, for majors in the areas of biology, environmental studies, and health sciences or the
sequence of 10, 10A, 20 and 20A, for engineering students. We currently offer a curriculum of
about fifty different classes, most of which did not exist when AMS began operating as a program.
One of the best examples of innovation and success is the graduate class, AMS 206, on
Bayesian statistical methods. Every year it attracts in excess of forty students, from engineering,
economics, and physical and biological sciences.
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The bioinformatics graduate student cohort is limited primarily by financial support, particularly
for foreign students. There are many first-rate foreign students to whom we can't afford to make
offers, and therefore, we generally only admit one foreign student per year. Our domestic pool is
very strong, and we usually attract 10 Ph.D. and 5-10 masters candidates a year into the program.
Our yield; however, is likely lower than peer programs because we cannot make financial offers
as attractive as those from other institutions. Furthermore, increasing the size of our bioinformatics faculty (now only six) would give potential students more choices and make UCSC more
attractive.
The biomolecular engineering faculty (those utilizing molecular biology/wet labs for their research) are currently limited by the size and quality of the applicant pool. Because the biomolecular engineering graduate program is not yet approved, there are few students in the current pool of bioinformatics applicants with suitable backgrounds and interests for the BME faculty.

Please describe the TA training program. How is it assessed, and is the program successful?
Many of our graduate students choose to pursue teaching assistant (TA) opportunities and training.
Currently our department has few TAships to offer, although some of our graduate students end up
serving as teaching assistants for courses in other departments, such as Biology, Applied Mathematics and Statistics, and Computer Engineering. The TA training program is a quarter-long
course (BME 200) that meets for two hours weekly each fall and is required for all graduate students. A more complete description of the course, and syllabus pages for each quarter, can be
found on the web at http://www.soe.ucsc.edu/courses/course?bme200.
Faculty in the department who have had TAs have generally been pleased with their preparation,
competence, and diligence. Forms are distributed at the end of each BME class allowing student
evaluation of TAs, but student participation in TA surveys is often limited. This, and the distribution of our TAs across several departments and schools, makes formal assessment difficult, although some of the TAs have been praised for their competence. Based on this we conclude that
the training we provide is working and sufficient; we feel that additional TA opportunities will
be desirable as the number of classes grow, particularly to support laboratory/hands-on classes.
This would also open channels for more graduate students to benefit from TAing as an important
opportunity for professional preparation (instruction practice), and more formal assessment.
I C. Undergraduate Program
Please describe the philosophy and structure of the undergraduate program, including core
degree programs, as well as minors, honors or intensive majors, concentrations, combined
majors, and collaborating majors and minors.
The Biomolecular Engineering Department offers a B.S. degree and a minor in bioinformatics. It
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also co-sponsors the B.S. in bioengineering program with the Departments of Computer Engineering, Electrical Engineering, and Molecular, Cell, and Developmental (MCD) Biology.
Bioinformatics
The bioinformatics major is intended for students who wish to become bioinformaticians, and to
create the tools needed to solve new problems in computational biology. The bioinformatics minor is intended primarily for bioinformatics tool users who are majoring in a biological or physical science. The bioinformatics minor is also appropriate for computer science or computer engineering majors who are considering graduate work in bioinformatics.
Admission to the bioinformatics major is selective. First-year applicants may receive direct admission at the time they apply to UCSC, based on their high school record and test scores. Admission to the bioinformatics major after a student has entered UCSC is based on performance in
courses offered by the Jack Baskin School of Engineering and the Division of Physical and Biological Sciences (the BSOE GPA). Due to the required graduate courses in the senior year, a Jack
Baskin School of Engineering GPA of 2.9 or better is expected at the time of major declaration.
Students who do not make adequate progress in the major (normally passing six required courses
per year) are disqualified from the major.
Bioengineering
The UC Santa Cruz Bachelor of Science degree in bioengineering prepares graduates for a career
at the interfaces between engineering, medicine, and biology. Bioengineering is a particularly
broad discipline. To guide students in their study, the faculty have developed three concentrations: bioelectronics, biomolecular engineering, and rehabilitation. BME faculty are principally
responsible for the biomolecular engineering concentration, which attracts students interested in
some of our department's specialties, including drug design and biomolecular sensors. Admission
to the major is selective. First-year applicants may receive direct admission at the time they apply to UCSC, based on their high school record and test scores. Admission to the bioengineering
major after a student has entered UCSC is based on the BSOE GPA. A BSOE GPA of 2.5 or better is expected at the time of major declaration.
Because of the breadth of requirements, majors are urged to take honors courses whenever possible, to maximize their depth of exposure to each constituent field. The first graduates of the
bioengineering major will complete their degrees in 2010; therefore, we do not yet have exit survey information from our students.
What are the educational objectives of your undergraduate programs and how are they
assessed? Is the comprehensive exit requirement effective in assessing the program learning outcomes?
The undergraduate bioinformatics degree program prepares students for graduate school or a career in the pharmaceutical or biotechnology industries. The immense growth of biological information stored in computerized databases has led to a critical need for people who can understand
the languages, tools, and techniques of statistics, science, and engineering. A classically trained
scientist may be unfamiliar with the statistics and algorithmic knowledge required in this field. A
classically trained engineer may be unfamiliar with the chemistry and biology that is required.
Thus, this program strives for a balance of the two, an engineer focused on the problems of the
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underlying science or, conversely, a scientist focused on the use of engineering tools for analysis
and discovery. The undergraduate degree program in bioinformatics builds a foundation in the
constituent areas of the field. Students complete core sequences in mathematics (including calculus, statistics, and discrete mathematics), science (including biology, chemistry, and biochemistry), and engineering (including programming, algorithms, and databases). Because bioinformatics is focused on applied science, students are encouraged to participate in research as early as
possible during their undergraduate years.
The undergraduate bioengineering degree prepares students for graduate school, professional
school, and industry careers in pharmaceutical science and instrument development. UCSC bioengineering graduates will have a thorough grounding in the principles and practices of bioengineering, and in the scientific and mathematical principles upon which these principles and practices are built. Students complete core courses in molecular biomechanics, introduction to biotechnology, programming and computational biology tools. New courses in protein engineering
and cell and tissue engineering will also be introduced, contingent on recruitment of faculty in
protein engineering. These new courses will have a laboratory component to expose students to
the development and application of engineering devices for molecular manipulation and analysis.
Beginning in the spring quarter of 2007, the Jack Baskin School of Engineering implemented a
comprehensive exit survey for all undergraduate students. This is intended to provide data with
regard to student success in job and graduate school placement. Although the data for only a single class was available at the time of this self-study, we analyzed the responses of the five students who filled out an exit form last year.
Three of the five students had been accepted into bioinformatics doctoral programs (one at UC
San Francisco, and two to UC San Diego). This reflects the program’s emphasis on building careers in academics and the pursuit of a bioinformatics major as a stepping stone to graduate work.
One student was employed as a software developer for database applications. The fifth student
was still searching for a job. Interestingly, the student who was still looking had not participated
in research as an undergraduate, but had instead participated in outside internships.
Since the inception of the program, the BME Department has used several capstone courses to
satisfy the comprehensive examination requirement for bioinformatics. Undergraduates are required to take upper-division, research-oriented courses, such as Computational Genomics and
Protein Bioinformatics. These courses are also taken by first and second year graduate students,
and therefore expose the undergraduates to working with masters and doctoral degree students.
Studies have shown that students and faculty consider participation in research one of the most
valuable experiences of a student’s undergraduate career.
For the bioengineering major, all students must complete a senior design project as part of a multidisciplinary team solving a current problem. Students may satisfy this requirement with research in a faculty laboratory, or by forming a student team to address a problem. The project
proposal must be approved by the bioengineering undergraduate director as a bioengineering
project.
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What are the educational objectives for service and general education courses?
The BME Department provides several general education courses as service courses targeted for
students in the biosciences. These include BME5, Introduction to Biotechnology, and BME80H,
The Human Genome. BME80H is our greatest contribution to general education. The department
also offers BME110, Computational Biology Tools, a course to train biology students in the use
of bioinformatics algorithms to investigate relevant problems in molecular biology (e.g., the use
of sequence alignment and searching methods available online). The department also teaches an
introductory level programming course (BME60), especially designed for undergraduates in the
biosciences. The course teaches the students how to write programs for manipulating complex
file formats, calling web servers for off-line processing, and calculating statistics on large-scale
datasets. All examples are taken from problems in molecular biology (e.g., analysis of proteinprotein interaction networks, calling remote NCBI BLAST and Genbank services). We are planning to offer a new 2-unit course in fall 2009 that will be a required supplement to Crown College’s first year writing class. This course will introduce students to scientific and engineering
foundations of the genetic revolution.
The BME Department co-sponsors a course with the Philosophy Department entitled Bioethics in
the 21st Century: Science, Business, and Society. This course attracts approximately 230 students
each fall term. It serves science and non-science majors interested in bioethics. Guest speakers
and instructors lead discussions of ethical questions that have arisen from research in genetics,
medicine, and industries supported by this knowledge. Students receive in-depth training in Utilitarianism and Kantianism, the philosophical foundations of Western ethics.
What policies and practices ensure uniform placement standards, course content, grading
standards, and assessment of student learning?
Course content is determined by the individual faculty member guided by the catalog description
for the course and the syllabi of previous offerings of the course. Likewise, the syllabi of past
courses can be reviewed to determine if an individual faculty member is covering the expected
material. The BME Department does not publish or enforce any grading standards. Assessment
of student learning is up to the faculty member. If there are serious problems with a course, it
will be revealed by insufficient preparation of students in subsequent courses.
How is course and curriculum quality monitored and improved?
Course quality is monitored via the “Course and Instructor Evaluation Forms” administered to all
classes at the end of the term. In addition, faculty informally review each other’s courses since
most courses are taught regularly by more than one faculty member. Course change and improvement generally results from faculty dissatisfaction, and is driven by the faculty responsible
for the course. The curriculum is reviewed annually by the undergraduate curriculum committee
to adjust for changes in courses offered by other departments and to rebalance the mix of different disciplines. New electives are added almost every year, although this growth will slow due to
the current hiring freeze.

12

How are students advised and mentored by the department? What measures of student satisfaction and program effectiveness are used? What are the results?
A central undergraduate advising office handles advising in the Jack Baskin School of Engineering. In addition, every bioinformatics or bioengineering student is assigned a faculty advisor and
is required to meet with the faculty advisor to formulate a program of proposed course work that
meets the major requirements. As mentioned above, the school has begun conducting an exit
survey for all Engineering students so that measures of satisfaction can be assessed. On the survey, students are asked to rate faculty advising on a scale from 1 to 5 (5 being the best). One student rated the experience as positive (4 out of 5) and said the advising was “Very good and always helpful”, but that “[Faculty were] sometimes just hard to approach because of their reputation.” The student rating it the lowest (1 out of 5) said he never used the advisor for advising.
The other three students that took the exit survey rated faculty advising as 5, 5, and 3. The
school’s undergraduate advising office achieved even better marks from the students, with ratings of 5, 5, 5, 4, and 4. The students seemed generally impressed with the advising they received from the undergraduate advisors. Therefore, if faculty undergraduate advising is needed,
outreach efforts in this area may be worthwhile to give students confidence in seeking faculty
advising. Another source of information regarding student satisfaction is the Course and Instructor Evaluation Forms for each course. This information; however, is not currently collected into a
form that can be used to reflect on student satisfaction with the department as a whole.
Recent enrollment trajectory
Since 2003, the number of total undergraduate majors in bioinformatics has reached a steady
state of approximately 23 students (±2). The applications for enrollment and transfer into the bioinformatics program peaked in the fall of 2005 when 134 applications were received (87%
freshmen). This large number of applications was a direct result of the announcement of the
(then) new bioinformatics program by the UCSC public relations office. Since that time, applications returned to approximately half that number (81 in 2006, 77 in 2007). Coinciding with the
introduction of the new bioengineering major, the number of applications received was significantly lower than previous years. The numbers fell to 22 in 2008, and 23 for the projected incoming 2009 class. We suspect this drop is due to potential applicants to the bioinformatics program applying to the new bioengineering major. The incoming class for bioengineering is expected to be around 60 freshmen, which exceeds all incoming class sizes in the history of the
bioinformatics major. We expect that the influx of applications to bioengineering, and concomitant efflux from bioinformatics is strongly influenced by the press announcement of the new bioengineering degree. However, we also anticipate that the numbers reflect a shift in interest to
bioengineering, and are therefore keen to adapt resources to this changing demand as necessary.
The enrollment data suggest that campus announcements promote major fields of study (especially new programs) can lead to a dramatic increase in the number of applications. Thus, if finances are available investment in positive advertising for existing programs should be considered an important priority.
Please describe other unique aspects of the undergraduate program, such as outreach, tutoring, internships, or other support activities.
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The BSOE works closely with the campus admissions and outreach office to promote the undergraduate programs within BME. Campus outreach representatives conduct school visits and attend college fairs throughout the State of California. In 2006, the BSOE hired an admissions outreach coordinator, who works collaboratively with the campus efforts to promote BME and the
BSOE. BME engages in outreach efforts at several levels, including K-12, high school and
community college, career opportunities, identifying research opportunities for underrepresented
groups, and community-building. Each of these areas is discussed briefly below.
K-12. BME supports two of the most successful BSOE K-12 outreach programs, CAMP (California Alliance for Minority Participation) and MESA (Mathematics, Engineering, Science
Achievement Schools Program).
High school and community college. The BSOE outreach efforts focus on visiting math/science
magnet schools, local high schools and regional community colleges to recruit students. BSOE
representatives participate in community college Transfer Days and conduct visits to community
college Transfer Centers where students are provided counseling and advice on their preparation
through individual appointments. An important component of our outreach strategy in recent
years has been to increase and improve the number of foundation courses articulated between
BSOE and California community colleges. In recent years we have worked to increase the pipeline of students from Cabrillo College, Hartnell College, the Foothill-DeAnza Community College district, and most recently Monterey Peninsula College. Finally, the BSOE, in conjunction
with UCSC admissions, offers a Transfer Admissions Guarantee (TAG) for the BME major for
those community college transfer students who meet the academic criteria at the time of application. The Center for Biomolecular Science and Engineering (CBSE) employs an associate director for diversity outreach who works with students from K-12 through university, and educates
them about the human genome project.
Outreach efforts also include opportunities to visit the campus and the BSOE, such as Preview
Day held annually in October. In the spring, the BSOE hosts a number of open house tours in
late May through April that allow prospective students and families to visit the campus and tour
the school. These tours are led by engineering student ambassadors. Explore Engineering Day
was instituted three years ago in the spring and targets admitted students.
The BSOE Undergraduate Advising Office, the UCSC ACCESS program, and the CBSE Office
of Diversity are collaboratively working with Gavilan, Hartnell, and Cabrillo Colleges in order to
increase the transfer rate of their science and engineering students to UCSC. Additional outreach
to potential transfer students is done by the BSOE initiative DEEP (Developing Effective Engineering Pathways), an NSF funded project that creates pathways from two Silicon Valley schools,
Foothill and De Anza Community Colleges, for transfer to BSOE. Several BME faculty have
also participated in the COSMOS summer program. COSMOS is a four-week residential program for talented and motivated students completing grades eight through twelve. Students work
side-by-side with university researchers and faculty, exploring advanced topics that extend beyond the typical high school curriculum. COSMOS courses are hands-on and lab intensive, emphasizing current research underway at the University of California.
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Career opportunities. Internships are currently handled centrally by the campus's Career Center.
In addition, the Baskin School of Engineering Undergraduate Office sends students a weekly enewsletter that includes announcements about recently added internship opportunities. Internship programs and opportunities are key topics under review by the Associate Dean of Undergraduate Affairs in the Jack Baskin School of Engineering. The Undergraduate Advising Office
is working to make the internship opportunities available to BSOE students more visible and to
better track placements. In addition, they are working to establish more recurring internship opportunities for BSOE students. In addition to the campus based research and mentoring opportunities, BSOE works closely with the UCSC Career Center to connect students to job and internship opportunities. Currently opportunities are advertised to students both through a weekly enewsletter, and now more recently to a jobs listserv set up only for BSOE students. We are continuing to explore ways to connect the efforts of our career center, our development office, our
alumni and our students to expand the experiential education opportunities available to BSOE
students.
Tutoring and research training for underrepresented groups. BME undergraduate advisors direct
students to a number of support services that are offered through the Jack Baskin School of Engineering, such as the tutoring and peer mentoring provided by the ACE, CAMP, and
MEP/MESA. BME faculty participate in the MARC (Minority Access to Research Careers).
This program offers research training to help prepare students for successful entry into Ph.D. or
Ph.D./M.D. graduate programs. Additional research training and financial support for BME undergraduates is available through the CBSE Research Mentoring Institute (RMI). The RMI supports undergraduate research in bioinformatics through scholarships and a mentored academic
enrichment program that prepares upper division students for graduate school. UCSC has also
submitted a NIH grant to support an Initiative for Maximizing Student Diversity program to support 23 undergraduate students in the biomedical sciences. The goal of the program is to train
underrepresented minority students for research careers. Success is measured by the number of
undergraduates who enroll in and complete the Ph.D. During the last eight years, 35 students
from the UCSC programs have attained Ph.D.s either here or at other campuses. Another 37 are
currently enrolled in Ph.D. programs. BME students also have access to campus wide academic
resources such as Modified Supplemental Instruction (MSI), Services for Transfer and Reentry
Students (STARS), and Education Opportunity Programs (EOP). In addition to the year round
mentored research training offered by the CBSE RMI, the UCSC Summer Undergraduate Research Fellowship in Information Technology (SURF-IT), an NSF REU, offers opportunities for
participation in intensive and personalized summer program with a focus on women, minority,
and disadvantaged undergraduates.
Orientation and community-building events. Biomolecular engineering students who matriculate
at the UCSC BSOE are invited to participate in the comprehensive UCSC Summer Orientation
program, which includes an orientation session with the Associate Dean of Undergraduate Affairs and the BSOE Advising Staff. At that time, students are introduced to the range of academic support programs available to them, including, but not limited to, the Academic Excellence Program (ACE), Modified Supplemental Instruction (MSI), and other programs operated
by the campus based Academic Resource Center (ARC).
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The BME Department hosts several community building events to increase dialogue between
undergraduates, graduates, postdoctoral scholars and faculty. Quarterly lunches are run by the
faculty to which all students are invited. Weekly bread and tea hour is held every Friday, providing an informal environment for students to discuss their research and foster new interactions
across labs.
I D. Administrative Staffing, Equipment, and Space
Staffing
Administrative staffing for departments in the Jack Baskin School of Engineering is organized
centrally through the dean’s office, with department management, graduate advising, instructional support, and payroll staff located on the second floor of Engineering 2 Building (E2). The
dean’s office, academic human resources, research accounting, grant support, facilities, and undergraduate advising staff are located in the Jack Baskin Engineering Building (BE). Since the
majority of faculty offices are located in the Physical Sciences Building (PSB), location of the
administrative staff in BE and E2 this is a hardship and deprives the faculty of support services,
which are more readily available to faculty in other departments. Currently 100% of one assistant department manager is dedicated to support BME, along with 33-50% of a second assistant
manager. A senior department manager closely supervises the work of the assistant department
managers, and is responsible for a variety of financial, educational and business support services,
instructional support and scheduling, academic and non-academic employment, graduate advising, and academic payroll. Other core support services are provided by the administrative group
associated with the Office of the Dean of BSOE. These include research accountants assigned to
cover BME faculty members, human resources support for academic and non-academic personnel, and a consultant for grants coordination and development.
The current staffing levels are designed to support the logistical needs of BSOE and the BME
Department particularly with respect to financial, teaching and human resource matters, such as
personnel reviews and academic recruitments. However, they are not staffed at a level to provide
support for research and education related research activities (grant proposals, meetings, or
symposia). The faculty believe that they could improve the quality of educational activities and
be more efficient in securing outside funding for research, if they had access to additional administrative support for research related endeavors. Activities that would benefit from such support
include: coordination of internship programs; organization of seminars, conferences, and workshops; management of outreach and publicity efforts; coordination of communication and paperwork involving vendors and contractors; coordination with other university units such as facilities, contracts, and grants management; and web site support. Without this support, faculty
are forced to devise their own solutions, leading to redundant, costly, and inefficient solutions
that would be better performed by dedicated administrative staff. At competing institutions, such
activities are usually included as responsibilities of the department manager. The faculty has
proposed that each faculty member who exceeds a threshold level of direct extramural research
funding (e.g., $250K/year) should be entitled to a fraction (e.g., 25%) of the time of an assistant
department manager to support these kinds of activities. The department further proposes that
the salaries be paid for from grant overhead as is the case at competing institutions (discussed
below).
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and that the appointments would be full-time. We have also had several visiting graduate students and
non-postdoctoral scholars.

3. Undergraduate Program
The C&B faculty members are strongly committed to providing high quality instruction to
undergraduates, and continue to provide substantial service curriculum to the campus at large and to the
PBSci Division and SOE in particular. C&B offers a wide range of undergraduate classes (Appendices III3), including lower-division courses serving our own and other undergraduate majors and upper-division
courses and elective courses for our own majors (and other undergraduate majors).

Curricular Offerings and Unique Program Aspects
Chemistry: The C&B Department offers a B.A. in Chemistry, a B.S. in Chemistry (American
Chemical Society certified), a B.S. in Chemistry with a biochemistry track, and a B.S. in Chemistry with an
emphasis in environmental chemistry (Appendix III-1; Undergraduate Handbook). The C&B Department
also offers in collaboration with MCD Biology, a B.S. degree in Biochemistry and Molecular Biology
(BMB). We also offer a minor in Chemistry. There is considerable overlap in the required courses for all
the major pathways and degrees at the lower-division and organic chemistry levels. The B.S. degree in
Chemistry is intended primarily for students who wish to pursue professional careers in chemistry or in a
closely related field. The B.A. Chemistry degree is intended for those students who wish to major in
chemistry but retain some flexibility, including pursuing a double major or a minor in another program. In
addition, we routinely have some students choose chemistry as a major late in their academic careers,
and the B.A. degree path affords those students a solid background in the discipline should they choose
to pursue an advanced degree or employment in industry. For the B.A. degree, students take the 108 or
the 112 Organic Chemistry series (B.S. students are required to take the 112 series or the 108 series and
143) and the Math 11 series (vs. Math 19 for the B.S. degree); the B.A. degree also does not require
statistical mechanics (163C). The overall number of declared majors in Chemistry and BMB combined
increased from 123 to 191 between 1998 and 2007 (Appendix IV-6). In fall 2009, 117 out of 220 (53%)
declared majors were pursuing a BMB B.S. degree, 70 out of 220 (31.8%) majors were engaged in
programs aimed at earning a Chemistry B.S. degree, with the remainder, 33 (15%), pursuing a B.A.
degree. Between 2002-2003 and 2007-2008, 15 students pursued a Chemistry minor (Appendix III-7).
There is no senior comprehensive requirement for the minor. Discussions are taking place to develop a
Chemistry major/Education minor or Chemistry with an education track in collaboration with the California
Teach Initiative.
All Chemistry majors are required to take a backbone series of courses in chemistry and related
sciences, including mathematics and physics. Our curriculum is in part defined by the need to meet
American Chemical Society certification requirements, and by consensus on what constitutes a sound
academic program in chemical science. Course requirements for the chemistry major are detailed in the
UCSC general catalog (Appendix III-2) and the Chemistry major Undergraduate Handbook (Appendix IIII). The core series of courses is supplemented by elective courses that serve to distinguish the various
tracks within the major. For all tracks, in conformity with the original UCSC charter, all students must pass
a Senior Comprehensive requirement in order to graduate. The Senior Comprehensive requirement may
be met in one of two ways: submission of a written thesis to the faculty sponsor at the conclusion of the
senior research project (Course 180A-B-C; now 195 series) or the submission of a written report on a
topic from the literature, mutually agreed upon by the student and faculty sponsor.
Biochemistry and Molecular Biology (BMB). As noted above, C&B participates in and administers
the interdisciplinary BMB degree program. This program was established at UCSC in 1982 as a B.A.
program, administered by a Faculty Supervisory Committee comprised of members of the (then)
Chemistry and Biology departments. Effective 1995-1996, with Academic Senate Committee on
Educational Policy approval and with no changes to its curriculum, the BMB degree became a Bachelor
of Science (B.S.). The BMB degree program is quite popular and attractive to students, with a current
pool of around 300 committed and interested majors. The program centers on rigorous quantitative
studies of biological systems, accomplished by an integrated curriculum in chemistry, biology,
mathematics and physics. It provides a strong foundation for graduate study in many health-related fields,
including medicine, veterinary medicine, dentistry, pharmacy or public health. BMB students, as are
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Chemistry students, are strongly encouraged to become involved in research under the guidance of a
faculty sponsor.
Research experience. Many students consider research opportunities as the most rewarding
aspect of their undergraduate career. The faculty also find such mentoring especially rewarding. Funding
for student-initiated research projects comes from faculty funding sources. In the three-year period ending
with spring 2008, 180 undergraduate degrees in Chemistry and BMB were awarded and 54 (30%) of
these students wrote a senior thesis involving original research. In 2007-2008, 62% undergraduates in
C&B and BMB carried out undergraduate research in individual PIs’ laboratories (Appendix III-6).
Undergraduates have been co-authors on 47 papers published between 2005-2008 by C&B faculty
(Appendix III-6).

Service Curriculum and General Education Courses
A large part of our undergraduate curriculum is devoted to providing core classes for other
departments in the PBSci Division as well as to departments in other divisions. These include the General
Chemistry and 108 Organic Chemistry lecture and lab core courses. In the last several years, the
enrollment in these courses has increased very rapidly with the overall increase in undergraduate
enrollment on campus and additional offerings of both series have been required (Appendix I-7b). Figure
6 shows the number of students in the various majors dependent on General Chemistry, Organic
Chemistry and Physical Chemistry series in fall of 2008. This heavy course load has created a significant
burden on the faculty and left little room for curricular development and augmentation of graduate and
undergraduate courses. The introductory General Chemistry series (Chem 1A-C) currently fulfills two of
the UCSC general education requirements (“introduction to natural sciences” and “quantitative”); new
general education requirements have just been approved and the designation of our courses is being
reviewed. One chemistry course, 80H – Introduction to Chemistry of Wines, offered in 2001-2002 and
2008-2009 (both outside the review period), fulfills the “topical” general education requirement. Three
other “topical” general education courses, Chemistry 80A – Understanding Drugs, offered 2002-03
through 2005-06, Chem 80A – Chemistry of Nutrition: Concepts & Controversy, offered in 2002-03, and
st
Chem 80G – Bioethics in the 21 Century, offered 2002-03 and 2003-4, were taught by outside lecturers,
st
All have been discontinued due to limited resources. Chem 80G – Bioethics in the 21 Century is now
supported by SOE, with partial support from Philosophy. Due to limited resources for outside lecturers,
other general education classes are rarely offered, as needs for our faculty are balanced between
instruction to our majors and graduate students and providing service curriculum to the general student
population.
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Figure 6. Number of students in various majors and tracks enrolling in General Chemistry, Organic Chemistry and
Physical Chemistry in 2007-2008.

Monitoring the Quality of the Curriculum
Chemistry: The course requirements and curriculum quality are routinely reviewed by the
Departmental Curriculum Committee. The senior laboratory staff works in collaboration with the
Department manager and the Chair on the design and implementation of laboratory course offerings.
Issues concerning curriculum relevance, safety, economics, and environmental impact are effectively
addressed. Since many of our introductory courses extend over multiple quarters, there is broad
consultation among the faculty involved in a given series on course content. In the last couple of years we
made several changes to our curriculum to meet increased student enrollment and academic needs. We
instituted a change in our General Chemistry curriculum, requiring all students to take all three courses,
1A, 1B and 1C (students scoring 5 on the Chemistry AP placement exam were allowed to skip 1A). In
prior years, a sufficiently high score on a placement exam allowed students to skip Chem 1A, which was
at the time structured as a remedial class. We instituted a new preparatory three-unit class, Chemistry
1P, offered in the fall and summer, intended to cover the basics for students not ready for Chemistry 1A.
We also changed the timing of our offerings to ensure that all students in good standing would be able to
complete introductory chemistry by the spring of their first year or the fall of their second year. These
changes allowed 1) the “new” General Chemistry series meet the needs of the Health Sciences majors,
namely, to take three introductory chemistry courses in order to meet the requirements of most medical
schools (the change in our curriculum was in large part driven by this need), 2) the topics to be taught at a
rigorous level in all three classes, thus providing an outstanding chemistry education for our students, 3)
the Department to maximize the use of classroom and laboratory space, and 4) with Chemistry 1P, all
students, regardless of background, the opportunity to get a rigorous and modern chemistry education.
Last fall we also instituted a disqualification policy for all of our undergraduate major pathways,
including Chemistry (BS), Biochemistry (BS) and Chemistry (BA). This policy states that students who
receive more than one No Pass, D, and/or F in any combination of Chem 1A-1C, Chem 108A-B,
Chemistry 112A-C, Chem 163A-B, Math 11A-B, Math 19A-B, Math 22, Physics 5A-C or Physics 6A-C will
not be permitted to pursue any of the chemistry degrees. Ana analogous policy was already in effect for
BMB. The goals were fourfold: 1) We wanted to encourage excellent study skills so that students would
be fully prepared for their upper-division courses; 2) We wished to flag students who were encountering
serious difficulties so that we might intervene before they fell too far behind in their major; 3) We wanted
to maintain a high academic level within Chemistry courses, especially at the upper-division level; and 4)
For those rare cases where students simply could not pass lower-division or beginning upper-division
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courses, we wanted to intervene early so that they might find a more suitable major. The effects of this
policy are still to be seen but a similar policy in the MCD and EEB Biology departments has worked well.
Biochemistry and Molecular Biology. In 2007, the Departments of C&B and MCD Biology
reviewed the governance structure of the BMB program and major and have proposed several
amendments to the charter, including that academic oversight be provided by a three-member
Supervisory Committee, a BMB coordinator and both departments’ representatives, typically their
undergraduate curriculum chairperson (in years past, a BMB coordinator has been in charge of the
oversight of the program). The responsibility of the Supervisory Committee would be to ensure the
general health and vitality of the BMB undergraduate degree program, including overseeing
undergraduate thesis and other research opportunities. All C&B and MCD Biology ladder faculty teaching
courses required of BMB students are considered sponsoring faculty for purposes of academic advising
and research mentoring, with additional sponsoring faculty being drawn from within the ladder ranks of
the co-sponsoring departments. In addition to the changes in governance structure, the following
curricular changes were proposed: 1) the establishment of a minimum GPA requirement, with GPA of 3.0
(B) or greater being required in lower-division courses for admission to the BMB major, 2) a grade of B or
better in Biochemistry 100A. These proposals, which need Committee on Educational Policy approval,
were put forth in order to maintain the high academic level of the BMB major and to prevent attrition from
the BMB major into other majors late in the course of study.
This year we received an approval for a proposal having a series of upper-division laboratory
courses, together, satisfy the Writing Intensive Requirement for Chemistry majors. Each course
incorporates writing assignments to address the assumptions and conventions of writing in the discipline.
Additionally, a writing designation for the senior thesis and a biochemistry laboratory course was
approved. These changes were put in place to strengthen the writing of our students in the discipline to
better prepare them for academic or other scientific career paths.
During the annual curriculum planning process, an effort is made to balance the offerings of
lecture, laboratory, seminars, lower-division, upper-division, and graduate courses. Attention is also
directed toward utilizing the available Teaching Assistant resources in a balanced fashion. To ensure that
students in our undergraduate teaching labs receive training in contemporary techniques and
methodologies, the relevance of the course curricula and equipment are regularly evaluated by the
instructional and laboratory staff. The purchase of new laboratory equipment and replacement of obsolete
equipment has been possible over recent years through an annual Instructional Equipment Replacement
(IER) budget from the PBSci Division. Students in upper-division laboratory courses are provided
supervised access to research instrumentation (e.g., 500 MHz NMR, mass spectrometers, a fluorescence
spectrometer, an atomic absorption spectrometer, computer workstations, etc).

Advising, Mentoring, Measures of Student Satisfaction and Program Effectiveness
The morale among our Chemistry and BMB undergraduate majors is high. Students make
positive comments about the program on course evaluation forms, apply to do research with individual
faculty, and generally enjoy frequent and productive interaction with the faculty. Until now advising for
students taking Chemistry or BMB courses has been coordinated by the C&B Staff Undergraduate
Advisor. In the fall of 2009, undergraduate advising and analysis and data support functions of the
undergraduate advising and instructional services will be done centrally in the PBSci Division, in close
consultation with departments. In addition, the Chair of the BMB program Coordinator and the C&B
Undergraduate Faculty Advisor are willing to spend considerable time advising our undergraduates.
An undergraduate survey focusing on evaluating the student academic experiences was offered
to upper-division students in 2008 (Appendix IV-8). In addition to questions about their major, students
evaluated their overall academic and personal development, time allocation, and their satisfaction with
the educational experience on their campus. The survey was administered to all undergraduates
attending the University of California. Two additional groups of upper-division students were selected as
comparison groups to our Chemistry or BMB majors, Chemistry majors (BA/BS) (or BMB majors) at other
UC campuses and all other majors within PBSci.
Chemistry. The rate response among our Chemistry students varied from 40-43% among the
three groups. The student respondent profile shows that there are more first generation students and
seniors among the UCSC Chemistry students compared to the other UC programs and the PBSci
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Division. The median GPA of 3.21 is equivalent to that of other UC campuses and slightly above that of
the PBSci Division of 3.17 (Appendix IV-8).
In the survey, two factors primarily described students’ assessment of the major: “Satisfaction
with the Educational Experience” and “Engagement with Studies.” In short, UCSC Chemistry majors’
satisfaction with the quality of faculty instruction and faculty advising at UCSC exceeded the average
level of students’ satisfaction across UC chemistry programs and within the PBSci Division. The study
shows that 69.4% of Chemistry students were “satisfied or very satisfied” with the quality of faculty
instruction at UCSC. The degree of satisfaction with the lower-division instruction (30%) was lower than
that for other PBSci departments and other UC Chemistry majors. In contrast, the quality of the upperdivision courses (69%) distinguished UCSC Chemistry majors. About 42% of the students were satisfied
with the variety of courses available in the major, and 68.6% reported being satisfied/very satisfied with
faculty advising on academic matters; the Departmental staff advising satisfied 44.4% of the students.
Regarding the assessment of “Engagement with Studies,” the data show high level of academic
engagement among UCSC’s Chemistry students. Particularly noteworthy is the frequency and range of
Chemistry students’ interaction with UCSC faculty compared to the significantly “more limited (on
average) contacts with faculty” reported by the two comparison groups. Chemistry students were
significantly more likely to have conducted research with a faculty member compared to other UC
Chemistry majors and other students within PBSci.
BMB. The response rate among the UCSC BMB majors was 41%, compared to 37% for BMB
majors at other UCs and 40% for all other majors within the PBSci Division. The median GPA of UCSC
BMB majors was 3.20, compared to 3.18 for comparable UC majors, and 3.17 for all other majors within
the PBSci Division. UCSC BMB students reported a significantly higher level of engagement with studies
compared to other UC BMB majors; the UCSC BMB majors’ engagement with studies was similar to that
of other Santa Cruz upper-division students majoring within the PBSci Division. UCSC BMB students
reported having taken small, research-oriented seminars with faculty more frequently than did students
across comparable programs in UC and within the PBSci Division. The BMB majors UCSC also reported
significantly higher gains in understanding of their field of study than did their counterparts at other UCs.
Satisfaction with the quality of instruction and courses in the BMB major at UCSC was not significantly
different from the average across comparable majors in UC and within the PBSci Division. Half of BMB
students (56.4%) were “satisfied” or “very satisfied” with the upper-division courses in contrast to only
about 36% being satisfied with the lower-division courses. In the area of advising on academic matters,
UCSC BMB students reported significantly lower satisfaction with the program advising compared to
other UCs and the PBSci Division (Appendix, IV-8), with only 23-30% reporting satisfaction with the
advising on academic matters by departmental staff, college staff and student peer advisors; the faculty
advising was rated at 38.5%. Clarity of program requirements, policies and practices received very high
rating, with 80-95% of satisfied students, and 81.6% of BMB students agreed there were opportunities for
them to communicate with the faculty about their needs, concerns, and suggestions.

Other Support Activities
With one of the highest student-to-faculty ratio in the Division, our focus has been on the
education of high-quality graduates who can effectively compete for excellent positions in industry,
national labs, or academia.
There are numerous research opportunities and other support activities available for our
undergraduate Chemistry and BMB majors. They participate in the American Chemical Society
Undergraduate Research Symposium sponsored by the Santa Clara Section, the annual SACNAS and
MARC/MBRS conferences, and the UCSC Spring Undergraduate poster presentation. The Department
has also offered for a number of years an NSF-funded REU program, Summer Research Fellowship
(SURF) Program. A parallel NSF-funded international Research Experience for Undergraduates (REU)
effort in Thailand is headed by Professor Braslau. Since 1994, Professor Crews has headed the ACCESS
Summer Research Institute, The Baccalaureate Bridge to Biomedical Sciences Program, which is an
academic bridge program for community college students interested in pursuing a scientific career in
research. The program consists of intensive eight-week workshops, which include working on a project
under the supervision of a UCSC faculty mentor. The mission of the program is to provide students with
opportunities to acquire knowledge and skills that will increase their transfer eligibility and academic
success, and lead to greater diversity among university undergraduates in the biomedical sciences.
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Several of our undergraduates take part in IMSD - Initiative for Maximizing Student Diversity (previously
MBRS), which provides undergraduate (and graduate) students with the opportunity to receive an indepth experience in the academic and experimental aspects of biological research. UCSC's
MARC/MBRS Office, administered under PBSci, supports both undergraduate and graduate biomedical
research opportunities for students from underrepresented groups. The office has organized research
internships for UCSC minority undergraduates, who have subsequently applied to our graduate program.
Moreover, many UCSC MARC/MBRS undergraduates who have received training in C&B laboratories
have successfully entered graduate programs elsewhere. This reflects our overall support of research
careers for underrepresented minorities, which goes beyond providing a pipeline of qualified
undergraduates for our own program. In fact, we support a variety of undergraduate programs that
encourage minority participation in the sciences. This includes the Academic Excellence Program (ACE),
the mission of which is to increase the diversity of students graduating with degrees in science,
technology, engineering, and math. The program provides small interactive discussion sections for
several courses, including both General Chemistry and Organic Chemistry to help students develop skills
that will earn them higher grades in science and math. The Modified Supplemental Instruction (MSI)
program provides peer-guided interactive group learning sessions. These sessions are linked to select
lower and upper-division undergraduate courses, including several of our lower-division classes, which
have proven to be challenging for many UCSC students. An overview of enrichment opportunities for
students in the sciences and engineering may be found at STEM.ucsc.edu.
Undergraduate statistics for the Chemistry and BMB majors are presented in Appendices IV-6
and IV-7. The number of Chemistry and BMB undergraduate students increased from 123 to 191
between 2002-07. Over the same period, the percentage of female undergraduates decreased from 51 to
36%; the percentage of female undergraduates was 47% in 2008-09 (not part of the review period). The
percentage of underrepresented minorities ranged from 9 to 12% between 2002-07, which is comparable
to the campus average of 11% over the same time period (Appendix IV-7).
Steps have been taken recently to accumulate better information on graduating seniors, retention
rates, ability and achievements of graduates, acceptance into graduate programs and professional
schools. More efforts are needed, and unfortunately, additional departmental administrative staff is
required to initiate and sustain these projects.

4. Administrative Support Resources
Space

Research and Office Space. The C&B faculty moved into the Physical and Biological Science
building in 2006. The Department occupies three floors of the building with METX occupying the fourth
floor. This is the first time in 20 years that all the C&E faculty have been housed in the same building, and
this has created a very supporting and collaborative environment. Currently, there are only two open lab
spaces in the building; one (already renovated) is dedicated for a future biochemical/biophysical hire and
the other (not yet renovated) for a physical chemist. We provide a shared bull-pen type office for our firstyear graduate students while more senior graduate students have space in individual PIs’ laboratories.
We have critical office space issues for faculty, support staff as well as graduate students and
postdoctoral students. We envision several retirements in the next 5-10 years, and we expect 3-4 faculty
to move into the Biomedical Sciences building (expected completion date, 2011), opening up space for
future hires in C&B. A significant delay in the timeline of the Biomedical Sciences building will delay
future hiring.
Teaching space. The undergraduate enrollment has increased sharply in the last few years
causing space crunch for General Chemistry laboratory courses, which are taught in Physical Sciences II.
For the General Chemistry labs, we have four laboratories, each capable of holding 18 students, and one
that holds approximately 9 students. Between 20-44 sections are offered each quarter, divided between
two General Chemistry labs (1M and 1N), limiting enrollment to ~792-855 students between the two labs.
The shortage of General Chemistry laboratory space sets the upper limit of enrollment into the General
Chemistry series each quarter. The Organic Chemistry labs are housed in Thimann, which also houses
several upper-division laboratories. The lack of large lecture rooms and competition with other

Chemistry and Biochemistry
Self Study 2009-10
Page 25

Earth Sciences Programs, Oct 2009

this, through creative use of shared talks with IGPP and other departments, the Department
has been able to offer a high quality seminar series (Appendix I-D). The ongoing cuts and
defunding of IGPP may force us to scale back the number of talks per year. In this review
period, there was no indication that the seminar series focused too narrowly in any quarter.
Note that graduate students organize the seminar for one quarter per year; they are always
conscientious about disciplinary balance.
7. The prior Review Committee recommended working with the UC System to change
regressive policies that make it financially difficult to support foreign graduate students. EPS
faculty members have been UC leaders in the effort to increase support for graduate students
and to change these punitive policies. Sadly, the will and/or ability to change these policies,
which will require support from the legislature, appear to be beyond our system-wide
administration and the Regents.
2.4. Undergraduate Program
2.4.1. Majors and concentrations
The Department of Earth and Planetary Sciences offers a Bachelor of Science degree with
optional concentrations in Environmental Geology, Ocean Sciences, Planetary Sciences, and
Science Education (new in 2009-10), and a Bachelor of Arts degree as a Combined Major with
Environmental Studies or Anthropology (links to Undergraduate Handbook, General Catalog,
and undergraduate courses and syllabi are provided in Appendices III A-C). Courses offered
from 2006-08 to 2008-09 are reported in Appendix I-M. The Department suspended its standalone B.A. degree in 2008-09 because it was out of compliance with UCSC regulations and was
very rarely used by students. The Department also offers a Minor in Earth Sciences, consisting
of one lower-division course and any five upper-division courses.
The Standard B.S. requires background in basic physical sciences and breadth in the Earth and
planetary sciences. The curriculum is structured so that students are well prepared for graduate
school and/or careers in industry, consulting, government, or elsewhere. Students are required
to take one of three introductory lower-division courses that teach physical geology from
different perspectives (EART 5, 10 or 20), and then to take the core upper-division series (EART
110A, Evolution of the Earth; EART 110B, Earth as a Chemical System; EART 110C, Earth as a
Physical System). EART 110A is a quantitative introduction to the processes important in the
evolution of the Earth, EART 110B focuses on Earth materials, chiefly mineralogy, and EART
110C is an introductory geophysics class. All other classes are electives, though many students
opt for what might be considered standard or traditional geology electives (Structural,
Strat/Sed, Field Geology). A relatively small number of Standard B.S. majors take courses that
cover Petrology or Paleontology, whereas a larger number take Hydrology, Groundwater,
Geomorphology, or a class on Remote Sensing.
The Environmental Geology, Ocean Sciences, and Planetary Sciences B.S. concentrations vary
slightly in both basic science and math requirements, and in details of required upper-division
courses, and may include upper-division courses offered by other departments. The two
combined B.A. degrees are offered in collaboration with departments in the Division of Social
Sciences. They entail somewhat less basic science and math, and greater coursework on policy,
economics, anthropology, and ethics. For B.S. and combined B.A. majors, the senior
comprehensive requirement can be met by an intensive field course, by a senior thesis, by
exemplary performance (including a major written report) in a graduate level course, or, for
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Figure 5A. Headcount of undergraduate majors in Earth Science departments by
academic year. 5B. Number of undergraduate degrees conferred in each academic year
by Earth Science departments. In addition to data for UCSC, comparative data (available from
public data bases) are presented for other UC campuses and the Univ. of Michigan. Numbers in
parentheses in the legend refer to faculty size, either the average size over the period for which
data are shown (av) or the number in 08-09 (all others). Data on faculty in the Earth Sciences at
UCSD are difficult to glean from the Scripps website, so the number is an estimate. The actual
number of faculty at UCLA is higher than the reported number, because many are partly supported
by IGPP. UC Irvine and UC Merced have Earth System Science departments not comparable to the
UCSC program.

Earth Science-Anthropology combined majors, by participation in a senior seminar. A list of
senior theses for the review period is supplied in Appendix III-D.
The new B.S. concentration in Science Education was developed in collaboration with Cal Teach
staff and the Education Department. It is designed to provide future K-12 teachers with
coursework aligned with California’s standards for General Science and Earth and Environmental
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Sciences. It requires a broad background across the sciences, a thorough introduction to
educational theory and practice, including a sequence of three classroom-based internships, as
well as deep training in the Earth and planetary sciences. The senior comprehensive
requirement involves a curriculum-development project jointly advised by faculty in Earth and
planetary sciences and staff in UCSC’s Cal Teach program.
Many courses offered by the Department have a substantial field component. The summer field
program has two segments: a 4-week long, intensive mapping project in the White-Inyo
Mountains of eastern California (EART 188A) and a 1-week long field course focused on GIS
applications to Earth Sciences that follows weekly lectures and laboratories in spring quarter
(EART 188B). Structural Geology (EART 150), Sedimentology and Stratigraphy (EART 120), and
Elements of Field Geology (EART 109, offered twice per year) each have 3 to 4 weekend field
trips, and many other courses have one or two trips. The field intensive nature of instruction in
the EPS Department is clearly part of the attraction of the major for many students. The
required lower-division physical geology courses (EART 5, 10, or 20) and the EART 110 series
are all laboratory courses. A number of other upper-division courses (including all the field
intensive courses listed above) have laboratories.
2.4.2. Undergraduate student cohort: size, diversity, and placement
Within the review period, undergraduate student numbers have grown, whether measured by
headcount of majors (Figure 5A) or by degrees conferred per year (Figure 5B, Appendix IV-G).
For roughly the past decade, UCSC has had the largest undergraduate program in the system; it
had a program twice the size of that at the Univ. of Michigan, the sole institution outside the
system chosen for comparison. Note again that this is despite the fact that UCSC has among
the smallest faculty in this comparison set (comparable in size to UCD and UCR).
The comparison data raise an interesting point. The rapid rise in the number of majors and/or
degrees conferred at UCB and Michigan in the late 2000s is associated with the establishment
of rigorous Environmental Science majors that are offered jointly among several departments,
including Earth Sciences. UCSB experienced the phenomenon of growth related to the
expansion of Environmental Sciences in the 1990s; their drop in Earth Science majors in the
2000s parallels decreases in Environmental Science and Geography majors (i.e., it is not due to
competition with these majors). Apparently as knowledge of Earth Science increases through
contact with faculty via Environmental Science courses or through advising, enrollments rise in
the associated Earth Science departments. This is one way to counter the sad reality that high
school students often have had little exposure to Earth Sciences. UC policy, which refuses to
consider high school Earth and Environmental Science courses as fulfilling laboratory science
requirements for incoming students, contributes to the under-education of California high
school students.
When data on UCSC undergraduates are parsed at a finer scale, it is clear that some growth
has already come from increased interest in Environmental Sciences (Figure 6, Appendix IV-M).
Among the current declared majors (headcount), a third opt for the Standard B.S., a third opt
for one of the two environmental concentrations, and a third opt for one of the other
concentrations or are double majors. Considering degrees conferred over the review period, the
Standard B.S. made up ~50%, the environmental concentrations made up ~30%, and the
other concentrations made up the remainder, with Planetary Sciences contributing the most.
The number of EPS Minors has risen as well. As the number of Standard majors has been
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practice as part of a comprehensive undergraduate education designed to prepare them for
their role as informed citizens in a democratic society; 2) To recruit gifted students into
the teaching profession, particularly students from traditionally underrepresented groups;
3) To build a bridge between UCSC and the surrounding community by engaging
students in service learning in formal and informal educational settings.
In addition to the Minor program, there are two other academic initiatives,
currently in the implementation stage, that fall under the purview of Undergraduate
Programs. These are separate but related collaborative efforts: The first initiative will
identify the ways in which a variety of disciplines (theater arts, science, math, etc.) across
the UCSC campus, can provide a progression of courses that accommodates the
foundational needs of future MA/Credential Multiple Subjects (elementary school)
graduate students. The second effort involves collaborating with the Natural Science
departments across campus, starting with the largest department, Biology. The goal of
this initiative is to create a complementary Major/Minor program serving as a pathway to
the Secondary MA/Credential Program. This involves striking a delicate balance in
meeting the needs of both the Biology and Education Departments, so that those students
completing this joint Major are poised to take advantage of a variety of careers in related
fields.
The department will also work with the Transfer Partnership Program of UCSC’s
Educational Partnership Center to develop articulation agreements with community
colleges in the region. These agreements will enable students to complete their lowerdivision requirements in the Education Minor at a community college, entering the Minor
when they transfer to UCSC. Because community colleges typically attract students from
diverse cultural and linguistic backgrounds, such articulation agreements may serve to
diversity the minor and the MA/Credential program.
1. Introduction (Philosophy/Mission Statement)
Our undergraduate program offers rigorous courses and specialized educational
pathways designed to introduce undergraduate students to the academic field of
educational studies and to the range of education-related careers such as teaching, policy,
research, and out-of-school learning programs. We prepare undergraduates to think
critically about the role of public education in a democratic society; to engage
meaningfully with current educational debates; and to participate as citizens, parents, or
educators in the improvement of public education. The program also provides
undergraduate students with an opportunity to work in public schools as a way of helping
them to decide whether to embark on a career in teaching. In addition, our STEM
pathways specifically prepare undergraduates for careers in math and science teaching,
which are critical need areas in California public education.
Our undergraduate program is grounded in the Department’s core values of
responding to cultural/linguistic diversity and of linking theories of learning and teaching
with practice. Beyond our department, we have cross-campus and UC-system-wide
linkages with the Cal Teach program in mathematics and science, a mathematics
pathway, and newly developed education concentrations in the natural sciences. We have
been very active in the UC SMI initiative. Faculty members conduct research on their
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own teaching at the undergraduate level to inform the development of research-based and
improved teaching for undergraduates.
2. Program goals
The undergraduate program has the following six program goals:
a. Offer all UCSC undergraduate students the opportunity to study educational
issues in their choice of general education courses.
b. Introduce students to a range of careers in the field of education and prepare
them for graduate study in education-related fields.
c. Offer deeper, guided opportunities to work in public schools as an introduction
to teaching as a career. Such placements in public schools enable students to
make more informed choices about pursuing careers as teachers.
d. Improve and extend teacher education preparation by offering coursework and
field placements in the undergraduate years.
e. Increase the recruitment of math and science/STEM students into the teaching
profession, a recognized critical need for California schools.
f. Sustain a growing “pipeline” into the teaching profession, from community
college to our MAT program, with a particular focus on the recruitment of
students in areas of critical need (under-represented minority students and
students qualified to teach in STEM fields).
3. Structure of the program
The department recently restructured the education minor in response to
university-wide undergraduate programmatic changes. The six program goals remain the
same, but the new minor course sequence will redistribute the required coursework
between upper (more) and lower division (fewer) courses. As part of this restructuring,
three existing lower-division courses will be replaced by an introductory course entitled
Introduction to Education: Learning, Schooling and Society.
The overall structure of our undergraduate program includes four distinct
pathways for students. These range from general to specialized. First, the minor courses
satisfy a range of General Education (GE) requirements. Such GE courses serve students
from every major and department on campus, providing them opportunities to study
educational issues. A recent reform of the campus GE requirements will require a
reexamination of all UG courses with regard to general education status. It is through
these general courses that we meet our first program goal. Second, Our Education Minor,
serving students from every division on campus, is designed for students seeking a more
specialized emphasis in education. The Education Minor requires students to complete 6
courses (30 units), a sequence, which from next year onwards will consist of the newly
developed lower-division required course (mentioned above); one upper-division
required practicum course (public school placement); and four upper-division electives.
This program serves the interests of students who are considering or planning a career in
education-related fields and who wish to be prepared for graduate study in these areas.
We meet our second, third and fourth program goals through our minor program. Third,
more specialized than the Education minor, the Cal Teach program provides a formalized
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pathway for STEM majors to fulfill an emphasis in education. Through Cal Teach,
STEM majors complete a series of courses as well as classroom placements, which
specifically prepare them for careers in math and science teaching at the secondary
school level. Through Cal Teach, we meet our fourth, fifth, and sixth program goals.
4) The fourth pathway will consist of (newly developed) education concentrations within
several science majors (biology, physics, and earth sciences) across campus. In these new
programs, students completing a science major at UCSC can choose an emphasis in
teaching, which emphasis will include a series of courses in the Education department as
well as classroom placements. Through these concentration programs, we meet our
fourth, fifth, and sixth program goals.
4. Assessment
Multiple modes are used in assessing student learning. These include intensive
writing assignments, oral presentations, group and individual research projects, data
collection by means of library research, the internet or review of public documents, the
preparation of teaching portfolios, as well as traditional essays, quizzes and multiple
choice tests. Assessment is designed to support and facilitate the learning goals set for
students. For example, in Introduction to Teaching (a course with significant classroom
practicum experience), a primary goal is relating theory to practice. To facilitate this,
students produce a portfolio that includes written analysis of readings supplemented by
exemplars gained from their classroom placement. In Schooling and Asian Cultures
students engage in analysis of their own and other cultures by conducting, transcribing,
analyzing and summarizing interviews with people from cultures other than their own
and by systematically sharing these with other students.
The evaluation of faculty teaching in undergraduate minor courses is carried out
through student evaluations of individual faculty instructors and Teaching Assistants at
the end of each course. These teaching evaluations are an important component of faculty
evaluation for retention, promotion and tenure. In addition, several faculty members
conduct research on their own practice with the goal of improving the quality of teaching
and learning in their own courses as well as for undergraduate teaching across the campus
and elsewhere. For example, several research studies based on instructional innovations
in the minor have been published. A team of faculty was recently awarded a UCSC
Instructional Improvement Grant to conduct research on new and more ways to assess
students learning in large lecture courses. In addition, a proposal for a UC Science &
Math Teacher Research Institute (SMTRI) has recently been submitted. If funded, this
project will engage UC education, science and math faculty in a program of research
designed to study the teaching and learning of undergraduate students involved in the
Science and Mathematics Initiative – an undergraduate program aimed at nine UC
campuses to recruit and prepare math and science majors to enter the teaching profession.
The aim of SMTRI is to inform program development both locally and system-wide.
5. Mentoring
The undergraduate program offers formal advising to students as well as a range
of formal and informal mentoring opportunities. We particularly excel in the mentoring
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of undergraduates, and many of our faculty members involve undergraduate students in
their research.
The Undergraduate Advisor performs the important functions of advising
students, coordinating with other units across campus, keeping data, and alerting faculty
on a series of related issues, such as course exceptions and conflicts. We also have a
coordinator who organizes student practicum placements in local schools. Second, many
faculty sponsor undergraduate independent study projects and serve as mentors to
undergraduate students. For example, at least seven faculty members have sponsored
students in the Faculty Mentor Program, which supports underrepresented students who
wish to pursue graduate study. Third, many faculty mentor undergraduates by involving
them in their various research projects. For instance, research with undergraduates have
been featured in faculty publications and participation in various research projects offers
undergraduates the opportunity to present papers with faculty at national conferences
Finally, our undergraduate students participate in field placements at local public schools,
where they receive guidance and mentorship from practicing classroom teachers.
6. Challenges
Since its inception in 1995, the Minor Program has each year, with one or two
exceptions, attracted increasing numbers of students from all divisions on the UCSC
campus. The number of declared Minors now exceeds 300 and many other students take
individual courses as part of their GE requirements. However, although the UG program
is very popular (all courses are full, with long waiting lists), we have difficulty increasing
the number of courses offered. On the one hand, for sound pedagogical reasons we are
committed to small classes and so we cap our upper division courses at 50 students; and
on the other, because of the intensive nature of the one-year MA/Credential program and
the teaching requirements of the doctoral program, many faculty cannot increase their
contribution to the undergraduate program. Furthermore, because our faculty are so
successful in gaining large grants, which require buy outs of teaching for part of the year,
in any quarter several are unavailable to teach in any of the programs. A major challenge
for the UG program is thus that of offering enough courses to meet the demand, given the
department’s limited resources.
A second challenge, which results from the first, is that of enacting the
sociocultural principles to which, as a department, we are committed. Since these are the
principles that we hope our students will espouse in their future teaching careers, it is
important that we ourselves “walk the talk” in the manner in which we teach our classes;
however, this is particularly difficult in the very large lower division classes.
Nevertheless, this is a challenge that we willingly accept and, as described above, it has
led to productive forms of action research on the part of several faculty members. As we
look to the future, with the planned collaborations with STEM departments, we hope to
engage further with colleagues across the campus in research to improve the quality of
undergraduate teaching in the context of the constraints brought on by the reduced
funding of the university.
2003 ERC Recommendations for the Undergraduate Program: Progress Report

32

The 2003 ERC’s only significant recommendation for the undergraduate program
was to develop several undergraduate concentrations across disciplines (e.g., biology) in
order to encourage more STEM students into the teaching profession. With the
development of the CalTeach minor, and new STEM pathways, as well as other
initiatives designed to increase the number of mathematics and science teachers, we
believe that we have acted on this recommendation.

1.4 Administrative staffing, equipment, and space
The department currently resides in the Social Sciences I building, occupying the
entire second floor and parts of the third. Additional research offices are located in
Crown College. At present, the space is adequate given the number of faculty members,
funded projects, and staff needs. It is important to point out, however, that the addition of
just one or two more large extramural projects could render the current space inadequate.
We are pleased to have gained two large teaching classrooms and one smaller seminar
classroom in the new Humanities/Social Sciences building, completed in 2006. One of
the teaching classrooms is designed for science instruction and outfitted with sinks and
other equipment for conducting laboratory assignments. The other teaching classroom
has laptop cart and excellent wireless access, in addition to large cabinets where
instructors can store curriculum materials.
While we are mostly pleased with our current space, the campus plans suggest
that we will be moving to newly renovated space next to the McHenry library in the
spring of 2010, a move we are eagerly awaiting. The primary advantages of the new
location include a more central location on campus which will increase our visibility, the
integration of all department offices and classrooms into a single building instead of the
three sites we now occupy, a very attractively designed building with open atriums and
large windows in nearly every office, and potential additional offices for FTE growth.
Moving an entire department is never easy, but we believe our new library location will
likely provide for more interaction among faculty and students and will certainly cut
down on travel time between faculty offices, research spaces, and classrooms.
The department’s current needs are met with the existing technology, but many
computers, especially those in the PhD student lab, are aging and will require
replacement soon. Technology support, while improving, has been inconsistent over the
past three years as the Information Technology Services downsized and developed a new
system for assistance. In particular, the department has struggled to develop and maintain
an informative and current web site because the university has no coherent system for
assisting departments to maintain up-to-date and inviting web sites. In an era when
prospective students are unlikely to ask for print materials, we see this lack of support as
a great concern.
Finally, the department has recently achieved a level of administrative staffing
that provides adequate support for its teaching and research functions. However, we
should point out that this achievement is due largely to the superb knowledge, skills, and
dedication of the staff. Without their hard work and efficient system building, the
department would likely be unable to accomplish all it does. Put simply, each staff
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The Undergraduate Program

The story of the undergraduate program since the last external review is a story with two
linked themes. The ﬁrst theme is a change in the population of students that we serve; the
second theme is an attempt on the part of the faculty to respond to that change in a way that
recognizes the new realities while preserving the department’s pedagogical traditions and
priorities. This has not been an easy negotiation.
Our pedagogical goals are what they always have been. In Fall , a Task Force consisting of Professors Chung, Hankamer, and Padgett undertook a review of our curriculum
(see Attachment III-I) and began by (re-)articulating those goals:
Students who complete the Linguistics or Language Studies major should emerge
with the following skills, competencies and knowledge:
. A well developed capacity for rigorous analytical thinking, in particular:
well developed skills in
(a) the production and evaluation of evidence
(b) hypothesis formation
(c) hypothesis testing
. Ability to write clearly and articulately
(a) to present and compare hypotheses on the basis of evidence
(b) to formulate and present correct, clear, and convincing arguments
. An understanding of the general properties of language
(a) sound structure
(b) word structure
(c) sentence structure
(d) meaning
(e) use
. For Linguistics majors:
(a) depth of understanding of linguistic theory and investigation
(b) exposure to a language other than English and its cultural context
. For Language Studies majors:
(a) exposure to the principles of linguistic theory and investigation
(b) depth of understanding of a language other than English and its cultural context
. Ability to actively and collaboratively investigate new and complex problems, to propose and test solutions, and to communicate eﬀectively about
all of the above.
The principal challenge we have faced in meeting those goals in recent years has been a surge
in the numbers of students taking our courses.
The report of the last external review committee (p. ) considered how the department
might increase its student-faculty ratio from  (as it was at that time) to a target of .. That
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target was in fact surpassed by -. The department’s instructional workload (according
to ﬁgures provided by the Oﬃce of Planning and Budget) increased by  (from . to
.) between - and -—the largest increase in workload of any department in
the Humanities Division during the same period. By -, in fact, Linguistics had the
highest instructional workload of any department in the Humanities Division which housed
a graduate program (a student-faculty ratio of . compared to the divisional average of
. and a campus average of .). Obviously as new faculty members have been added the
student-faculty ratio has decreased. Provisional ﬁgures for - show the department at
. (as against a ﬁgure of . for the Division and a campus-wide average of .).
This growth came in part from increased enrollments in lower-division general education courses, but they also reﬂect a rapid rise in the number of majors served by the department. The total number of ‘Headcount Majors’ increased steadily between - and
-, declining slightly in -. The number of undergraduate degrees conferred reﬂects
the same pattern:
headcount majors
degrees conferred

-
.
.

-
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-
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-
.
.

-
.
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That is, since -, the two majors that the department sponsors have eﬀectively doubled
in size. There are two comparisons that might be useful here—one internal to ucsc and one
external. Within Humanities at ucsc, only two departments (History and Literature, both
much larger than Linguistics in terms of faculty numbers) have more undergraduate majors
(declared and proposed). Looking beyond the campus, we can note that in - Linguistics
at ucsc had a slightly larger number of undergraduate majors (.) than did Linguistics
at ucla (.). The ucla department has  regular faculty and three temporary faculty
members and draws its majors from a much larger student body.
We are glad to be making this contribution to undergraduate education, but maintaining the quality of the educational experience for our undergraduates in this rapidly shifting
context has been a real challenge. The department’s pedagogical strategy had for long been
based on intense (and homework-intensive) collaborative work in relatively small group settings. What we have been trying to work out for the past ﬁve years is how best to scale those
strategies up so that we can provide for our current majors something like the educational
experience that their predecessors enjoyed.
The department has taken a number of steps in grappling with these issues. Most important was the review of the curriculum conducted by the Task Force already mentioned
(October th ), from which emerged a series of proposals about how we might better
manage our resources and our curriculum in the changing environment. The general thrust
of these reforms has been to add more structure to the curriculum and to achieve economies
of scale at the introductory level, thereby making it possible to oﬀer a broader range of more
advanced small-enrollment courses at the higher end.
In addition, in -, a review of the department’s implementation of ucsc’s ‘exit requirement’ led to a decision to abandon the comprehensive exam and to put in its place
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a requirement that each student write a research paper under the supervision of a faculty
member in the context of a small group course (with a maximum enrollment of  to 
students). Thus every student who graduates in Linguistics or Language Studies must do at
least one piece of independent research before graduating.
It is a little early to assess the eﬀect of these changes (the department is carrying out a
survey of levels of satisfaction with the new exit requirement at present and should know
more by the time of the site visit), but there are some encouraging signs. As we have added
new upper division oﬀerings and as instructors have increasingly been requiring students
to write papers in the intermediate level courses, the quality and range of work presented at
lurc (Linguistics Undergraduate Research Conference, the department’s annual conference
devoted to undergraduate research) has been improving. There has also been a marked increase in recent times in the number of undergraduate majors who regularly attend departmental colloquia.
At the same time it is clear that our current majors are a diﬀerent student population from
the past, with diﬀerent interests, aims, and goals. In absolute terms, the number of majors
who write senior theses or apply to graduate programs (in e.g. linguistics, cognitive science,
speech pathology) has held relatively steady, meaning that the proportion of majors who
pursue these options has decreased. What we do see is increasing numbers of students who
are actively seeking internships and opportunities for involvement in systems and practices
of day to day research, as well as other opportunities that could potentially lead to careers
outside academia.
The Department has taken steps to satisfy student interest in these domains, both inside
and outside the classroom. In the last few years, the yearly curriculum has included one
course (taught by adjunct faculty and by visitors) in computational linguistics or applied
phonetics—courses which focus on the use of linguistics in industry. These courses have
succeeded in getting a small number of undergraduates started on careers in language related
areas of the information technology sector. We anticipate that in the near future, we will be
able to move to a model where these sorts of courses are taught by ladder-rank faculty.
We are also working on increasing the number of undergraduate workshops. In addition
to our annual Fall workshop on how to apply to graduate school, we now have a workshop to
help frosh and sophomores structure their undergraduate career to maximize their chances
of being admitted to graduate school. This workshop is the brainchild of Professor Anand.
We have also increased the number of our career workshops to two or three per year. These
workshops bring undergraduate or graduate alumni/ae back to ucsc to discuss their personal experiences in the workplace and to talk about what their training in linguistics has
contributed to their work life. In the past few years, we have organized career workshops run
by speech pathologists and by linguists working in the it sector (Apple, Google, H, Powerset, Symantec), and in the naming and branding industry, among others. These workshops
have been extremely well attended.
Third, we are beginning to meet student demand for internship experiences and research
experience. This year, Professors McGuire and Padgett have recruited six undergraduates to
work as interns in the phonetics lab, and Professor Chung is currently training a freshman to
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work on the Chamorro dictionary project. Professors Anand and Farkas have a sophomore
student working the semantics lab and Professors Anand and Brasoveanu are involving students in semantic annotation of corpora of various kinds. We expect that the number of such
opportunities will increase further in –, once all three labs are fully up and running.
The materials prepared for this review did, however, uncover one cause for concern. The
department sponsors two majors—Linguistics and Language Studies. External reviews over
the years have consistently found that both majors were rigorous and of high quality. In terms
of what it aims to cover, the Linguistics major will look reasonably familiar to member of the
review committee (though some of its pedagogical techniques are distinctive). The Language
Studies major is a little more unusual. It provides students with an introduction to the core
areas of linguistics combined with the study of a language other than English, along with a
suite of elective courses in the cultural contexts in which that language is used. It also provides a natural setting for study abroad through the university’s Education Abroad Program
(eap). For the vast majority of students, Language Studies is the only option at ucsc for those
wishing to pursue a major in a foreign language.
By almost every measure, the ucues survey of  (University of California Undergraduate Experience Survey, Attachment IV-Ha) found high levels of satisfaction among students
in the Linguistics major. For Language Studies, however, the ucues study (Attachment IVHb) found signiﬁcantly lower levels of satisfaction ‘compared to Language Studies majors
across uc’. The dissatisfaction centered not on the quality of instruction (p. ), but rather on
the overall educational experience and on academic advising (p. ).
Some aspects of these results are unsurprising. As noted, Language Studies is the only
path open to most undergraduates at ucsc who want to major in ‘language’. Many students
embark on the major expecting a language and literature major of a traditional type or a
language and culture major (and indeed such majors at other campuses seem to form the
comparison class for the statistical analysis in the ucues survey). But there is no such major
at ucsc. Many students therefore opt to declare Language Studies, in the absence of the kind
of major they actually want to take. They then ﬁnd themselves in what is in eﬀect a linguistics major. Some at that point discover a liking for the subject-matter of linguistics; others
do not. That said, the survey’s documented dissatisfaction with advising came as a disturbing surprise, since the department has devoted considerable eﬀort and thought to advising
structures, especially in recent years.
There are certain steps which we might take in response to this situation. We could make
a stronger eﬀort in our publicity and advising routines to make it clear that Language Studies
really is a major in linguistics. A strong possibility is that the level of dissatisfaction with
advising centers on the issue of which courses are or are not accepted as meeting the cultural
context requirements (these are typically courses oﬀered by other units and the department
has no control over their content or the regularity of their oﬀering). For these, it should be
possible to construct a central list of courses which are routinely accepted as meeting the
requirement. The same might be done for eap courses.
However, until there is an alternative major available for those students for whom Language Studies, as it is presently constituted, is not the right major, the department will con-
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tinue to ﬁnd itself in the situation of having substantial numbers of students in its courses
who really do not want to be there.
Clearly the department itself cannot develop that alternative major, but there seems to be
increasing interest within ucsc’s Language Program in developing a major that might have
the right properties. We hope that it might be possible to work towards a future in which
there is such an alternative with a core of foundation courses common to both majors and
then two paths which students would choose between, one of them much like the current
Language Studies major (which suits the needs of substantial numbers of students well in its
present form) and the other developing a diﬀerent emphasis.
If any of this comes to fruition, the department may well experience a drop in its enrollments, but a development along these lines could bring some advantages in educational
terms (for the department and for those students who are not well served in the present arrangement) and there are alternative strategies that we will pursue to ensure that we meet
our responsibilities to the university’s educational mission.


.

Staﬃng, Infrastructure and Space
Staﬀ

The department currently has . staﬀ fte to support its operations:
Debbie Belville, Linguistics Research Center Coordinator
Ashley Hardisty, Undergraduate Coordinator
Tanya Honig, Department Manager and Graduate Coordinator





The level of staﬀ support was increased from two fte in Fall  when agreement was
reached between the Division of Humanities and the department on a cost-sharing arrangement for Belville’s position. The department agreed to contribute , in one-time funds
to augment the Linguistics Research Center (lrc) Coordinator position (which had previously been a  time position) over a period of three years, in order to provide support
for the development of the new labs, to provide assistance to Undergraduate Coordinator
Hardisty with undergraduate advising, and to assist Manager Honig with personnel and with
the graduate program. We were able to hire a staﬀ member for this position, Debbie Belville,
with an impressive skill set including a long history of advising on campus and excellent
administrative skills.
In the last three years, the Division of Humanities has been supportive of the need to
maintain well-qualiﬁed staﬀ for the department, providing salary increases and other incentives in response to outside job oﬀers (there have been two such retention cases in the last
three years).
The augmentation to the third position (Belville’s current position) was made necessary
in particular by the increased advising demands that came with the doubling of our undergraduate major populations and the kind of intensive advising that Language Studies majors
in particular require. In addition, students are being encouraged to dock with a particular
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Appendix III – H
WASC Educational Effectiveness Indicators
Our curriculum is broadly based on trying to attain the goals that are detailed
in the current American Psychological Association Guidelines for the
Undergraduate Psychology Major. The Guidelines appear in Appendix III-J
(http://www.apa.org/ed/precollege/about/psymajor-guidelines.pdf).
These goals include demonstrating a knowledge base of psychology, being
able to apply the basic research methods of the discipline, developing critical
thinking skills and the ability to weigh evidence, and developing
communication skills and a sensitivity to socio-cultural and international
issues.
In preparation for our WASC accreditation two years hence, we have begun
a faculty conversation about these goals and the alignment of our
undergraduate curriculum. We will have a series of faculty meetings next
year to discuss the very important issue of how to assess our efforts at
meeting specified goals. Given the reduction in the size of our faculty, it will
be challenging to streamline the curriculum to meet these goals and to
develop a plan to assess outcomes.

Other___________________

Associate x Bachelors x Masters x Research Doctorate

Trimester

15,078

Total
FTE of
Students*
15,078

15,259

Total
Headcount
of Students
15,259

62

NonResident
Alien
Headcount
62

413

Black, NonHispanic
Headcount
413

142

Am Indian/
Alaska Native
Headcount
142

3,339

Asian / Pacific
Islander
Headcount
3,339

2,764

Hispanic/
Latino
Headcount
2,764

7,375

* If institution has used a formula other than FTE = FT + (PT/3), please indicate how calculated FTE._Calculated by UC systemwide
_________________________________________________________

Total

Non-degree

Enrollment by
Category
Undergraduate

Table 1

IPEDS data reported as of (date) ___Fall 2009______________

Last Reported IPEDS Data for Enrollment by Ethnicity and Gender. Use IPEDS definitions for students.

White/NonHispanic
Headcount
7,375

1,164

Ethnicity
Unknown
Headcount
1,164

Professional Doctorate and other

FOR UNDERGRADUATE PROGRAMS:

Sponsorship and Control:
Independent
Independent, with affiliation _________________________________________
Religiously affiliated _______________________________________
California State University
x University of California
University of Hawaii
Public
Proprietary

Approved Degree-Granting Levels:

Semester x Quarter

Date: ____12/14/10______

President/CEO: ___George R. Blumenthal, Chancellor______________

Calendar Plan:

Year Founded: ___1965_____________

Institution: ___University of California – Santa Cruz____________

WASC/ACSCU SUMMARY DATA

7,155

Total
Male
Headcount
7,155

8,104

8,104

Total
Female
Headcount
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72.7
50.0

71.0

68.4

70.8

2002

2001

3-Year
Averages:

66.2

65.4

66.3

Black, NonHispanic
%
67.0

68.4

79.2

53.6

Am Indian/
Alaska Native
%
72.4

72.9

69.2

74.6

Asian / Pacific
Islander
%
74.8

66.5

64.9

65.7

Hispanic/
Latino
%
68.6

71.5

68.4

72.0

White/NonHispanic
%
74.0

70.7

71.8

69.0

Ethnicity
Unknown
%
71.3

69.4

66.3

68.4

Male
%
73.4

71.8

70.0

72.9

72.4

Female
%
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3-Year
Averages:

20____

20____

Transfer
Cohort Year
(Entering Fall)
20____

Table 3

Overall
Graduation Percentage

Non-Resident
Alien
%

Black, NonHispanic
%

Am Indian/
Alaska Native
%

Asian / Pacific
Islander
%

Hispanic
%

White/Non
Hispanic
%

Ethnicity
Unknown
%

Male
%

Female
%

If institution tracks freshman and transfer graduation rates separately please provide last 3 years data for 6-Year cohort transfer graduation rate by
ethnicity and gender:

61.7

Non-Resident
Alien
%
62.5

Overall
Graduation Percentage
72.9

Freshman
Cohort Year
(Entering Fall)
2003

Table 2

Please indicate if the data provided in tables below is for: x freshmen only (use Table 2)
freshmen and transfer students combined (use Tables 2 and 3)

IPEDS Data for 6-Year Cohort Graduation Rate, Last 3 Years, by Ethnicity and Gender:

Institution: __University of California – Santa Cruz_____
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1,198

1,516

1,174

1,476

Enrollment by
Category
Masters
Research
Doctorate
Professional
(Masters &
Doctorate

Total

218

198

NonResident
Alien
Headcount
20

26

24

Black, NonHispanic
Headcount
2

7

7

Am Indian/
Alaska Native
Headcount
0

n/a

20____

Black, NonHispanic
%

Asian / Pacific
Islander
%

Hispanic/
Latino
%

138

110

Hispanic/
Latino
Headcount
28

White/NonHispanic
%

721

564

White/NonHispanic
Headcount
157

Ethnicity
Unknown
%

268

189

Ethnicity
Unknown
Headcount
79

803

638

Male
%

Total
Male
Headcount
165

* minority

Part-time faculty headcount:____242__ % Non Caucasian*___14_ % Male __46_____ % Female __54______

Female
%

713

560

153

Total
Female
Headcount
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Full-time faculty headcount: ____572__ % Non-Caucasian*____24%__ % Male ____63__ % Female ____37___

as of ____November 1, 2009

Am Indian/
Alaska Native
%

Total FTE of faculty_________698.6__

Non-Resident
Alien
%

FTE Student-to-FTE Faculty Ratio: _18:1________________

Current Faculty:

3-Year
Averages:

n/a

Graduation Percentage
(all programs)
n/a

20____

Cohort Year
20____

Table 5

138

106

Asian / Pacific
Islander
Headcount
32

IPEDS Data for Cohort Graduation Rate, Last 3 Years, by Ethnicity and Gender:

Total
Headcount
of Students
318

Total
FTE of
Students*
312

Table 4

IPEDS data reported as of (date) _____Fall 2009______

Last Reported IPEDS Data for Enrollment in each program level by Ethnicity and Gender. Use IPEDS definitions for students.

FOR GRADUATE PROGRAMS:

Institution: _University of California – Santa Cruz________

WASC/ACSCU SUMMARY DATA

A. Number: ____0________

B. Total Enrollment: ______0________

Distance Education Programs: (50% or more of program/degree requirements are offered via any technology-mediated delivery system):

B. Total Enrollment: ___12________________

B. Meetings a year: 6 regular plus special meetings

Off-Campus Locations: A. Number: _____1____________

Governing Board: A. Size: __26 members _______

E. Current Accumulated Deficit:
___________0_____________________
F. Endowment:
____$115,752,000 (2008)_________

___________0_____ (FY2009); ______0_____ (FY2010)

_____28.5%___________________

C. Percentage from tuition and fees:

D. Operating deficit(s) for past 3 years: ________0_______ (FY2008);

_____$570,200,000______

Graduate Non-Resident Tuition: __$27,137__________

Graduate Resident Tuition: ____$12,101___________

B. Total Annual Operating Budget:

Undergraduate Non-Resident Tuition: ____$31,531____

A. Annual Tuition Rate: Undergraduate Resident Tuition: ___$8,862_______

Finances:

Institution: ______University of California – Santa Cruz___

WASC/ACSCU SUMMARY DATA
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PricewaterhouseCoopers LLP
Three Embarcadero Center
San Francisco, CA 94111-4004
Telephone (415) 498 5000
Facsimile (415) 498 7100
pwc.com

October 14, 2010
Members of The Regents’ Committee on
Compliance and Audit of the University of California:
Annually, as part of our responsibilities under generally accepted auditing standards, we are
required to communicate to you certain matters regarding the results and scope of our audits, the
work that we conduct relative to internal control over financial reporting, as well as issues related to
the accounting policies used by the University of California (the "University"). In addition, our Firm
requires that we communicate certain items beyond those required by professional standards. This
document covers these required communications relating to the 2010 financial statements and our
audits; and sets forth a brief summary of each item, as well as its applicability to the University. We
plan to cover these items at the November meeting and would be pleased to respond to any
questions that you might have.
The matters raised in this report are only those which have come to our attention arising from, or
relevant to, audit procedures performed that we believe should be brought to the attention of The
Regents’ Committee on Compliance and Audit. Since audits are not designed to identify all matters
of possible interest from a governance standpoint, the items discussed here do not constitute a
comprehensive record of all matters arising from our audit. This report is intended solely for the use
of The Regents’ Committee on Compliance and Audit and management of the University of
California, and is not for distribution to other parties.
We look forward to meeting with you to present this report, address your questions and discuss any
other matters of interest to you.
Please feel free to contact Joan Murphy, Engagement Partner, at (415) 498-7690 with any
questions you may have.

Very truly yours,

PricewaterhouseCoopers LLP

University of California

Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents’
Committee on Compliance and Audit
Matter to be
communicated
Auditor’s responsibility
under Generally Accepted
Auditing Standards

Auditor’s response
Our audit of the consolidated financial statements of the University,
including the separate audits of the University's Defined Benefit
Retirement Plans, Retirement Savings Program and Health and
Welfare Benefit Program (including the Retiree Health Benefit
Trust), and the medical centers, is conducted in accordance with
auditing standards generally accepted in the United States of
America. We are required to communicate to you the responsibility
undertaken by us in connection with an audit performed in
accordance with generally accepted auditing standards, as well as
the additional requirements under Government Auditing Standards.
The auditor is responsible for forming and expressing an opinion
about whether the financial statements that have been prepared by
management with the oversight of those charged with governance
are presented fairly, in all material respects, in conformity with
generally accepted accounting principles.
The auditor is responsible for conducting the audit in accordance
with generally accepted auditing standards. Those standards
require that the auditor obtain reasonable rather than absolute
assurance about whether the financial statements are free of
material misstatement, whether caused by error or fraud.
Accordingly, a material misstatement may remain undetected.
Also, an audit is not designed to detect error or fraud that is
immaterial to the financial statements.
An audit includes obtaining an understanding of internal control
sufficient to plan the audit and to determine the nature, timing, and
extent of audit procedures to be performed. Our audit is not
designed to provide an expression of opinion on the University's
internal control over financial reporting or to identify material
weaknesses.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Auditor’s responsibility
under Generally Accepted
Auditing Standards
(continued)

Auditor’s response
The auditor is responsible for communicating significant matters
related to the financial statement audit that are, in the auditor’s
professional judgment, relevant to the responsibilities of those
charged with governance in overseeing the financial reporting
process. We consider the University's internal control over
financial reporting as a basis for designing our audit procedures for
the limited purpose described above; our procedures may identify
significant deficiencies or material weaknesses which we will report
to you. Generally accepted auditing standards do not require the
auditor to design procedures for the purpose of identifying other
matters to communicate with those charged with governance.
Since the University is a recipient of federal funds, we also conduct
our audit under Government Auditing Standards. Under those
standards, we perform additional tests of the University’s
compliance with federal laws and regulations with the purpose of
reporting on the University’s compliance with and on internal
controls related to federal programs. Although an audit under
Government Auditing Standards involves additional tests of
controls and transactions beyond that required under generally
accepted auditing standards, it should not be assumed that this
audit will meet the needs of all possible users of the financial
statements.
Additionally, when applicable, the auditor is also responsible for
communicating particular matters required by laws or regulations,
by agreement with the entity or by additional requirements
applicable to the engagement.
The auditor's responsibility under generally accepted auditing
standards has also been communicated to management in our
engagement letter dated April 27, 2010.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Significant accounting
policies, alternative
treatments within
generally accepted
accounting principles,
and the auditor’s
judgment about the quality
of accounting policies

Auditor’s response
We are responsible for providing our views about qualitative
aspects of the University's significant accounting practices,
including accounting policies, accounting estimates and financial
statement disclosures. Generally accepted accounting principles
provide for the University to make accounting estimates and
judgments about accounting policies and financial statement
disclosures.
We have included discussion below in regards to:
-

Any changes in significant accounting policies, including the
application of new accounting pronouncements;

-

The appropriateness of critical accounting policies to the
particular circumstances of the entity. When acceptable
alternative accounting policies exist, we have summarized the
financial statement items that are affected by the choice of
significant policies as well as information on accounting
policies used by other entities;

-

The effect of the timing of unusual or significant transactions;
and

-

The effect of new significant accounting policies to be adopted
in future years.

Changes in Significant Accounting Policies
During the year ended June 30, 2010, the University adopted
Governmental Accounting Standards Board (GASB) Statement No.
51, Accounting and Financial Reporting for Intangible Assets. The
implementation of GASB Statement No. 51 resulted in the
requirement to capitalize identifiable intangible assets in the
statement of net assets and provides guidance for amortization of
intangible assets unless they are considered to have an indefinite
useful life. The implementation of GASB Statement No. 51 had no
effect on the University’s net assets or changes in net assets for
the years ended June 30, 2010 and 2009. We reviewed
management's accounting and financial reporting relating to the
adoption of GASB Statement No. 51 and agree with their
conclusions and disclosure.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Significant accounting
policies, alternative
treatments within
generally accepted
accounting principles,
and the auditor’s
judgment about the quality
of accounting policies
(continued)

Auditor’s response
During the year ended June 30, 2010, the University adopted
GASB Statement No. 53, Accounting and Financial Reporting for
Derivative Instruments. The implementation of GASB Statement
No. 53 resulted in the requirement to report derivative instruments
at fair value. The University was previously reporting its investment
derivatives at fair value and therefore there was no impact from
adoption of GASB Statement No. 53 on investment derivatives
except for the additional disclosure requirements. In addition, the
University determined that the interest rate swaps entered into in
conjunction with certain variable rate Medical Center Pooled
Revenue Bonds were derivative instruments that meet the criteria
for an effective hedge. Under the accounting guidance,
retrospective application is required. Therefore, the University
recorded the cumulative effect of the accounting change for the
interest rate swaps to establish the initial $48.1 million asset and
liability for the year June 30, 2009. We reviewed management's
accounting and financial reporting relating to the adoption of GASB
Statement No. 53 and agree with their conclusions and disclosure.
In preparation of the fiscal 2010 financial statements, the University
concluded, based on newly amended accounting guidance, that
federal Pell grants should be reported as non-operating revenues
rather than federal grants and contracts. Management elected to
make the change in classification to the 2009 presentation to
conform to the 2010 presentation. The effect on the prior period
financial statements is not material. However, it has been properly
disclosed for full transparency. We concur with management's
conclusion and disclosure.
There were no other significant changes in accounting policies or
their application for the year ended June 30, 2010.
Critical Accounting Policies
The University’s accounting policies are disclosed in the notes to
the financial statements. Those which are most critical, sensitive or
subject to judgment include:
1) The establishment of revenue, contractual and other
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Significant accounting
policies, alternative
treatments within
generally accepted
accounting principles,
and the auditor’s
judgment about the quality
of accounting policies
(continued)

Auditor’s response
reserves for the medical centers.
2) The determination of charges to federal contracts,
especially as they relate to indirect cost rates.
3) Estimation methods used to determine the fair value of
non-readily marketable securities.
4) Estimates used to determine the fair value of the OPEB
obligation for retiree health benefits, obligation to the UCRP,
the liability for workers’ compensation and other self-insurance
reserves.
5) Allowances established for uncollectible pledges or medical
center receivables.
6) The determination of what entities are to be included as
component units due to their significance and the nature of the
University’s relationship with the entity.
7) Treatment of related party transactions with the University,
as applicable to the separately-issued financial statements of
the foundations, medical centers, Retiree Health Benefit Trust,
and UCRS.
8) Determination of capital vs. operating leases – Generally
accepted accounting principles require preparers of financial
statements to determine the appropriate accounting treatment
for all lease arrangements. The guidance for accounting for
leases is complex. Where the University has leases that
involve construction of facilities that serve its campuses, it
must exercise significant judgment in making the
determination of whether these leases are operating or capital.
Capital leases require the asset and the related liability to be
recorded on the University's statement of net assets.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Significant accounting
policies, alternative
treatments within
generally accepted
accounting principles,
and the auditor’s
judgment about the quality
of accounting policies
(continued)

Auditor’s response
In considering our views on the quality of accounting policies
selected, we should note that there are, in general, a few areas in
which the University has a choice of alternatives. Some of the more
significant areas in which there are alternatives include:
1) The election to apply only GASB pronouncements – in this
election, the University elected to subject itself to only
pronouncements of the GASB, including pre-1989
pronouncements of the Financial Accounting Standards Board
(FASB), rather than be subject to the post-1989
pronouncements of the FASB as well. This election is less
costly and simpler to apply and in the view of many,
preferable.
2) The order of charging restricted vs. unrestricted funds – in
this area, the University could use a specific order for applying
charges to restricted vs. unrestricted funds, e.g., require that
restricted funds be used first. The University does not
currently dictate an order of use as it provides campuses with
budgetary flexibility. Private universities subject to FASB
standards are required to use restricted funds first and, as
such, are more comparable with each other than GASB
universities.
3) Federal refundable loans – GASB actually allows
universities to present refundable loans as either liabilities or
as part of net assets. The University presents refundable
loans as liabilities, which we believe is preferable.
4) Perpetual trusts held by third parties – there is diversity in
practice as to the recording of irrevocable trusts held by third
parties which provide that income is to be received by the
University in perpetuity. The University records the estimated
fair value of such trusts, which is preferable in our view;
however, it should be noted that there is not a consistent view
among preparers and the large accounting firms about
whether these should be recorded.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Significant accounting
policies, alternative
treatments within
generally accepted
accounting principles,
and the auditor’s
judgment about the quality
of accounting policies
(continued)

Auditor’s response
5) Spending rate – The University uses a spending rate that
allows use of some appreciation from endowment
investments. Use of a spending rate is consistent with the
California Uniform Prudent Management of Institutional Funds
Act (UPMIFA). Virtually all institutions in higher education use
a spending rate.
6) Valuation of non-publicly traded investments – The
University reflects, where appropriate, non-publicly traded
investments, such as private equities, absolute return funds
and real estate, at estimated fair value. Depending on the
type of non-readily marketable investment, the University
determines fair value by using either March 31 or May 31
valuations, adjusted for cash receipts, cash disbursements
and securities distributions through June 30. The University
uses this valuation methodology since June 30 data is not
available in order to prepare a timely closing. While a June
cutoff date would be preferable, the University’s treatment is
very common in higher education and use of the June data
would result in delays in the closing process. The University
believes the carrying amount of these financial instruments is
a reasonable estimate of fair value at June 30.
7) Determination of what constitutes cash and cash
equivalents for purposes of the cash flows statement – The
University has defined cash as demand deposits, which is a
conservative definition. An entity may include in its definition
other instruments that have original maturities of less than 90
days.
8) University of California Retirement Plan (UCRP) benefits The University's cost for the campus and medical centers, if
any, is based upon the annual required pension cost to the
UCRP, as actuarially determined. The annual required
pension cost for the combined DOE laboratories is also
actuarially determined, independently from the campuses and
medical centers. Since the DOE has an ongoing financial
responsibility for these costs, the University records a
receivable from the DOE for any portion of the University's
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Significant accounting
policies, alternative
treatments within
generally accepted
accounting principles,
and the auditor’s
judgment about the quality
of accounting policies
(continued)

Auditor’s response
obligation to UCRP attributable to the DOE laboratories.
9) Retiree health benefits - The University's cost for the
campus and medical centers is based upon the retiree health
benefit cost, as actuarially determined. The retiree health
benefit cost for LBNL is also actuarially determined,
independently from the campuses and medical centers. As
with UCRP benefits, since the DOE has an ongoing financial
responsibility for these costs, the University records a
receivable from the DOE for any portion of the University's
obligation for retiree health benefits attributable to LBNL.
We do not consider any of the accounting elections to be
controversial or relating to emerging areas. All of these critical
accounting policies are fully disclosed in the financial statements.
Significant or Unusual Transactions
Consistent with prior periods and disclosed in the accounting
policies of the University's Annual Financial Statements, the
financial position and operating results of certain legally separate
organizations are included in the University's financial reporting
entity on a blended basis if The Regents is determined to be
financially accountable for the organization. During the year ended
June 30, 2010, two research facilities to be developed and
constructed by two legally separate organizations, the Sanford
Consortium and the Campus Facilities Improvement Association,
were determined by management under GASB Statement No. 14,
The Financial Reporting Entity, to be blended component units of
the University. Therefore, the financial position and operating
results of both of these legally separate organizations are
consolidated into the University's financial reporting entity for the
year ended June 30, 2010.
There were no other significant unusual transactions during the
year ended June 30, 2010 related to financial reporting matters.
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Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Significant accounting
policies, alternative
treatments within
generally accepted
accounting principles,
and the auditor’s
judgment about the quality
of accounting policies
(continued)

Auditor’s response
New Accounting Pronouncements
There are no new accounting pronouncements that have been
determined by management that would significantly affect the
University's financial statements in future periods.
There are no other issued standards which the University has not
implemented or considered for disclosure.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Management judgments
and accounting estimates

Auditor’s response
As with any financial statements, the financial statements of the
University contain judgments and estimates. We are required to
communicate to you the process used by the University in
developing particularly sensitive accounting estimates, as well as
our views thereon.
In preparing its financial statements, University management
makes judgments and estimates regarding provisions for, among
other items, medical revenue, contractual allowances and
uncollectible accounts, the fair value of contributions, the fair value
of certain investments, provisions for self-insurance, provisions for
UCRP and retiree health benefit obligations, depreciable lives for
fixed assets and employee related costs. Estimates used by the
University are based either on historical data, independent
actuaries or, in the case of significant gifts, upon the University’s
independent estimate or internal analysis of fair value, together
with consultations with appraisal firms, if considered necessary.
We have reviewed the processes the University uses in developing
these estimates and believe the processes are reasonable. Any
estimates, however carefully developed, may differ materially from
actual results. Moreover, certain of the estimates, such as medical
center payer reserves, are subject to agreements with various
third-party payers that have provisions for retroactive settlements
and dispute resolution related to matters such as allowable costs,
utilization and charge structure. Provisions have been made in the
financial statements for prior and current years’ estimated
settlements with the various third-party payers. Some of the more
significant estimates inherent in the financial statements, together
with their related amounts at June 30, 2010, include:
 Self-insurance reserves (workers' compensation,
professional liability, employee health and dental) –
$586 million
 Reserves for bad debts (applicable to all receivable
balances, including pledges and notes and mortgages
receivable) – $324 million
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Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Management judgments
and accounting estimates
(continued)

Auditor’s response
 Reserves for medical center third party payer settlement
liabilities - $106 million. These reserves represent
amounts due principally to Medicare and Medi-Cal
 Fair values of certain non-readily marketable investments,
such as $425 million and $2.5 billion in private equity
partnerships held by the University and UCRS,
respectively; and $1.5 billion and $2.3 billion in absolute
return partnerships held by the University and UCRS,
respectively
 Fair value of mortgage loans - $799 million held by the
University
 Fair value of non-agency mortgage-backed securities –
$105 million and $997 million held by the University and
UCRS, respectively (see additional discussion below on
these securities)
 Obligations to UCRP for pension benefits – $1.6 billion for
the University
 Obligations for retiree health benefits - $3.8 billion for the
University
During any reporting period, adjustments of these estimates, while
likely not to be significant to the net assets of the University, may
be significant to the change in net assets for the fiscal year.
As discussed in the notes to the financial statements, as a result of
inactive or illiquid markets, investments in non-agency mortgagebacked securities are valued on the basis of their estimated future
principal and interest payments using appropriate risk-adjusted
discount rates. Our audit procedures, designed to obtain comfort
on the reasonableness of management's valuations for these
securities, included specific review of management's process, data
and assumptions in the development of the fair value.

Audit adjustments

In connection with our audits, we are required to report to you any
adjustments that we have proposed to the University which 1) have
been recorded in the preparation of the financial statements and 2)
have not been recorded but evaluated by us for materiality. In the
course of our audits, we tracked adjustments in excess of the
following amounts for each respective audit:
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Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Audit adjustments
(continued)

Auditor’s response


University - $11 million (overall materiality is $228 million)



UCRP - $34 million (overall materiality is $345 million)



University of California PERS-VERIP - $59 thousand
(overall materiality is $594 thousand)



UCRSP, including the Defined Contribution Plan (the DC
Plan), the Supplemental Defined Contribution Plan, the
Tax-Deferred 403(b) Plan, and the 457(b) Deferred
Compensation Plan - $14 million (overall materiality is
$140 million)



UCRHBT - $34 thousand (overall materiality is $693
thousand)



UC Health and Welfare Department - $3.3 million (overall
materiality is $67 million)



Medical centers - ranges from $450 thousand to $1.3
million (overall materiality ranges from $9 million to $26
million)

Items below these levels were not accumulated. There were no
uncorrected misstatements in excess of any of the above levels for
2010.
A number of out-of-period and reclassification adjustments were
identified during the year. Refer to the summary of adjustments
included as an attachment to the management representation letter
included in the appendix to this report. The adjustments neither
individually, nor in aggregate, are considered material to the
financial statements requiring restatement of the 2009 financial
statements.
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Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Potential effect on the
financial statements of any
significant risks,
exposures and material
uncertainties

Auditor’s response
We are required to report to you significant risks and uncertainties
related to the financial statements as well as material uncertainties,
especially related to going concern matters. The items discussed
below are focused on current issues that affect the financial
statements and are not intended to represent all risks that apply to
the University. The items below are disclosed in the financial
statements, although we have added some additional discussion
beyond what is contained in the financial statements to place these
items in context.
There are significant uncertainties and risks related to certain areas
in which the University operates. As an operator of five academic
medical centers, the University is subject to risks due to complex
reimbursement regulations with varying interpretations. Amounts
received by these hospitals are subject to audit and review by fiscal
intermediaries and significant contingencies often result.
As a recipient of federal awards, the University’s revenue under
grants and contracts is subject to annual audit under OMB Circular
A-133, as well as reviews by its funding agencies. Moreover, due
to the judgments necessary to charge amounts to federal awards,
as well as the decentralized environment in which the University
operates, it is reasonably possible that mischarges could occur.
As an operator of LBNL, the University is subject to oversight by
the DOE related to its charges and its management responsibilities
in general.
The University maintains a large investment portfolio and invests in
both publicly traded and private investments. Declines in the
market value of such investments could significantly impact the
University and UCRS’s financial position. The financial markets,
both domestically and internationally, have been volatile in recent
times and have affected the valuation of investments. The Regents
utilizes asset allocation strategies that are intended to optimize
investment returns over time in accordance with investment
objectives and at levels of risk acceptable to The Regents.
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University of California

Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Potential effect on the
financial statements of any
significant risks,
exposures and material
uncertainties (continued)

Auditor’s response
The University receives considerable support for its operations
from both state and federal sources. Such support includes both
direct state support for certain of its operations and facilities,
financing through the State Public Works Board, federal student
assistance and sponsored research. Changes in the amounts of
such support, which may be out of the control of the University,
could affect its ability to continue its programs at the same levels.
Lastly, the University is subject to various other claims and
contracts, some of which are currently in litigation. In those
circumstances where management believes recording an accrual is
appropriate and in accordance with generally accepted accounting
principles, they have done so.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Control deficiencies

Auditor’s response
We are required to report to you weaknesses in internal control
which are either “significant deficiencies” or “material weaknesses,”
both of which represent deficiencies in the design or operation of
the internal control structure. The purpose of our audit was to
express an opinion on the financial statements, but not to express
an opinion on the effectiveness of the internal control over financial
reporting; accordingly, we are not expressing such an opinion.
Moreover, our audit did not include an audit of internal control over
financial reporting similar to that required for public companies.
A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably
in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of
the entity’s financial statements that is more than inconsequential
will not be prevented or detected by the entity’s internal control.
A material weakness is a significant deficiency, or combination of
significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.
We have completed our evaluation on whether any identified audit
adjustments or deficiencies, individually or in aggregate, are to be
classified as either significant deficiencies or material weaknesses.
Our comments with respect to internal control are contained in
management letters issued to the campuses, medical centers,
foundations, retirement plans, health and welfare program and
LBNL, as applicable.
We have considered the individual deficiencies identified, as well
as in aggregation, and included these deficiencies in our Report to
The Regents' Committee on Compliance and Audit as warranted.
The items contained therein are also control deficiencies only.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Other information in
documents containing
audited/reviewed financial
information

Auditor’s response
Our responsibility with respect to other information in documents
containing audited financial statements is to consider whether its
content or manner of presentation is materially inconsistent with the
financial information covered by our report or whether it contains a
material misstatement of fact.
The University includes its financial statements in its Annual
Financial Report and also in bond offering documents. The
University also includes the financial statements for each of the
medical centers in certain bond offerings. We read the University’s
Annual Financial Report and bond offering documents to ensure
there are no material inconsistencies between the audited financial
statements and the other information in the Annual Financial
Report and the bond offering documents.
In addition, the University prepares management’s discussion and
analysis (MD&A) and required supplemental information (RSI)
surrounding the University's pension and retiree health plans. The
MD&A and RSI are both supplemental information required by
GASB. We read this information to make certain it is not
inconsistent with the financial statements; however, this information
is not audited.
In cases where supplemental information, such as management’s
discussion and analysis, is included in financial statements
submitted by the auditor, we are also required to include a
reference in our opinion describing the supplemental information
and our responsibility thereon. As such, each of the medical center
separately-issued financial statements and the University of
California Health & Welfare Program financial statements include a
reference to required supplemental information and the fact we
issue no opinion thereon.

Disagreements with
management

We are required to inform you of any instances of disagreement
with management, whether or not satisfactorily resolved, about
matters that are significant to the financial statements or the
auditors’ report.
There were no such instances of disagreement.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Consultation with
other accountants

Auditor’s response
If we become aware that the University has consulted with other
accountants on significant accounting and auditing matters,
disclosure or other items related to the financial statements, we
would inform you of any such consultations.
We are not aware of any such consultations with other
accountants.

Significant issues
discussed, or subject to
correspondence, with
management prior to
retention

No such issues were discussed with management.

Significant difficulties
encountered during the
audit

No difficulties were encountered while performing our audit that
require the attention of The Regents' Committee on Compliance
and Audit.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Fraud and illegal acts

Auditor’s response
We are required to ensure that you are informed of any instances
of fraud we become aware of in the course of our audit, unless
those matters are clearly inconsequential. We also are required to
ensure that you are informed of any instances of illegal acts that
come to our attention as part of our audit. Errors identified in
connection with our audit are addressed in connection with
recorded adjustments.
The University has established policies and processes governing
the reporting of all allegations and instances of misuse of University
resources. The policies provide guidance and criteria for
determination of matters to be reported in an annual report on
compliance to the Office of the President. Any matters of
significance are required to be reported to The Regents’ Committee
on Compliance and Audit. There are also additional matters
investigated by internal audit which are reported to The Regents, if
significant.
We have a responsibility to plan and perform our audit to obtain
reasonable assurance about whether the financial statements are
free of material misstatement, whether caused by error or fraud. In
order to fulfill that responsibility, we performed the following
procedures to address fraud:
 Conducted interviews with the Chair of the Regents’
Committee on Compliance and Audit, the Financial
Advisor to The Regents, senior management,
management, internal audit and other employees
regarding the University’s fraud risks and their knowledge
of any fraudulent activity.
 Considered the fraud risk factors present for the board,
senior management, management and employees to
commit fraud, including key incentives, pressures and
opportunities.
 Evaluated whether the University’s programs and controls
that address identified risks of misstatement due to fraud
have been suitably designed and placed in operation.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Fraud and illegal acts
(continued)

Auditor’s response
 Incorporated unpredictability in the selection of the nature,
timing and extent of audit procedures performed.
 Identified and selected journal entries and other
adjustments for testing.
 Performed disaggregated analytics, primarily over
revenue.
No irregularities, frauds or illegal acts involving neither senior
management nor that would cause a material misstatement to the
financial statements, came to our attention as a result of our audit
procedures.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Other material written
communications

Auditor’s response
In accordance with our engagement letter, we are obligated to
provide The Regents' Committee on Compliance and Audit with
copies of all material written communications between us and the
University. Those communications include summaries of waived
and recorded adjustments, management representation letters,
significant internal control recommendations, engagement letters,
and any other substantive written communications.
Attached to this document are discussions of out-of-period
adjustments and the principal management representation letter.
Please note that we receive multiple letters of representation for
each of the campuses, medical centers, campus foundations,
health and welfare program, retirement plans, etc. We have not
provided you with copies of all of those letters, but we would be
pleased to do so if desired. Our engagement letter was signed by
management in May 2010. For the year ended June 30, 2010, we
issued three Letters to Chancellors reporting local internal control
recommendations. These are available upon request to The
Regents' Committee on Compliance and Audit.

Other matters

■ Independence
We hereby re-confirm to The Regents that we are independent
of the University under Rule 101 of the Code of Professional
Conduct of the American Institute of Certified Public
Accountants (AICPA) and the Government Accountability
Office (GAO).
From time to time, we may perform additional services for the
University, which are subject to compliance with the rules set
forth by The Regents, as well as the independence
requirements of the AICPA and GAO. For the past fiscal year,
those services have included the following:
Performance of agreed upon procedures related to
the University's reporting for NCAA rules, 415(m)
plans and Mortgage Origination Program and
Supplemental Home Loan Program
Reviews in connection with bond offerings throughout
the year
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated

Auditor’s response

Other matters (continued)
Report on the special purpose statement of income
and expenses of the Revenue Bonds
IT project and implementation assessments at Irvine
and San Francisco medical centers
A review of internal control and compliance at San
Francisco medical center
Payroll Activity Analysis which commenced after June
30, 2010.
All of these services are permissible services under The
Regents' standards for audit and non-audit services by The
Regents external accounting firm and professional standards.

■ Transparency in Reporting
Transparency can be evaluated based upon, among other
items, the clearness of disclosures, the adherence to the spirit
of required disclosures, rather than meeting the minimum
required, as well as the structuring of transactions, or lack
thereof, to achieve particular accounting results.
Although there are no objective standards by which
transparency may be evaluated, we believe that the University
has made appropriate disclosures in its financial statements,
consistent with materiality standards, and that these
disclosures are clear.

■ Related party transactions
We are required to report to you management’s process for
identifying related party transactions and discuss related party
transaction disclosures. Management’s process includes
circulating the names of potentially related parties to the
campuses and also reviewing disclosures in the financial
statements for transactions with the State of California and
affiliated entities, such as the campus foundations.
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Other matters (continued)

Auditor’s response
The financial statements include disclosures of transactions
with the state and also disclose that the University is a
component unit of the state. The financials also disclose
transactions with the campus foundations and the retirement
system which are presented as separate elements of the basic
financial statements. The separate financial statements of the
medical centers, the campus foundations, the Health and
Welfare Program and UCRS all disclose transactions with the
University as a related party.
Certain transactions are not disclosed separately due to
materiality. These include transactions with affiliates such as
Hastings College of the Law and transactions with companies
for which certain of The Regents may also be on the board.

■ Scope of Services
Reports Prepared as Part of Letter of Arrangement

■
■

Opinion on the basic financial statements

■
■

Opinions on the individual medical centers

■

Issuance of management letters to the individual
Campuses and the Office of the President (as applicable)

■

Required Communications with The Regents' Committee
on Compliance and Audit

■

Issuance of the report on the special purpose statement of
income and expenses of the Revenue Bonds

■

Issuance date for the NCAA agreed-upon procedures
reports

■

Issuance date for all reports required under OMB Circular
A-133

Opinion on the University of California Retirement System
and Health and Welfare Program
Issuance of the report of expanded procedures performed
at Lawrence Berkeley National Laboratory
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Required Communications to The Regents' Committee on Compliance and Audit

Required Communications to The Regents'
Committee on Compliance and Audit
(continued)

Matter to be
communicated
Other matters (continued)

Auditor’s response
Fees for the above services were discussed at the March 10,
2010 Regents’ meeting.
Other Separate Recurring Audit Reports

■

Agreed upon procedures related to sale of Mortgage
Origination Program and Supplemental Home Loan
Program loans

■

Agreed upon procedures related to the 415(m) plans.
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Appendix A

UC Irvine, UC Los Angeles, UC San Diego and UC San Francisco foundations routinely receive gifts of securities and generally, their practice is to
liquidate the securities contributed for operating purposes upon receipt. In fiscal 2010, reporting of the receipt of these gifts and subsequent liquidation
of the securities on the statement of cash flows for the foundations was revised to reflect these gifts as noncash contributions and to include their
liquidation in proceeds from sales of investments. There would have been no impact to the Net increase in cash and cash equivalents for fiscal 2009
had these revisions been made. The impact on Operating activities would have been an increase to cash used of $18.1 million. The impact on
Noncapital financing activities would have been a decrease to cash provided of $10.3 million. The impact on Investing activities would have been a
decrease to net cash used of $28.4 million.

Certain amounts included on the statement of cash flows were classified incorrectly. Corrections were made to the presentation of the statement of
cash flows for fiscal 2010. There would have been no impact to the Net increase in cash and cash equivalents on the fiscal 2009 statement of cash
flows; all changes in classification would have been within Capital and related financing activities or within Operating activities with no impact to either
Net cash used by operating activities or net cash used by capital and related financing activities. The changes within Operating activities would have
been as follows: increases of $7 million in Accounts receivable and $16 million in Other liabilities and a decrease in Employee benefits of $23 million.
The changes within Capital and related financing activities would have been as follows: increases of $15.5 million in State financing appropriations and
$206 million in Scheduled principal paid on debt and capital leases with offsetting decreases of $15.5 million in Purchases of capital assets and $206
million in Proceeds in debt issuance.

UC San Francisco Medical Center had issued variable rate bonds that are collateralized by a letter of credit, which expires within a year from the
University's fiscal year-end and the balance sheet date. The bonds have been appropriately classified as current in the fiscal 2010 financial statements,
however, the debt obligation was classified as a noncurrent liability in fiscal 2009. The effect on fiscal 2009 financial statements would have been an
increase in Current liabilities and a decrease in Noncurrent liabilities of $88.6 million, with no effect on net assets.

UC San Diego has a 25% equity interest in a legally separate, non-profit corporation. The corporation earned income in fiscal 2009, principally from gifts
pledged for construction of a research facility. UC San Diego reported their share of the corporation's income for fiscal 2009 of $6.4 million in fiscal
2010. The effect on fiscal 2009 financial statements would have been an increase in Other nonoperating revenues of $6.4 million and a corresponding
increase to noncurrent assets.

A $10 million pledge was made at UC Berkeley contingent upon the groundbreaking for the Student Athlete High Performance Center. Groundbreaking
occurred in fiscal 2009 and the campus should have recorded revenue in fiscal 2009 since the condition for the pledge was met. The campus reported
the pledge in fiscal 2010. The effect on fiscal 2009 financial statements would have been an increase in Private gift revenue of $10 million and a
decrease in Deferred Revenue for a corresponding amount.

Out of Period Adjustments

In Thousands ($'000)

Appendix A
Summary of Out of Period Adjustments
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Name of Major
American Studies
Anthropology
Anthropology
Applied Economics and Finance
Applied Mathematics and Statistics
Applied Physics
Art
Astronomy and Astrophysics
Astrophysics
Biochemistry and Molecular Biology
Bioengineering
Bioinformatics
Biology
Biology
Biomolecular Engineering And Bioinformatics
Biomolecular Engineering And Bioinformatics
Business Management Economics
Chemistry
Chemistry
Chemistry
Chemistry
Classical Studies
Cognitive Science
Collaborative Leadership
Community Studies
Computer Engineering
Computer Engineering
Computer Engineering
Computer Science
Computer Science
Computer Science
Computer Science
Computer Science: Computer Game Design
Digital Arts & New Media
Earth Sciences
Earth Sciences
Earth Sciences
Earth Sciences
Ecology and Evolution Biology

Modality (as defined in
the WASC Substantive
Change Manual)
Degree Level
Year Implemented
Bachelors
1979-1980
On-campus
Bachelors
1966-1967
On-campus
Research Doctorate
1990-1991
On-campus
Masters
1980-1981
On-campus
Bachelors
2010
On-campus
Bachelors
2003-2004
On-campus
Bachelors
1969-1970
On-campus
Research Doctorate
1966-1967
On-campus
Bachelors
2001-2002
On-campus
Bachelors
1983-1984
On-campus
Bachelors
2006-2007
On-campus
Bachelors
2001-2002
On-campus
Bachelors
1965-1966
On-campus
Bachelors
2000-2001
On-campus
Masters
2003-2004
On-campus
Research Doctorate
2003-2004
On-campus
Bachelors
1998-1999
On-campus
Bachelors
1965-1966
On-campus
Bachelors
1965-1966
On-campus
Masters
1967-1968
On-campus
Research Doctorate
1967-1968
On-campus
Bachelors
1999-2000
On-campus
Bachelors
2010
On-campus
Professional Doctorate 2008-2009
On-campus
Bachelors
1969-1970
On-campus
Bachelors
1986-1987
On-campus
Masters
1989-1990
On-campus
Research Doctorate
1989-1990
On-campus
Bachelors
1968-1969
On-campus
Bachelors
1995-1996
On-campus
Masters
1972-1973
On-campus
Research Doctorate
1972-1973
On-campus
Bachelors
2006-2007
On-campus
Masters
2003-2004
On-campus
Bachelors
1968-1969
On-campus
Bachelors
1969-1970
On-campus
Masters
1968-1969
On-campus
Research Doctorate
1968-1969
On-campus
Bachelors
2000-2001
On-campus
Research Doctorate
Joint Doctorate

Degree List
Associate
Bachelors
Masters
Professional Doctorate

Modality List
On-campus
Off-campus
Distance Education
Correspondence

Ecology and Evolutionary Biology
Ecology and Evolutionary Biology
Economics
Education
Education
Electrical Engineering
Electrical Engineering
Electrical Engineering
Environmental Studies
Environmental Studies
Feminist Studies
Film and Digital Media
Film and Digital Media
German Studies
Global Economics
Health Sciences
History
History
History
History of Art and Visual Culture
History of Consciousness
Information Systems Management
International Economics
Italian Studies
Jewish Studies
Language Studies
Latin American and Latino Studies
Legal Studies
Linguistics
Linguistics
Linguistics
Literature
Literature
Literature
Marine Biology
Mathematics
Mathematics
Mathematics
Microbiology & Environmental Toxicology
Microbiology & Environmental Toxicology
Molecular, Cell, & Developmental Biology
Molecular, Cell, & Developmental Biology
Molecular, Cellular, and Developmental Biology

Masters
Research Doctorate
Bachelors
Masters
Research Doctorate
Bachelors
Masters
Research Doctorate
Bachelors
Research Doctorate
Bachelors
Bachelors
Research Doctorate
Bachelors
Bachelors
Bachelors
Bachelors
Masters
Research Doctorate
Bachelors
Research Doctorate
Bachelors
Research Doctorate
Bachelors
Bachelors
Bachelors
Bachelors
Bachelors
Bachelors
Masters
Research Doctorate
Bachelors
Masters
Research Doctorate
Bachelors
Bachelors
Masters
Research Doctorate
Masters
Research Doctorate
Masters
Research Doctorate
Bachelors

2004-2005
2004-2005
1965-1966
1983-1984
2002-2003
1997-1998
2002-2003
2002-2003
1970-1971
1994-1995
1974-1975
1995-1996
2008-2009
1998-9999
1994-1995
2003-2004
1965-1966
2003-2004
1970-1971
1975-1976
1966-1967
1998-1999
1990-1991
1999-2000
2010
1982-1983
1972-1973
1982-1983
1973-1974
1987-1988
1987-1988
1965-1966
1967-1968
1967-1968
2000-2001
1965-1966
1969-1970
1969-1970
1999-2000
1999-2000
2004-2005
2004-2005
2000-2001

On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus

Music
Music
Music
Music
Music Composition
Network Engineering
Neuroscience & Behavior
Neuroscience & Behavior
Ocean Sciences
Ocean Sciences
Philosophy
Philosophy
Philosophy
Physics
Physics
Physics
Physics Education
Plant Sciences
Politics
Politics
Psychology
Psychology
Science Communication
Social Documentation
Sociology
Sociology
Statistics & Applied Mathematics
Statistics & Applied Mathematics
Technology and Information Management
Technology and Information Management
Theater Arts
Theater Arts
Visual Studies
Research Doctorate

Post Baccalaureate

Masters
Bachelors
Research Doctorate
Masters
Research Doctorate
Masters
Research Doctorate
Bachelors

Post Baccalaureate

Bachelors
Bachelors
Masters
Research Doctorate
Professional Doctorate
Masters
Bachelors
Bachelors
Masters
Research Doctorate
Bachelors
Masters
Research Doctorate
Bachelors
Masters
Research Doctorate
Bachelors
Bachelors
Bachelors
Research Doctorate
Bachelors
Research Doctorate

1969-1970
1997-1998
1987-1988
2006-2007
2004-2005
1997-1998
2001-2002
2001-2002
1981-1982
1998-1999
1965-1966
2000-2001
2000-2001
1965-1966
1969-1970
1969-1970
2009-2010
2001-2002
1965-1966
2000-2001
1965-1966
1970-1971
1981-1982
2004-2005
1966-1967
1976-1977
2006-2007
2006-2007
2009-2010
2009-2010
1971-1972
1980-1981
2008-2009

On-campus
On-campus
On-campus
On-campus
On-campus
Off-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
On-campus
Off-campus
Off-campus
On-campus
On-campus
On-campus

...............................

http://reg.ucsc.edu/catalog/html/programs_courses.html

socialsciences.ucsc.edu

UCSC General Catalog, Programs and Courses

arts.ucsc.edu

http://reg.ucsc.edu/catalog/html/ﬁelds.html

humwww.ucsc.edu

soe.ucsc.edu

Arthur P. Ramirez

Dean, Engineering

svi.ucsc.edu

Sheldon Kamieniecki

Dean, Social Sciences

www1.ucsc.edu/administration/
evc/academic_affairs.asp

UCSC General Catalog, Fields of Study

William A. Ladusaw (interim)

David Yager

...............................

Dean, Humanities

undergraduate.ucsc.edu

...............................

Dean, Arts

graddiv.ucsc.edu

...............................

Mark Cioc (interim)

Gordon Ringold

Senior Director,
Silicon Valley Initiatives

...............................

...............................

Tyrus Miller

Herbert Lee (interim)

Vice Provost,
Academic Affairs
...............................

Vice Provost and Dean,
Undergraduate Education and
Summer Session
...............................

Vice Provost and Dean,
Graduate Studies

Alison Galloway
ucsc.edu/administration/evc

Campus Provost/
Executive Vice Chancellor
Susan Gillman

Chair, Academic Senate

Bruce H. Margon

Vice Chancellor, Research

senate.ucsc.edu

Virginia Steel

University Librarian

UC Santa Cruz
1156 High Street
Santa Cruz, CA 95064
Phone: (831) 459-2495
Fax: (831) 459-5795
Web: www.ucsc.edu

pbsci.ucsc.edu

Lynda Rogers

Dean, University Extension

Dean, Physical and Biological
Sciences
Stephen E. Thorsett

library.ucsc.edu

ucsc.edu/research

...............................
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Carole Rossi

Units

Units

Applications & Project
Management
Budget & Resource Management
Client Relationship Management
Client Services & Security
Core Technologies
Learning Technologies
Research & Faculty Partnerships

Units

Admissions (Undergraduate)
Athletics
Bookstore
Career Center
Colleges (Student & Res. Life)
Counseling & Psychological Svcs.
Disability Resource Center
Educational Opportunity Programs
Educational Partnership Center
Ethnic Resource Centers
Financial Aid
GLBTI Resource Center
Health Services
Housing
Learning Support Services
Physical Ed., Recreation & Sports
Registrar
Svcs. for Transfer & Re-Entry Students
Student Judicial Affairs
Student Media
Student Org. Advising & Resources
Student Orientation Programs
Student Union
UC College Prep (UCCP)
Women’s Center

ADA Compliance (faculty/staff )
Environmental Health & Safety
Financial Affairs
Fire Department
Internal Audit
Labor Relations
Ombudsman
Operations & Resource Mgt.
Physical Planning & Construction
Physical Plant
Printing/Mail/Receiving Services
Real Estate
Risk Services
Staff Human Resources
Student Business Services
Title IX/Sexual Harassment
Transportation/Parking
Services
University Police

Units

Thomas M. Vani

Donna Murphy

Mary M. Doyle

Communications & Marketing
Donor Relations & Development
Government Relations
Operations & Planning
Strategic Philanthropy

Vice Chancellor, Business and
Administrative Services

Vice Chancellor,
University Relations

Vice Chancellor,
Information Technology

Alison Galloway

Campus Provost/
Executive Vice Chancellor

Unit

Academic Personnel Ofﬁce

Units

Academic Planning & Analysis
Budget & Resource Management
Capital Planning & Space
Management
Data Management Services
Institutional Research & Policy
Studies

Pamela Peterson

Assistant Vice Chancellor,
Academic Personnel

Margaret Delaney

Vice Chancellor,
Planning and Budget

Campus Records Management
Information Asset Management

Units

Ken Christopher
Casey Hemard
Linda Kittle
Linda Beaston

EVC Staff

Campus Counsel

............................................

Chancellor
George R. Blumenthal

Vice Chancellor,
Student Affairs

UC Santa Cruz Foundation
UCSC Alumni Association
Friends Groups

Equal Employment Opportunity/
Afﬁrmative Action

Ashish Sahni

Assistant Chancellor/Chief of Staff

Felicia McGinty

UC Santa Cruz
1156 High Street
Santa Cruz, CA 95064
Phone: (831) 459-2495
Fax: (831) 459-5795
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A sample format designed to address this requirement follows.

Description. This data exhibit requests brief narrative information for each degree program, for general education, and for the institution as a
whole: 1) whether formal learning outcomes have been developed (may be answered yes/no); 2) where the learning outcomes for the degree are
listed (include course syllabi, catalogs, and other publications as applicable); 3) approaches used to assess student learning (e.g., capstone courses;
comprehensive assessment examinations; student, alumni, and employer surveys; portfolio review; licensure examination; etc.); 4) processes and
persons involved in analyzing/interpreting findings; 5) use made of findings for improvement of curriculum, pedagogy, or other aspects of the
educational experience; and 6) date of the last program review for the program (presumably this program review will have produced a report that
the team may review).

Issues and Challenges. Not all institutions have yet established learning outcomes and approaches to assessment of learning for all degree
programs. This exhibit may be used to assist an institution in determining the extent to which such systems are in place, and what additional
components or processes it may need to develop in the course of the WASC review. It is critical for an institution to be explicit about its
expectations and to assure that every degree program has or will have in place a quality assurance system for assessing, tracking and improving the
learning of its graduates. Some measures and indicators are embedded in the curriculum and may be difficult to list individually in an exhibit
format. As a result, institutions may wish to supplement this data exhibit with a narrative. Institutions should contact their WASC staff liaison if
they have questions; they should also alert staff to any major departure from the format of this data exhibit. The evaluation team may sample from
the institution’s list of indicators to understand how comprehensively and successfully the institution addresses the quality of its learning
infrastructure.

WASC expects institutions to have educational objectives for degree programs and for the institution as a whole (CFR 1.1, 1.2, and 2.4). To ensure
that educational objectives are met, learning outcomes are to be reflected in academic programs and policies (CFR 2.3); outcomes should also be
published and widely shared, e.g., across programs, with students, and among other stakeholders (CFR 2.4). The faculty is expected to take
collective responsibility for reviewing and demonstrating the attainment of those outcomes (CFR 2.4). Ongoing collection of data and other
evidence, regular analysis, and use of findings all help to assure that students are learning at an appropriate level for the degree or certificate
awarded (CFR 2.2 and 2.6), and that programs are engaged in continuous improvement (CFR 2.7, 4.4). The indicators listed in this exhibit
collectively demonstrate an institution’s commitment to quality assurance and improvement of educational results over time (CFR 4.1 and 4.5).

Why is WASC Interested in Data of This Kind? For an institution to be committed to educational effectiveness, it must have in place a system
for collecting and using evidence in a variety of ways to improve student learning. The indicators asked for in this exhibit reflect how an institution
can approach quality assurance and improvement of student learning systematically. This exhibit is required for the Institutional Proposal; it
should be updated at the time of the Capacity and Preparatory Review and again for the Educational Effectiveness Review. (This exhibit is
required for Special Visit and Interim Reports only if relevant to the issues raised in the action letter). The exhibit should be viewed as a
developmental document: the institution can indicate what activities it already engages in and what remains to be done; successive updates will
then show the institution progresses.

Inventory of Educational Effectiveness Indicators

List each degree
program:

For general education if
an undergraduate
institution:

At the institutional
level:

CATEGORY

(2)
Where are these learning
outcomes published?
(Please specify)

UCSC General Catalog
http://reg.ucsc.edu/catalog

http://senate.ucsc.edu/cep/
GE%20Requirements/GE
RequriementsIndex.html

Undergraduate programs
whose objectives are
implicit in their program
descriptions but are not
formulated as formal
learning outcomes are

(1)
Have formal
learning
outcomes
been
developed?

No.
Institutional
LOs for
undergraduates
are determined
by the GE
program and
University
requirements.
Institutional
expectations for
graduate
programs are
determined by
the faculty
through the
Graduate
Councils at the
systemwide and
campus levels.

Yes

NOTES:

The ? mark for graduate
programs indicates current
consideration of general
LOs appropriate for
graduate research degrees
under Graduate Council

Assessment of student
work at the course level is
performed by faculty.
Course syllabi are
reviewed under the rubric
for each requirement by
CEP

UC Santa Cruz requires a
comprehensive
requirement for all
undergraduate majors.

(3)
Other than GPA, what
data/evidence is used to
determine that graduates
have achieved stated
outcomes for the degree?
(e.g., capstone course,
portfolio review, licensure
examination)

Course faculty responsible
for using results to revised
the course. Periodic
review of courses under
each GE LO will be
managed by CEP

UC Senate Committee on
Education and Graduate
Council oversee
requirements that are
endorsed by program
faculty.

(4)
Who interprets the
evidence? What is the
process?

Individual
instructors use
feed back to
propose course
modifications to
the department.
Departments
readjust
requirements and
course sequences
for the majors.
CEP or Graduate
Council approves
any changes in
major
requirements.
Variable by course and by
GE LO.

•

•

•

(5)
How are the findings
used?

Sample Format:
Inventory of Educational Effectiveness Indicators

1

2009-10

Departments and
their
instructional
programs are
reviewed on a 6
to 8 year cycle.
Each review has
multiple
components,
ending in a
closure letter.
Closure letter
dates are
referenced below
for each
program.

(6)
Date of last
program review
for this degree
program

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/a
nthPS.html
Anthropology Department
http://anthro.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/a
msPS.html
School of Engineering
http://www.soe.ucsc.edu/
Program approved but not
launched, not yet listed
among department
offerings.

?

Yes

no

Anthropology PhD

Applied Mathematics &
Statistics BS

Applied Physics BS

UCSC Catalog
http://reg.ucsc.edu/catalog

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/a
nthPS.html
Anthropology Department
http://anthro.ucsc.edu/

no

Anthropology BA

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/a
mstPS.html
/American Studies
Department
http://americanstudies.ucs
c.edu/undergraduate/

no

American Studies BA

marked “no”.

Advancement to
Candidacy
Dissertation

Senior Seminar
Project

Senior
Thesis/Essay

•

•
•

•

•

•

Senior Seminar
Senior
Thesis/Essay
or pass Graduate
Course

•
•

Senior Seminar

policies.

Faculty review student
work to determine level of

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements.

Faculty review student
work to determine level of
satisfaction of program
requirements.

Results inform faculty
revisions to curriculum
and program structure,

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

2

Jan. 5, 2006

New, pending
first review.

Feb. 5, 2008

Feb. 5, 2008

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

March 1, 2006

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/a
strPS.html
Astronomy Department
http://www.astro.ucsc.edu
/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
hysPS.html
Physics Department
http://physics.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
hemPS.html
Chemistry &
Biochemistry Department
http://chemistry.ucsc.edu/

?

no

no

Yes

Astronomy &
Astrophysics PHD

Physics (Astrophysics)
BS

Biochemistry &
Molecular Biology BS

Bioengineering BS

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/a
rtPS.html
Art Department
http://art.ucsc.edu/

no

Art BA

/html/programs_courses/p
hysPS.html
Physics Department
http://physics.ucsc.edu/

Advancement to
Candidacy
Dissertation

Senior
Thesis/Essay

Senior
Thesis/Essay or
National Exam

All
bioengineering
students complete

•

•

•

•

•

Senior Seminar,
Senior Portfolio,
or Exhibit of
Work

•

Faculty review student
work to determine level of
satisfaction of program

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

satisfaction of program
requirements

3

Pending first
campus review,
will also be

Jan. 21, 2004

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,

Jan. 5, 2006

March 23, 2009

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Jan. 24, 2007

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

reported in self-studies of
program review.

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
mePS.html
School of Engineering
http://www.soe.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
iolPS.html
EE and MCD Department
undergrad advising
http://undergrad.pbsci.ucs
c.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
conPS.html
Economics Department
http://econ.ucsc.edu/under
graduate_program/

?

no

no

no

Biomolecular
Engineering &
Bioinformatics
MS/PHD

Biology BA/BS

Business Management
Economics BA

Chemistry BA/BS

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
mePS.html
School of Engineering
http://www.soe.ucsc.edu/

Yes

Bioinformatics BS

engPS.html
School of Engineering
http://www.soe.ucsc.edu/

Advancement to
Candidacy
Dissertation

Senior
Thesis/Essay or
National Exam
Or pass
Department Exam

Senior
Thesis/Essay

Senior
Thesis/Essay

•

•

•

•

•

•

Senior Seminar or
Senior
Thesis/Essay

•

•

a senior capstone
project in
bioengineering
Senior Thesis.

Faculty review student
work to determine level of
satisfaction of program

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

requirements

Jan. 21, 2004

Results inform faculty
revisions to curriculum
and program structure,

4

June 9, 2009

Jan. 28, 2008

Pending closure
for first review

Pending closure
for first review

accredited by
ABET

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

reported in self-studies of
program review.

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
ducPS.html
Education Department
http://education.ucsc.edu/
academic_programs/docto
ral/edd/

no

Yes

Collaborative
Leadership EDD

Cognitive Science BS

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
sycPS.html
Psychology Department
http://psych.ucsc.edu/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
lasPS.html
Classical Studies Program
http://classicalstudies.ucsc
.edu/

no

Classical Studies BA

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
hemPS.html
Chemistry &
Biochemistry Department
http://pbsci.ucsc.edu/PBS
ci-Undergraduates.html

?

Chemistry MS/PHD

hemPS.html
Chemistry &
Biochemistry Department
http://pbsci.ucsc.edu/PBS
ci-Undergraduates.html

Senior
Thesis/Essay
Senior Dir
Seminar
Or Senior Project

Advancement to
Candidacy
Dissertation/Proje
ct

Research
Experience or
Seminar course

•

•

•
•

•

•

•

•

Advancement to
Candidacy
Dissertation

•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

requirements

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

reported in self-studies of
program review.

5

New, will be
reviewed in
Psychology

August 16, 2004

Jan. 9, 2010

Jan. 21, 2004

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
mpePS.html
School of Engineering
http://www.soe.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
mpePS.html
School of Engineering
http://www.soe.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
mpsPS.html
School of Engineering
http://www.soe.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
mpsPS.html
School of Engineering
http://www.soe.ucsc.edu/

Yes

?

Yes

?

Computer Engineering
BS

Computer Engineering
MS/PHD

Computer Science BS

Computer Science
MS/PHD

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
mmuPS.html
Community Studies
Department
http://reg.ucsc.edu/catalog
/html/programs_courses/c
mmuPS.html

Suspended;
In teach out

Community Studies BA

Pass Exam
Senior Portfolio

Advancement to
Candidacy
Dissertation/Proje
ct

Senior
Thesis/Essay
National Exam
Or Department
Exam

Advancement to
Candidacy
Dissertation

•
•

•

•

•
•

•
•

•

•
•

Field Research
Experience
Senior Seminar
Senior Thesis

•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

6

April 30, 2009

April 30, 2009

March 17, 2009

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

March 17, 2009
And ABET

April 21, 2008

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
mpsPS.html
School of Engineering
http://www.soe.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/d
anmPS.html
DANM
http://danm.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
artPS.html
Earth & Planetary
Sciences Department
http://www.es.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
artPS.html
Earth & Planetary
Sciences Department
http://www.es.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
iolPS.html#eeb
EE Biology Department
http://undergrad.pbsci.ucs
c.edu/

Yes

No

No

?

No

Computer Science:
Computer Game
Design BS

Digital Arts & New
Media MFA

Earth Sciences BS

Earth Sciences
MS/PHD

Ecology & Evolution
Biology BA

Advancement to
Candidacy
Thesis/Project

Senior
Thesis/Essay
Pass Graduate
Course or
Senior Internship

Advancement to
Candidacy
Dissertation

Senior
Thesis/Essay
National Exam

•

•

•

•
•

•

•

•

•

•

Senior
Thesis/Essay
Project

•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

7

Jan. 28, 2008

June 1, 2005

June 1, 2005

Pending closure
on first review

April 30, 2009

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e

?

Yes

Education PHD

Electrical Engineering
BS

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
ducPS.html
Education Department
http://education.ucsc.edu/
academic_programs/docto
ral/phd/

?

Education MA

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
ducPS.html
Education Department
http://education.ucsc.edu/
academic_programs/mast
ers/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
conPS.html
Economics Department
http://econ.ucsc.edu/under
graduate_program/

no

Economics BS

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
iolPS.html#eeb
EE Biology Department
http://www.eeb.ucsc.edu/
grad/index.html

?

Ecology &
Evolutionary Biology
MS/PHD

Senior
Thesis/Essay
Or Department
Exam

Advancement to
Candidacy
Masters Project

Advancement to
Candidacy
Dissertation

Senior Seminar
Senior
Thesis/Essay

•

•

•

•
•

•

•

•

•

Advancement to
Candidacy
Dissertation

•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

8

Feb. 7, 2007
And ABET

Pending closure
on first review

August 16, 2004
And CCTC
accreditation for
the California
Teaching
Credential

June 9, 2009

Jan. 28, 2008

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
ePS.html
School of Engineering
http://www.soe.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
nvsPS.html
Environmental Studies
Department
http://envs.ucsc.edu/under
graduate/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
nvsPS.html
Environmental Studies
Department
http://envs.ucsc.edu/gradu
ate/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/f
mstPS.html
Feminist Studies
Department
http://feministstudies.ucsc
.edu/undergraduate/
UCSC Catalog

?

No

?

No

No

Electrical Engineering
MS/PHD

Environmental Studies
BA

Environmental Studies
PHD

Feminist Studies BA

Film & Digital Media

ePS.html
School of Engineering
http://www.soe.ucsc.edu/
Advancement to
Candidacy
Dissertation

Senior Seminar
Senior
Thesis/Essay or
Senior Internship

Advancement to
Candidacy
Dissertation

Senior Seminar
Senior Dir.
Seminar, or
Senior Project

Senior Seminar

•

•
•

•

•
•

•

•

•

•

•

Senior Portfolio

•

Faculty review student

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Results inform faculty
revisions to curriculum

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

program review.

9

March 1, 2010

Jan. 4, 2010

Feb. 7, 2006

Feb. 7, 2006

Feb. 7, 2007

?

No

No

No

Film & Digital Media
PhD

German Studies BA

Global Economics BA

Human Biology BA

BA

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
iolPS.html#mcdb
MCD Department
http://pbsci.ucsc.edu/PBS

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
conPS.html
Economics Department
http://econ.ucsc.edu/under
graduate_program/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/g
mstPS.html
German Studies Program
http://germanstudies.ucsc.
edu/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/fi
lmPS.html
Film & Digital Media
Department
http://film.ucsc.edu/phd_p
rogram/home

http://reg.ucsc.edu/catalog
/html/programs_courses/fi
lmPS.html
Film & Digital Media
Department
http://film.ucsc.edu/progr
am/major_requirements
Advancement to
Candidacy
Dissertation

Department Exam
or
Senior
Thesis/Essay

Department
Exam,
Senior
Thesis/Essay

Senior
Thesis/Essay,
National Exam,
or
Pass Department
Exam

•

•

•

•

•

•

•

•

•

Senior Thesis or
Senior Project

•
•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

work to determine level of
satisfaction of program
requirements

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

and program structure,
reported in self-studies of
program review.

10

Dec. 12, 2006

June 9, 2010

Jan. 9, 2010

New, pending
first review

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/h
avcPS.html
HAVC Department
http://havc.ucsc.edu/progr
am/introduction
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/h
iscPS.html
His Con Department
http://histcon.ucsc.edu/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/is
mPS.html

No

?

No

History of Art & Visual
Culture BA

History of
Consciousness PHD

Information Systems
Management BS

History Department
http://history.ucsc.edu/gra
duate/index.html

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/h
isPS.html

?

History MA/PHD

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/h
isPS.html
History Department
http://history.ucsc.edu/un
dergraduate/index.html

No

History BA

ci-Undergraduates.html

Advancement to
Candidacy
Dissertation

•

Advancement to
Candidacy
Dissertation

Senior Seminar

•

•

•

Senior Seminar

•

•

•

Senior
Thesis/Essay,
Senior Seminar

•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements
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March 9, 2009

March 5, 2009

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

April 2, 2008

Jan. 9, 2010

Jan. 9, 2010

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/l
nstPS.html
Linguistics Department
http://ling.ucsc.edu/under
graduate/ls_overview.php
UCSC Catalog
http://reg.ucsc.edu/catalog

No

Yes

No

Jewish Studies BA

Language Studies BA

Latin American &
Latino Studies BA

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/j
wstPS.html
Jewish Studies Program
http://jewishstudies.ucsc.e
du/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/it
stPS.html
Italian Studies Program
https://admissions.sa.ucsc.
edu/discover/majors/Italia
nStudies.cfm

No

Italian Studies BA

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
conPS.html
Economics Department
http://econ.ucsc.edu/gradu
ate_program/

?

International
Economics PHD

School of Engineering
http://www.soe.ucsc.edu/

Senior Seminar

Senior Seminar
Thesis/Essay

Department Exam

Senior Seminar
Research

•

•
•

•

•
•

•

Advancement to
Candidacy
Dissertation

•

Faculty review student
work to determine level of

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Jan. 27, 2006

Results inform faculty
revisions to curriculum
and program structure,

12

June 14, 2004

New, pending
first review

Jan. 24, 2009

June 9, 2009

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

?

No

No

Literature BA

Literature MA/PHD

Yes

Linguistics BA

Linguistics MA/PHD

No

Legal Studies BA

UCSC Catalog
http://reg.ucsc.edu/catalog

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/li
tPS.html
Literature Department
http://literature.ucsc.edu/u
ndergraduate/index.html

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/li
ngPS.html

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/li
ngPS.html
Linguistics Department
http://ling.ucsc.edu/under
graduate/ling_overview.p
hp

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/l
gstPS.html
Legal Studies Program
politics@ucsc.edu

/html/programs_courses/l
alsPS.html
LALS Department
http://lals.ucsc.edu/underg
raduate_program/

Senior Seminar

Senior Seminar
Thesis/essay

Advancement to
Candidacy
Thesis/Dissertatio
na

Senior Seminar,
or
Senior
Thesis/Essay or
Senior Project

Advancement to
Candidacy

•

•
•

•

•

•

•

•

•

Paper/Essa
Senior Thesis
Senior Project
Senior Dir
Seminar

•
•
•

Faculty review student
work to determine level of

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

satisfaction of program
requirements

June 14, 2004

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum

13

Jan. 24, 2009

Jan. 24, 2009

June 14, 2004

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Jan. 4, 2010

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

reported in self-studies of
program review.

UCSCCatalog
http://reg.ucsc.edu/catalog
/html/programs_courses/
mathPS.html
Mathematics Department
http://www.math.ucsc.edu
/graduate/index.html
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/
metxPS.html
METOX Department
http://www.etox.ucsc.edu/

?

?

Mathematics PHD

Microbiology &
Environmental
Toxicology MS/PHD

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/
mathPS.html
Mathematics Department
http://www.math.ucsc.edu
/undergraduate/index.html

No

Mathematics BA

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
iolPS.html#eeb
EE Biology De
https://admissions.sa.ucsc.
edu/discover/majors/Mari
neBiology.cfm
partment

No

Marine Biology BA

/html/programs_courses/li
tPS.html
Literature Department
http://literature.ucsc.edu/g
raduate/index.html

Senior
Thesis/Essay
National Exam
Department Exam

Senior Seminar or
Senior
Thesis/Essay

Advancement to
Candidacy
Dissertation

Advancement to
Candidacy
Dissertation

•

•
•

•

•
•

•

•
•

Thesis/Dissertatio
na

•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

satisfaction of program
requirements

14

Jan. 15, 2008

March 17, 2009

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

March 17, 2009

Jan. 28, 2008

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

and program structure,
reported in self-studies of
program review.

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
iolPS.html#mcdb
MCD Department
http://www.mcd.ucsc.edu/
grad/index.html

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/
muscPS.html
Music Department
http://music.ucsc.edu/prog
rams/undergraduate
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/

?

No

No

?

Molecular, Cell &
Developmental Biology
MS/PHD

Music BA

Music BMA

Music Composition
DMA

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/
muscPS.html
Music Department
http://music.ucsc.edu/prog
rams/undergraduate

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
iolPS.html#mcdb
MCD Department
http://undergrad.pbsci.ucs
c.edu/programs/mcdb/ind
ex.html

No

Molecular, Cell, &
Developmental Biology
BA BS

grad/default.html

Senior Project
Recital
Thesis
Partial
Recital/short
thesis

Senior Recital

Advancement to
Candidacy
Dissertation

•

•

•
•

•
•

Advancement to
Candidacy
Dissertation

Senior
Theisis/Essay
National Exam or
Department Exam

•

•
•

•

Faculty review student
work to determine level of
satisfaction of program

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

April 8, 2005

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
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April 8, 2005

April 8, 2005

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Dec. 20, 2006

Dec. 20, 2006

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/
muscPS.html
Music Department
http://music.ucsc.edu/phd
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/c
mpePS.html
School of Engineering
http://www.ce.ucsc.edu/ac
ademics/ms-svc
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
iolPS.html
MCD Biology
Department
http://undergrad.pbsci.ucs
c.edu/programs/mcdb/ind
ex.html
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/o
ceaPS.html
Ocean Sciences
Department
http://oceansci.ucsc.edu/g
raduate/index.html

?

?

No

?

Music PHD

Network Engineering
MS

Neuroscience BS

Ocean Sciences
MS/PHD

muscPS.html
Music Department
http://artsites.ucsc.edu/dm
a/composition/dma.html

Advancement to
Candidacy
Thesis

Senior
Thesis/Essay
Department Exam
National Exam

Advancement to
Candidacy
Dissertation

•

•

•
•

•
•

•

•

Advancement to
Candidacy
Dissertation

•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

requirements

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

program review.
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Feb. 17, 2009

Dec. 20, 2006

March 17, 2009

New, pending
first review

No

?

No

?

No

Philosophy BA

Philosophy MA/PHD

Physics BS

Physics MS/PHD

Physics Education BS

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
hysPS.html

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
hysPS.html
Physics Department
http://physics.ucsc.edu/gr
aduate/index.html

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
hysPS.html
Physics Department
http://physics.ucsc.edu/un
dergrad/index.html

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
hilPS.html
Philosophy Department
http://philosophy.ucsc.edu
/graduate/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
hilPS.html
Philosophy Department
http://philosophy.ucsc.edu
/undergraduate/
Advancement to
Candidacy
Dissertation

Senior
Thesis/Essay

Advancement to
Candidacy
Thesis/Dissertatio
n

Senior
Thesis/Essay

•

•

•

•

•

•

Senior Seminar

•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements
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New, pending
first review

Jan. 5, 2006

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Jan. 5, 2006

March 24, 2008

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

March 24, 2008

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

?

Politics PHD

No; faculty
discussion
underway

No

Politics BA

Psychology BA

No

Plant Sciences BS

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
sycPS.html
Psychology Department
http://psych.ucsc.edu/und
ergraduate/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
oliPS.html
Politics Department
http://politics.ucsc.edu/gra
duate/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
oliPS.html
Politics Department
http://politics.ucsc.edu/un
dergraduate/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/b
iolPS.html#eeb
EE Biology Department
http://undergrad.pbsci.ucs
c.edu/programs/eeb/index.
html

Physics Department
http://physics.ucsc.edu/un
dergrad/index.html

* Senior Seminar
or
Graduate
Course/Essay or
Senior Thesis or
Successful
completion of one
additional politics
upper-division
course..
Advancement to
Candidacy
Dissertation

Seminar Course

•

•

•

•

•
•

•

Senior Thesis
National Exam or
Department Exam

•
•
•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.
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April 6, 2005

Feb. 3, 2009

Feb. 3, 2009

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Jan. 28, 2008

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/s
ocdPS.html
Community Studies
Department
http://socdoc.ucsc.edu/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/s
ocyPS.html
Sociology Department
http://sociology.ucsc.edu/
graduate/
UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/a
msPS.html
School of Engineering
http://www.ams.ucsc.edu/

?

No

?

?

Social Documentation
MA

Sociology BA

Sociology PHD

Statistics & Applied
Mathematics MS/PHD

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/s
ocyPS.html
Sociology Department
http://sociology.ucsc.edu/
undergraduate/

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/p
sycPS.html
Psychology Department
http://psych.ucsc.edu/grad
uate/

?

Psychology PHD

Senior
Thesis/Essay
Senior Seminar

Advancement to
Candidacy
Dissertation

Advancement to
Candidacy
Dissertation

•

•

•
•

•

•

•

Advancement to
Candidacy
Thesis/Project

Advancement to
Candidacy
Dissertation

•

•

•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.
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New, pending
first review

Feb. 23, 2009

Feb. 23, 2009

April 21, 2008

April 6, 2005

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/e
ngrPS.html
School of Engineering
http://www.tim.ucsc.edu/
graduates

?

?

Technology &
Information
Management MS/PHD

Visual Studies PHD

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/h
avcPS.html
HAVC Department
http://havc.ucsc.edu/visua
l_studies_phd

UCSC Catalog
http://reg.ucsc.edu/catalog
/html/programs_courses/t
heaPS.html
Theater Arts Department
http://theater.ucsc.edu/

No

Theater Arts BA

academics/graduate

Advancement to
Candidacy
Thesis/Dissertatio
n

Advancement to
Candidacy
Dissertation

•

•
•

•

Senior Seminar
Department Exam

•
•

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Faculty review student
work to determine level of
satisfaction of program
requirements

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

Results inform faculty
revisions to curriculum
and program structure,
reported in self-studies of
program review.

20

New, pending
first review

New, pending
first review

March 23, 2009

Santa Cruz
(Dollars in Thousands)

CURRENT FUNDS REVENUES

2009-10 Schedule 10-A

Total

Unrestricted
General

TUITION AND FEES
Regular session
Summer session
University extension and continuing education
Student Tuition & Fees - Contra - Bad debts

$ 175,433
7,180
7,795
-

Subtotal

190,408

Scholarship Allowance

(46,563)

Total

$

Restricted

Designated

10,500
-

$ 164,933
7,180
7,795
-

10,500

179,908

-

(46,563)

-

-

$

-

143,845

10,500

133,344

-

592
87,916
28,423
-

-

13,488
3,475
-

592
74,428
24,948
-

116,931

-

16,963

99,968

108,451
24,111
4,382
-

93,953
24,111
-

819
-

14,498
3,563
-

136,944

118,064

819

18,061

327

-

47

280

31,436

-

3,231

28,205

SALES AND SERVICES OF EDUCATIONAL ACTIVITIES

1,473

-

1,473

-

SALES AND SERVICES OF AUXILIARY ENTERPRISES
Apartments
Intercollegiate athletics
Parking operations
Residence and dining halls
Student union and bookstore
Other
Sales & Services-Auxiliary Enterprises-Contra-Bad debts

3,553
97,557
9,738
100
-

-

3,553
97,557
9,738
100
-

-

110,948

-

110,948

-

(25,740)

-

(25,740)

-

85,208

-

85,208

-

FEDERAL GOVERNMENT
Appropriations
Grants
Contracts
Federal Government -Contra - Bad debts
Total
STATE GOVERNMENT
Appropriations
State Fiscal Stabilization Fund (ARRA)
Contracts
State of California - Contra - Bad debts
Total
LOCAL GOVERNMENT
PRIVATE GIFTS, GRANTS AND CONTRACTS

Subtotal
Scholarship Allowance
Total

223

Santa Cruz
(Dollars in Thousands)

CURRENT FUNDS REVENUES
Total

2009-10 Schedule 10-A
Unrestricted
General

SALES AND SERVICES OF MEDICAL CENTERS

-

OTHER SOURCES
Service Enterprises
Other
Other Sources - Contra - Bad debts
Subtotal
Scholarship Allowance

Total Current Funds Revenues

-

-

-

(1,097)
-

344
11,665
-

-

10,912

(1,097)

12,009

-

-

-

12,009

-

$ 253,094

$ 146,514

10,912

$ 527,076

224

Designated

344
10,568
-

-

Total

Restricted

(1,097)

$ 127,467

-

Santa Cruz
2009-10 Schedule 10-B

CURRENT FUNDS EXPENDITURES
BY UNIFORM CLASSIFICATION CATEGORY

(Dollars in Thousands)

Current Funds
Total

Distribution

Unrestricted
General

Salaries and
Wages

Restricted

Other
Expenditures

Less:
Transfers

Designated

INSTRUCTION
GENERAL ACADEMIC
Agriculture and natural resources
Area studies
Biological sciences
Business & Management
Communications
Computer and information
sciences
Education
Engineering
Fine and applied arts
Foreign languages
Letters
Mathematics
Physical education
Physical sciences
Psychology
Social sciences
Interdisciplinary studies
Compensated absences accrual
Total
SUMMER SESSIONS
UNIVERSITY EXTENSION
EDUCATIONAL FEE EXPENSE
PRORATION
Subtotal
ELIMINATED CAPITAL
EXPENDITURES
Total Instruction

$

2,453
1,316
8,374
120
196

$

2,419
1,310
7,555
120
195

3,539
2,843
12,264
11,501
2,315
17,533
3,082
67
16,654
3,867
14,393
6,929
688

3,408
2,839
11,352
10,518
2,288
16,816
3,077
67
16,080
3,865
14,195
5,675
619

108,133

102,397

2,495
10,645

121,273

(1,317)
119,956

$

9
(1)
501
(0)
(4)
(4)
440
749
1
116
0
247
(4)
(49)
95
149

$

25
7
317
1

$

1,928
1,059
6,170
74
144

$

525
257
2,204
47
52

$

0
0
0
-

136
9
472
235
25
601
4
327
6
247
1,159
(79)

2,775
2,005
8,263
8,709
1,780
13,582
2,552
58
13,139
3,168
11,396
4,646
364

764
838
4,002
2,818
534
3,953
529
9
3,515
698
3,004
2,283
324

2
26

2,245

3,491

81,812

26,357

36

2,298

196

0

1,937

558

-

-

10,714

(69)

3,299

7,352

6

2
6
0
-

(33,003)

33,003

-

-

-

-

71,692

46,159

3,422

87,047

34,267

42

(499)
71,193

(480)

(339)

-

(1,317)

-

45,679

3,083

87,047

32,950

42

RESEARCH
INSTITUTES AND RESEARCH
CENTERS
Area studies
Education
Engineering
Fine & Applied Arts
Letters
Library science
Physical sciences
Social Sciences
Interdisciplinary studies
Compensated absences accrual
Total

22,456
350
23,412
79
(203)

119
137
1,891
(14)
2,491

631
164
673
42
(2,567)

21,706
48
20,849
51
(127)

13,962
159
12,747
49
(25)

8,494
191
10,710
30
(178)

0
45
-

46,094

4,624

(1,057)

42,527

26,892

19,246

45

225

Santa Cruz
(Dollars in Thousands)

2009-10 Schedule 10-B

CURRENT FUNDS EXPENDITURES
BY UNIFORM CLASSIFICATION CATEGORY
Current Funds
Total

Unrestricted
General

INDIVIDUAL OR PROJECT
RESEARCH
Agriculture and natural resources
Area studies
Biological sciences
Communications
Computer and information
sciences
Education
Engineering
Fine and applied arts
Foreign languages
Letters
Mathematics
Physical sciences
Psychology
Social sciences
Interdisciplinary studies
Total
Subtotal
ELIMINATED CAPITAL
EXPENDITURES
Total Research

Distribution
Restricted

Salaries and
Wages

Other
Expenditures

Less:
Transfers

Designated

2,268
513
11,889
48
2,516
2,787
21,051
568
2
747
499
12,373
528
3,338
283

484
52
360
-

407
4
161
-

1,377
457
11,368
48

1,250
154
6,217
30

1,019
360
5,671
19

520
51
981
111
2
297
15
732
29
539
16

247
951
1,346
252
1
206
47
752
50
387
267

1,750
1,784
18,724
205
244
436
10,889
449
2,412
-

1,398
1,114
9,934
161
2
304
317
6,141
166
1,644
208

1,193
1,670
11,117
408
0
443
181
6,357
362
1,694
74

75
(3)
0
125
-

59,411

4,190

5,076

50,145

29,039

30,568

196

105,504

8,813

4,020

92,671

55,931

49,814

241

(1,005)

(5,599)

3,015

87,072

55,931

42,897

241

986
573

735
604

574
550

1,194
713

47
9

0
3,872
281

76
1,224
(217)

82
4,174
(184)

145
4,692
(81)

14
4,578
(38)

0
-

4,230

2,642

5,412

5,880

6,460

56

-

-

(6,917)
98,587

(313)
8,500

-

(6,917)

-

-

PUBLIC SERVICE
COMMUNITY SERVICE
Arts and lectures
Community service projects
Work study program-contracting
agencies
Other
Compensated absences accrual
Subtotal
ELIMINATED CAPITAL
EXPENDITURES
Total Public Service

1,721
1,253
159
9,270
(120)
12,284

(5)

(0)
77

(5)

(0)

(5)

-

12,279

4,225

2,642

5,412

5,880

6,455

56

11,333

11,090

71

172

5,051

6,293

11

130

87

2

41

73

57

-

AUDIO VISUAL SERVICES

1,529

1,510

19

0

1,245

627

342

COMPUTING SUPPORT

6,915

6,084

28

803

5,151

1,764

-

ACADEMIC SUPPORT
LIBRARIES
MUSEUMS AND GALLERIES
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Santa Cruz
(Dollars in Thousands)

2009-10 Schedule 10-B

CURRENT FUNDS EXPENDITURES
BY UNIFORM CLASSIFICATION CATEGORY
Current Funds
Total

Unrestricted
General

ANCILLARY SUPPORT
Fine art production
Shops
Vivarium
Other

Distribution
Restricted

Salaries and
Wages

Other
Expenditures

Less:
Transfers

Designated

203
282
26
2,967

170
249
97
1,716

7
34
(71)
849

26
0
402

187
287
173
1,209

117
103
136
1,886

101
107
283
129

3,478

2,232

818

429

1,856

2,242

620

ACADEMIC ADMINISTRATION

9,490

9,553

383

(446)

6,475

3,015

-

COURSE AND CURRICULUM
DEVELOPMENT

1,670

1,627

42

1

811

859

-

654

1,118

(396)

(68)

155

499

-

Total

COMPENSATED ABSENCES
ACCRUAL
EDUCATIONAL FEE EXPENSE
PRORATION
Subtotal
ELIMINATED CAPITAL
EXPENDITURES
Total Academic Support

-

(3,551)

3,551

-

-

-

-

35,199

29,749

4,517

934

20,817

15,356

973

(8,167)

(8,117)

(20)

(2,715)

(5,452)

27,032

21,632

4,487

914

18,102

9,904

973

1,541
-

401
-

1,098
-

42
-

1,109
-

748
-

315
-

1,541

401

1,098

42

1,109

748

315

2,651
778
163
5,041
7,054

374
22
24

2,256
752
140
4,714
6,660

21
26
1
327
370

1,223
437
81
2,180
2,521

1,428
342
83
2,871
4,920

0
10
388

15,688

420

14,522

745

6,442

9,643

398

-

-

-

-

-

-

-

3,372
2,275
555

15
244
1

3,226
1,937
546

131
94
8

2,266
1,489
399

1,106
786
163

(1)
7

6,202

260

5,709

233

4,154

2,055

6

(31)

-

STUDENT SERVICES
STUDENT SERVICES
ADMINISTRATION
Administration
Other student services
Total
SOCIAL AND CULTURAL PROGRAM
Associated students
Cultural programs
Housing service
Recreational programs
Other social services
Total
SUPPLEMENTARY EDUCATIONAL
SERVICE
COUNSELING AND CAREER
GUIDANCE
Counseling
Disadvantaged student assistance
Foreign students programs
Placement
Total
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(Dollars in Thousands)

2009-10 Schedule 10-B

CURRENT FUNDS EXPENDITURES
BY UNIFORM CLASSIFICATION CATEGORY
Current Funds
Total

Unrestricted
General

Distribution
Restricted

Salaries and
Wages

Other
Expenditures

Less:
Transfers

Designated

FINANCIAL AID
ADMINISTRATION

4,157

2,101

2,018

38

2,402

2,018

264

STUDENT ADMISSIONS AND
RECORDS
Admissions
Registrar

4,751
1,473

4,236
1,072

495
400

20
1

3,206
948

1,545
525

-

6,224

5,308

894

21

4,154

2,070

-

16,493

-

16,487

7

3,259

13,234

(0)

109

263

9

100

-

Total
STUDENT HEALTH SERVICES
COMPENSATED ABSENCES
ACCRUAL
EDUCATIONAL FEE EXPENSE
PRORATION
Subtotal
ELIMINATED CAPITAL
EXPENDITURES
Total Student Services

50,414

(342)

(8,668)
85

(8)

(125)

(29)

8,668

-

-

-

-

49,272

1,056

21,529

29,868

983

(327)

(7)

-

(342)

-

50,072

77

48,945

1,050

21,529

29,526

983

501
5,657
1,859

499
5,413
1,858

242
0

2
1
-

366
4,077
1,425

135
1,580
434

0
-

8,016

7,771

242

4

5,868

2,149

0

2,626
683
188
1,446
(341)

2,388
498
188
957
1,279

237
186
488
(1,620)

1
1
-

2,657
528
168
1,053
604

(31)
155
84
393
106

64
1,052

4,602

5,310

(710)

2

5,011

707

1,116

1,247
1,587
3,042
(6,711)

609
5,885
2,533
(1,579)

636
(4,299)
508
(5,132)

2
2
1
-

854
7,876
3,607
259

540
(4,864)
(291)
(6,970)

147
1,426
274
-

7,448

(8,288)

4

12,596

(11,585)

1,847

INSTITUTIONAL SUPPORT
EXECUTIVE MANAGEMENT
Academic senate secretariat
Chancellors and vice chancellors
Planning and budgeting
Total
FISCAL OPERATIONS
Accounting
Audits
Cashiers
Contracts and grants administration
Risk management
Total
GENERAL ADMINISTRATIVE
SERVICES
Computer centers
Environmental health and safety
Information systems
Personnel
Other
Total

(836)
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(Dollars in Thousands)

2009-10 Schedule 10-B

CURRENT FUNDS EXPENDITURES
BY UNIFORM CLASSIFICATION CATEGORY
Current Funds
Total

Unrestricted
General

LOGISTICAL SERVICES
Garage
Mail and messenger
Material management
Police
Printing services
Telephone
Total
COMMUNITY RELATIONS
Development
Public information
Publications
Total
COMPENSATED ABSENCES
ACCRUAL
EDUCATIONAL FEE EXPENSE
PRORATION
Subtotal
ELIMINATED CAPITAL
EXPENDITURES
Total Institutional Support

Distribution
Salaries and
Wages

Restricted

Other
Expenditures

Less:
Transfers

Designated

239
224
731
4,163
359
4,383

152
581
3,708
7

239
68
149
454
348
4,376

0
4
1
11
-

386
424
1,204
3,006
662
2,310

1,614
628
(172)
1,178
1,180
2,953

1,760
828
301
22
1,483
880

10,099

4,448

5,634

17

7,992

7,382

5,275

7,173
1,012
322

3,580
969
259

3,028
42
63

565
1
-

4,111
707
178

3,062
305
143

0

8,507

4,808

3,133

566

4,996

3,511

0

209

1,924

(1,615)

(100)

158

51

-

(9,824)

9,824

-

-

-

-

21,884

8,221

493

36,620

2,215

8,238

-

-

493

36,620

1,373

8,238

30,598

(843)

(140)

(702)
7,519

(843)

-

29,755

21,744

1,719

1,832

(127)

15

4,085

2,008

4,374

6,874
2,108
1,328
4,399
(275)
22
220
7,272
(219)
-

6,349
1,983
1,309
4,378
118
213
7,140
(234)
(5,585)

523
125
8
21
(393)
22
2
132
15
5,585

2
10
4
-

4,133
1,653
1,528
5,163
118
1
343
558
(180)
-

4,901
519
1,133
3,487
(393)
1,896
688
12,162
(39)
-

2,159
64
1,333
4,251
1,874
811
5,448
-

17,504

5,913

31

17,402

26,359

20,314

-

-

OPERATION AND MAINTENANCE OF
PLANT
Administration
Building maintenance and major
repairs and alterations
Fire Department
Grounds maintenance
Janitorial service
Other provisions
Plant service
Refuse disposal
Utilities
Compensated absences accrual
Educational fee expense proration
Subtotal
ELIMINATED CAPITAL
EXPENDITURES
Total Operation and Maintenance
of Plant
STUDENT FINANCIAL AID
Scholarship Allowance
Total Student Financial Aid

23,447

(241)

(18)

(222)

(241)

-

23,207

17,486

5,690

31

17,402

26,119

20,314

85,489

4,385

48,846

32,258

163

85,326

-

(72,303)

-

13,023

-

(72,303)
13,186

-

(72,303)

-

-

4,385

(23,457)

32,258

163
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2009-10 Schedule 10-B

CURRENT FUNDS EXPENDITURES
BY UNIFORM CLASSIFICATION CATEGORY

(Dollars in Thousands)

Current Funds
Total

Distribution

Unrestricted
General

Restricted

Salaries and
Wages

Other
Expenditures

Less:
Transfers

Designated

AUXILIARY ENTERPRISES
Apartments
Bookstore
Cafeteria
Residence halls
Parking
Other
Compensated absences accrual
Subtotal
ELIMINATED CAPITAL
EXPENDITURES

-

11,197
9,551
18,301
25,622
2,854
15,751
119

19
18
133
52
2
202
-

83,822

-

83,396

426

(354)

Total Auxiliary Enterprises
Total Current Funds Expenditures

11,217
9,569
18,434
25,674
2,856
15,954
119

-

83,468
$

457,542

(346)

$

149,242

230

177,571

18,360

(9)

83,050
$

1,050
1,200
7,261
5,880
1,149
1,884
(64)

-

417
$

130,730

261,034

734
545
16
-

66,757

1,295

(354)

18,360
$

10,167
8,369
11,907
19,794
2,252
14,085
183

-

66,403
$

228,650

1,295
$

32,142
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Many institutions regularly compile the data required, but not all do so in a systematic or regular way. If your institution has readily
available data that are consistent with the basic requirements in the exhibits, you may provide the information on your own forms or in
your own formats and are not required to utilize the exact forms included in the data exhibits. If your institution does not regularly
publish such information or have it in a comparable form, the exhibit forms attached provide a template for assembling and presenting
the required information. To assist in completing the forms, calculation instructions are provided for each template, based on existing
institutional reporting requirements such as IPEDS, wherever possible.

The data exhibits developed to support the Institutional Proposal, Special Visit Reports and Interim Reports are intended to provide
basic contextual information to peer reviewers as they evaluate the Institutional Proposal. The institution is expected to comment on
data trends that are unusual, and to highlight data that figure in the institution’s report. The exhibits form the first part of the
institution’s ongoing portfolio during the Proposal stage of the institution’s accreditation review and are updated in the Capacity &
Preparatory Review. The same exhibits are also used when an institution is required by the Commission to submit an Interim Report.
An abbreviated set of data exhibits is used for the Educational Effectiveness Review.

The 2001 Handbook of Accreditation emphasizes WASC’s principle that the process of accreditation should rely on concrete
evidence. The Commission determined that the process should increasingly utilize existing data and documentation – in other words,
data that the institution collects for its own purposes – rather than new data gathered exclusively for use by WASC, or extensive
narrative reporting. Through the accreditation process, institutions are encouraged to systematically assemble and reflect on existing
information and to use it more intentionally for decision making and improvement initiatives.

As noted in the WASC Handbook of Accreditation, all institutions are required to submit a “prescribed set of Basic Descriptive Data in
standard form that address a range of common institutional characteristics including enrollments, listings of the institution’s academic
programs, numbers of faculty and staff employed, and available fiscal, physical, and information resources.” The purpose of this
Supplement is to provide guidance to institutions about how to assemble and present this required data as a part of the Institutional
Proposal, Special Visit Reports and Interim Reports.

REQUIRED DATA EXHIBITS TO SUPPORT THE INSTITUTIONAL PROPOSAL,
SPECIAL VISIT REPORTS & INTERIM REPORTS

Institutional Type and Organizational Structure:
Mission statement (unless in catalog)
Organizational chart
Catalog
Summary Data Form

Student Body Characteristics:
Enrollments by level
Enrollments by full-time/part-time status
Total degrees granted by level

Academic Programs:
List of academic programs currently offered [from Annual Report form]

Faculty and Staff:
Faculty headcount (full and part-time)

Fiscal, Physical and Information Resources:
Financial Ratios
Financial Audits for the last two years

Inventory of Educational Effectiveness Indicators
Inventory of Educational Effectiveness Indicators

Concurrent Accreditation and Key Performance Indicators
Inventory of Concurrent Accreditation and Key Performance Indicators















As described, the Institutional Proposal and Special Visit Report will be accompanied by a Basic Descriptive Data Profile intended to provide
important context for discussing the proposal. Other data relevant to this discussion will be assembled through the institution’s previous annual
reports. Contents of the Basic Descriptive Data Profile include:

REQUIRED DATA EXHIBITS
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Lower
Division
Headcount
6,350 (42%)
6,534 (43%)
7,179 (45%)
7,759 (47%)
7,206 (43%)

Total
Headcount
Enrollment

15,012

15,364

15,825

16,615

16,775

2005

2006

2007

2008

2009

8,051 (48%)

7,360 (44%)

7,196 (46%)

7,399 (48%)

7,229 (48%)

Upper
Division
Headcount

1,484 (9%)

1,469 (9%)

1,417 (9%)

1,399 (9%)

1,676 (11%)

Graduate
Headcount

20 (0.1%)

19 (0.1%)

22 (0.1%)

20 (0.1%)

25 (0.2%)

PostBaccalaureate
(Non-Graduate)
Headcount

2 (0%)

6 (0%)

6 (0%)

8 (0%)

21 (0%)

Non-Degree
Headcount

UCSC Headcount Enrollment by Level (Fall Term)

16,554

16,408

15,576

15,131

14,790

4

Total FTE
Enrollment

Full-Time
14,443 (96%)
14,802 (96%)
15,230 (96%)
16,106 (97%)
16,254 (97%)

Total Headcount
Enrollment
15,012
15,364
15,825
16,615
16,775

2005

2006

2007

2008

2009

521 (3%)

507 (3%)

595 (4%)

562 (4%)

569 (4%)

Part-Time

16,427 (98%)

16,286 (98%)

15,468 (98%)

15,050 (98%)

14,706 (98%)

On-Campus
Location

348 (2%)

329 (2%)

357 (2%)

314 (2%)

306 (2%)

Off-Campus
Location

UCSC Headcount Enrollment by Status and Location (Fall Term)
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3,411 (89%)
3,450 (89%)
3,271 (89%)
3,488 (89%)

3,839

3,877

3,698

3,927

2006-07

2007-08

2008-09

2009-10

Bachelor
3,242 (88%)

Associate

3,684

Less than
2-Year

2005-06

Total Degrees
Granted

17 (0.4%)

20 (0.5%)

18 (0.5%)

22 (0.6%)

20 (0.5%)

PostBaccalaureate

270 (7%)

262 (7%)

278 (7%)

274 (7%)

286 (8%)

Master

152 (4%)

145 (4%)

131 (3%)

132 (3%)

136 (4%)

Doctorate

UCSC Degrees and Certificates Granted by Level (Academic Year)
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Other

Full-Time
Faculty
534 (68%)
549 (67%)
548 (67%)
589 (68%)
567 (70%)

Total Faculty
Headcount
782
816
820
864
809

2005

2006

2007

2008

2009

242 (30%)

275 (32%)

272 (33%)

267 (33%)

248 (32%)

Part-Time
Faculty

UCSC Faculty by Employment Status

698.62

744.91

717.46

701.78

665.01

Total Faculty
FTE
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Expendable net assets = unrestricted net assets + temporarily restricted net assets – net property plant and equipment + long-term debt.
Long-term debt includes the total remaining principal amount for any debt obligation with an original maturity of greater than one year.

Expendable Net Assets / Long-term Debt

8

Viability Ratio: This measures whether or not the institution has sufficient net assets to pay off its long-term debt. It is a measure of long-term
viability. A typical way of calculating this ratio is:

Operating income includes tuition and fees net of scholarships and financial aid; unrestricted grants, contracts and gifts; endowment
income per the spending policy; investment and interest income on operating funds; other unrestricted income; auxiliary revenues less
auxiliary expenses, and academic extension income. Education and general expenses exclude auxiliary expenses.

Operating Income / Total Education and General Expenses

Operating Income Ratio: A measure of whether or not core operating activities are covering expenses. A common way of calculating this ratio
is:

Change in Unrestricted Net Assets / Total Unrestricted Revenues

Net Income Ratio: A measure of whether or not the institution is operating within available resources. The key question is, ‘Did annual
revenue-generating activities (including investment income) cover expenses?’ This is typically measured as follows:

Change in Net Assets / Total net assets at the beginning of the fiscal year.

Issues and alternatives. The following definitions are provided to assist with completing the exhibit.
 Return on Net Assets Ratio: A measure of whether or not the institution’s resources are growing. A typical way of measuring this is
calculating the percentage change in net assets:

Description. This exhibit requests information on key financial ratios that may be used to determine an institution’s “financial health.” The ratios
help measure the institution’s capacity to continue to provide promised educational services to students who have enrolled.

Key Financial Ratios

Operating Income Ratio

Net Tuition per Student

Source: UCOP UC Accountability Report, inflation adjusted HEPI dollars, systemwide data

Instructional Expense per Student

Expendable Net Assets / Long Term Debt

Viability Ratio

Operating Income / Total Expenses

Operating Income Ratio

Net Income Ratio

Change in Unrestricted Net Assets / Total Unrestricted Revenues

Net Income Ratio Calculation

Return on Net Assets

Return on Net Assets Calculation
Change in Net Assets / Total Net Assets at the beginning of fiscal
year

n/a

$17,200

n/a

-.01

343,274,000

- 1,907,000 /

FY07

FY08
83,995,000 /
870,507,000

n/a

$17,300

n/a

.11

371,014,000

40,566,000 /

.10

Key Financial Ratios
FY09

n/a

$16,500

n/a

-.01

359,876,000

-35,525,000 /

.09

954,502,000

83,857,000 /

FY10

n/a

$15,820

n/a

.15

380,561,000

55,269,000

.15

1,038,359,000

155,638,000 /

9

A sample format designed to address this requirement follows.
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Description. This data exhibit requests brief narrative information for each degree program, for general education, and for the institution as a
whole: 1) whether formal learning outcomes have been developed (may be answered yes/no); 2) where the learning outcomes for the degree are
listed (include course syllabi, catalogs, and other publications as applicable); 3) approaches used to assess student learning (e.g., capstone courses;
comprehensive assessment examinations; student, alumni, and employer surveys; portfolio review; licensure examination; etc.); 4) processes and
persons involved in analyzing/interpreting findings; 5) use made of findings for improvement of curriculum, pedagogy, or other aspects of the
educational experience; and 6) date of the last program review for the program (presumably this program review will have produced a report that
the team may review).

Issues and Challenges. Not all institutions have yet established learning outcomes and approaches to assessment of learning for all degree
programs. This exhibit may be used to assist an institution in determining the extent to which such systems are in place, and what additional
components or processes it may need to develop in the course of the WASC review. It is critical for an institution to be explicit about its
expectations and to assure that every degree program has or will have in place a quality assurance system for assessing, tracking and improving the
learning of its graduates. Some measures and indicators are embedded in the curriculum and may be difficult to list individually in an exhibit
format. As a result, institutions may wish to supplement this data exhibit with a narrative. Institutions should contact their WASC staff liaison if
they have questions; they should also alert staff to any major departure from the format of this data exhibit. The evaluation team may sample from
the institution’s list of indicators to understand how comprehensively and successfully the institution addresses the quality of its learning
infrastructure.

WASC expects institutions to have educational objectives for degree programs and for the institution as a whole (CFR 1.1, 1.2, and 2.4). To ensure
that educational objectives are met, learning outcomes are to be reflected in academic programs and policies (CFR 2.3); outcomes should also be
published and widely shared, e.g., across programs, with students, and among other stakeholders (CFR 2.4). The faculty is expected to take
collective responsibility for reviewing and demonstrating the attainment of those outcomes (CFR 2.4). Ongoing collection of data and other
evidence, regular analysis, and use of findings all help to assure that students are learning at an appropriate level for the degree or certificate
awarded (CFR 2.2 and 2.6), and that programs are engaged in continuous improvement (CFR 2.7, 4.4). The indicators listed in this exhibit
collectively demonstrate an institution’s commitment to quality assurance and improvement of educational results over time (CFR 4.1 and 4.5).

Why is WASC Interested in Data of This Kind? For an institution to be committed to educational effectiveness, it must have in place a system
for collecting and using evidence in a variety of ways to improve student learning. The indicators asked for in this exhibit reflect how an institution
can approach quality assurance and improvement of student learning systematically. This exhibit is required for the Institutional Proposal; it
should be updated at the time of the Capacity and Preparatory Review and again for the Educational Effectiveness Review. (This exhibit is not
needed for Special Visit and Interim Reports). The exhibit should be viewed as a developmental document: the institution can indicate what
activities it already engages in and what remains to be done; successive updates will then show the institution progresses.

Inventory of Educational Effectiveness Indicators

6.

5.

4.

3.

2.

List each degree program:
1.

For general education if an
undergraduate institution:

At the institutional level:

CATEGORY

(1)

Have formal
learning
outcomes
been
developed?

Where are these learning
outcomes published?
(Please specify)

(2)
Other than GPA, what
data/evidence is used to
determine that graduates have
achieved stated outcomes for
the degree? (e.g., capstone
course, portfolio review,
licensure examination)

(3)
Who interprets the evidence?
What is the process?

(4)

(5)
How are the findings used?

Sample Format:
Inventory of Educational Effectiveness Indicators
(6)
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Date of last
program review for
this degree
program

Enter the date of the most recent accreditation action by each agency, either for initial accreditation or reaffirmation of
accreditation. Enter N/A if programmatic accreditation does not apply.

Provide a summary (using bullet points) of the key findings or areas for continuing attention as expressed in the formal action
letter from the agency. Indicate here whether a sanction has been imposed or accreditation withdrawn in the most recent action by
the agency.
Identify one of the measures that each program has designated as indicative of program effectiveness and that is being tracked by
the institution. Measures such as licensure examination pass rates or examination scores are preferred measures, though
employment rates with the field (as defined by the accrediting agency) may also be selected. Please indicate whether scores being
reported represent a sampling of student performance or an aggregate of scores for all program graduates.
Enter trend data for up to three years for the designated effectiveness indicator for each listed program. Specify the years for
which data are reported. Institutions should not be limited to an individual cell in reporting these data. Hyperlinks to an attached
bar or line graph may be utilized (see Figures 1 and 2).

Column 3

Column 4

Column 6
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Enter the name of each agency that accredits or certifies the institution’s program. (Agencies providing state-level certification
should be limited only to those that have jurisdiction within the WASC region.)

Column 2

Column 5

Enter the name of the program for which the institution has obtained specialty or programmatic accreditation. After listing each
accredited program, please add any other programs that may lead to program-specific licensure or credential examinations but for
which accreditation is not available, not chosen, or pending at the institution.

Column 1

Instructions. This data exhibit requests information for each program that is accredited by a specialized or programmatic accrediting agency.
This information should be submitted with the Institutional Proposal and updated and submitted with the reports for the Capacity & Preparatory
and Educational Effectiveness Reviews (This exhibit is not needed for Special Visit and Interim Reports). The attached exhibit format is an
example; institutions may use other formats or supplement this exhibit with additional pages or links.

WASC’s core commitment to educational effectiveness requires each institution to collect, analyze, and use data that demonstrate student
performance at appropriate levels. Specialized programmatic accreditation can provide an external measure validating educational effectiveness,
especially as these agencies increase their attention to assessment of student learning. In addition, professional programs with specialized
accreditation usually collect data on employment of graduates and on graduates’ pass rates on licensing examinations.

Inventory of Concurrent Accreditation and Key Performance Indicators

Within the WASC region only

ABET

Computer
Engineering B.S.

1

[Example]
AACSB
AACSB

2
Professional, special,
state1, or
programmatic
accreditation agency
for this program

[Example]
General Business
International
Business

1
Name of
accredited or
certificated
program

7/27/2010

[Example]
10/21/04

3
Date of most
recent
accreditation
action by
agency

Program
Educational
Objectives –
Strength of
compliance is
lacking with regard
to both the
program
educational
objectives
themselves, and an
assessment and
evaluation process
that can document
and demonstrate
the degree of
attainment of
program
educational
objectives that
meet the definition
in the criteria.
Program Outcomes
– assessment tools
for some of the





 Increase use of courselevel formative
assessment aligned
with program
outcomes

[Example]

4
Summary (“bullet points”)
of key issues for continuing
institutional attention
identified in agency action
letter or report

Technical Writing
course, CE 185,
used by both
computer and
electrical
engineering
programs, is
particularly well
attuned and
responsive to the
communications
needs of students.

[Example]
ETS Business
Area Scores,
Seniors, all

5
One performance
indicator accepted
by the agency;
selected by
program
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ABET Outcomes
http://abet.soe.ucsc.edu/outcomeindex.html

[Example]
Business ETS 5 yrs

6
For one indicator, provide 3 years’ trend
data. Use link to cell for graph if desired.

UCSC Inventory of Concurrent Accreditation and Key Performance Indicators

CCTC

Education
M.A./Teaching
Credentials

Note:
Attachments (2)

ABET

Electrical
Engineering B.S.

4/7/2004

7/27/2010

None

No issues noted.

outcomes do not
provide the
specificity to the
program or
generate metrics
that do not reliably
demonstrate
attainment.

None

Technical Writing
course, CE 185,
used by both
computer and
electrical
engineering
programs, is
particularly well
attuned and
responsive to the
communications
needs of students.
none
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ABET Outcomes
http://abet.soe.ucsc.edu/outcomeindex.html

UNIVERSITY of CALIFORNIA
Annual Financial Report
2008-2009

The University of California
10
extraordinary campuses

5
quality-deﬁning medical centers

3
discovery-driven national laboratories

226,000
motivated students

180,000
dedicated faculty and staﬀ

1.6 million
living alumni

141 years
of teaching, research and public service

The world’s premier public
research university
system, working for
the people of California.

LETTER FROM THE PRESIDENT

As president of the University of California, it is an
honor — and an adventure — to be part of all the
important research, educational advances and public
service that make our institution such a valuable
partner to California. Whether it’s a cure for a disease,
a new technology or the next generation of alternative
fuels and energy, UC creates an environment where
innovation and creativity are encouraged at every
level — from freshmen students to Nobel laureates.
Each and every day great things happen here. Yet this
ﬁnancial report gives testimony to the challenges that
threaten that greatness.
As California struggles through the worst economic downturn since the 1930s, state
support for higher education has declined signiﬁcantly. As a result, UC has had to
take drastic actions to protect the quality of our academic programs. For the last
year, we have been engaged in aggressive cost-cutting, administrative restructuring
and sacriﬁces from every member of the University community — students, staﬀ and
faculty.
Through this period of ﬁscal uncertainty, we remain determined to preserve the high
quality of a UC education and to keep our campuses accessible to every promising
student willing to embrace the UC commitment to greatness.
Looking forward, it is clear to me that UC must forge a new vision of itself to survive
in a climate of continuing ﬁnancial stress. In search of that vision, we have launched
the UC Commission on the Future. This commission is exploring ways to sustain
UC’s vital role in California’s economic and cultural development against a backdrop
of greatly diminished ﬁnancial resources. UC Board of Regents Chairman Russell
Gould and I chair the commission, drawing on experts from UC and outside the
University. We are examining research strategies, new funding and educational delivery
models and issues of aﬀordability, access and enrollment capacity. I look forward
to the recommendations that will come out in 2010 from this groundbreaking selfexamination.
UC faces extreme challenges. I have no doubt, however, that we will emerge from
these diﬃculties with a renewed commitment to our educational, research and public
service missions. Mediocrity is not an option.
I thank you for your interest and continued support

Mark G. Yudof

FACTS IN BRIEF
2009

2008

2007

2006

2005

Undergraduate fall enrollment
Graduate fall enrollment
Total fall enrollment
University Extension enrollment

173,078
52,962
226,040
307,781

167,693
52,341
220,034
291,631

163,302
50,996
214,298
294,976

159,066
50,014
209,080
302,388

158,431
49,478
207,909
332,842

FACULTY AND STAFF (full-time equivalents)

134,912

131,568

127,368

123,997

121,726

$ 2,096,817
4,707,584
8,100,207
2,889,563
664,103
154,998
667,983

$ 1,921,918
4,514,866
7,415,491
3,532,333
733,966
245,305
1,048,580

$ 1,737,597
4,315,595
6,788,289
3,243,492
681,277
216,783
2,188,475

$ 1,662,948
4,144,576
6,221,648
2,939,539
624,052
166,502
4,231,922

$ 1,557,828
3,976,549
5,742,695
2,773,037
536,995
217,218
4,146,261

Instruction
Research
Public service
Academic support
Student services
Institutional support
Operation and maintenance of plant
Student ﬁnancial aid 2
Medical centers
Auxiliary enterprises
Depreciation and amortization
Department of Energy laboratories
Other

4,266,250
3,740,604
491,121
1,492,017
614,093
1,054,529
564,781
458,474
5,225,712
969,652
1,197,404
661,863
105,276

4,126,929
3,495,821
482,487
1,451,004
601,896
1,076,854
568,585
425,985
4,757,958
955,701
1,093,620
1,039,330
78,866

3,520,435
3,156,541
420,760
1,188,204
499,791
857,733
475,638
406,520
4,085,642
807,271
1,049,008
2,169,750
86,416

3,212,552
3,035,949
400,844
1,139,201
470,283
764,165
451,882
363,635
3,675,271
719,551
997,023
4,197,685
88,662

3,046,225
2,916,534
371,209
1,014,002
436,050
652,646
415,096
369,424
3,423,315
695,310
954,878
4,112,077
72,644

INCREASE (DECREASE) IN NET ASSETS

(2,252,036 )

(234,664 )

2,004,157

1,422,406

1,183,223

STUDENTS

SUMMARY FINANCIAL INFORMATION (IN THOUSANDS OF DOLLARS, EXCEPT FOR PARTICIPANT INFORMATION)
UNIVERSITY OF CALIFORNIA
PRIMARY REVENUE SOURCES
Student tuition and fees, net 1
Grants and contracts, net
Medical centers, educational activities and auxiliary enterprises, net
State educational, ﬁnancing and capital appropriations
Private gifts, net
Capital gifts and grants, net
Department of Energy laboratories

OPERATING EXPENSES BY FUNCTION

FINANCIAL POSITION
Investments, at fair value
Capital assets, at net book value
Outstanding debt, including capital leases
Obligations for pension and retiree health beneﬁts
Net assets

13,403,572
21,276,915
10,323,945
2,445,824
19,875,663

14,828,023
19,593,214
10,024,982
1,118,754
22,127,699

14,210,035
18,105,332
9,363,730

13,244,165
16,665,001
8,876,248

12,074,900
15,530,305
7,945,285

22,404,180

20,400,023

18,977,617

372,908

533,548

457,814

387,814

332,474

444,730

527,572

451,290

416,248

343,388

(640,513 )

99,336

696,626

424,927

319,590

4,158,911
420,745
4,470,831

4,036,489
450,342
4,371,495

3,363,998
429,534
3,674,869

2,950,090
426,650
3,249,942

UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
PRIMARY REVENUE SOURCES
Private gifts, net

PRIMARY EXPENSES
Grants to campuses

INCREASE (DECREASE) IN NET ASSETS
FINANCIAL POSITION
Investments, at fair value
Pledges receivable, net
Net assets

3,524,622
401,771
3,830,318

Certain revisions in classiﬁcations, or restatements, have been made to prior year information in order to conform to current year presentation.
1
Scholarship allowances, including both ﬁnancial aid and fee waivers that are not paid directly to students, are recorded primarily as a reduction of student tuition and fees in the statement of revenues, expenses and changes in net assets.
2
Includes only ﬁnancial aid paid directly to students. The state-administered California grant awards are not included as expenses since the government determines grantees. College work study expenses are shown in the
programs in which the student worked.
2

FACTS IN BRIEF (CONTINUED)
2009

2008

2007

2006

2005

225,623
47,682

220,307
45,442

213,242
41,477

$ 1,061,968
1,860,845
7,863,875

$ 1,024,262
1,718,593
2,140,449

$ 923,788
1,505,731
3,180,646

SUMMARY FINANCIAL INFORMATION, CONTINUED (IN THOUSANDS OF DOLLARS, EXCEPT FOR PARTICIPANT INFORMATION)
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
PLAN PARTICIPATION
Plan membership
Retirees and beneﬁciaries currently receiving payments

228,550
50,051

225,225
47,575

PRIMARY REVENUE SOURCES
Contributions
Interest, dividends and other investment income, net
Net appreciation (depreciation) in the fair value of investments

$

928,984
1,506,855
(11,324,769 )

$ 1,037,898
1,881,884
(4,979,955 )

Beneﬁt payments
Participant and member withdrawals

1,834,005
630,889

1,893,793
910,365

1,630,244
939,768

1,375,183
791,046

1,229,569
463,033

INCREASE (DECREASE) IN NET ASSETS

(11,385,008 )

(6,461,435 )

6,732,403

2,682,044

3,890,517

42,352,723
32,315,483
12,483,051

52,532,169
42,099,498
14,084,044

59,685,467
48,191,497
14,453,480

53,866,319
43,440,054
12,472,520

51,372,279
41,935,273
11,295,257

43,727,521
42,467,742

43,328,050
41,335,935

41,872,844
40,207,322

40,993,301
37,170,862

41,293,050
35,034,183

144,556
31,473

141,230
31,247

251,010
528

$ 243,144
691

Insurance premiums

225,967

191,192

INCREASE IN NET ASSETS

23,566

50,804

38,384
74,370

19,773
50,804

51,221
13,302,506

Zero
12,074,689

PRIMARY EXPENSES

FINANCIAL POSITION
Investments, at fair value
Members’ deﬁned beneﬁt pension plan beneﬁts
Participants’ deﬁned contribution plan beneﬁts

ACTUARIAL INFORMATION (as of the beginning of the year)
Actuarial value of assets
Actuarial accrued liability

UNIVERSITY OF CALIFORNIA RETIREE HEALTH BENEFIT TRUST
PLAN PARTICIPATION
Plan membership
Retirees and beneﬁciaries currently receiving beneﬁts

PRIMARY REVENUE SOURCES
Contributions
Interest, dividends and other investment income, net

$

PRIMARY EXPENSES

FINANCIAL POSITION
Investments, at fair value
Net assets for retiree health beneﬁts

ACTUARIAL INFORMATION (as of the beginning of the year)
Actuarial value of assets
Actuarial accrued liability—campuses and medical centers
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(Unaudited)
The objective of Management’s Discussion and Analysis is to help readers of the University of California’s financial
statements better understand the financial position and operating activities for the year ended June 30, 2009, with
selected comparative information for the years ended June 30, 2008 and 2007. This discussion has been prepared by
management and should be read in conjunction with the financial statements and the notes to the financial statements.
Unless otherwise indicated, years (2007, 2008, 2009, 2010, etc.) in this discussion refer to the fiscal years ended June 30.
The University of California’s financial report communicates financial information for the University of California
(the University), the University of California campus foundations (campus foundations), the University of California
Retirement System (UCRS) and the University of California Retiree Health Benefit Trust (UCRHBT) through five
primary financial statements and notes to the financial statements. Three of the primary statements, the statements of
net assets, the statements of revenues, expenses and changes in net assets and the statements of cash flows, present the
financial position, changes in financial position and cash flows for the University and the affiliated campus foundations.
The financial statements for the campus foundations are presented discretely from the University. Two of the primary
statements, the statements of plans’ and trust’s fiduciary net assets and the statements of changes in plans’ and trust’s
fiduciary net assets, present the financial position and operating activities for UCRS and UCRHBT. The notes to the
financial statements provide additional information that is essential to a full understanding of the financial statements.

THE UNIVERSITY OF CALIFORNIA
The University of California, one of the largest and most acclaimed institutions of higher learning in the world, is
dedicated to excellence in teaching, research and public service. The University has annual resources of nearly $20 billion
and encompasses ten campuses, five medical schools and medical centers, three law schools and a statewide Division of
Agriculture and Natural Resources. The University is also involved in the operation and management of three national
laboratories for the U.S. Department of Energy.
Campuses. The ten campuses are located in Berkeley, Davis, Irvine, Los Angeles, Merced, Riverside, San Diego, San
Francisco, Santa Barbara and Santa Cruz. All of the campuses offer undergraduate, graduate and professional education;
the San Francisco campus is devoted exclusively to the health sciences.
Health sciences. The University operates one of the nation’s largest health science and medical training programs. The
instructional program is conducted in 17 health sciences schools on six campuses. They include five medical, two
dental, two nursing, two public health and two pharmacy schools, in addition to a school of optometry and a school
of veterinary medicine. The University’s medical schools play a leading role in the development of health services and
advancement of medical science and research.
Law schools. The University has law schools at Berkeley, Davis and Los Angeles. Also, the Hastings College of the Law in
San Francisco is affiliated with the University, although not included in the financial reporting entity.
Agriculture and Natural Resources. The Division of Agriculture and Natural Resources is a statewide research and
public service organization that serves a large and diverse agricultural community. The division conducts studies on the
Berkeley, Davis and Riverside campuses, on nine research and extension centers and on private land in cooperation with
California producers. In addition, research and educational programs are conducted in each of the state’s 58 counties.
University Extension. The foremost continuing education program of its kind in size, scope and quality of instruction,
University Extension offers more than 17,000 self-supporting courses statewide and in several foreign countries.
National laboratories. Under contract with the U.S. Department of Energy (DOE), the University operates and manages
the Ernest Orlando Lawrence Berkeley National Laboratory (LBNL) in California. The University is a member in two
separate joint ventures, Los Alamos National Security, LLC (LANS) and Lawrence Livermore National Security, LLC
(LLNS), that operate and manage the Los Alamos National Laboratory (LANL) and Lawrence Livermore National
Laboratory (LLNL), respectively, under contracts directly with the DOE. The laboratories conduct broad and diverse
basic and applied research in nuclear science, energy production, national defense and environmental and health areas.
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Adoption of New Accounting Standards
The University’s financial statements are prepared in accordance with the accounting principles generally accepted in the
United States of America established by the Governmental Accounting Standards Board (GASB).
GASB Statement No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations, was adopted by the
University during the year ended June 30, 2009. Statement No. 49 establishes criteria to ascertain whether certain events
result in a requirement for the University to estimate the components of any expected pollution remediation costs and
determine whether these costs should be accrued as a liability. The costs were estimated using the expected cash flow
technique, which measures the liability as the sum of probability-weighted amounts in a range of possible estimated
amounts. Previously, pollution remediation costs were accrued only if they were both probable of occurring and could be
reasonably estimated. In accordance with Statement No. 49 retrospective application is required. The cumulative effect of
this accounting change to establish the initial obligation was to increase liabilities and decrease unrestricted net assets at
July 1, 2007 by $41.8 million. The effect on the University’s financial statements for the year ended June 30, 2008 was to
reduce the previously reported decrease in net assets in the statement of revenues, expenses and changes in net assets and
reduce liabilities and increase unrestricted net assets in the statement of net assets by $8.7 million.

The University’s Financial Position
$42,057

$41,983

$34,493

$32,766

$41,075
$32,551

$22,181
$19,855
$13,394
$11,147

$8,524

$8,787

$8,708

$9,504

2008

2007

2009

2008

2007

Assets

2009

Liabilities
Current

$22,404

2008

2007

$9,167

$9,217
$7,564

2009

$18,671

$22,128
$19,876

Net assets
Noncurrent

Net assets

in millions of dollars

The statement of net assets presents the financial position of the University at the end of each year. It displays all of the
University’s assets and liabilities. The difference between assets and liabilities is net assets, representing a measure of the
current financial condition of the University. At June 30, 2009, the University’s assets were over $42 billion, liabilities
were over $22 billion and net assets were nearly $20 billion, a decrease of $2.25 billion from 2008. Net assets decreased by
$276 million at the end of 2008 from 2007.
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The major components of the assets, liabilities and net assets as of 2009, 2008 and 2007 are as follows:
(in millions of dollars)

ASSETS
Investments
Investment of cash collateral
Accounts receivable, net
Capital assets, net
Other assets
Total assets
LIABILITIES
Debt, including commercial paper
Securities lending collateral
Obligation to UCRP
Obligations for retiree health beneﬁts
Other liabilities
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Restricted:
Nonexpendable
Expendable
Unrestricted
Total net assets

2009

2008

2007

$ 13,404
2,191
2,682
21,277
2,503
42,057

$ 14,828
3,218
2,427
19,593
1,917
41,983

$ 14,210
4,554
2,146
18,105
2,060
41,075

10,989
2,199
69
2,377
6,547
22,181

10,025
3,234

9,364
4,554

1,119
5,477
19,855

4,753
18,671

10,822

10,035

9,102

947
4,558
3,549
$19,876

952
5,793
5,348
$22,128

920
5,856
6,526
$ 22,404

The University’s Assets
State and
federal
government
$579

Other assets
$2,503
Cash $488
Capital assets, net
$21,277

Investments
$13,404

Medical
centers
$1,001

Investments held
by trustees $937
Pledges receivable,
net $93

Investment
income $94
Investment of
cash collateral
$2,191

Other
$1,008
Accounts
receivable, net
$2,682

Notes and mortgages
receivable, net $328
Inventories $166
DOE receivable $162
Other current and
noncurrent assets $329

2009 in millions of dollars

The University’s total assets have grown to $42.06 billion in 2009, compared to $41.98 billion in 2008 and $41.08 billion
in 2007. Generally, over the past two years capital assets have increased while investments have declined.
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Investments (in millions of dollars)
$13,404

2009
2008

$14,828

2007

$14,210

The University’s investments totaled $13.40 billion at the end of 2009, $2.04 billion classified as current assets and $11.37
billion as noncurrent assets. Investments classified as current assets are generally fixed or variable income securities in
the Short Term Investment Pool (STIP) and Total Return Investment Pool (TRIP) with a maturity date within one year.
Noncurrent investments are generally securities in TRIP, the General Endowment Pool (GEP) or other pools, in addition
to fixed or variable income securities in STIP and TRIP with a maturity date beyond one year. The TRIP, established in
2009, is managed to a total return objective and is intended to supplement STIP.
The University’s investments, by investment pool, are as follows:
(in millions of dollars)

STIP
TRIP
GEP
Other
University investments

2009

2008

2007

$ 6,901
1,445
4,721
337
$13,404

$ 8,529

$ 7,578

5,845
454
$14,828

6,176
456
$14,210

Overall, investments decreased by $1.42 billion in 2009. Investments in STIP decreased by $1.63 billion, generally
resulting from $1.52 billion exchanged into TRIP and $446 million of distributions to campuses and other routine timing
of cash collections and payments. The decrease in STIP was partially offset by $246 million of STIP investment income
and $90 million of net appreciation in the fair value of investments. After the initial $1.52 billion exchange from STIP
into TRIP in August 2008, investment activity in TRIP included $68 million of investment income, $43 million of which
was distributed to participants and $25 million reinvested in the portfolio, and $90 million of net depreciation in the
fair value of investments. Investments in GEP and other securities declined by $1.24 billion, generally as a result of $1.27
billion of net depreciation in the fair value of investments and $215 million of annual income distributions to be used for
operating purposes in 2010. The decrease in GEP and other securities was partially offset by $152 million of investment
income and new permanent endowments of $11 million.
Investments in 2008 of $14.83 billion grew from $14.21 billion in 2007, an increase of $618 million. Investments in
STIP increased by $951 million primarily due to $547 million associated with the routine timing of cash collections and
payments, particularly $434 million in additional accrued payroll at June 30, 2008 since the July 1 payroll occurred on a
weekday in 2008 and a weekend in 2007; $360 million of STIP investment income; and $44 million of net appreciation
in the fair value of STIP investments held at the end of 2008. Investments in GEP and other securities declined by $333
million as a result of $236 million of net depreciation in the fair value of investments, participant withdrawals of $94
million and $210 million of annual income distributions to be used for operating purposes in 2009. The decrease in GEP
and other securities was partially offset by $172 million of investment income and new permanent endowments of $35
million.
The total investment return based upon unit value for GEP, representing the combined income plus net appreciation or
depreciation in the fair value of investments, during 2009 and 2008 was (18.2) percent and (1.5) percent, respectively. The
total investment return for TRIP since its inception in August of 2008 was (1.6) percent. The investment return for STIP
distributed to participants during 2009 and 2008 was 3.6 percent and 4.7 percent, respectively.
The financial markets, both domestically and internationally, have been volatile in recent times and have affected the
valuation of investments. The Regents of the University of California (The Regents) utilizes asset allocation strategies that
are intended to optimize investment returns over time in accordance with investment objectives and at acceptable levels
of risk.
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Investment of cash collateral (in millions of dollars)
2009
2008

$2,191
$3,218

2007

$4,554

The University participates in a securities lending program incorporating securities owned by both the University
and UCRS as a means to augment income. It is managed as a single program. For financial reporting purposes, cash
collateral and the associated liability related to securities specifically owned by either the University or UCRS and lent to
borrowers are directly reported in the appropriate entity. Cash collateral and the associated liability related to securities
in investment pools jointly owned by both the University and UCRS and lent to borrowers are allocated to each entity on
the basis of their proportional ownership.
At the end of 2009 and 2008, the investment of cash collateral decreased by $1.03 billion and $1.34 billion, respectively,
in response to decreased demand from borrowers for certain classes of fixed income securities, decreased availability of
certain of the University’s equity securities resulting from asset allocation changes and decline in market value.
Accounts receivable, net (in millions of dollars)
2009

$2,682

2008
2007

$2,427
$2,146

Accounts receivable are from the state and federal governments, patients for care at the medical centers, investment
activity and from others, including those related to private and local government grants and contracts and student
tuition and fees.
Receivables increased by $255 million in 2009. Federal and state government receivables decreased by $40 million.
Receivables increased for state capital appropriations ($20 million), state educational appropriations ($11 million) and
state grants and contracts ($8 million) and decreased for federal grants and contracts ($66 million) and for pending
reimbursements from the state for various construction projects ($13 million). Medical center receivables grew by $55
million corresponding to growth in patient care, as in the past, although slightly tempered by increased contractual
allowances and uncollectible accounts. Investment income receivables increased by $6 million. Various other receivables
collectively grew by $234 million primarily due to the timing of clearing trades upon the sale of investments ($304
million), partially offset by lower receivables for private and local grants and contracts ($25 million) and securities
litigation ($35 million).
In 2008, accounts receivable increased by $281 million from 2007. Federal and state government receivables decreased
by $28 million primarily as a result of lower receivables attributable to state educational appropriations ($25 million),
pending reimbursements from the state for various construction projects ($24 million) and federal grants and contracts
receivables ($8 million), partially offset by growth in receivables from state capital appropriations ($19 million) and state
grants and contracts ($10 million). Medical center receivables grew by $87 million corresponding to growth in patient
revenue. Investment income receivables declined by $10 million. Various other receivables collectively grew by $232
million primarily due to the timing of clearing trades upon the sale of investments ($90 million), additional private and
local grants and contracts ($38 million), educational activities generally related to physician practice plans ($31 million),
insurance rebates due from carriers ($23 million) and securities litigation ($35 million).
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Capital assets, net (in millions of dollars)
2009

$21,277

2008

$19,593

2007

$18,105

Capital assets include land, infrastructure, buildings and improvements, equipment, libraries, collections and
construction in progress. Capital assets, net of accumulated depreciation, increased by $1.68 billion to $21.28 billion in
2009 and by $1.49 billion to $19.59 billion in 2008.
Capital asset activity consists of the following:
(in millions of dollars)
2009

Capital expenditures:
Land and infrastructure
Buildings and improvements
Equipment
Libraries and special collections
Construction in progress, net
Capital expenditures
Depreciation and amortization expense
Asset disposals, net
Increase in capital assets, net

$

65
2,288
519
163
(126 )
2,909
(1,197)
(28)
$ 1,684

2008

$

80
2,720
491
154
(836)
2,609
(1,094)
(27)
$ 1,488

Capital spending continues at a brisk pace in order to provide the facilities necessary to support the University’s mission
and for patient care. These facilities include core academic buildings, libraries, student services, housing and auxiliary
enterprises, health science centers, utility plants and infrastructure, and remote centers for educational outreach,
research and public service. Capital spending increased by 11.5 percent in 2009 from 2008 levels. At the end of 2009, the
cost of projects under construction decreased by $126 million. Construction in progress at the end of the year was $2.87
billion, including $1.63 billion for campus projects, $1.16 billion for health care facilities and $81 million for a thirdparty housing project.
Capital spending increased in 2008 by 2.8 percent and increased in 2007 by 17.5 percent. Construction in progress was
$3.0 billion at the end of 2008 and $3.84 billion at the end of 2007.
Accumulated depreciation and amortization was $13.41 billion in 2009, $12.50 billion in 2008 and $11.71 billion in 2007.
Depreciation and amortization expense was $1.20 billion for 2009, $1.09 billion for 2008 and $1.05 billion for 2007.
Disposals in both years generally were for equipment that was fully depreciated or had reached the end of its useful life.
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Other assets (in millions of dollars)
2009

$2,503

2008

$1,917
$2,060

2007

Other assets, including cash, investments held by trustees, pledges receivable, notes and mortgages receivable, inventories
and a receivable from the DOE increased by $586 million in 2009.
Cash awaiting investment in STIP increased by $380 million in 2009 largely as a result of a $345 million educational
appropriation received by the University from the state of California on June 30. The deposit was not transferred into
STIP at year end. Investments held by trustees grew at the end of 2009 by $147 million. Trustee-held investments
associated with self-insurance programs were $20 million more in 2009 than in 2008. Trustee-held investments
associated with the proceeds from long-term debt to be used to finance capital projects under construction grew by
$127 million, largely attributable to a third-party housing project financed by Student Housing LLC Revenue bonds. Net
collections of pledges were $13 million. Overall receivables from the DOE rose by $48 million consisting of the DOE’s
share of the obligation for retiree health benefits ($35 million) and vendor and employee-related operating costs at LBNL
($13 million). There were moderate increases in certain other areas, such as notes and mortgages receivable ($9 million),
inventories ($8 million) and various other assets ($7 million).
In 2008, other assets decreased by $143 million. Cash awaiting investment in STIP was reduced by $39 million.
Investments held by trustees declined at the end of 2008 by $3 million. Trustee-held investments associated with selfinsurance programs grew by $34 million as the contributions to the trusts were greater than claim payments made this
year. However, trustee-held investments associated with the proceeds from long-term debt to be used to finance capital
projects under construction declined by $37 million. Net collections of pledges were $16 million. Overall receivables
from the DOE dropped by $124 million consisting of decreases in operating and employee liabilities due to the
termination of the LLNL contract in 2008 ($147 million) and collection of contributions to the University of California
Retirement Plan (UCRP) for employees who formerly worked at LANL ($17 million), although there were increases for
the DOE’s share of the obligation for retiree health benefits ($31 million) and vendor and employee-related operating
costs at LBNL ($9 million). There were moderate increases in certain other areas, such as notes and mortgages receivable
($16 million), inventories ($15 million) and various other assets ($8 million).

The University’s Liabilities
Other liabilities
$6,547

Accounts payable $2,454

Debt, including
commercial paper
$10,989

Commercial
paper $666

Accrued salaries
and beneﬁts $917

Revenue bonds $7,386

Funds held for others $201
Deferred revenue $961
DOE liabilities $83
Federal refundable loans $220
Self-insurance $598

Certiﬁcates of
participation $1

Obligations under
life income agreements $29

Student housing LLC
revenue bonds $330

Capital lease
obligations $2,375

Securities lending
collateral $2,199

Other current and
noncurrent liabilities $1,084
Obligation to
UCRP $69

Obligations for retiree
health beneﬁts $2,377

Other borrowings $231
2009 in millions of dollars

The University’s liabilities grew to $22.18 billion in 2009, compared to $19.86 billion in 2008 and $18.67 billion in 2007,
principally as a result of debt issued to finance capital expenditures and obligations for retiree health benefits.
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Debt, including commercial paper (in millions of dollars)
2009

$10,989

2008

$10,025

2007

$9,364

Capital assets are financed from a variety of sources, including University equity contributions, federal and state
support, revenue bonds, certificates of participation, bank loans, leases or structures that involve separate legal entities.
Commercial paper and bank loans provide interim financing.
The University’s debt used to finance capital assets, including $666 million of commercial paper outstanding at the end
of 2009 compared to $550 million at the end of 2008 and 2007, grew to $10.99 billion at the end of 2009, compared to
$10.02 billion at the end of 2008 and $9.36 billion at the end of 2007.
Commercial paper is classified as a current liability. The current portion of long-term debt, excluding commercial paper,
decreased to $467 million in 2009 from $546 million in 2008, primarily from payment of $102 million in interim loans
from the state for capital projects to be refinanced by the state’s issuance of lease revenue bonds. At the end of 2009, the
current portion of long-term debt does not include any interim loans from the state.
Outstanding debt increased by $964 million in 2009 and $661 million in 2008. A summary of the activity follows:
(in millions of dollars)

ADDITIONS TO OUTSTANDING DEBT
General Revenue Bonds
Limited Project Revenue Bonds
Medical Center Pooled Revenue Bonds
Capital leases
Other borrowings
Student Housing LLC Revenue Bonds
Commercial Paper
Bond premium, net
Additions to outstanding debt
REDUCTIONS TO OUTSTANDING DEBT
Reﬁnancing and prepayments
Scheduled principal payments
Payments on other borrowings
Other, including deferred ﬁnancing costs, net
Reductions to outstanding debt
Net increase in outstanding debt

2009

2008

$ 794

$ 249
415
520
361
330

282
103
221
116
22
1,538

31
1,906

(210)
(329 )
(34)
(1)
(574)

(870)
(286)
(74)
(15)
(1,245)

$ 964

$ 661

During 2009, additions to outstanding debt totaled $1.54 billion, including net bond premiums of $22 million.
General Revenue Bonds totaling $794 million with a weighted average interest rate of 5.2 percent were issued in
March 2009 to finance and refinance certain facilities and projects of the University. Proceeds, including a bond premium
of $22 million, were to pay for project construction and issuance costs and repay interim financing incurred prior to the
issuance of the bonds. Proceeds were also used to refund $46 million of outstanding Multiple Purpose Projects Revenue
Bonds, $15 million of Research Facilities Revenue Bonds, and $1 million of certificates of participation.
The University entered into a lease-purchase agreement with the state in April 2009, recorded as a capital lease, totaling
$207 million to finance the construction of certain University projects. The state provides financing appropriations to
the University to satisfy the annual lease requirement. At the conclusion of the lease term, ownership transfers to the
University. In addition to lease-purchase agreements with the state, new capital lease obligations entered into during
2009 for equipment totaled $76 million.
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Other newly originated borrowings in 2009 totaled $103 million, generally consisting of loans from the state or from
commercial banks to provide interim financing as a supplement to commercial paper or for capital projects supported by
gifts to be received in the near future.
In prior years, the University entered into ground leases with a legally separate, non-profit corporation that develops
and owns student housing projects and related amenities on a University campus through the use of a limited liability
corporation (LLC). Under GASB requirements, the financial position and operating results of this legally separate
organization are incorporated into the University’s financial reporting entity. In 2009, the LLC, through its conduit issuer,
issued additional Student Housing LLC Revenue Bonds totaling $221 million. Proceeds are available to finance the
construction of a new student housing project and related amenities.
In July 2008, The Regents authorized an increase in the University’s commercial paper program from $550 million to
$2 billion in order to reduce the number of bank line commitments, provide greater access to tax-exempt financing and
preserve flexibility for future interim financing needs. Commercial paper outstanding at the end of 2009 increased by
$116 million.
Reductions to outstanding debt in 2009 were $574 million, consisting of $210 million for one-time principal payments
for the refinancing or refunding of previously outstanding revenue bonds and certificates of participation ($62 million)
and payments on interim loans from the state as lease revenue bonds were sold ($148 million); $329 million for principal
payments associated with scheduled debt service on revenue bonds, certificates of participation and capital lease
obligations; and $34 million for scheduled payments on other borrowings.
In October 2008, the University terminated its existing interest rate swap agreement with Lehman Brothers Special
Financing Inc. entered into in connection with Medical Center Pooled Revenue Bonds with a notional amount of $190
million and substituted a new interest rate swap agreement with identical economic terms with a new counterparty.
In connection with the swap termination, the University received $31 million from the new counterparty and made
a termination payment of $25 million to Lehman Brothers Special Financing Inc. These payments were recorded as
deferred costs of financing and will be amortized as interest expense over the term of the bonds.
The University’s counterparty in the interest rate swap agreement entered into in connection with other Medical Center
Pooled Revenue Bonds with a notional amount of $91 million is Merrill Lynch Capital Services, Inc. In January 2009,
Bank of America Corporation completed its acquisition of Merrill Lynch & Co.
Subsequent to 2009, General Revenue Bonds totaling $1.32 billion, $1.02 billion of taxable “Build America Bonds” and
$301 million of tax-exempt bonds, were issued to finance and refinance certain facilities and projects of the University.
Proceeds, including a bond premium of $20 million, were used to pay for project construction and issuance costs and
repay interim financing incurred prior to the issuance of the bonds.
The University’s General Revenue Bond ratings are currently affirmed at Aa1 with a stable outlook by Moody’s Investors
Service and AA by Standard & Poor’s with a stable outlook. The University’s Limited Project Revenue Bonds and Medical
Center Pooled Revenue Bonds are currently affirmed at Aa2 with a stable outlook by Moody’s Investors Service and AAby Standard & Poor’s with a stable outlook.
During 2008, additions to outstanding debt totaled $1.91 billion, including net bond premiums of $31 million.
General Revenue Bonds totaling $249 million with a weighted average interest rate of 4.8 percent were issued in January
2008 to finance certain facilities and projects of the University. Proceeds, including a bond premium of $12.7 million, are
available to pay for project construction and issuance costs and repay interim financing incurred prior to the issuance of
the bonds.
Limited Project Revenue Bonds totaling $415 million with a weighted average interest rate of 5.0 percent were issued in
October 2007 to finance certain auxiliary enterprises of the University. Proceeds, including a bond premium of $18.0
million, are available to pay for project construction and issuance costs and repay interim financing incurred prior to the
issuance of the bonds.
Medical Center Pooled Revenue Bonds totaling $197 million, $7 million with a fixed interest rate and $190 million with a
variable interest rate, were issued in July 2007 to refinance certain improvements to one of the medical centers. Proceeds
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were used to refund $188 million of Medical Center Revenue Bonds. In connection with the variable interest rate bonds,
the University entered into four interest rate swap agreements with a financial institution, such that the variable interest
it pays to the bondholders matches the variable payments it receives from the interest rate swaps, resulting in a weighted
average interest rate of 4.7 percent paid to the swap counterparty. These swap transactions did not result in any basis or
tax risk to the University.
In April 2008, Medical Center Pooled Revenue Bonds totaling $323 million with a weighted average interest rate of 4.9
percent were issued to refinance certain improvements to another of its medical centers. Proceeds, including a bond
premium of $11 million, were used to refund $324 million of Medical Center Revenue Bonds and for a swap termination
payment of $7 million.
The University entered into a lease-purchase agreement with the state in April 2008, recorded as a capital lease, totaling
$303 million to finance the construction of certain University projects. The state provides financing appropriations to
the University to satisfy the annual lease requirement. At the conclusion of the lease term, ownership transfers to the
University. In addition to lease-purchase agreements with the state, new capital lease obligations entered into during
2008 for equipment totaled $59 million.
Other newly originated borrowings in 2008 totaled $330 million, generally consisting of loans from the state or from
commercial banks to provide interim financing as a supplement to commercial paper or for capital projects supported by
gifts to be received in the near future.
Reductions to outstanding debt in 2008 were $1.25 billion, consisting of $870 million for one-time principal payments
for the refinancing or refunding of previously outstanding Medical Center Revenue Bonds ($512 million), payments on
interim loans from the state as lease revenue bonds were sold ($206 million) and refinancing of previously outstanding
bank loans ($152 million); $286 million for principal payments associated with scheduled debt service on revenue bonds,
certificates of participation and capital lease obligations; and $74 million for scheduled payments on other borrowings.
The state of California, through state financing appropriations, provided $161 million and $164 million in 2009 and
2008, respectively, of the University’s debt service requirements, mainly under the terms of lease-purchase agreements.
Securities lending collateral (in millions of dollars)
2009
2008

$2,199
$3,234

2007

$4,554

Under the securities lending program, the University records a liability to the borrower for cash collateral received and
held by the University for securities on loan at the end of the year. All borrowers are required to provide additional
collateral by the next business day if the value of the collateral falls to less than 100 percent of the fair value of the
securities lent. Securities lending collateral dropped by $1.03 billion in 2009 and by $1.32 billion in 2008. As previously
discussed, the amount of the securities lending collateral liability fluctuates directly with securities lending opportunities
and the investment of cash collateral.
Obligation to UCRP (in millions of dollars)
2009

$69

The University has financial responsibility for the campuses’ and medical centers’ obligation to UCRP for pension
benefits associated with its defined benefit plan. LBNL participates in the University’s defined benefit pension plan,
although the DOE has an ongoing financial responsibility to reimburse the University for LBNL’s share of the obligation
to UCRP. In addition, under certain circumstances the University makes contributions to UCRP on behalf of LANL and
LLNL retirees based upon a contractual arrangement with the DOE, and is reimbursed by the DOE.
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The University’s obligation to UCRP is based upon an actuarial determination of the annual pension benefit expense.
Campus and medical center contributions during the year toward pension benefits, at rates determined by the University,
reduce their share of the obligation to UCRP. Contributions from the DOE to the University during the year reduce the
DOE’s share of the obligation to UCRP. However, during 2009 and 2008 there were no required employer or employee
contributions other than for service credit buybacks.
Obligations to UCRP for pension benefits attributable to campuses and medical centers and the DOE laboratories are as
follows:
(in millions of dollars)
2009

2008

2007

$ 69
$ 69

$$-

$$-

Campuses and medical centers
DOE laboratories
Obligation to UCRP

The University did not have any obligations to UCRP for pension benefits prior to 2009.
A summary of the activity that resulted in the obligation to UCRP follows:
(in millions of dollars)
2009
CAMPUSES AND
MEDICAL CENTERS

UCRP beneﬁts expense
Contributions
Increase in obligation to UCRP

2008
DOE
LABORATORIES

$ 69
$ 69

CAMPUSES AND
MEDICAL CENTERS

$$-

$3
(3)
$-

2007
DOE
LABORATORIES

CAMPUSES AND
MEDICAL CENTERS

$$-

$6
(6)
$-

DOE
LABORATORIES

$ 18
(18)
$ -

Based upon the latest actuarial valuation as of the beginning of 2009, 2008 and 2007, the actuarial accrued liability for
campuses and medical centers and the DOE laboratories is as follows:
(in millions of dollars)

Campuses and medical centers
DOE laboratories
Total actuarial accrued liability

2009

2008

2007

$ 34,341
8,127
$ 42,468

$ 31,918
9,418
$ 41,336

$ 29,729
10,479
$ 40,208

The actuarial accrued liability for the DOE laboratories for 2008 and 2009 incorporates the effect of the LANL and LLNL
contract terminations.
The actuarial value of UCRP’s assets for campuses and medical centers and the DOE laboratories at the beginning of
2009 and 2008 were $43.73 billion and $43.33 billion, respectively. As a result of the performance of the financial markets
in 2009, the actuarial value of UCRP’s assets for campuses and medical centers and the DOE laboratories based upon the
valuation prepared as of July 1, 2009 for use in 2010 is expected to decline to approximately $42.70 billion. UCRP’s net
assets held in trust, at market value, at the end of 2009 and 2008 were $32.26 billion and $42.02 billion, respectively.
Obligations for retiree health beneﬁts (in millions of dollars)
2009
2008

$2,377
$1,119

The University has financial responsibility for the campuses’ and medical centers’ obligation for retiree health benefits.
LBNL participates in the University’s retiree health plans, although the DOE has an ongoing financial responsibility to
reimburse the University for LBNL’s share of the obligation for retiree health benefits.
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Beginning in 2008, the University’s obligation for retiree health benefits is based upon an actuarial determination of the
annual retiree health benefit expense. Campus and medical center contributions during the year toward retiree health
benefits, at rates determined by the University, reduce their share of the obligations for retiree health benefits. The
University funds the retiree health expense for campuses and medical centers through UCRHBT based upon a projection
of benefits on a pay-as-you-go basis. Contributions from the DOE to the University during the year reduce LBNL’s share
of the obligations for retiree health benefits.
Obligations for retiree health benefits attributable to campuses and medical centers and LBNL are as follows:
(in millions of dollars)

Campuses and medical centers
LBNL
Obligations for retiree health beneﬁts

2009

2008

$ 2,311
66
$ 2,377

$ 1,088
31
$1,119

A summary of the activity that resulted in the obligations for retiree health benefits follows:
(in millions of dollars)
2009
CAMPUSES AND
MEDICAL CENTERS

Retiree health beneﬁt expense
Contributions, including implicit subsidy
Increase in obligation for retiree health beneﬁts

$ 1,502
(279 )
$1,223

2008
CAMPUSES AND
MEDICAL CENTERS

LBNL

$ 49
(14 )
$ 35

$ 1,356
(268 )
$1,088

LBNL

$ 44
(13 )
$ 31

During 2009 and 2008, the University recorded revenue and a receivable from the DOE of $35 million and $31 million,
respectively, for LBNL’s share of the increase in obligations for retiree health benefits.
Based upon the latest actuarial valuation as of the beginning of 2009 and 2008, the actuarial accrued liability for
campuses and medical centers and LBNL is as follows:
(in millions of dollars)

Campuses and medical centers
LBNL
Total actuarial accrued liability

2009

2008

$ 13,302
498
$13,800

$ 12,074
460
$12,534

The actuarial value of UCRHBT’s assets at the beginning of 2009 and 2008 were $51 million and zero, respectively.
The UCRHBT’s net assets held in trust, at market value, at the end of 2009 and 2008 were $74 million and $51 million,
respectively.
At the end of 2009 and 2008, the University has a receivable from the DOE of $66 million and $31 million, respectively,
toward LBNL’s actuarial accrued liability. The receivable will increase over time in accordance with LBNL’s share of the
obligations for retiree health benefits.
Other liabilities (in millions of dollars)
2009

$6,547

2008
2007

$5,477
$4,753

Other liabilities consist of accounts payable, accrued salaries, other employee benefits, deferred revenue, funds held
for others, DOE laboratories’ liabilities, federal refundable loans, self-insurance and obligations under life income
agreements.
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In 2009, other liabilities rose by $1.07 billion largely attributable to an amount owed to the state and the timing of
investment securities trades. Subsequent to year end, the state of California finalized their State Budget Act that required
reversion to the state of a portion of the University’s 2009 state educational appropriations. As a result, accounts payable
includes a liability to the state totaling $795 million, primarily $715 million of state educational appropriation reversions.
In addition, securities purchases to be settled after year-end grew by $384 million. Funds held for others declined by $69
million with the withdrawal of certain amounts by LLNL and the net depreciation in the fair value of investments. Yearto-year changes in other liabilities were less significant.
Other liabilities grew by $724 million in 2008, generally as a result of increases in accrued salaries of $435 million due
to the timing of the payment of the July 1 payroll; deferred revenue related to grants and contracts of $215 million;
accounts payable of $76 million, self-insurance liabilities of $57 million; and $104 million of other liabilities, primarily
pollution remediation, deposits, compensated absences and federal refundable loans. These increases were partially
offset by reductions in DOE laboratories’ liabilities of $140 million for operating and employee liabilities related to the
termination of the LLNL contract and other employee benefits of $15 million.

The University’s Net Assets
Unrestricted $3,549

Invested in capital assets, net of
related debt $10,822

Restricted, expendable
$4,558

Restricted,
nonexpendable $947
2009 in millions of dollars

Net assets represent the residual interest in the University’s assets after all liabilities are deducted. The University’s net
assets are $19.88 billion in 2009, compared to $22.13 billion in 2008 and $22.40 billion in 2007. Net assets are reported
in four major categories: invested in capital assets, net of related debt; restricted, nonexpendable; restricted, expendable;
and unrestricted.
Invested in capital assets, net of related debt (in millions of dollars)
2009

$10,822

2008
2007

$10,035
$9,102

The portion of net assets invested in capital assets, net of accumulated depreciation and the related outstanding debt
used to finance the acquisition, construction or improvement of these capital assets, is $10.82 billion in 2009, compared
to $10.03 billion in 2008 and $9.10 billion in 2007. The increase represents the University’s continuing investment in its
physical facilities in excess of the related financing and depreciation expense.
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Restricted, nonexpendable (in millions of dollars)
2009

$947

2008

$952

2007

$920

Restricted, nonexpendable net assets include the corpus of the University’s permanent endowments and the estimated
fair value of certain planned giving arrangements. In 2009, new permanent endowments of $11 million were offset by the
unrealized depreciation on investments. Substantially all of the increase in 2008 was from new permanent endowment
gifts.
Restricted, expendable (in millions of dollars)
2009

$4,558

2008

$5,793

2007

$5,856

Restricted, expendable net assets are subject to externally imposed restrictions governing their use. These net assets may
be spent only in accordance with the restrictions placed upon them and may include endowment income and gains,
subject to the University’s spending policy; support received from gifts, appropriations or capital projects; trustee held
investments; or other third party receipts. In 2009, net unrealized depreciation in the fair value of investments related to
endowments and funds functioning as endowments totaled $1.01 billion. In addition, restricted expendable net assets
declined in areas such as support received for capital projects ($101 million) and endowments and funds functioning
as endowments, generally a result of distributions for operating purposes. In 2008, net unrealized depreciation in
the fair value of investments resulted in a $268 million decline in the value of endowments and funds functioning as
endowments, although funds functioning as endowments and annuity and life income funds from new support grew by
$77 million; and gifts and grants grew by $63 million.
Unrestricted (in millions of dollars)
2009
2008
2007

$3,549
$5,348
$6,526

Under generally accepted accounting principles, net assets that are not subject to externally imposed restrictions
governing their use must be classified as unrestricted for financial reporting purposes. Unrestricted net assets
were reduced by the unfunded retiree health benefit costs totaling $1.22 billion and $1.09 billion in 2009 and 2008,
respectively, along with the $715 million reduction in the University’s state educational appropriations in June 2009.
Although unrestricted net assets are not subject to externally imposed restrictions, substantially all of these net assets are
allocated for academic and research initiatives or programs, for capital purposes or for other purposes. Unrestricted net
assets include funds functioning as endowments of $1.08 billion and $1.24 billion in 2009 and 2008, respectively.
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The University’s Results of Operations
The statement of revenues, expenses and changes in net assets is a presentation of the University’s operating results. It
indicates whether the financial condition has improved or deteriorated. In accordance with GASB requirements, certain
significant revenues relied upon and budgeted for fundamental operational support of the core instructional mission of
the University are required to be recorded as nonoperating revenues, including state educational appropriations, private
gifts and investment income.
A summarized comparison of the operating results for 2009, 2008 and 2007, arranged in a format that matches the
revenue supporting the core activities of the University with the expenses associated with core activities, is as follows:
(in millions of dollars)
2009
OPERATING NONOPERATING

REVENUES
Student tuition and fees, net
State educational appropriations
Grants and contracts, net
Medical centers, educational activities
and auxiliary enterprises, net
Department of Energy laboratories
Private gifts, net
Investment income, net
Other revenues
Revenues supporting core activities
EXPENSES
Salaries and beneﬁts
Scholarships and fellowships
Utilities
Supplies and materials
Depreciation and amortization
Department of Energy laboratories
Interest expense
Other expenses
Expenses associated with core activities
Income (loss) from core activities

$ 2,097

$ 1,922

7,415
1,049

664
466
161
3,706

8,100
668
664
466
656
19,774

356
29
385
$ 3,321

13,212
451
310
2,210
1,198
662
356
2,828
21,227
(1,453)

$ 2,415

8,100
668

13,212
451
310
2,210
1,198
662
2,799
20,842
$ (4,774)

OPERATING NONOPERATING

$ 2,097
2,415
4,708

4,708

495
16,068

2008
TOTAL

$ 1,738

6,788
2,188

734
532
164
4,405

7,415
1,049
734
532
722
19,864

400
25
425
$ 3,980

12,401
428
298
2,102
1,094
1,039
400
2,818
20,580
(716)

$ 2,975

12,401
428
298
2,102
1,094
1,039
2,793
20,155
$ (4,696)

OPERATING NONOPERATING

$ 1,922
2,975
4,515

4,515

558
15,459

2007
TOTAL

$ 2,793
4,316

435
15,465

$ 1,738
2,793
4,316

681
508
157
4,139

6,788
2,188
681
508
592
19,604

385
(11 )
374
$ 3,765

10,313
401
287
1,910
1,049
2,170
385
2,583
19,098
506

10,313
401
287
1,910
1,049
2,170
2,594
18,724
$ (3,259)

TOTAL

OTHER NONOPERATING ACTIVITIES
Net (depreciation) appreciation in fair value of investments
Income (loss) before other changes in net assets

(1,278 )
(2,731)

(192 )
(908)

949
1,455

OTHER CHANGES IN NET ASSETS
State capital appropriations
Capital gifts and grants, net
Permanent endowments
Increase (decrease) in net assets

313
155
11
(2,252)

394
245
35
(234)

293
217
39
2,004

22,128

22,404
(42 )
22,362
$ 22,128

20,400

NET ASSETS
Beginning of year
Eﬀect of adoption of GASB Statement No. 49
Beginning of year, as restated
End of year
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$ 19,876

$ 22,404

Revenues Supporting Core Activities
Categories of both operating and nonoperating revenue that supported the University’s core activities in 2009 are as
follows:
Nonoperating
revenues
$3,706

State educational
appropriations $2,415

Private gifts, net $664

Student tuition
and fees, net $2,097

Other
revenues
$495

Grants and
contracts, net $4,708

DOE
laboratories
$668

Investment income, net $466
Other nonoperating revenues $161
Medical centers,
educational activities,
and auxiliaries, net $8,100

2009 in millions of dollars

Revenues to support the University’s core activities, including those classified as nonoperating revenues, were $19.77
billion, $19.86 billion and $19.60 billion in 2009, 2008 and 2007, respectively. These diversified sources of revenue
decreased in 2009 by $90 million. Revenues increased in 2008 by $260 million.
State of California educational appropriations, in conjunction with student tuition and fees, are the core components that
support the instructional mission of the University. Grants and contracts provide opportunities for undergraduate and
graduate students to participate in basic research alongside some of the most prominent researchers in the country. Gifts
to the University allow crucial flexibility to faculty for support of their fundamental activities or new academic initiatives.
Other significant revenues are from medical centers, educational activities and auxiliary enterprises such as student
housing, food service operations and parking.
Student tuition and fees, net (in millions of dollars)
2009

$2,097

2008
2007

$1,922
$1,738

Student tuition and fees revenue, net of scholarship allowances, increased by $175 million and $184 million in 2009 and
2008, respectively. Scholarship allowances were $566 million in 2009, $507 million in 2008 and $461 million in 2007. The
new fee revenue over the past several years has generally been necessitated by growth in the demand for resources that
has outpaced state educational appropriations. Consistent with past practices, approximately one-third of the revenue
generated from these fee increases was used for financial aid to mitigate the impact on needy students.
In 2009, enrollment grew by 2.7 percent. Resident undergraduate and graduate student fees increased by 7.4 percent.
Professional school fee increases varied by discipline, although most degree program fees rose substantially. In addition
to the resident student fees, nonresident undergraduate and graduate students pay tuition. Tuition increased by 5 percent
for both nonresident undergraduate and graduate students.
In 2008, enrollment also grew by 2.7 percent. Resident undergraduate fees increased by 7 percent, graduate student
fees by 7 percent and most professional school fees by between 7 and 10 percent. Tuition increased by 5 percent for
nonresident undergraduate students.
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In 2007, enrollment grew by 2.5 percent. Resident undergraduate and graduate student fees were not increased in 2007.
Certain professional school student fees increased by modest amounts. Nonresident undergraduate and graduate student
tuition increased by nearly 5 percent.
State educational appropriations (in millions of dollars)
2009

$2,415

2008

$2,975

2007

$2,793

Educational appropriations from the state of California of $2.42 billion decreased in 2009 by $560 million. The decline in
educational appropriations is a direct result of the particularly weak economic conditions in California. State resources
for enrollment growth, faculty and staff increases, and other inflationary cost increases were not available, leading to an
increase in student tuition and fees. After declining to $2.46 billion in 2005, state educational appropriations gradually
increased in prior years to $2.57 billion in 2006, $2.79 billion in 2007 and $2.98 billion in 2008.
Grants and contracts, net (in millions of dollars)
2009

$4,708

2008

$4,515

2007

$4,316

Revenue from federal, state, private and local government grants and contracts—including an overall facilities and
administration cost recovery of $825 million, $779 million and $743 million in 2009, 2008 and 2007, respectively—
increased in both 2009 and 2008 as follows:
(in millions of dollars)

Federal
State
Private
Local
Grants and contracts net revenue

2009

2008

2007

$ 2,983
509
1,017
199
$ 4,708

$ 2,911
492
912
200
$ 4,515

$ 2,881
449
804
182
$ 4,316

In 2009, federal grants and contracts revenue, including the federal facilities and administration cost recovery of $622
million, grew by $72 million, or 2.5 percent. This revenue represents support from a variety of federal agencies as
indicated below:
(in millions of dollars)

Department of Health and Human Services
National Science Foundation
Department of Education
Department of Defense
National Aeronautics and Space Administration
Department of Energy (excluding national laboratories)
Other federal agencies
Federal grants and contracts net revenue
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2009

2008

2007

$ 1,728
421
304
197
86
77
170
$ 2,983

$ 1,689
420
265
174
82
75
206
$ 2,911

$ 1,682
422
240
164
84
76
213
$ 2,881

State grants and contracts revenue was up by $17 million, or 3.5 percent. Although revenue from private grants and
contracts at the campuses can be volatile from year to year, overall it rose by $105 million (11.5 percent), due primarily to
a growing number of awards. Local government grants and contracts revenue declined by $1 million.
In 2008, overall revenue from federal, state, private and local government grants and contracts increased by $199 million,
or 4.6 percent. Federal grants and contracts revenue grew by $30 million, or 1.0 percent; state grants and contracts
revenue increased by $43 million, or 9.6 percent; private grants and contracts revenue grew by $108 million, or 13.4
percent, and local government grants and contracts revenue grew by $18 million, or 9.9 percent.
Medical centers, educational activities and auxiliary enterprises, net (in millions of dollars)
2009

$8,100

2008

$7,415

2007

$6,788

Revenue from medical centers, educational activities and auxiliary enterprises increased by $685 million, or 9.2 percent,
in 2009. In 2008, these revenues increased $627 million, or 9.2 percent, from 2007. Revenues for each activity are as
follows:
(in millions of dollars)

Medical centers, net
Educational activities, net
Auxiliary enterprises, net
Medical centers, educational activities and
auxiliary enterprises revenues, net

2009

2008

2007

$ 5,496
1,460
1,144

$ 4,917
1,376
1,122

$ 4,526
1,250
1,012

$ 8,100

$ 7,415

$ 6,788

Medical center revenue, net of allowances for uncollectible amounts, increased by $579 million and $391 million in 2009
and 2008, respectively. The revenue growth in both years is primarily due to renegotiated contracts, rate adjustments,
improved reimbursement rates and a modest increase in patient activity (a 0.7 percent and 1.6 percent increase in
patient days for 2009 and 2008, respectively; also outpatient visits grew by 0.5 percent and 4.3 percent for 2009 and 2008,
respectively).
Revenue from educational activities, primarily physicians’ professional fees, net of allowances for doubtful accounts,
grew by $84 million in 2009, or 6.1 percent, and by $126 million, or 10.1 percent, in 2008 and is generally associated with
an expanded patient base and higher rates.
Revenue from auxiliary enterprises, net of scholarship allowances, grew by $22 million in 2009, or 2.0 percent, and by
$110 million in 2008, or 10.9 percent, generally as a result of fee increases to support new and remodeled facilities in
both years and student demand for additional room capacity in new residence halls in 2008. Scholarship allowances,
substantially all for housing expenses, were $142 million in 2009, $127 million in 2008 and $119 million in 2007.
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DOE laboratories (in millions of dollars)
2009

$668

2008

$1,049

2007

$2,188

The national laboratories operate on federally financed budgets. Revenue in 2009, 2008 and 2007 is as follows:
(in millions of dollars)

Lawrence Berkeley National Laboratory
Lawrence Livermore National Laboratory
DOE revenue related to pension beneﬁts
DOE revenue related to retiree health beneﬁts
DOE laboratories revenue

2009

2008

2007

$ 619

$ 546
447

49
$ 668

56
$1,049

$ 518
1,611
17
42
$ 2,188

DOE laboratories’ revenues decreased by $381 million in 2009 and declined by $1.14 billion in 2008.
At LBNL, revenue in 2009 increased across all the laboratory’s divisions, most notably in Computer Science ($17
million), Physical Bioscience ($12 million) and Environmental Energy ($7 million). In 2008, revenue increased in
Physical Sciences and Materials Sciences primarily to support the Joint BioEnergy Institute and Materials Sciences
Molecular Foundry, respectively.
LLNL revenue was reported in the University’s financial statements through September 30, 2007, the date the University’s
contract to directly manage and operate LLNL terminated. The contract transitioned to LLNS effective October 1, 2007.
The DOE has an ongoing financial responsibility for all current and future pension benefit and retiree health expenses
incurred at any of the national laboratories. The University recognizes the DOE’s financial responsibility by recording
DOE revenue to the extent there are any pension or retiree health expenses attributable to the DOE laboratories.
Private gifts, net (in millions of dollars)
2009

$664

2008
2007

$734
$681

Gifts may be made directly to the University or through one of the University’s campus foundations. Private gifts,
substantially all restricted as to use, decreased by $70 million in 2009. Grants from the campus foundations totaling $445
million, recorded as private gifts by the University, decreased by $83 million, although other private sources were up by
$13 million. Until 2009, gifts received from the campus foundations had generally increased. Private gifts in 2008 of $734
million were substantially above the $681 million in 2007.
In addition to private gifts for operating purposes, gifts are also received for capital purposes—recorded as capital gifts
and grants—and for permanent endowments. The combined gifts for operating, capital and permanent endowment
purposes totaled $830 million in 2009, $1.01 billion in 2008 and $937 million in 2007.
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Investment income, net (in millions of dollars)
2009

$466

2008

$532

2007

$508

Investment income, principally consisting of $234 million from STIP, $66 million from TRIP and $138 million from
endowments invested in GEP, decreased in 2009 by $66 million. Investment income from STIP declined by $110 million
in 2009, partially as a result of $1.52 billion of STIP investments exchanged in August 2008 into the new TRIP, and grew
by $4 million in 2008. The STIP return distributed to participants was 3.6 percent in 2009 and 4.7 percent in 2008. TRIP
income for the year was $66 million. Endowment income dropped by $21 million in 2009 and by $3 million in 2008. A
reduction in interest rates during the year resulted in lower relative levels of both gross income and rebates.
Other revenues (in millions of dollars)
2009

$656

2008
2007

$722
$592

Other revenues are from a variety of sources, including state financing appropriations and patent royalty income.
Collectively, these revenues dropped by $66 million in 2009 after growing by $130 million in 2008. Patent royalty income
declined in 2009 by $45 million after increasing in 2008 by $50 million. State financing appropriations were less in 2009
by $3 million after growing by $7 million in 2008. Compensation to the University as a member of LANS and LLNS
totaled $28 million in 2009 and $25 million in 2008.

Expenses Associated with Core Activities
Categories of both operating and nonoperating expenses related to the University’s core activities in 2009 are as follows:
Nonoperating expenses $385
Other operating expenses $2,799
DOE laboratories $662
Depreciation and
amortization $1,198

Salaries and beneﬁts $13,212

Supplies and materials $2,210

Utilities $310

Scholarships and fellowships $451

2009 in millions of dollars

Expenses associated with the University’s core activities, including those classified as nonoperating expenses, were
$21.23 billion, $20.58 billion and $19.10 billion in 2009, 2008 and 2007, respectively. Expenses increased in 2009 by $647
million. Salaries, benefits and other operating expenses outpaced the reduction in DOE laboratory expenses. Expenses
increased in 2008 by $1.48 billion. Major changes in 2008 included retiree health benefit costs brought about by the
implementation of GASB Statement No. 45 of $1.36 billion that were partially offset by a $1.13 billion reduction in DOE
laboratory expenses from termination of the University’s direct contract with the DOE to manage LLNL.
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Salaries and beneﬁts (in millions of dollars)
2009

$13,212

2008

$12,401

2007

$10,313

Over 60 percent of the University’s expenses are related to salaries and benefits. There are nearly 135,000 full time
equivalent (FTE) employees in the University, excluding employees who are associated with LBNL whose salaries and
benefits are included as laboratory expenses. FTE employees increased by approximately 3,300 in 2009 and nearly 50
percent were for academic and health sciences staff. The remaining increase in FTE employees was for staff to support
the growth in research activities, as well as other activities of the University’s mission.
Salaries and benefits for 2009, 2008 and 2007 are as follows:
(in millions of dollars)

Salaries and wages
Pension beneﬁts
Retiree health beneﬁts
Other employee beneﬁts
Salaries and beneﬁts

2009

2008

2007

$ 9,823
69
1,502
1,818
$13,212

$ 9,359
3
1,355
1,684
$12,401

$ 8,569
6
175
1,563
$10,313

During 2009, overall salaries and benefits grew by $811 million from 2008, or 6.5 percent.
Salaries and wages increased by $464 million in 2009, or 5.0 percent, including $90 million, or 4.2 percent, at the
University’s five medical centers. Other than at medical centers, salary and wage cost increases were primarily related
to new academic and administrative employees necessary to directly support the increase in academic and research
programs. As a result of reductions in state educational appropriations, generally there were no salary increases for staff
in 2009, although faculty continued to receive merit increases.
The University’s pension benefit expense is actuarially determined and independently calculated for the campuses
and medical centers, separate from the DOE laboratories. Due to the funded status of the campus and medical center
segment of UCRP, pension benefit costs were not significant in 2008 or 2007. However, in 2009 the University recorded
an actuarially determined pension cost of $69 million, based upon the latest actuarial valuation as of July 1, 2008, as the
plan assets and actuarial liabilities begin to converge.
The University’s retiree health benefit expense is also actuarially determined and independently calculated for the
campus and medical centers, separate from LBNL. Retiree health benefit expense for the University’s campuses and
medical centers was $1.50 billion and $1.36 billion in 2009 and 2008, respectively. Prior to 2008, retiree health benefit
expenses were recognized as they were paid.
Other employee benefit costs in 2009 increased by $134 million, or 8.0 percent. The most prevalent increases were health
insurance costs for active employees of $117 million and the employer portion of payroll taxes of $30 million, partially
offset by lower worker’s compensation costs of $31 million.
During 2008, salaries and benefits grew by $2.09 billion from 2007, or 20.2 percent. Salaries and wages increased by $790
million, or 9.2 percent, including $278 million at the University’s medical centers where the growth was 12.1 percent.
Retiree health benefit expense for the University’s campuses and medical centers resulting from the implementation of
GASB Statement No. 45 was $1.36 billion. Other benefit costs increased by $121 million, or 7.7 percent, primarily from
increases in health insurance costs of $59 million, the employer portion of payroll taxes of $42 million and student fee
remissions of $14 million.
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Scholarships and fellowships (in millions of dollars)
2009

$451

2008
2007

$428
$401

Despite increases in student tuition and fees, the University places a high priority on student financial aid as part of
its commitment to affordability. Scholarships and fellowships, representing payments of financial aid made directly
to students and reported as an operating expense, were higher by $23 million in 2009 than in 2008, an increase of
5.5 percent, and were higher by $27 million in 2008 than in 2007, an increase of 6.6 percent. In addition, scholarship
allowances, representing financial aid and fee waivers by the University, are also forms of scholarship and fellowship
costs that increased in 2009 by $74 million, or 11.5 percent, to $715 million and increased in 2008 by 9.2 percent to
$641 million. However, scholarship allowances are reported as an offset to revenue, not as an operating expense. On a
combined basis, as the University continues its commitment to provide financial support for needy students, financial aid
in all forms grew to $1.17 billion in 2009 from $1.07 billion in 2008 and $988 million in 2007, an increase of $178 million
over the past two years, or 18.0 percent.
Utilities (in millions of dollars)
2009

$310

2008
2007

$298
$287

Utility costs rose by $12 million in 2009 and by $11 million in 2008. Over 80 percent of the University’s utility costs
are for electricity and natural gas. Electricity costs were up by $10 million in 2009, after decreasing by $8 million in
2008. Natural gas costs decreased by $8 million in 2009 after increasing by $14 million in 2008. Costs in 2009 for water
increased by $8 million.
Supplies and materials (in millions of dollars)
2009

$2,210

2008
2007

$2,102
$1,910

During 2009, overall supplies and materials costs increased by $108 million, or 5.2 percent, and in 2008, by $192
million, or 10.0 percent. In recent years, there has been inflationary pressure on the costs for medical supplies and
laboratory instruments and higher costs for general supplies necessary to support expanded research activity and
student enrollment. While that trend continued in 2009 for medical supplies, registering an $86 million, or 10.0 percent,
increase, general supplies were reduced by $12 million, or 1.7 percent. Supplies associated with capital spending patterns
increased by $18 million.
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Depreciation and amortization (in millions of dollars)
2009

$1,198

2008

$1,094

2007

$1,049

Higher capital spending over the past several years necessary to upgrade facilities and support both recent and
anticipated enrollment growth resulted in depreciation and amortization expense increasing to $1.20 billion in 2009
from $1.09 billion in 2008 and $1.05 billion in 2007.
DOE laboratories (in millions of dollars)
2009

$662

2008

$1,039

2007

$2,170

DOE laboratory expenses in 2009, 2008 and 2007 are as follows:
(in millions of dollars)

Lawrence Berkeley National Laboratory
Lawrence Livermore National Laboratory
DOE expense related to pension beneﬁts
DOE expense related to retiree health beneﬁts
DOE laboratory expenses

2009

2008

2007

$ 613

$ 540
443

49
$ 662

56
$1,039

$ 514
1,597
17
42
$ 2,170

DOE laboratories’ expenses decreased by $377 million in 2009 and declined by $1.13 billion in 2008.
At LBNL, expenses, excluding pension and retiree health, grew by $73 million in 2009 and $26 million in 2008. Salaries,
along with employee benefits for active employees, are the predominant expenses totaling $324 million in 2009, an
increase of $21 million from 2008. Salaries and employee benefits for active employees increased by $10 million in 2008.
Supplies and materials in 2009 and 2008 required for maintenance and seismic safety upgrades increased by $23 million
in both years. Spending for equipment grew by $17 million in 2009 after declining by $11 million in 2008.
LLNL operating expenses were reported in the University’s financial statements through September 30, 2007, the date
the University’s contract to directly manage and operate LLNL terminated. The contract transitioned to LLNS effective
October 1, 2007.
As discussed above, the University’s pension benefit expense is actuarially determined and independently calculated for
the DOE laboratories, separate from the campuses and medical centers. Due to the funded status of the DOE laboratory
segment of UCRP, there was no pension benefit expense attributable to the DOE laboratories in 2009 or 2008, although
there was an expense in 2007 associated with employees who formerly worked at LANL.
Beginning in 2008, the University’s retiree health benefit expense is also actuarially determined and independently
calculated for LBNL, separate from the campuses and medical centers. LANL and LLNL do not participate in the
University’s retiree health plan subsequent to their contract termination dates. Retiree health benefit expense for the
DOE laboratories in 2009 of $49 million is entirely attributable to LBNL retirees. Retiree health benefit expense for the
DOE laboratories in 2008 of $56 million consists of $44 million for LBNL retirees resulting from the implementation
of GASB Statement No. 45, and $12 million for LLNL activity through September 30, 2007. Prior to 2008, retiree health
benefit expenses were recognized as they were paid and included LLNL and LANL retirees through their contract
termination dates.
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Interest expense (in millions of dollars)
2009

$356

2008
2007

$400
$385

Interest expense, reported as a nonoperating expense, decreased by $44 million in 2009 after increasing by $15 million
in 2008. The University has incurred additional interest expense as a result of new capital leases and bonds issued during
the past three years, although the weighted average interest rate of the overall portfolio has decreased due to refinancing
previously outstanding bonds at lower rates. Commercial paper rates have declined over the three years serving to
reduce the University’s short-term borrowing costs. Interest capitalized as part of construction costs also reduces interest
expense. Capitalized interest was $90 million in 2009, $25 million in 2008 and $34 million in 2007.
Other expenses (in millions of dollars)
2009

$2,828

2008

$2,818

2007

$2,583

Other expenses consist of a variety of expense categories, including travel, rent, insurance, legal settlements and repairs
and maintenance, plus any gain or loss on disposals of capital assets and other nonoperating expenses. These expenses
increased by $10 million in 2009 and increased by $235 million in 2008. In 2009, most expense categories either declined
or increased very modestly. In 2008, there were substantive increases across nearly all expense categories, including a
non-recurring legal settlement of $40 million, partially offset by improved management of professional liability insurance
claims that resulted in lower costs by $44 million. Disposals and write-offs of capital assets resulted in a loss of $27
million in 2009 compared to a loss of $16 million in 2008. Typically, routine disposals result in a very slight gain or loss.
In accordance with the GASB’s reporting standards, operating losses were $4.77 billion in 2009, $4.70 billion in 2008
and $3.26 billion in 2007. The operating loss in 2009 was partially offset by $3.32 billion of net revenue that is required
by the GASB to be classified as nonoperating, but clearly supports core operating activities of the University. As a result,
expenses associated with core activities in 2009 exceeded revenue available to support core activities by $1.45 billion.
Operating losses in 2008 increased significantly from 2007 due primarily to the change in financial reporting for retiree
health benefit expense that resulted from implementation of GASB Statement No. 45. In 2008, operating losses of $4.70
billion were partially offset by $3.98 billion of net nonoperating revenue resulting in expenses exceeding revenue to
support core activities by $716 million. In 2007, operating losses of $3.26 billion were more than offset by $3.77 billion
of net nonoperating revenue. In that year, revenue to support core activities exceeded the associated expenses by $506
million.
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Other Nonoperating Activities
The University’s other nonoperating activities, consisting of net appreciation or depreciation in the fair value of
investments, are noncash transactions and, therefore, are not available to support operating expenses.
Net appreciation (depreciation) in fair value of investments (in millions of dollars)
2009

($1,278)

2008

($192)

2007

$949

In 2009, the University recognized net depreciation in the fair value of investments of $1.28 billion compared to net
depreciation of $192 million during 2008 and net appreciation of $949 million during 2007. Equity markets suffered
losses in both 2009 and 2008, although the losses were partially offset by an increase in the fair value of certain securities
in the fixed-income portfolios. Conversely, in 2007, equity markets delivered substantial gains, although as short-term
interest rates rose the fair value of securities in the fixed-income portfolios declined.

Other Changes in Net Assets
Similar to other nonoperating activities discussed above, other changes in net assets are also not available to support the
University’s operating expenses in the current year. State capital appropriations and capital gifts and grants may only
be used for the purchase or construction of the specified capital assets. Only income earned from gifts of permanent
endowments is available in future years to support the specified program.
State capital appropriations (in millions of dollars)
2009

$313

2008

$394

2007

$293

The University’s enrollment growth requires new facilities, in addition to continuing needs for renewal, modernization
and seismic correction of existing facilities. Capital appropriations from the state of California decreased by $81 million
in 2009 after increasing by $101 million in 2008. Capital appropriations are from bond measures approved by the
California voters.
Capital gifts and grants, net (in millions of dollars)
2009

$155

2008
2007

$245
$217

Capital gifts and grants decreased by $90 million in 2009 after increasing by $28 million in 2008. The pattern in 2009 was
opposite of 2008. In 2009, private capital gifts declined substantially, although grants from federal and state sources grew
by $32 million. In 2008, the opposite occurred. Private capital gifts increased, offsetting reductions from federal and state
sources. Significant Federal Emergency Management Agency (FEMA) grants, primarily for the replacement hospitals at
UCLA, declined in 2008 as the projects approached completion. Grants from FEMA decreased by $26 million in 2008
after increasing by $7 million in 2007.
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Permanent endowments (in millions of dollars)
2009

$11

2008

$35

2007

$39

Gifts of permanent endowments to the University are a measure of the University’s continuing emphasis on private
giving. In addition to gifts directly to the University, many gifts of permanent endowments are made through the campus
foundations in support of University activities. Combined gifts of permanent endowments to both the University and
campus foundations totaled $165 million in 2009, $215 million in 2008 and $210 million in 2007.

The University’s Cash Flows
The statement of cash flows presents the significant sources and uses of cash. A summary comparison of cash flows for
2009, 2008 and 2007 is as follows:
(in millions of dollars)
2009

Cash received from operations
Cash payments for operations

2007

$ 15,352
(17,616)

$ 14,438
(16,385)

$ 13,100
(15,299)

(2,264)
3,821
(1,800)
623

(1,947)
3,708
(1,453)
(347)

(2,199)
3,472
(1,721)
393

380

(39)

(55)

Net cash used by operating activities
Net cash provided by noncapital ﬁnancing activities
Net cash used by capital and related ﬁnancing activities
Net cash provided (used) by investing activities
Net increase (decrease) in cash
Cash, beginning of year
Cash, end of year

2008

$

108
488

$

147
108

$

202
147

The University’s cash in demand deposit accounts rose by $380 million in 2009 and declined by $39 million and $55
million in 2008 and 2007, respectively. Cash in demand deposit accounts is minimized by sweeping available cash
balances into investment accounts on a daily basis, although a $345 million deposit from the state at the end of 2009 was
not invested in STIP until the following day creating the significant increase from the 2008 cash levels.
Over $2.26 billion of cash was used for operating activities in 2009. Cash used for operating purposes has fluctuated
within a range of $1.95 billion to $2.26 billion over the past three years.
Cash provided by noncapital financing activities has ranged between $3.47 billion and $3.82 billion over the same three
years. As defined by the GASB, cash flows from noncapital financing activities includes state educational appropriations
and gifts received for other than capital purposes that are used to support operating activities.
Cash flows from noncapital financing activities exceeded cash flows required for operating purposes by $1.56 billion in
2009, $1.76 billion in 2008 and $1.27 billion in 2007. However, as previously indicated, subsequent to 2009, the state of
California finalized their State Budget Act that required reversion to the state of $715 million of 2009 state educational
appropriations previously received. Had the State Budget Act been finalized prior to the end of the year, cash flows from
noncapital financing activities would have been $715 million less than reported.
Net cash of $1.80 billion, $1.45 billion and $1.72 billion was used in 2009, 2008 and 2007, respectively, for capital and
related financing activities, primarily for purchases of capital assets and principal and interest payments, partially offset
by sources that include new external financing, state and federal capital appropriations and gifts for capital purposes.
The year-to-year changes in cash provided (used) by investing activities is largely the result of the routine timing of
investment purchases and, to a lesser extent, investment income.
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THE UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
Separate foundations at each individual campus provide valuable assistance in fundraising, public outreach and other
support for the missions of the campus and the University. Although independent boards govern each of these ten
foundations, they are affiliated with, and their assets are dedicated for, the benefit of the University of California.

The Campus Foundations’ Financial Position
The campus foundations’ statement of net assets presents their combined financial position at the end of the year. It
displays all of the campus foundations’ assets, liabilities and net assets. The difference between assets and liabilities are
net assets, representing a measure of the current financial condition of the campus foundations.
$5,047

$5,046

$4,236

$4,142

$4,471

$4,329
$3,481

$848

2009

$3,830

$811

2008
Assets

$904

2007

$499
$156
$343

$576

$675

$171
$405

$192
$483

2009

2008

2007

2009

Liabilities
Current
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$4,371

2008

2007

Net assets
Noncurrent

Net assets

in millions of dollars

The major components of the combined assets, liabilities and net assets of the campus foundations at 2009, 2008 and
2007 are as follows:
(in millions of dollars)

ASSETS
Investments
Investment of cash collateral
Pledges receivable, net
Other assets
Total assets
LIABILITIES
Securities lending collateral
Obligations under life income agreements
Other liabilities
Total liabilities
NET ASSETS
Restricted:
Nonexpendable
Expendable
Unrestricted
Total net assets

2009

2008

2007

$3,525
189
402
213
4,329

$ 4,159
280
421
187
5,047

$ 4,037
367
450
192
5,046

189
162
148
499

280
181
115
576

367
181
127
675

1,867
1,951
12
$ 3,830

1,916
2,528
27
$ 4,471

1,728
2,628
15
$ 4,371

Assets. Investments in 2009 declined by $634 million from 2008. The significant changes were $743 million of net
depreciation in the fair value of investments and $91 million of net cash payments as foundations’ grants to the
University were greater than the cash receipts from gifts, partially offset by $154 million of new permanent endowments
and $64 million of investment income.
Investments in 2008 grew by $122 million from 2007, generally resulting from $180 million of new permanent
endowments, $78 million of investment income and $12 million of net cash receipts, partially offset by $143 million of
net depreciation in the fair value of investments.
The Board of Trustees for each campus foundation is responsible for its specific investment policy, although asset
allocation guidelines are recommended to campus foundations by the Investment Committee of The Regents. The
Boards of Trustees may determine that all or a portion of their investments will be managed by the University’s Chief
Investment Officer. The Chief Investment Officer managed $922 million, $1.03 billion and $1.13 billion of the campus
foundations’ investments at the end of 2009, 2008 and 2007, respectively.
The financial markets, both domestically and internationally, are currently demonstrating significant volatility that affect
the valuation of investments. The Boards of Trustees for the campus foundations utilize asset allocation strategies that are
intended to optimize investment returns over time in accordance with investment objectives and at acceptable levels of
risk.
The campus foundations’ statement of net assets includes an allocation of the University’s securities lending assets and
liabilities at the end of each year and income and rebates for the year, in accordance with their respective investments
with the University. Two campus foundations participate directly in their own securities lending program. The
investment of cash collateral and related securities lending liability allocated by the University to the campus foundations
totaled $160 million, $199 million and $320 million at the end of 2009, 2008 and 2007, respectively. The campus
foundations with direct participation loaned securities for cash collateral of $29 million, $78 million and $46 million at
the end of 2009, 2008 and 2007, respectively.
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Certain campuses and campus foundations have comprehensive fund-raising campaigns underway, raising both gifts and
pledges. Pledges receivable, representing gifts to be received in the future, were $402 million at the end of 2009, down
slightly by $19 million from last year. Pledges receivable were $421 million at the end of 2008, down by $29 million from
2007.
Liabilities. Total campus foundations’ liabilities were $499 million in 2009 compared to $576 million in 2008 and $675
million in 2007. The decrease in both years is primarily related to lower securities lending activity that dropped by $91
million and $87 million in 2009 and 2008, respectively.
Net assets. Net assets are reported in certain categories based upon the nature of the restrictions on their use.
Restricted, nonexpendable net assets include the corpus of the campus foundations’ permanent endowments and the
estimated fair value of certain planned giving arrangements. The increase is primarily attributable to new permanent
endowment gifts received, partially offset by an increase in the estimated liability to beneficiaries of the planned giving
arrangements.
Restricted, expendable net assets are subject to externally imposed restrictions governing their use. These net assets may
be spent only in accordance with the restrictions placed upon them and may include endowment income and investment
gains, subject to each individual campus foundation’s spending policy; support received from gifts; trustee held
investments; or other third party receipts. New gifts and net appreciation or depreciation in the fair value of investments
were the primary reasons for the changes in value in 2009 and 2008.
Under generally accepted accounting principles, net assets that are not subject to externally imposed restrictions
governing their use must be classified as unrestricted for financial reporting purposes.

The Campus Foundations’ Results of Operations
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The campus foundations’ combined statement of revenues, expenses and changes in net assets is a presentation of their
operating results for the year. It indicates whether their financial condition has improved or deteriorated during the year.
A summarized comparison of the operating results for 2009, 2008 and 2007 is as follows:
(in millions of dollars)
2009

2008

2007

OPERATING REVENUES
Private gifts
Other revenues
Total operating revenues

$ 373
3
376

$ 534
3
537

$ 458
3
461

OPERATING EXPENSES
Grants to campuses
Other expenses
Total operating expenses
Operating loss

445
13
458
(82)

528
12
540
(3)

451
12
463
(2)

NONOPERATING REVENUES (EXPENSES)
Investment income
Net appreciation (depreciation) in fair value of investments
Other nonoperating expenses
Income (loss) before other changes in net assets

64
(743)
(34)
(795)

78
(143)
(12)
(80)

79
451
(4)
524

OTHER CHANGES IN NET ASSETS
Permanent endowments
Increase in net assets

154
(641)

180
100

172
696

4,471
$ 3,830

4,371
$ 4,471

3,675
$ 4,371

NET ASSETS
Beginning of year
End of year

Operating loss. Operating revenues generally consist of current-use gifts, including pledges and income from other fundraising activities, although they do not include additions to permanent endowments and endowment income. Operating
revenues decreased by $161 million in 2009 after increasing by $76 million in 2008.
Operating expenses generally consist of grants to University campuses, comprised of current-use gifts and endowment
income and other expenses, including gift fees. Grants to campuses typically follow the pattern indicated by private
gift revenue; however, the campus’ programmatic needs are also taken into consideration, subject to abiding by the
designated purposes of gifts to the endowment and the amounts available for grants in any particular year.
Private gift revenue includes pledges, a non-cash operating revenue. Grants to the campuses can only be made when
the cash is received and, in addition, also include endowment investment income, classified as nonoperating income.
Therefore, operating losses can occur when grants distributed to the campuses in any particular year exceed private gift
revenue.
Nonoperating revenues (expenses). Nonoperating revenues or expenses include net investment income, net appreciation
or depreciation in the fair value of investments and adjustments to gift annuity and trust liabilities. Investment income of
$64 million was lower than $78 million in 2008 and $79 million in 2007. Due to the performance of the financial markets
in 2009 and 2008, the campus foundations’ results include $743 million and $143 million of net depreciation in the fair
value of investments in 2009 and 2008, respectively, compared to $451 million of net appreciation in the fair value of
investments in 2007.
Other changes in net assets. Gifts of permanent endowments of $154 million in 2009 dropped by $26 million from 2008
levels. In 2008, gifts of permanent endowments grew by $8 million from 2007.
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The Campus Foundations’ Cash Flows
The campus foundations’ combined statement of cash flows presents the significant sources and uses of cash and cash
equivalents. A summary comparison of cash flows for 2009, 2008 and 2007 is as follows:
(in millions of dollars)

Cash received from private gifts
Cash payments for grants
Other cash receipts (payments), net
Net cash provided (used) by operating activities
Net cash provided by noncapital ﬁnancing activities
Net cash used by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

2009

2008

2007

$ 387
(472)
(6)
(91)

$ 551
(547)
8
12

$ 429
(463)
3
(31)

147
(24)
32

163
(186)
(11)

163
(96)
36

151
$ 183

162
$ 151

126
$ 162

Cash and cash equivalents were $183 million in 2009 compared to $151 million in 2008, an increase of $32 million.
In 2008, cash decreased by $11 million. Cash used by operating activities was $91 million in 2009 compared to cash
provided of $12 million in 2008. Private gift revenue fell in 2009 as a result of economic conditions. As discussed above,
cash payments for grants are an operating activity, but these payments also include investment income which is an
investing activity. In addition, while the trend is for grants to campuses to coincide with contributions revenue, the
timing may not always occur in the same year. Cash provided by noncapital financing activities primarily results from
cash gifts for permanent endowments. Cash used by investing activities totaled $24 million in 2009 compared to $186
million in 2008. The difference is the result of the routine timing of investment purchases.
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THE UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM (UCRS)
UCRS is a valuable component of the comprehensive benefits package offered to employees of the University. UCRS
consists of the University of California Retirement Plan, a defined benefit plan for members; the University of California
Retirement Savings Program (UCRSP) that includes four defined contribution plans (Defined Contribution Plan (DC
Plan), Supplemental Defined Contribution Plan, 403(b) Plan and 457(b) Plan) to complement the defined benefit plan,
with several investment portfolio options for participants’ elective and non-elective contributions; and the California
Public Employees Retirement System (PERS) Voluntary Early Retirement Incentive Plan (PERS-VERIP) for certain
University employees that were members of PERS who elected early retirement.

UCRS’ Financial Position
$80,717
$69,356
$62,645
$56,590

$56,183
$44,799

$18,072
$11,791

Assets

$13,173

Liabilities

Net assets

2009

2008

2007

in millions of dollars

The statement of plans’ fiduciary net assets presents the financial position of UCRS at the end of the fiscal year. It displays
all of the retirement system’s assets, liabilities and net assets. The difference between assets and liabilities are the net
assets held in trust for pension benefits. These represent amounts available to provide pension benefits to members of
UCRP and participants in the defined contribution plans and PERS-VERIP. At June 30, 2009, the UCRS plans’ assets
were nearly $57 billion, liabilities nearly $12 billion and net assets held in trust for pension benefits nearly $45 billion, a
decrease of $11.38 billion from 2008. Net assets decreased in 2008 by $6.46 billion from 2007.
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The major components of the assets, liabilities and net assets available for pension benefits for 2009, 2008 and 2007 are as
follows:
(in millions of dollars)
2009

2008

2007

ASSETS
Investments
Participants’ interest in mutual funds
Investment of cash collateral
Other assets
Total assets

$42,353
2,924
10,350
963
56,590

$ 52,532
3,773
12,162
889
69,356

$ 59,685
3,794
16,884
354
80,717

LIABILITIES
Securities lending collateral
Other liabilities
Total liabilities

10,387
1,404
11,791

12,224
949
13,173

16,885
1,187
18,072

32,316
12,483
$ 44,799

42,099
14,084
$ 56,183

48,192
14,453
$ 62,645

NET ASSETS HELD IN TRUST
FOR PENSION BENEFITS
Members’ deﬁned beneﬁt plan beneﬁts
Participants’ deﬁned contribution plan beneﬁts
Total net assets held in trust for pension beneﬁts

Assets. UCRS investments, along with participants’ interest in mutual funds, totaled $45.28 billion at the end of 2009
compared to $56.31 billion at the end of 2008, a decrease of $11.03 billion. The decrease was generally a result of $11.33
billion of net depreciation in the fair value of investments and benefit payments and participant withdrawals of $2.47
billion that were partially offset by $1.51 billion in net investment earnings, $929 million in contributions to UCRS and
the net effect of the securities trading settlements of $332 million at the beginning and end of the year.
In 2008, UCRS investments, including participants’ interest in external mutual funds, decreased by $7.17 billion. The
decrease in 2008 was generally a result of $4.98 billion of net depreciation in the fair value of investments, benefit
payments and participant withdrawals of $2.80 billion, a transfer of UCRP assets to the LLNS defined benefit plan of
$1.57 billion and the net effect of the securities trading settlements of $928 million at the beginning and end of the year,
partially offset by $1.89 billion in net investment earnings and $1.04 billion in contributions to UCRS.
During 2009, participants’ interest in external mutual funds, representing defined contribution plan contributions to
certain mutual funds on a custodial plan basis, dropped by $849 million to $2.92 billion primarily through a combination
of $1.02 billion of depreciation in the fair value of investments and $157 million of participant withdrawals, partially
offset by $256 million of participant contributions, $69 million of investment earnings and $7 million transferred from
University-managed investments. In 2008, participants’ interest in external mutual funds dropped by $21 million to
$3.77 billion primarily through a combination of $443 million of depreciation in the fair value of investments and $289
million of participant withdrawals that was nearly offset by $299 million of participant contributions, $259 million of
investment earnings and $153 million transferred from University-managed investments.
Along with the University, UCRS participates in a securities lending program as a means to augment income. The
investment of cash collateral and the associated liability for collateral held by UCRS for securities on loan at the end
of the year decreased in 2009 and 2008 by 15 percent and 28 percent, respectively. As with the University, there was
decreased demand from borrowers for certain classes of fixed income securities and decreased availability of certain of
the UCRS’ equity securities resulting from asset allocation changes from publicly traded equity securities to alternative
investments.
Liabilities. Total UCRS liabilities were $11.79 billion in 2009 compared to $13.17 billion and $18.07 billion in 2008
and 2007, respectively. The most significant aspect of the change from year-to-year is a result of the demand under the
securities lending program, with the remainder a result of changes in the liabilities for security purchases to be settled
after year-end.
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Net assets. As of June 30, 2009, a total of $32.32 billion of the net assets are dedicated to the UCRP members’ defined
benefit plan benefits and over $12.48 billion are associated with participants’ tax deferred, defined contribution plan
benefits. As of July 1, 2008, the date of the most recent actuarial report, the UCRP’s overall funded ratio was 103.0
percent compared to 104.8 percent as of July 1, 2007.
While all assets of UCRP are available to pay any member’s benefits, assets and liabilities for the campus and medical
center segment of UCRP internally are tracked separately from the DOE national laboratory segment of UCRP. As of
July 1, 2008, the funded ratio for the campus and medical center segment was 103.4 percent compared to 105.2 percent
as of July 1, 2007. For the DOE national laboratory segment, as of July 1, 2008 the funded ratio was 101.3 percent
compared to 103.5 percent as of July 1, 2007. The DOE has a continuing obligation to the University to provide
contributions to pay UCRP benefits to laboratory segment retirees.
The Regents utilizes asset allocation strategies that are intended to optimize investment returns over time in accordance
with investment objectives and at acceptable levels of risk. However, the financial markets, both domestically and
internationally, have deteriorated over the past year. The fair value of investments held by UCRP declined subsequent to
July 1, 2008. The actuarial value of plan assets also declined. As a result, the funded ratio as of the July 1, 2009 actuarial
valuation for the campuses and medical centers as well as DOE laboratories is expected to be approximately 94.8 percent.

UCRS’ Results of Operations
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The statement of changes in plans’ fiduciary net assets is a presentation of the UCRS’ operating results. It indicates
whether the financial condition has improved or deteriorated during the year. A summarized comparison of the
operating results for 2009, 2008 and 2007 is as follows:
(in millions of dollars)
2009

ADDITIONS (REDUCTIONS)
Contributions
$ 929
Net (depreciation) appreciation in fair value of investments (11,325)
Investment and other income, net
1,512
Total additions (reductions)
(8,884)
DEDUCTIONS
Beneﬁt payments and participant withdrawals
Plan expenses
Transfer of assets to the LLNS deﬁned beneﬁt plan
Transfer of assets to the LANS deﬁned beneﬁt plan
Total deductions
Increase (decrease) in net assets
held in trust for pension beneﬁts

2008

2007

$ 1,038
(4,980)
1,888
(2,054)

$ 1,062
7,864
1,867
10,793

2,465
36

2,804
36
1,568

2,570
46

2,501

4,408

1,445
4,061

$ (11,385)

$ (6,462)

$ 6,732

Contributions. Contributions in 2009 decreased by $109 million and in 2008 by $24 million, partially resulting from
discontinued participation in the defined contribution plans by former employees at LLNL and LANL transitioning from
the University to LLNS and LANS. The majority of contributions, nearly $920 million in 2009, are made by participants
into the defined contribution plans that included $7 million and $8 million of University contributions in 2009 and
2008, respectively. Participants are required to make contributions to the DC Plan and may make voluntary and rollover
contributions to the DC Plan, 403(b) plan and 457(b) plan. Due to the UCRP’s funded position, neither the University
nor the members have been required to make contributions since 1990. However, $25 million of contributions were
recorded in 2007, primarily a $17 million contribution from the DOE on behalf of members who formerly worked at
LANL.
Net (depreciation) appreciation in fair value of investments. UCRS recognized net depreciation in the fair value of
investments of $11.33 billion during 2009 compared to $4.98 billion net depreciation in the fair value of investments
during 2008. In 2007, there was net appreciation in the fair value of investments of $7.86 billion.
The overall investment loss based upon unit values for UCRS was (16.6) percent in 2009 compared to an investment loss
of (5.0) percent in 2008 and an investment gain of 17.7 percent in 2007.
Investment and other income, net. Investment and other income in 2009 of $1.51 billion decreased by $376 million, or
19.9 percent. Similarly, investment and other income in 2008 of $1.89 billion increased by $21 million, or 1.1 percent.
The highly extraordinary financial and economic conditions in 2009 led to significantly lower interest rates and dividend
payouts. Securities lending investment income, net of fees and rebates, increased to $112 million in 2009 from $97
million in 2008. A reduction in interest rates during the past two years resulted in lower levels of both gross income and
rebates, although yields available from lending U.S. government fixed income securities were greater over the past two
years.
Benefit payments and participant withdrawals. Benefit payments and participant withdrawals were $339 million less
in 2009 than in 2008 and $234 million higher in 2008 than in 2007. Payments from UCRP and PERS-VERIP to retirees
increased by $96 million and $154 million in 2009 and 2008, respectively, due to a growing number of retirees receiving
payments, cost-of-living adjustments and member withdrawals. At the beginning of 2009, there were 50,100 retirees
and beneficiaries receiving payments compared to 47,600 at the beginning of 2008. Elections of lump sum cash-outs of
UCRP and participant withdrawals from the Retirement Savings Plans declined by a combined $435 million in 2009 after
growing by $80 million in 2008. Participant withdrawals from the Retirement Savings Plans in 2008 were unusually high
as a result of former employees at LLNL transitioning from the University to LLNS.
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Transfer of assets to the LLNS and LANS defined benefit plans. With the selection of LLNS as the successor contractor to
the University for the management of LLNL effective October 1, 2007, assets and liabilities attributable to UCRP benefits
of the approximately 3,900 LLNL employees who accepted employment with LLNS and elected to participate in the
defined benefit plan established by LLNS were transferred to the LLNS defined benefit plan. The market value of assets
transferred as of March 31, 2008 to the LLNS defined benefit plan associated with the transitioning employees who were
not retained in UCRP was $1.57 billion.
With the selection of LANS as the successor contractor to the University for the management of LANL effective
June 1, 2006, assets and liabilities attributable to the UCRP benefits of the approximately 6,500 LANL employees who
accepted employment with LANS and elected to participate in the defined benefit plan established by LANS were
transferred to the LANS defined benefit plan. The market value of assets transferred as of March 31, 2007 to the LANS
defined benefit plan associated with the transitioning employees who were not retained in UCRP was $1.44 billion.
Additional information on the retirement plans can be obtained from the 2009 annual reports of the University of
California Retirement Plan, the University of California Retirement Savings Plans and the University of California
PERS-VERIP by writing to the University of California, Office of the President, Human Resources and Benefits, Post
Office Box 24570, Oakland, California 94623.
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THE UNIVERSITY OF CALIFORNIA RETIREE HEALTH BENEFIT TRUST (UCRHBT)
UCRHBT was established July 1, 2007 to allow certain University locations—primarily campuses and medical centers—
that share the risks, rewards and costs of providing for retiree health benefits to fund such benefits on a cost-sharing basis
and accumulate funds on a tax-exempt basis under an arrangement segregated from University assets. The University
contributes toward retiree medical and dental benefits, although it does not contribute toward the cost of other benefits
available to retirees. The DOE laboratories do not participate in UCRHBT, therefore the DOE has no interest in the
Trust’s assets.

UCRHBT’s Financial Position
$76
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$2
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The statement of trust’s fiduciary net assets presents the financial position of UCRHBT at the end of the fiscal year. It
displays all of the UCRHBT’s assets, liabilities and net assets. The difference between assets and liabilities are the net
assets held in trust for retiree health benefits. These represent amounts available to provide retiree health benefits to its
participants. At June 30, 2009, the UCRHBT’s assets were $76 million, liabilities were $2 million and net assets held in
trust for retiree health benefits were $74 million, an increase of $23 million from 2008.
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The major components of the assets, liabilities and net assets available for retiree health benefits for 2009 and 2008 are as
follows:
(in millions of dollars)

ASSETS
Investments
Other assets
Total assets
LIABILITIES
Total liabilities
NET ASSETS HELD IN TRUST FOR
RETIREE HEALTH BENEFITS
Total net assets held
in trust for retiree health beneﬁts

2009

2008

$ 38
38
76

$ 20
34
54

2

3

$ 74

$51

Assets. UCRHBT investments totaling $38 million in 2009 and $20 million in 2008 are restricted to a portfolio of
high-quality money market instruments in a commingled fund. Other assets in 2009 consist of receivables, primarily
contributions from the University of $16 million and rebates from insurance carriers of $5 million, and prepaid
insurance premiums of $17 million. Similarly, other assets in 2008 consist of contribution receivables from the University
of $15 million, rebates from insurance carriers of $4 million and prepaid insurance premiums of $15 million.
Liabilities. UCRHBT liabilities were $2 million and $3 million in 2009 and 2008, respectively, consisting of insurance
premiums and claims and administrative expenses payable to the University.
Net assets. Net assets of $74 million and $51 million in 2009 and 2008, respectively, are for the exclusive purpose of
providing retiree health benefits pursuant to the University’s plan to participants and beneficiaries who retired from a
campus or medical center, and defraying the reasonable expenses associated with providing such benefits.
The retiree health benefits provided under the University’s plan and any liabilities related to the future funding
requirements for the retiree health benefits are reported by the University. The actuarial accrued liability associated
with the participants and beneficiaries who retired from a campus or medical center as of July 1, 2008, the date of the
latest actuarial valuation, was $13.30 billion. Contributions made to UCRHBT toward retiree health benefits, at rates
determined by the University, reduce the unfunded actuarial accrued liability.
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UCRHBT’s Results of Operations
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The statement of changes in trust’s fiduciary net assets is a presentation of the UCRHBT’s operating results. It indicates
whether the financial condition has improved or deteriorated during the year. Summarized operating results for 2009
and 2008 are as follows:
(in millions of dollars)

ADDITIONS
Contributions
Investment income
Total additions
DEDUCTIONS
Insurance premiums and payments
Plan expenses
Total deductions
Increase in net assets held in
trust for retiree health beneﬁts

2009

2008

$ 251
1
252

$ 243
1
244

226
2
228

191
2
193

$ 24

$ 51

Contributions. Contributions in 2009 were $251 million, an increase of $8 million from $243 million in 2008. Campuses
and medical centers contributed $235 million during the year based upon projected pay-as-you-go financing, and
retirees from campuses and medical centers contributed $16 million. In 2008, contributions from the campuses and
medical centers were $243 million, including a one-time contribution of $20 million in order to provide initial cash for
working capital purposes, and retirees from campuses and medical centers contributed $17 million.
Investment income. Investment income consists of interest income of $1 million for both 2009 and 2008. Even though
invested balances were substantially greater this year, the investment return was lower. The overall investment return was
1.5 percent and 4.3 percent for 2009 and 2008, respectively.
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Insurance premiums and payments. Insurance premiums and payments were $226 million in 2009, including $5 million
of insurance rebates from carriers, compared to $191 million in 2008. However, since insurance premiums and payments
must be made in advance of the beginning of the month and the trust was established on July 1, 2007, UCRHBT’s initial
year in 2008 included eleven payments compared to twelve payments in 2009. After adjusting for this non-recurring
circumstance, premiums and payments increased by approximately nine percent in 2009.
Plan expenses. The University acts as a third-party administrative agent on behalf of UCRHBT to pay health care
insurers and administrators amounts currently due. UCRHBT paid the University $2 million in both 2009 and 2008 for
the cost of providing these services.
Additional information on the retiree health benefit plan can be obtained from the 2009 annual reports of the University
of California Health and Welfare Plan by writing to the University of California, Office of the President, Human
Resources and Benefits, Post Office Box 24570, Oakland, California 94623.

LOOKING FORWARD
The University of California is a world center of learning, known for generating a steady stream of talent, knowledge
and social benefits, and has always been at the center of California’s capacity to innovate. The excellence of its programs
attracts the best students, leverages hundreds of millions of dollars in state, federal and private funding and promotes
discovery of new knowledge that fuels economic growth.
Major financial strengths of the University include a diverse source of revenues, including those from the state of
California, student fees, federally sponsored grants and contracts, medical centers, private support and self-supporting
enterprises.
The variety of fund sources has become increasingly important over the past several years given the effects of the state’s
financial crisis that required reductions in both instructional and non-instructional programs. The state is continuing its
work to resolve its serious financial situation in which expenditures have continued to exceed revenues.
Five years ago, the University and the Governor agreed on a Compact to provide guidance and financial commitments
to a long-term resource plan for the University. The Compact was to address fundamental financial support, enrollment,
student fees and other key program elements for 2007 through 2011 and to provide a financial foundation for the
University and the ability to plan for student fee levels over the next several years. In exchange for this long-term stability,
the University committed to focus its resources to address long-term accountability goals for enrollment, student fees,
financial aid and program quality, among other areas. For the second consecutive fiscal year, the State Budget Act did not
fully fund the Compact.
State educational appropriations for 2009 and 2010 include one-time and permanent reductions aggregating $813
million, after considering one-time assistance of $640 million from federal economic stimulus funds. The reduction for
2010 is $637 million, when compared against the state educational appropriations that were originally budgeted for 2009
at the beginning of the year. Along with the $813 million of reductions in state educational appropriations, the University
is also absorbing $335 million over the 2009 and 2010 period for increasing costs related to student enrollments, health
benefit costs, faculty merits, utility costs, etc. that have not been funded by the state.
There is no state educational appropriation for enrollment growth. As a result, the University has announced measures to
curtail enrollment of freshman by 2,300 for 2010, although this will be offset somewhat by an increase in transfers from
California community colleges of 500 students. Even with this action, the University’s student enrollment will be 11,000
over budget.
Student fee increases already in place for 2009 and those approved for 2010 address approximately $211 million of the
$813 million in reductions. As a result, in July 2009, University administration worked with The Regents who approved
a declaration of financial emergency effective for one year (September 1, 2009 to August 31, 2010) and proposed a series
of budget actions. In addition to fee increases already approved, the University has implemented a furlough/salary
reduction plan saving $184 million, campus and systemwide layoffs and programmatic reductions saving $343 million,
and other systemwide savings, including debt restructuring, intended to save another $75 million.
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In addition to the above, over the course of 2010, the state will be deferring some payments to the University; $250
million due in July 2009 will be deferred until October 2009, and another $500 million will be deferred until the end
of 2010. Other deferrals are also possible. The University is exploring measures such as utilizing its taxable commercial
paper program for working capital purposes to mitigate the effect of the cash flow deferral.
The University remains highly competitive in attracting federal grants and contracts revenue, with fluctuations in the
awards received closely paralleling trends in the budgets of federal research granting agencies. Over two-thirds of
the University’s federal research revenue comes from two agencies, the Department of Health and Human Services,
primarily through the National Institutes of Health, and the National Science Foundation. Other agencies that figure
prominently in the University’s awards are the Department of Education, Department of Defense, the National
Aeronautics and Space Administration and the Department of Energy. While the federal government works through
its own financial constraints, there is a bipartisan effort underway to focus on innovation and competitiveness for the
nation. In addition, the University is in an excellent position to attract substantial additional research funding in 2010
from federal economic stimulus funds made available by the American Recovery and Reinvestment Act. The University
is a unique national resource for helping the nation address competitiveness and economic initiatives.
The University’s private support is a testament to its distinction as a leader in philanthropy among the nation’s colleges
and universities and the high regard in which its alumni, corporations, foundations and other supporters hold the
University. The level of private support underscores the continued confidence among donors in the quality of the
University’s programs and the importance of its mission. At the same time, private support in 2010 will likely continue to
reflect the changes in the economy and financial markets, the effect of which is not determinable at this time.
Additional, affordable and accessible student housing continues to be required in order to satisfy demand. Most campus
residence halls are occupied at design capacity. The University is responding to increased demand by building student
housing in the traditional manner, with housing fees set to generate sufficient revenue to cover direct and indirect
operating costs and debt service, and by seeking development opportunities for privately owned housing on University
campuses.
Currently, the University does not pre-fund retiree health benefits and provides for benefits on a pay-as-you-go basis.
Long-term strategic policy issues, such as pre-funding, will be considered in the future. If pre-funding occurs in the
future, UCRHBT will be the entity that holds the assets.
UCRP costs are funded by a combination of investment earnings, employee member and employer contributions. Since
1990, there have not been any University contributions to UCRP. In addition, since 1990, the required employee member
contributions to UCRP have been suspended. However, contributions are required to be made to the separate defined
contribution plan maintained by the University. Effective with the July 1, 2008 actuarial valuation, a new funding policy,
including a three-year amortization period for any initial surplus, was adopted for UCRP. The new funding policy
determines recommended total contributions based on UCRP’s Normal Cost adjusted for any surplus or underfunding,
starting in 2010. The University plans to implement a multi-year contribution strategy under which shared employer
and employee contribution rates will increase gradually over time. Currently, The Regents has authorized the initial
resumption of shared employer and employee contributions to UCRP beginning in April 2010. The State Budget Act for
2010 eliminated $20 million in new funding for retirement contributions. The University is evaluating its options and
will pursue restoration of this funding from the state.
The University’s medical centers have demonstrated very positive financial results, although they continue to face
financial and competitive challenges in their regional markets, along with the added costs and responsibilities related to
their function as academic institutions. The demand for health care services and the cost of providing them continue to
increase significantly. In addition to the rising costs of salaries, benefits and medical supplies faced by hospitals across the
state, along with the costs of maintaining and upgrading facilities, the University’s medical centers also face additional
costs associated with new technologies, biomedical research, the education and training of health care professionals
and the care for a disproportionate share of the medically underserved in California. Other than Medicare and MediCal (California’s Medicaid program), health insurance payments do not recognize the added cost of teaching in their
payment to academic medical centers. Over the last few years, Medicare margins have declined as a result of payment
reductions. Changes to the Medi-Cal program will likely limit or reduce the rates of payment growth to the medical
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centers in future years. Also, as a result of state legislation, the medical centers face capital requirements to ensure that
facilities can maintain uninterrupted operations following a major earthquake. While the state has provided additional
capital to meet these requirements, the level of support provided will not cover the full cost to the University. Other
sources of capital are required.
The continuing financial success of the medical centers is predicated on a multifaceted strategy, which includes
competing in commercial markets and offering high quality regional services. Positive results in commercial contracts
have helped address the lack of support for medical education and care for the poor. Further, the medical centers remain
competitive in their respective markets by reducing costs through improved efficiencies, making strategic investments
and by expanding their presence in the market through stronger links with other providers and payers. Payment
strategies must recognize the need to maintain an operating margin sufficient to cover debt, provide working capital,
purchase state-of-the-art equipment and invest in infrastructure and program expansion.
The University must have a balanced array of many categories of facilities to meet its education, research and public
service goals and continues to assess its long-term capital requirements. The support for the University’s capital program
will be provided from a combination of sources, including the state of California, external financing, gifts and other
sources.
The state’s financial circumstances have resulted in suspension of state general obligation and lease revenue bond
funding for approximately $613 million in capital projects for the University. The University is working with the state to
implement alternate financing strategies for some of these projects. There are also plans for additional capital projects
that are traditionally not considered to be state supportable. This is a continuing process that is amended, as required, to
include projects when gifts or other supplemental resources are obtained or financing plans are developed.
Additional budget information can be found at http://universityofcalifornia.edu/news/budget/welcome.html. Additional
information concerning state budget matters and the state’s financial condition may be found on the website of the State
of California Department of Finance at http://www.dof.ca.gov.

Cautionary Note Regarding Forward-Looking Statements
Certain information provided by the University, including written as outlined above or oral statements made by its
representatives, may contain forward-looking statements as defined in the Private Securities Litigation Reform Act of
1995. All statements, other than statements of historical facts, which address activities, events, or developments that the
University expects or anticipates will or may occur in the future contain forward-looking information.
In reviewing such information, it should be kept in mind that actual results may differ materially from those projected or
suggested in such forward-looking information. This forward-looking information is based upon various factors and was
derived using various assumptions. The University does not undertake to update forward-looking information contained
in this report or elsewhere to reflect actual results, changes in assumptions or changes in other factors affecting such
forward-looking information.
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REPORT OF INDEPENDENT AUDITORS

To The Regents of the University of California:
In our opinion, based upon our audits, the financial statements listed in the accompanying table of
contents on page 5, which collectively comprise the financial statements of the University of California
(the “University”), a component unit of the State of California, present fairly, in all material respects,
the respective financial position and plans’ and trust’s fiduciary net assets of the University, its
aggregate discretely presented component units, and the University of California Retirement System
(the “Plans”) and the University of California Retiree Health Benefit Trust (the “Trust”), respectively,
at June 30, 2009 and 2008, and the respective changes in financial position and cash flows of the
University and its component units, and the changes in the Plans’ and the Trust’s fiduciary net assets
for the years then ended in conformity with accounting principles generally accepted in the United
States of America. These financial statements are the responsibility of the University’s management.
Our responsibility is to express opinions on these financial statements based on our audits. We
conducted our audits of these statements in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinions.
As discussed in the significant accounting policies in the Notes to Financial Statements, the University
adopted Governmental Accounting Standards Board Statement No. 49, Accounting and Financial
Reporting for Pollution Remediation Obligations, as of July 1, 2008.
The Required Supplementary Information (“RSI”) on pages 115 through 116 is not a required part of
the financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the RSI. However, we did
not audit the information and express no opinion on it.

San Francisco, California
October 14, 2009
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UNIVERSITY OF CALIFORNIA
STATEMENTS OF NET ASSETS
AT JUNE 30, 2009 AND 2008 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA

2009

ASSETS
Cash and cash equivalents
Short-term investments
Investment of cash collateral
Investments held by trustees
Accounts receivable, net
Pledges receivable, net
Current portion of notes and mortgages receivable, net
Inventories
Department of Energy receivable
Other current assets
Current assets
Investments
Investment of cash collateral
Investments held by trustees
Pledges receivable, net
Notes and mortgages receivable, net
Department of Energy receivable
Capital assets, net
Other noncurrent assets
Noncurrent assets
Total assets
LIABILITIES
Accounts payable
Accrued salaries
Employee beneﬁts
Deferred revenue
Collateral held for securities lending
Commercial paper
Current portion of long-term debt
Funds held for others
Department of Energy laboratories’ liabilities
Other current liabilities
Current liabilities
Federal refundable loans
Self-insurance
Obligations under life income agreements
Long-term debt
Obligation to UCRP
Obligations for retiree health beneﬁts
Other noncurrent liabilities
Noncurrent liabilities
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Restricted:
Nonexpendable:
Endowments and gifts
Expendable:
Endowments and gifts
Other, including debt service, loans,
capital projects and appropriations
Unrestricted
Total net assets
See accompanying Notes to Financial Statements
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$

487,943
2,036,487
1,844,661
28,055
2,682,475
48,213
29,598
166,229
95,458
144,823
7,563,942
11,367,085
346,219
909,105
44,815
298,516
66,438
21,276,915
183,802
34,492,895
42,056,837

$

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

2008

2009

2008

108,016
4,068,848
2,096,106
55,345
2,426,507
55,759
32,206
157,920
82,552
133,328
9,216,587
10,759,175
1,121,617
735,104
50,399
287,107
31,494
19,593,214
188,104
32,766,214
41,982,801

$ 183,216
359,426
163,680

$ 150,660
346,492
210,224

6,506
131,352
16

12,343
88,942
32

4,024
848,220
3,165,196
25,363

2,370
811,063
3,812,419
69,453

270,419
486

331,803
502

19,284
3,480,748
4,328,968

21,523
4,235,700
5,046,763

1,332,914
705,354
195,385
968,686
3,233,514
550,000
546,461
270,118
66,374
839,289
8,708,095
212,715
449,347
31,074
8,928,521

3,200

8,087

189,064

279,677

130,917

92,584

19,197
342,378

24,539
404,887

142,740

156,911

13,532
156,272
498,650

14,134
171,045
575,932

2,453,465
704,526
212,667
960,688
2,199,262
665,525
466,905
200,856
83,212
840,441
8,787,547
219,662
434,924
28,359
9,857,040
68,696
2,377,128
407,818
13,393,627
22,181,174

1,118,754
406,596
11,147,007
19,855,102

10,822,512

10,034,663

947,035

952,502

1,866,833

1,915,829

4,243,073

5,340,738

1,951,656

2,527,896

314,530

452,346

3,548,513
$19,875,663

5,347,450
$ 22,127,699

11,829
$ 3,830,318

27,106
$ 4,470,831

UNIVERSITY OF CALIFORNIA
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
YEARS ENDED JUNE 30, 2009 AND 2008 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA

2009

OPERATING REVENUES
Student tuition and fees, net
Grants and contracts, net
Federal
State
Private
Local
Medical centers, net
Educational activities, net
Auxiliary enterprises, net
Department of Energy laboratories
Campus foundation private gifts
Other operating revenues, net
Total operating revenues
OPERATING EXPENSES
Salaries and wages
UCRP beneﬁts
Retiree health beneﬁts
Other employee beneﬁts
Scholarships and fellowships
Utilities
Supplies and materials
Depreciation and amortization
Department of Energy laboratories
Campus foundation grants
Other operating expenses
Total operating expenses
Operating loss

2008

$ 2,096,817

$ 1,921,918

2,982,797
508,774
1,016,687
199,326
5,496,077
1,460,168
1,143,962
667,983

2,910,560
492,076
912,409
199,821
4,917,235
1,375,961
1,122,295
1,048,580

495,457
16,068,048

558,044
15,458,899

9,822,533
69,138
1,501,937
1,818,301
451,263
309,842
2,210,319
1,197,404
661,863

9,359,064
2,622
1,355,362
1,684,330
427,588
298,440
2,101,594
1,093,620
1,039,330

2,799,176
20,841,776
(4,773,728)

2,793,086
20,155,036
(4,696,137)

2,415,416
161,128
664,103

2,974,575
163,794
733,966

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

2009

2008

$ 372,908
3,093
376,001

$ 533,548
2,942
536,490

444,730
13,496
458,226
(82,225)

527,572
12,084
539,656
(3,166)

2,001
61,754
(742,735)

1,833
76,008
(142,807)

NONOPERATING REVENUES (EXPENSES)
State educational appropriations
State ﬁnancing appropriations
Private gifts, net
Investment income:
Short Term Investment Pool and other, net
Endowment, net
Securities lending, net
Campus foundations
Net depreciation in fair value of investments
Interest expense
Loss on disposal of capital assets
Other nonoperating expenses, net
Net nonoperating revenues (expenses)
Loss before other changes in net assets

304,132
138,355
23,843

348,029
159,220
25,236

(1,278,281)
(355,882)
(26,513)
(3,209)
2,043,092
(2,730,636)

(191,887)
(400,369)
(15,803)
(9,252)
3,787,509
(908,628)

(33,712)
(712,692)
(794,917)

(11,740)
(76,706)
(79,872)

OTHER CHANGES IN NET ASSETS
State capital appropriations
Capital gifts and grants, net
Permanent endowments
Increase (decrease) in net assets

313,019
154,998
10,583
(2,252,036)

393,964
245,305
34,695
(234,664)

154,404
(640,513)

179,208
99,336

22,127,699
$19,875,663

22,362,363
$ 22,127,699

4,470,831
$ 3,830,318

4,371,495
$ 4,470,831

NET ASSETS
Beginning of year, as restated
End of year
See accompanying Notes to Financial Statements
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UNIVERSITY OF CALIFORNIA
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2009 AND 2008 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA

CASH FLOWS FROM OPERATING ACTIVITIES
Student tuition and fees
Grants and contracts
Medical centers
Educational activities
Auxiliary enterprises
Collection of loans from students and employees
Campus foundation private gifts
Payments to employees
Payments to suppliers and utilities
Payments for UCRP beneﬁts
Payments for retiree health beneﬁts
Payments for other employee beneﬁts
Payments for scholarships and fellowships
Loans issued to students and and employees
Payments to campuses and beneﬁciaries
Other receipts (payments)
Net cash provided (used) by operating activities

2009

2008

$ 2,101,915
4,792,250
5,441,705
1,456,141
1,135,646
46,649

$ 1,916,970
4,701,366
4,830,034
1,344,471
1,130,832
47,675

(9,790,445)
(5,232,710)
(2,371)
(244,387)
(1,840,797)
(450,360)
(54,394)

(8,882,119)
(5,020,301)
(22,204)
(234,413)
(1,737,407)
(427,558)
(61,421)

377,118
(2,264,040)

466,665
(1,947,410)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State educational appropriations
Gifts received for other than capital purposes:
Private gifts for endowment purposes
Other private gifts
Receipt of retiree health contributions from UCRP
Payment of retiree health contributions to UCRHBT
Receipts from UCRHBT
Payments for retiree health beneﬁts made on behalf of UCRHBT
Student direct lending receipts
Student direct lending payments
Other receipts (payments)
Net cash provided by noncapital ﬁnancing activities

3,217,312

2,981,254

10,338
660,890
14,512
(14,680)
232,460
(233,242)
601,227
(601,227)
(66,167)
3,821,423

32,480
702,648
16,952
(15,569)
209,363
(205,127)
508,169
(508,169)
(13,831)
3,708,170

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Commercial paper ﬁnancing:
Proceeds from issuance
Payments of principal
Interest paid
State capital appropriations
State ﬁnancing appropriations
Capital gifts and grants
Proceeds from debt issuance
Proceeds from the sale of capital assets
Purchase of capital assets
Reﬁnancing or prepayment of outstanding debt
Scheduled principal paid on debt and capital leases
Interest paid on debt and capital leases
Other receipts
Net cash used by capital and related ﬁnancing activities

891,647
(776,122)
(7,514)
296,683
7,317
100,762
1,429,379
1,454
(2,875,925)
(87,516)
(472,186)
(339,788)
31,348
(1,800,461)

527,807
(527,807)
(18,674)
394,026
3,392
176,540
1,684,326
9,057
(2,440,692)
(663,888)
(281,411)
(316,021)
(1,453,345)

66,382,974
(66,218,195)
458,226
623,005
379,927
108,016
$ 487,943

72,001,318
(72,889,296)
541,370
(346,608)
(39,193)
147,209
$ 108,016

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments
Purchase of investments
Investment income, net of investment expenses
Net cash provided (used) by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
See accompanying Notes to Financial Statements
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UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

2009

2008

$ 387,261

$ 550,625

(471,544)
(6,468)
(90,751)

(546,557)
8,191
12,259

147,920

160,528

(362)
147,558

2,832
163,360

526,138
(616,413)
66,024
(24,251)
32,556
150,660
$183,216

767,356
(1,030,345)
76,487
(186,502)
(10,883)
161,543
$ 150,660

UNIVERSITY OF CALIFORNIA
STATEMENTS OF CASH FLOWS (CONTINUED)
YEARS ENDED JUNE 30, 2009 AND 2008 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA

2009

RECONCILIATION OF OPERATING LOSS TO NET CASH USED BY OPERATING ACTIVITIES
Operating loss
$ (4,773,728)
Adjustments to reconcile operating loss to net cash used by operating activities:
Depreciation and amortization expense
1,197,404
Noncash gifts
Allowance for doubtful accounts
49,602
Loss on impairment of capital assets
Change in assets and liabilities:
Investments
Accounts receivable
(55,209)
Pledges receivable
Investments held by trustees
(31,849)
Inventories
(8,309)
Other assets
(11,847)
Accounts payable
474
Accrued salaries
(828)
Employee beneﬁts
40,838
Deferred revenue
3,928
Self-insurance
1,274
Obligations to life beneﬁciaries
Obligation to UCRP
68,696
Obligations for retiree health beneﬁts
1,258,374
Other liabilities
(2,860)
Net cash provided (used) by operating activities
$ (2,264,040)
SUPPLEMENTAL NONCASH ACTIVITIES INFORMATION
Capital assets acquired through capital leases
Capital assets acquired with a liability at year-end
Investments held by trustees
State ﬁnancing appropriations
Gifts of capital assets
Other noncash gifts
Gain (loss) on the disposal of capital assets
Debt service for, or reﬁnancing of, lease revenue bonds
Reﬁnancing of interim loans under lease-purchase agreements
Securities lending activity
Interest added to principal
Beneﬁcial interest in charitable remainder trust

$

87,853
93,164
(394)
153,593
28,954
17,563
(26,513)
(201,455)
(147,970)
(1,034,251)

2008

$ (4,696,137)

2009

2008

$ (82,225)

$ (3,166)

(6,520)
19,253

(17,839)
896

(743)
5,394
(346)

(754)
(6,687)
28,624

4,173
(5,290)

33,296
2,589

498

(22,000)

(20,444)

(12,862)

(4,501)
$ (90,751)

10,162
$ 12,259

$

303
29,389

$ 25,523
92,998

(51,860)
1,061
4,768

32,829
5,455
7,324

1,093,620
1,234
1,483

(462,274)
(34,190)
(14,666)
(16,982)
128,798
435,417
205,400
177,879
37,160

1,118,754
77,094
$ (1,947,410)

$

58,615
99,786
(18,707)
160,403
63,876
40,080
(15,803)
(166,751)
(206,106)
(1,320,440)

See accompanying Notes to Financial Statements
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UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM AND RETIREE HEALTH BENEFIT TRUST
STATEMENTS OF PLANS’ AND TRUST’S FIDUCIARY NET ASSETS
AT JUNE 30, 2009 AND 2008 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM
(UCRS)

2009

ASSETS
Investments
Participants’ interest in mutual funds
Investment of cash collateral
Participant 403(b) loans
Accounts receivable:
Contributions from University and aﬃliates
Investment income
Securities sales and other
Prepaid insurance premiums
Total assets
LIABILITIES
Payable to University
Payable for securities purchased
Member withdrawals, refunds and other payables
Collateral held for securities lending
Total liabilities
NET ASSETS HELD IN TRUST
Members’ deﬁned beneﬁt plan beneﬁts
Participants’ deﬁned contribution plan beneﬁts
Retiree health beneﬁts
Total net assets held in trust
See accompanying Notes to Financial Statements
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2008

UNIVERSITY OF CALIFORNIA
RETIREE HEALTH
BENEFIT TRUST
(UCRHBT)

2009

2008

TOTAL UCRS AND UCRHBT

2009

2008

$ 42,352,723
2,923,695
10,350,285
107,192

$ 52,532,169
3,772,901
12,162,072
96,790

$ 38,384

$ 19,773

$ 42,391,107
2,923,695
10,350,285
107,192

$ 52,551,942
3,772,901
12,162,072
96,790

59,449
113,586
683,085

67,394
150,615
574,373

14,671

56,590,015

69,356,314

15,994
18
4,632
17,403
76,431

3,500
15,464
53,408

75,443
113,604
687,717
17,403
56,666,446

82,065
150,615
577,873
15,464
69,409,722

2,061

2,604

1,213,209
191,091
10,387,181
11,791,481

771,217
177,701
12,223,854
13,172,772

2,061

2,604

2,061
1,213,209
191,091
10,387,181
11,793,542

2,604
771,217
177,701
12,223,854
13,175,376

32,315,482
12,483,052

42,099,498
14,084,044
50,804
$50,804

32,315,482
12,483,052
74,370
$ 44,872,904

42,099,498
14,084,044
50,804
$56,234,346

$ 44,798,534

$56,183,542

74,370
$ 74,370

UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM AND RETIREE HEALTH BENEFIT TRUST
STATEMENTS OF CHANGES IN PLANS’ AND TRUST’S FIDUCIARY NET ASSETS
AT JUNE 30, 2009 AND 2008 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM
(UCRS)

2009

ADDITIONS (REDUCTIONS)
Contributions:
Members and employees
Retirees
University
Total contributions
Investment income (expense), net:
Net depreciation in fair value of investments
Interest, dividends and other investment income
Securities lending income
Securities lending fees and rebates
Total investment income (expense), net
Interest income from contributions receivable
Total additions (reductions)
DEDUCTIONS
Beneﬁt payments:
Retirement payments
Member withdrawals
Cost-of-living adjustments
Lump sum cashouts
Preretirement surivor payments
Disability payments
Death payments
Participant withdrawals
Total beneﬁt payments

$

920,940

2008

8,044
928,984

10,894
1,037,898

(11,324,769)
1,395,099
217,438
(105,682)
(9,817,914)
5,246
(8,883,684)

(4,979,955)
1,784,761
685,910
(588,787)
(3,098,071)
5,700
(2,054,473)

1,287,572
78,794
235,134
156,572
33,487
35,984
6,462
630,889
2,464,894

1,195,414
96,690
213,478
312,489
32,315
36,098
7,309
910,365
2,804,158

NET ASSETS HELD IN TRUST
Beginning of year
End of year

34,911
1,519
36,430

2009

TOTAL UCRS AND UCRHBT

2008

$ 1,027,004

Insurance premiums:
Insured plans
Self-insured plans
Medicare Part B reimbursements
Total insurance premiums, net
Expenses:
Plan administration
Other
Total expenses
Transfer of assets to LLNS’ deﬁned beneﬁt plan
Total deductions
Increase (decrease) in net assets held in trust

UNIVERSITY OF CALIFORNIA
RETIREE HEALTH
BENEFIT TRUST
(UCRHBT)

2009

$
$ 15,895
235,115
251,010

$ 16,952
226,192
243,144

528

691

528

691

251,538

243,835

2008

920,940
15,895
243,159
1,179,994

$ 1,027,004
16,952
237,086
1,281,042

(11,324,769)
1,395,627
217,438
(105,682)
(9,817,386)
5,246
(8,632,146)

(4,979,955)
1,785,452
685,910
(588,787)
(3,097,380)
5,700
(1,810,638)

1,287,572
78,794
235,134
156,572
33,487
35,984
6,462
630,889
2,464,894

1,195,414
96,690
213,478
312,489
32,315
36,098
7,309
910,365
2,804,158

177,246
26,510
22,211
225,967

151,189
22,898
17,105
191,192

177,246
26,510
22,211
225,967

151,189
22,898
17,105
191,192

2,005

1,839

2,005

1,839

36,916
1,519
38,435

2,501,324
(11,385,008)

34,384
1,211
35,595
1,567,209
4,406,962
(6,461,435)

227,972
23,566

193,031
50,804

2,729,296
(11,361,442)

36,223
1,211
37,434
1,567,209
4,599,993
(6,410,631)

56,183,542
$ 44,798,534

62,644,977
$56,183,542

50,804
$ 74,370

$ 50,804

56,234,346
$ 44,872,904

62,644,977
$56,234,346

See accompanying Notes to Financial Statements
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University of California

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2009 AND 2008

ORGANIZATION
The University of California (the University) was founded in 1868 as a public, state-supported institution. The California
State Constitution provides that the University shall be a public trust administered by the corporation, “The Regents
of the University of California,” which is vested with full powers of organization and government, subject only to such
legislative control necessary to ensure the security of its funds and compliance with certain statutory and administrative
requirements. The majority of the 26-member independent governing board (The Regents) is appointed by the
Governor and approved by the State Senate. Various University programs and capital outlay projects are funded through
appropriations from the state’s annual Budget Act. The University’s financial statements are discretely presented in the
state’s general purpose financial statements as a component unit.

FINANCIAL REPORTING ENTITY AND SIGNIFICANT ACCOUNTING POLICIES
Financial Reporting Entity
The University’s financial statements include the accounts of ten campuses, five medical centers, a statewide agricultural
extension program and the operations of most student government or associated student organizations as part of the
primary financial reporting entity because The Regents has certain fiduciary responsibility for these organizations. In
addition, the financial position and operating results of certain other legally separate organizations are included in the
University’s financial reporting entity on a blended basis if The Regents is determined to be financially accountable for
the organization. Organizations that are not significant or financially accountable to the University, such as booster
and alumni organizations, are not included in the reporting entity. However, cash invested with the University by these
organizations, along with the related liability, is included in the statement of net assets. The statement of revenues,
expenses and changes in net assets excludes the activities associated with these organizations.
The University has ten legally separate, tax-exempt, affiliated campus foundations. The combined financial statements
of the University of California campus foundations (campus foundations) are presented discretely in the University’s
financial statements because of the nature and significance of their relationship with the University, including their
ongoing financial support of the University. Campus foundations may invest all or a portion of their investments in
University-managed investment pools. Securities in these investment pools are included in the University’s securities
lending program. Accordingly, the campus foundations’ investments in University-managed investment pools and their
allocated share of the securities lending activities have been excluded from the University’s financial statements and
displayed in the campus foundations’ column.
Specific assets and liabilities and all revenues and expenses associated with the Lawrence Berkeley National Laboratory
(LBNL)—a major United States Department of Energy (DOE) national laboratory operated and managed by the
University under contract directly with the DOE—are included in the financial statements. In addition, prior to
October 1, 2007, specific assets and liabilities and all revenues and expenses associated with the Lawrence Livermore
National Laboratory (LLNL)—another major DOE national laboratory operated and managed by the University under
contract directly with the DOE through September 30, 2007—are also included in the financial statements.
The Regents has fiduciary responsibility for the University of California Retirement System (UCRS) that includes two
defined benefit plans, the University of California Retirement Plan (UCRP) and the University of California Public
Employees’ Retirement System (PERS) Voluntary Early Retirement Incentive Plan (PERS–VERIP), and four defined
contribution plans in the University of California Retirement Savings Program (UCRSP), consisting of the Defined
Contribution Plan (DC Plan), the Supplemental Defined Contribution Plan (SDC Plan), the Tax Deferred 403(b)
Plan (403(b) Plan) and the 457(b) Deferred Compensation Plan (457(b) Plan). As a result, the UCRS statements of
plans’ fiduciary net assets and changes in plans’ fiduciary net assets are shown separately in the University’s financial
statements.
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The Regents also has fiduciary responsibility for the University of California Retiree Health Benefit Trust (UCRHBT).
The UCRHBT statements of trust’s fiduciary net assets and changes in trust’s fiduciary net assets are shown separately in
the University’s financial statements. UCRHBT allows certain University locations and affiliates—primarily campuses
and medical centers—that share the risks, rewards and costs of providing for retiree health benefits to fund such benefits
on a cost-sharing basis and accumulate funds on a tax-exempt basis under an arrangement segregated from University
assets. The Regents serves as Trustee of UCRHBT and has the authority to amend or terminate the Trust.

Signiﬁcant Accounting Policies
The financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America, including all applicable effective statements of the Governmental Accounting Standards Board
(GASB) and all statements of the Financial Accounting Standards Board issued through November 30, 1989, using the
economic resources measurement focus and the accrual basis of accounting.
GASB Statement No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations, was adopted by the
University during the year ended June 30, 2009. Statement No. 49 establishes criteria to ascertain whether certain events
result in a requirement for the University to estimate the components of any expected pollution remediation costs and
determine whether these costs should be accrued as a liability. The costs were estimated using the expected cash flow
technique, which measures the liability as the sum of probability-weighted amounts in a range of possible estimated
amounts. Previously, pollution remediation costs were accrued only if they were both probable of occurring and could be
reasonably estimated.
In accordance with Statement No. 49 retrospective application is required. The cumulative effect of the accounting
change described above to establish the initial $41.8 million liability was recorded as an adjustment to the July 1, 2007
net assets as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
JULY 1, 2007 NET ASSETS
AS PREVIOUSLY
REPORTED

Invested in capital assets, net of related debt
Restricted:
Nonexpendable:
Endowments and gifts
Expendable:
Endowments and gifts
Other, including debt service, loans,
capital projects and appropriations
Unrestricted
Total net assets

EFFECT OF ADOPTION
OF STATEMENT NO. 49

AS RESTATED

$ 9,101,981

$ 9,101,981

920,329

920,329

5,457,743

5,457,743

397,698
6,526,429
$ 22,404,180

$ (41,817)
$ (41,817)

397,698
6,484,612
$ 22,362,363
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The University also restated the 2008 financial statements for purposes of presenting comparative information for the
year ended June 30, 2009. The effect of the changes from the adoption of Statement No. 49 on the University’s financial
statements for the year ended June 30, 2008 was to reduce the liability from $41.8 million at June 30, 2007 to $33.1
million at June 30, 2008 as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
YEAR ENDED JUNE 30, 2008

Statement of Net Assets
Other current liabilities
Current liabilities
Other noncurrent liabilities
Noncurrent liabilities
Total liabilities
Unrestricted net assets
Total net assets
Statement of Revenues, Expenses and Changes in Net Assets
Other operating expenses
Total operating expenses
Operating loss
Loss before other changes in net assets
Decrease in net assets
Statement of Cash Flows
Operating loss
Changes in assets and liabilities:
Other liabilities

AS PREVIOUSLY
REPORTED

EFFECT OF ADOPTION
OF STATEMENT NO. 49

$ 838,953
8,707,759
373,846
11,114,257
19,822,016
5,380,536
22,160,785

$

AS RESTATED

336
336
32,750
32,750
33,086
(33,086)
(33,086)

$ 839,289
8,708,095
406,596
11,147,007
19,855,102
5,347,450
22,127,699

2,801,817
20,163,767
(4,704,868)
(917,359)
(243,395)

(8,731)
(8,731)
8,731
8,731
8,731

2,793,086
20,155,036
(4,696,137)
(908,628)
(234,664)

(4,704,868)

8,731

(4,696,137)

85,825

(8,731)

77,094

The adoption of Statement No. 49 did not result in any adjustments to the financial statements of the campus
foundations, UCRS or UCRHBT.
The significant accounting policies of the University are as follows:
Cash and cash equivalents. The University and campus foundations consider all balances in demand deposit accounts
to be cash. The University classifies all other highly liquid cash equivalents as short-term investments. Certain campus
foundations classify their deposits in the University’s Short Term Investment Pool as a cash equivalent.
Investments. Investments are recorded at fair value. Securities, including derivative investments, are generally valued at
the last sale price on the last business day of the fiscal year, as quoted on a recognized exchange or an industry standard
pricing service, when available. Securities for which no sale was reported as of the close of the last business day of
the fiscal year are valued at the quoted bid price of a dealer who regularly trades in the security being valued. Certain
securities may be valued on a basis of a price provided by a single source.
As a result of inactive or illiquid markets, investments in non-agency mortgage-backed fixed income securities are valued
on the basis of their estimated future principal and interest payments using appropriate risk-adjusted discount rates. The
University believes this approximates the fair value of these investments.
Investments also include private equities, absolute return funds and real estate. Private equities include venture capital
partnerships, buyout and international funds. Interests in private equity and real estate partnerships are based upon
valuations provided by the general partners of the respective partnerships as of March 31, adjusted for cash receipts, cash
disbursements and securities distributions through June 30. Investments in absolute return partnerships are valued as
of May 31, adjusted for cash receipts and cash disbursements through June 30. Interests in certain direct investments in
real estate are estimated based upon independent appraisals. The University believes the carrying amount of these financial
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instruments and real estate is a reasonable estimate of fair value at June 30. Because the private equity, real estate and
absolute return partnerships, along with direct investments in real estate, are not readily marketable, their estimated
value is subject to uncertainty and, therefore, may differ significantly from the value that would be used had a ready
market for such investments existed.
Investments in registered investment companies are valued based upon the reported net asset value of those companies.
Mortgage loans, held as investments, are valued on the basis of their future principal and interest payments, discounted
at prevailing interest rates for similar instruments. Insurance contracts are valued at contract value, plus reinvested
interest, which approximates fair value. Estimates of the fair value of interests in externally held irrevocable trusts where
the University is the beneficiary of either the income or the remainder that will not become a permanent endowment
upon distribution to the University are based upon the present value of the expected future income or, if available, the
University’s proportional interest in the fair value of the trust assets.
Investments denominated in foreign currencies are translated into U.S. dollar equivalents using year-end spot foreign
currency exchange rates. Purchases and sales of investments and their related income are translated at the rate of
exchange on the respective transaction dates. Realized and unrealized gains and losses resulting from foreign currency
changes are included in the University’s statement of revenues, expenses and changes in net assets.
Investment transactions are recorded on the date the securities are purchased or sold (trade date). Realized gains or
losses are recorded as the difference between the proceeds from the sale and the average cost of the investment sold.
Dividend income is recorded on the ex-dividend date and interest income is accrued as earned. Gifts of securities are
recorded based on fair value at the date of donation.
Participants’ interest in mutual funds. Participants in the University’s defined contribution retirement plans may invest
their account balances in funds managed by the University’s Chief Investment Officer or in certain mutual funds.
Accounts receivable, net. Accounts receivable, net of allowance for uncollectible amounts, includes reimbursements
due from state and federal sponsors of externally funded research, patient billings, accrued income on investments and
other receivables. Other receivables include local government and private grants and contracts, educational activities and
amounts due from students, employees and faculty for services.
Pledges receivable, net. Unconditional pledges of private gifts to the University or to the campus foundations in the
future, net of allowance for uncollectible amounts, are recorded as pledges receivable and revenue in the year promised
at the present value of expected cash flows. Conditional pledges, including all pledges of endowments and intentions to
pledge, are recognized as receivables and revenues when the specified conditions are met.
Notes and mortgages receivable, net. Loans to students, net of allowance for uncollectible amounts, are provided from
federal student loan programs and from other University sources. Home mortgage loans, primarily to faculty, are
provided from the University’s Short Term Investment Pool and from other University sources. Mortgage loans provided
by the Short Term Investment Pool are classified as investments and loans provided by other sources are classified as
mortgages receivable in the statement of net assets.
Inventories. Inventories, consisting primarily of supplies and merchandise for resale, are valued at cost, typically
determined under the weighted average method, which is not in excess of net realizable value.
DOE national laboratories. The University operates and manages LBNL under a contract directly with the DOE. Specific
assets and liabilities and all revenues and expenses associated with LBNL are included in the financial statements. Other
assets, such as cash, property and equipment and other liabilities of LBNL are owned by the United States government
rather than the University and, therefore, are not included in the statement of net assets. The statement of cash flows
excludes the cash flows associated with LBNL other than reimbursements, primarily related to pension and health
benefits, since all other cash transactions are recorded in bank accounts owned by the DOE.
The University is a member in two separate joint ventures, Los Alamos National Security, LLC (LANS) and Lawrence
Livermore National Security, LLC (LLNS) that operate and manage two other DOE laboratories. LANS, effective in 2006,
and LLNS, effective as of October 1, 2007, operate and manage Los Alamos National Laboratory (LANL) and LLNL,
respectively, under contracts directly with the DOE.
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The University has an ongoing financial interest and financial responsibility in these separate entities, along with the
other members, and the organizations are jointly controlled by the University and another member. The assets and
liabilities and revenues and expenses of these joint ventures are not included in the University’s financial statements.
The University’s investment in LANS and LLNS is accounted for using the equity method. Accordingly, subsequent to
the applicable effective dates of the transition of laboratory management to LANS and LLNS, the University’s statement
of net assets includes its equity interest in LANS and LLNS, adjusted for the equity in undistributed earnings or losses
and the statement of revenues, expenses and changes in net assets includes its equity in the current earnings or losses of
LANS and LLNS.
The DOE is financially responsible for substantially all of the current and future costs incurred at any of the national
laboratories, including pension and retiree health benefit costs. Accordingly, to the extent there is a liability on the
University’s statement of net assets for pension or retiree health obligations related to these laboratories, the University
records a receivable from the DOE. The University’s statement of cash flows includes the cash flows related to DOE
reimbursements for pension and/or health benefits attributable to any of these laboratories.
Capital assets. Land, infrastructure, buildings and improvements, equipment, libraries and collections and special
collections are recorded at cost at the date of acquisition, or estimated fair value at the date of donation in the case of
gifts. Estimates of fair value involve assumptions and estimation methods that are uncertain and, therefore, the estimates
could differ from actual results. Capital leases are recorded at the present value of future minimum lease payments.
Significant additions, replacements, major repairs and renovations to infrastructure and buildings are generally
capitalized if the cost exceeds $35,000 and if they have a useful life of more than one year. Minor renovations are charged
to operations. Equipment with a cost in excess of $5,000 and a useful life of more than one year is capitalized. All costs of
land, library collections and special collections are capitalized.
Depreciation is calculated using the straight-line method over the estimated economic life of the asset. Leasehold
improvements are amortized using the straight-line method over the shorter of the life of the applicable lease or the
economic life of the asset.
Estimated economic lives are generally as follows:
Infrastructure
Buildings and improvements
Equipment
Computer software
Library books and materials

25 years
15–33 years
2–20 years
3–7 years
15 years

Capital assets acquired through federal grants and contracts where the federal government retains a reversionary interest
are also capitalized and depreciated.
Inexhaustible capital assets, such as land or special collections that are protected, preserved and held for public
exhibition, education or research, including art, museum, scientific and rare book collections, are not depreciated.
Interest on borrowings to finance facilities is capitalized during construction, net of any investment income earned
during the temporary investment of project-related borrowings.
Deferred revenue. Deferred revenue primarily includes amounts received from grant and contract sponsors that have not
been earned under the terms of the agreement and other revenue billed in advance of the event, such as student tuition
and fees and fees for housing and dining services.
Funds held for others. Funds held for others result from the University or the campus foundations acting as an agent,
or fiduciary, on behalf of organizations that are not significant or financially accountable to the University or campus
foundations.
Federal refundable loans. Certain loans to students are administered by the University with funding primarily supported
by the federal government. The University’s statement of net assets includes both the notes receivable and the related
federal refundable loan liability representing federal capital contributions owed upon termination of the program.
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Obligations under life income agreements. Obligations under life income agreements represent actuarially-determined
liabilities under gift annuity and life income contracts.
Pollution remediation obligations. Upon an obligating event, the University estimates the components of any expected
pollution remediation costs and recoveries from third parties. The costs, estimated using the expected cash flow
technique, are generally accrued as a liability.
Net assets. Net assets are required to be classified for accounting and reporting purposes into the following categories:
Invested in capital assets, net of related debt. This category includes all of the University’s capital assets, net of
accumulated depreciation, reduced by outstanding debt attributable to the acquisition, construction or improvement
of those assets.
Restricted. The University and campus foundations classify net assets resulting from transactions with purpose
restrictions as restricted net assets until the specific resources are used for the required purpose or for as long as the
provider requires the resources to remain intact.
Nonexpendable. Net assets subject to externally-imposed restrictions, which must be retained in perpetuity by
the University or the campus foundations, are classified as nonexpendable net assets. Such assets include the
University and campus foundation permanent endowment funds.
Expendable. Net assets whose use by the University or the campus foundations is subject to externallyimposed restrictions that can be fulfilled by actions of the University or campus foundations pursuant to those
restrictions or that expire by the passage of time are classified as expendable net assets.
Unrestricted. Net assets that are neither restricted nor invested in capital assets, net of related debt, are classified
as unrestricted net assets. The University’s unrestricted net assets may be designated for specific purposes by
management or The Regents. The campus foundations’ unrestricted net assets may be designated for specific
purposes by their Boards of Trustees. Substantially all of the University’s unrestricted net assets are allocated for
academic and research initiatives or programs, for capital programs or for other purposes.
Expenses are charged to either restricted or unrestricted net assets based upon a variety of factors, including
consideration of prior and future revenue sources, the type of expense incurred, the University’s budgetary policies
surrounding the various revenue sources or whether the expense is a recurring cost.
Revenues and expenses. Operating revenues of the University include receipts from student tuition and fees, grants and
contracts for specific operating activities and sales and services from medical centers, educational activities and auxiliary
enterprises. Operating expenses incurred in conducting the programs and services of the University are presented in
the statement of revenues, expenses and changes in net assets as operating activities. The University’s equity in current
earnings or losses of LANS and LLNS is also an operating transaction.
Certain significant revenues relied upon and budgeted for fundamental operational support of the core instructional
mission of the University are mandated by the GASB to be recorded as nonoperating revenues, including state
educational appropriations, private gifts and investment income, since the GASB does not consider them to be related to
the principal operating activities of the University.
Campus foundations are established to financially support the University. Private gifts to campus foundations are
recognized as operating revenues since, in contrast to the University, such contributions are fundamental to the core
mission of the campus foundations. Foundation grants to the University are recognized as operating expenses. Private
gift or capital gift revenues associated with campus foundation grants to the University are recorded by the University as
the gifts are made.
Nonoperating revenues and expenses include state educational appropriations, state financing appropriations, private
gifts for other than capital purposes, investment income, net unrealized appreciation or depreciation in the fair value of
investments, interest expense and gain or loss on the disposal of capital assets.
State capital appropriations, capital gifts and grants and gifts for endowment purposes are classified as other changes in
net assets.
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Student tuition and fees. Substantially all of the student tuition and fees provide for current operations of the University.
A small portion of the student fees, reported as capital gifts and grants, is required for debt service associated with
student union and recreational centers. Certain waivers of student tuition and fees considered to be scholarship
allowances are recorded as an offset to revenue.
State appropriations. The state of California provides appropriations to the University on an annual basis. State
educational appropriations are recognized as nonoperating revenue; however, the related expenses are incurred to
support either educational operations or other specific operating purposes. State financing appropriations provide for
principal and interest payments associated with lease-purchase agreements with the State Public Works Board and are
also reported as nonoperating revenue. State appropriations for capital projects are recorded as revenue under other
changes in net assets when the related expenditures are incurred. Special state appropriations for AIDS, tobacco and
breast cancer research are reported as grant operating revenue.
Subsequent to June 30, 2009, the state of California finalized their State Budget Act that required reversion to the state
of a portion of the University’s 2009 state educational appropriations for the year ended June 30, 2009. The University’s
statement of net assets as of June 30, 2009 includes a liability to the state totaling $795.0 million, primarily a result of
$715.5 million of state educational appropriation reversions.
Grant and contract revenue. The University receives grant and contract revenue from governmental and private sources.
The University recognizes revenue associated with the direct costs of sponsored programs as the related expenditures
are incurred. Recovery of facilities and administrative costs of federally-sponsored programs is at cost reimbursement
rates negotiated with the University’s federal cognizant agency, the U.S. Department of Health and Human Services. For
the year ended June 30, 2009, the facilities and administrative cost recovery totaled $824.9 million, $621.6 million from
federally-sponsored programs and $203.3 million from other sponsors. For the year ended June 30, 2008, the facilities
and administrative cost recovery totaled $778.6 million, $602.4 million from federally-sponsored programs and $176.2
million from other sponsors.
Medical center revenue. Medical center revenue is reported at the estimated net realizable amounts from patients and
third-party payors, including Medicare, Medi-Cal and others for services rendered, as well as estimated retroactive
adjustments under reimbursement agreements with third-party payors. Laws and regulations governing Medicare
and Medi-Cal are complex and subject to interpretation. Retroactive adjustments are accrued on an estimated basis
in the period the related services are rendered and adjusted in future periods as final settlements are determined. It is
reasonably possible that estimated amounts accrued could change significantly based upon settlement, or as additional
information becomes available.
Scholarship allowances. The University recognizes scholarship allowances, including both financial aid and fee waivers,
as the difference between the stated charge for tuition and fees, housing and dining charges, recreational center fees, etc.,
and the amount that is paid by the student, as well as third parties making payments on behalf of the student. Payments
of financial aid made directly to students are classified as scholarship and fellowship expenses.
Scholarship allowances in the following amounts are recorded as an offset to the following revenues for the years ended
June 30, 2009 and 2008:
(in thousands of dollars)

Student tuition and fees
Auxiliary enterprises
Other operating revenues
Scholarship allowances

2009

2008

$ 565,785
142,143
7,078
$ 715,006

$ 506,582
127,382
7,349
$ 641,313

UCRP benefits and obligation to UCRP. The University’s cost for campus and medical center UCRP benefits expense
is based upon the annual required contribution to UCRP, as actuarially determined. Campus and medical center
contributions toward UCRP benefits, at rates determined by the University, are made to UCRP and reduce the
University’s obligation to UCRP in the statement of net assets.
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Both current employees and retirees at LBNL participate in UCRP. Current employees at both LANL and LLNL are no
longer accruing benefits in UCRP. However, UCRP retains the obligation for retirees and terminated vested members at
these locations as of the date these contracts were terminated. The annual required contribution for the combined DOE
laboratories is actuarially determined, independently from the campuses and medical centers, and included with the
DOE laboratory expense in the statement of revenues, expenses and changes in net assets.
The University makes contributions to UCRP in behalf of LBNL employees and is reimbursed by the DOE, based upon
rates that are identical to those authorized by The Regents for campus and medical center employees. The University also
makes contributions to UCRP in behalf of LANL and LLNL retirees and terminated vested members, whose benefits
were retained in UCRP, based upon a contractual arrangement with the DOE that incorporates a formula targeted
to maintain the LANL and LLNL segments within UCRP for these retirees and terminated vested members at a 100
percent funded level. These contributions reduce the University’s obligation to UCRP in the statement of net assets.
These University contributions are also reimbursed by the DOE. The reimbursement from the DOE is included as DOE
laboratory revenue in the statement of revenues, expenses and changes in net assets.
The University records a receivable from the DOE for the portion of the University’s obligation to UCRP attributable to
the DOE laboratories.
Campus and medical center contributions to UCRP, University contributions to UCRP in behalf of the DOE national
laboratories, and the corresponding reimbursements from the DOE are operating activities in the statement of cash
flows.
Retiree health benefits and obligations for retiree health benefits. The University’s cost for campus and medical center
retiree health benefits expense is based upon the annual required contribution to the retiree health plan, as actuarially
determined. Campus and medical center contributions toward retiree health benefits, at rates determined by the
University, are made to UCRHBT and reduce the obligation for retiree health benefits in the statement of net assets.
LBNL participates in the University’s retiree health plans. The annual required contribution for LBNL is actuarially
determined independently from the University’s campuses and medical centers, and included with the DOE laboratory
expense in the statement of revenues, expenses and changes in net assets. The University directly pays health care
insurers and administrators amounts currently due under the University’s retiree health benefit plans for retirees who
previously worked at LBNL, and is reimbursed by the DOE. These contributions, in the form of direct payments, also
reduce the University’s obligation for retiree health benefits in the statement of net assets. The reimbursement from the
DOE is included as DOE laboratory revenue in the statement of revenues, expenses and changes in net assets.
The University records a receivable from the DOE for the DOE’s portion of the University’s obligation for retiree health
benefits attributable to LBNL. The University does not have any obligation for LANL or LLNL retiree health benefit costs
since they do not participate in the University’s retiree health plans.
Campus and medical center contributions toward retiree health costs made to UCRHBT, the University’s LBNL-related
payments made directly to health care insurers and administrators and the corresponding reimbursements from the
DOE are operating activities in the statement of cash flows. Cash flows resulting from retiree health contributions from
retirees are shown as noncapital financing activities in the statement of cash flows.
University of California Retiree Health Benefit Trust. UCRHBT receives the University’s contributions toward
retiree health benefits from campuses, medical centers and University affiliates. The University receives retiree health
contributions from University affiliates and campus and medical center retirees that are deducted from their UCRP
benefit payments. The University also remits these retiree contributions to UCRHBT.
The University acts as a third-party administrator on behalf of UCRHBT and pays health care insurers and
administrators amounts currently due under the University’s retiree health benefit plans for retirees who previously
worked at a campus or medical center. UCRHBT reimburses the University for these amounts.
LBNL does not participate in UCRHBT; therefore, the DOE has no interest in the Trust’s assets.
Compensated absences. The University accrues annual leave, including employer-related costs, for employees at rates
based upon length of service and job classification and compensatory time based upon job classification and hours
worked.
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Endowment spending. Under provisions of California law, the Uniform Prudent Management of Institutional Funds Act
allows for investment income, as well as a portion of realized and unrealized gains, to be expended for the operational
requirements of University programs.
Interest rate swap agreements. The University has entered into interest rate swap agreements to limit the exposure of
its variable rate debt to changes in market interest rates. Interest rate swap agreements involve the exchange with a
counterparty of fixed and variable rate interest payments periodically over the life of the agreement without exchange of
the underlying notional principal amounts. The net differential to be paid or received is recognized over the life of the
agreements as an adjustment to interest expense. The University’s counterparties are major financial institutions.
In accordance with GASB standards, the fair value of the interest rate swap agreements is not reported in the University’s
statement of net assets and changes in fair value are not recognized in the statement of revenues, expenses and changes in
net assets.
Tax exemption. The University and the campus foundations are qualified as tax-exempt organizations under the
provisions of Section 501(c)(3) of the Internal Revenue Code and are exempt from federal and state income taxes on
related income. UCRS plans are qualified under Section 401(a) and the related trusts are tax exempt under Section
501(a) of the Internal Revenue Code. UCRHBT is tax-exempt under Section 115 of the Internal Revenue Code.
Use of estimates. The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenditures during the reporting period. Although management believes
the estimates and assumptions are reasonable, they are based upon information available at the time the estimate or
judgment is made and actual amounts could differ from those estimates.
Comparative information. In connection with the preparation of the June 30, 2009 statement of revenues, expenses
and changes in net assets, the University concluded that internal departmental recharges associated with utility costs
in 2008 should have been credited against utilities expense rather than other operating expenses. As a result, revisions
in classification have been made in the June 30, 2008 financial statements to reduce utilities expense and increase other
operating expenses by $93.5 million.
The effect on prior period financial statements was not material. However, management elected to make the revisions
to the 2008 presentation to conform to the 2009 presentation. This revision in classification to the University’s 2008
financial statements had no effect on previously reported operating revenues, operating expenses or decrease in net
assets; total assets, liabilities and net assets; or net decrease in cash.
New accounting pronouncements. In June 2007, the GASB issued Statement No. 51, Accounting and Financial Reporting
for Intangible Assets, effective for the University’s fiscal year beginning July 1, 2009. This Statement requires capitalization
of identifiable intangible assets in the statement of net assets and provides guidance for amortization of intangible assets
unless they are considered to have an indefinite useful life.
The University is evaluating the effect that Statement No. 51 will have on its financial statements.
In June 2008, the GASB issued Statement No. 53, Accounting and Financial Reporting for Derivative Instruments,
also effective for the University’s fiscal year beginning July 1, 2009. This Statement requires the University to report
its derivative instruments at fair value. Changes in fair value for effective hedges that are achieved with derivative
instruments are to be reported as deferrals in the statement of net assets. Derivative instruments that either do not meet
the criteria for an effective hedge or are associated with investments that are already reported at fair value are to be
classified as investment derivative instruments. Changes in fair value of those derivative instruments are to be reported
as net appreciation or depreciation in the fair value of investments.
The University has determined that the interest rate swaps entered into in conjunction with certain Medical Center
Pooled Revenue Bonds are derivative instruments that meet the criteria for an effective hedge and is continuing to
evaluate the effect that Statement No. 53 will have on its financial statements with respect to securities in investment
portfolios that may be derivative instruments.
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1. CASH AND CASH EQUIVALENTS
The University maintains centralized management for substantially all of its cash. Accounts are authorized at financial
institutions that maintain a minimum credit quality rating of A from an independent bond rating agency. Cash in
demand deposit accounts is minimized by sweeping available cash balances into investment accounts on a daily basis.
At June 30, 2009 and 2008, the carrying amount of the University’s demand deposits, generally held in four nationally
recognized banking institutions, was $487.9 million and $108.0 million, respectively, compared to bank balances
of $463.8 million and $72.2 million, respectively. Deposits in transit and cash awaiting investment are the primary
differences.
Bank balances of $447.8 million in 2009 are insured by the Federal Deposit Insurance Corporation (FDIC). Under
the FDIC’s Transaction Account Guarantee Program (TAGP) adopted in November 2008, the FDIC fully insures the
University’s bank balances. The TAGP is currently effective through December 31, 2009. If the TAGP is not extended at
that time, the FDIC insures the uncollateralized bank balances for $1.0 million at the University’s four major nationally
recognized banking institutions, in addition to the FDIC insurance provided at the University’s remaining banking
institutions that have less significant bank balances.
The University does not have a significant exposure to foreign currency risk in demand deposit accounts. Accounts held
in foreign countries maintain minimum operating balances with the intent to reduce potential foreign exchange risk
while providing an adequate level of liquidity to meet the obligations of the academic programs established abroad. The
equivalent U.S. dollar balances required to support research groups and education abroad programs in foreign countries
were $2.2 million and $3.7 million at June 30, 2009 and 2008, respectively.
The carrying amount of the campus foundations’ cash and cash equivalents at June 30, 2009 and 2008 was $183.2 million
and $150.7 million, respectively, compared to bank balances of $106.9 million and $83.1 million, respectively. Deposits
in transit and cash awaiting investment are the primary differences. Included in bank balances are deposits in the
University’s Short Term Investment Pool of $64.5 million and $54.9 million at June 30, 2009 and 2008, respectively, with
the remaining uncollateralized bank balances insured by the FDIC under the TAGP. The campus foundations do not
have exposure to foreign currency risk in their cash and cash equivalents.

2. INVESTMENTS
The Regents, as the governing Board, is responsible for the oversight of the University’s, UCRS’ and UCRHBT’s
investments and establishes investment policy, which is carried out by the Chief Investment Officer. These investments
are associated with the Short Term Investment Pool (STIP), Total Return Investment Pool (TRIP), General Endowment
Pool (GEP), UCRS, UCRHBT, other investment pools managed by the Chief Investment Officer, or are separately
invested. Pursuant to The Regents’ policies on campus foundations, the Board of Trustees for each campus foundation
may determine that all or a portion of their investments will be managed by the Chief Investment Officer. Asset
allocation guidelines are provided to the campus foundations by the Investment Committee of The Regents.
STIP allows participants to maximize the returns on their short-term cash balances by taking advantage of the
economies of scale of investing in a large pool with a broad range of maturities and is managed to maximize current
earned income. Cash to provide for payroll, construction expenditures and other operating expenses for campuses and
medical centers is invested in STIP. The available cash in UCRS or endowment investment pools awaiting investment, or
cash for administrative expenses, is also invested in STIP.
Investments authorized by The Regents for STIP include fixed income securities with a maximum maturity of five and
one-half years. In addition, for STIP, The Regents has also authorized loans, primarily to faculty members residing in
California, under the University’s Mortgage Origination Program with terms up to 40 years.
TRIP allows participant campuses the opportunity to maximize the return on their long-term working capital by taking
advantage of the economies of scale of investing in a large pool across a broad range of asset classes. TRIP is managed to
a total return objective and is intended to supplement STIP. Investments authorized by The Regents for TRIP include a
diversified portfolio of equity and fixed income securities.
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GEP is an investment pool in which a large number of individual endowments participate in order to benefit from
diversification and economies of scale. GEP is a balanced portfolio and the primary investment vehicle for endowed gift
funds.
Other investment pools primarily facilitate annuity and life income arrangements. Separate investments are those that
cannot be pooled due to investment restrictions or income requirements, or represent the University’s estimated interest
in externally held irrevocable trusts.
Investments authorized by The Regents for GEP, UCRS, other investment pools and separate investments include equity
securities, fixed income securities and certain other asset classes. The equity portion of the investment portfolios include
both domestic and foreign common and preferred stocks which may be included in actively or passively managed
strategies, along with a modest exposure to private equities. The University’s investment portfolios may include foreign
currency denominated equity securities. The fixed income portion of the investment portfolios may include both
domestic and foreign securities, along with certain securitized investments, including mortgage-backed and asset-backed
securities. Fixed income investment guidelines permit the use of futures and options on fixed income instruments in
the ongoing management of the portfolios. Derivative contracts are authorized for portfolio rebalancing in accordance
with The Regents’ asset allocation policy and as substitutes for physical securities. Real estate investments are authorized
for both GEP and UCRS. Absolute return strategies, which may incorporate short sales, plus derivative positions to
implement or hedge an investment position, are also authorized for GEP and UCRS. Where donor agreements place
constraints on allowable investments, assets associated with endowments are invested in accordance with the terms of
the agreements.
The Regents has also authorized certain employee account balances in defined contribution plans included as part of
the UCRS’ investments to be invested in mutual funds. The participants’ interest in mutual funds is not managed by the
Chief Investment Officer and totaled $2.92 billion and $3.77 billion at June 30, 2009 and 2008, respectively.
Investments authorized by The Regents for UCRHBT are restricted to a portfolio of high-quality money market
instruments in a commingled fund that is managed externally. The average credit quality of the portfolio is A-1/P-1 with
an average maturity of 55 days. The fair value of the UCRHBT’s investment in this portfolio was $38.4 million and $19.8
million at June 30, 2009 and 2008, respectively.
Campus foundations’ investments in pools managed by the Chief Investment Officer are classified for investment type
purposes as either commingled balanced funds or commingled money market funds in the campus foundations’ column
depending on whether they are invested in GEP or STIP, respectively. Similarly, UCRS’ investment in STIP is classified in
the commingled money market category in the UCRS column.
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The composition of investments, by investment type, at June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2009

2009

Equity securities:
Domestic
$ 1,185,621
Foreign
1,061,202
Equity securities
2,246,823
Fixed or variable income securities:
U.S. government guaranteed:
U.S. Treasury bills, notes and bonds
1,113,945
U.S. Treasury strips
69,125
U.S. TIPS
272,345
U.S. government-backed securities
3,331
U.S. government-backed–asset-backed securities
U.S. government guaranteed
1,458,746
Other U.S. dollar denominated:
Corporate bonds
4,053,628
Commercial paper
1,283,124
U.S. agencies
839,915
U.S. agencies–asset-backed securities
199,159
Corporate–asset-backed securities
217,404
Supranational/foreign
793,404
Other
55
Other U.S. dollar denominated
7,386,689
Foreign currency denominated:
Government/sovereign
126,096
Corporate
3,627
Foreign currency denominated
129,723
Commingled funds:
Absolute return funds
1,234,209
Balanced funds
U.S. equity funds
103,231
Non-U.S. equity funds
317,171
U.S. bond funds
42,106
Non-U.S. bond funds
Real estate investment trusts
66
Money market funds
54,323
Commingled funds
1,751,106
Private equity
452,630
Mortgage loans
754,266
Insurance contracts
Real estate
226,516
Externally held irrevocable trusts
157,800
Other investments
7,047
Campus foundations’ investments with the University (922,180)
UCRS investment in STIP
(245,594)
Total investments
13,403,572
Less: Current portion
(2,036,487)
Noncurrent portion
$11,367,085

2008

2008

2008

$ 1,209,086
1,117,811
2,326,897

$ 146,234
68,064
214,298

$ 245,463
97,456
342,919

$ 12,154,737
7,493,036
19,647,773

$ 19,868,126
7,803,550
27,671,676

946,865
29,659
424,552
3,637

99,449

130,345

3,267
266
102,982

4,406
2,240
136,991

2,368,476
101,463
2,649,386
12,964

1,577,392
1,204,670
2,754,366
14,158

5,132,289

5,550,586

76,231

61,324

2,245,234

9,730
62,373
9,808
676
1,753
160,571

82,836
2,101
11,947
620

2,598,653
864,140
1,382,042
1,085,083

3,060,306
127,983
2,887,262
1,248,427
1,731,551
1,510,699

158,828

8,175,152

10,566,228

37,143
37,143

1,125,748
52,591
1,178,339

1,898,974

648,683

624,697
1,684,201

309,890
2,259,199

56,463
1,312,351
5,576,686
1,845,065

44,586
508,340
3,770,698
1,859,887

962,168
982,105

824,201
1,110,554

1,404,713
3,259,085
2,937,981
1,398,261
137,200
241,409
828,033
15
8,801,984
189,068
5,072
194,140
1,355,318
29,946
431,595
40,243
104
26,895
1,884,101
503,322
586,387
288,078
256,057
6,368
(1,031,751)
(392,273)
14,828,023
(4,068,848)
$10,759,175

397,568
590,966
329,822
395,502
205,569
32,289
42,362
409,199
2,403,277
268,599
13,305

412,024
767,550
420,782
584,586
168,668
49,544
73,877
357,418
2,834,449
317,587
10,532

113,990
17,464
230,136

139,720
27,001
190,884

3,524,622
(359,426)
$ 3,165,196

4,158,911
(346,492)
$ 3,812,419

(5,658)

$ 42,352,723

$52,532,169
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Investment Risk Factors
There are many factors that can affect the value of investments. Some, such as custodial credit risk, concentration of
credit risk and foreign currency risk may affect both equity and fixed income securities. Equity securities respond to
such factors as economic conditions, individual company earnings performance and market liquidity, while fixed income
securities are particularly sensitive to credit risks and changes in interest rates. Alternative investment strategies and their
underlying assets and rights are subject to an array of economic and market vagaries that can limit or erode value.
Credit Risk
Fixed income securities are subject to credit risk, which is the chance that a bond issuer will fail to pay interest or
principal in a timely manner, or that negative perceptions of the issuer’s ability to make these payments will cause
security prices to decline. These circumstances may arise due to a variety of factors such as financial weakness,
bankruptcy, litigation and/or adverse political developments. Certain fixed income securities, primarily obligations of the
U.S. government or those explicitly guaranteed by the U.S. government, are not considered to have credit risk.
A bond’s credit quality is an assessment of the issuer’s ability to pay interest on the bond, and ultimately, to pay the
principal. Credit quality is evaluated by one of the independent bond-rating agencies, for example Moody’s Investors
Service (Moody’s) or Standard and Poor’s (S&P). The lower the rating, the greater the chance—in the rating agency’s
opinion—that the bond issuer will default, or fail to meet its payment obligations. Generally, the lower a bond’s credit
rating, the higher its yield should be to compensate for the additional risk.
The investment guidelines for STIP recognize that a limited amount of credit risk, properly managed and monitored,
is prudent and provides incremental risk adjusted return over its benchmark (the benchmark for STIP, the two-year
Treasury note, has no credit risk). No more than 5 percent of the total market value of the STIP portfolio may be invested
in securities rated below investment grade (BB, Ba or lower). The average credit quality of STIP must be A or better and
commercial paper must be rated at least A-1, P-1 or F-1.
The University recognizes that credit risk is appropriate in balanced investment pools such as TRIP, UCRS and GEP by
virtue of the benchmarks chosen for the fixed income portion of those pools.
Fixed income benchmarks for TRIP include the Barclays Capital Aggregate Credit Index, Barclays Capital Aggregate
Securitized Index, the Merrill Lynch High-Yield Cash Pay Index and the Barclays Capital Aggregate Government Index.
The TRIP fixed income benchmark is comprised of 60 percent high grade corporate bonds, 13.3 percent mortgage/assetbacked securities, and 13.3 percent below investment grade securities, all of which carry some degree of credit risk. The
remaining 13.3 percent is government-issued bonds.
Fixed income benchmarks for UCRS and GEP include the Citigroup Large Pension Fund Index and Barclays Capital
Aggregate Index and are comprised of approximately 30 percent high grade corporate bonds and 30-35 percent
mortgage/asset-backed securities, all of which carry some degree of credit risk. The remaining 35-40 percent is
government-issued bonds.
Credit risk in TRIP, UCRS and GEP is managed primarily by diversifying across issuers. In addition, portfolio guidelines
for UCRS and GEP mandate that no more than 10 percent of the market value of fixed income securities may be invested
in issues with credit rating below investment grade. Further, the weighted average credit rating must be A or higher.
In addition, the investment policy for both UCRP and GEP allows for dedicated allocations to non-investment grade and
emerging market bonds, investment in which entails credit, default and/or sovereign risk.
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The credit risk profile for fixed or variable income securities at June 30, 2009 and 2008 is as follows:
(in thousands of dollars)

Fixed or variable income securities:
U.S. government guaranteed
Other U.S. dollar denominated:
AAA
AA
A
BBB
BB
B
CCC or below
A-1 / P-1 / F-1
Not rated
Foreign currency denominated:
AA
A
B
Commingled funds:
U.S. bond funds: Not rated
Non-U.S. bond funds: Not rated
Money market funds: Not rated
Mortgage loans: Not rated
Insurance contracts: Not rated

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2009

2008

2009

2008

2008

$ 1,458,746

$ 1,404,713

$ 102,982

$ 136,991

$ 5,132,289

$ 5,550,586

1,286,231
595,114
2,143,284
1,690,608
181,839
120,359
68,744
1,283,124
17,386

2,040,336
829,005
1,261,356
1,504,620
102,045
121,800
408
2,937,981
4,433

83,573
11,091
25,743
23,214
4,376
2,705
7,828
112
1,929

96,884
14,406
13,318
14,878
6,025
3,240

4,499,623
149,758
694,734
1,115,705
607,875
774,471
331,681

10,077

1,305

5,919,687
201,343
937,490
1,675,129
651,869
965,527
2,979
127,983
84,221

126,096

189,068

3,627

5,072

37,143

1,125,748
5,946
46,645

42,106

40,243

54,323
754,266

26,895
586,387

1,312,351

508,340

962,168

824,201

205,569
32,289
409,199
13,305

168,668
49,544
357,418
10,532

Custodial Credit Risk
Custodial credit risk is the risk that in the event of the failure of the custodian, the investments may not be returned.
The University’s and UCRS’ securities are registered in the University’s name by the custodial bank as an agent for the
University. Other types of investments represent ownership interests that do not exist in physical or book-entry form. As
a result, custodial credit risk is remote.
Some of the investments at certain of the campus foundations are exposed to custodial credit risk. These investments
may be uninsured, or not registered in the name of the campus foundation and held by a custodian.
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Custodial credit risk exposure related to investments is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

Equity securities:
Domestic
Foreign
Fixed or variable income securities:
U.S. government guaranteed:
U.S. Treasury bills, notes and bonds
U.S. government-backed–asset-backed securities
Other U.S. dollar denominated:
U.S. agencies
Other
Custodial credit risk exposure

2009

2008

$ 53,477
855

$ 91,941
1,212

61,717

92,801
2,226

6,010
1,562
$ 123,621

2,224
$190,404

Concentration of Credit Risk
Concentration of credit risk is the risk associated with a lack of diversification, such as having substantial investments
in a few individual issuers, thereby exposing the organization to greater risks resulting from adverse economic, political,
regulatory, geographic or credit developments.
The U.S. and non-U.S. equity portions of the University and UCRS portfolios may be managed either passively
or actively. For the portion managed passively, the concentration of individual securities is exactly equal to their
concentration in the benchmark. While some securities have a larger representation in the benchmark than others,
the University considers that passive management results in an absence of concentration of credit risk. For the portion
managed actively, asset class guidelines do not specifically address concentration risk, but do state that the U.S.
equity asset class, in the aggregate, will be appropriately diversified to control overall risk and will exhibit portfolio
characteristics similar to the asset class benchmark (including concentration of credit risk). Concentration risk for
individual portfolios is monitored relative to their individual benchmarks and agreed-upon risk parameters in their
guidelines.
Investment guidelines addressing concentration of credit risk related to the investment-grade fixed income portion of the
University and UCRS portfolios include a limit of no more than 3 percent of the portfolio’s market value to be invested
in any single issuer (except for securities issued by the U.S. government or its agencies). These same guidelines apply to
STIP. For high-yield and emerging market debt, the corresponding limit is 5 percent.
Each campus foundation may have its own individual investment policy designed to limit exposure to a concentration of
credit risk.
Investments in issuers other than U.S. government guaranteed securities that represent 5 percent or more of total
investments at June 30, 2009 and 2008 are as follows:
(in thousands of dollars)

Fannie Mae
Baupost Bermuda Value Partners-IV
Silchester International Value Equity Trust
Gryphon International EAFE Growth Fund
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UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

2009

2008

2009

2008

$ 783,608

$ 44,151
29,186
25,796

$ 62,897
29,309
28,613

Interest Rate Risk
Interest rate risk is the risk that the value of fixed income securities will decline because of changing interest rates. The
prices of fixed income securities with a longer time to maturity, measured by effective duration, tend to be more sensitive
to changes in interest rates and, therefore, more volatile than those with shorter durations. Effective duration is the
approximate change in price of a security resulting from a 100 basis point (1 percentage point) change in the level of
interest rates. It is not a measure of time.
Interest rate risk for STIP is managed by constraining the maturity of all individual securities to be less than five and onehalf years. There is no restriction on weighted average maturity of the portfolio as it is managed relative to the liquidity
demands of the investors. The nature and maturity of individual securities in STIP allow for the use of weighted average
maturity as an effective risk management tool, rather than the more complex measure, effective duration.
Portfolio guidelines for the fixed income portion of TRIP limit weighted average effective duration to the effective
duration of the benchmarks (Barclays Capital Aggregate Credit Index, Barclays Capital Aggregate Securitized Index, the
Merrill Lynch High-Yield Cash Pay Index and Barclays Capital Aggregate Government Index), plus or minus 10 percent.
Similarly, portfolio guidelines for the fixed income portion of UCRS and GEP limit weighted average effective duration
to the effective duration of their benchmarks (Citigroup Large Pension Fund Index and Lehman Aggregate Index), plus
or minus 20 percent. These portfolio guidelines constrain the potential price movement due to interest rate changes
of the portfolio to be similar to that of the benchmark. There are similar restrictions for the high-yield and emerging
market debt portfolios relative to their benchmarks.
The effective durations for fixed or variable income securities at June 30, 2009 and 2008 are as follows:

UNIVERSITY OF CALIFORNIA

Fixed or variable income securities:
U.S. government guaranteed:
U.S. Treasury bills, notes and bonds
U.S. Treasury strips
U.S. TIPS
U.S. government-backed securities
U.S. government-backed–asset-backed securities
Other U.S. dollar denominated:
Corporate bonds
Commercial paper
U.S. agencies
U.S. agencies–asset-backed securities
Corporate–asset-backed securities
Supranational / foreign
Other
Foreign currency denominated:
Government/sovereign
Corporate
Commingled funds:
U.S. bond funds
Non-U.S. bond funds
Money market funds
Mortgage loans
Insurance contracts

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2008

2009

2008

2009

2008

2.0
9.1
4.1
6.0

1.0
8.0
5.3
6.3

4.2

4.5

3.9
3.9

3.8
3.9

1.9
12.1
5.0
6.0

0.7
11.4
5.3
6.3

3.0
0.0
2.0
2.8
7.0
7.1
5.4

2.6
0.0
1.4
4.4
3.8
2.8
0.6

3.6

4.0

4.0
2.1
0.5
5.0
4.1

2.5
3.3
0.6
0.0

5.8
0.0
3.5
4.4
5.5
6.8

7.6
0.0
2.5
4.6
4.1
7.2

6.7
4.1

6.6
3.9

4.1

6.6
6.1

4.3

4.7

0.0
0.0

0.0
0.0

1.7

1.8

0.0

0.0

5.1
2.8
1.6
5.2

4.6
5.1
1.8
5.4
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The University considers the effective durations for commercial paper, mortgage loans, insurance contracts and money
market funds, with the exception of STIP, to be zero. The terms of the mortgage loans include variable interest rates,
insurance contracts can be liquidated without loss of principal and money market funds consist of underlying securities
that are of a short-term, liquid nature.
Investments may also include various mortgage-backed securities, collateralized mortgage obligations, structured notes,
variable-rate securities, callable bonds and convertible bonds that may be considered to be highly sensitive to changes
in interest rates due to the existence of prepayment or conversion features, although the effective durations of these
securities may be low.
At June 30, 2009 and 2008, the fair values of such investments are as follows:
(in thousands of dollars)

Mortgage-backed securities
Collateralized mortgage obligations
Other asset-backed securities
Variable-rate securities
Callable bonds
Total

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2009

2008

2009

$ 56,339
5,592
7,871

$ 72,953
8,048
11,947

420
$ 70,222

506
$ 93,454

$ 471,171
11,251
7,187
389,792
795,288
$1,674,689

2008

$ 339,991
4,139
609,359
1,500,966
$ 2,454,455

$ 1,908,498
253,604
85,175
25,017
2,095,604
$ 4,367,898

2008

$ 2,289,645
46,824
24,183
67,771
2,770,965
$5,199,388

Mortgage-Backed Securities. These securities are issued primarily by Fannie Mae, Ginnie Mae and Freddie Mac and
include short embedded prepayment options. Unanticipated prepayments by the obligees of the underlying asset reduce
the total expected rate of return.
Collateralized Mortgage Obligations. Collateralized mortgage obligations (CMOs) generate a return based upon either
the payment of interest or principal on mortgages in an underlying pool. The relationship between interest rates and
prepayments makes the fair value highly sensitive to changes in interest rates. In falling interest rate environments,
the underlying mortgages are subject to a higher propensity of prepayments. In a rising interest rate environment, the
opposite is true.
Other Asset-Backed Securities. Other asset-backed securities also generate a return based upon either the payment of
interest or principal on obligations in an underlying pool, generally associated with auto loans or credit cards. As with
CMOs, the relationship between interest rates and prepayments makes the fair value highly sensitive to changes in
interest rates.
Variable-Rate Securities. These securities are investments with terms that provide for the adjustment of their interest
rates on set dates and are expected to have fair values that will be relatively unaffected by interest rate changes. Variablerate securities may have limits on how high or low the interest rate may change. These constraints may affect the market
value of the security.

72

Callable Bonds. Although bonds are issued with clearly defined maturities, an issuer may be able to redeem, or call, a
bond earlier than its maturity date. The University must then replace the called bond with a bond that may have a lower
yield than the original. The call feature causes the fair value to be highly sensitive to changes in interest rates.
At June 30, 2009 and 2008, the effective durations for these securities are as follows:

Mortgage-backed securities
Collateralized mortgage obligations
Other asset-backed securities
Variable-rate securities
Callable bonds

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2008

2009

2008

2009

2008

4.5
1.7
1.1
0.1
2.4

4.3

2.0
2.0
0.5

2.5
1.7
0.6

5.9
2.4
0.7
1.8
3.2

5.0
5.2
4.0
5.2
2.7

3.2
0.2
1.6

8.6

Foreign Currency Risk
The University’s strategic asset allocation policy for TRIP, UCRS and GEP includes allocations to non-U.S. equities and
non-dollar denominated bonds. The benchmarks for these investments are not hedged, therefore foreign currency risk
is an essential part of the investment strategies. Portfolio guidelines for U.S. investment-grade fixed income securities
also allow exposure to non-U.S. dollar denominated bonds up to 10 percent of the total portfolio market value. Exposure
to foreign currency risk from these securities is permitted and it may be fully or partially hedged using forward
foreign currency exchange contracts. Under the University’s investment policies, such instruments are not permitted
for speculative use or to create leverage. Similar limits on foreign exchange exposure apply to the high-yield debt and
emerging market debt portfolios (10 percent and 20 percent, respectively).
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At June 30, 2009 and 2008, the foreign currency risk expressed in U.S. dollars, organized by currency denomination and
investment type, is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2009

2008

2009

$ 15,892
10,634
10,246
3,025
6,610
2,566
7,626

$ 27,057
16,069
13,065
3,447
9,216
3,538
4,179

416
1,063
1,036
336

1,810
1,253
597
502

394

527

8,220
68,064

16,196
97,456

2008

Equity securities:
Euro
Japanese Yen
British Pound
Canadian Dollar
Swiss Franc
Australian Dollar
Hong Kong Dollar
Swedish Krona
Singapore Dollar
Danish Krone
Norwegian Krone
South Korean Won
New Zealand Dollar
South African Rand
Thai Baht
Other
Subtotal

$ 330,165
222,312
196,468
79,350
79,115
60,646
33,380
20,083
16,431
8,102
7,259
2,006
841
1,255
747
3,042
1,061,202

$ 390,493
208,201
211,126
79,614
79,823
59,037
25,676
19,661
14,990
9,342
9,120
2,943
741
1,879
2,309
2,856
1,117,811

Fixed income securities:
Euro
Japanese Yen
British Pound
Canadian Dollar
Danish Krone
Polish Zloty
Swiss Franc
Swedish Krona
Australian Dollar
Malaysian Ringgit
Singapore Dollar
Norwegian Krone
Subtotal

63,598
48,038
9,576
2,852
1,005
926
828
768
750
591
468
323
129,723

99,699
67,240
13,685
4,261
1,527
2,011
1,371
1,381
808
854
729
574
194,140

317,171

431,595

317,171

431,595

1,114
42

1,425

Commingled funds:
Various currency denominations:
Balanced funds
Non-U.S. equity funds
Non-U.S. bond funds
Real estate investment trusts
Subtotal
Private equity:
Euro
Swedish Krona
Real estate:
Hong Kong Dollar
Japanese Yen
Other
Subtotal
Total exposure to foreign currency risk
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1,716
1,505
3,031
7,408
$1,515,504

1,425
$1,744,971

$ 2,299,494
1,589,171
1,392,245
596,213
542,002
456,496
215,023
145,396
108,269
59,108
49,041
9,768
6,241
6,114
3,638
14,817
7,493,036

$ 2,647,165
1,473,375
1,489,215
615,458
539,707
437,870
170,512
143,274
96,803
68,424
70,487
13,532
5,341
8,639
10,617
13,131
7,803,550

36,740

37,143

609,937
400,358
81,620
31,316
9,094
11,977
8,161
8,225
4,811
5,086
4,338
3,416
1,178,339

1,684,201

2,259,199

1,684,201

2,259,199

17,400
937

20,114

403

152,012
373,638
25,485
17,005
568,140

$ 636,204

204,990
494,624
29,683
21,526
750,823

$ 848,279

2008

16,443
14,423
29,041
78,244
$ 9,292,624

20,114
$11,261,202

Alternative Investment Risks
Alternative investments are defined as marketable alternatives (hedge funds), limited partnerships, private equity
and venture capital funds. Alternative investments include ownership interests in a wide variety of vehicles including
partnerships and corporations that may be domiciled in the United States or off-shore. Generally, there is little or no
regulation of these investment vehicles by the Securities and Exchange Commission or the applicable state agencies.
Managers of these investments employ a wide variety of strategies and have areas of concentration including absolute
return, venture capital or early stage investing, private equity or later stage investing and the underlying investments
may be leveraged to enhance the total investment return. Each asset class has guidelines and policies regarding the use
of leverage. Such underlying investments may include financial assets such as marketable securities, non-marketable
securities, derivatives and other synthetic and structured investments as well as tangible and intangible assets. Generally,
these alternative investments do not have a ready market and ownership interests in these investment vehicles may not
be traded without the approval of the general partner or fund management. These investments are subject to the risks
generally associated with equities and fixed income instruments with additional risks due to leverage and the lack of a
ready market for acquisition or disposition of ownership interests.
Futures, Forward Contracts, Options and Swaps
The University may include futures, forward contracts, options and swap contracts in its investment portfolios. The
Board of Trustees for each campus foundation may also authorize these contracts in its investment policy.
The University enters into futures contracts for the purpose of acting as a substitute for investment in equity and fixed
income securities. A futures contract is an agreement between two parties to buy and sell a security or financial index,
interest rate or foreign currency at a set price on a future date. They are standardized contracts that can be easily bought
and sold and are exchange-traded. Upon entering into such a contract, the University is required to pledge to the
broker an amount of cash or securities equal to the minimum initial margin requirements of the exchange on which the
contract is traded. Futures contracts are marked to market daily; that is, they are valued at the close of business each day,
and a gain or loss is recorded between the value of the contracts that day and on the previous day. The daily gain or loss
difference is referred to as the daily variation margin, which is settled in cash with the broker the next day for the amount
of the previous day’s mark to market. The amount that is settled in cash with the broker the next day is the carrying and
fair value of the futures contracts that is included in the statement of net assets.
Forward contracts are similar to futures, except they are custom contracts and are not exchange-traded. They are the
primary instrument used in currency management.
An option contract gives the University the right, but not the obligation, to buy or sell a specified security or index at a
fixed price during a specified period for a nonrefundable fee (the “premium”). The maximum loss to the University is
limited to the premium originally paid for covered options. The University records premiums paid for the purchase of
these options in the statement of net assets as an investment which is subsequently adjusted to reflect the fair value of
the options, with unrealized gains and losses included in the statement of revenues, expenses and changes in net assets.
Neither the University nor UCRS held any option contracts at June 30, 2009 or June 30, 2008.
A swap is a contractual agreement entered into between the University and a counterparty under which each agrees to
exchange periodic fixed or variable payments for an agreed period of time based upon a notional amount of principal or
value of the underlying contract. The payments correspond to an equity index, interest rate or currency. The University
records interest rate swaps entered into for investment purposes at fair value, with unrealized gains and losses included
in the statement of revenues, expenses and changes in net assets. Neither the University nor UCRS held any interest rate
swap contracts for investment purposes at June 30, 2009 or June 30, 2008. However, the University did enter into interest
rate swap agreements in connection with its variable rate bonds.
The University could be exposed to risk if the counterparty to the contracts was unable to meet the terms of the
contracts. Counterparty credit risk is limited to a receivable due to the variation margin in futures contracts, or to the
ability of the counterparty to meet the terms of an option contract that the University may exercise. Either risk is remote
for exchange-traded contracts. Additional risk may arise from futures contracts traded in non-U.S. markets as the
foreign futures contracts are cleared on, and subject to, the rules of foreign boards of trade. In addition, funds provided
for foreign futures contracts may not be afforded the same protection as funds received in respect of U.S. transactions.

75

The University seeks to control counterparty credit risk in all derivative contracts that are not exchange-traded through
counterparty credit evaluations and approvals, counterparty credit limits and exposure monitoring procedures
undertaken by the Chief Investment Officer.

The University’s Investment Pools
The composition of the University of California’s investments at June 30, 2009, by investment pool, is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
STIP

Equity securities:
Domestic
Foreign
Fixed or variable income securities:
U.S. government guaranteed
Other U.S. dollar denominated
Foreign currency denominated
Commingled funds
Private equity
Mortgage loans
Real estate
Externally held irrevocable trusts
Other investments
Subtotal
Campus foundations’ investments with the University
UCRS investment in STIP
Total investments

$ 1,131,684
5,641,612

TRIP

GEP

OTHER

$ 184,600
128,424

$ 930,213
918,669

$ 70,808
14,109

$ 1,185,621
1,061,202

52,930
1,062,226

232,848
634,410
129,723
1,657,221
440,976

41,284
48,441

1,458,746
7,386,689
129,723
1,751,106
452,630
754,266
226,516
157,800
7,047
14,571,346
(922,180)
(245,594)
$13,403,572

16,225

77,660
11,654

754,266
210,531

7,527,562
(380,856)
(245,594)
$ 6,901,112

TOTAL

1,444,405

(253)
5,154,338
(433,661)

15,985
157,800
7,300
445,041
(107,663)

$1,444,405

$ 4,720,677

$ 337,378

The total investment return based upon unit values, representing the combined income plus net appreciation or
depreciation in the fair value of investments, for the year ended June 30, 2009 was (1.6) percent for TRIP, (18.2) percent
for GEP and (16.6) percent for UCRS. The investment return for STIP distributed to participants, representing combined
income and realized gains or losses, during the same period, was 3.6 percent. Other investments consist of numerous,
small portfolios of investments, or individual securities, each with its individual rate of return.

Related Party Relationships with the University
UCRS and campus foundations may invest available cash in STIP. Shares are purchased or redeemed in STIP at
a constant value of $1 per share. Actual income earned, including any realized gains or losses on the sale of STIP
investments, is allocated to UCRS and campus foundations based upon the number of shares held. Unrealized gains and
losses associated with the fluctuation in the fair value of investments included in STIP are recorded by the University of
California as the manager of the pool.
The campus foundations may purchase or redeem shares in GEP or other investment pools at the unitized value of the
portfolio at the time of purchase or redemption. Actual income earned is allocated to the campus foundations based
upon the number of shares held.

UCRS
UCRS had $245.6 million and $392.3 million invested in STIP at June 30, 2009 and 2008, respectively. These investments
are also excluded from the University’s statement of net assets and are included in the UCRS’ statement of plans’
fiduciary net assets. They are categorized as commingled funds in the composition of investments. STIP investment
income in the University’s statement of revenues, expenses and changes in net assets is net of income earned by, and
distributed to, UCRS totaling $9.1 million and $13.8 million for the years ended June 30, 2009 and 2008, respectively.
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Campus Foundations
Campus foundations’ cash and cash equivalents and investments that are invested with the University and managed
by the Chief Investment Officer are excluded from the University’s statement of net assets and included in the campus
foundations’ statement of net assets. Under the accounting policies elected by each separate foundation, certain
foundations classify all or a portion of their investment in STIP as cash and cash equivalents, rather than investments.
Substantially all of the campus foundations’ investments managed by the Chief Investment Officer are categorized as
commingled funds by the campus foundations in the composition of investments.
The fair value of the campus foundations’ cash and cash equivalents and investments that are invested with the
University, by investment pool, at June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
2009

STIP
GEP
Other investment pools
Campus foundations’ investments with the University

2008

$ 380,856
433,661
107,663
922,180

$ 364,872
539,591
127,288
1,031,751

Classiﬁed as cash and cash equivalents by campus foundations
(65,122)
Classiﬁed as investments by campus foundations
$ 857,058

(56,470)
$ 975,281

Endowment investment income in the University’s statement of revenues, expenses and changes in net assets is net of
income earned by, and distributed to, the campus foundations totaling $26.4 million and $34.0 million for the years
ended June 30, 2009 and 2008, respectively.

Agency Relationships with the University
STIP and GEP are external investment pools and include investments in behalf of external organizations that are
associated with the University, although not significant or financially accountable to the University. These organizations
are not required to invest in these pools. As with UCRS and campus foundations, participants purchase or redeem shares
in STIP at a constant value of $1 per share and purchase or redeem shares in GEP at the unitized value of the portfolio at
the time of purchase or redemption. Actual income earned is allocated to participants based upon the number of shares
held.
The fair value of these investments in each investment pool and the related liability associated with these organizations
that are included in the University’s statement of net assets at June 30, 2009 and 2008 are as follows:
(in thousands of dollars)
2009

2008

Short-term investments:
STIP
GEP
Other investment pools
Total agency assets

$ 68,834
116,897
15,125
$ 200,856

$ 104,291
144,963
20,864
$ 270,118

Funds held for others

$ 200,856

$ 270,118
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The composition of the net assets at June 30, 2009 and 2008 for STIP and GEP is as follows:
(in thousands of dollars)
STIP

2009

Investments
Investment of cash collateral
Securities lending collateral
Other assets (liabilities), net
Net assets

GEP

2008

$ 7,527,562
1,388,274
(1,393,223)
497,146
$ 8,019,759

$ 9,286,253
2,363,731
(2,374,038)
117,676
$ 9,393,622

2009

2008

$ 5,154,338
719,873
(722,439)
(75,071)
$5,076,701

$ 6,384,873
992,888
(998,108)
18,110
$ 6,397,763

The changes in net assets for STIP and GEP for the years ending June 30, 2009 and 2008 are as follows:
(in thousands of dollars)
STIP

2009

Net assets, beginning of year
Investment income
Net appreciation (depreciation) in fair value of investments
Transfer to TRIP
Participant contributions (withdrawals), net
Net assets, end of year

$ 9,393,622
286,597
89,756
(1,518,000)
(232,216)
$ 8,019,759

GEP

2008

2009

2008

$ 8,371,634
415,226
44,102

$ 6,397,763
148,365
(1,303,982)

$ 6,753,357
167,688
(396,382)

562,660
$ 9,393,622

(165,445)
$5,076,701

(126,900)
$ 6,397,763

3. SECURITIES LENDING
The University and UCRS jointly participate in a securities lending program as a means to augment income. Campus
foundations’ cash and cash equivalents and investments that are invested with the University and managed by the Chief
Investment Officer are included in the University’s investment pools that participate in the securities lending program.
The campus foundations’ allocated share of the program’s cash collateral received, investment of cash collateral and
collateral held for securities lending is determined based upon their equity in the investment pools. The Board of
Trustees for each campus foundation may also authorize participation in a direct securities lending program.
Securities are lent to selected brokerage firms for which collateral received equals or exceeds the fair value of such
investments lent during the period of the loan. Securities loans immediately terminate upon notice by either the
University or the borrower. Collateral may be cash or securities issued by the U.S. government or its agencies, or the
sovereign or provincial debt of foreign countries. Securities collateral cannot be pledged or sold by the University unless
the borrower defaults.
Loans of domestic equities and all fixed income securities are initially collateralized at 102 percent of the fair value of
securities lent. Loans of foreign equities are initially collateralized at 105 percent. All borrowers are required to provide
additional collateral by the next business day if the value of the collateral falls to less than 100 percent of the fair value of
securities lent.
Cash collateral received from the borrower is invested by lending agents, as agents for the University, in investment pools
in the name of the University, with guidelines approved by the University. These investments are shown as investment
of cash collateral in the statement of net assets. At June 30, 2009 and 2008, the securities in these pools had a weighted
average maturity of 37 and 27 days, respectively. The University records a liability for the return of the cash collateral
shown as collateral held for securities lending in the statement of net assets. Securities collateral received from the
borrower is held in investment pools by the University’s custodial bank.
At June 30, 2009, the University had little exposure to borrowers because the amounts the University owed the borrowers
were substantially the same as the amounts the borrowers owed the University. The University is indemnified by its
lending agents against any losses incurred as a result of borrower default.
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The composition of the securities lending programs at June 30, 2009 and 2008 is as follows:
(in thousands of dollars)

SECURITIES LENT
For cash collateral:
Equity securities:
Domestic
Foreign
Fixed income securities:
U.S. government guaranteed
Other U.S. dollar denominated
Foreign currency denominated
Campus foundations’ share
Lent for cash collateral

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2009

2008

2009

$ 27,706

$ 77,990

2008

$ 314,190
230,755

$ 219,975
165,410

1,166,346
624,378
153
(160,495)
2,175,327

1,268,540
1,700,774
1,300
(199,248)
3,156,751

160,495
188,201

199,248
277,238

2008

$ 2,966,044
1,660,423

$ 2,575,061
1,254,829

4,306,053
1,115,132

4,866,707
3,194,168
7,743

10,047,652

11,898,508

For securities collateral:
Equity securities:
Domestic
Foreign
Fixed income securities:
U.S. government guaranteed
Other U.S. dollar denominated
Foreign currency denominated
Lent for securities collateral
Total securities lent

13,080
23,569

4,784
46,604

104,095
117,161

114,551
219,714

131,795
323,611
5,620
497,675
$ 2,673,002

126,604
98
1,040
179,130
$ 3,335,881

44,880
896,946
15,662
1,178,744
$11,226,396

617,248
11,230
6,191
968,934
$12,867,442

COLLATERAL RECEIVED
Cash
Campus foundations’ share
Total cash collateral received
Securities
Total collateral received

$ 2,359,757
(160,495)
2,199,262
510,803
$ 2,710,065

$ 10,387,181

$ 12,223,854

10,387,181
1,209,837
$11,597,018

12,223,854
1,006,268
$13,230,122

$ 250,014
106,004
275,986
541,202
1,164,750
64,877

$ 1,100,515
466,609
1,214,836
2,382,262
5,126,998
285,576

$ 2,633,406
22,670
2,369,817
3,472,835
2,879,335
712,008

423,277
(649,788)

67,942
4,059

$10,350,285

$12,162,072

INVESTMENT OF CASH COLLATERAL
Fixed income securities:
Other U.S. dollar denominated:
Corporate bonds
Commercial paper
Repurchase agreements
Corporate–asset-backed securities
Certiﬁcates of deposit/time deposits
Supranational/foreign
Other
Commingled funds–money market funds
Other assets (liabilities), net 1
Campus foundations’ share
Investment of cash collateral
Less: Current portion
Noncurrent portion
1

96,160
(147,618)
(160,495)
2,190,880
(1,844,661)
$ 346,219

$188,201

$277,238

$ 3,432,762
(199,248)
3,233,514
186,032
$ 3,419,546

$ 28,569
160,495
189,064

$ 80,429
199,248
279,677

$189,064

$279,677

$ 706,651
2,267
637,381
994,968
845,886
221,218

$

$

7,132
1,468
(199,248)
3,217,723
(2,096,106)
$ 1,121,617

7,509

9,524

11,252
2,000
2,926

22,064
2,250
15,017

2,000
2,861

7,018
24,556

160,495
189,043
(163,680)
$ 25,363

199,248
279,677
(210,224)
$ 69,453

Other assets (liabilities), net is comprised of pending settlements of cash collateral investments.
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The University earns interest and dividends on the collateral held during the loan period, as well as a fee from the
brokerage firm, and is obligated to pay a fee and rebate to the borrower. The University receives the net investment
income. The securities lending income and fees and rebates for the years ended June 30, 2009 and 2008 are as follows:
(in thousands of dollars)

Securities lending income
Securities lending fees and rebates
Securities lending investment income, net

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2008

2009

2008

2009

2008

$ 45,870
(22,027)
$ 23,843

$ 175,262
(150,026)
$ 25,236

$ 13,626
(11,793)
$ 1,833

$ 217,438
(105,682)
$111,756

$ 685,910
(588,787)
$ 97,123

$ 4,345
(2,344)
$ 2,001

Investment Risk Factors
There are a variety of potential risk factors involved in a securities lending program. Risks associated with the investment
of cash collateral may include the credit risk from fixed income securities, concentration of credit risk, interest rate
risk and foreign currency risk. In addition, there may be custodial credit risk associated with both cash and securities
received as collateral for securities lent.
The University’s and UCRS’ investment policies and other information related to each of these risks are summarized
below. Campus foundations that participate in a securities lending program may have their own individual investment
policies designed to limit the same risks.

Credit Risk
The University’s and UCRS’ investment policies for the investment of cash collateral maintained in separately managed
collateral pools restrict the credit rating of issuers to no less than A-1, P-1 or F-1 for short term securities and no less
than A2/A for long term securities. Asset-backed securities must have a rating of AAA.
The credit risk profile for fixed or variable income securities associated with the investment of cash collateral at
June 30, 2009 and 2008 is as follows:
(in thousands of dollars)

Fixed or variable income securities:
Other U.S. dollar denominated:
AAA
AA+
AA
AAA+
A
ABBB
BBA-1 / P-1 / F-1
Not rated
Commingled funds:
Money market funds: Not rated
Other assets (liabilities), net 1 : Not rated
Campus foundations’ share
1
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UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2009

2008

2009

$ 2,000

$ 7,272

2,000

7,502

10,435

19,034

$ 512,924
2,407
102,567
77,744
129,329
32,634
6,955
10,032
1,528,241

96,160
(147,618)
(160,495)

2008

$ 1,169,199
58,995
163,931
337,617
166,445
35,195
1,746
5,564
1,456,841
12,838
7,132
1,468
(199,248)

$ 2,257,794
10,597
451,481
342,212
569,280
143,649
30,613
44,159
6,727,011

11,252

22,065

2,861

24,556

160,495

199,248

Other assets (liabilities), net is comprised of pending settlements of cash collateral investments.

423,277
(649,788)

2008

$ 4,038,265
189,881
714,324
1,195,790
624,847
141,149
17,458
55,073
4,984,924
128,360
67,942
4,059

Custodial Credit Risk
Cash collateral received for securities lent is invested in pools by the University’s lending agents. The University of
California and the UCRS securities related to the investment of cash collateral are registered in the University’s name
by the lending agents. Securities collateral received for securities lent are held in investment pools by the University’s
lending agents. As a result, custodial credit risk is remote.
Concentration of Credit Risk
The University’s and UCRS’ investment policy with respect to the concentration of credit risk associated with the
investment of cash collateral in the separately managed collateral pools restricts investments in any single issuer of
corporate debt securities, time deposits, certificates of deposit, bankers acceptances and money market funds to no more
than 5 percent of the portfolio value. Campus foundations that directly participate in a securities lending program do not
have specific investment policies related to concentration of credit risk, although the lending agreements with the agents
establish restrictions for the type of investments and minimum credit ratings.
Investments in issuers other than U.S. government guaranteed securities that represent 5 percent or more of the total
investment of cash collateral at June 30, 2009 and 2008 are as follows:
(in thousands of dollars)

JP Morgan Chase
BNP Paribas
Bank of America
Lehman Brothers
Deutsche Bank Securities
Sun Trust Bank
General Electric Capital Corporation
Bank of New York/Mellon
Goldman Sachs
Rabo Bank Nederland NV
Daiwa Securities America, Inc.
Bank of New York
Campus foundations’ share

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2008

2009

2009

$ 170,835
138,862
131,478

$ 310,406

$ 2,000

2008

$ 751,980
611,242
578,741

2,000
208,779

(30,475)

$ 1,008,099

681,221
11,252
2,926
3,009
2,861
2,500
2,000

(32,681)

2008

32,681

$10,019
22,065
14,537
30,475

Interest Rate Risk
The nature of individual securities in the collateral pools allows for the use of weighted average maturity as an effective
risk management measure. The University’s and UCRS’ investment policy with respect to the interest rate risk associated
with the investment of cash collateral in the separately managed collateral pools requires the weighted average maturity
of the entire collateral pool to be less than 120 days. The maturity of securities issued by the U.S. government and assetbacked securities must be less than five years, corporate debt obligations must be less than two years and time deposits
must be less than 190 days. Floating rate debt may be used, but it is limited to 65 percent of the market value of the
portfolio.
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The weighted average maturity expressed in days for fixed or variable income securities associated with the investment of
cash collateral at June 30, 2009 and 2008 is as follows:

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2008

2009

2008

2009

2008

43
70
1
23
50
34

45
35
1
28
37
83

33

43

1
15
29

1
15
15

43
70
1
23
50
34

48
35
1
39
38
83

15

23

1

1

1

1

Fixed or variable income securities:
Other U.S. dollar denominated:
Corporate bonds
Commercial paper
Repurchase agreements
Corporate–asset-backed securities
Certiﬁcates of deposit/time deposits
Supranational/foreign
Other
Commingled funds:
Money market funds

1

1

Investment of cash collateral may include various asset-backed securities, structured notes and variable-rate securities
that may be considered to be highly sensitive to changes in interest rates due to the existence of prepayment or
conversion features, although the weighted average maturity may be short.
At June 30, 2009 and 2008, the fair value of investments that are considered to be highly sensitive to changes in interest
rates is as follows:
(in thousands of dollars)

Other asset-backed securities
Variable-rate investments
Campus foundations’ share
Total

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2009

2009

2009

$ 541,202
314,892
(63,418)
$ 792,676

2008

$ 994,968
915,801
(112,157)
$1,798,612

2008

$ 2,000

$

2,250

63,418
$ 65,418

112,157
$114,407

2008

$ 2,382,262
1,386,091

$ 3,472,835
3,230,422

$ 3,768,353

$ 6,703,257

At June 30, 2009 and 2008, the weighted average maturity expressed in days for asset-backed securities was 23 days and
58 days, respectively, and for variable-rate investments was 41 days and 22 days, respectively.

Foreign Currency Risk
The University’s and UCRS’ investment policy with respect to the foreign currency risk associated with the investment
of cash collateral maintained in separate collateral pools restricts investments to U.S. dollar denominated securities.
Therefore, there is no foreign currency risk.
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4. INVESTMENTS HELD BY TRUSTEES
The University has entered into agreements with trustees to maintain trusts for the University’s self-insurance programs,
long-term debt requirements, capital projects and certain other requirements. In addition, the state of California retains
on deposit certain proceeds from the sale of lease-revenue bonds to be used for capital projects. The combined fair value
of all of the investments and deposits held by trustees was $937.2 million and $790.4 million at June 30, 2009 and 2008,
respectively.
Self-Insurance Programs
Investments held by trustees for self-insurance programs include separate trusts for the workers’ compensation and
professional medical and hospital liability programs. Securities are held by the trustee in the name of the University.
The trust agreements permit the trustee to invest in U.S. and state government or agency obligations, corporate debt
securities, commercial paper or certificates of deposit.
The composition of cash and investments and effective duration associated with fixed income securities for selfinsurance programs at June 30, 2009 and 2008, respectively, is as follows:
(in thousands of dollars)
INVESTMENTS AT FAIR VALUE

2009

Cash
U.S. government guaranteed:
U.S. government-backed–asset-backed securities
Other U.S. dollar denominated:
Corporate–asset-backed securities
U.S. agencies–asset-backed securities
Commingled funds–money market funds
Total

EFFECTIVE DURATION

2009

2008

4,001

0.0

0.0

25,218

29,206

3.2

3.5

120,509
437,906
12,002
$588,504

164,650
350,839
20,266
$568,962

2.1
2.6
0.0

1.6
3.8
0.0

$ (7,131)

2008

$

Asset-backed securities, generally collateralized mortgage obligations, with underlying government agency collateral
or credit ratings ranging from A to AAA, are utilized within the investment constraints in order to enhance investment
returns over other high-grade fixed income asset classes.

Long-Term Debt
Investments held by trustees for future payment of principal and interest in accordance with various indenture and other
long-term debt requirements totaled $62.6 million and $84.7 million at June 30, 2009 and 2008, respectively.
The state financing appropriations to the University are deposited in commingled U.S. bond funds managed by the
State of California Treasurer’s Office, as trustee, and used to satisfy the annual lease requirements under lease-purchase
agreements with the state. The fair value of these deposits was $58.3 million and $77.9 million at June 30, 2009 and 2008,
respectively.
In addition, other securities held by trustees are held in the name of the University. These trust agreements permit
trustees to invest in U.S. and state government or agency obligations, commercial paper or other corporate obligations
meeting certain credit rating requirements. The fair value of these investments was $4.3 million and $6.8 million at
June 30, 2009 and 2008, respectively.

Capital Projects
Investments held by trustees to be used for capital projects totaled $284.1 million and $135.5 million at June 30, 2009 and
2008, respectively.
Proceeds from the sale of the state’s lease revenue bonds to be used for financing certain of the University’s capital
projects are deposited in a commingled U.S. bond fund managed by the State of California Treasurer’s Office, as trustee,
and distributed to the University as the projects are constructed. The fair value of these deposits was $119.8 million and
$120.2 million at June 30, 2009 and 2008, respectively.
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In addition, proceeds from the sale of bonds and certain University funds are held by trustees to be used for financing
other capital projects. The fair value of these investments was $164.3 million and $15.3 million at June 30, 2009 and 2008,
respectively. Substantially all of these investments are of a highly liquid, short term nature.
University deposits into the trusts, or receipts from the trusts, are classified as an operating activity in the University’s
statement of cash flows if related to the self-insurance programs, or a capital and related financing activity if related to
long-term debt requirements or a capital project. Deposits directly into trusts by third parties, investment transactions
initiated by trustees in conjunction with the management of trust assets and payments from trusts directly to third
parties are not included in the University’s statement of cash flows.

5. ACCOUNTS RECEIVABLE
Accounts receivable and the allowance for uncollectible amounts at June 30, 2009 and 2008 are as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
STATE AND
FEDERAL
GOVERNMENT

MEDICAL
CENTERS

INVESTMENT
INCOME

OTHER

TOTAL

UNIVERSITY OF
CALIFORNIA
CAMPUS
FOUNDATIONS

At June 30, 2009

Accounts receivable
Allowance for uncollectible amounts
Accounts receivable, net

$ 582,211

$ 1,201,424

(2,648)

(200,412)

$ 579,563

$1,001,012

$ 621,849

$ 1,107,696

(1,982)

(161,342)

$ 619,867

$ 946,354

$ 93,915

$ 1,061,832

$ 2,939,382

$ 6,506

(53,847)

(256,907)

$ 93,915

$1,007,985

$ 2,682,475

$ 6,506

$ 87,707

$ 818,488

$ 2,635,740

$ 12,343

(45,909)

(209,233)

$ 772,579

$ 2,426,507

At June 30, 2008

Accounts receivable
Allowance for uncollectible amounts
Accounts receivable, net

$ 87,707

$12,343

The University’s other accounts receivable are primarily related to private grants and contracts, physicians’ professional
fees, investment sales, tuition and fees, auxiliary enterprises, insurance rebates and legal settlements.
The campus foundations’ accounts receivable are primarily related to investment income.
Adjustments to the allowance for doubtful accounts have either increased or (decreased) the following revenues for the
years ended June 30, 2009 and 2008:
(in thousands of dollars)
2009

Student tuition and fees
Grants and contracts:
Federal
State
Private
Local
Medical centers
Educational activities
Auxiliary enterprises
Other operating revenues
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$ (2,548)
(772)
(583)
(3,341)
(76)
(164,010)
(8,108)
(771)
191

2008

$

(370)
(366)
(789)
(135)
(48)
(118,939)
(13,830)
97
108

Retirement System Contribution
The state of California agreed to make contributions related to certain prior years to the University for UCRP in annual
installments over 30 years. During the years ended June 30, 2009 and 2008, under the terms of these agreements, the
state of California contributed $11.3 million each year, including interest at rates ranging from 8.0 percent to 8.5 percent.
At June 30, 2009 and 2008, the remaining amounts owed to UCRP by the state were $57.3 million and $63.3 million,
respectively. These amounts are recorded in the University’s statement of net assets as a receivable from the state of
California and as a liability owed to UCRP.
6. PLEDGES RECEIVABLE
The composition of pledges receivable at June 30, 2009 and 2008 is summarized as follows:
(in thousands of dollars)

Total pledges receivable outstanding
Less: Unamortized discount to present value
Allowance for uncollectible pledges
Total pledges receivable, net
Less: Current portion of pledges receivable
Noncurrent portion of pledges receivable

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

2009

2008

2009

2008

$ 102,649
(4,537)
(5,084)
93,028
(48,213)
$ 44,815

$ 116,287
(5,335)
(4,794)
106,158
(55,759)
$ 50,399

$ 534,752
(96,006)
(36,975)
401,771
(131,352)
$ 270,419

$ 516,058
(75,719)
(19,594)
420,745
(88,942)
$ 331,803

Future receipts under pledge agreements for each of the five fiscal years subsequent to June 30, 2009 and thereafter are as
follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA

Year Ending June 30

2010
2011
2012
2013
2014
2015-2019
Beyond 2019
Total payments on pledges receivable

$ 51,550
21,899
14,035
6,124
2,591
6,450

$ 149,179
94,884
50,455
33,532
19,719
23,247
163,736
$534,752

$102,649

Adjustments to the allowance for doubtful accounts associated with pledges have either increased or (decreased) the
following revenues for the years ended June 30, 2009 and 2008:
(in thousands of dollars)
2009

Private gifts
Capital gifts and grants

$ (4,984)
(9)

2008

$ 149
34
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7. NOTES AND MORTGAGES RECEIVABLE
Notes and mortgages receivable at June 30, 2009 and 2008, along with the allowance for uncollectible amounts, are as
follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

NONCURRENT
CURRENT

NOTES

MORTGAGES

TOTAL

CURRENT

NONCURRENT

TOTAL

At June 30, 2009

Notes and mortgages receivable
Allowance for uncollectible amounts
Notes and mortgages receivable, net

$ 34,113

$ 284,190

$ 28,068

$ 312,258

$ 16

$ 486

$ 502

(4,515)

(13,599)

(143)

(13,742)

$ 29,598

$ 270,591

$ 27,925

$ 298,516

$ 16

$486

$502

$ 36,948

$ 275,725

$ 22,971

$ 298,696

$ 32

$ 502

$ 534

(4,742)

(11,447)

(142)

(11,589)

$ 32,206

$ 264,278

$ 22,829

$ 287,107

$ 32

$502

$534

At June 30, 2008

Notes and mortgages receivable
Allowance for uncollectible amounts
Notes and mortgages receivable, net

8. DOE NATIONAL LABORATORY CONTRACTS
The University records a receivable from the DOE to the extent there is a liability on the University’s statement of net
assets related to a DOE laboratory. These receivables are attributable to operating liabilities associated with LBNL, such
as third-party vendor and employee-related liabilities. In addition, the University records a receivable from the DOE for
services the University may perform directly for LBNL, costs incurred in conjunction with the transition of the LANL
and LLNL contracts to the successor contractor, the DOE’s continuing financial obligation to the University for LANL’s,
LLNL’s and LBNL’s current and future pension costs, and the DOE’s continuing financial obligation to the University for
LBNL’s current and future retiree health benefit costs.
Receivables from the DOE at June 30, 2009 and 2008 are as follows:
(in thousands of dollars)
2009

2008

Vendor and employee-related operating costs
Performance of services and transition costs
Current portion of the DOE receivable

$ 83,212
12,246
$ 95,458

$ 66,374
16,178
$ 82,552

Retiree health costs
Noncurrent portion of the DOE receivable

$ 66,438
$ 66,438

$ 31,494
$ 31,494

Los Alamos National Security, LLC (LANS)
LANS operates and manages the DOE’s LANL. LANS’ current earnings or losses are dependent on the percentage of
base and incentive fees earned under the terms of the contract, offset by any unallowable or disallowed costs. While the
University has a 50 percent membership interest in LANS, its equity in the current earnings or losses is subject to certain
limitations and special allocations of both the fees and costs. As a result, the University’s equity in the current earnings
or losses may range from 17 to 50 percent. For the years ended June 30, 2009 and June 30, 2008, the University recorded
$15.6 million and $15.3 million, respectively, as its equity in the current earnings of LANS and received $14.8 million in
cash distributions in both years.
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Lawrence Livermore National Security, LLC (LLNS)
As of October 1, 2007, LLNS became the operator and manager of the DOE’s LLNL. LLNS’ current earnings or losses are
dependent on the percentage of base and incentive fees earned under the terms of the contract, offset by any unallowable
or disallowed costs. While the University has a 50 percent membership interest in LLNS, its equity in the current
earnings or losses is 36.3 percent. For the year ended June 30, 2009 and the nine-month period ended June 30, 2008,
the University recorded $12.0 million and $10.0 million, respectively, as its equity in the current earnings of LLNS and
received $13.8 million and $5.5 million in cash distributions, respectively.
9.

CAPITAL ASSETS

The University’s capital asset activity for the years ended June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
2007

ORIGINAL COST
Land
$ 615,015
Infrastructure
426,179
Buildings and improvements
17,125,032
Equipment
4,503,537
Libraries and collections
3,045,510
Special collections
266,153
Construction in progress
3,836,078
Capital assets, at original cost $ 29,817,504

2007

ADDITIONS

$

51,681
28,284
2,719,711
490,571
135,222
18,722
(835,527)
$ 2,608,664

Capital assets, net

$ 18,105,332

$

(2,390)
(336)
(33,876)
(296,124)

$ (332,726)

DEPRECIATION AND
AMORTIZATION

ACCUMULATED DEPRECIATION AND AMORTIZATION
Infrastructure
$ 184,810
$ 15,895
Buildings and improvements
6,417,727
581,528
Equipment
2,972,005
404,223
Libraries and collections
2,137,630
91,974
Accumulated depreciation
and amortization
$ 11,712,172
$ 1,093,620

2008

DISPOSALS

$

664,306
454,127
19,810,867
4,697,984
3,180,732
284,875
3,000,551
$ 32,093,442

2008

DISPOSALS

$

(397)
(19,301)
(285,866)

$ (305,564)

$

200,308
6,979,954
3,090,362
2,229,604

$ 12,500,228
$ 19,593,214

ADDITIONS

$

31,335
33,876
2,287,629
519,326
138,995
24,015
(125,668)
$ 2,909,508

$

16,058
669,466
402,562
109,318

$ 1,197,404

(1)
(2,727)
(13,189)
(286,373)
(12,028)
(1,753)

$ (316,071)

DEPRECIATION AND
AMORTIZATION

$

2009

DISPOSALS

$

695,640
485,276
22,085,307
4,930,937
3,307,699
307,137
2,874,883
$ 34,686,879

2009

DISPOSALS

$

(2,130)
(7,371)
(267,272)
(10,895)

$ (287,668)

$

214,236
7,642,049
3,225,652
2,328,027

$ 13,409,964
$ 21,276,915
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10. SELF-INSURANCE, OBLIGATIONS UNDER LIFE INCOME AGREEMENTS AND OTHER LIABILITIES
The University’s self-insurance and other liabilities, primarily employee leave and other compensated absences with
similar characteristics, contributions owed to UCRP by the state of California and accrued interest, at June 30, 2009 and
2008 are as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA

2009
CURRENT

Self-insurance programs
Obligations under life
income agreements
Other liabilities:
Compensated absences
UCRP
Accrued interest
Other
Total

2008
NONCURRENT

CURRENT

2009
NONCURRENT

$ 163,090

$ 434,924

$ 147,394

$ 449,347

876

$ 28,359

916

$ 31,074

416,631

$ 219,820
50,801

380,543

$ 208,763
57,303

62,055
197,789
$ 840,441

137,197
$ 407,818

60,637
249,799
$ 839,289

140,530
$ 406,596

CURRENT

2008
NONCURRENT

CURRENT

NONCURRENT

$ 18,488

$142,740

$ 23,688

$156,911

709
$19,197

$ 13,532
$ 13,532

851
$ 24,539

$ 14,134
$ 14,134

UCRP has an equivalent amount recorded as a contribution receivable from the University in its statement of fiduciary
net assets.

Self-Insurance Programs
The University is self-insured for medical malpractice, workers’ compensation, employee health care and general
liability claims. These risks are subject to various claim and aggregate limits, with excess liability coverage provided by
an independent insurer. Liabilities are recorded when it is probable a loss has occurred and the amount of the loss can
be reasonably estimated. These losses include an estimate for claims that have been incurred, but not reported. The
estimated liabilities are based upon an independent actuarial determination of the present value of the anticipated future
payments.
Changes in self-insurance liabilities for years ended June 30, 2009 and 2008 are as follows:
(in thousands of dollars)
MEDICAL
MALPRACTICE

WORKERS’
COMPENSATION

EMPLOYEE
HEALTH CARE

GENERAL
LIABILITY

TOTAL

Year Ended June 30, 2009

Liabilities at June 30, 2008
Claims incurred and changes in estimates
Claim payments
Liabilities at June 30, 2009
Discount rate

$ 188,660

$ 322,308

$ 6,773

$ 79,000

$ 596,741

39,675

56,735

49,898

43,344

189,652

(41,799)

(70,724)

(46,881)

(28,975)

(188,379)

$ 186,536

$ 308,319

$ 9,790

$ 93,369

$598,014

5.5%

5.0%

Undiscounted

4.5%

$ 179,589

$ 316,222

$ 4,158

$ 59,612

Year Ended June 30, 2008

Liabilities at June 30, 2007

$ 559,581

Claims incurred and changes in estimates

42,790

77,699

39,042

44,751

204,282

Claim payments

(33,719)

(71,613)

(36,427)

(25,363)

(167,122)

$188,660

$ 322,308

$ 6,773

$ 79,000

$ 596,741

5.5%

5.0%

Undiscounted

5.0%

Liabilities at June 30, 2008
Discount rate
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Obligations Under Life Income Agreements
Obligations under life income agreements represent trusts with living income beneficiaries where the University has
a residual interest. The investments associated with these agreements are recorded at their fair value. The discounted
present value of any income beneficiary interest is reported as a liability in the statement of net assets. Gifts subject to
such agreements are recorded as revenue, net of the income beneficiary share, at the date of the gift. Actuarial gains
and losses are included in other nonoperating income (expense) in the statement of revenues, expenses and changes in
net assets. Resources that are expendable upon maturity are classified as restricted, expendable net assets; all others are
classified as restricted, nonexpendable net assets.
Changes in current and noncurrent obligations under life income agreements for the years ended June 30, 2009 and 2008
are as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
ANNUITIES

LIFE BENEFICIARIES

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS
ANNUITIES

LIFE BENEFICIARIES

Year Ended June 30, 2009

Current portion at June 30, 2008
Reclassiﬁcation from noncurrent
Payments to beneﬁciaries
Current portion at June 30, 2009

$

403
1,761
(1,719)
$ 445

$

513
1,636
(1,718)
$ 431

$ 7,490
6,480
(7,346)
$ 6,624

$ 16,198
11,382
(15,716)
$ 11,864

Noncurrent portion at June 30, 2008
New obligations to beneﬁciaries and change in liability, net
Reclassiﬁcation to current
Noncurrent portion at June 30, 2009

$ 10,543
3,320
(1,761)
$12,102

$ 20,531
(2,638)
(1,636)
$ 16,257

$ 48,679
11,777
(6,480)
$ 53,976

$ 108,232
(8,086)
(11,382)
$ 88,764

Current portion at June 30, 2007
Reclassiﬁcation from noncurrent
Payments to beneﬁciaries
Current portion at June 30, 2008

$

372
1,455
(1,424)
$ 403

$

593
2,117
(2,197)
$ 513

$ 7,476
7,440
(7,426)
$ 7,490

$ 16,567
16,042
(16,411)
$ 16,198

Noncurrent portion at June 30, 2007
New obligations to beneﬁciaries and change in liability, net
Reclassiﬁcation to current
Noncurrent portion at June 30, 2008

$ 10,004
1,994
(1,455)
$10,543

$ 21,958
690
(2,117)
$ 20,531

$ 43,074
13,045
(7,440)
$ 48,679

$ 114,033
10,241
(16,042)
$108,232

Year Ended June 30, 2008
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Other Noncurrent Liabilities
Changes in other noncurrent liabilities for the years ended June 30, 2009 and 2008 are as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
COMPENSATED
ABSENCES

UCRP

UNIVERSITY OF
CALIFORNIA
CAMPUS
FOUNDATIONS

POLLUTION
REMEDIATION

OTHER

TOTAL

$ 97,919
4,049
(5,969)

$ 406,596
404,651
(403,429)

$ 14,134
2,280
(2,882)

Year Ended June 30, 2009

Liabilities at June 30, 2008
New obligations
Reclassiﬁcation to current
Liabilities at June 30, 2009

$ 208,763
398,547
(387,490)

$ 57,303
(6,502)

$ 42,611
2,055
(3,468)

$ 219,820

$50,801

$ 41,198

$ 95,999

$ 407,818

$13,532

$ 202,606
354,202
(348,045)

$ 63,316
(6,013)

$ 41,382
2,664
(1,435)

$ 85,861
23,675
(11,617)

$ 393,165
380,541
(367,110)

$ 34,488
(17,464)
(2,890)

$ 208,763

$ 57,303

$ 42,611

$ 97,919

$ 406,596

$ 14,134

Year Ended June 30, 2008

Liabilities at June 30, 2007
New obligations
Reclassiﬁcation to current
Liabilities at June 30, 2008

Payments are generally made from a variety of revenue sources, including state educational appropriations, grants and
contracts, auxiliary enterprises, endowment income or other revenue sources that support employees’ salaries.
Pollution remediation liabilities generally involve groundwater, soil and sediment contamination at certain sites where
state and other regulatory agencies have indicated the University is among the responsible parties. The liabilities are
revalued annually and may increase or decrease the cost or recovery from third parties, if any, as a result of additional
information that refines the estimates, or from payments made from revenue sources that support the activity. There
were no expected recoveries at June 30, 2009 reducing the pollution remediation liability.
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11. DEBT
The University directly finances the construction, renovation and acquisition of facilities and equipment through
the issuance of debt obligations or indirectly through structures that involve a separate limited liability corporation
(LLC). Commercial paper and bank loans provide for interim financing. Long-term financing includes revenue bonds,
certificates of participation, capital lease obligations and other borrowings.
The University’s outstanding debt at June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
WEIGHTED AVERAGE
INTEREST RATE

INTERIM FINANCING:
Commercial paper
LONG-TERM FINANCING:
University of California General Revenue Bonds
University of California Limited Project Revenue Bonds
University of California Multiple Purpose Projects Revenue Bonds
University of California Medical Center Pooled Revenue Bonds
University of California Medical Center Revenue Bonds
University of California Research Facilities Revenue Bonds
Adjusted by: Unamortized deferred ﬁnancing costs
Unamortized bond premium
University of California revenue bonds
Certiﬁcates of participation
Capital lease obligations
Other University borrowings
Student housing LLC revenue bonds, net
Total outstanding debt
Less: Commercial paper
Current portion of outstanding debt
Noncurrent portion of outstanding debt

4.9%
4.9%
4.9%
4.6%
5.2%

4.9%
4.0%

5.6%

INTEREST RATE
RANGE

0.2–0.5%

2009

1.6–5.8%
3.0–5.0%
3.0–5.8%
2.5–5.3%
3.0–5.5%

2010–2040
2010–2041
2009–2027
2010–2047
2009–2039

4.0%
0.0–10.0%
Various
4.0–6.0%

2009

MATURITY YEARS

2010
2009–2034
2010–2024
2010–2040

$

665,525
4,528,790
1,380,840
187,505
1,039,280
137,090

(77,071)
190,113
7,386,547
975
2,374,908
230,973
330,542
10,989,470
(665,525)
(466,905)
$ 9,857,040

2008

$

550,000

3,839,995
1,397,200
263,455
1,054,910
142,905
17,775
(89,396)
181,590
6,808,434
4,445
2,242,549
309,704
109,850
10,024,982
(550,000)
(546,461)
$ 8,928,521

Interest expense associated with financing projects during construction, along with any investment income earned
on bond proceeds during construction, is capitalized. Total interest expense during the years ended June 30, 2009 and
2008 was $445.5 million and $425.7 million, respectively. Interest expense totaling $89.6 million and $25.3 million
was capitalized during the years ended June 30, 2009 and 2008, respectively. The remaining $355.9 million in 2009 and
$400.4 million in 2008 are reported as interest expense in the statement of revenues, expenses and changes in net assets.
Investment income totaling $2.8 million and $10.0 million was capitalized during the years ended June 30, 2009 and
2008, respectively.
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Outstanding Debt Activity
The activity with respect to the University’s current and noncurrent debt, including the revenue bonds associated with
the student housing LLC, for the years ended June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
UNIVERSITY REVENUE
BONDS

CERTIFICATES OF
PARTICIPATION

CAPITAL LEASE
OBLIGATIONS

OTHER UNIVERSITY
BORROWINGS

STUDENT HOUSING
LLC REVENUE BONDS

TOTAL

Year Ended June 30, 2009

Current portion at June 30, 2008
Reclassiﬁcation from noncurrent
Reﬁnancing or prepayment of outstanding debt
Scheduled principal payments
Amortization of bond premium
Amortization of deferred ﬁnancing costs
Current portion at June 30, 2009

$ 181,610
258,674
(60,885)
(176,070)
(13,393)
7,946
$ 197,882

$ 2,175
2,270
(1,295)
(2,175)

$ 143,758
146,767

$

(149,984)

$ 218,255
90,080
(147,970)
(33,765)

Noncurrent portion at June 30, 2008
New obligations
Bond premium
Deferred ﬁnancing costs
Reclassiﬁcation to current
Noncurrent portion at June 30, 2009

663
907

$ 975

$ 140,541

$126,600

$

$ 6,626,824
794,220
21,916
4,379
(258,674)
$ 7,188,665

$ 2,270

$ 2,098,791
282,343

$ 91,449
103,004

$ 109,187
220,915
440

(2,270)
$
-

(146,767)
$ 2,234,367

(90,080)
$104,373

(907)
$ 329,635

Current portion at June 30, 2007
Reclassiﬁcation from noncurrent
Reﬁnancing or prepayment of outstanding debt
Scheduled principal payments
Amortization of bond premium
Amortization of deferred ﬁnancing costs
Current portion at June 30, 2008

$ 160,763
690,832
(512,465)
(152,780)
(11,690)
6,950
$ 181,610

$ 4,020
2,175

$ 125,321
146,571

$

(4,020)

(128,134)

$ 339,211
310,455
(357,529)
(73,882)

$ 2,175

$ 143,758

$218,255

$

Noncurrent portion at June 30, 2007
New obligations
Bond premium
Deferred ﬁnancing costs
Reclassiﬁcation to current
Noncurrent portion at June 30, 2008

$ 6,113,399
1,184,225
30,631
(10,599)
(690,832)
$ 6,626,824

$ 4,445

$ 1,884,177
361,185

$ 72,147
329,757

$ 109,849

(2,175)
$ 2,270

(146,571)
$ 2,098,791

(310,455)
$ 91,449

(662)
$ 109,187

(846)
(80)
263
907

$ 546,461
498,698
(210,150)
(362,840)
(13,473)
8,209
$ 466,905
$ 8,928,521
1,400,482
22,356
4,379
(498,698)
$ 9,857,040

Year Ended June 30, 2008

398
662
(580)
(80)
263
663

$ 629,713
1,150,695
(869,994)
(359,396)
(11,770)
7,213
$ 546,461
$ 8,184,017
1,875,167
30,631
(10,599)
(1,150,695)
$ 8,928,521

Commercial Paper
The University has available a commercial paper program with tax-exempt and taxable components. The program’s
liquidity is supported by available investments in STIP and TRIP. Commercial paper is collateralized by a pledge of the
revenues derived from the ownership or operation of the projects financed and constitute limited obligations of the
University. There is no encumbrance, mortgage or other pledge of property securing commercial paper and the paper
does not constitute general obligations of the University.
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Commercial paper outstanding, including interest rates, at June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
2009

Tax-exempt
Taxable
Total outstanding

2008

INTEREST RATES

OUTSTANDING

INTEREST RATES

OUTSTANDING

0.2–0.5%
0.3–0.4%

$ 488,995
176,530

1.2–1.9%
2.2–2.3%

$ 430,000
120,000

$ 665,525

$ 550,000

In July 2008, The Regents authorized an increase in the University’s Commercial Paper Program from $550.0 million to
$2.0 billion in order to reduce the number of bank line commitments, provide greater access to tax-exempt financing
and preserve flexibility for future interim financing needs. Commercial paper is issued in two series. The first series
of up to $1.5 billion, consisting of both tax-exempt and taxable components, may be issued for interim financing for
capital projects, interim financing of equipment, financing of working capital for the medical centers and other working
capital needs. The second series of up to $500 million of taxable commercial paper may be issued for standby or interim
financing for gift financed projects.
The expectation is that the University will continue to utilize available investments for liquidity support for the
Commercial Paper Program. Alternatively, the University may utilize a line of credit from an external bank.

University of California Revenue Bonds
Revenue bonds have financed various auxiliary, administrative, academic, medical center and research facilities of the
University. They generally have annual principal and semiannual interest payments, serial and term maturities, contain
sinking fund requirements and may have optional redemption provisions. Revenue bonds are not collateralized by any
encumbrance, mortgage, or other pledge of property, except pledged revenues, and do not constitute general obligations
of The Regents. Revenue bond indentures require the University to use the facilities in a way which will not cause the
interest on the tax-exempt bonds to be included in the gross income of the bondholders for federal tax purposes.
General Revenue Bonds are collateralized solely by General Revenues as defined in the Indenture. General Revenues are
certain operating and nonoperating revenues of the University consisting of gross student tuition and fees; facilities and
administrative cost recovery from contracts and grants; revenues from educational, auxiliary and other activities; and
other revenues, including unrestricted investment income. The General Revenue Bond indenture requires the University
to set rates, charges and fees each year sufficient for General Revenues to pay for the annual principal and interest on the
bonds and certain other financial covenants. General Revenues for the years ended June 30, 2009 and 2008 were $7.05
billion and $6.72 billion, respectively.
Limited Project Revenue Bonds are issued to finance auxiliary enterprises and are collateralized by a pledge consisting of
the sum of the gross revenues of the specific projects. The indenture requires the University to achieve the sum of gross
project revenues equal to 1.1 times debt service and maintain certain other financial covenants. Pledged revenues for the
years ended June 30, 2009 and 2008 were $349.6 million and $337.2 million, respectively.
Multiple Purpose Projects Revenue Bonds are collateralized by a pledge of the net revenues generated by the enterprises.
The Multiple Purpose Projects Revenue Bond indentures require the University to achieve net revenues after expenses
and requirements for senior lien indentures equal to 1.25 times debt service and maintain certain other financial
covenants. Pledged revenues for the years ended June 30, 2009 and 2008 were $471.8 million and $491.9 million,
respectively.
Medical Center Pooled Revenue Bonds are issued to finance the University’s medical center facilities and are
collateralized by a joint and several pledge of the gross revenues of all five of the University’s medical centers. Medical
center gross revenues are excluded from General Revenues. The Medical Center Pooled Revenue Bond indenture
requires the medical centers to set rates, charges and fees each year sufficient for the medical center gross revenues to pay
for the annual principal and interest on the bonds and certain other financial covenants. Gross revenues of the medical
centers for the years ended June 30, 2009 and 2008 were $5.57 billion and $4.98 billion, respectively.
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Medical Center Revenue Bonds have also financed certain facilities of the University’s five medical centers and are
collateralized by a pledge of the specific gross revenues associated with each medical center. The Medical Center Revenue
Bond indentures require each medical center to achieve debt service coverage of 1.1 times to 1.2 times (depending on the
indenture), set limitations on encumbrances, indebtedness, disposition of assets and transfer services, as well as maintain
certain other financial covenants.
Research Facilities Revenue Bonds are collateralized by a pledge of the University’s share of facilities and administrative
recoveries received on federal research grants and contracts. The Research Facilities Revenue Bond indentures require
the University to achieve debt service coverage of 1.25 times and maintain certain other financial covenants.
Generally, in accordance with the terms of the indentures, the pledge of General Revenues under General Revenue
Bonds are subordinate to the pledge of the University’s share of facilities and administrative cost recoveries received on
federal research grants and contracts under Research Facilities Revenue Bonds. The pledge of revenues under Limited
Project Revenue Bonds is subordinate to the pledge of revenues associated with General Revenue Bonds, but senior to
pledges under Multiple Purpose Projects Revenue Bonds, commercial paper agreements or bank loans. The pledge of
net revenues associated with projects financed with Multiple Purpose Projects Revenue Bonds is subordinate to General
Revenue Bonds and Limited Project Revenue Bonds, but senior to pledges under commercial paper agreements or bank
loans.
Medical Center gross revenues are not pledged for any purpose other than under the indentures for the Medical Center
Pooled Revenue Bonds, interest rate swap agreements and specific Medical Center Revenue Bonds. The pledge of
medical center revenues under Medical Center Pooled Revenue Bonds is subordinate to the specific Medical Center
Revenue Bonds. The pledge of medical center revenues for interest rate swap agreements may be at parity with or
subordinate to specific Medical Center Revenue Bonds and Medical Center Pooled Revenue Bonds.
All indentures permit the University to issue additional bonds as long as certain conditions are met.

2009 Activity
In March 2009, General Revenue Bonds totaling $794.2 million were issued to finance and refinance certain facilities
and projects of the University. Proceeds, including a bond premium of $21.9 million, were used to pay for project
construction and issuance costs and repay interim financing incurred prior to the issuance of the bonds, including
commercial paper of $474.3 million. Proceeds were also used to refund $45.8 million of outstanding Multiple Purpose
Projects Revenue Bonds, $15.1 million of Research Facilities Revenue Bonds and $1.3 million of certificates of
participation. The bonds mature at various dates through 2039 and have a weighted average interest rate of 5.2 percent.
The deferred premium will be amortized as a reduction to interest expense over the term of the bonds. The refunding
resulted in deferred financing costs of $1.6 million that will be amortized as interest expense over the remaining life of
the refunded bonds. Aggregate debt service payments were decreased by $308 thousand over the term of the bonds and
the University was able to obtain an economic gain of $2.1 million.
Subsequent Event
In August 2009, General Revenue Bonds totaling $1.32 billion, including $1.02 billion of taxable “Build America Bonds”
and $300.6 million of tax-exempt bonds, were issued to finance and refinance certain facilities and projects of the
University. Proceeds, including a bond premium of $20.0 million, were used to pay for project construction and issuance
costs and repay interim financing incurred prior to the issuance of the bonds, including commercial paper of $397.9
million. The bonds mature at various dates through 2043. The taxable bonds have a stated weighted average interest rate
of 5.9 percent and a net weighted average interest rate of 3.8 percent after the expected cash subsidy payment from the
United States Treasury equal to 35 percent of the interest payable on the taxable bonds. The tax-exempt bonds have a
weighted average interest rate of 5.1 percent. The deferred premium will be amortized as a reduction to interest expense
over the term of the bonds.
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2008 Activity
In July 2007, Medical Center Pooled Revenue Bonds totaling $197.0 million, $7.3 million with a fixed interest rate
and $189.8 million with a variable interest rate, were issued to refinance certain improvements to one of the medical
centers. Proceeds were used to refund $188.2 million of Medical Center Revenue Bonds. The bonds mature at various
dates through 2047. The fixed rate bonds have a weighted average interest rate of 4.3 percent. In connection with the
variable interest rate bonds, the University entered into interest rate swap agreements with a financial institution such
that the variable interest it pays to the bondholders matches the variable payments it receives from the interest rate swaps
resulting in a weighted average fixed interest rate of 4.7 percent paid to the swap counterparty. These swap transactions
do not result in any basis or tax risk to the University. The bonds and the related swap agreements mature at various
times through 2047 and the aggregate notional amount of the swaps matches the outstanding amount of the bonds
throughout the entire term of the bonds. Aggregate debt service payments on the refunded bonds increased by $152.6
million due to the extension of maturities over the next 40 years and the University was able to achieve an economic gain
of $1.5 million.
In October 2007, Limited Project Revenue Bonds totaling $415.4 million were issued to finance and refinance certain
auxiliary enterprises of the University. Proceeds, including a bond premium of $18.0 million, were used to pay for project
construction and issuance costs and repay interim financing incurred prior to the issuance of the bonds, including
commercial paper and bank loans totaling $333.0 million. The bonds mature at various dates through 2041 and have a
weighted average interest rate of 5.0 percent. The deferred premium will be amortized as a reduction to interest expense
over the term of the bonds.
In January 2008, General Revenue Bonds totaling $248.9 million were issued to finance and refinance certain facilities
and projects of the University. Proceeds, including a bond premium of $12.7 million, were used to pay for project
construction and issuance costs and repay interim financing incurred prior to the issuance of the bonds, including
commercial paper and bank loans of $219.5 million. The bonds mature at various dates through 2040 and have a
weighted average interest rate of 4.8 percent. The deferred premium will be amortized as a reduction to interest expense
over the term of the bonds.
In April 2008, Medical Center Pooled Revenue Bonds totaling $323.0 million, plus a bond premium of $10.6 million,
were issued to refinance certain improvements to another of its medical centers. Proceeds were used to refund $324.3
million of Medical Center Revenue Bonds and for a swap termination payment of $6.8 million. The bonds mature at
various dates through 2027 and have a weighted average interest rate of 4.9 percent. The deferred premium will be
amortized as a reduction to interest expense over the term of the bonds. Additional deferred costs of financing totaling
$11.8 million will be amortized as interest expense over the term of the bonds.

Interest Rate Swap Agreements
Objectives. As a means to lower the University’s borrowing costs, when compared against fixed-rate bonds at the time of
issuance, the University has entered into interest rate swap agreements in connection with certain variable-rate Medical
Center Pooled Revenue Bonds. Under each of the swap agreements, the University pays the swap counterparties a fixed
interest rate payment and receives a variable rate interest rate payment that effectively changes the University’s variable
interest rate bonds to synthetic fixed rate bonds.
Terms. The notional amount of the swaps matches the principal amounts of the associated bond issuance. The
University’s swap agreements contain scheduled reductions to outstanding notional amounts that match scheduled
reductions in the associated bond issuance.
The terms of the outstanding swaps and their fair values at June 30, 2009 are as follows:
(in thousands of dollars)
NOTIONAL
AMOUNT

EFFECTIVE
DATE

MATURITY
DATE

Pay ﬁxed; receive variable

$ 91,215

2007

2032

Pay 3.5897%; receive 58% of 1-Month LIBOR* + 0.48%

Pay ﬁxed; receive variable

189,775

2008

2047

Pay 4.6873%; receive 67% of 3-Month LIBOR* + 0.73%**

TYPE

Total

$ 280,990

TERMS

FAIR VALUE

$ (8,173 )
(39,931 )

COUNTERPARTY
CREDIT
RATING

A2 / A
Aa1 / A+

$ (48,104 )

* London Interbank Oﬀered Rate (LIBOR)
** Weighted average spread
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Fair Value. There is a risk that the fair value of a swap will become negative as a result of market conditions. Because
swap rates have changed since execution of the swaps, financial institutions have estimated the fair value using quoted
market prices when available or a forecast of expected discounted future net cash flows. The fair value of the interest
rate swaps is the estimated amount the University would have either (paid) or received if the swap agreements were
terminated on June 30, 2009.
Credit Risk. Although the University has entered into the interest rate swaps with creditworthy financial institutions,
there is credit risk for losses in the event of non-performance by counterparties or unfavorable interest rate movements.
The swap contracts with positive fair values are exposed to credit risk. The University faces a maximum possible loss
equivalent to the amount of the derivative’s fair value. Swaps with negative fair values are not exposed to credit risk.
There are no collateral requirements related to the swap with the $91.2 million notional amount. Depending on the fair
value related to the swap with the $189.8 million notional amount, the University may be entitled to receive collateral
from the counterparty to the extent the positive fair value exceeds $35.0 million, or be obligated to provide collateral to
the counterparty if the negative fair value of the swap exceeds $50.0 million. At June 30, 2009, the University had not
provided collateral to the counterparty, nor received collateral from the counterparty.
Basis Risk. There is a risk that the basis for the variable payment received will not match the variable payment on the
bonds that exposes the University to basis risk whenever the interest rates on the bonds are reset. The interest rate on the
bonds is a tax-exempt interest rate, while the basis of the variable receipt on the interest rate swaps is taxable. Tax-exempt
interest rates can change without a corresponding change in the LIBOR rate due to factors affecting the tax-exempt
market which do not have a similar effect on the taxable market. However, there is no basis or tax risk related to the swap
with the $189.8 million notional amount since the variable rate the University pays to the bond holders matches the
variable rate payments received from the swap counterparty.
Termination Risk. There is termination risk for losses in the event of non-performance by counterparties in an adverse
market resulting in cancellation of the synthetic interest rate and returning the interest rate payments to the variable
interest rates on the bonds. In addition, depending on the agreement, certain swaps may be terminated if credit quality
ratings, as issued by Moody’s or Standard & Poor’s, fall below certain thresholds. For the swap with the $91.2 notional
amount, the termination threshold is reached when credit quality ratings for either the underlying Medical Center
Pooled Revenue Bonds or the swap counterparty fall below either Baa2 /BBB. For the swap with the $189.8 notional
amount, the termination threshold is reached when credit quality ratings for the underlying Medical Center Pooled
Revenue Bonds fall below Baa3/BBB, or the swap counterparty’s ratings fall below Baa1/BBB+. At termination, the
University may also owe a termination payment if there is a realized loss based on the fair value of the swap.
The University’s counterparty in the interest rate swap agreement with a notional amount of $189.8 million was Lehman
Brothers Special Financing Inc. on June 30, 2008. The guarantor was Lehman Brothers Holdings Inc. In September
2008, Lehman Brothers Holdings Inc. filed for bankruptcy under Chapter 11 of the U.S. Bankruptcy Code. In October
2008, Lehman Brothers Special Financing Inc. filed for bankruptcy under Chapter 11 of the U.S. Bankruptcy Code.
As a result, in October 2008, the University terminated its existing swap agreement and substituted a new interest
rate swap agreement with a new counterparty with identical economic terms, with the exception of certain additional
collateral requirements. In conjunction with the swap termination, the University received $31.3 million from the
new counterparty and made a termination payment of $25.3 million to Lehman Brothers Special Financing Inc. These
payments were recorded as deferred costs of financing and will be amortized as interest expense over the term of the
bonds.
The University’s counterparty in the interest rate swap agreement with a notional amount of $91.2 million was Merrill
Lynch Capital Services, Inc. on June 30, 2008. In January 2009, Bank of America Corporation completed its acquisition
of Merrill Lynch & Co.
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As rates vary, variable-rate bond interest payments and net swap payments will vary. Although not a prediction by the
University of the future interest cost of the variable rate bonds or the impact of the interest rate swaps, using rates as of
June 30, 2009, combined debt service requirements of the variable-rate debt and net swap payments are as follows:
(in thousands of dollars)
VARIABLE-RATE BONDS
PRINCIPAL

INTEREST

2,605
2,695
2,800
2,895
3,000
16,735
26,895
44,065
41,725
31,580
61,605
44,390
$ 280,990

$ 2,615
2,611
2,608
2,604
2,600
12,934
12,771
11,790
10,283
8,494
5,651
1,246
$ 76,207

INTEREST RATE
SWAP, NET

TOTAL
PAYMENTS

Year Ending June 30

2010
2011
2012
2013
2014
2015–2019
2020–2024
2025–2029
2030–2034
2035–2039
2040–2044
2045–2047
Total

$

$

9,042
8,965
8,886
8,804
8,719
42,201
39,442
33,952
26,682
21,091
13,857
3,028
$ 224,669

$ 14,262
14,271
14,294
14,303
14,319
71,870
79,108
89,807
78,690
61,165
81,113
48,664
$581,866

Certiﬁcates of Participation
Certificates of participation have been issued to finance buildings and equipment under lease agreements. The certificates
are collateralized by buildings and equipment. A portion of the rental payments is provided to the University by a state
of California financing appropriation of $4.5 million and $3.8 million for the years ended June 30, 2009 and 2008,
respectively. All rental payments, including those from any lawfully available cash of The Regents, have been pledged and
assigned to a trustee by the lessor.
Capital Leases
The University has entered into lease-purchase agreements with the state of California that are recorded as capital leases.
The state sells lease revenue bonds to finance construction of certain state-owned buildings to be used by the University.
During the construction phase, the University acts as agent for the state. Bond proceeds remain on deposit with the state,
as trustee, until the University is reimbursed as the project is constructed.
Upon completion, the buildings and equipment are leased to the University under terms and amounts that are sufficient
to satisfy the state’s lease revenue bond requirements with the understanding that the state will provide financing
appropriations to the University to satisfy the annual lease requirements. At the conclusion of the lease term, ownership
transfers to the University.
The University entered into lease-purchase agreements with the state totaling $206.8 million and $302.6 million during
the years ended June 30, 2009 and 2008, respectively, to finance the construction of various University projects.
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The state of California financing appropriation to the University under the terms of the lease-purchase agreements,
recorded as nonoperating revenue, for the years ended June 30, 2009 and 2008 was $156.6 million and $160.0 million,
respectively. The scheduled principal and interest, including accrued interest, reported in the University’s financial
statements for the years ended June 30, 2009 and 2008 contain amounts related to these lease-purchase agreements with
the state of California as follows:
(in thousands of dollars)

Capital lease principal
Capital lease interest
Total

2009

2008

$ 96,658
106,166
$ 202,824

$ 77,987
88,983
$166,970

Capital leases entered into with other lessors, typically for equipment, totaled $76.2 million and $58.6 million for the
years ended June 30, 2009 and 2008, respectively.

Other University Borrowings
Other University borrowings consist of contractual obligations resulting from the acquisition of land or buildings and
the construction and renovation of certain facilities.
The University may use uncollateralized bank lines of credit with commercial banks to supplement commercial paper
and to provide interim financing for buildings and equipment. Line of credit commitments, with various expiration dates
through June 30, 2013, totaled $1.07 billion at June 30, 2009. Outstanding borrowings under these bank lines totaled
$118.0 million and $115.3 million at June 30, 2009 and 2008, respectively.
The state of California may provide interim loans to the University for certain facilities to be financed through their
future issuance of lease revenue bonds. The interim loans are repaid from the bond proceeds. There were no outstanding
interim loans at June 30, 2009. Outstanding interim loans from the state, classified in the current portion of long-term
debt in the University’s statement of net assets, totaled $102.2 million at June 30, 2008.

Student Housing LLC Revenue Bonds
The University has entered into ground leases with a legally separate, non-profit corporation that develops and owns
student housing projects and related amenities and improvements on a University campus through the use of a singleproject limited liability corporation (LLC). The LLC manages the premises. The University’s reversionary interest in the
land is not subordinated. All costs associated with the ownership, operation and management of the improvements are
the obligation of the LLC. Student rental rates are established in order to provide for operating expenses and maintain
the required debt service coverage ratios. The University is not responsible for any payments related to the ownership,
operation or financing of the student housing. However, under GASB requirements, the financial position and operating
results of this legally separate organization are incorporated into the University’s financial reporting entity.
The LLC, through its conduit issuer, issued Student Housing LLC Revenue Bonds to finance the construction of the
student housing facility. The bonds generally have annual principal and semiannual interest payments, serial and term
maturities, certain sinking fund requirements and optional redemption provisions. They are not collateralized by any
encumbrance, mortgage or other pledge of property, except pledged revenues of the student housing project, and do not
constitute general obligations of The Regents.
In July 2008, the LLC, through its conduit issuer, issued additional Student Housing LLC Revenue Bonds totaling
$220.9 million. Proceeds, including a bond premium of $500 thousand, are available to finance the construction of a
new student housing project and related amenities and improvements. The bonds mature at various dates through 2040
and have a weighted average interest rate of 5.9 percent. They generally have annual principal and semiannual interest
payments, serial and term maturities, certain sinking fund requirements and optional redemption provisions. They are
not collateralized by any encumbrance, mortgage or other pledge of property, except pledged revenues of the student
housing project, and do not constitute general obligations of The Regents.
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Future Debt Service
Future debt service payments for each of the five fiscal years subsequent to June 30, 2009 and thereafter are as follows:
(in thousands of dollars)
CAPITAL LEASES
COMMERCIAL
PAPER

UNIVERSITY
REVENUE BONDS

CERTIFICATES OF
PARTICIPATION

STATE

OTHER

OTHER
UNIVERSITY
BORROWINGS

STUDENT
HOUSING LLC
REVENUE BONDS

$ 132,069
54,610
23,081
16,314
7,278
10,102
816

$ 19,549
19,762
22,340
21,589
22,280
118,619
120,019
120,030
120,022
112,474
16,446

TOTAL
PAYMENTS

PRINCIPAL

INTEREST

Year Ending June 30

2010
2011
2012
2013
2014
2015–2019
2020–2024
2025–2029
2030–2034
2035–2039
2040–2044
2045–2047
Total future
debt service

$ 665,715

$

546,074
551,607
561,036
559,163
557,236
2,609,443
2,340,280
1,984,172
1,651,555
1,114,228
273,749

$ 1,014

$ 197,284
199,291
199,260
199,319
199,233
869,739
721,523
485,428
237,091

$ 57,483
48,963
38,927
28,905
62,429
16,829
3,490
2,295

124,156

$ 1,619,188 $ 1,127,705 $ 491,483
874,233
404,367
469,866
844,644
391,514
453,130
825,290
389,251
436,039
848,456
431,810
416,646
3,624,732
1,817,373
1,807,359
3,186,128
1,830,201
1,355,927
2,591,925
1,661,855
930,070
2,008,668
1,469,070
539,598
1,226,702
1,006,000
220,702
290,195
236,335
53,860
124,156

665,715

12,872,699

1,014

3,308,168

259,321

244,270

713,130

(190 )

(5,599,194 )

(39 )

(1,162,303 )

(30,278 )

(13,297 )

(379,970 )

(7,185,271 )

Principal
portion of
future payments 665,525

7,273,505

975

2,145,865

229,043

230,973

333,160

10,879,046

Less: Interest
component of
future payments

113,565

10,591

18,064,317 $ 10,879,046 $ 7,185,271

Adjusted by:
Unamortized
deferred
ﬁnancing costs

(77,071 )

(5,364 )

(82,435 )

Unamortized
bond premium

190,113

2,746

192,859

$ 330,542

$ 10,989,470

Total debt

$ 665,525

$ 7,386,547

$ 975

$ 2,145,865

$ 229,043

$ 230,973

Long-term debt does not include $1.07 billion and $1.39 billion of defeased liabilities at June 30, 2009 and 2008,
respectively. Investments that have maturities and interest rates sufficient to fund retirement of these liabilities are being
held in irrevocable trusts for the debt service payments. Neither the assets of the trusts nor the outstanding obligations
are included in the University’s statement of net assets.

99

12. THE UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM (UCRS)
Most University employees participate in UCRS. UCRS consists of the University of California Retirement Plan, a
single employer, defined benefit plan funded with University and employee contributions; the University of California
Retirement Savings Program that includes four defined contribution plans with options to participate in internally and
externally managed investment portfolios generally funded with employee non-elective and elective contributions; and
the California Public Employees’ Retirement System (PERS) Voluntary Early Retirement Incentive Program (PERS–
VERIP), a defined benefit plan for University employees who were members of PERS who elected early retirement. The
Regents has the authority to establish and amend the benefit plans.
Condensed financial information related to each plan in UCRS for the years ended June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
RETIREMENT PLAN
2009

UNIVERSITY OF CALIFORNIA
RETIREMENT SAVINGS PROGRAM

2008

2009

2008

UNIVERSITY OF CALIFORNIA
PERS–VOLUNTARY EARLY
RETIREMENT INCENTIVE PLAN
2009

TOTAL

2008

2009

2008

CONDENSED STATEMENT OF PLANS’ FIDUCIARY NET ASSETS
Investments at fair value
Participants’ interest in
mutual funds
Investment of cash collateral
Other assets

$ 32,709,694

$ 42,092,691

$ 9,585,015

$ 10,362,657

$ 58,014

$ 76,821

$ 42,352,723

$ 52,532,169

6,596,311
818,983

7,985,216
742,520

2,923,695
3,742,295
143,069

3,772,901
4,162,266
145,543

11,679
1,260

14,590
1,109

2,923,695
10,350,285
963,312

3,772,901
12,162,072
889,172

40,124,988
6,619,824
1,246,622

50,820,427
8,028,770
768,495

16,394,074
3,755,636
155,387

18,443,367
4,180,415
178,908

70,953
11,721
2,291

92,520
14,669
1,515

56,590,015
10,387,181
1,404,300

69,356,314
12,223,854
948,918

Total assets
Collateral held for securities lending
Other liabilities
Total liabilities
Net assets held in trust

7,866,446

8,797,265

3,911,023

4,359,323

14,012

16,184

11,791,481

13,172,772

$ 32,258,542

$ 42,023,162

$12,483,051

$14,084,044

$ 56,941

$ 76,336

$ 44,798,534

$ 56,183,542

$

$ 1,037,898

CONDENSED STATEMENT OF CHANGES IN PLANS’ FIDUCIARY NET ASSETS
Contributions
Net depreciation in fair
value of investments
Investment and other income, net
Total additions (reductions)
Beneﬁt payment and
participant withdrawals
Plan expense (surplus)
Transfer of assets to the LLNS
deﬁned beneﬁt plan
Total deductions
Decrease in net assets
held in trust

$

1,754

$

4,048

$

927,230

$ 1,033,850

928,984

(9,022,624 )
1,117,720

(3,996,828 )
1,403,039

(2,285,781 )
392,415

(975,920 )
482,030

$ (16,364 )
1,966

$ (7,207 )
2,515

(11,324,769 )
1,512,101

(4,979,955 )
1,887,584

(7,903,150)

(2,589,741)

(966,136)

539,960

(14,398)

(4,692)

(8,883,684)

(2,054,473)

1,829,017
32,453

1,888,679
36,557

630,889
3,968

910,365
(969 )

4,988
9

5,114
7

2,464,894
36,430

2,804,158
35,595

1,861,470

3,492,445

634,857

909,396

4,997

5,121

2,501,324

4,406,962

(9,764,620)

(6,082,186)

(1,600,993)

(369,436)

(19,395)

(9,813)

(11,385,008)

(6,461,435)

1,567,209

1,567,209

Net assets held in trust
Beginning of year
End of year

42,023,162

48,105,348

14,084,044

14,453,480

76,336

86,149

56,183,542

62,644,977

$ 32,258,542

$ 42,023,162

$12,483,051

$14,084,044

$ 56,941

$ 76,336

$ 44,798,534

$ 56,183,542

Additional information on the retirement plans can be obtained from the 2008-2009 annual reports of the University of
California Retirement Plan, the University of California Retirement Savings Program and the University of California
PERS–VERIP.
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University of California Retirement Plan
The University of California Retirement Plan (UCRP) provides lifetime retirement income, disability protection, death
benefits and pre-retirement survivor benefits to eligible employees of the University of California and its affiliates.
Membership in the retirement plan is required for all employees appointed to work at least 50 percent time for an
indefinite period or for a definite period of a year or more. An employee may also become eligible by completing 1,000
hours of service within a 12-month period. Generally, five years of service are required for entitlement to plan benefits.
The amount of the pension benefit is determined by salary rate, age and years of service credit with certain cost of living
adjustments. The maximum monthly benefit is 100 percent of the employee’s highest average compensation over a
consecutive 36-month period, subject to certain limits imposed under the Internal Revenue Code.
The University’s membership in UCRP consisted of the following at July 1, 2008, the date of the latest actuarial valuation:
CAMPUSES AND
MEDICAL CENTERS

Retirees and beneﬁciaries receiving beneﬁts
Inactive members entitled to, but not yet receiving beneﬁts
Active members:
Vested
Nonvested
Total active members
Total membership

DOE NATIONAL
LABORATORIES

UNIVERSITY OF
CALIFORNIA

37,722
49,599

12,329
14,875

50,051
64,474

62,234
49,458
111,692

1,663
670
2,333

63,897
50,128
114,025

199,013

29,537

228,550

Contribution Policy
The Regents’ contribution policy provides for actuarially determined contributions at rates that maintain the Plan on an
actuarially sound basis. The contribution rate is determined using the entry age normal actuarial funding method. The
significant actuarial assumptions used to compute the actuarially determined contribution are the same as those used to
compute the actuarial accrued liability.
The rates for contributions as a percentage of covered payroll are determined annually pursuant to The Regents’
contribution policy and based on recommendations of the consulting actuary. The Regents determines the portion of the
total contribution to be made by the University and by the employees. Employee contributions by represented employees
are subject to collective bargaining agreements. During the years ended June 30, 2009 and 2008, there were no required
University or employee contributions other than for service credit buybacks.
LBNL is required to make employer and employee contributions in conformity with The Regents’ contribution policy. In
addition, under certain circumstances the University makes contributions to UCRP in behalf of LANL and LLNL retirees
based upon a contractual arrangement with the DOE designed to maintain the 100 percent funded status of the LANL
and LLNL segments within UCRP, and is reimbursed by the DOE.
Employee contributions to UCRP are accounted for separately and currently accrue interest at 6.0 percent annually.
Upon termination, members may elect a refund of their contributions plus accumulated interest; vested terminated
members who are eligible to retire may also elect monthly retirement income or a lump sum equal to the present value of
their accrued benefits.

UCRP Beneﬁts and Obligation to UCRP
The University’s annual UCRP benefit expense is independently calculated for the campuses and medical centers and
the DOE laboratories based upon the actuarially determined annual required contributions. The annual required
contribution represents the level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year
and amortize unfunded actuarial liabilities or surplus over a period of up to 30 years.
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The University’s annual UCRP benefit expense for the year and related information for the years ended June 30, 2009 and
2008, segregated between the University and the DOE responsibility, is as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

2009

Actuarial valuation date
Annual required contribution
Interest on obligation to UCRP
Adjustment to annual required contribution
Annual UCRP cost
University contributions to UCRP
Increase in obligation to UCRP
Obligation to UCRP
Beginning of year
End of year

DOE NATIONAL
LABORATORIES

2008

2009

UNIVERSITY OF CALIFORNIA

2008

2009

2008

July 1, 2008

July 1, 2007

July 1, 2008

July 1, 2007

July 1, 2008

July 1, 2007

$ 69,138

$ 2,622

$ 12

$ 11

$ 69,150

$ 2,633

69,138
(442)
68,696

2,622
(2,622)
-

12
(12)
-

11
(11)
-

69,150
(454)
68,696

2,633
(2,633)
-

$ 68,696

-

$ -

$ -

$ 68,696

$

-

$ 12

$ 11

$

$

11

$

UCRP beneﬁt reimbursement from
the DOE during the year

12

The annual UCRP benefit cost, percentage of the annual UCRP benefit cost contributed to UCRP, and the net obligation
to UCRP for the University for the year ended June 30, 2009 and the preceding years are as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

DOE NATIONAL
LABORATORIES

UNIVERSITY
OF CALIFORNIA

Annual UCRP beneﬁt cost:
June 30, 2009
June 30, 2008
June 30, 2007

$ 69,138
2,622
6,359

$

12
11
17,575

$ 69,150
2,633
23,934

Percentage of annual cost contributed:
June 30, 2009
June 30, 2008
June 30, 2007

0.6%
100.0%
100.0%

100.0%
100.0%
100.0%

0.7%
100.0%
100.0%

Net obligation to UCRP:
June 30, 2009
June 30, 2008
June 30, 2007

$ 68,696
-

$

$ 68,696
-

-

Funded Status
Actuarial valuations represent a long-term perspective and involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. The projection of benefits does not
explicitly incorporate the potential effects of the results of collective bargaining discussions on the contribution rate.
Actuarially determined amounts are subject to periodic revisions as actual results are compared with past expectations
and new estimates are made about the future.
All assets of UCRP are available to pay any member’s benefit. However, assets and liabilities for the campus and medical
center segment of UCRP are internally tracked separately from the DOE national laboratory segments of UCRP.
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The funded status of UCRP as of July 1, 2008 was as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

DOE NATIONAL
LABORATORIES

UNIVERSITY OF
CALIFORNIA

Actuarial value of plan assets
Actuarial accrued liability
Excess actuarial value of assets

$ 35,496,354
(34,340,516)
$ 1,155,838

$ 8,231,167
(8,127,226)
$ 103,941

$ 43,727,521
(42,467,742)
$ 1,259,779

Funded ratio
Covered payroll
Excess actuarial value of assets as a percentage of covered payroll

103.4%
$ 7,245,447
16.0%

101.3%
$ 204,349
50.9%

103.0%
$ 7,449,796
16.9%

The Regents utilizes asset allocation strategies that are intended to optimize investment returns over time in accordance
with investment objectives and at acceptable levels of risk. However, the financial markets, both domestically and
internationally, have deteriorated over the past year. The fair value of investments held by UCRP declined subsequent to
July 1, 2008. The actuarial value of plan assets also declined. As a result, the funded ratio as of the July 1, 2009 actuarial
valuation for the campuses and medical centers as well as the DOE laboratories is expected to be approximately 94.8
percent.
The schedule of funding progress, presented as required supplementary information following the notes to the financial
statements, includes multi-year trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions
Projections of benefits for financial reporting purposes are based upon the plan as understood by the University and
plan members, and include the types of benefits provided at the time of each valuation and the historical cost pattern of
sharing of benefit costs between the University and plan members to that point. The actuarial methods and assumptions
used included techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.
Significant actuarial methods and assumptions used in the valuation were:
•

assumed return on investment of 7.5 percent per year;

•

projected salary increases ranging from 4.35–7.0 percent per year;

•

projected inflation at 3.5 percent;

•

Entry Age Normal actuarial cost method;

•

future life expectancy based upon recent group mortality experience; and

•

assumed retirement ages, employee turnover and disability rates based on actual plan experience
and future expectations for campuses, medical centers and LBNL.

The actuarial value of assets was determined by smoothing the effect of short-term volatility in the fair value
of investments over a five-year period. The actuarial value of assets in excess of the actuarial accrued liability is
being amortized as a level percentage of projected payroll on an open basis. The remaining amortization period at
July 1, 2008 for campuses and medical centers, the DOE national laboratories and total UCRP was one, three and one
year, respectively.
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University of California Retirement Savings Program
The University of California Retirement Savings Program includes four defined contribution plans providing retirement
savings incentives that are generally available to all University employees. Participants’ interests in the plans are fully
and immediately vested and are distributable at retirement, termination of employment or death. Participants may also
elect to defer distribution of the account until age 70 ½ or separation from service after age 70 ½, whichever is later, in
accordance with Internal Revenue Code minimum distribution requirements. The plans also accept qualified rollover
contributions.
Deﬁned Contribution Plans
The Defined Contribution Plan (DC Plan) accepts both after-tax and pretax employee contributions that are fully vested.
Pretax contributions are mandatory for all employees who are members of UCRP, as well as Safe Harbor participants—
part-time, seasonal and temporary employees who are not covered by Social Security. For UCRP members, monthly
employee contributions range from approximately 2.0 percent to 4.0 percent of covered wages depending upon whether
wages are below or above the Social Security wage base. For Safe Harbor participants, monthly employee contributions
are 7.5 percent of covered wages.
The University has a provision for matching employer and employee contributions to the DC Plan for certain summer
session teaching or research compensation for eligible academic employees. The University may also make contributions
in behalf of certain members of management. Employer contributions to the DC Plan were $5.3 million and $5.8 million
for the years ended June 30, 2009 and 2008, respectively.
The University established a Supplemental Defined Contribution Plan (SDC Plan) on January 1, 2009 to accept employer
contributions in behalf of certain designated employees. Employer contributions are fully vested and there is no
provision for employee contributions. Employer contributions to the SDC Plan were $42.4 thousand for the year ended
June 30, 2009.

Tax Deferred 403(b) Plan
The University’s Tax Deferred 403(b) Plan (403(b) Plan) accepts pretax employee contributions. The University may also
make contributions in behalf of certain members of management. Employer contributions to the 403(b) Plan were $2.2
million and $2.3 million for the years ended June 30, 2009 and 2008, respectively.
457(b) Deferred Compensation Plan
The University’s 457(b) Deferred Compensation Plan (457(b) Plan) accepts pretax employee contributions. The
University may also make contributions in behalf of certain members of management. There were no employer
contributions to the 457(b) Plan for the years ended June 30, 2009 and 2008.
Participants in the DC Plan, the SDC Plan, the 403(b) Plan and the 457(b) Plan may direct their elective and nonelective
contributions to investment funds managed by the Chief Investment Officer. They may also invest account balances in
certain mutual funds. The participants’ interest in mutual funds is shown separately in the statement of plans’ fiduciary
net assets.

University of California PERS–VERIP
The University of California PERS–VERIP is a defined benefit pension plan providing lifetime supplemental retirement
income and survivor benefits to UC–PERS members who elected early retirement under provisions of the plan.
The University contributed to PERS in behalf of these UC–PERS members. At July 1, 2008 there are 733 retirees or
beneficiaries receiving benefits under this voluntary early retirement program.
The University and the DOE laboratories previously made contributions to the plan sufficient to maintain the promised
benefits. The annual required contribution, net obligation to PERS–VERIP and any changes or adjustments to that
obligation are all zero for the years ending June 30, 2009, 2008 and 2007.
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13. RETIREE HEALTH BENEFIT COSTS AND OBLIGATIONS
The University administers single-employer health and welfare plans to provide health and welfare benefits, primarily
medical, dental and vision, to eligible retirees and their eligible family members (retirees) of the University of California
and its affiliates. The Regents has the authority to establish and amend the plans. Additional information can be obtained
from the 2008–2009 annual report of the University of California Health and Welfare Program.
Membership in UCRP is required to become eligible for retiree health benefits. Participation in the retiree health benefit
plans consisted of the following at July 1, 2008, the date of the latest actuarial valuation:

Retirees who are currently receiving beneﬁts
Employees who may receive beneﬁts at retirement
Total membership

CAMPUSES AND
MEDICAL CENTERS

LBNL

UNIVERSITY OF
CALIFORNIA

31,473
113,083
144,556

1,660
2,693
4,353

33,133
115,776
148,909

Contribution Policy
The contribution requirements of the University and eligible retirees are established and may be amended by the
University. The contribution requirements are based upon projected pay-as-you-go financing. University and retiree
contributions toward premiums made under purchased plan arrangements are determined by applying the health
plan contract rates across the number of participants in the respective plans. Premium rates for the self-insured plan
contributions are set by the University based upon a trend analysis of the historic cost, utilization, demographics and
administrative expenses to provide for the claims incurred and the actuarially determined level of incurred but not
reported liability.
Contributions toward medical and dental benefits are shared between the University and the retiree. Contributions
toward wellness benefits are made by the University. The University does not contribute toward the cost of other benefits
available to retirees. Retirees employed by the University prior to 1990 and not rehired after that date are eligible for the
University’s maximum contribution if they retire before age 55 and have at least 10 years of service, or if they retire at age
55 or later and have at least five years of service. Retirees employed by the University after 1989 are subject to graduated
eligibility provisions that generally require 10 years of service before becoming eligible for 50 percent of the maximum
University contribution, increasing to 100 percent after 20 years of service.
Active employees do not make any contributions toward the retiree health benefit plans. Retirees pay the excess, if any, of
the premium over the applicable portion of the University’s contribution.
In addition to the explicit University contribution provided to retirees, there is an “implicit subsidy”. The gross premiums
for members that are not currently eligible for Medicare benefits are the same for active employees and retirees, based
on a blend of their health costs. Retirees, on average, are expected to have higher health care costs than active employees.
This is primarily due to the older average age of retirees. Since the same gross premiums apply to both groups, the
premiums paid for active employees by the University are subsidizing the premiums for retirees. This effect is called the
implicit subsidy. The implicit subsidy associated with retiree health costs paid during the past year is also considered to
be a contribution from the University.
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Retiree Health Beneﬁt Expense and Obligation for Retiree Health Beneﬁts
The University’s retiree health benefit expense is independently calculated for the campuses and medical centers and
LBNL based upon the actuarially determined annual required contribution. The annual required contribution represents
the level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize unfunded
actuarial liabilities over a period of up to 30 years.
The University’s annual retiree health benefit expense and related information for the years ended June 30, 2009 and
2008, segregated between the University and the DOE responsibility, is as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

LBNL

2008

July 1, 2008

July 1, 2007

July 1, 2008

July 1, 2007

July 1, 2008

July 1, 2007

Annual required contribution
$ 1,550,432
Interest on obligations for retiree health beneﬁts
59,770
Adjustment to annual required contribution
(108,265)
Annual retiree health beneﬁt cost
1,501,937
University contributions:
To UCRHBT
(234,428)
To healthcare insurers and administrators
Implicit subsidy
(44,079)
Total contributions
(278,507)
Increase in obligations for retiree health beneﬁts 1,223,430
Obligations for retiree health beneﬁts
Beginning of year
1,087,260
End of year
$ 2,310,690

$ 1,355,362

$ 50,031
1,732
(3,138)
48,625

$ 44,426

$ 1,399,788

44,426

$ 1,600,463
61,502
(111,403)
1,550,562

(43,036)
(268,102)
1,087,260

(11,441)
(2,240)
(13,681)
34,944

(10,548)
(2,384)
(12,932)
31,494

(234,428)
(11,441)
(46,319)
(292,188)
1,258,374

(225,066)
(10,548)
(45,420)
(281,034)
1,118,754

$1,087,260

31,494
$ 66,438

$ 31,494

1,118,754
$ 2,377,128

$1,118,754

Retiree health care reimbursement from
the DOE during the year

$ 11,441

$ 10,548

$

11,441

$

10,548

DOE receivable for obligations for retiree health beneﬁts
Noncurrent
Total

$ 66,438
$ 66,438

$ 31,494
$ 31,494

$
$

66,438
66,438

$
$

31,494
31,494

Actuarial valuation date

1,355,362

2009

UNIVERSITY OF CALIFORNIA

2009

2008

2009

(225,066)

2008

1,399,788

University payments directly to health care insurers and administrators under the University’s retiree health plans for
retirees who previously worked at LLNL were $12.0 million for the period from July 1, 2007 through September 30, 2007,
the date the University’s contract to manage and operate LLNL expired. The DOE reimbursed the University for these
payments. As of June 30, 2008, the University had no remaining obligation for LLNL retiree health benefit costs.
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Excluding the activity for the period from July 1, 2007 through September 30, 2007 related to LLNL, the annual retiree
health benefit cost, percentage of the annual retiree health benefit cost contributed to the retiree health benefit plan, and
the net obligation for retiree health benefits for the University for the years ended June 30, 2009 and 2008 are as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

Annual retiree health beneﬁt cost:
June 30, 2009
June 30, 2008

DOE NATIONAL
LABORATORIES

UNIVERSITY
OF CALIFORNIA

$ 1,501,937
1,355,362

$ 48,625
44,426

$ 1,550,562
1,399,788

18.5%
19.8%

28.1%
29.1%

18.8%
20.1%

$ 2,310,690
1,087,260

$ 66,438
31,494

$ 2,377,128
1,118,754

Percentage of annual cost contributed:
June 30, 2009
June 30, 2008
Net obligation to the health beneﬁt plan:
June 30, 2009
June 30, 2008

Funded Status
Actuarial valuations represent a long-term perspective and involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, investment return and health care cost trends. The projection of benefits does not explicitly
incorporate the potential effects of the results of collective bargaining discussions on the contribution rate. Actuarially
determined amounts are subject to periodic revisions as actual rates are compared with past expectations and new
estimates are made about the future.
The funded status of the plan as of July 1, 2008 was as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

$

UNIVERSITY OF
CALIFORNIA

LBNL

Actuarial value of plan assets
Actuarial accrued liability
Unfunded actuarial accrued liability

51,221
(13,302,506)
$ (13,251,285)

$

(497,743)
$ (497,743)

51,221
(13,800,249)
$ (13,749,028)

Value of the implicit subsidy included in the actuarial accrued liability
Funded ratio
Covered payroll
Unfunded actuarial accrued liability as a percentage of covered payroll

$

$ 76,095
0.0%
$ 204,349
(243.6%)

$

$

1,940,306
0.4%
7,245,447
(182.9%)

$

$

2,016,401
0.4%
7,449,796
(184.6%)

The schedule of funding progress, presented as required supplementary information following the notes to the financial
statements, includes multi-year trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions
Projections of benefits for financial reporting purposes are based upon the plan as understood by the University and
plan members, and include the types of benefits provided at the time of each valuation and the historical cost pattern of
sharing of benefit costs between the University and plan members to that point. The actuarial methods and assumptions
used included techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.
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Significant actuarial methods and assumptions used in the valuation were:
•

assumed return on investment of 5.5 percent per year, representing the return on the University’s assets
expected to be used to finance benefits;

•

health care cost trend rate ranging from 10 to 12 percent initially, depending on the type of plan,
reduced by increments to an ultimate rate of 5 percent over nine years;

•

projected inflation at 3.0 percent;

•

amortization of the initial unfunded actuarial liability over 30 years as a flat dollar amount on a closed
basis;

•

amortization of future actuarial gains and losses over 15 years as a flat dollar amount on a closed basis;

•

amortization of the effects of changes in the plan design, or changes in assumptions, over 30 years as a
flat dollar amount on a closed basis;

•

Entry Age Normal actuarial cost method;

•

future life expectancy based upon recent group mortality experience; and

•

assumed retirement ages, employee turnover and disability rates based on actual plan experience and
future expectations.

14. ENDOWMENTS AND GIFTS
Endowments and gifts are held and administered either by the University or by campus foundations.
University of California
The value of endowments and gifts held and administered by the University, exclusive of income distributed to be used
for operating purposes, at June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
RESTRICTED
NONEXPENDABLE

RESTRICTED
EXPENDABLE

UNRESTRICTED

TOTAL

At June 30, 2009

Endowments
Funds functioning as endowments
Annuity and life income
Gifts
University endowments and gifts

$ 940,249
6,786
$ 947,035

$ 1,180,119
1,689,383
10,292
909,590
$ 3,789,384

$

$ 1,737,257
2,249,318
8,243
911,102
$ 4,905,920

$

26,143
1,084,511

11,429
$1,122,083

$ 2,146,511
2,773,894
17,078
921,019
$ 5,858,502

At June 30, 2008

Endowments
Funds functioning as endowments
Annuity and life income
Gifts
University endowments and gifts

$ 939,680
12,822
$ 952,502

35,558
1,234,456

13,455
$1,283,469

$ 2,712,495
3,483,774
21,065
924,557
$ 7,141,891

The University’s endowment income distribution policies are designed to preserve the value of the endowment in real
terms (after inflation) and to generate a predictable stream of spendable income. Endowment investments are managed
to achieve the maximum long-term total return. As a result of this emphasis on total return, the proportion of the annual
income distribution provided by dividend and interest income and by capital gains may vary significantly from year to
year. The University’s policy is to retain the realized and unrealized appreciation with the endowment after the annual
income distribution has been made. The net appreciation available to meet future spending needs, subject to the approval
of The Regents, amounted to $1.18 billion and $1.74 billion at June 30, 2009 and 2008, respectively.
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The portion of investment returns earned on endowments held by the University and distributed at the end of each year
to support current operations for the following year is based upon a rate that is approved by The Regents. The annual
income distribution transferred to the campuses from endowments held by the University was $214.6 million and
$210.3 million for the years ended June 30, 2009 and 2008, respectively. The portion of this annual income distribution
from accumulated capital gains, in addition to the dividend and interest income earned during the year, was $109.6
million and $89.9 million for the years ended June 30, 2009 and 2008, respectively. Accumulated endowment income
available for spending in the future, including the annual income distribution, was $520.5 million and $497.5 million at
June 30, 2009 and 2008, respectively.

Campus Foundations
The value of endowments and gifts held by the campus foundations and administered by each of their independent
Board of Trustees at June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
RESTRICTED
NONEXPENDABLE

RESTRICTED
EXPENDABLE

UNRESTRICTED

TOTAL

At June 30, 2009

Endowments
Funds functioning as endowments
Annuity and life income
Gifts
Campus foundations’ endowments and gifts

$ 1,804,815
62,018
$1,866,833

$ 394,587
763,272
63,823
729,974
$ 1,951,656

$ 11,829
$ 11,829

$ 2,199,402
763,272
125,841
741,803
$ 3,830,318

$ 27,106
$ 27,106

$ 2,657,810
873,031
189,967
750,023
$ 4,470,831

At June 30, 2008

Endowments
Funds functioning as endowments
Annuity and life income
Gifts
Campus foundations’ endowments and gifts

$ 1,820,279
95,550
$1,915,829

$ 837,531
873,031
94,417
722,917
$ 2,527,896

The campus foundations provided grants to the University’s campuses totaling $444.7 million and $527.6 million during
the years ended June 30, 2009 and 2008, respectively.

109

15. SEGMENT INFORMATION
The University’s significant identifiable activities for which revenue bonds may be outstanding where revenue is pledged
in support of revenue bonds are related to the University’s medical centers. The medical centers’ operating revenues and
expenses consist primarily of revenues associated with patient care and the related costs of providing that care.
Condensed financial statement information related to each of the University’s medical centers for the years ended
June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA MEDICAL CENTERS
DAVIS

IRVINE

LOS ANGELES

SAN DIEGO

SAN FRANCISCO

Year Ended June 30, 2009

Revenue bonds outstanding
Related debt service payments
Bonds due serially through

$ 374,865
$ 32,085
2047

$ 62,920
$ 2,897
2047

$ 536,185
$ 25,279
2047

$ 67,165
$ 6,610
2047

$ 135,235
$
7,591
2047

$ 345,365
1,014,077
23,195
1,382,637
197,567
391,125

$ 179,020
630,629
6,875
816,524
95,940
89,636

$ 531,474
1,625,852
29,009
2,186,335
193,061
643,731

$ 325,324
450,805
5,958
782,087
131,193
82,002

588,692
579,838
954
213,153
$ 793,945

185,576
534,468
6,046
90,434
$ 630,948

836,792
1,046,892
19,427
283,224
$ 1,349,543

213,195
320,904
247,988
$ 568,892

$ 470,539
736,367
14,468
1,221,374
188,801
245,783
26,032
460,616
462,741
9,536
288,481
$ 760,758

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Operating revenues
$ 1,077,367
$ 584,337
Operating expenses
(962,080)
(496,158)
Depreciation expense
(57,372)
(33,941)
Operating income
57,915
54,238
Nonoperating revenues (expenses)
(2,767)
(1,937)
Income before other changes in net assets
55,148
52,301
State and federal capital appropriations
Health systems support
(48,783)
(53,413)
Transfers from University, net
39,261
92,399
Other, including donated assets
Increase in net assets
45,626
91,287
Net assets–June 30, 2008
748,319
539,661
Net assets–June 30, 2009
$ 793,945
$ 630,948

$ 1,465,915
(1,250,009)
(81,921)
133,985
(18,213)
115,772
110
(37,932)
40,779
40,203
158,932
1,190,611
$ 1,349,543

$ 784,457
(660,358)
(29,763)
94,336
1,653
95,989
1,918
(32,907)
16,627
1,325
82,952
485,940
$ 568,892

2,174
51,973
708,785
$ 760,758

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by:
Operating activities
$
Noncapital ﬁnancing activities
Capital and related ﬁnancing activities
Investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents 1 –June 30, 2008
Cash and cash equivalents 1 –June 30, 2009
$

$ 178,430
(43,057)
(79,227)
38,862
95,008
124,596
$ 219,604

$ 123,096
(32,907)
(74,150)
2,402
18,441
132,348
$ 150,789

$ 145,913
(30,284)
(120,680)
3,735
(1,316)
128,842
$ 127,526

CONDENSED STATEMENT OF NET ASSETS
Current assets
Capital assets, net
Other assets
Total assets
Current liabilities
Long-term debt
Other noncurrent liabilities
Total liabilities
Invested in capital assets, net of debt
Restricted
Unrestricted
Total net assets

1

135,522
(47,152)
(146,493)
4,371
(53,752)
176,473
122,721

$ 84,206
(53,413)
(63,780)
10,386
(22,601)
95,954
$ 73,353

Cash and cash equivalents on the medical centers’ ﬁnancial statements are included in the University’s Short Term Investment Pool.
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$ 1,653,150
(1,484,406)
(67,707)
101,037
(20,954)
80,083
(30,284)

(in thousands of dollars)
UNIVERSITY OF CALIFORNIA MEDICAL CENTERS
DAVIS

IRVINE

LOS ANGELES

SAN DIEGO

SAN FRANCISCO

Year Ended June 30, 2008

Revenue bonds outstanding
Related debt service payments
Bonds due serially through

$ 387,980
$ 24,481
2047

$ 62,920
$ 2,897
2047

$ 538,740
$ 24,835
2047

$ 70,425
$ 6,613
2047

$ 137,750
$
7,855
2047

$ 403,624
916,211
19,192
1,339,027
188,207
402,501

$ 191,009
513,933
14,495
719,437
91,554
88,222

$ 393,910
1,567,561
60,022
2,021,493
191,397
639,485

$ 313,957
362,821
4,819
681,597
104,508
91,149

590,708
464,101
848
283,370
$ 748,319

179,776
409,689
13,643
116,329
$539,661

830,882
988,051
51,822
150,738
$1,190,611

195,657
258,570
227,370
$ 485,940

$ 435,359
682,856
12,811
1,131,026
165,220
229,490
27,531
422,241
426,809
7,705
274,271
$ 708,785

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Operating revenues
$ 1,029,175
$ 526,443
Operating expenses
(919,204)
(461,029)
Depreciation expense
(57,562)
(20,877)
Operating income
52,409
44,537
Nonoperating revenues (expenses)
(7,441)
2,537
Income before other changes in net assets
44,968
47,074
State and federal capital appropriations
Health systems support
(10,557)
(35,292)
Transfers (to) from University, net
33,608
85,957
Other, including donated assets
Increase in net assets
68,019
97,739
Net assets–June 30, 2007
680,300
441,922
Net assets–June 30, 2008
$ 748,319
$539,661

$ 1,227,118
(1,117,580)
(51,680)
57,858
(24,564)
33,294
2,092
(33,125)
(21,885)
117,524
97,900
1,092,711
$1,190,611

$ 716,609
(627,911)
(27,598)
61,100
173
61,273
3,453
(31,297)
9,286
13,707
56,422
429,518
$ 485,940

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by:
Operating activities
$
Noncapital ﬁnancing activities
Capital and related ﬁnancing activities
Investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents 1–June 30, 2007
Cash and cash equivalents 1 –June 30, 2008
$

$ 100,687
(55,007)
(111,550)
69,488
3,618
120,978
$ 124,596

$ 82,031
(31,297)
(50,242)
4,173
4,665
127,683
$ 132,348

CONDENSED STATEMENT OF NET ASSETS
Current assets
Capital assets, net
Other assets
Total assets
Current liabilities
Long-term debt
Other noncurrent liabilities
Total liabilities
Invested in capital assets, net of debt
Restricted
Unrestricted
Total net assets

1

90,778
(8,344)
(132,943)
73,677
23,168
153,305
176,473

$ 68,979
(35,292)
(57,620)
19,064
(4,869)
100,823
$ 95,954

$ 1,482,838
(1,377,549)
(60,711)
44,578
(3,014)
41,564
10,818
(20,065)
1,327
33,644
675,141
$ 708,785

$

85,808
(20,065)
(127,321)
7,581
(53,997)
182,839
$ 128,842

Cash and cash equivalents on the medical centers’ ﬁnancial statements are included in the University’s Short Term Investment Pool.

Summarized financial information for each medical center is from their separately audited financial statements.
Certain revenue, such as financial support from the state for clinical teaching programs, is classified as state educational
appropriations rather than medical center revenue in the University’s statement of revenues, expenses and changes in
net assets. However, in the medical centers’ separately audited financial statements and for segment reporting purposes,
these revenues are classified as operating revenue.
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Multiple purpose and housing system projects—including student and faculty housing, parking facilities, student centers,
recreation and events facilities, student health service facilities and certain academic and administrative facilities—are
also financed by revenue bonds; however, assets and liabilities are not required to be accounted for separately.
Additional information on the individual University of California Medical Centers can be obtained from their separate
June 30, 2009 audited financial statements.

16. CAMPUS FOUNDATION INFORMATION
Under University policies approved by The Regents, each individual campus may establish a separate foundation to
provide valuable assistance in fundraising, public outreach and other support for the missions of the campus and the
University. Although independent boards govern these foundations, their assets are dedicated for the benefit of the
University of California.
Condensed financial statement information related to the University’s campus foundations, including their allocated
share of the assets and liabilities associated with securities lending transactions in the University’s investment pools, for
the years ended June 30, 2009 and 2008 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
BERKELEY

SAN FRANCISCO

LOS ANGELES

ALL OTHER

TOTAL

Year Ended June 30, 2009

CONDENSED STATEMENT OF NET ASSETS
Current assets
Noncurrent assets
Total assets
Current liabilities
Noncurrent liabilities
Total liabilities
Restricted
Unrestricted
Total net assets

$ 100,253
876,194
976,447
27,506
66,858
94,364
881,312
771
$ 882,083

$ 132,244
549,041
681,285
13,921
12,733
26,654
654,393
238
$ 654,631

$ 283,698
1,110,560
1,394,258
191,977
37,415
229,392
1,164,707
159
$1,164,866

$ 332,025
944,953
1,276,978
108,974
39,266
148,240
1,118,077
10,661
$1,128,738

$ 848,220
3,480,748
4,328,968
342,378
156,272
498,650
3,818,489
11,829
$ 3,830,318

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Operating revenues
$ 61,111
$ 121,936
Operating expenses
(81,402)
(98,417)
Operating income (loss)
(20,291)
23,519
Nonoperating expenses
(207,579)
(77,799)
Loss before other changes in net assets
(227,870)
(54,280)
Permanent endowments
49,922
18,920
Decrease in net assets
(177,948)
(35,360)
Net assets–June 30, 2008
1,060,031
689,991
Net assets–June 30, 2009
$ 882,083
$ 654,631

$

99,136
(153,122)
(53,986)
(227,316)
(281,302)
45,297
(236,005)
1,400,871
$1,164,866

$

93,818
(125,285)
(31,467)
(199,998)
(231,465)
40,265
(191,200)
1,319,938
$1,128,738

$ 376,001
(458,226)
(82,225)
(712,692)
(794,917)
154,404
(640,513)
4,470,831
$ 3,830,318

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by:
Operating activities
$ (20,688)
Noncapital ﬁnancing activities
45,836
Investing activities
(25,966)
Net increase (decrease) in cash and cash equivalents
(818)
Cash and cash equivalents–June 30, 2008
4,807
Cash and cash equivalents–June 30, 2009
$ 3,989

$ (54,830)
45,297
10,592
1,059
720
$ 1,779

$ (37,275)
38,685
8,325
9,735
68,097
$ 77,832

$

112

$ 22,042
17,740
(17,202)
22,580
77,036
$ 99,616

(90,751)
147,558
(24,251)
32,556
150,660
$ 183,216

(in thousands of dollars)
UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
BERKELEY

SAN FRANCISCO

LOS ANGELES

ALL OTHER

TOTAL

Year Ended June 30, 2008

CONDENSED STATEMENT OF NET ASSETS
Current assets
Noncurrent assets
Total assets
Current liabilities
Noncurrent liabilities
Total liabilities
Restricted
Unrestricted
Total net assets

$ 100,624
1,068,285
1,168,909
46,335
62,543
108,878
1,058,801
1,230
$1,060,031

$ 99,964
623,330
723,294
18,764
14,539
33,303
689,756
235
$ 689,991

$ 305,082
1,345,929
1,651,011
204,732
45,408
250,140
1,386,822
14,049
$1,400,871

$ 305,393
1,198,156
1,503,549
135,056
48,555
183,611
1,308,346
11,592
$1,319,938

$ 811,063
4,235,700
5,046,763
404,887
171,045
575,932
4,443,725
27,106
$ 4,470,831

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Operating revenues
$ 86,620
$ 113,211
Operating expenses
(124,364)
(125,203)
Operating income (loss)
(37,744)
(11,992)
Nonoperating expenses
(22,086)
(34,768)
Income (loss) before other changes in net assets
(59,830)
(46,760)
Permanent endowments
55,327
14,328
Increase (decrease) in net assets
(4,503)
(32,432)
Net assets–June 30, 2007
1,064,534
722,423
Net assets–June 30, 2008
$1,060,031
$ 689,991

$ 185,470
(141,589)
43,881
(4,229)
39,652
61,662
101,314
1,299,557
$1,400,871

$ 151,189
(148,500)
2,689
(15,623)
(12,934)
47,891
34,957
1,284,981
$1,319,938

$ 536,490
(539,656)
(3,166)
(76,706)
(79,872)
179,208
99,336
4,371,495
$ 4,470,831

$

$ (26,410)
40,603
(4,380)
9,813
58,284
$ 68,097

$

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by:
Operating activities
$ (31,308)
Noncapital ﬁnancing activities
46,767
Investing activities
(11,898)
Net increase (decrease) in cash and cash equivalents
3,561
Cash and cash equivalents–June 30, 2007
1,246
Cash and cash equivalents–June 30, 2008
$ 4,807

$ 21,768
14,328
(60,342)
(24,246)
101,282
$ 77,036

48,209
61,662
(109,882)
(11)
731
$
720

12,259
163,360
(186,502)
(10,883)
161,543
$ 150,660
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17. COMMITMENTS AND CONTINGENCIES
Contractual Commitments
Amounts committed but unexpended for construction projects totaled $4.13 billion and $3.33 billion at June 30, 2009
and 2008, respectively.
The University and UCRS have also made commitments to make investments in certain investment partnerships
pursuant to provisions in the various partnership agreements. These commitments at June 30, 2009 totaled $3.57 billion;
$429.2 million and $3.14 billion for the University and UCRS, respectively.
The University leases land, buildings and equipment under agreements recorded as operating leases. Operating lease
expenses for the years ended June 30, 2009 and 2008 were $162.7 million and $147.8 million, respectively. The terms of
operating leases extend through December 2039.
Future minimum payments on operating leases with an initial or remaining non-cancelable term in excess of one year
are as follows:
(in thousands of dollars)
MINIMUM ANNUAL
LEASE PAYMENTS

Year Ending June 30

2010
2011
2012
2013
2014
2015–2019
2020–2024
2025–2029
2030–2034
2035–2039
2040
Total

$ 90,617
70,304
51,237
36,519
25,997
48,847
9,426
3,884
4,393
5,014
608
$ 346,846

Contingencies
Substantial amounts are received and expended by the University, including its medical centers, under federal and state
programs and are subject to audit by cognizant governmental agencies. This funding relates to research, student aid,
medical center operations and other programs. University management believes that any liabilities arising from such
audits will not have a material effect on the University’s financial position.
The University and the campus foundations are contingently liable in connection with certain other claims and contracts,
including those currently in litigation, arising in the normal course of its activities. Although there are inherent
uncertainties in any litigation, University management and general counsel are of the opinion that the outcome of such
matters will not have a material effect on the University’s financial position.
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REQUIRED SUPPLEMENTARY INFORMATION
The University’s schedule of funding progress for UCRP and the retiree health plan is presented below.
UCRP
(in thousands of dollars)
ACTUARIAL
VALUATION DATE

University of California
July 1, 2008
July 1, 2007
July 1, 2006

ACTUARIAL VALUE
OF ASSETS

ACTUARIAL
ACCRUED LIABILITY

EXCESS

FUNDED RATIO

ANNUAL COVERED
PAYROLL

EXCESS/COVERED
PAYROLL

$ 43,727,521
43,328,050
41,872,844

$ 42,467,742
41,335,935
40,207,322

$ 1,259,779
1,992,115
1,665,522

103.0%
104.8
104.1

$ 7,449,796
7,595,421
8,241,706

16.9%
26.2
20.2

Campuses and Medical Centers
July 1, 2008
35,496,354
July 1, 2007
33,581,431
July 1, 2006
31,380,900

34,340,516
31,917,954
29,728,524

1,155,838
1,663,477
1,652,376

103.4
105.2
105.6

7,245,447
6,720,789
6,731,201

16.0
24.8
24.5

DOE National Laboratories
July 1, 2008
July 1, 2007
July 1, 2006

8,127,226
9,417,981
10,478,798

103,941
328,638
13,146

101.3
103.5
100.1

204,349
874,632
1,510,505

50.9
37.6
0.9

8,231,167
9,746,619
10,491,944

Factors signiﬁcantly aﬀecting trends
The Regents utilizes asset allocation strategies that are intended to optimize investment returns over time in accordance
with investment objectives and at acceptable levels of risk. However, the financial markets, both domestically and
internationally, have deteriorated over the past year. The fair value of investments held by UCRP declined subsequent to
July 1, 2008. The actuarial value of plan assets also declined. As a result, the funded ratio as of the July 1, 2009 actuarial
valuation for the campuses and medical centers as well as the DOE laboratories is expected to be approximately 94.8
percent.
Based upon an actuarial experience study, The Regents approved changes to economic assumptions that decreased the
projected inflation to 3.5 percent and increased the range for salary increases to between 4.35 and 7.0 percent per year,
certain demographic assumptions were modified, and annual covered payroll was reduced to anticipate members who
leave active status during the year. These changes in assumptions decreased the July 1, 2007 actuarial accrued liability and
annual covered payroll as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

Actuarial accrued liability
Annual covered payroll

$ 481,130
726,004

DOE NATIONAL
LABORATORIES

$ 52,068
86,220

UNIVERSITY OF
CALIFORNIA

$ 533,198
812,224

With the selection of LANS as the successor contractor to the University for the management of LANL effective
June 1, 2006, assets and liabilities attributable to UCRP benefits of the approximately 6,500 LANL employees who
accepted employment with LANS and elected to participate in the defined benefit plan established by LANS were
transferred to the LANS plan as of March 31, 2007. The actuarial value of assets and actuarial value of liabilities at
June 1, 2006 related to these transitioning employees, calculated under the terms of the University’s contract with the
DOE, were $1.23 billion and $1.39 billion, respectively. For reporting purposes, the supplemental schedule of funding
progress includes both assets and liabilities associated with these transitioning employees through the July 1, 2006
actuarial valuation.
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With the selection of LLNS as the successor contractor to the University for the management of the LLNL effective
October 1, 2007, assets and liabilities attributable to UCRP benefits of the approximately 3,900 LLNL employees who
accepted employment with LLNS and elected to participate in the defined benefit plan established by LLNS were
transferred to the LLNS plan as of March 31, 2008. The actuarial value of assets and actuarial value of liabilities at
October 1, 2007 related to these transitioning employees, calculated under the terms of the University’s contract with the
DOE, were $1.52 billion and $1.16 billion, respectively. For reporting purposes, the supplemental schedule of funding
progress includes both assets and liabilities associated with these transitioning employees through the July 1, 2007
actuarial valuation.

Retiree Health Plan
(in thousands of dollars)

ACTUARIAL VALUATION DATE

University of California
July 1, 2008
July 1, 2007

$ 51,221
None

$ 13,800,249
12,534,468

$ (13,749,028)
(12,534,468)

0.4%
0.0%

$ 7,449,796
6,913,467

(184.6% )
(181.3% )

$ 2,016,401
1,867,147

Campuses and Medical Centers
July 1, 2008
51,221
July 1, 2007
None

13,302,506
12,074,689

(13,251,285)
(12,074,689)

0.4%
0.0%

7,245,447
6,720,789

(182.9% )
(179.7% )

1,940,306
1,792,229

497,743
459,779

(497,743)
(459,779)

0.0%
0.0%

204,349
192,678

(243.6% )
(238.6% )

76,095
74,918

LBNL
July 1, 2008
July 1, 2007

116

None
None

ACTUARIAL
ACCRUED
LIABILITY

(DEFICIT)

FUNDED
RATIO

ANNUAL
COVERED
PAYROLL

(DEFICIT)/
COVERED
PAYROLL

IMPLICIT SUBSIDY
INCLUDED
IN ACTUARIAL
ACCRUED LIABILITY

ACTUARIAL
VALUE
OF ASSETS

CAMPUS FACTS IN BRIEF 2009
UCB

UCD

UCI

UCLA

UCM

UCR

UCSD

UCSF

UCSB

UCSC

Undergraduate fall enrollment

25,151

24,324

22,238

Graduate fall enrollment
Total fall enrollment
University Extension enrollment
DEGREES CONFERRED 1

10,258

7,102

5,393

13,114

184

2,327

5,682

4,444

2,968

1,490

35,409
28,092

31,426
61,463

27,631
25,664

39,650
89,781

2,718

18,079
29,530

28,200
51,152

4,444

21,868
5,908

16,615
16,191

6,960
3,271
550,208
14,444
10,441,285
6,679

5,785
1,773
207,549
21,037
3,681,744
7,019

5,209
1,404
129,002
12,793
2,622,259
1,474

7,089
4,268
469,054
29,203
8,393,588
419

74
2
133
999
110,602
7,045

3,544
597
76,172
4,848
2,527,607
1,913

5,328
1,795
131,344
19,023
3,372,785
2,141

255
542
46,770
18,689
656,631
255

4,977
935
182,330
6,230
2,948,999
1,055

3,450
409
80,533
4,720
1,613,168
6,088

$ 204,167
153,561
7,557
39,977
68,234
39,593
32,203
48,804

$ 126,517
111,044
15,495
31,641
51,513
36,233
24,757
12,979

75,167
67,600
9,435
$ 746,298

83,615
45,147
765
$ 539,706

Systemwide Programs
and Administration 3

STUDENTS

Bachelor
Advanced
Cumulative
FACULTY AND STAFF (full-time equivalents)
LIBRARY COLLECTIONS 5 (volumes)
CAMPUS LAND AREA (in acres)

26,536

2,534

15,752

22,518

18,900

15,125

2,926
16

CAMPUS FINANCIAL FACTS 2 (IN THOUSANDS OF DOLLARS)
OPERATING EXPENSES BY FUNCTION
Instruction
Research
Public service
Academic support
Student services
Institutional support
Operation & maintenance of plant
Student ﬁnancial aid
Medical centers
Auxiliary enterprises
Depreciation & amortization
Other 4
Total

$ 545,062 $ 559,618 $ 446,395 $ 1,117,861
481,914
453,416
226,178
635,425
60,678
57,391
11,349
91,685
114,608
142,811
125,854
321,369
120,831
60,829
58,543
70,056
131,883
90,322
44,805
144,443
71,377
89,859
38,053
96,821
77,753
51,203
64,346
71,197
976,359
498,903
1,224,887
118,249
89,997
116,385
243,858
144,210
174,637
116,691
239,280
21,890
3,526
6,312
33,097
$ 1,888,455 $ 2,749,968 $ 1,753,814 $ 4,289,979

7,262
17,830
18,780
$ 138,259

50,440
52,013
2,120
$ 565,397

$ 474,703 $ 214,882
609,965
662,229
16,808
74,517
190,073
281,482
62,338
16,321
121,632
111,018
69,355
55,010
58,932
34,122
692,853
1,519,637
110,933
33,199
174,200
154,093
2,182
8,761
$ 2,583,974 $ 3,165,271

GRANTS AND CONTRACTS REVENUE
Federal government
State government
Local government
Private
Total

$ 347,605 $ 348,357
77,195
106,536
10,942
12,748
174,103
115,524
$ 609,845 $ 583,165

$ 219,802 $ 604,235
50,818
56,011
5,025
40,128
57,611
168,476
$ 333,256 $ 868,850

$ 14,853
25,491
266
3,634
$ 44,244

$ 89,710
11,707
2,397
17,055
$ 120,869

$ 584,293 $ 506,352
42,115
58,137
11,201
110,986
175,215
222,400
$ 812,824 $ 897,875

$ 140,296
11,175
1,029
43,717
$ 196,217

$ 102,519
9,240
339
31,981
$ 144,079

24,775
60,349
4,265
6,971
$ 96,360

UNIVERSITY ENDOWMENTS
Endowments
Annual income distribution

$ 1,559,033 $ 401,579
78,045
20,110

$

$ 16,251
1,220

$ 32,456
1,728

$ 148,969 $ 671,904
6,139
34,192

$ 66,183
3,257

$ 51,407
2,343

$ 962,322
26,267

45,167 $ 982,212
2,738
38,589

$ 21,271 $ 164,933
12,891
95,875
6,247
4,230
10,678
40,556
7,620
41,544
25,400
46,797
11,559
27,795
(1,279 )
39,094

CAMPUS FOUNDATIONS’ ENDOWMENTS
Endowments
$ 827,808 $ 155,855

$ 161,314 $ 997,111

$

4,361

$ 67,177

$ 308,012 $ 424,820

$ 98,942

$ 43,115

CAPITAL ASSETS
Capital assets, at net book value
Capital expenditures

$ 2,406,782 $ 4,615,932
415,525
542,218

$ 367,179
22,386

$ 953,556
94,352

$ 2,440,284 $ 2,641,861
376,460
396,945

$ 1,237,587
106,953

$ 889,272
160.487

1
2
3

4
5

$ 2,726,864 $ 2,857,036
382,480
401,908

$ 390,841
298,106
145,164
192,968
56,264
262,403
47,992
1,323
313,073
40,547
11,703
(1,592 )
$ 1,758,792

$

$ 140,562
9,796

As of academic year 2007-08.
Excludes DOE laboratories.
Includes expenses for Systemwide education and research programs, Systemwide support services and administration. Full-time equivalents count, as of fall 2008, includes employees at all campuses involved in systemwide activities, including
Agriculture and Natural Resources.
Includes non-capitalized expenses associated with capital projects and write-oﬀ, cancellation and bad debt expense for loans.
As of June 30, 2008.
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The University of California
Working to serve California,
the nation and the world
through education, research
and public service
More than 50,720 freshmen and transfer students
began a UC education in fall 2008.
More than half of all UC undergraduates receive grants or
scholarships. Among the nation’s top research universities,
UC enrolls the highest proportion of low-income students.
UC offers more than 150 academic disciplines, with more
departments ranked in the top 10 nationally than at any
other public or private university.
UC operates the largest health sciences training program
in the nation: 16 professional schools where California’s
doctors, nurses, dentists, pharmacists and public health
professionals are educated.
UC leads all U.S. research universities in the number of
patents granted. UC’s invention portfolio increased more
than 8 percent in 2008 to total 8,953.
More than 1,100 California biotech and R&D companies
have beneﬁted from UC research.
The university’s ﬁve medical centers receive 3.8 million
outpatient visits a year, 261,000 emergency room visits
and 140,000 inpatient admissions.
More than 100 campus libraries, housing more than 32
million books, are open to the public along with more
than 35 museums and galleries.
UC operates California’s 4-H program, serving more than
130,000 young people in rural and urban communities.
UC manages a 135,000-acre Natural Reserve System,
providing laboratories in the wild for researchers from
around the globe.
Campuses
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Working to serve
California and the
world through
education, research
and public service.

The University of California
creates opportunity for anyone
who works hard, dreams big
and is willing to take risks to
make a difference. We embrace
the richness of diversity. Our
campuses enroll more lowincome students than any U.S.
research university because
access is one of our highest
priorities. Quality is another.
Our graduates succeed
because we take pride in
attracting the kind of people
who can turn knowledge
into new possibilities.

UNIVERSITYOFCALIFORNIA.EDU

UC researchers and faculty
made 1,482 discoveries last
year, an average of four a day
and more than any other
U.S. university. At UC it is not
enough simply to invent.
UC inventions stoke the
economic growth of California,
leading to new industries and
jobs. For more than 142
years, we have played a role
in transforming the way the
world treats disease,promotes
justice, builds bridges,
advances technology, makes

music and creates art. The
University of California was
founded to serve the public
good. Today that tradition is
stronger than ever and inspires
all our future endeavors.

The University of California commemorated an important milestone this year —
the 50th anniversary of the California Master Plan for Higher Education. This
seminal document created the foundation on which UC grew to international
prominence, not just as a research leader but also an engine of opportunity for all
our citizens.
The Master Plan, signed into state law in April 1960, enabled the UC system to
expand geographically and to open doors to more diverse student populations —
while maintaining the highest academic standards.
Sadly, the last two years of economic turbulence have left our University struggling
to maintain the level of service promised in the Master Plan. The state funding cuts
have been severe. To cope with the budget shortfalls, we have sacrificed at every
level of operation, cutting student services and class offerings, furloughing and
laying off staff, deferring faculty hiring and curbing plans to upgrade and modernize
classrooms and laboratories.

Letter from
the President

What we have refused to sacrifice is the UC commitment to accessibility and quality.
Despite budget-motivated fee increases, the largest number of prospective students in
UC history applied for fall 2010 admission. Our outstanding graduate and professional
school programs have continued to attract highly motivated and achieving young
scholars. UC awards more doctorates than any U.S. institution. To ensure that
students from all income levels and backgrounds have a shot at a UC degree, we
instituted two initiatives aimed at increasing student financial support. The Blue and
Gold Opportunity Plan covers the systemwide fees for students with household
incomes of $70,000 or lower. Project You Can has a 10-campus, four-year goal of
collectively raising $1 billion in scholarships. We’ve also widened the pathway to a
four-year degree by enrolling more California community college transfer students.
Accessibility to affordable higher education is one of our highest priorities.
In spite of our state budget challenges, UC continues to thrive as a world-class
research institution and to attract federal research funding. Our faculty and
students are leading the world in breakthroughs in the arts, social sciences, health,
energy, technology, engineering and agriculture. For the 17th straight year, UC
led all U.S. universities in the number of patents granted. In the last fiscal year,
UC research produced 1,482 new inventions and spawned 47 startup companies.
These accomplishments testify to UC’s role as a significant partner in California’s
economic recovery and as an innovative problem-solver.
I am confident that the UC knack for innovation and visionary thinking will lead us
through these challenging economic times. We are committed to maintaining the
highest quality research, teaching and public service. We stand ready to renew the
promise of the Master Plan and to set the standards high for a new golden age in
California public higher education. We need your support to accomplish these goals.
Please stand with us as we strive to achieve accountability, accessibility and quality
at every level of our institution.
Thank you for your continued interest in the University of California.

Mark G. Yudof

FACTS IN BRIEF
2010

2009

2008

2007

2006

Undergraduate fall enrollment
Graduate fall enrollment
Total fall enrollment
University Extension enrollment

177,788
54,065
231,853
309,818

173,078
52,962
226,040
307,781

167,693
52,341
220,034
291,631

163,302
50,996
214,298
294,976

159,066
50,014
209,080
302,388

FACULTY AND STAFF (full-time equivalents)

134,644

134,912

131,568

127,368

123,997

$ 2,401,323
4,939,155
8,551,817
3,088,905
298,584
794,244
189,617
910,194

$ 2,096,817
4,506,157
8,100,207
2,889,563
201,427
664,103
154,998
667,983

$ 1,921,918
4,344,401
7,415,491
3,532,333
170,465
733,966
245,305
1,048,580

$ 1,737,597
4,167,076
6,788,289
3,243,492
148,519
681,277
216,783
2,188,475

$ 1,662,948
4,000,868
6,221,648
2,939,539
143,708
624,052
166,502
4,231,922

Instruction
Research
Public service
Academic support
Student services
Institutional support
Operation and maintenance of plant
Student ﬁnancial aid 2
Medical centers
Auxiliary enterprises
Depreciation and amortization
Impairment of capital assets
Department of Energy laboratories
Other

4,677,830
4,143,448
545,544
1,574,329
660,779
1,084,967
602,425
544,280
5,827,790
985,639
1,267,134
22,803
903,926
87,665

4,266,250
3,740,604
491,121
1,492,017
614,093
1,054,529
564,781
458,474
5,225,712
969,652
1,197,404

4,126,929
3,495,821
482,487
1,451,004
601,896
1,076,854
568,585
425,985
4,757,958
955,701
1,093,620

3,520,435
3,156,541
420,760
1,188,204
499,791
857,733
475,638
406,520
4,085,642
807,271
1,049,008

3,212,552
3,035,949
400,844
1,139,201
470,283
764,165
451,882
363,635
3,675,271
719,551
997,023

661,863
105,276

1,039,330
78,866

2,169,750
86,416

4,197,685
88,662

INCREASE (DECREASE) IN NET ASSETS

(524,584 )

(2,252,036 )

(234,664 )

2,004,157

1,422,406

STUDENTS

SUMMARY FINANCIAL INFORMATION (IN THOUSANDS OF DOLLARS, EXCEPT FOR PARTICIPANT INFORMATION)
UNIVERSITY OF CALIFORNIA
PRIMARY REVENUE SOURCES
Student tuition and fees, net 1
Grants and contracts, net
Medical centers, educational activities and auxiliary enterprises, net
State educational, ﬁnancing and capital appropriations
Federal Pell grants
Private gifts, net
Capital gifts and grants, net
Department of Energy laboratories

OPERATING EXPENSES BY FUNCTION

FINANCIAL POSITION
Investments, at fair value
Capital assets, at net book value
Outstanding debt, including capital leases
Obligations for pension and retiree health beneﬁts
Net assets

15,952,930
22,463,051
12,534,930
5,381,625
19,351,079

13,403,572
21,276,915
10,323,945
2,445,824
19,875,663

14,828,023
19,593,214
10,024,982
1,118,754
22,127,699

14,210,035
18,105,332
9,363,730

13,244,165
16,665,001
8,876,248

22,404,180

20,400,023

422,643

372,908

533,548

457,814

387,814

565,952

444,730

527,572

451,290

416,248

353,332

(640,513 )

99,336

696,626

424,927

4,037,367
386,910
4,183,650

3,524,622
401,771
3,830,318

4,158,911
420,745
4,470,831

4,036,489
450,342
4,371,495

3,363,998
429,534
3,674,869

UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
PRIMARY REVENUE SOURCES
Private gifts, net

PRIMARY EXPENSES
Grants to campuses

INCREASE (DECREASE) IN NET ASSETS
FINANCIAL POSITION
Investments, at fair value
Pledges receivable, net
Net assets

Certain revisions in classiﬁcations, or restatements, have been made to prior year information in order to conform to current year presentation.
1
Scholarship allowances, including both ﬁnancial aid and fee waivers that are not paid directly to students, are recorded primarily as a reduction of student tuition and fees in the statement of revenues, expenses and changes in net assets.
2
Includes only ﬁnancial aid paid directly to students. The state-administered California grant awards are not included as expenses since the government determines grantees. College work study expenses are shown in the
programs in which the student worked.
2

FACTS IN BRIEF (CONTINUED)
2010

2009

2008

2007

2006

225,225
47,575

225,623
47,682

220,307
45,442

$ 1,061,968
1,860,845
7,863,875

$ 1,024,262
1,718,593
2,140,449

SUMMARY FINANCIAL INFORMATION, CONTINUED (IN THOUSANDS OF DOLLARS, EXCEPT FOR PARTICIPANT INFORMATION)
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
PLAN PARTICIPATION
Plan membership
Retirees and beneﬁciaries currently receiving payments

221,852
51,531

228,550
50,051

PRIMARY REVENUE SOURCES
Contributions 3
Interest, dividends and other investment income, net
Net appreciation (depreciation) in the fair value of investments

$ 1,106,774
1,187,713
4,243,820

$ 928,984
1,506,855
(11,324,769 )

$ 1,037,898
1,881,884
(4,979,955 )

PRIMARY EXPENSES
Beneﬁt payments
Participant and member withdrawals

1,905,939
711,380

1,755,211
709,683

1,797,103
1,007,055

1,630,244
939,768

1,375,183
791,046

INCREASE (DECREASE) IN NET ASSETS

3,887,875

(11,385,008 )

(6,461,435 )

6,732,403

2,682,044

45,855,690
34,633,878
14,052,531

42,352,723
32,315,482
12,483,052

52,532,169
42,099,498
14,084,044

59,685,467
48,191,497
14,453,480

53,866,319
43,440,054
12,472,520

42,685,564
45,041,066

43,727,521
42,467,742

43,328,050
41,335,935

41,872,844
40,207,322

40,993,301
37,170,862

146,588
32,278

144,556
31,473

141,230
31,247

$ 254,037
97

$ 251,010
528

$ 243,144
691

257,605

225,967

191,192

(5,016 )

23,566

50,804

32,509
69,354

38,384
74,370

19,773
50,804

76,893
14,541,529

51,221
13,302,506

Zero
12,074,689

FINANCIAL POSITION
Investments, at fair value
Members’ deﬁned beneﬁt pension plan beneﬁts
Participants’ deﬁned contribution plan beneﬁts

ACTUARIAL INFORMATION (as of the beginning of the year)
Actuarial value of assets
Actuarial accrued liability

UNIVERSITY OF CALIFORNIA RETIREE HEALTH BENEFIT TRUST
PLAN PARTICIPATION
Plan membership
Retirees and beneﬁciaries currently receiving beneﬁts

PRIMARY REVENUE SOURCES
Contributions
Interest, dividends and other investment income, net

PRIMARY EXPENSES
Insurance premiums

INCREASE (DECREASE) IN NET ASSETS
FINANCIAL POSITION
Investments, at fair value
Net assets for retiree health beneﬁts

ACTUARIAL INFORMATION (as of the beginning of the year)
Actuarial value of assets
Actuarial accrued liability—campuses and medical centers

3

Total contributions to the University of California Retirement Plan and the University of California Retirement Savings Plan.
3

Fiscal year 2010 was a challenge for everyone within the University of California
community. Students, faculty, staff, alumni, parents — and indeed all California
citizens — were affected either directly or indirectly by the economic turmoil that
has shaken this institution.
But great challenge often brings about great opportunity. In the words of Horace,
“Adversity has the effect of eliciting talents which, in prosperous circumstances,
would have lain dormant.” This statement proved true across all levels of the
University this year, particularly within the area of operational excellence. While
the University has long enjoyed world renown for its academic, research and health
care distinction, it has not consistently achieved a similar level of success in business
administration. Perhaps as a result of strenuous circumstances, we have reached a
turning point.
Beginning with Chairman Gould and President Yudof’s Commission on the Future,
the University community at large coalesced around administrative and operational
effectiveness as a key tenet of long-term viability. The consensus evolved into
Working Smarter, an ongoing administrative efficiency initiative that brings
together systemwide, regional and campus-level efforts under one umbrella with
one strong commitment from the top: The University is committed to achieving a
level of administrative excellence equivalent to that of its teaching and
research enterprises.

Letter from the
Executive Vice
President – CFO

Working Smarter already has manifested itself across myriad functional areas of
the University. For instance, the University system created Connexxus, an efficient,
cost-effective and comprehensive travel program utilized across all UC locations.
By leveraging volume, the program realized $3 million in savings for fiscal year
2010 and is expected to achieve up to $15 million in annual savings by fiscal year
2012. Due to the success of the program in a relatively short period of time,
the California State University System and the National Nuclear Security
Administration have requested to participate in Connexxus, and plans are in
place to extend utilization to these organizations.
Implementation of a systemwide UC Graduate Student Health Insurance Plan
(GSHIP) began in March 2010. Five UC campuses as well as the UC Hastings
College of the Law elected to implement the systemwide plan by fall 2010, with
the remaining five campuses expected to join in fall 2011. Systemwide GSHIP will
enable participating campuses to collectively purchase a special risk contract to
provide comprehensive health insurance benefits to graduate students. GSHIP is
expected to save the University $6 million in fiscal year 2011 while simultaneously
reducing student costs and increasing benefits. A subsequent effort to examine
and implement a pooled undergraduate student health insurance program also
is underway.
Lack of one-time investment funding frequently has been a barrier to administrative
efficiency improvements at both the campus and system levels. We are addressing
this problem through internal-loan financing programs that leverage the University’s
high credit rating to make low borrowing costs available to campuses for a broader
range of purposes beyond capital construction. On July 14, 2010, The Regents
authorized CapEquip, the University’s first ever capital equipment financing
program, which is expected to save the University millions of dollars in fiscal

4

year 2012 by offering campuses an alternative to third-party equipment leasing.
Plans are underway to establish a similar program for strategic working-capital
investments, particularly cross-campus collaborations that enhance programmatic
and systems commonality.
The campuses are also engaged full-throttle in individual streamlining efforts.
Tiger Teams at UC San Diego have identified efficiency opportunities in such areas
as auxiliary operations and IT services, with key recommendations now being
implemented. To improve service to their shared community, UC Davis and the city
of Davis currently are consolidating fire departments on a pilot basis. In the area
of purchasing, UCLA’s strategic sourcing contracts are best in class, and the
campus is extending its expertise to sister campuses in Merced and Santa Barbara.
The Operational Excellence effort at UC Berkeley has advanced to the design phase,
and execution teams are being formed from more than 200 faculty and staff
nominations received campuswide. UC Riverside recently redesigned its
administrative structure to increase effectiveness and generate much-needed
budgetary savings. UC locations in Berkeley, Davis, Irvine, San Francisco and
Santa Cruz, as well as Lawrence Berkeley National Laboratory, have teamed up
on a common human resources information system that introduces considerable
functionality for management decision-making and workforce planning. There
are countless other examples of efficiency efforts happening at each campus and
throughout the system, and more will continue to develop.
In many ways, fiscal year 2010 was an awakening. It brought about a resolve
that excellence need not be restricted to the academic, research and health care
enterprises only. I look forward to sharing more positive news as Working Smarter
progresses from a strategy for overcoming adversity to a pillar of UC culture.
Thank you.

Peter J. Taylor
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(Unaudited)
The objective of Management’s Discussion and Analysis is to help readers of the University of California’s financial
statements better understand the financial position and operating activities for the year ended June 30, 2010, with
selected comparative information for the years ended June 30, 2009 and 2008. This discussion has been prepared by
management and should be read in conjunction with the financial statements and the notes to the financial statements.
Unless otherwise indicated, years (2008, 2009, 2010, 2011, etc.) in this discussion refer to the fiscal years ended June 30.
The University of California’s financial report communicates financial information for the University of California
(the University), the University of California campus foundations (campus foundations), the University of California
Retirement System (UCRS) and the University of California Retiree Health Benefit Trust (UCRHBT) through five
primary financial statements and notes to the financial statements. Three of the primary statements, the statements of
net assets, the statements of revenues, expenses and changes in net assets and the statements of cash flows, present the
financial position, changes in financial position and cash flows for the University and the affiliated campus foundations.
The financial statements for the campus foundations are presented discretely from the University. Two of the primary
statements, the statements of plans’ and trust’s fiduciary net assets and the statements of changes in plans’ and trust’s
fiduciary net assets, present the financial position and operating activities for UCRS and UCRHBT. The notes to the
financial statements provide additional information that is essential to a full understanding of the financial statements.

THE UNIVERSITY OF CALIFORNIA
The University of California, one of the largest and most acclaimed institutions of higher learning in the world, is
dedicated to excellence in teaching, research, health care and public service. The University has annual resources
of nearly $21.8 billion and encompasses ten campuses, five medical schools and medical centers, three law schools
and a statewide Division of Agriculture and Natural Resources. The University is also involved in the operation and
management of three national laboratories for the U.S. Department of Energy.
Campuses. The ten campuses are located in Berkeley, Davis, Irvine, Los Angeles, Merced, Riverside, San Diego, San
Francisco, Santa Barbara and Santa Cruz. All of the campuses, except San Francisco, offer undergraduate, graduate and
professional education; the San Francisco campus is devoted exclusively to graduate and professional education in health
sciences.
Health sciences. The University operates one of the nation’s largest health science and medical training programs. The
instructional program is conducted in 16 health professional schools on six campuses. Our health programs include
five medical centers, two dental schools, three nursing schools, two public health schools and two pharmacy schools, in
addition to a school of optometry and a school of veterinary medicine. The University’s medical schools play a leading
role in the development of health services and advancement of medical science and research.
Law schools. The University has law schools at Berkeley, Davis and Los Angeles. Also, the Hastings College of the Law in
San Francisco is affiliated with the University, although not included in the financial reporting entity.
Agriculture and Natural Resources. The Division of Agriculture and Natural Resources is a statewide research and
public service organization that serves a large and diverse agricultural community. The division conducts studies on the
Berkeley, Davis and Riverside campuses, on nine research and extension centers and on private land in cooperation with
California producers. In addition, research and educational programs are conducted in each of the state’s 58 counties.
University Extension. The foremost continuing education program of its kind in size, scope and quality of instruction,
University Extension offers more than 17,000 self-supporting courses statewide and in several foreign countries.
National laboratories. Under contract with the U.S. Department of Energy (DOE), the University operates and manages
the Ernest Orlando Lawrence Berkeley National Laboratory (LBNL) in California. The University is a member in two
separate joint ventures, Los Alamos National Security, LLC (LANS) and Lawrence Livermore National Security, LLC
(LLNS), that operate and manage the Los Alamos National Laboratory (LANL) and Lawrence Livermore National
Laboratory (LLNL), respectively, under contracts directly with the DOE. The laboratories conduct broad and diverse
basic and applied research in nuclear science, energy production, national defense and environmental and health areas.
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The University’s Financial Position
$46,590
$38,368

$42,105

$41,983

$34,541

$32,766

$27,238
$18,531

$22,229
$13,442

$22,128
$19,855

$19,351

$19,876

2010

2009

$11,147

$8,222

$7,564

2010

2009

$9,217

$8,707

$8,787

$8,708

2008

2010

2009

2008

Assets

Liabilities
Current

2008

Net assets
Noncurrent

Net assets in millions of dollars

The statement of net assets presents the financial position of the University at the end of each year. It displays all of the
University’s assets and liabilities. The difference between assets and liabilities is net assets, representing a measure of the
current financial condition of the University.
The major components of the assets, liabilities and net assets as of 2010, 2009 and 2008 are as follows:
(in millions of dollars)

ASSETS
Investments
Investment of cash collateral
Accounts receivable, net
Capital assets, net
Other assets
Total assets
LIABILITIES
Debt, including commercial paper
Securities lending collateral
Obligation to UCRP
Obligations for retiree health beneﬁts
Other liabilities
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Reserved for minority interests
Restricted:
Nonexpendable
Expendable
Unrestricted
Total net assets

2010

2009

2008

$ 15,953
2,538
3,043
22,463
2,593
46,590

$ 13,404
2,191
2,682
21,277
2,551
42,105

$ 14,828
3,218
2,427
19,593
1,917
41,983

12,943
2,539
1,608
3,774
6,374
27,238

10,989
2,199
69
2,377
6,595
22,229

10,025
3,234
1,119
5,477
19,855

10,794
19

10,822

10,035

997
5,024
2,517
$19,351

947
4,558
3,549
$19,876

952
5,793
5,348
$ 22,128
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The University’s Assets
Other assets $2,593

Investments $15,953

Capital assets, net $22,463

Investment of cash collateral
$2,538
Accounts receivable, net
$3,043
2010 in millions of dollars

The University’s total assets have grown to $46.6 billion in 2010, compared to $42.1 billion in 2009 and $42.0 billion in
2008. Generally, over the past two years, capital assets have increased while investments have increased or decreased
consistent with market performance.
Investments
Investments classified as current assets are generally fixed or variable income securities in the Short Term Investment Pool
(STIP) and Total Return Investment Pool (TRIP) with a maturity date within one year. Noncurrent investments include
securities in the General Endowment Pool (GEP) or other pools, in addition to fixed or variable income securities in STIP
and TRIP with a maturity date beyond one year. The TRIP, established in 2009, is managed to a total return objective and
is intended to supplement STIP.
The financial markets, both domestically and internationally, have been volatile in recent times and have affected the
valuation of investments. The Regents of the University of California (The Regents) utilizes asset allocation strategies that
are intended to optimize investment returns over time in accordance with investment objectives and at acceptable levels of
risk. The GEP portfolio return was up 11.3 percent in 2010 and down 18.2 percent in 2009. TRIP had a positive return of
14.0 percent in 2010 and a negative return of 1.6 percent in 2009. STIP had positive returns of 2.7 percent and 3.6 percent
in 2010 and 2009, respectively. Through use of the STIP, the University has been able to avoid liquidity issues experienced
by some of our peer institutions.
Investment of cash collateral
The University participates in a securities lending program incorporating securities owned by both the University and
UCRS as a means to augment income. It is managed as a single program. Cash collateral fluctuates in response to changes
in demand from borrowers and the availability of securities based upon the University’s asset allocation mix.
Capital assets, net
Capital spending continues at a brisk pace in order to provide the facilities necessary to support the University’s teaching,
research and public service mission and for patient care. These facilities include core academic buildings, libraries, student
services, housing and auxiliary enterprises, health science centers, utility plants and infrastructure, and remote centers for
educational outreach, research and public service. Total additions of capital assets were $2.5 billion in 2010 as compared
to $2.9 billion in 2009 and $2.6 billion in 2008.
Other assets
Other assets include cash, investments held by trustees, pledges receivable, notes and mortgages receivable, inventories
and a receivable from the DOE. Cash increased in 2009 largely as a result of a $345 million educational appropriation
received by the University from the state of California on June 30, 2009. The deposit was not transferred into investments
until July 1, 2009.
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The University’s Liabilities

Other liabilities $6,374

Debt, including commercial
paper $12,943

Obligation to UCRP $1,608

Obligations for retiree
health beneﬁts $3,774
Securities lending collateral $2,539
2010 in millions of dollars

The University’s liabilities grew to $27.2 billion in 2010, compared to $22.2 billion in 2009 and $19.9 billion in 2008,
principally as a result of debt issued to finance capital expenditures and obligations for retiree pensions and health
benefits.
Debt, including commercial paper
Capital assets are financed from a variety of sources, including University equity contributions, federal and state support,
revenue bonds, bank loans, leases or structures that involve separate legal entities. Commercial paper and bank loans
provide interim financing.
Outstanding debt increased by $2.0 billion in 2010 and $964 million in 2009. A summary of the activity follows:
(in millions of dollars)

ADDITIONS TO OUTSTANDING DEBT
General Revenue Bonds
Medical Center Pooled Revenue Bonds
Capital leases
Other borrowings
Blended Component Unit Revenue Bonds
Commercial Paper
Bond premium, net
Additions to outstanding debt
REDUCTIONS TO OUTSTANDING DEBT
Reﬁnancing and prepayments
Scheduled principal payments
Commercial paper
Payments on other borrowings
Other, including deferred ﬁnancing costs, net
Reductions to outstanding debt
Net increase in outstanding debt

2010

2009

$ 1,408
523
330
197
270

$ 794

36
2,764

282
103
221
116
22
1,538

(167)
(339 )
(258)
(40)
(6)
(810)

(210)
(329)
(34)
(1)
(574)

$1,954

$ 964

The University’s debt used to finance capital assets, including $408 million of commercial paper outstanding at the end
of 2010, $666 million of commercial paper outstanding at the end of 2009 and $550 million at the end of 2008, grew to
$12.9 billion at the end of 2010, compared to $11.0 billion at the end of 2009 and $10.0 billion at the end of 2008. In 2010,
$2.8 billion of debt was issued to finance and refinance certain facilities and projects of the University. General Revenue
Bonds of $1.4 billion and Medical Center Pooled Revenue Bonds of $523 million were issued to finance and refinance
certain facilities and projects of the University. The University issued tax-exempt bonds and taxable “Build America
Bonds” which include an expected cash subsidy payment from the United States Treasury equal to 35.0 percent of the
interest payable on the taxable bonds. Other borrowings included $271 million under a lease-purchase agreement with
the state, $59 million in equipment leases, $197 million of interim financing loans and $270 million issued by two legally
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separate, non-profit corporations for the construction of research facilities. Reductions to outstanding debt in 2010 were
$810 million, including $167 million for one-time principal payments for the refinancing or refunding of previously
outstanding debt. Commercial paper borrowings decreased by $258 million due to the favorable interest rate market in
2010 and the opportunity to refinance commercial paper borrowings with long-term revenue bonds.
In 2009, $1.5 billion of debt was issued. General Revenue Bonds of $794 million were issued to finance and refinance
certain facilities and projects of the University. Other borrowings included $207 million under a lease-purchase
agreement with the state, $76 million in equipment leases, $103 million of interim financing loans, $116 million of
commercial paper and $221 million issued by a legally separate, non-profit corporation for the construction of a new
student housing facility. Reductions to outstanding debt in 2009 were $574 million, including $210 million for one-time
principal payments for the refinancing or refunding of previously outstanding debt. The current portion of long-term
debt decreased in 2009, primarily from payment of the $102 million in interim loans from the state for capital projects
refinanced by the state’s issuance of lease revenue bonds.
The University’s General Revenue Bond ratings are currently affirmed at Aa1 with a stable outlook by Moody’s Investors
Service, AA+ by Fitch with a stable outlook and AA by Standard & Poor’s with a stable outlook. The University’s Limited
Project Revenue Bonds and Medical Center Pooled Revenue Bonds are currently affirmed at Aa2 with a stable outlook by
Moody’s Investors Service and AA- by Standard & Poor’s with a stable outlook.
Commercial paper is classified as a current liability. Commercial paper has been used as interim financing for
construction projects and equipment financing. In 2010, commercial paper was used for operations during the period
the state deferred appropriation payments to the University. In July 2008, The Regents authorized an increase in the
University’s commercial paper program from $550 million to $2 billion in order to reduce the number of bank line
commitments, provide greater access to tax-exempt financing and preserve flexibility for future interim financing needs.
In April 2010, the University entered into a $250 million revolving credit agreement with a major financial institution for
the purpose of providing additional liquidity support for the commercial paper program.
Securities lending collateral
Under the securities lending program, the University records a liability to the borrower for cash collateral received and
held by the University for securities on loan at the end of the year. All borrowers are required to provide additional
collateral by the next business day if the value of the collateral falls to less than 100 percent of the fair value of the
securities lent. The amount of the securities lending collateral liability fluctuates directly with securities lending
opportunities and the investment of cash collateral.
Obligations to UCRP for retiree health beneﬁts
The University has financial responsibility for the campuses’ and medical centers’ obligation to UCRP for pension benefits
associated with its defined benefit plan and for retiree health benefits. LBNL participates in the University’s defined
benefit pension plan, although the DOE has an ongoing financial responsibility to reimburse the University for LBNL’s
share of the obligation to UCRP. In addition, under certain circumstances the University makes contributions to UCRP
on behalf of LANL and LLNL retirees based upon contractual arrangements with the DOE, and is reimbursed by the
DOE.
The University’s obligation to UCRP is based upon an actuarial determination of the annual pension benefit expense. The
University did not have any obligations to UCRP for pension benefits prior to 2009. The funding policy contributions
related to campuses and medical centers in the July 1, 2009 actuarial valuation for 2010 are $1.6 billion, which represents
20.4 percent of covered compensation. Effective April 15, 2010, the University started contributing 4 percent and
employees started contributing 2 percent of covered compensation to UCRP. Employer contributions for 2010 were $65
million. The 2010 contribution rates are below the UCRP’s normal cost and required contributions under the University’s
funding policy, causing the obligation for pension benefits to increase $1.5 billion in 2010.
Beginning in 2008, the University’s obligation for retiree health benefits is based upon an actuarial determination of the
annual retiree health benefit expense. The University funds the retiree health expense for campuses and medical centers
through UCRHBT based upon a projection of benefits on a pay-as-you-go basis. The increase of $1.4 billion and $1.3
billion in 2010 and 2009, respectively, in the obligation for retiree health benefits is due to the impact of amortizing the
University’s unfunded obligation. The unfunded liability for the campuses and medical centers as of the July 1, 2009
actuarial valuation was $14.5 billion.
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Other liabilities
Other liabilities consist of accounts payable, accrued salaries, other employee benefits, deferred revenue, funds held
for others, DOE laboratories’ liabilities, federal refundable loans, self-insurance and obligations under life income
agreements.
Other liabilities grew by $1.1 billion in 2009, largely attributable to an amount owed to the state to refund state
educational appropriations. Subsequent to year end, the state of California finalized their State Budget Act that required
reversion to the state of a portion of the University’s 2009 state educational appropriations. As a result, accounts payable
includes a liability to the state totaling $795 million, including $715 million of state educational appropriation reversions.

The University’s Net Assets
Unrestricted $2,517

Invested in capital assets,
net of related debt $10,794
Restricted, expendable $5,024

Restricted, nonexpendable $997
Reserved for minority interests $19
2010 in millions of dollars

Net assets represent the residual interest in the University’s assets after all liabilities are deducted. The University’s net
assets are $19.4 billion in 2010, compared to $19.9 billion in 2009 and $22.1 billion in 2008. Net assets are reported
in the following categories: invested in capital assets, net of related debt; reserved for minority interests; restricted,
nonexpendable; restricted, expendable; and unrestricted.
Invested in capital assets, net of related debt
The portion of net assets invested in capital assets, net of accumulated depreciation and the related outstanding debt used
to finance the acquisition, construction or improvement of these capital assets, is $10.8 billion in 2010, compared to $10.8
billion in 2009 and $10.0 billion in 2008. The increase in 2009 represents the University’s continuing investment in its
physical facilities in excess of the related financing and depreciation expense.
Restricted, nonexpendable
Restricted, nonexpendable net assets include the corpus of the University’s permanent endowments and the estimated
fair value of certain planned giving arrangements. In 2010, the increase in nonexpendable net assets is principally due to
investment performance in excess of the income distribution. In 2009, new permanent endowments of $11 million were
offset by the unrealized depreciation on investments.
Restricted, expendable
Restricted, expendable net assets are subject to externally imposed restrictions governing their use. These net assets may
be spent only in accordance with the restrictions placed upon them and may include endowment income and gains,
subject to the University’s spending policy; support received from gifts, appropriations or capital projects; trustee held
investments; or other third party receipts. In 2010, the increase in restricted, expendable funds is principally related to
funds held for capital projects net of unrealized appreciation in the fair value of investments related to restricted gifts
and funds functioning as endowments. In 2009, net unrealized depreciation in the fair value of investments related to
restricted gifts and funds functioning as endowments totaled $1.0 billion.
Unrestricted
Under generally accepted accounting principles, net assets that are not subject to externally imposed restrictions
governing their use must be classified as unrestricted for financial reporting purposes. Although unrestricted net assets
are not subject to externally imposed restrictions, substantially all of these net assets are allocated for academic and
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research initiatives or programs, for capital purposes or for other purposes. Unrestricted net assets decreased in 2010
principally due to the increases in the obligations for pension and retiree health benefits. Unrestricted net assets decreased
in 2009 principally due to the increases in the obligation for retiree health benefits and the reversion of state educational
appropriations for 2009 after the end of the fiscal year.

The University’s Results of Operations
The statement of revenues, expenses and changes in net assets is a presentation of the University’s operating results. It
indicates whether the financial condition has improved or deteriorated. In accordance with GASB requirements, certain
significant revenues relied upon and budgeted for fundamental operational support of the core instructional mission of
the University are required to be recorded as nonoperating revenues, including state educational appropriations, private
gifts and investment income.
A summarized comparison of the operating results for 2010, 2009 and 2008, arranged in a format that matches the
revenue supporting the core activities of the University with the expenses associated with core activities, is as follows:
(in millions of dollars)
2010
OPERATING NONOPERATING

REVENUES
Student tuition and fees, net
State educational appropriations
Pell grants
Grants and contracts, net
Medical centers, educational activities
and auxiliary enterprises, net
Department of Energy laboratories
Private gifts, net
Investment income, net
Other revenues
Revenues supporting core activities
EXPENSES
Salaries and beneﬁts
Scholarships and fellowships
Utilities
Supplies and materials
Depreciation and amortization
Department of Energy laboratories
Interest expense
Other expenses
Expenses associated with core activities
Income (loss) from core activities

$ 2,401

$ 2,097

8,100
668

794
392
171
4,437

8,552
910
794
392
695
21,763

460
31
491
$ 3,946

15,003
531
285
2,186
1,267
904
460
2,783
23,419
(1,656)

4,939
8,552
910

15,003
531
285
2,186
1,267
904
2,752
22,928
$ (5,602)

OPERATING NONOPERATING

$ 2,401
2,782
298
4,939

$ 2,782
298

524
17,326

2009
TOTAL

$ 1,922

7,415
1,049

664
466
161
3,907

8,100
668
664
466
656
19,774

356
29
385
$ 3,522

13,212
451
310
2,210
1,198
662
356
2,828
21,227
(1,453)

4,507

13,212
451
310
2,210
1,198
662
2,799
20,842
$ (4,975)

OPERATING NONOPERATING

$ 2,097
2,415
201
4,507

$ 2,415
201

495
15,867

2008
TOTAL

$ 2,975
170
4,345

558
15,289

$ 1,922
2,975
170
4,345

734
532
164
4,575

7,415
1,049
734
532
722
19,864

400
25
425
$ 4,150

12,401
428
298
2,102
1,094
1,039
400
2,818
20,580
(716)

12,401
428
298
2,102
1,094
1,039
2,793
20,155
$ (4,866)

TOTAL

OTHER NONOPERATING ACTIVITIES
Net appreciation (depreciation) in fair value of investments
Loss before other changes in net assets

771
(885)

(1,278 )
(2,731)

(192 )
(908)

OTHER CHANGES IN NET ASSETS
State capital appropriations
Capital gifts and grants, net
Permanent endowments
Decrease in net assets

160
189
11
(525)

313
155
11
(2,252)

394
245
35
(234)

19,876

22,128

$ 19,351

$ 19,876

22,404
(42 )
22,362
$ 22,128

NET ASSETS
Beginning of year
Eﬀect of adoption of new accounting standard
Beginning of year, as restated
End of year
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Revenues Supporting Core Activities
Revenues to support the University’s core activities, including those classified as nonoperating revenues, were $21.8
billion, $19.8 billion and $19.9 billion in 2010, 2009 and 2008, respectively. These diversified sources of revenue increased
in 2010 by $2.0 billion. Revenues decreased in 2009 by $90 million.
State of California educational appropriations, in conjunction with student tuition and fees, are the core components that
support the instructional mission of the University. Grants and contracts provide opportunities for undergraduate and
graduate students to participate in basic research alongside some of the most prominent researchers in the country. Gifts
to the University allow crucial flexibility to faculty for support of their fundamental activities or new academic initiatives.
Other significant revenues are from medical centers, educational activities and auxiliary enterprises such as student
housing, food service operations and parking.
Revenues in the various categories have increased and decreased over the last three years as follows:
$8,552
$8,100
$7,415

$4,939

$2,782

$2,401

$4,507

$4,345

$2,975
$2,415

$2,097 $1,922
$1,607

$1,434

$1,655

$1,492 $1,600

$1,163

Student tuition
and fees, net

State educational
appropriations

Grants and
contracts, net

Medical centers,
educational activities and
auxiliary enterprises, net

2010

DOE laboratories
and other
operating revenues

2009

Other nonoperating
revenues (Pell grants, private
gifts, net investment
income and other)
2008 in millions of dollars

A major financial strength of the University includes a diverse source of revenues, including those from the state of
California, student fees, federally sponsored grants and contracts, medical centers, private support and self-supporting
enterprises. The variety of fund sources has become increasingly important over the past several years given the effects
of the state’s financial crisis that required reductions in both instructional and non-instructional programs. The state is
continuing its work to resolve its serious financial situation in which expenditures have continued to exceed revenues.
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Categories of both operating and nonoperating revenue that supported the University’s core activities in 2010 are as
follows:
Other nonoperating revenues
(Pell grants, private gifts, investment
income, net and other) $1,655

Student tuition and fees,
net $2,401

DOE laboratories and other
operating revenues $1,434

State educational appropriations
$2,782

Medical centers, educational
activities, and auxiliary
enterprises, net $8,552

Grants and contracts, net $4,939

2010 in millions of dollars

Student tuition and fees, net
Student tuition and fees revenue, net of scholarship allowances, increased by $304 million and $175 million in 2010 and
2009, respectively. Scholarship allowances were $666 million in 2010, $566 million in 2009 and $507 million in 2008. The
increases in student tuition and fees over the past several years has generally been necessitated by growth in the demand
for resources that has outpaced state educational appropriations. Consistent with past practices, approximately one-third
of the revenue generated from these fee increases was used for financial aid to mitigate the impact on needy students.
In 2010, enrollment grew by 2.6 percent. Resident and non-resident undergraduate and graduate student fees were
increased by 9.3 percent effective summer 2009 and 15 percent effective winter 2010. The additional mid-year increase in
tuition was in response to the reduction in state educational appropriations. Professional school fee increases varied by
discipline, although most degree program fees rose substantially.
In 2009, enrollment grew by 2.7 percent. Resident undergraduate and graduate student fees increased by 7.4 percent.
Professional school fee increases varied by discipline, although most degree program fees rose substantially. In addition to
the resident student fees, nonresident undergraduate and graduate students pay tuition. Tuition increased by 5 percent for
both nonresident undergraduate and graduate students.
State educational appropriations
Educational appropriations from the state of California were $2.8 billion, $2.4 billion and $3.0 billion in 2010, 2009 and
2008, respectively. State educational appropriations increased in 2010 by $367 million and decreased by $560 million
in 2009. State educational appropriations from the state of California include general fund allocations and federal passthrough funds as follows:
(in millions of dollars)

State general support
Federal pass-through stimulus funds
State educational appropriations

2010

2009

2008

$ 2,334
448
$ 2,782

$ 2,147
268
$ 2,415

$ 2,975
$ 2,975

The state’s fiscal crisis in 2009 and 2010 necessitated special session actions by the legislature and the governor that led
to mid-year budget reductions, both one-time and permanent, that took place over an 18-month period. Because of the
complexity and timing of these actions, it is important to look at year-over-year changes over a two-year, rather than oneyear, period. Thus, while the one-year change between 2009 and 2010 appears to reflect an increase in state educational
appropriations, when compared to 2008, there was actually a decline of more than $600 million over the two-year period.
In 2009, state educational appropriations of $715 million were returned by the University subsequent to year end when
the state of California finalized their State Budget Act that required reversion to the state of a portion of the University’s
state educational appropriations. The decline in educational appropriations is a direct result of the particularly weak
economic conditions in California. State resources for enrollment growth, faculty and staff increases, and other
inflationary cost increases were not available, leading to an increase in student tuition and fees.
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Grants and contracts, net
Revenue from federal, state, private and local government grants and contracts—including an overall facilities and
administration cost recovery of $927 million, $825 million and $779 million in 2010, 2009 and 2008, respectively—
increased in both 2010 and 2009.
In 2010, federal grants and contracts revenue, including the federal facilities and administration cost recovery of $927
million, grew by $355 million, or 12.8 percent. This revenue represents support from a variety of federal agencies as
indicated below:
(in millions of dollars)

Department of Health and Human Services
National Science Foundation
Department of Education
Department of Defense
National Aeronautics and Space Administration
Department of Energy (excluding national laboratories)
Other federal agencies
Federal grants and contracts net revenue

2010

2009

2008

$ 1,917
462
122
227
90
89
229
$ 3,136

$ 1,728
421
102
197
86
77
170
$ 2,781

$ 1,689
420
95
174
82
75
206
$ 2,741

Expenses Associated with Core Activities
Expenses associated with the University’s core activities, including those classified as nonoperating expenses, were $23.4
billion, $21.2 billion and $20.6 billion in 2010, 2009 and 2008, respectively. Expenses increased in 2010 by $2.2 billion,
due primarily to recognition of expense for the unfunded pension obligation.
Expenses in the various categories have increased and decreased over the last three years as follows:
$15,003
$13,212
$12,401

$3,941 $3,771 $4,130
$2,186 $2,210 $2,102
$531

Salaries and beneﬁts

$451

$428

Scholarships and
fellowships

$1,267 $1,198 $1,094

Supplies and materials

Depreciation and
amortization

2010

$491
DOE laboratories,
utilities and other
operating expenses

2009

$385

$425

Interest expense and
other nonoperating
expenses

2008 in millions of dollars
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Categories of both operating and nonoperating expenses related to the University’s core activities in 2010 are as follows:
Interest expense and other
nonoperating expenses $491
DOE laboratories, utilities and
other operating expenses $3,941
Depreciation and
amortization $1,267

Salaries and beneﬁts $15,003

Supplies and materials $2,186
Scholarships and
fellowships $531

2010 in millions of dollars

Salaries and beneﬁts
Over 63 percent of the University’s expenses are related to salaries and benefits. There are nearly 135,000 full time
equivalent (FTE) employees in the University in 2010, excluding employees who are associated with LBNL whose salaries
and benefits are included as laboratory expenses. The number of employees in 2010 is unchanged from 2009. In 2010,
salaries and wages remained flat from 2009 due to the scheduled salary increases for union and academic personnel
offset by savings from the implementation of a furlough program that commenced in September 2009. Benefits increased
primarily due to the increase in annual contributions of $1.5 billion required for pension benefits.
During 2009, salaries and benefits grew by $811 million from 2008, or 6.5 percent. Salaries and wages increased by $464
million, or 5.0 percent. Retiree health benefit expense for the University’s campuses and medical centers resulting from
the implementation of GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other than Pensions, was $1.5 billion. Other benefit costs increased primarily from growth in health insurance
costs for active employees.
Scholarships and fellowships
The University places a high priority on student financial aid as part of its commitment to affordability. Scholarships
and fellowships, representing payments of financial aid made directly to students and reported as an operating expense,
were higher by $80 million in 2010 than in 2009, an increase of 17.7 percent, and were higher by $23 million in 2009
than in 2008, an increase of 5.5 percent. In addition, scholarship allowances, representing financial aid and fee waivers
awarded by the University, are also forms of scholarship and fellowship costs that increased in 2010 by $134 million, or
18.7 percent, to $849 million and increased in 2009 by 11.5 percent to $715 million. However, scholarship allowances
are reported as an offset to revenue, not as an operating expense. On a combined basis, as the University continues its
commitment to provide financial support for needy students, financial aid in all forms grew to $1.4 billion in 2010 from
$1.2 billion in 2009 and $1.1 billion in 2008, an increase of $313 million over the past two years, or 29 percent.
Supplies and materials
During 2010, overall supplies and materials costs decreased by $24 million, or 1.1 percent, and increased in 2009 by
$108 million, or 5.2 percent. In recent years, there has been inflationary pressure on the costs for medical supplies and
laboratory instruments and higher costs for general supplies necessary to support expanded research activity and student
enrollment. The University continues to find opportunities to manage expenses in light of reduced state appropriations.
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Other expenses
Other expenses consist of a variety of expense categories, including travel, rent, insurance, legal settlements and repairs
and maintenance, plus any gain or loss on disposals of capital assets and other nonoperating expenses.

Operating Losses
In accordance with the GASB’s reporting standards, operating losses were $5.6 billion in 2010, $5.0 billion in 2009 and
$4.9 billion in 2008. The operating loss in 2010 was partially offset by $3.9 billion of net revenue that is required by the
GASB to be classified as nonoperating, but clearly supports core operating activities of the University. Expenses associated
with core activities in 2010 exceeded revenue available to support core activities by $1.7 billion.
The operating loss in 2009 was partially offset by $3.3 billion of net revenue that is required by the GASB to be classified
as nonoperating, but clearly supports core operating activities of the University. Expenses associated with core activities in
2009 exceeded revenue available to support core activities by $1.5 billion.

Other Nonoperating Activities
The University’s other nonoperating activities, consisting of net appreciation or depreciation in the fair value of
investments, are noncash transactions and, therefore, are not available to support operating expenses.
Net appreciation (depreciation) in fair value of investments
In 2010, the University recognized net appreciation in the fair value of investments of $771 million compared to net
depreciation of $1.3 billion during 2009 and $192 million during 2008. Equity markets suffered losses in both 2009 and
2008, although the losses were partially offset by an increase in the fair value of certain securities in the fixed-income
portfolios. Equity markets partially recovered in 2010.

Other Changes in Net Assets
Similar to other nonoperating activities discussed above, other changes in net assets are also not available to support the
University’s operating expenses in the current year. State capital appropriations and capital gifts and grants may only
be used for the purchase or construction of the specified capital assets. Only income earned from gifts of permanent
endowments is available in future years to support the specified program.
The University’s enrollment growth requires new facilities, in addition to continuing needs for renewal, modernization
and seismic correction of existing facilities. Capital appropriations from the state of California decreased by $153 million
in 2010 and $81 million in 2009. Capital appropriations are from bond measures approved by the California voters.
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The University’s Cash Flows
The statement of cash flows presents the significant sources and uses of cash. A summary comparison of cash flows for
2010, 2009 and 2008 is as follows:
(in millions of dollars)
2010

Cash received from operations
Cash payments for operations

2009

2008

$ 16,160
(17,703)

$ 15,151
(17,616)

$ 14,268
(16,385)

Net cash used by operating activities
Net cash provided by noncapital ﬁnancing activities

(1,543)
3,225

(2,465)
4,022

(2,117)
3,878

Net cash provided by operating and
noncapital ﬁnancing activities
Net cash used by capital and related ﬁnancing activities
Net cash provided (used) by investing activities

1,682
(760)
(1,262)

1,557
(1,800)
623

1,761
(1,453)
(347)

(340)

380

(39)

488
$ 148

108
$ 488

147
$ 108

Net increase (decrease) in cash
Cash, beginning of year
Cash, end of year

Cash in demand deposit accounts is minimized by sweeping available cash balances into investment accounts on a daily
basis, although a $345 million deposit from the state at the end of 2009 was not invested in STIP until the following day
creating the significant decrease in 2010 and increase in 2009.
Cash used for operating activities ranged between $1.5 billion and $2.5 billion over the last three years. In accordance
with GASB requirements, certain cash flows relied upon for fundamental operational support of the core instruction
mission of the University are reported as noncapital financing activities, including state educational appropriations,
private gifts and grants and investment income. Cash provided by noncapital financing activities has ranged between $3.2
billion and $4.0 billion over the same three years. Cash flows from noncapital financing activities exceeded cash flows
required for operating purposes by $1.7 billion in 2010, $1.6 billion in 2009 and $1.8 billion in 2008.
Due to the state’s financial crisis, some payments to the University were deferred in 2010; $250 million due in July 2009
was deferred until October 2009, and $500 million was deferred until the end of 2010. The University used commercial
paper to finance its operations during the deferral periods.
Subsequent to 2009, the state of California finalized their State Budget Act that required reversion to the state of $715
million of 2009 state educational appropriations previously received. Had the State Budget Act been finalized prior to the
end of the year, cash flows from noncapital financing activities would have been $715 million less than reported. Cash
flows from noncapital financing activities are lower in 2010 since the reversion of $715 million and other overpayments of
state educational appropriations of $80 million were repaid to the state.
Net cash of $.8 billion, $1.8 billion and $1.5 billion was used in 2010, 2009 and 2008, respectively, for capital and related
financing activities, primarily for purchases of capital assets and principal and interest payments, partially offset by
sources that include new external financing, state and federal capital appropriations and gifts for capital purposes.
The year-to-year changes in cash provided (used) by investing activities is largely the result of the routine timing of
investment purchases and, to a lesser extent, investment income.
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THE UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
Separate foundations at each individual campus provide valuable assistance in fundraising, public outreach and other
support for the missions of the campus and the University. Although independent boards govern each of these ten
foundations, they are affiliated with, and their assets are dedicated for, the benefit of the University of California.

The Campus Foundations’ Financial Position
The campus foundations’ statement of net assets presents their combined financial position at the end of the year. It
displays all of the campus foundations’ assets, liabilities and net assets. The difference between assets and liabilities are net
assets, representing a measure of the current financial condition of the campus foundations.
The major components of the combined assets, liabilities and net assets of the campus foundations at 2010, 2009 and 2008
are as follows:
(in millions of dollars)

ASSETS
Investments
Investment of cash collateral
Pledges receivable, net
Other assets
Total assets
LIABILITIES
Securities lending collateral
Obligations under life income agreements
Other liabilities
Total liabilities
NET ASSETS
Restricted:
Nonexpendable
Expendable
Unrestricted
Total net assets

2010

2009

2008

$ 4,037
182
387
139
4,745

$ 3,525
189
402
213
4,329

$ 4,159
280
421
187
5,047

182
165
214
561

189
162
148
499

280
181
115
576

2,107
2,063
14
$ 4,184

1,867
1,951
12
$ 3,830

1,916
2,528
27
$ 4,471

Investments in 2010 increased by $512 million and declined by $634 million in 2009 due to fluctuations in the investment
markets. The Board of Trustees for each campus foundation is responsible for its specific investment policy, although asset
allocation guidelines are recommended to campus foundations by the Investment Committee of The Regents. The Boards
of Trustees may determine that all or a portion of their investments will be managed by the University’s Chief Investment
Officer. The Chief Investment Officer managed $1.0 billion, $922 million and $1.0 billion of the campus foundations’
investments at the end of 2010, 2009 and 2008, respectively.
Restricted, nonexpendable net assets include the corpus of the campus foundations’ permanent endowments and the
estimated fair value of certain planned giving arrangements. Restricted, expendable net assets are subject to externally
imposed restrictions governing their use. These net assets may be spent only in accordance with the restrictions placed
upon them and may include endowment income and investment gains, subject to each individual campus foundation’s
spending policy; support received from gifts; trustee held investments; or other third party receipts. New gifts and net
appreciation or depreciation in the fair value of investments were the primary reasons for the changes in value in 2010
and 2009.
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The Campus Foundations’ Results of Operations
The campus foundations’ combined statement of revenues, expenses and changes in net assets is a presentation of their
operating results for the year. It indicates whether their financial condition has improved or deteriorated during the year.
A summarized comparison of the operating results for 2010, 2009 and 2008 is as follows:
(in millions of dollars)
2010

2009

2008

$ 427
427

$ 376
376

$ 537
537

OPERATING EXPENSES
Grants to campuses and other expenses
Total operating expenses
Operating loss

595
595
(168)

458
458
(82)

540
540
(3)

NONOPERATING REVENUES (EXPENSES)
Investment income
Net appreciation (depreciation) in fair value of investments
Other nonoperating revenues (expenses)
Income (loss) before other changes in net assets

67
290
3
192

64
(743)
(34)
(795)

78
(143)
(12)
(80)

OTHER CHANGES IN NET ASSETS
Permanent endowments
Increase (decrease) in net assets

162
354

154
(641)

180
100

3,830
$ 4,184

4,471
$ 3,830

4,371
$ 4,471

OPERATING REVENUES
Private gifts and other revenues
Total operating revenues

NET ASSETS
Beginning of year
End of year

Operating revenues generally consist of current-use gifts, including pledges and income from other fundraising activities,
although they do not include additions to permanent endowments and endowment income. Operating revenues fluctuate
based upon fundraising campaigns conducted by the Foundations during the year.
Operating expenses generally consist of grants to University campuses, comprised of current-use gifts and endowment
income and other expenses, including gift fees. Grants to campuses typically follow the pattern indicated by private gift
revenue; however, the campus’ programmatic needs are also taken into consideration, subject to abiding by the designated
purposes of gifts to the endowment and the amounts available for grants in any particular year.
Grants to the campuses can only be made when the cash is received and, in addition, also include endowment investment
income, classified as nonoperating income. Therefore, operating losses can occur when grants distributed to the campuses
in any particular year exceed private gift revenue.

The Campus Foundations’ Cash Flows
The campus foundations’ combined statement of cash flows presents the significant sources and uses of cash and cash
equivalents. A summary comparison of cash flows for 2010, 2009 and 2008 is as follows:
(in millions of dollars)
2010

2009

2008

Net cash provided (used) by operating activities
Net cash provided by noncapital ﬁnancing activities
Net cash used by investing activities
Net increase (decrease) in cash and cash equivalents

$ (191)
141
(35)
(85)

$ (91)
147
(24)
32

$ 12
163
(186)
(11)

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

183
$ 98

151
$ 183

162
$ 151

Cash payments for grants are an operating activity, but these payments also include investment income which is an
investing activity. In addition, while the trend is for grants to campuses to coincide with contributions revenue, the timing
may not always occur in the same year.
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THE UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM (UCRS)
UCRS is a valuable component of the comprehensive benefits package offered to employees of the University. UCRS
consists of the University of California Retirement Plan (UCRP), a defined benefit plan for members; the University of
California Retirement Savings Program (UCRSP) that includes four defined contribution plans (Defined Contribution
Plan (DC Plan), Supplemental Defined Contribution Plan, 403(b) Plan and 457(b) Plan) to complement the defined
benefit plan, with several investment portfolio options for participants’ elective and non-elective contributions; and the
California Public Employees Retirement System (PERS) Voluntary Early Retirement Incentive Plan (PERS-VERIP) for
certain University employees that were members of PERS who elected early retirement.

UCRS’ Financial Position and Result of Operations
The statement of plans’ fiduciary net assets presents the financial position of UCRS at the end of the fiscal year. It displays
all of the retirement system’s assets, liabilities and net assets. The difference between assets and liabilities are the net assets
held in trust for pension benefits. These represent amounts available to provide pension benefits to members of UCRP
and participants in the defined contribution plans and PERS-VERIP. At June 30, 2010, the UCRS’ assets were nearly $59.9
billion, liabilities nearly $11.2 billion and net assets held in trust for pension benefits nearly $48.7 billion, an increase of
$3.9 billion from 2009. Net assets decreased in 2009 by $11.4 billion from 2008.
The major components of the assets, liabilities and net assets available for pension benefits for 2010, 2009 and 2008 are as
follows:
(in millions of dollars)

ASSETS
Investments
Participants’ interest in mutual funds
Investment of cash collateral
Other assets
Total assets
LIABILITIES
Securities lending collateral
Other liabilities
Total liabilities
NET ASSETS HELD IN TRUST
FOR PENSION BENEFITS
Members’ deﬁned beneﬁt plan beneﬁts
Participants’ deﬁned contribution plan beneﬁts
Total net assets held in trust for pension beneﬁts

2010

2009

2008

$ 45,856
3,462
10,112
449
59,879

$42,353
2,924
10,350
963
56,590

$ 52,532
3,773
12,162
889
69,356

10,117
1,076
11,193

10,387
1,404
11,791

12,224
949
13,173

34,634
14,052
$ 48,686

32,316
12,483
$ 44,799

42,099
14,084
$ 56,183
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The statement of changes in plans’ fiduciary net assets is a presentation of the UCRS’ operating results. It indicates
whether the financial condition has improved or deteriorated during the year. A summarized comparison of the operating
results for 2010, 2009 and 2008 is as follows:
(in millions of dollars)
2010

ADDITIONS (REDUCTIONS)
Contributions
$ 1,107
Net appreciation (depreciation) in fair value of investments
4,244
Investment and other income, net
1,192
Total additions (reductions)
6,543
DEDUCTIONS
Beneﬁt payments and participant withdrawals
Plan expenses
Transfer of assets to the LLNS deﬁned beneﬁt plan
Total deductions
Increase (decrease) in net assets
held in trust for pension beneﬁts

2009

$

2008

929
(11,325)
1,512
(8,884)

$ 1,038
(4,980)
1,888
(2,054)

2,618
38

2,465
36

2,656

2,501

2,804
36
1,568
4,408

$ 3,887

$ (11,385)

$ (6,462)

The financial markets, both domestically and internationally, have been volatile in recent times and have affected the
valuation of investments. The Regents utilizes asset allocation strategies that are intended to optimize investment returns
over time in accordance with investment objectives and at acceptable levels of risk. The overall investment gain based
upon unit values for UCRS was 11.8 percent in 2010 compared to an investment loss of (16.6) percent in 2009 and an
investment loss of (5.0) percent in 2008.
The participants’ interest in mutual funds, representing defined contribution plan contributions to certain mutual funds
on a custodial plan basis, fluctuates based upon market performance of the mutual funds and participant investment
elections.
UCRS participates in the University’s securities lending program as a means to augment income. All borrowers are
required to provide collateral and the University records a liability to the borrower for cash collateral received and held
by the University for securities on loan at the end of the year. Investments in cash collateral and the securities lending
collateral liability fluctuate in response to changes in demand from borrowers and the availability of securities based upon
the UCRS asset allocation mix.
Contributions in 2010 increased by $178 million primarily due to the restart of contributions by the University to UCRP
effective April 15, 2010 and contributions of $83 million receivable from the DOE for a portion of the unfunded liability
related to former employees of LLNL and LANL. The University’s contributions to UCRP for 2010 were $65 million.
Contributions in 2009 decreased by $109 million, partially resulting from discontinued participation in the defined
contribution plans by former employees at LLNL and LANL transitioning from the University to LLNS and LANS.
Benefit payments and participant withdrawals were $152 million more in 2010 than in 2009 and $339 million less in 2009
than in 2008. Payments from UCRP increase each year due to a growing number of retirees receiving payments and costof-living adjustments. Benefit payments from UCRSP fluctuate based upon member withdrawals. At the beginning of
2010, there were 51,700 retirees and beneficiaries receiving payments from UCRP as compared to 50,200 at the beginning
of 2009 and 47,600 at the beginning of 2008. Participant withdrawals from the Retirement Savings Plans in 2008 were
unusually high as a result of former employees at LLNL transitioning from the University to LLNS.
With the selection of LLNS as the successor contractor to the University for the management of LLNL effective
October 1, 2007, assets and liabilities attributable to UCRP benefits of the approximately 3,900 LLNL employees who
accepted employment with LLNS and elected to participate in the defined benefit plan established by LLNS were
transferred to the LLNS defined benefit plan. The market value of assets transferred as of March 31, 2008 to the LLNS
defined benefit plan associated with the transitioning employees who were not retained in UCRP was $1.6 billion.
As of July 1, 2009, the date of the most recent actuarial report, the UCRP’s overall funded ratio was 94.8 percent compared
to 103.0 percent as of July 1, 2008. The decline in the funded status ratio is primarily attributable to the investment
performance and the lack of employer and employee contributions.
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Additional information on the retirement plans can be obtained from the 2010 annual reports of the University of
California Retirement Plan, the University of California Retirement Savings Plans and the University of California PERSVERIP by writing to the University of California, Office of the President, Human Resources and Benefits, Post Office Box
24570, Oakland, California 94623.

THE UNIVERSITY OF CALIFORNIA RETIREE HEALTH BENEFIT TRUST (UCRHBT)
UCRHBT was established on July 1, 2007 to allow certain University locations—primarily campuses and medical
centers—that share the risks, rewards and costs of providing for retiree health benefits to fund such benefits on a costsharing basis and accumulate funds on a tax-exempt basis under an arrangement segregated from University assets. The
University contributes toward retiree medical and dental benefits, although it does not contribute toward the cost of other
benefits available to retirees. The DOE laboratories do not participate in UCRHBT, therefore the DOE has no interest in
the Trust’s assets.

UCRHBT’s Financial Position and Result of Operations
The statement of trust’s fiduciary net assets presents the financial position of UCRHBT at the end of the fiscal year. It
displays all of the UCRHBT’s assets, liabilities and net assets. The difference between assets and liabilities are the net
assets held in trust for retiree health benefits. These represent amounts available to provide retiree health benefits to its
participants.
The major components of the assets, liabilities and net assets available for retiree health benefits for 2010, 2009 and 2008
are as follows:
(in millions of dollars)

ASSETS
Investments
Other assets
Total assets
LIABILITIES
Total liabilities
NET ASSETS HELD IN TRUST FOR
RETIREE HEALTH BENEFITS
Total net assets held
in trust for retiree health beneﬁts

2010

2009

2008

$ 32
39
71

$ 38
38
76

$ 20
34
54

2

2

3

$ 69

$ 74

$ 51

The statement of changes in trust’s fiduciary net assets is a presentation of the UCRHBT’s operating results. It indicates
whether the financial condition has improved or deteriorated during the year. Summarized operating results for 2010,
2009 and 2008 are as follows:
(in millions of dollars)

ADDITIONS
Contributions
Investment income, net
Total additions
DEDUCTIONS
Insurance premiums and payments
Plan expenses
Total deductions
Increase (decrease) in net assets held
in trust for retiree health beneﬁts

2010

2009

2008

$ 254
254

$ 251
1
252

$ 243
1
244

257
2
259

226
2
228

191
2
193

$ (5)

$ 24

$ 51

Contributions for retiree health benefits are made by the campuses and medical centers based upon projected pay-as-yougo financing. The University acts as a third-party administrative agent on behalf of UCRHBT to pay health care insurers
and administrators amounts currently due.
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The retiree health benefits provided under the University’s plan and any liabilities related to the future funding
requirements for the retiree health benefits are reported by the University. The unfunded actuarial accrued liability for
eligible participants as of July 1, 2009, the date of the latest actuarial valuation, was $14.5 billion.
Additional information on the retiree health benefit plan can be obtained from the 2010 annual reports of the University
of California Health and Welfare Plan by writing to the University of California, Office of the President, Human
Resources and Benefits, Post Office Box 24570, Oakland, California 94623.

LOOKING FORWARD
The University of California is a world center of learning, known for generating a steady stream of talent, knowledge
and social benefits, and has always been at the center of California’s capacity to innovate. The excellence of its programs
attracts the best students, leverages hundreds of millions of dollars in state, federal and private funding and promotes
discovery of new knowledge that fuels economic growth.
In the midst of the state fiscal crisis earlier this decade, in 2006, the University entered into a six-year Compact with
Governor Schwarzenegger. The funding agreement was a comprehensive statement of the minimum resources needed
for the University to accommodate enrollment growth and sustain the quality of the institution. For 2006 through 2008,
state funding increased by more than $550 million, allowing the University to continue enrollment growth, provide
compensation increases for faculty and staff and avoid a student fee increase in 2007.
The provisions of the Compact called for the state to provide increased funding for 2009 and 2010 of at least $223
million each year. However, the state’s ongoing budget deficit led the Governor to first fund the Compact provisions
in 2009, consistent with the Compact, and then propose a 10 percent reduction from that higher education budget. In
this way, at least initially, the Compact protected the University from greater budget reductions in 2009. As the state’s
latest fiscal crisis grew during 2009, proposed budget cuts for 2009 and 2010 also grew. Permanent and one-time cuts
to the University’s budget for 2009 totaled $814.1 million, although these reductions were to be partially offset by state
Stabilization Funds authorized by the federal economic stimulus act. For 2010, permanent and one-time cuts in state
funding totaled $637.1 million (from the level of state funding in 2008), essentially erasing the gains made over the earlier
period of the Compact. These cuts, along with unfunded mandatory cost increases for 2009 and 2010, mean that during
2010 permanent state funding is nearly $1.1 billion below the level called for by the Compact.
The fiscal problems associated with the inability of the state to provide the funding called for in the Compact—including
funding for enrollment growth of more than 15,000 students—and subsequent state funding reductions were further
compounded for the University by unfunded cost increases for academic merit increases, collective bargaining
agreements, health benefits costs and purchased utilities. Under the Compact, state support for the University normally
would be $3.9 billion in 2011, or nearly $1.3 billion more than actual state support during 2010. However, given the
ongoing fiscal crisis, it is unlikely that the state will be situated to restore earlier funding reductions, let alone provide the
funding increases called for in the Compact.
In addition to the above, over the course of 2011, the state will be deferring some payments to the University; $500
million due in the first quarter of 2010 will be deferred until the end of 2011. Other deferrals are also possible.
The University remains highly competitive in attracting federal grants and contracts revenue, with fluctuations in the
awards received closely paralleling trends in the budgets of federal research granting agencies. Over two-thirds of the
University’s federal research revenue comes from two agencies, the Department of Health and Human Services, primarily
through the National Institutes of Health, and the National Science Foundation. Other agencies that figure prominently
in the University’s awards are the Department of Education, Department of Defense, the National Aeronautics and
Space Administration and the Department of Energy. While the federal government works through its own financial
constraints, there is a bipartisan effort underway to focus on innovation and competitiveness for the nation. In 2010, the
University attracted $700 million in additional awards for research funding from federal economic stimulus funds made
available by the American Recovery and Reinvestment Act (ARRA), representing approximately 11% of the University’s
awards in 2010. Federal agencies have now awarded most of their ARRA funds and the funds are expected to be fully
expended by 2014. The University is a unique national resource for helping the nation address competitiveness and
economic initiatives.

26

The University’s private support is a testament to its distinction as a leader in philanthropy among the nation’s colleges
and universities and the high regard in which its alumni, corporations, foundations and other supporters hold the
University. The level of private support underscores the continued confidence among donors in the quality of the
University’s programs and the importance of its mission. At the same time, private support in 2011 will likely continue to
reflect the changes in the economy and financial markets, the effect of which is not determinable at this time.
Additional, affordable and accessible student housing continues to be required in order to satisfy demand. Most campus
residence halls are occupied at design capacity. The University is responding to increased demand by building student
housing in the traditional manner, with housing fees set to generate sufficient revenue to cover direct and indirect
operating costs and debt service and by seeking development opportunities for privately owned housing on University
campuses.
Currently, the University does not pre-fund retiree health benefits and provides for benefits on a pay-as-you-go basis. The
unfunded liability for the campuses and medical centers as of the July 1, 2009 actuarial valuation was $14.5 billion. The
Regents is scheduled to consider modifications to eligibility and the University’s share of contributions for retiree health
care at meetings during fall 2010. The modifications to be considered include recommendations by the Post-Employment
Benefits Task Force, which submitted its report to the University President in August 2010.
UCRP costs are funded by a combination of investment earnings, employee member and employer contributions. The
unfunded liability for the campuses and medical centers as of the July 1, 2009 actuarial valuation was $1.9 billion or 94.8
percent funded. For the July 1, 2010, the funded ratio is expected to decrease to approximately 86 percent. The funding
policy contributions related to campuses and medical centers in the July 1, 2009 actuarial valuation for 2010 are $1.6
billion, which represents 20.4 percent of covered compensation. Employer contributions for 2010 were $65 million.
For 2011, the Regents authorized increasing the employer and employee contribution rates to UCRP. Contributions
by employees will be increased to 3.5 percent of covered compensation in July 2011 and 5.0 percent in July 2012 and
contributions by the University would be increased to 7.0 percent of covered compensation in July 2011 and 10 percent
in July 2012. These proposed changes would be subject to collective bargaining for union-represented employees. The
Regents is scheduled to consider modifications to benefit design for pension benefits at meetings during fall 2010. The
modifications to be considered include recommendations by the Post-Employment Benefits Task Force, which submitted
its report to the University President in August 2010.
The University’s medical centers have demonstrated very positive financial results, although they continue to face
financial and competitive challenges in their regional markets, along with the added costs and responsibilities related to
their function as academic institutions. The demand for health care services and the cost of providing them continue to
increase significantly. In addition to the rising costs of salaries, benefits and medical supplies faced by hospitals across the
state, along with the costs of maintaining and upgrading facilities, the University’s medical centers also face additional
costs associated with new technologies, biomedical research, the education and training of health care professionals and
the care for a disproportionate share of the medically underserved in California. Other than Medicare and Medi-Cal
(California’s Medicaid program), health insurance payments do not recognize the added cost of teaching in their payment
to academic medical centers. Over the last few years, Medicare margins have declined as a result of payment reductions.
Changes to the Medi-Cal program will likely limit or reduce the rates of payment growth to the medical centers in
future years. Also, as a result of state legislation, the medical centers face capital requirements to ensure that facilities can
maintain uninterrupted operations following a major earthquake. While the state has provided additional capital to meet
these requirements, the level of support provided will not cover the full cost to the University. Other sources of capital are
required.
The continuing financial success of the medical centers is predicated on a multifaceted strategy, which includes competing
in commercial markets and offering high quality regional services. Positive results in commercial contracts have helped
address the lack of support for medical education and care for the poor. Further, the medical centers remain competitive
in their respective markets by reducing costs through improved efficiencies, making strategic investments and by
expanding their presence in the market through stronger links with other providers and payers. Payment strategies must
recognize the need to maintain an operating margin sufficient to cover debt, provide working capital, purchase state-ofthe-art equipment and invest in infrastructure and program expansion.
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On March 23, 2010, the Patient Protection and Affordable Care Act (PPACA) was signed into law. On March 30, 2010
the Health Care and Education Reconciliation Act of 2010 was signed, amending the PPACA (collectively the “Affordable
Care Act”). The Affordable Care Act addresses a broad range of topics affecting the health care industry, including a
significant expansion of healthcare coverage. The coverage expansion is accomplished primarily through incentives
for individuals to obtain and employers to provide health care coverage and an expansion in Medicaid eligibility. The
Affordability Act also includes incentives for medical research and the use of electronic health records, changes designed
to curb fraud, waste and abuse, and creates new agencies and demonstration projects to promote the innovation
and efficiency in the healthcare delivery system. Some provisions of the health care reform legislation are effective
immediately; others will be phased in through 2014. Further legislative policies are required for several provisions that
will be effective in future years. The impact of this legislation will likely affect the medical centers, the effect of the changes
that will be required in future years are not determinable at this time.
AB 1383 of 2009, as amended by AB 1653 on September 8, 2010, establishes a series of Medicaid supplemental payments
funded through a “quality assurance fee” (Hospital Fee Program) imposed on certain California hospitals. The effective
date of the Hospital Fee Program is April 1, 2009 through December 31, 2010 and is predicated in part on the enhanced
Federal Medicaid Assistance Percentage (FMAP) contained in the American Reinvestment and Recovery Act (ARRA).
The Hospital Fee Program would make supplemental payments to hospitals for various health care services and support
the State’s effort to maintain health care coverage for children. Supplemental payments are anticipated to be made by
California Department of Health Care Services (CDHS) before December 31, 2010. The medical centers, as designated
public hospitals, are exempt from paying the “quality assurance fee”; however, the medical centers are eligible to receive
supplemental payments under the Hospital Fee Program.
The University must have a balanced array of many categories of facilities to meet its education, research and public
service goals and continues to assess its long-term capital requirements. The support for the University’s capital program
will be provided from a combination of sources, including the state of California, external financing, gifts and other
sources.
Additional budget information can be found at http://universityofcalifornia.edu/news/budget/welcome.html. Additional
information concerning state budget matters and the state’s financial condition may be found on the website of the State of
California Department of Finance at http://www.dof.ca.gov.

Cautionary Note Regarding Foward-Looking Statements
Certain information provided by the University, including written as outlined above or oral statements made by its
representatives, may contain forward-looking statements as defined in the Private Securities Litigation Reform Act of
1995. All statements, other than statements of historical facts, which address activities, events, or developments that the
University expects or anticipates will or may occur in the future contain forward-looking information.
In reviewing such information, it should be kept in mind that actual results may differ materially from those projected or
suggested in such forward-looking information. This forward-looking information is based upon various factors and was
derived using various assumptions. The University does not undertake to update forward-looking information contained
in this report or elsewhere to reflect actual results, changes in assumptions or changes in other factors affecting such
forward-looking information.
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REPORT OF INDEPENDENT AUDITORS

To The Regents of the University of California:
In our opinion, based upon our audits, the financial statements listed in the accompanying table of
contents on page 7, which collectively comprise the financial statements of the University of California
(the “University”), a component unit of the State of California, present fairly, in all material respects,
the respective financial position and plans’ and trust’s fiduciary net assets of the University, its
aggregate discretely presented component units, and the University of California Retirement System
(the “Plans”) and the University of California Retiree Health Benefit Trust (the “Trust”), respectively,
at June 30, 2010 and 2009, and the respective changes in financial position and cash flows of the
University and its component units, and the changes in the Plans’ and the Trust’s fiduciary net assets
for the years then ended in conformity with accounting principles generally accepted in the United
States of America. These financial statements are the responsibility of the University’s management.
Our responsibility is to express opinions on these financial statements based on our audits. We
conducted our audits of these statements in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinions.
As discussed in the significant accounting policies in the Notes to Financial Statements, the University
adopted Governmental Accounting Standards Board Statement No. 53, Accounting and Financial
Reporting for Derivative Instruments, as of July 1, 2009 and Governmental Accounting Standards Board
Statement No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations, as of
July 1, 2008.
The Required Supplementary Information (“RSI”) on page 97 is not a required part of the financial
statements but is supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the RSI. However, we did not
audit the information and express no opinion on it.

San Francisco, California
October 14, 2010
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UNIVERSITY OF CALIFORNIA
STATEMENTS OF NET ASSETS
AT JUNE 30, 2010 AND 2009 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA

2010

ASSETS
Cash and cash equivalents
Short-term investments
Investment of cash collateral
Investments held by trustees
Accounts receivable, net
Pledges receivable, net
Current portion of notes and mortgages receivable, net
Inventories
Department of Energy receivable
Other current assets
Current assets
Investments
Investment of cash collateral
Investments held by trustees
Pledges receivable, net
Notes and mortgages receivable, net
Department of Energy receivable
Capital assets, net
Other noncurrent assets
Noncurrent assets
Total assets
LIABILITIES
Accounts payable
Accrued salaries
Employee beneﬁts
Deferred revenue
Collateral held for securities lending
Commercial paper
Current portion of long-term debt
Funds held for others
Department of Energy laboratories’ liabilities
Other current liabilities
Current liabilities
Federal refundable loans
Self-insurance
Obligations under life income agreements
Long-term debt
Obligation to UCRP
Obligations for retiree health beneﬁts
Other noncurrent liabilities
Noncurrent liabilities
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Reserved for minority interests
Restricted:
Nonexpendable:
Endowments and gifts
Expendable:
Endowments and gifts
Other, including debt service, loans,
capital projects and appropriations
Unrestricted
Total net assets
See accompanying Notes to Financial Statements
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$

148,350
2,329,965
2,054,994
38,077
3,042,882
37,771
34,996
170,532
197,729
166,040
8,221,336
13,622,965
483,281
1,076,669
39,651
308,941
110,853
22,463,051
262,775
38,368,186
46,589,522

2009

$

487,943
2,036,487
1,844,661
28,055
2,682,475
48,213
29,598
166,229
95,458
144,823
7,563,942
11,367,085
346,219
909,105
44,815
298,516
66,438
21,276,915
231,906
34,540,999
42,104,941

2010

$

2009

97,481
327,089
151,085

$ 183,216
359,426
163,680

6,669
129,238
9

6,506
131,352
16

1,749
713,320
3,710,278
30,513

4,024
848,220
3,165,196
25,363

257,672
501

270,419
486

32,428
4,031,392
4,744,712

19,284
3,480,748
4,328,968

7,348

3,200

13,647
181,598

189,064

179,648

130,917

21,012
403,253

19,197
342,378

143,737

142,740

14,072
157,809
561,062

13,532
156,272
498,650

1,919,479
763,250
331,376
933,186
2,539,504
407,810
587,598
217,598
100,523
907,236
8,707,560
223,149
431,071
26,981
11,947,332
1,607,821
3,773,804
520,725
18,530,883
27,238,443

2,453,465
704,526
212,667
960,688
2,199,262
665,525
466,905
200,856
83,212
840,441
8,787,547
219,662
434,924
28,359
9,857,040
68,696
2,377,128
455,922
13,441,731
22,229,278

10,793,554
19,277

10,822,512

996,606

947,035

2,107,264

1,866,833

4,573,003

4,243,073

2,062,623

1,951,656

451,242
2,517,397
$19,351,079

314,530
3,548,513
$19,875,663

13,763
$ 4,183,650

11,829
$ 3,830,318

UNIVERSITY OF CALIFORNIA
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
YEARS ENDED JUNE 30, 2010 AND 2009 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA

2010

OPERATING REVENUES
Student tuition and fees, net
Grants and contracts, net
Federal
State
Private
Local
Medical centers, net
Educational activities, net
Auxiliary enterprises, net
Department of Energy laboratories
Campus foundation private gifts
Other operating revenues, net
Total operating revenues
OPERATING EXPENSES
Salaries and wages
UCRP beneﬁts
Retiree health beneﬁts
Other employee beneﬁts
Scholarships and fellowships
Utilities
Supplies and materials
Depreciation and amortization
Department of Energy laboratories
Campus foundation grants
Other operating expenses
Total operating expenses
Operating loss

2009

$ 2,401,323

$ 2,096,817

3,136,216
537,628
1,079,358
185,953
5,882,111
1,562,287
1,107,419
910,194

2,781,370
508,774
1,016,687
199,326
5,496,077
1,460,168
1,143,962
667,983

523,914
17,326,403

495,457
15,866,621

9,846,671
1,597,534
1,642,202
1,916,553
531,314
284,709
2,186,316
1,267,134
903,926

9,822,533
69,138
1,501,937
1,818,301
451,263
309,842
2,210,319
1,197,404
661,863

2,752,200
22,928,559
(5,602,156)

2,799,176
20,841,776
(4,975,155)

2,782,626
146,502
24,187
298,584
794,244

2,415,416
161,128

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

2010

2009

$ 422,643
4,707
427,350

$ 372,908
3,093
376,001

565,952
29,013
594,965
(167,615)

444,730
13,496
458,226
(82,225)

788
65,218
290,227

2,001
61,754
(742,735)

NONOPERATING REVENUES (EXPENSES)
State educational appropriations
State ﬁnancing appropriations
Build America Bonds federal interest subsidies
Federal Pell grants
Private gifts, net
Investment income:
Short Term Investment Pool and other, net
Endowment, net
Securities lending, net
Campus foundations
Net appreciation (depreciation) in fair value of investments
Interest expense
Loss on disposal of capital assets
Other nonoperating revenues (expenses), net
Net nonoperating revenues (expenses)
Income (loss) before other changes in net assets

283,849
96,917
10,842

304,132
138,355
23,843

771,152
(460,474)
(31,491)
60
4,716,998
(885,158)

(1,278,281)
(355,882)
(26,513)
(3,209)
2,244,519
(2,730,636)

3,163
359,396
191,781

(33,712)
(712,692)
(794,917)

OTHER CHANGES IN NET ASSETS
State capital appropriations
Capital gifts and grants, net
Permanent endowments
Increase (decrease) in net assets

159,777
189,617
11,180
(524,584)

313,019
154,998
10,583
(2,252,036)

161,551
353,332

154,404
(640,513)

19,875,663
$19,351,079

22,127,699
$19,875,663

3,830,318
$ 4,183,650

4,470,831
$ 3,830,318

NET ASSETS
Beginning of year, as restated
End of year

201,427
664,103

See accompanying Notes to Financial Statements
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UNIVERSITY OF CALIFORNIA
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2010 AND 2009 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA

CASH FLOWS FROM OPERATING ACTIVITIES
Student tuition and fees
Grants and contracts
Medical centers
Educational activities
Auxiliary enterprises
Collection of loans from students and employees
Campus foundation private gifts
Payments to employees
Payments to suppliers and utilities
Payments for UCRP beneﬁts
Payments for retiree health beneﬁts
Payments for other employee beneﬁts
Payments for scholarships and fellowships
Loans issued to students and and employees
Payments to campuses and beneﬁciaries
Other receipts (payments)
Net cash used by operating activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State educational appropriations
Refunds of state educational appropriations
Federal Pell grants
Gifts received for other than capital purposes:
Private gifts for endowment purposes
Other private gifts
Receipt of retiree health contributions from UCRP
Payment of retiree health contributions to UCRHBT
Receipts from UCRHBT
Payments for retiree health beneﬁts made on behalf of UCRHBT
Student direct lending receipts
Student direct lending payments
Commercial paper ﬁnancing:
Proceeds from issuance
Payments of principal
Other receipts (payments)
Net cash provided by noncapital ﬁnancing activities
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Commercial paper ﬁnancing:
Proceeds from issuance
Payments of principal
Interest paid
State capital appropriations
State ﬁnancing appropriations
Build America Bonds federal interest subsidies
Capital gifts and grants
Proceeds from debt issuance
Proceeds from the sale of capital assets
Proceeds from insurance recoveries
Purchase of capital assets
Reﬁnancing or prepayment of outstanding debt
Scheduled principal paid on debt and capital leases
Interest paid on debt and capital leases
Other receipts
Net cash used by capital and related ﬁnancing activities
See accompanying Notes to Financial Statements
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2010

2009

$ 2,382,458
4,807,331
5,785,772
1,566,380
1,112,742
49,853

$ 2,101,915
4,591,125
5,441,705
1,456,141
1,135,646
46,649

(9,715,290)
(5,142,595)
(45,709)
(244,582)
(1,959,413)
(531,000)
(64,916)

(9,790,445)
(5,232,710)
(2,371)
(244,387)
(1,840,797)
(450,360)
(54,394)

455,562
(1,543,407)

377,118
(2,465,165)

2,789,740
(795,000)
294,862

3,217,312

12,076
793,012
18,129
(17,514)
260,398
(260,473)
675,177
(675,177)
639,475
(500,000)
(9,391)
3,225,314

189,194
(586,384)
(2,514)
183,857
10,026
19,181
135,764
2,473,681
1,243
1,500
(2,279,641)
(167,318)
(286,126)
(452,267)
(759,804)

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

2010

2009

$ 391,275

$ 387,261

(584,274)
1,719
(191,280)

(471,544)
(6,468)
(90,751)

10,338
660,890
14,512
(14,680)
232,460
(233,242)
601,227
(601,227)

138,323

147,920

(66,167)
4,022,548

2,332
140,655

(362)
147,558

201,125

891,647
(776,122)
(7,514)
296,683
7,317
100,762
1,429,379
1,454
(2,875,925)
(87,516)
(472,186)
(339,788)
31,348
(1,800,461)

UNIVERSITY OF CALIFORNIA
STATEMENTS OF CASH FLOWS (CONTINUED)
YEARS ENDED JUNE 30, 2010 AND 2009 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments
Purchase of investments
Investment income, net of investment expenses
Net cash provided (used) by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

2010

2009

2010

$ 54,025,091
(55,669,584)
382,797
(1,261,696)
(339,593)
487,943
$ 148,350

$ 66,382,974
(66,218,195)
458,226
623,005
379,927
108,016
$ 487,943

$ 571,109
(671,245)
65,026
(35,110)
(85,735)
183,216
$ 97,481

$ 526,138
(616,413)
66,024
(24,251)
32,556
150,660
$183,216

$ (4,975,155)

$ (167,615)

$ (82,225)

(26,482)
21,061

(6,520)
19,253

(942)
2,359
(6,221)

(743)
5,394
(346)

(2,738)
1,957

4,173
(5,290)

(98)

498

(13,238)

(20,444)

677
$ (191,280)

(4,501)
$ (90,751)

$

$

RECONCILIATION OF OPERATING LOSS TO NET CASH USED BY OPERATING ACTIVITIES
Operating loss
$ (5,602,156)
Adjustments to reconcile operating loss to net cash used by operating activities:
Depreciation and amortization expense
1,267,134
Noncash gifts
Allowance for doubtful accounts
44,000
Loss on impairment of capital assets
22,803
Change in assets and liabilities:
Investments
Accounts receivable
(426,247)
Pledges receivable
Investments held by trustees
(12,299)
Inventories
(4,303)
Other assets
(29,061)
Accounts payable
(1,034)
Accrued salaries
58,724
Employee beneﬁts
117,564
Deferred revenue
(25,794)
Self-insurance
(12,059)
Obligations to life beneﬁciaries
Obligation to UCRP
1,532,701
Obligations for retiree health beneﬁts
1,396,676
Other liabilities
129,944
Net cash used by operating activities
$ (1,543,407)
SUPPLEMENTAL NONCASH ACTIVITIES INFORMATION
Capital assets acquired through capital leases
Capital assets acquired with a liability at year-end
Change in fair value of interest rate swaps classiﬁed as hedging derivatives
Gifts of capital assets
Other noncash gifts
Proceeds from lease revenue bonds issued
Debt service for, or reﬁnancing of, lease revenue bonds
Principal paid
Interest paid
Reﬁnancing of interim loans under lease-purchase agreements
Interest added to principal
Beneﬁcial interest in charitable remainder trust

$

58,828
101,516
(15,978)
52,080
18,432
271,059
(93,275)
(103,632)

2009

1,197,404
49,602

(54,907)
(31,849)
(8,309)
(11,847)
474
(828)
40,838
3,928
1,274
68,696
1,258,374
(2,860)
$ (2,465,165)

$

76,213
93,164
(13,441)
28,954
17,563
206,830

508
62,093

303
29,389

(96,658)
(104,797)
(147,970)
655
4,867

1,061
4,768

See accompanying Notes to Financial Statements
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UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM AND RETIREE HEALTH BENEFIT TRUST
STATEMENTS OF PLANS’ AND TRUST’S FIDUCIARY NET ASSETS
AT JUNE 30, 2010 AND 2009 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM
(UCRS)

2010

ASSETS
Investments
Participants’ interest in mutual funds
Investment of cash collateral
Participant 403(b) loans
Accounts receivable:
Contributions from University and aﬃliates
Investment income
Securities sales and other
Prepaid insurance premiums
Total assets
LIABILITIES
Payable to University
Payable for securities purchased
Member withdrawals, refunds and other payables
Collateral held for securities lending
Total liabilities
NET ASSETS HELD IN TRUST
Members’ deﬁned beneﬁt plan beneﬁts
Participants’ deﬁned contribution plan beneﬁts
Retiree health beneﬁts
Total net assets held in trust
See accompanying Notes to Financial Statements
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2009

UNIVERSITY OF CALIFORNIA
RETIREE HEALTH
BENEFIT TRUST
(UCRHBT)

2010

2009

TOTAL UCRS AND UCRHBT

2010

2009

$ 45,855,690
3,461,615
10,112,188
126,694

$ 42,352,723
2,923,695
10,350,285
107,192

$ 32,509

$ 38,384

$ 45,888,199
3,461,615
10,112,188
126,694

$ 42,391,107
2,923,695
10,350,285
107,192

163,236
105,433
54,190

59,449
113,586
683,085

59,879,046

56,590,015

18,183
7
1,078
19,763
71,540

15,994
18
4,632
17,403
76,431

181,419
105,440
55,268
19,763
59,950,586

75,443
113,604
687,717
17,403
56,666,446

2,186

2,061

868,642
207,200
10,116,795
11,192,637

1,213,209
191,091
10,387,181
11,791,481

2,186

2,061

2,186
868,642
207,200
10,116,795
11,194,823

2,061
1,213,209
191,091
10,387,181
11,793,542

34,633,878
14,052,531

32,315,482
12,483,052

$ 48,686,409

$ 44,798,534

74,370
$ 74,370

34,633,878
14,052,531
69,354
$ 48,755,763

32,315,482
12,483,052
74,370
$ 44,872,904

69,354
$ 69,354

UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM AND RETIREE HEALTH BENEFIT TRUST
STATEMENTS OF CHANGES IN PLANS’ AND TRUST’S FIDUCIARY NET ASSETS
YEARS ENDED JUNE 30, 2010 AND 2009 (IN THOUSANDS OF DOLLARS)
UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM
(UCRS)

2010

ADDITIONS (REDUCTIONS)
Contributions:
Members and employees
Retirees
University
Total contributions

$

951,025

2009

$

8,044
928,984

Investment income (expense), net:
Net appreciation (depreciation) in fair value of investments
Interest, dividends and other investment income
Securities lending income
Securities lending fees and rebates
Total investment income (expense), net
Interest income from contributions receivable
Total additions (reductions)

4,243,820
1,135,923
74,831
(23,041)
5,431,533
4,756
6,543,063

(11,324,769)
1,395,099
217,438
(105,682)
(9,817,914)
5,246
(8,883,684)

DEDUCTIONS
Beneﬁt payments:
Retirement payments
Member withdrawals
Cost-of-living adjustments
Lump sum cashouts
Preretirement surivor payments
Disability payments
Death payments
Participant withdrawals
Total beneﬁt payments

1,382,587
76,485
256,400
190,492
34,752
35,331
6,377
634,895
2,617,319

1,287,572
78,794
235,134
156,572
33,487
35,984
6,462
630,889
2,464,894

Insurance premiums:
Insured plans
Self-insured plans
Medicare Part B reimbursements
Total insurance premiums, net

NET ASSETS HELD IN TRUST
Beginning of year
End of year

2010

2009

$ 19,345
234,692
254,037

$ 15,895
235,115
251,010

97

528

97

528

254,134

251,538

920,940

155,749
1,106,774

Expenses:
Plan administration
Other
Total expenses
Total deductions
Increase (decrease) in net assets held in trust

UNIVERSITY OF CALIFORNIA
RETIREE HEALTH
BENEFIT TRUST
(UCRHBT)

TOTAL UCRS AND UCRHBT

2010

$

951,025
19,345
390,441
1,360,811

2009

$

920,940
15,895
243,159
1,179,994

4,243,820
1,136,020
74,831
(23,041)
5,431,630
4,756
6,797,197

(11,324,769)
1,395,627
217,438
(105,682)
(9,817,386)
5,246
(8,632,146)

1,382,587
76,485
256,400
190,492
34,752
35,331
6,377
634,895
2,617,319

1,287,572
78,794
235,134
156,572
33,487
35,984
6,462
630,889
2,464,894

205,924
28,161
23,520
257,605

177,246
26,510
22,211
225,967

205,924
28,161
23,520
257,605

177,246
26,510
22,211
225,967
36,916
1,519
38,435
2,729,296
(11,361,442)
56,234,346
$ 44,872,904

36,246
1,623
37,869
2,655,188
3,887,875

34,911
1,519
36,430
2,501,324
(11,385,008)

1,545

2,005

1,545
259,150
(5,016)

2,005
227,972
23,566

37,791
1,623
39,414
2,914,338
3,882,859

44,798,534
$ 48,686,409

56,183,542
$ 44,798,534

74,370
$ 69,354

50,804
$ 74,370

44,872,904
$ 48,755,763

See accompanying Notes to Financial Statements
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University of California

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION
The University of California (the University) was founded in 1868 as a public, state-supported institution. The California
State Constitution provides that the University shall be a public trust administered by the corporation, “The Regents
of the University of California,” which is vested with full powers of organization and government, subject only to such
legislative control necessary to ensure the security of its funds and compliance with certain statutory and administrative
requirements. The majority of the 26-member independent governing board (The Regents) is appointed by the
Governor and approved by the State Senate. Various University programs and capital outlay projects are funded through
appropriations from the state’s annual Budget Act. The University’s financial statements are discretely presented in the
state’s general purpose financial statements as a component unit.

FINANCIAL REPORTING ENTITY AND SIGNIFICANT ACCOUNTING POLICIES
Financial Reporting Entity
The University’s financial statements include the accounts of ten campuses, five medical centers, a statewide agricultural
extension program and the operations of most student government or associated student organizations as part of the
primary financial reporting entity because The Regents has certain fiduciary responsibility for these organizations. In
addition, the financial position and operating results of certain other legally separate organizations are included in the
University’s financial reporting entity on a blended basis if The Regents is determined to be financially accountable for
the organization. Organizations that are not significant or financially accountable to the University, such as booster
and alumni organizations, are not included in the reporting entity. However, cash invested with the University by these
organizations, along with the related liability, is included in the statement of net assets. The statement of revenues,
expenses and changes in net assets excludes the activities associated with these organizations.
The University has ten legally separate, tax-exempt, affiliated campus foundations. The combined financial statements
of the University of California campus foundations (campus foundations) are presented discretely in the University’s
financial statements because of the nature and significance of their relationship with the University, including their
ongoing financial support of the University. Campus foundations may invest all or a portion of their investments in
University-managed investment pools. Securities in these investment pools are included in the University’s securities
lending program. Accordingly, the campus foundations’ investments in University-managed investment pools and their
allocated share of the securities lending activities have been excluded from the University’s financial statements and
displayed in the campus foundations’ column.
Specific assets and liabilities and all revenues and expenses associated with the Lawrence Berkeley National Laboratory
(LBNL)—a major United States Department of Energy (DOE) national laboratory operated and managed by the
University under contract directly with the DOE—are included in the financial statements.
The Regents has fiduciary responsibility for the University of California Retirement System (UCRS) that includes two
defined benefit plans, the University of California Retirement Plan (UCRP) and the University of California Public
Employees’ Retirement System (PERS) Voluntary Early Retirement Incentive Plan (PERS–VERIP), and four defined
contribution plans in the University of California Retirement Savings Program (UCRSP), consisting of the Defined
Contribution Plan (DC Plan), the Supplemental Defined Contribution Plan (SDC Plan), the Tax Deferred 403(b)
Plan (403(b) Plan) and the 457(b) Deferred Compensation Plan (457(b) Plan). As a result, the UCRS statements of
plans’ fiduciary net assets and changes in plans’ fiduciary net assets are shown separately in the University’s financial
statements.
The Regents also has fiduciary responsibility for the University of California Retiree Health Benefit Trust (UCRHBT).
The UCRHBT statements of trust’s fiduciary net assets and changes in trust’s fiduciary net assets are shown separately in
the University’s financial statements. UCRHBT allows certain University locations and affiliates—primarily campuses
and medical centers—that share the risks, rewards and costs of providing for retiree health benefits to fund such benefits
on a cost-sharing basis and accumulate funds on a tax-exempt basis under an arrangement segregated from University
assets. The Regents serves as Trustee of UCRHBT and has the authority to amend or terminate the Trust.
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Signiﬁcant Accounting Policies
The financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America, including all applicable effective statements of the Governmental Accounting Standards Board
(GASB) and all statements of the Financial Accounting Standards Board issued through November 30, 1989, using the
economic resources measurement focus and the accrual basis of accounting.
GASB Statement No. 51, Accounting and Financial Reporting for Intangible Assets, was adopted by the University during
the year ended June 30, 2010. This Statement requires capitalization of identifiable intangible assets in the statement of
net assets and provides guidance for amortization of intangible assets unless they are considered to have an indefinite
useful life. Implementation of Statement No. 51 had no effect on the University’s net assets or changes in net assets for the
years ended June 30, 2010 and 2009.
GASB Statement No. 53, Accounting and Financial Reporting for Derivative Instruments, was also adopted during the year
ended June 30, 2010. Statement No. 53 requires the University to report its derivative instruments at fair value. Changes
in fair value for effective hedges that are achieved with derivative instruments are to be reported as deferrals in the
statement of net assets. Derivative instruments that either do not meet the criteria for an effective hedge or are associated
with investments that are already reported at fair value are to be classified as investment derivative instruments. Changes
in fair value of those derivative instruments are to be reported as net appreciation or depreciation in the fair value of
investments. Upon adoption of Statement No. 53, retrospective application is required.
The University holds futures contracts, foreign exchange contracts, forward contracts to purchase securities on a tobe-announced basis and interest rate swaps. The futures contracts, foreign exchange contracts and forward contracts to
purchase securities on a to-be-announced basis are considered investment derivative instruments with the changes in
fair value being reported as net appreciation or depreciation in the fair value of investments in the statement of revenues,
expenses and changes in net assets.
The University has determined that the interest rate swaps entered into in conjunction with certain variable rate Medical
Center Pooled Revenue Bonds are derivative instruments that meet the criteria for an effective hedge. Certain of the
interest rate swaps are considered hybrid instruments under Statement No. 53, since at the time of execution, the fixed
rate on each of the swaps was off-market and the University received an up-front payment. As such, these swaps are
comprised of a derivative instrument, an at-the-market swap that is an effective hedge, and a companion instrument,
a borrowing represented by the up-front payment. The unamortized amount of the borrowings for the companion
instruments was $31.0 million at June 30, 2009.
The fair value of interest rate swaps was not previously reported on the statement of net assets. Changes in the fair value
of interest rate swaps previously were not recognized in the statement of revenues, expenses and changes in net assets.
Since the interest rate swaps meet the criteria for an effective hedge, there was no restatement for the cumulative effect
on previously reported net assets as of July 1, 2008. However, the University has restated the 2009 financial statements
for purposes of presenting comparative information for the year ended June 30, 2010. The effect of the changes from the
adoption of Statement No. 53 on the University’s financial statements for the year ended June 30, 2009 was as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
YEAR ENDED JUNE 30, 2009
AS PREVIOUSLY
REPORTED

Statement of Net Assets
Other noncurrent assets
Noncurrent assets
Total assets
Other noncurrent liabilities
Noncurrent liabilities
Total liabilities

$ 183,802
34,492,895
42,056,837
407,818
13,393,627
22,181,174

EFFECT OF ADOPTION
OF STATEMENT NO. 53

$ 48,104
48,104
48,104
48,104
48,104
48,104

AS RESTATED

$ 231,906
34,540,999
42,104,941
455,922
13,441,731
22,229,278
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In addition, the University reclassified the unamortized portion of the borrowings totaling $31.0 million ($0.5 million
current portion and $30.5 million non-current portion) from deferred financing costs to debt. Since deferred financing
costs are reported as a component of debt, there was no effect on the statement of net assets.
The adoption of Statements No. 51 and 53 did not result in any adjustments to the financial statements of the campus
foundations, UCRS or UCRHBT.
The significant accounting policies of the University are as follows:
Cash and cash equivalents. The University and campus foundations consider all balances in demand deposit accounts
to be cash. The University classifies all other highly liquid cash equivalents as short-term investments. Certain campus
foundations classify their deposits in the University’s Short Term Investment Pool as a cash equivalent.
Investments. Investments are recorded at fair value. Securities are generally valued at the last sale price on the last
business day of the fiscal year, as quoted on a recognized exchange or an industry standard pricing service, when
available. Securities for which no sale was reported as of the close of the last business day of the fiscal year are valued at
the quoted bid price of a dealer who regularly trades in the security being valued. Certain securities may be valued on a
basis of a price provided by a single source.
As a result of inactive or illiquid markets, investments in non-agency mortgage-backed fixed income securities are valued
on the basis of their estimated future principal and interest payments using appropriate risk-adjusted discount rates. The
University believes this approximates the fair value of these investments.
Investments also include private equities, absolute return funds and real estate. Private equities include venture capital
partnerships, buyout and international funds. Interests in private equity and real estate partnerships are based upon
valuations provided by the general partners of the respective partnerships as of March 31, adjusted for cash receipts, cash
disbursements and securities distributions through June 30. Investments in absolute return partnerships are valued as
of May 31, adjusted for cash receipts and cash disbursements through June 30. Interests in certain direct investments in
real estate are estimated based upon independent appraisals. The University believes the carrying amount of these financial
instruments and real estate is a reasonable estimate of fair value at June 30. Because the private equity, real estate and
absolute return partnerships, along with direct investments in real estate, are not readily marketable, their estimated
value is subject to uncertainty and, therefore, may differ significantly from the value that would be used had a ready
market for such investments existed.
Investments in registered investment companies are valued based upon the reported net asset value of those companies.
Mortgage loans, held as investments, are valued on the basis of their future principal and interest payments, discounted
at prevailing interest rates for similar instruments. Insurance contracts are valued at contract value, plus reinvested
interest, which approximates fair value. Estimates of the fair value of interests in externally held irrevocable trusts where
the University is the beneficiary of either the income or the remainder that will not become a permanent endowment
upon distribution to the University are based upon the present value of the expected future income or, if available, the
University’s proportional interest in the fair value of the trust assets.
Investments denominated in foreign currencies are translated into U.S. dollar equivalents using year-end spot foreign
currency exchange rates. Purchases and sales of investments and their related income are translated at the rate of
exchange on the respective transaction dates. Realized and unrealized gains and losses resulting from foreign currency
changes are included in the University’s statement of revenues, expenses and changes in net assets.
Investment transactions are recorded on the date the securities are purchased or sold (trade date). Realized gains or
losses are recorded as the difference between the proceeds from the sale and the average cost of the investment sold.
Dividend income is recorded on the ex-dividend date and interest income is accrued as earned. Gifts of securities are
recorded based on fair value at the date of donation.
Derivative financial instruments. Derivative instruments are recorded at fair value. Futures contracts, foreign currency
exchange contracts and forward contracts to purchase securities on a to-be-announced basis are valued at the last sales
price on the last day of the fiscal year, as quoted on a recognized exchange or an industry standard pricing service, when
available. Financial institutions or independent advisors have estimated the fair value of the interest rate swaps using
quoted market prices when available or discounted expected future net cash flows.
The University has entered into interest rate swap agreements to limit the exposure of its variable rate debt to changes
in market interest rates. Interest rate swap agreements involve the exchange with a counterparty of fixed and variable
rate interest payments periodically over the life of the agreement without exchange of the underlying notional principal
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amounts. The net differential to be paid or received is recognized over the life of the agreements as an adjustment to
interest expense. The University’s counterparties are major financial institutions.
Derivatives are recorded at fair value as either assets or liabilities in the statement of net assets. Certain derivatives are
determined to be hedging derivatives and designated as either a fair value or cash flow hedge. Under hedge accounting,
changes in the fair value of hedging derivatives are considered to be deferred inflows (for hedging derivatives with
positive fair values) or deferred outflows (for hedging derivatives with negative fair values). Deferred inflows are included
with other liabilities and deferred outflows with other assets in the statement of net assets.
Changes in the fair value of derivatives that are not hedging derivatives are recorded as net appreciation or depreciation
of investments in the statement of revenues, expenses and changes in net assets.
Participants’ interest in mutual funds. Participants in the University’s defined contribution retirement plans may invest
their account balances in funds managed by the University’s Chief Investment Officer or in certain mutual funds.
Accounts receivable, net. Accounts receivable, net of allowance for uncollectible amounts, includes reimbursements
due from state and federal sponsors of externally funded research, patient billings, accrued income on investments and
other receivables. Other receivables include local government and private grants and contracts, educational activities and
amounts due from students, employees and faculty for services.
Pledges receivable, net. Unconditional pledges of private gifts to the University or to the campus foundations in the
future, net of allowance for uncollectible amounts, are recorded as pledges receivable and revenue in the year promised
at the present value of expected cash flows. Conditional pledges, including all pledges of endowments and intentions to
pledge, are recognized as receivables and revenues when the specified conditions are met.
Notes and mortgages receivable, net. Loans to students, net of allowance for uncollectible amounts, are provided from
federal student loan programs and from other University sources. Home mortgage loans, primarily to faculty, are
provided from the University’s Short Term Investment Pool and from other University sources. Mortgage loans provided
by the Short Term Investment Pool are classified as investments and loans provided by other sources are classified as
mortgages receivable in the statement of net assets.
Inventories. Inventories, consisting primarily of supplies and merchandise for resale, are valued at cost, typically
determined under the weighted average method, which is not in excess of net realizable value.
DOE national laboratories. The University operates and manages LBNL under a contract directly with the DOE. Specific
assets and liabilities and all revenues and expenses associated with LBNL are included in the financial statements. Other
assets, such as cash, property and equipment and other liabilities of LBNL are owned by the United States government
rather than the University and, therefore, are not included in the statement of net assets. The statement of cash flows
excludes the cash flows associated with LBNL other than reimbursements, primarily related to pension and health
benefits, since all other cash transactions are recorded in bank accounts owned by the DOE.
The University is a member in two separate joint ventures, Los Alamos National Security, LLC (LANS), formed
June 1, 2006, and Lawrence Livermore National Security, LLC (LLNS), formed October 1, 2007, that operate and manage
two other DOE laboratories. LANS and LLNS operate and manage Los Alamos National Laboratory (LANL) and
Lawrence Livermore National Laboratory (LLNL), respectively, under contracts directly with the DOE.
The University has an ongoing financial interest and financial responsibility in these separate entities, along with the
other members, and the organizations are jointly controlled by the University and another member. The assets and
liabilities and revenues and expenses of these joint ventures are not included in the University’s financial statements.
The University’s investment in LANS and LLNS is accounted for using the equity method. Accordingly, the University’s
statement of net assets includes its equity interest in LANS and LLNS, adjusted for the equity in undistributed earnings
or losses and the statement of revenues, expenses and changes in net assets includes its equity in the current earnings or
losses of LANS and LLNS.
The DOE is financially responsible for substantially all of the current and future costs incurred at any of the national
laboratories, including pension and retiree health benefit costs. Accordingly, to the extent there is a liability on the
University’s statement of net assets for pension or retiree health obligations related to these laboratories, the University
records a receivable from the DOE. The University’s statement of cash flows includes the cash flows related to DOE
reimbursements for pension and/or health benefits attributable to any of these laboratories.
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Capital assets. Land, infrastructure, buildings and improvements, intangible assets, equipment, libraries and collections
and special collections are recorded at cost at the date of acquisition, or estimated fair value at the date of donation in the
case of gifts. Estimates of fair value involve assumptions and estimation methods that are uncertain and, therefore, the
estimates could differ from actual value. Intangible assets include easements, land rights, trademarks, patents and other
similar arrangements. Capital leases are recorded at the present value of future minimum lease payments. Significant
additions, replacements, major repairs and renovations to infrastructure and buildings are generally capitalized if the
cost exceeds $35,000 and if they have a useful life of more than one year. Minor renovations are charged to operations.
Equipment with a cost in excess of $5,000 and a useful life of more than one year is capitalized. All costs of land, library
collections and special collections are capitalized.
Depreciation is calculated using the straight-line method over the estimated economic life of the asset. Leasehold
improvements are amortized using the straight-line method over the shorter of the life of the applicable lease or the
economic life of the asset.
Estimated economic lives are generally as follows:
Infrastructure
Buildings and improvements
Equipment
Computer software
Intangible assets
Library books and collections

25 years
15–33 years
2–20 years
3–7 years
2 years–indefinite
15 years

Capital assets acquired through federal grants and contracts where the federal government retains a reversionary interest
are also capitalized and depreciated.
Inexhaustible capital assets, such as land or special collections that are protected, preserved and held for public
exhibition, education or research, including art, museum, scientific and rare book collections, are not depreciated.
Interest on borrowings to finance facilities is capitalized during construction, net of any investment income earned on
tax-exempt borrowings during the temporary investment of project-related borrowings.
Deferred revenue. Deferred revenue primarily includes amounts received from grant and contract sponsors that have not
been earned under the terms of the agreement and other revenue billed in advance of the event, such as student tuition
and fees and fees for housing and dining services.
Funds held for others. Funds held for others result from the University or the campus foundations acting as an agent,
or fiduciary, on behalf of organizations that are not significant or financially accountable to the University or campus
foundations.
Federal refundable loans. Certain loans to students are administered by the University with funding primarily supported
by the federal government. The University’s statement of net assets includes both the notes receivable and the related
federal refundable loan liability representing federal capital contributions owed upon termination of the program.
Obligations under life income agreements. Obligations under life income agreements represent actuarially-determined
liabilities under gift annuity and life income contracts.
Pollution remediation obligations. Upon an obligating event, the University estimates the components of any expected
pollution remediation costs and recoveries from third parties. The costs, estimated using the expected cash flow
technique, are accrued as a liability.
Net assets. Net assets are required to be classified for accounting and reporting purposes into the following categories:
Invested in capital assets, net of related debt. This category includes all of the University’s capital assets, net of
accumulated depreciation, reduced by outstanding debt attributable to the acquisition, construction or improvement
of those assets.
Reserved for minority interests. This category includes net assets of legally separate organizations attributable to
other participants.
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Restricted. The University and campus foundations classify net assets resulting from transactions with purpose
restrictions as restricted net assets until the specific resources are used for the required purpose or for as long as the
provider requires the resources to remain intact.
Nonexpendable. Net assets subject to externally-imposed restrictions, which must be retained in perpetuity by
the University or the campus foundations, are classified as nonexpendable net assets. Such assets include the
University and campus foundation permanent endowment funds.
Expendable. Net assets whose use by the University or the campus foundations is subject to externallyimposed restrictions that can be fulfilled by actions of the University or campus foundations pursuant to those
restrictions or that expire by the passage of time are classified as expendable net assets.
Unrestricted. Net assets that are neither reserved, restricted nor invested in capital assets, net of related debt, are
classified as unrestricted net assets. The University’s unrestricted net assets may be designated for specific purposes
by management or The Regents. The campus foundations’ unrestricted net assets may be designated for specific
purposes by their Boards of Trustees. Substantially all of the University’s unrestricted net assets are allocated for
academic and research initiatives or programs, for capital programs or for other purposes.
Expenses are charged to either restricted or unrestricted net assets based upon a variety of factors, including
consideration of prior and future revenue sources, the type of expense incurred, the University’s budgetary policies
surrounding the various revenue sources or whether the expense is a recurring cost.
Revenues and expenses. Operating revenues of the University include receipts from student tuition and fees, grants and
contracts for specific operating activities and sales and services from medical centers, educational activities and auxiliary
enterprises. Operating expenses incurred in conducting the programs and services of the University are presented in
the statement of revenues, expenses and changes in net assets as operating activities. The University’s equity in current
earnings or losses of LANS and LLNS is also an operating transaction.
Certain significant revenues relied upon and budgeted for fundamental operational support of the core instructional
mission of the University are mandated by the GASB to be recorded as nonoperating revenues, including state
educational appropriations, certain federal grants for student financial aid, private gifts and investment income, since the
GASB does not consider them to be related to the principal operating activities of the University.
Campus foundations are established to financially support the University. Private gifts to campus foundations are
recognized as operating revenues since, in contrast to the University, such contributions are fundamental to the core
mission of the campus foundations. Foundation grants to the University are recognized as operating expenses. Private
gift or capital gift revenues associated with campus foundation grants to the University are recorded by the University as
the gifts are made.
Nonoperating revenues and expenses include state educational appropriations, state financing appropriations, Build
America Bonds federal interest subsidies, federal Pell grants, private gifts for other than capital purposes, investment
income, net unrealized appreciation or depreciation in the fair value of investments, interest expense and gain or loss on
the disposal of capital assets.
State capital appropriations, capital gifts and grants and gifts for endowment purposes are classified as other changes in
net assets.
Student tuition and fees. Substantially all of the student tuition and fees provide for current operations of the University.
A small portion of the student fees, reported as capital gifts and grants, is required for debt service associated with
student union and recreational centers. Certain waivers of student tuition and fees considered to be scholarship
allowances are recorded as an offset to revenue.
State appropriations. The state of California provides appropriations to the University on an annual basis. State
educational appropriations are recognized as nonoperating revenue; however, the related expenses are incurred to
support either educational operations or other specific operating purposes. State financing appropriations provide for
principal and interest payments associated with lease-purchase agreements with the State Public Works Board and are
also reported as nonoperating revenue. State appropriations for capital projects are recorded as revenue under other
changes in net assets when the related expenditures are incurred. Special state appropriations for AIDS, tobacco and
breast cancer research are reported as grant operating revenue.

43

Grant and contract revenue. The University receives grant and contract revenue from governmental and private sources.
The University recognizes revenue associated with the direct costs of sponsored programs as the related expenditures
are incurred. Recovery of facilities and administrative costs of federally-sponsored programs is at cost reimbursement
rates negotiated with the University’s federal cognizant agency, the U.S. Department of Health and Human Services. For
the year ended June 30, 2010, the facilities and administrative cost recovery totaled $920.6 million, $701.0 million from
federally-sponsored programs and $219.6 million from other sponsors. For the year ended June 30, 2009, the facilities
and administrative cost recovery totaled $824.9 million, $621.6 million from federally-sponsored programs and $203.3
million from other sponsors.
Medical center revenue. Medical center revenue is reported at the estimated net realizable amounts from patients and
third-party payors, including Medicare, Medi-Cal and others, for services rendered, as well as estimated retroactive
adjustments under reimbursement agreements with third-party payors. Laws and regulations governing Medicare
and Medi-Cal are complex and subject to interpretation. Retroactive adjustments are accrued on an estimated basis
in the period the related services are rendered and adjusted in future periods as final settlements are determined. It is
reasonably possible that estimated amounts accrued could change significantly based upon settlement, or as additional
information becomes available.
Scholarship allowances. The University recognizes scholarship allowances, including both financial aid and fee waivers,
as the difference between the stated charge for tuition and fees, housing and dining charges, recreational center and
other fees, and the amount that is paid by the student, as well as third parties making payments on behalf of the student.
Payments of financial aid made directly to students are classified as scholarship and fellowship expenses.
Scholarship allowances in the following amounts are recorded as an offset to the following revenues for the years ended
June 30, 2010 and 2009:
(in thousands of dollars)

Student tuition and fees
Auxiliary enterprises
Other operating revenues
Scholarship allowances

2010

2009

$ 666,242
174,304
8,410
$ 848,956

$ 565,785
142,143
7,078
$ 715,006

UCRP benefits and obligation to UCRP. The University’s cost for campus and medical center UCRP benefits expense
is based upon the annual required contribution to UCRP, as actuarially determined. Campus and medical center
contributions toward UCRP benefits, at rates determined by the University, are made to UCRP and reduce the
University’s obligation to UCRP in the statement of net assets.
Both current employees and retirees at LBNL participate in UCRP. Current employees at both LANL and LLNL are no
longer accruing benefits in UCRP. However, UCRP retains the obligation for retirees and terminated vested members at
these locations as of the date these contracts were terminated. The annual required contribution for the combined DOE
laboratories is actuarially determined, independently from the campuses and medical centers, and included with the
DOE laboratory expense in the statement of revenues, expenses and changes in net assets.
The University makes contributions to UCRP for LBNL employees and is reimbursed by the DOE, based upon rates that
are identical to those authorized by The Regents for campus and medical center employees. The University also makes
contributions to UCRP for LANL and LLNL retirees and terminated vested members, whose benefits were retained in
UCRP, based upon a contractual arrangement with the DOE that incorporates a formula targeted to maintain the LANL
and LLNL segments within UCRP for these retirees and terminated vested members at the time the joint ventures were
formed at a 100 percent funded level. These contributions reduce the University’s obligation to UCRP in the statement
of net assets. These University contributions are also reimbursed by the DOE. The reimbursement from the DOE is
included as DOE laboratory revenue in the statement of revenues, expenses and changes in net assets.
The University records a receivable from the DOE for the portion of the University’s obligation to UCRP attributable to
the DOE laboratories.
Campus and medical center contributions to UCRP, University contributions to UCRP for the DOE national
laboratories, and the corresponding reimbursements from the DOE are operating activities in the statement of cash
flows.
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Retiree health benefits and obligations for retiree health benefits. The University’s cost for campus and medical center
retiree health benefits expense is based upon the annual required contribution to the retiree health plan, as actuarially
determined. Campus and medical center contributions toward retiree health benefits, at rates determined by the
University, are made to UCRHBT and reduce the obligation for retiree health benefits in the statement of net assets.
LBNL participates in the University’s retiree health plans. The annual required contribution for LBNL is actuarially
determined independently from the University’s campuses and medical centers, and included with the DOE laboratory
expense in the statement of revenues, expenses and changes in net assets. The University directly pays health care
insurers and administrators amounts currently due under the University’s retiree health benefit plans for retirees who
previously worked at LBNL, and is reimbursed by the DOE. These contributions, in the form of direct payments, also
reduce the University’s obligation for retiree health benefits in the statement of net assets. The reimbursement from the
DOE is included as DOE laboratory revenue in the statement of revenues, expenses and changes in net assets.
The University records a receivable from the DOE for the DOE’s portion of the University’s obligation for retiree health
benefits attributable to LBNL. The University does not have any obligation for LANL or LLNL retiree health benefit costs
since they do not participate in the University’s retiree health plans.
Campus and medical center contributions toward retiree health costs made to UCRHBT, the University’s LBNL-related
payments made directly to health care insurers and administrators and the corresponding reimbursements from the
DOE are operating activities in the statement of cash flows. Cash flows resulting from retiree health contributions from
retirees are shown as noncapital financing activities in the statement of cash flows.
University of California Retiree Health Benefit Trust. UCRHBT receives the University’s contributions toward
retiree health benefits from campuses, medical centers and University affiliates. The University receives retiree health
contributions from University affiliates and campus and medical center retirees that are deducted from their UCRP
benefit payments. The University also remits these retiree contributions to UCRHBT.
The University acts as a third-party administrator on behalf of UCRHBT and pays health care insurers and
administrators amounts currently due under the University’s retiree health benefit plans for retirees who previously
worked at a campus or medical center. UCRHBT reimburses the University for these amounts.
LBNL does not participate in UCRHBT; therefore, the DOE has no interest in the Trust’s assets.
Compensated absences. The University accrues annual leave, including employer-related costs, for employees at rates
based upon length of service and job classification and compensatory time based upon job classification and hours
worked.
Endowment spending. Under provisions of California law, the Uniform Prudent Management of Institutional Funds Act
allows for investment income, as well as a portion of realized and unrealized gains, to be expended for the operational
requirements of University programs.
Tax exemption. The University is recognized as a tax-exempt organization under Section 501(c)(3) of the Internal
Revenue Code (IRC). Because the University is a state institution, related income received by the University is also
exempt from federal tax under IRC Section 115(a). In addition, the University is exempt from state income taxes
imposed under the California Revenue and Taxation Code. UCRS plans are qualified under IRC Section 401(a) and the
related trusts are tax-exempt under Section 501(c)(3). The campus foundations are exempt under Section 501(c)(3).
Income received by UCRHBT is tax-exempt under Section 115(a).
Use of estimates. The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenditures during the reporting period. Although management believes
the estimates and assumptions are reasonable, they are based upon information available at the time the estimate or
judgment is made and actual amounts could differ from those estimates.
Comparative information. In connection with the preparation of the June 30, 2010 statement of revenues, expenses and
changes in net assets, the University concluded that $201 million of federal Pell grants should have been reported as nonoperating revenues rather than federal grants and contracts for the year ended June 30, 2009.
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The effect on the prior period financial statements is not material. However, management elected to make the revisions
in classification to the 2009 presentation to conform to the 2010 presentation. This revision in classification to the
University’s 2009 financial statements resulted in a decrease in operating revenues and an increase in non-operating
revenues of $201 million. Additionally, cash flows used by operating activities and cash flows provided by noncapital
financing activities have been increased by $201 million. This revision had no effect on the previously reported decrease
in net assets; total assets, liabilities and net assets; or net decrease in cash and cash equivalents.

1. CASH AND CASH EQUIVALENTS
The University maintains centralized management for substantially all of its cash. Cash in demand deposit accounts is
minimized by sweeping available cash balances into investment accounts on a daily basis.
Under University policy, deposits are only held at financial institutions that maintain an issuer rating on long term
debt of A3 or higher by Moody’s, A- or higher by Standard & Poor’s or an Asset Peer Group rating of 65 or higher as
defined by Sheshunoff Bank Rating Reports. At June 30, 2010 and 2009, the carrying amount of the University’s demand
deposits, generally held in five nationally recognized banking institutions, was $148.4 million and $487.9 million,
respectively, compared to bank balances of $119.0 and $463.8 million, respectively. Deposits in transit and cash awaiting
investment are the primary differences. Bank balances in excess of the Federal Deposit Insurance Corporation (FDIC)
limits are collateralized by U.S. government securities held in the name of the bank.
The University does not have a significant exposure to foreign currency risk in demand deposit accounts. Accounts held
in foreign countries maintain minimum operating balances with the intent to reduce potential foreign exchange risk
while providing an adequate level of liquidity to meet the obligations of the academic programs established abroad. The
equivalent U.S. dollar balances required to support research groups and education abroad programs in foreign countries
were $2.4 million and $2.2 million at June 30, 2010 and 2009, respectively.
The carrying amount of the campus foundations’ cash and cash equivalents at June 30, 2010 and 2009 was $97.5 million
and $183.2 million, respectively, compared to bank balances of $67.5 million and $106.9 million, respectively. Deposits
in transit and cash awaiting investment are the primary differences. Included in bank balances are deposits in the
University’s Short Term Investment Pool of $29.4 million and $64.5 million at June 30, 2010 and 2009, respectively, with
the remaining uncollateralized bank balances insured by the FDIC. The campus foundations do not have exposure to
foreign currency risk in their cash and cash equivalents.

2. INVESTMENTS
The Regents, as the governing Board, is responsible for the oversight of the University’s, UCRS’ and UCRHBT’s
investments and establishes investment policy, which is carried out by the Chief Investment Officer. These investments
are associated with the Short Term Investment Pool (STIP), Total Return Investment Pool (TRIP), General Endowment
Pool (GEP), UCRS, UCRHBT, other investment pools managed by the Chief Investment Officer, or are separately
invested. Pursuant to The Regents’ policies on campus foundations, the Board of Trustees for each campus foundation
may determine that all or a portion of their investments will be managed by the Chief Investment Officer. Asset
allocation guidelines are provided to the campus foundations by the Investment Committee of The Regents.
STIP allows participants to maximize the returns on their short-term cash balances by taking advantage of the
economies of scale of investing in a large pool with a broad range of maturities and is managed to maximize current
earned income. Cash to provide for payroll, construction expenditures and other operating expenses for campuses and
medical centers is invested in STIP. The available cash in UCRS or endowment investment pools awaiting investment, or
cash for administrative expenses, is also invested in STIP.
Investments authorized by The Regents for STIP include fixed income securities with a maximum maturity of five and
one-half years. In addition, for STIP, The Regents has also authorized loans, primarily to faculty members residing in
California, under the University’s Mortgage Origination Program with terms up to 40 years.
TRIP allows participant campuses the opportunity to maximize the return on their long-term working capital by taking
advantage of the economies of scale of investing in a large pool across a broad range of asset classes. TRIP is managed to
a total return objective and is intended to supplement STIP. Investments authorized by The Regents for TRIP include a
diversified portfolio of equity and fixed income securities.

46

GEP is an investment pool in which a large number of individual endowments participate in order to benefit from
diversification and economies of scale. GEP is a balanced portfolio and the primary investment vehicle for endowed
gift funds. Where donor agreements place constraints on allowable investments, assets associated with endowments are
invested in accordance with the terms of the agreements.
Other investment pools primarily facilitate annuity and life income arrangements. Separate investments are those that
cannot be pooled due to investment restrictions or income requirements, or represent the University’s estimated interest
in externally held irrevocable trusts.
Investments authorized by The Regents for GEP, UCRS, other investment pools and separate investments include equity
securities, fixed income securities and certain other asset classes. The equity portion of the investment portfolios include
both domestic and foreign common and preferred stocks which may be included in actively or passively managed
strategies, along with a modest exposure to private equities. The University’s investment portfolios may include foreign
currency denominated equity securities. The fixed income portion of the investment portfolios may include both
domestic and foreign securities, along with certain securitized investments, including mortgage-backed and asset-backed
securities. Fixed income investment guidelines permit the use of futures and options on fixed income instruments in the
ongoing management of the portfolios. Real estate investments are authorized for both GEP and the UCRS. Absolute
return strategies, which may incorporate short sales, plus derivative positions to implement or hedge an investment
position, are also authorized for the GEP and UCRS.
Derivative instruments, including futures, forward contracts, options and swap contracts are authorized for portfolio
rebalancing in accordance with The Regents’ asset allocation policy and as substitutes for physical securities. They are not
used for speculative purposes.
The Regents has also authorized certain employee account balances in defined contribution plans included as part of
the UCRS’ investments to be invested in mutual funds. The participants’ interest in mutual funds is not managed by the
Chief Investment Officer and totaled $3.5 billion and $2.9 billion at June 30, 2010 and 2009, respectively.
Investments authorized by The Regents for the UCRHBT are restricted to a portfolio of high-quality money market
instruments in a commingled fund that is managed externally. The average credit quality of the portfolio is A-1/P-1 with
an average maturity of 29 days. The fair value of UCRHBT’s investment in this portfolio was $32.5 million and $38.4
million at June 30, 2010 and 2009, respectively.
Campus foundations’ investments in pools managed by the Chief Investment Officer are classified for investment type
purposes as either commingled balanced funds or commingled money market funds in the campus foundations’ column
depending on whether they are invested in GEP or STIP, respectively. Similarly, UCRS’ investment in STIP is classified in
the commingled money market category in the UCRS column.
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The composition of investments, by investment type at June 30, 2010 and 2009 is as follows:
(in thousands of dollars)

Equity securities:
Domestic
Foreign
Equity securities

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2010

2010

2009

2009

2009

$ 1,264,707
1,075,116
2,339,823

$ 1,185,717
1,061,919
2,247,636

$ 173,667
64,137
237,804

$ 146,234
68,064
214,298

$ 12,164,910
7,496,642
19,661,552

$ 12,154,599
7,494,296
19,648,895

Fixed or variable income securities:
U.S. government guaranteed:
U.S. Treasury bills, notes and bonds
1,317,700
U.S. Treasury strips
87,620
U.S. TIPS
234,746
U.S. government-backed securities
U.S. government-backed–asset-backed securities
U.S. government guaranteed
1,640,066

1,113,945
69,125
272,345
3,331

125,867

99,449

2,772
193
128,832

3,267
266
102,982

2,109,853
169,169
3,180,776
16,061

2,368,476
101,463
2,649,386
12,964

5,475,859

5,132,289

74,365

76,231

2,389,096

2,245,234

10,005
70,902
6,101
723
2,868
164,964

9,730
62,373
9,808
676
1,753
160,571

2,901,805
480,256
1,624,338
1,468,289
12,108
8,875,892

2,598,653
278,598
1,382,042
1,085,083
7,589,610

18,766
18,766

37,143
37,143

2,344,270

1,898,974

1,041,972
1,959,563
4,437

624,697
1,684,201

81,241
1,002,554
6,434,037

56,463
1,312,351
5,576,686

863,268
2,510,618

578,762
1,845,065

904,028
161,392
950,278

962,168

$ 45,855,690

$ 42,352,723

Other U.S. dollar denominated:
Corporate bonds
Commercial paper
U.S. agencies
U.S. agencies–asset-backed securities
Corporate–asset-backed securities
Supranational/foreign
Other
Other U.S. dollar denominated

1,458,746

4,371,756
1,746,836
1,569,144
102,761
177,035
937,762
205,136
9,110,430

4,053,628
1,283,124
839,915
169,226
217,404
793,404
55
7,356,756

3,201
3,201

126,096
3,627
129,723

1,515,715

1,234,209

129,642
390,513
48,770

103,231
317,171
42,106

69
253,899
2,338,608

Investment derivatives
122,604
Private equity
425,450
Mortgage loans
799,395
Insurance contracts
Real assets
28,428
Real estate
207,158
Externally held irrevocable trusts
215,937
Other investments
6,993
Campus foundations’ investments with the University (1,025,675)
UCRS investment in STIP
(259,488)
Total investments
15,952,930
Less: Current portion
(2,329,965)
Noncurrent portion
$13,622,965

Foreign currency denominated:
Government/sovereign
Corporate
Foreign currency denominated
Commingled funds:
Absolute return funds
Balanced funds
U.S. equity funds
Non-U.S. equity funds
U.S. bond funds
Non-U.S. bond funds
Real estate investment trusts
Money market funds
Commingled funds
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66
54,323
1,751,106

648,205
694,110
352,198
463,154
282,082
52,510
57,394
388,656
2,938,309

397,568
590,966
329,822
395,502
205,569
32,289
42,362
409,199
2,403,277

29,120
452,630
754,266

338,768
527

268,599
13,305

226,516
157,800
7,047
(922,180)
(245,594)
13,403,572
(2,036,487)
$11,367,085

109,221
17,447
101,495

113,990
17,464
230,136

4,037,367
(327,089)
$ 3,710,278

3,524,622
(359,426)
$ 3,165,196

982,105

Investment Risk Factors
There are many factors that can affect the value of investments. Some, such as custodial credit risk, concentration of
credit risk and foreign currency risk may affect both equity and fixed income securities. Equity securities respond to
such factors as economic conditions, individual company earnings performance and market liquidity, while fixed income
securities are particularly sensitive to credit risks and changes in interest rates. Alternative investment strategies and their
underlying assets and rights are subject to an array of economic and market vagaries that can limit or erode value.
Credit Risk
Fixed income securities are subject to credit risk, which is the chance that a bond issuer will fail to pay interest or
principal in a timely manner, or that negative perceptions of the issuer’s ability to make these payments will cause
security prices to decline. These circumstances may arise due to a variety of factors such as financial weakness,
bankruptcy, litigation and/or adverse political developments. Certain fixed income securities, primarily obligations of the
U.S. government or those explicitly guaranteed by the U.S. government, are not considered to have credit risk.
A bond’s credit quality is an assessment of the issuer’s ability to pay interest on the bond, and ultimately, to pay the
principal. Credit quality is evaluated by one of the independent bond-rating agencies, for example Moody’s Investors
Service (Moody’s) or Standard and Poor’s (S&P). The lower the rating, the greater the chance—in the rating agency’s
opinion—that the bond issuer will default, or fail to meet its payment obligations. Generally, the lower a bond’s credit
rating, the higher its yield should be to compensate for the additional risk.
Asset-backed securities are debt obligations that represent claims to the cash flows from pools of commercial, mortgage,
credit card or student loans. Mortgage-backed securities issued by Ginnie Mae are backed by the full faith and credit of
the U.S. government. Effective September 2008, Fannie Mae and Freddie Mac were placed under the conservatorship of
the Federal Housing Finance Agency. At the same time, the U.S. Treasury put in place a set of financing agreements to
ensure Fannie Mae and Freddie Mac have the ability to full their obligations to holders of bonds that they have issued or
guaranteed.
The investment guidelines for STIP recognize that a limited amount of credit risk, properly managed and monitored,
is prudent and provides incremental risk adjusted return over its benchmark (the benchmark for STIP, the two-year
Treasury note, has no credit risk). No more than 5 percent of the total market value of the STIP portfolio may be invested
in securities rated below investment grade (BB, Ba or lower). The average credit quality of STIP must be A or better and
commercial paper must be rated at least A-1, P-1 or F-1.
The University recognizes that credit risk is appropriate in balanced investment pools such as TRIP, UCRS and GEP by
virtue of the benchmarks chosen for the fixed income portion of those pools.
Fixed income benchmarks for TRIP include the Barclays Capital Aggregate Credit Index, Barclays Capital Aggregate
Securitized Index, the Merrill Lynch High-Yield Cash Pay Index and the Barclays Capital Aggregate Government Index.
The TRIP fixed income benchmark is comprised of 60 percent high grade corporate bonds, 13.3 percent mortgage/assetbacked securities, and 13.3 percent below investment grade securities, all of which carry some degree of credit risk. The
remaining 13.3 percent is government-issued bonds.
Fixed income benchmarks for UCRS and GEP include the Citigroup Large Pension Fund Index in 2009 and Barclays
Capital Aggregate Index in 2010 and are comprised of approximately 30 percent high grade corporate bonds and 30-35
percent mortgage/asset-backed securities, all of which carry some degree of credit risk. The remaining 35-40 percent is
government-issued bonds.
Credit risk in TRIP, UCRS and GEP is managed primarily by diversifying across issuers. In addition, portfolio guidelines
for UCRS and GEP mandate that no more than 10 percent of the market value of fixed income securities may be invested
in issues with credit rating below investment grade. Further, the weighted average credit rating must be A or higher.
In addition, the investment policy for both UCRP and GEP allows for dedicated allocations to non-investment grade and
emerging market bonds, investment in which entails credit, default and/or sovereign risk.
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The credit risk profile for fixed or variable income securities at June 30, 2010 and 2009 is as follows:
(in thousands of dollars)

Fixed or variable income securities:
U.S. government guaranteed
Other U.S. dollar denominated:
AAA
AA
A
BBB
BB
B
CC or below
A-1 / P-1 / F-1
Not rated
Foreign currency denominated:
AA
A
B
Commingled funds:
U.S. bond funds: Not rated
Non-U.S. bond funds: Not rated
Money market funds: Not rated
Mortgage loans: Not rated
Insurance contracts: Not rated
Investment derivatives:
Forward contracts on a to-be-announced basis:
AAA

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2010

2009

2010

2009

2009

$1,640,066

$1,458,746

$128,832

$102,982

$5,475,859

$ 5,132,289

2,023,274
953,573
2,481,039
1,413,946
207,797
211,592
54,782
1,746,836
17,591

1,256,298
595,114
2,143,284
1,690,608
181,839
120,359
68,744
1,283,124
17,386

87,283
13,735
21,041
17,825
7,178
14,528
1,960
1,018
395

83,573
11,091
25,743
23,214
4,376
2,705
7,828
112
1,929

4,845,750
264,986
679,068
1,195,347
563,462
888,949
417,275
16,288
4,767

3,914,081
149,758
694,734
1,115,705
607,875
774,471
331,681

18,766

37,143

1,305

126,096
3,201

3,627

48,770

42,106

253,899
799,395

54,323
754,266

126,188

29,933

282,082
52,510
388,656
527

205,569
32,289
409,199
13,305

4,437
1,002,554

1,312,351

904,028

962,168

870,927

585,542

Custodial Credit Risk
Custodial credit risk is the risk that in the event of the failure of the custodian, the investments may not be returned.
The University’s and UCRS’ securities are registered in the University’s name by the custodial bank as an agent for the
University. Other types of investments represent ownership interests that do not exist in physical or book-entry form. As
a result, custodial credit risk is remote.
Some of the investments at certain of the campus foundations are exposed to custodial credit risk. These investments
may be uninsured, or not registered in the name of the campus foundation and held by a custodian.
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Custodial credit risk exposure related to investments is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

Equity securities:
Domestic
Foreign
Fixed or variable income securities:
U.S. government guaranteed:
U.S. Treasury bills, notes and bonds
Other U.S. dollar denominated:
Corporate bonds
U.S. agencies
Other
Custodial credit risk exposure

2010

2009

$ 61,210
964

$ 53,477
855

89,293

61,717

12,126
6,272
1,636
$171,501

6,010
1,562
$123,621

Concentration of Credit Risk
Concentration of credit risk is the risk associated with a lack of diversification, such as having substantial investments
in a few individual issuers, thereby exposing the organization to greater risks resulting from adverse economic, political,
regulatory, geographic or credit developments.
The U.S. and non-U.S. equity portions of the University and UCRS portfolios may be managed either passively
or actively. For the portion managed passively, the concentration of individual securities is exactly equal to their
concentration in the benchmark. While some securities have a larger representation in the benchmark than others,
the University considers that passive management results in an absence of concentration of credit risk. For the portion
managed actively, asset class guidelines do not specifically address concentration risk, but do state that the U.S.
equity asset class, in the aggregate, will be appropriately diversified to control overall risk and will exhibit portfolio
characteristics similar to the asset class benchmark (including concentration of credit risk). Concentration risk for
individual portfolios is monitored relative to their individual benchmarks and agreed-upon risk parameters in their
guidelines.
Investment guidelines addressing concentration of credit risk related to the investment-grade fixed income portion of the
University and UCRS portfolios include a limit of no more than 3 percent of the portfolio’s market value to be invested
in any single issuer (except for securities issued by the U.S. government or its agencies). These same guidelines apply to
STIP. For high-yield and emerging market debt, the corresponding limit is 5 percent.
Each campus foundation may have its own individual investment policy designed to limit exposure to a concentration of
credit risk.
Investments in issuers other than U.S. government guaranteed securities that represent 5 percent or more of investments
held by an individual foundation at June 30, 2010 and 2009 are as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

Fannie Mae
Baupost Bermuda Value Partners-IV
Silchester International Value Equity Trust

2010

2009

$ 60,423
35,661

$ 44,151
29,186
25,796
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Interest Rate Risk
Interest rate risk is the risk that the value of fixed income securities will decline because of changing interest rates. The
prices of fixed income securities with a longer time to maturity, measured by effective duration, tend to be more sensitive
to changes in interest rates and, therefore, more volatile than those with shorter durations. Effective duration is the
approximate change in price of a security resulting from a 100 basis point (1 percentage point) change in the level of
interest rates. It is not a measure of time.
Interest rate risk for STIP is managed by constraining the maturity of all individual securities to be less than five and onehalf years. There is no restriction on weighted average maturity of the portfolio as it is managed relative to the liquidity
demands of the investors. The nature and maturity of individual securities in STIP allow for the use of weighted average
maturity as an effective risk management tool, rather than the more complex measure, effective duration.
Portfolio guidelines for the fixed income portion of TRIP limit weighted average effective duration to the effective
duration of the benchmarks (Barclays Capital Aggregate Credit Index, Barclays Capital Aggregate Securitized Index, the
Merrill Lynch High-Yield Cash Pay Index and Barclays Capital Aggregate Government Index), plus or minus 10 percent.
Similarly, portfolio guidelines for the fixed income portion of UCRS and GEP limit weighted average effective duration
to the effective duration of their benchmarks (Citigroup Large Pension Fund Index and Lehman Aggregate Index), plus
or minus 20 percent. These portfolio guidelines constrain the potential price movement due to interest rate changes
of the portfolio to be similar to that of the benchmark. There are similar restrictions for the high-yield and emerging
market debt portfolios relative to their benchmarks.
The effective durations for fixed or variable income securities at June 30, 2010 and 2009 are as follows:
(in years)
UNIVERSITY OF CALIFORNIA

Fixed or variable income securities:
U.S. government guaranteed:
U.S. Treasury bills, notes and bonds
U.S. Treasury strips
U.S. TIPS
U.S. government-backed securities
U.S. government-backed–asset-backed securities
Other U.S. dollar denominated:
Corporate bonds
Commercial paper
U.S. agencies
U.S. agencies–asset-backed securities
Corporate–asset-backed securities
Supranational / foreign
Other
Foreign currency denominated:
Government/sovereign
Corporate
Commingled funds:
U.S. bond funds
Non-U.S. bond funds
Money market funds
Mortgage loans
Insurance contracts
Investment derivatives:
Forward contracts on a to-be-announced basis
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UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2009

2010

2009

2010

2009

1.9
9.9
3.6

2.0
9.1
4.1
6.0

3.3

4.2

3.2
2.1

3.9
3.9

1.7
11.1
3.8
5.8

1.9
12.1
5.0
6.0

3.0
0.0
1.3
1.8
4.1
5.0
0.4

3.0
0.0
2.0
2.4
7.0
7.1
5.4

3.7

3.6

5.1

3.4
1.7
0.3
5.2
9.2

4.0
2.1
0.5
5.0
4.1

2.5
2.4
3.4
6.0
14.2

5.8
0.0
3.5
4.2
5.5
6.8

4.2

6.7
4.1

4.3

4.3

0.0
0.0

0.0
0.0

3.3

5.1

4.3
6.8
1.4
0.0

5.1
2.8
1.6
5.2

4.2

4.1

1.6

1.7

0.0

0.0

3.6

4.9

The University considers the effective durations for commercial paper, mortgage loans, insurance contracts and money
market funds, with the exception of STIP, to be zero. The terms of the mortgage loans include variable interest rates,
insurance contracts can be liquidated without loss of principal and money market funds consist of underlying securities
that are of a short-term, liquid nature.
Investments may also include various mortgage-backed securities, collateralized mortgage obligations, structured notes,
variable rate securities and callable bonds that may be considered to be highly sensitive to changes in interest rates due to
the existence of prepayment or conversion features, although the effective durations of these securities may be low.
At June 30, 2010 and 2009, the fair values of such investments are as follows:
(in thousands of dollars)

Mortgage-backed securities
Collateralized mortgage obligations
Other asset-backed securities
Variable rate securities
Callable bonds
Convertible bonds
Investment derivatives:
Forward contracts on a to-be-announced basis
Total

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2010

2009

2010

$ 65,295
4,970
4,270

$ 56,339
5,592
7,871

267

420

$ 74,802

$ 70,222

2009

$ 228,072
19,975
28,820
169,391
1,010,098
743

$ 441,238
11,251
7,187
389,792
795,288

126,188
$1,583,287

29,933
$1,674,689

2009

$ 1,437,790
198,261
464,024
11,793
2,113,830
4,511

$ 1,322,956
253,604
85,175
25,017
2,095,604

870,927
$ 5,101,136

585,542
$ 4,367,898

Mortgage-Backed Securities. These securities are issued primarily by Fannie Mae, Ginnie Mae and Freddie Mac and
include short embedded prepayment options. Unanticipated prepayments by the obligees of the underlying asset reduce
the total expected rate of return.
Collateralized Mortgage Obligations. Collateralized mortgage obligations (CMOs) generate a return based upon either
the payment of interest or principal on mortgages in an underlying pool. The relationship between interest rates and
prepayments makes the fair value highly sensitive to changes in interest rates. In falling interest rate environments,
the underlying mortgages are subject to a higher propensity of prepayments. In a rising interest rate environment, the
opposite is true.
Other Asset-Backed Securities. Other asset-backed securities also generate a return based upon either the payment of
interest or principal on obligations in an underlying pool, generally associated with auto loans or credit cards. As with
CMOs, the relationship between interest rates and prepayments makes the fair value highly sensitive to changes in
interest rates.
Variable Rate Securities. These securities are investments with terms that provide for the adjustment of their interest
rates on set dates and are expected to have fair values that will be relatively unaffected by interest rate changes. Variable
rate securities may have limits on how high or low the interest rate may change. These constraints may affect the market
value of the security.
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Callable Bonds. Although bonds are issued with clearly defined maturities, an issuer may be able to redeem, or call, a
bond earlier than its maturity date. The University must then replace the called bond with a bond that may have a lower
yield than the original. The call feature causes the fair value to be highly sensitive to changes in interest rates.
At June 30, 2010 and 2009, the effective durations for these securities are as follows:

Mortgage-backed securities
Collateralized mortgage obligations
Other asset-backed securities
Variable rate securities
Callable bonds
Convertible bonds
Investment derivatives:
Forward contracts on a to-be-announced basis

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2009

2010

2009

2010

2009

3.7
2.7
0.8
0.2
1.8
4.4

4.4
1.7
1.1
0.1
2.4

1.7
1.6
3.7

2.0
2.0
0.5

8.7

8.6

4.1
2.4
0.8
2.4
2.4
4.4

7.0
2.4
0.7
1.8
3.2

3.3

5.8

3.6

4.9

Foreign Currency Risk
The University’s strategic asset allocation policy for TRIP, UCRS and GEP includes allocations to non-U.S. equities and
non-dollar denominated bonds. The benchmarks for these investments are not hedged, therefore foreign currency risk
is an essential part of the investment strategies. Portfolio guidelines for U.S. investment-grade fixed income securities
also allow exposure to non-U.S. dollar denominated bonds up to 10 percent of the total portfolio market value. Exposure
to foreign currency risk from these securities is permitted and it may be fully or partially hedged using forward
foreign currency exchange contracts. Under the University’s investment policies, such instruments are not permitted
for speculative use or to create leverage. Similar limits on foreign exchange exposure apply to the high-yield debt and
emerging market debt portfolios (10 percent and 20 percent, respectively).
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At June 30, 2010 and 2009, the foreign currency risk expressed in U.S. dollars, organized by currency denomination and
investment type, is as follows:
(in thousands of dollars)

Equity securities:
Euro
Japanese Yen
British Pound
Canadian Dollar
Swiss Franc
Australian Dollar
Hong Kong Dollar
Swedish Krona
Singapore Dollar
Danish Krone
Norwegian Krone
Israeli Shekel
Other
Subtotal
Fixed income securities:
Euro
Japanese Yen
British Pound
Canadian Dollar
Danish Krone
Polish Zloty
Swiss Franc
Swedish Krona
Other
Subtotal

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2010

2009

2010

$ 301,065
221,071
197,673
91,422
85,015
68,119
31,931
24,265
18,680
10,436
6,332
5,662
13,445
1,075,116

$ 330,770
222,597
196,309
79,700
79,050
60,443
33,379
19,997
16,421
8,103
7,259

$ 12,647
10,321
12,646
1,354
6,818
3,451
8,058
1,447
490
896
437

$ 15,892
10,634
10,246
3,025
6,610
2,566
7,626

7,891
1,061,919

5,572
64,137

8,950
68,064

3,069

63,598
48,038
9,576
2,852
1,005
926
828
768
2,132
129,723

132

3,201

Commingled funds (various currency denominations):
Balanced funds
Non-U.S. equity funds
390,513
U.S. bond funds
Non-U.S. bond funds
Real estate investment trusts
Subtotal
390,513
Investment derivatives:
Euro
British Pound
Japanese Yen
Canadian Dollar
Australian Dollar
Other
Subtotal
Private equity:
Euro
Swedish Krona
Other
Real estate:
Hong Kong Dollar
Japanese Yen
Other
Subtotal
Total exposure to foreign currency risk

2009

317,171

317,171

937
(1,163)
(737)
65
(383)
(799)
(2,080)

(605)
159
(285)
(350)
203
161
(717)

693
146

1,114
42

902
638
2,058
4,437
$1,471,187

1,716
1,505
3,031
7,408
$1,515,504

152,118
420,496
4,877
35,202
20,916
633,609

$ 2,075,324
1,552,663
1,373,841
678,245
577,801
497,688
208,805
176,436
125,588
71,132
45,621
45,592
67,906
7,496,642

$ 2,300,869
1,589,320
1,392,577
595,696
542,070
456,360
215,011
145,393
108,267
59,108
49,047

17,995

36,740

771

403

18,766

37,143

152,012
373,638

1,959,563

1,684,201

25,485
17,005
568,140

1,959,563

1,684,201

731
321
(366)
411
(213)
87
971

(1,375)
(332)
(149)
517
136
(57)
(1,260)

14,030
3,237

17,400
937

8,637
6,103
19,704
51,711
$ 9,527,653

16,443
14,423
29,041
78,244
$ 9,292,624

416
1,063
1,036

4,066
525
1,372

5,963
$ 703,709

2009

$ 636,204

40,578
7,494,296
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Alternative Investment Risks
Alternative investments are defined as marketable alternatives (hedge funds), limited partnerships, private equity
and venture capital funds. Alternative investments include ownership interests in a wide variety of vehicles including
partnerships and corporations that may be domiciled in the United States or off-shore. Generally, there is little or no
regulation of these investment vehicles by the Securities and Exchange Commission or the applicable state agencies.
Managers of these investments employ a wide variety of strategies and have areas of concentration including absolute
return, venture capital or early stage investing, private equity or later stage investing and the underlying investments
may be leveraged to enhance the total investment return. Each asset class has guidelines and policies regarding the use
of leverage. Such underlying investments may include financial assets such as marketable securities, non-marketable
securities, derivatives and other synthetic and structured investments as well as tangible and intangible assets. Generally,
these alternative investments do not have a ready market and ownership interests in these investment vehicles may not
be traded without the approval of the general partner or fund management. These investments are subject to the risks
generally associated with equities and fixed income instruments with additional risks due to leverage and the lack of a
ready market for acquisition or disposition of ownership interests.
The University’s Investment Pools
The composition of the University’s investments at June 30, 2010, by investment pool, is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
STIP

Equity securities:
Domestic
Foreign
Fixed or variable income securities:
U.S. government guaranteed
Other U.S. dollar denominated
Foreign currency denominated
Commingled funds
Investment derivatives
Private equity
Mortgage loans
Real estate
Real assets
Externally held irrevocable trusts
Other investments
Subtotal
Campus foundations’ investments with the University
UCRS investment in STIP
Total investments

$ 1,206,807
7,021,074

TRIP

GEP

OTHER

$ 246,956
169,079

$ 945,722
892,599

$ 72,029
13,438

$ 1,264,707
1,075,116

128,998
1,098,512

289,681
754,698
3,201
2,154,867
40,210
409,542

14,580
236,146

1,640,066
9,110,430
3,201
2,338,608
122,604
425,450
799,395
28,428
207,158
215,937
6,993
17,238,093
(1,025,675)
(259,488)
$15,952,930

99,858
79,161

83,883
3,233
15,908

799,395
28,428
192,052

9,027,276
(407,269)
(259,488)
$ 8,360,519

TOTAL

1,822,564

5,711,000
(506,536)

15,106
215,937
6,993
677,253
(111,870)

$1,822,564

$ 5,204,464

$ 565,383

The total investment return based upon unit values, representing the combined income plus net appreciation or
depreciation in the fair value of investments, for the year ended June 30, 2010 was 14.0 percent for TRIP, 11.3 percent
for GEP and 11.8 percent for UCRS. The investment return for STIP distributed to participants, representing combined
income and realized gains or losses, during the same period, was 2.7 percent. Other investments consist of numerous,
small portfolios of investments, or individual securities, each with its individual rate of return.

Related Party Relationships with the University
UCRS and campus foundations may invest available cash in STIP. Shares are purchased or redeemed in STIP at
a constant value of $1 per share. Actual income earned, including any realized gains or losses on the sale of STIP
investments, is allocated to UCRS and campus foundations based upon the number of shares held. Unrealized gains and
losses associated with the fluctuation in the fair value of investments included in STIP are recorded by the University as
the manager of the pool.
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The campus foundations may purchase or redeem shares in GEP or other investment pools at the unitized value of the
portfolio at the time of purchase or redemption. Actual income earned is allocated to the campus foundations based
upon the number of shares held.

UCRS
UCRS had $259.5 million and $245.6 million invested in STIP at June 30, 2010 and 2009, respectively. These investments
are excluded from the University’s statement of net assets and are included in the UCRS’ statement of plans’ fiduciary
net assets. They are categorized as commingled funds in the composition of investments. STIP investment income in
the University’s statement of revenues, expenses and changes in net assets is net of income earned by, and distributed to,
UCRS totaling $7.1 million and $9.1 million for the years ended June 30, 2010 and 2009, respectively.
Campus Foundations
Campus foundations’ cash and cash equivalents and investments that are invested with the University and managed
by the Chief Investment Officer are excluded from the University’s statement of net assets and included in the campus
foundations’ statement of net assets. Under the accounting policies elected by each separate foundation, certain
foundations classify all or a portion of their investment in STIP as cash and cash equivalents, rather than investments.
Substantially all of the campus foundations’ investments managed by the Chief Investment Officer are categorized as
commingled funds by the campus foundations in the composition of investments.
The fair value of the campus foundations’ cash and cash equivalents and investments that are invested with the
University, by investment pool at June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
2010

STIP
GEP
Other investment pools
Campus foundations’ investments with the University

2009

$ 407,269
506,536
111,870
1,025,675

$ 380,856
433,661
107,663
922,180

Classiﬁed as cash and cash equivalents by campus foundations
(28,801)
Classiﬁed as investments by campus foundations
$ 996,874

(65,122)
$ 857,058

Endowment investment income in the University’s statement of revenues, expenses and changes in net assets is net of
income earned by, and distributed to, the campus foundations totaling $20.0 million and $26.4 million for the years
ended June 30, 2010 and 2009, respectively.

Agency Relationships with the University
STIP and GEP are external investment pools and include investments in behalf of external organizations that are
associated with the University, although not significant or financially accountable to the University. These organizations
are not required to invest in these pools. As with UCRS and campus foundations, participants purchase or redeem shares
in STIP at a constant value of $1 per share and purchase or redeem shares in GEP at the unitized value of the portfolio at
the time of purchase or redemption. Actual income earned is allocated to participants based upon the number of shares
held.
The fair value of these investments in each investment pool and the related liability associated with these organizations
that are included in the University’s statement of net assets at June 30, 2010 and 2009 are as follows:
(in thousands of dollars)
2010

2009

Short-term investments:
STIP
GEP
Other investment pools
Total agency assets

$ 72,746
130,914
13,938
$ 217,598

$ 68,834
116,897
15,125
$ 200,856

Funds held for others

$ 217,598

$ 200,856
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The composition of the net assets at June 30, 2010 and 2009 for STIP and GEP is as follows:
(in thousands of dollars)
STIP

2010

Investments
Investment of cash collateral
Securities lending collateral
Other assets (liabilities), net
Net assets

GEP

2009

$ 9,027,276
1,725,766
(1,726,553)
116,948
$ 9,143,437

$ 7,527,562
1,388,274
(1,393,223)
497,146
$ 8,019,759

2010

2009

$ 5,711,000
675,907
(676,214)
(99,238)
$5,611,455

$ 5,154,338
719,873
(722,439)
(75,071)
$5,076,701

The changes in net assets for STIP and GEP for the years ending June 30, 2010 and 2009 are as follows:
(in thousands of dollars)
STIP

2010

Net assets, beginning of year
Investment income
Net appreciation (depreciation) in fair value of investments
Transfer to TRIP
Participant contributions (withdrawals), net
Net assets, end of year

$ 8,019,759
239,986
143,305
(150,000)
890,387
$ 9,143,437

GEP

2009

$ 9,393,622
286,597
89,756
(1,518,000)
(232,216)
$ 8,019,759

2010

2009

$ 5,076,701
99,416
478,481

$ 6,397,763
148,365
(1,303,982)

(43,143)
$5,611,455

(165,445)
$5,076,701

3. SECURITIES LENDING
The University and UCRS jointly participate in a securities lending program as a means to augment income. Campus
foundations’ cash and cash equivalents and investments that are invested with the University and managed by the Chief
Investment Officer are included in the University’s investment pools that participate in the securities lending program.
The campus foundations’ allocated share of the program’s cash collateral received, investment of cash collateral and
collateral held for securities lending is determined based upon their equity in the investment pools. The Board of
Trustees for each campus foundation may also authorize participation in a direct securities lending program.
Securities are lent to selected brokerage firms for which collateral received equals or exceeds the fair value of such
investments lent during the period of the loan. Securities loans immediately terminate upon notice by either the
University or the borrower. Collateral may be cash or securities issued by the U.S. government or its agencies, or the
sovereign or provincial debt of foreign countries. Securities collateral cannot be pledged or sold by the University unless
the borrower defaults.
Loans of domestic equities and all fixed income securities are initially collateralized at 102 percent of the fair value of
securities lent. Loans of foreign equities are initially collateralized at 105 percent. All borrowers are required to provide
additional collateral by the next business day if the value of the collateral falls to less than 100 percent of the fair value of
securities lent.
Cash collateral received from the borrower is invested by lending agents, as agents for the University, in investment pools
in the name of the University, with guidelines approved by the University. These investments are shown as investment
of cash collateral in the statement of net assets. At June 30, 2010 and 2009, the securities in these pools had a weighted
average maturity of 32 and 37 days, respectively. The University records a liability for the return of the cash collateral
shown as collateral held for securities lending in the statement of net assets. Securities collateral received from the
borrower is held in investment pools by the University’s custodial bank.
At June 30, 2010, the University had insignificant exposure to borrowers because the amounts the University owed the
borrowers were substantially the same as the amounts the borrowers owed the University. The University is indemnified
by its lending agents against any losses incurred as a result of borrower default.
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The composition of the securities lending programs at June 30, 2010 and 2009 is as follows:
(in thousands of dollars)

SECURITIES LENT
For cash collateral:
Equity securities:
Domestic
Foreign
Fixed income securities:
U.S. government guaranteed
Other U.S. dollar denominated
Foreign currency denominated
Campus foundations’ share
Lent for cash collateral

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2010

2009

2010

$ 20,588

$ 27,706

2009

$ 272,952
108,821

$ 314,190
230,755

1,115,759
1,139,324
(160,262)
2,476,594

1,166,346
624,378
153
(160,495)
2,175,327

160,262
180,850

2009

$ 2,489,610
775,789

$ 2,966,044
1,660,423

4,361,438
2,212,812

4,306,053
1,115,132

9,839,649

10,047,652

160,495
188,201

For securities collateral:
Equity securities:
Domestic
Foreign
Fixed income securities:
U.S. government guaranteed
Other U.S. dollar denominated
Foreign currency denominated
Lent for securities collateral
Total securities lent

33,952
89,175

13,080
23,569

246,872
580,818

104,095
117,161

274,539
475,648
3,823
877,137
$ 3,353,731

131,795
323,611
5,620
497,675
$ 2,673,002

450,538
1,262,857
3,624
2,544,709
$12,384,358

44,880
896,946
15,662
1,178,744
$11,226,396

COLLATERAL RECEIVED
Cash
Campus foundations’ share
Total cash collateral received
Securities
Total collateral received

$ 2,699,766
(160,262)
2,539,504
907,857
$ 3,447,361

$ 2,359,757
(160,495)
2,199,262
510,803
$ 2,710,065

$ 10,116,795

$ 10,387,181
10,387,181
1,209,837
$11,597,018

$ 156,457
172,272
105,282
827,908
217,591
907,605
292,061

$ 250,014
106,004

586,292
645,551
394,522
3,102,407
815,376
3,401,056
1,094,435

$ 1,100,515
466,609

20,472
(1,111)
(160,262)
2,538,275
(2,054,994)
$ 483,281

96,160
(147,618)
(160,495)
2,190,880
(1,844,661)
$ 346,219

76,714
(4,165)

423,277
(649,788)

$10,112,188

$10,350,285

INVESTMENT OF CASH COLLATERAL
Fixed income securities:
Other U.S. dollar denominated:
Corporate bonds
Commercial paper
U.S. agencies
Repurchase agreements
Corporate–asset-backed securities
Certiﬁcates of deposit/time deposits
Supranational/foreign
Other
Commingled funds–money market funds
Other liabilities, net *
Campus foundations’ share
Investment of cash collateral
Less: Current portion
Noncurrent portion

275,986
541,202
1,164,750
64,877

$180,850

$188,201

$ 21,336
160,262
181,598

$ 28,569
160,495
189,064

$181,598

$189,064

10,116,795
2,633,837
$12,750,632

$

$

7,509

$ 17,836
2,000

11,252
2,000
2,926

1,500

2,000
2,861

160,262
181,598
(151,085)
$ 30,513

160,495
189,043
(163,680)
$ 25,363

1,214,836
2,382,262
5,126,998
285,576

* Other liabilities, net is comprised of pending settlements of cash collateral investments.
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The University earns interest and dividends on the collateral held during the loan period, as well as a fee from the
brokerage firm, and is obligated to pay a fee and rebate to the borrower. The University receives the net investment
income. The securities lending income and fees and rebates for the years ended June 30, 2010 and 2009 are as follows:
(in thousands of dollars)

Securities lending income
Securities lending fees and rebates
Securities lending investment income, net

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2009

2010

2009

2010

2009

$ 15,666
(4,824)
$10,842

$ 45,870
(22,027)
$ 23,843

$1,136
(348)
$ 788

$ 4,345
(2,344)
$ 2,001

$ 74,831
(23,041)
$51,790

$ 217,438
(105,682)
$111,756

Investment Risk Factors
There are a variety of potential risk factors involved in a securities lending program. Risks associated with the investment
of cash collateral may include the credit risk from fixed income securities, concentration of credit risk, interest rate
risk and foreign currency risk. In addition, there may be custodial credit risk associated with both cash and securities
received as collateral for securities lent.
The University’s and UCRS’ investment policies and other information related to each of these risks are summarized
below. Campus foundations that participate in a securities lending program may have their own individual investment
policies designed to limit the same risks.

Credit Risk
The University’s and UCRS’ investment policies for the investment of cash collateral maintained in separately managed
collateral pools restrict the credit rating of issuers to no less than A-1, P-1 or F-1 for short term securities and no less
than A2/A for long term securities. Asset-backed securities must have a rating of AAA.
The credit risk profile for fixed or variable income securities associated with the investment of cash collateral at
June 30, 2010 and 2009 is as follows:
(in thousands of dollars)

Fixed or variable income securities:
Other U.S. dollar denominated:
AAA
AA+
AA
AAA+
A
ABBB
BBA-1 / P-1 / F-1
Not rated
Commingled funds:
Money market funds: Not rated
Other liabilities, net * : Not rated
Campus foundations’ share

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2010

2009

2010

$ 2,000

$ 2,000

$ 1,264,571

2,000

866,330
198,114
409,935

$ 337,463
231,189
52,868
109,395

828
1,947,433

2009

$ 512,924
2,407
102,567
77,744
129,329
32,634

10,435

6,955
10,032
1,528,241

3,102

17,836
20,472
(1,111)
(160,262)

96,160
(147,618)
(160,495)

* Other liabilities, net is comprised of pending settlements of cash collateral investments.
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1,500

$ 2,257,794
10,597
451,481
342,212
569,280
143,649

7,297,587

30,613
44,159
6,727,011

76,714
(4,165)

423,277
(649,788)

11,252
2,861

160,262

2009

160,495

Custodial Credit Risk
Cash collateral received for securities lent is invested in pools by the University’s lending agents. The University and the
UCRS securities related to the investment of cash collateral are registered in the University’s name by the lending agents.
Securities collateral received for securities lent are held in investment pools by the University’s lending agents. As a result,
custodial credit risk is remote.
Concentration of Credit Risk
The University’s and UCRS’ investment policy with respect to the concentration of credit risk associated with the
investment of cash collateral in the separately managed collateral pools restricts investments in any single issuer of
corporate debt securities, time deposits, certificates of deposit, bankers acceptances and money market funds to no more
than 5 percent of the portfolio value. Campus foundations that directly participate in a securities lending program do not
have specific investment policies related to concentration of credit risk, although the lending agreements with the agents
establish restrictions for the type of investments and minimum credit ratings.
Investments in issuers other than U.S. government guaranteed securities that represent 5 percent or more of the total
investment of cash collateral at June 30, 2010 and 2009 are as follows:
(in thousands of dollars)

Bank of America
JP Morgan Chase
BNP Paribas
Morgan Stanley
ING Bank
Deutsche Bank Securities
Sun Trust Bank
General Electric Capital Corporation
Bank of New York/Mellon
Goldman Sachs
Rabo Bank Nederland NV
Campus foundations’ share

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2009

2010

2009

2010

$ 354,785

$131,478
170,835
138,862

$19,836
1,500

$ 2,000
2,000

191,365
157,985
147,447

(56,330)

(32,681)

$1,329,481
717,098
592,015
552,526

56,330

2009

$578,741
751,980
611,242

11,252
2,926
3,009
2,861
2,500
2,000
32,681

Interest Rate Risk
The nature of individual securities in the collateral pools allows for the use of weighted average maturity as an effective
risk management measure. The University’s and UCRS’ investment policy with respect to the interest rate risk associated
with the investment of cash collateral in the separately managed collateral pools requires the weighted average maturity
of the entire collateral pool to be less than 120 days. The maturity of securities issued by the U.S. government and assetbacked securities must be less than five years, corporate debt obligations must be less than two years and time deposits
must be less than 190 days. Floating rate debt may be used, but it is limited to 65 percent of the market value of the
portfolio.
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The weighted average maturity expressed in days for fixed or variable income securities associated with the investment of
cash collateral at June 30, 2010 and 2009 is as follows:
(in days)
UNIVERSITY OF CALIFORNIA

2010

2009

37
12
51
15
25
27

43
70
1
23
50
34

Fixed or variable income securities:
Other U.S. dollar denominated:
Corporate bonds
Commercial paper
Repurchase agreements
Corporate–asset-backed securities
Certiﬁcates of deposit/time deposits
Supranational/foreign
Other
Commingled funds:
Money market funds

1

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

2010

2009

2010

2009

33

37
12
51
15
25
27

43
70
1
23
50
34

1

1

1
15

1
15
29

86

15

1

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

1

Investment of cash collateral may include various asset-backed securities, structured notes and variable rate securities
that may be considered to be highly sensitive to changes in interest rates due to the existence of prepayment or
conversion features, although the weighted average maturity may be short.
At June 30, 2010 and 2009, the fair value of investments that are considered to be highly sensitive to changes in interest
rates is as follows:
(in thousands of dollars)

Other asset-backed securities
Variable rate investments
Campus foundations’ share
Total

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

2010

2009

2010

2009

2010

$ 217,591
448,518
(44,062)
$ 622,047

$ 541,202
314,892
(63,418)
$ 792,676

$ 2,000

$ 2,000

44,062
$ 46,062

63,418
$ 65,418

2009

$ 815,376
1,680,726

$ 2,382,262
1,386,091

$ 2,496,102

$ 3,768,353

At June 30, 2010 and 2009, the weighted average maturity expressed in days for asset-backed securities was 15 days and
23 days, respectively, and for variable rate investments was 30 days and 41 days, respectively.

Foreign Currency Risk
The University’s and UCRS’ investment policy with respect to the foreign currency risk associated with the investment
of cash collateral maintained in separate collateral pools restricts investments to U.S. dollar denominated securities.
Therefore, there is no foreign currency risk.
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4. DERIVATIVE FINANCIAL INSTRUMENTS
The University may use derivatives—including futures, forward contracts, options and interest rate swap contracts—as
a substitute for investment in equity and fixed income securities, to reduce the effect of fluctuating foreign currencies on
foreign currency-denominated investments, or to limit its exposure of variable rate bonds to changes in market interest
rates. Forward contracts are also used to purchase securities on a to-be-announced basis. The Board of Trustees for each
campus foundation may also authorize derivatives in its investment policy.
The University enters into futures contracts for the purpose of acting as a substitute for investment in equity and fixed
income securities. A futures contract is an agreement between two parties to buy and sell a security or financial index,
interest rate or foreign currency at a set price on a future date. They are standardized contracts that can be easily bought
and sold and are exchange-traded. Upon entering into such a contract, the University is required to pledge to the broker
an amount of cash or securities equal to the minimum initial margin requirements of the exchange on which the contract
is traded. Pursuant to the contract, the University agrees to receive from, or pay to, the counterparty an amount of cash
equal to the daily fluctuation in the value of the contract. These contracts are settled on a daily basis, with the resulting
realized gain or loss included in the statement of revenues, expenses and changes in net assets. The settlement amount at
the end of each day for each of the contracts, or variation margin, is included in investments and represents the fair value
of the contracts.
Forward contracts are similar to futures contracts, although they are not exchange-traded. Foreign currency exchange
contracts are forward contracts used to hedge against foreign currency exchange rate risks on non-U.S. dollar
denominated investment securities and to increase or decrease exposure to various foreign currencies.
Forward contracts are also used to purchase certain mortgage-backed securities on a to-be-announced basis when
the price cannot be determined until the coupon rate is known. A forward contract on a to-be-announced basis is a
commitment to purchase a mortgage-backed pass-through pooled security when issued by Freddie Mac, Fannie Mae
and Ginnie Mae. The terms of the security are announced forty-eight hours prior to the established trade settlement date.
Payment for the mortgage-backed security is made on the settlement date. A forward contract on a to-be-announced
basis acts as a substitute for investment in mortgage-backed securities.
An option contract gives the University the right, but not the obligation, to buy or sell a specified security or index at
a fixed price during a specified period for a nonrefundable fee (the “premium”). The maximum loss to the University
is limited to the premium originally paid for covered options. The University initially records premiums paid for the
purchase of these options in the statement of net assets as an investment which is subsequently adjusted to reflect the fair
value of the options, with unrealized gains and losses included in the statement of revenues, expenses and changes in net
assets. Neither the University nor UCRS held any option contracts at June 30, 2010 or 2009.
The University considers its futures, forward contracts and options to be investment derivatives.
A swap is a contractual agreement entered into between the University and a counterparty under which each agrees to
exchange periodic fixed or variable payments for an agreed period of time based upon a notional amount of principal or
value of the underlying contract. The payments correspond to an equity index, interest rate or currency. As a means to
lower the University’s borrowing costs, when compared against fixed-rate bonds at the time of issuance, the University
entered into interest rate swap agreements in connection with certain of its variable rate Medical Center Pooled Revenue
Bonds.
The University has determined that its interest rate swaps are derivative instruments that meet the criteria for an effective
hedge. Certain of the interest rate swaps are considered hybrid instruments since, at the time of execution, the fixed
rate on each of the swaps was off-market and the University received an up-front payment. As such, these swaps are
comprised of a derivative instrument, an at-the-market swap that is an effective hedge, and a companion instrument,
a borrowing represented by the up-front payment. The unamortized amount of the borrowing under the companion
instrument was $30.6 million and $31.0 million at June 30, 2010 and 2009, respectively.
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The fair value balances and notional amounts of derivative instruments outstanding at June 30, 2010 and 2009,
categorized by type, and the changes in fair value of such derivatives for the years then ended are as follows:
University of California
(in thousands of dollars)
NOTIONAL AMOUNT
CATEGORY

2010

2009

FAIR VALUE–POSITIVE (NEGATIVE)
CLASSIFICATION

2010

CHANGES IN FAIR VALUE
2009

CLASSIFICATION

2010

2009

Net appreciation
(depreciation)

$ (7,856 )

$ (10,517 )

INVESTMENT DERIVATIVES
Futures contracts:
Domestic equity futures:
Long positions

129,817

19,013

Investments

Short positions

(1,511 )

(1,748 )

Foreign equity futures:
Long positions

22,126

Short positions

(4,774 )

$ (1,517 )

$ (107 )

Investments

13

11

Net appreciation
(depreciation)

(309 )

287

16,249

Investments

(78 )

(63 )

Net appreciation
(depreciation)

4,348

(7,729 )

(3,125 )

Investments

54

(12 )

Net appreciation
(depreciation)

(344 )

2,213

(1,528)

(171)

Futures contracts, net

(4,161)

(15,746)

Foreign currency exchange
contracts, net:
Long positions

207,687

144,201

Investments

229

240

Net appreciation
(depreciation)

(4,457 )

(5,924 )

Short positions

(376,502 )

(272,592 )

Investments

(2,285 )

(882 )

Net appreciation
(depreciation)

10,429

20,961

(2,056)

(642)

5,972

15,037

126,188

29,933

5,888

5,932

$122,604

$ 29,120

$ 7,699

$ 5,223

$ (64,082 )

$ (48,104 )

$(15,978 )

$ (13,441 )

Futures currency exchange
contracts, net
Forward contracts on a
to-be-announced basis

119,400

29,400

Investments

Total investment derivatives

Net appreciation
(depreciation)

CASH FLOW HEDGES
Interest rate swaps:
Pay ﬁxed, receive variable
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278,385

280,990

Other assets
(liabilities)

Deferred (inﬂows)
outﬂows

University of California Retirement System
(in thousands of dollars)
NOTIONAL AMOUNT
CATEGORY

2010

FAIR VALUE–POSITIVE (NEGATIVE)

2009

CLASSIFICATION

2010

CHANGES IN FAIR VALUE
2009

CLASSIFICATION

2010

2009

INVESTMENT DERIVATIVES
Futures contracts:
Domestic equity futures:
Long positions

$ (8,729 )

$ (5,615 )

Investments

99

95

138,080

Investments

(624 )

(27,394 )

Investments

597,440

1,028,854

Short positions

(11,732 )

(15,326 )

Foreign equity futures:
Long positions

175,338

Short positions

(37,065 )

Investments

Futures contracts, net

$ 208,024

$ 1,096

Net appreciation
(depreciation)

(2,395 )

(4,900 )

(524 )

Net appreciation
(depreciation)

24,952

(63,902 )

422

(107 )

Net appreciation
(depreciation)

(2,673 )

19,396

(8,832)

(6,151)

Net appreciation
(depreciation)

227,908

(48,310)

Foreign currency exchange
contracts, net:
Long positions

143,949

100,949

Investments

1,544

(373 )

Net appreciation
(depreciation)

7,133

36,227

Short positions

(160,253 )

(110,770 )

Investments

(371 )

(256 )

Net appreciation
(depreciation)

(1,938 )

(11,183 )

5,195

25,044

64,345

69,887

$ 297,448

$ 46,621

Foreign currency exchange
contracts, net
Forward contracts on a
to-be-announced basis

826,000

571,000

Investments

Total investment derivatives

1,173

(629)

870,927

585,542

$ 863,268

$ 578,762

Net appreciation
(depreciation)

Objectives and Terms of Hedging Derivative Instruments
The objectives and terms of the hedging derivative instruments outstanding at June 30, 2010, along with the credit rating
of the associated counterparty, are as follows:
(in thousands of dollars)

TYPE

OBJECTIVE

NOTIONAL
AMOUNT

EFFECTIVE
DATE

MATURITY
DATE

CASH
PAID OR
RECEIVED

TERMS

COUNTERPARTY
CREDIT
RATING

2010

$ (11,418 )

$ (8,173 )

(52,664 )

(39,931 )

$ (64,082 )

$ (48,104 )

FAIR VALUE
2009

UNIVERSITY OF CALIFORNIA
Pay ﬁxed, receive
variable interest
rate swap

Hedge of changes in cash
ﬂows on variable rate
Medical Center Pooled
Revenue Bonds

88,610

2007

2032

None

Pay ﬁxed 3.5897%;
receive 58% of
1-Month LIBOR*
plus 0.48%

A2/A

Pay ﬁxed, receive
variable interest
rate swap

Hedge of changes in cash
ﬂows on variable rate
Medical Center Pooled
Revenue Bonds

189,775

2008

2047

None

Pay ﬁxed 4.6873%;
receive 67% of
3-Month LIBOR*
plus 0.73%**

Aa3/A+

* London Interbank Oﬀered Rate (LIBOR)
** Weighted average spread

65

Hedging Derivative Financial Instrument Risk Factors
Credit Risk
The University could be exposed to credit risk if the interest rate swap counterparties to the contracts are unable to meet
the terms of the contracts. Contracts with positive fair values are exposed to credit risk. The University faces a maximum
possible loss equivalent to the amount of the derivative’s fair value, less any collateral held by the University provided by
the counterparty. Contracts with negative fair values are not exposed to credit risk.
Although the University has entered into the interest rate swaps with creditworthy financial institutions to hedge its
variable rate debt, there is credit risk for losses in the event of non-performance by counterparties or unfavorable interest
rate movements.
There are no collateral requirements related to the interest rate swap with the $88.6 million notional amount. Depending
on the fair value related to the swap with the $189.8 million notional amount, the University may be entitled to receive
collateral from the counterparty to the extent the positive fair value exceeds $35.0 million, or be obligated to provide
collateral to the counterparty if the negative fair value of the swap exceeds $50.0 million. On July 1, 2010, the University
deposited collateral of $1.9 million with the counterparty, and on July 2, 2010, additional collateral of $0.8 million was
deposited by the University.

Interest Rate Risk
There is a risk the value of the interest rate swaps will decline because of changing interest rates. The values of the interest
rate swaps with longer maturities tend to be more sensitive to changing interest rates and, therefore, more volatile than
those with shorter maturities.
Basis Risk
There is a risk that the basis for the variable payment received on interest rate swaps will not match the variable payment
on the bonds that exposes the University to basis risk whenever the interest rates on the bonds are reset. The interest
rate on the bonds is a tax-exempt interest rate, while the basis of the variable receipt on the interest rate swaps is taxable.
Tax-exempt interest rates can change without a corresponding change in the LIBOR rate due to factors affecting the taxexempt market which do not have a similar effect on the taxable market. However, there is no basis or tax risk related to
the swap with the $189.8 million notional amount since the variable rate the University pays to the bond holders matches
the variable rate payments received from the swap counterparty and the interest rates are reset at the same intervals.
Termination Risk
There is termination risk for interest rate swaps associated with variable rate bonds in the event of non-performance
by counterparties in an adverse market resulting in cancellation of the synthetic interest rate and returning the interest
rate payments to the variable interest rates on the bonds. In addition, depending on the agreement, certain interest rate
swaps may be terminated if the swap counterparty’s credit quality rating, as issued by Moody’s or Standard & Poor’s, falls
below certain thresholds. For the interest rate swap with the $88.6 million notional amount, the termination threshold
is reached when the credit quality rating for either the underlying Medical Center Pooled Revenue Bonds or swap
counterparty falls below Baa2 or BBB. For the swap with the $189.8 million notional amount, the termination threshold
is reached when the credit quality rating for the underlying Medical Center Pooled Revenue Bonds falls below Baa1/BBB,
or the interest rate swap counterparty’s rating falls below Baa1/BBB+. At termination, the University may also owe a
termination payment if there is a realized loss based on the fair value of the interest rate swap.
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5. INVESTMENTS HELD BY TRUSTEES
The University has entered into agreements with trustees to maintain trusts for the University’s self-insurance programs,
long-term debt requirements, capital projects and certain other requirements. In addition, the state of California retains
on deposit certain proceeds from the sale of lease-revenue bonds to be used for capital projects. The combined fair value
of all of the investments and deposits held by trustees was $1.1 billion and $937.2 million at June 30, 2010 and 2009,
respectively.
Self-Insurance Programs
Investments held by trustees for self-insurance programs include separate trusts for the workers’ compensation and
professional medical and hospital liability programs. Securities are held by the trustees in the name of the University.
The trust agreements permit the trustees to invest in U.S. and state government or agency obligations, corporate debt
securities, commercial paper or certificates of deposit.
The composition of cash and investments and effective duration associated with fixed income securities for selfinsurance programs at June 30, 2010 and 2009, respectively, is as follows:
(in thousands of dollars)
INVESTMENTS AT FAIR VALUE

2010

Cash
U.S. government guaranteed:
U.S. government-backed–asset-backed securities
Other U.S. dollar denominated:
Corporate–asset-backed securities
U.S. agencies–asset-backed securities
Commingled funds:
U.S. bond funds
Money market funds
U.S. equity funds
Total

$

740

495,815
25,575
86,118
$ 608,248

2009

EFFECTIVE DURATION

2010

2009

$ (7,131)
25,218

3.2

120,509
437,906

2.1
2.6

12,002

4.8
0.0

0.0

$588,504

Self-insurance investments are held in externally managed commingled funds with underlying credit ratings ranging
from B to AAA, where applicable.

Long-Term Debt
Investments held by trustees for future payment of principal and interest in accordance with various indenture and other
long-term debt requirements totaled $60.5 million and $62.6 million at June 30, 2010 and 2009, respectively.
The state financing appropriations to the University are deposited in commingled U.S. bond funds managed by the
State of California Treasurer’s Office, as trustee, and used to satisfy the annual lease requirements under lease-purchase
agreements with the state. The fair value of these deposits was $51.4 million and $58.3 million at June 30, 2010 and 2009,
respectively.
In addition, other securities held by trustees are held in the name of the University. These trust agreements permit
trustees to invest in U.S. and state government or agency obligations, commercial paper or other corporate obligations
meeting certain credit rating requirements. The fair value of these investments was $9.1 million and $4.3 million at
June 30, 2010 and 2009, respectively.
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Capital Projects
Investments held by trustees to be used for capital projects totaled $439.8 million and $284.1 million at June 30, 2010 and
2009, respectively.
Proceeds from the sale of the state’s lease revenue bonds to be used for financing certain of the University’s capital
projects are deposited in a commingled U.S. bond fund managed by the State of California Treasurer’s Office, as trustee,
and distributed to the University as the projects are constructed. The fair value of these deposits was $310.6 million and
$119.8 million at June 30, 2010 and 2009, respectively.
In addition, proceeds from the sale of bonds and certain University funds are held by trustees to be used for financing
other capital projects. The fair value of these investments was $129.2 million and $164.3 million at June 30, 2010 and
2009, respectively. Substantially all of these investments are of a highly liquid, short term nature.
University deposits into the trusts, or receipts from the trusts, are classified as an operating activity in the University’s
statement of cash flows if related to the self-insurance programs, or a capital and related financing activity if related to
long-term debt requirements or a capital project. Deposits directly into trusts by third parties, investment transactions
initiated by trustees in conjunction with the management of trust assets and payments from trusts directly to third
parties are not included in the University’s statement of cash flows.

6. ACCOUNTS RECEIVABLE
Accounts receivable and the allowance for uncollectible amounts at June 30, 2010 and 2009 are as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
STATE AND
FEDERAL
GOVERNMENT

MEDICAL
CENTERS

INVESTMENT
INCOME

OTHER

TOTAL

UNIVERSITY OF
CALIFORNIA
CAMPUS
FOUNDATIONS

At June 30, 2010

Accounts receivable
Allowance for uncollectible amounts
Accounts receivable, net

$ 652,704

$ 1,336,786

$ 99,292

$ 1,251,645

$ 3,340,427

$ 6,669

(2,068)

(239,334)

(56,143)

(297,545)

$ 650,636

$ 1,097,452

$ 99,292

$ 1,195,502

$3,042,882

$ 6,669

$ 582,211

$ 1,201,424

$ 93,915

$ 1,061,832

$ 2,939,382

$ 6,506

(2,648)

(200,412)

(53,847)

(256,907)

$ 579,563

$1,001,012

$1,007,985

$ 2,682,475

At June 30, 2009

Accounts receivable
Allowance for uncollectible amounts
Accounts receivable, net

$ 93,915

$ 6,506

The University’s other accounts receivable are primarily related to private grants and contracts, physicians’ professional
fees, investment sales, tuition and fees, auxiliary enterprises, insurance rebates and legal settlements.
The campus foundations’ accounts receivable are primarily related to investment income.
Adjustments to the allowance for doubtful accounts have either increased or (decreased) the following revenues for the
years ended June 30, 2010 and 2009:
(in thousands of dollars)
2010

Student tuition and fees
Grants and contracts:
Federal
State
Private
Local
Medical centers
Educational activities
Auxiliary enterprises
Other operating revenues
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$

2009

(392)

$ (2,548)

610
(189)
862
97
(210,873)
(6,650)
(447)
(1,702)

(772)
(583)
(3,341)
(76)
(164,010)
(8,108)
(771)
191

Retirement System Contribution
The state of California agreed to make contributions related to certain prior years to the University for UCRP in annual
installments over 30 years. During the years ended June 30, 2010 and 2009, under the terms of these agreements, the
state of California contributed $11.3 million and $11.3 million, respectively, including interest at rates ranging from 8.0
percent to 8.5 percent. At June 30, 2010 and 2009, the remaining amounts owed to UCRP by the state were $50.8 million
and $57.3 million, respectively. These amounts are recorded in the University’s statement of net assets as a receivable
from the state of California and as a liability owed to UCRP.
7. PLEDGES RECEIVABLE
The composition of pledges receivable at June 30, 2010 and 2009 is summarized as follows:
(in thousands of dollars)

Total pledges receivable outstanding
Less: Unamortized discount to present value
Allowance for uncollectible pledges
Total pledges receivable, net
Less: Current portion of pledges receivable
Noncurrent portion of pledges receivable

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

2010

2009

2010

2009

$ 90,105
(2,924)
(9,759)
77,422
(37,771)
$ 39,651

$102,649
(4,537)
(5,084)
93,028
(48,213)
$ 44,815

$ 529,078
(86,826)
(55,342)
386,910
(129,238)
$ 257,672

$ 534,752
(96,006)
(36,975)
401,771
(131,352)
$ 270,419

Future receipts under pledge agreements for each of the five fiscal years subsequent to June 30, 2010 and thereafter are as
follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA

Year Ending June 30

2011
2012
2013
2014
2015
2016-2020
Beyond 2020
Total payments on pledges receivable

$ 46,016
20,987
11,402
7,035
2,778
1,887

$ 173,864
62,228
42,878
27,123
15,571
176,262
31,152
$529,078

$ 90,105

Adjustments to the allowance for uncollectible pledges for the University have decreased the following revenues for the
years ended June 30, 2010 and 2009:
(in thousands of dollars)

Private gifts
Capital gifts and grants

2010

2009

$ (3,566)
(3,250)

$ (4,984)
(9)
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8. NOTES AND MORTGAGES RECEIVABLE
Notes and mortgages receivable at June 30, 2010 and 2009, along with the allowance for uncollectible amounts, are as
follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA

UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

NONCURRENT
CURRENT

NOTES

MORTGAGES

TOTAL

CURRENT

NONCURRENT

TOTAL

At June 30, 2010

Notes and mortgages receivable
Allowance for uncollectible amounts
Notes and mortgages receivable, net

$ 39,765

$ 296,298

$ 29,493

$ 325,791

(4,769)

(16,705)

(145)

(16,850)

$ 9

$ 501

$ 510

$ 34,996

$ 279,593

$ 29,348

$ 308,941

$ 9

$ 501

$ 510

$ 34,113

$ 284,190

$ 28,068

$ 312,258

$ 16

$ 486

$ 502

$16

$ 486

$502

At June 30, 2009

Notes and mortgages receivable
Allowance for uncollectible amounts
Notes and mortgages receivable, net

(4,515)

(13,599)

(143)

(13,742)

$ 29,598

$ 270,591

$ 27,925

$ 298,516

9. DOE NATIONAL LABORATORY CONTRACTS
The University records a receivable from the DOE to the extent there is a liability on the University’s statement of net
assets related to a DOE laboratory. These receivables are attributable to operating liabilities associated with LBNL, such
as third-party vendor and employee-related liabilities. In addition, the University records a receivable from the DOE for
services the University may perform directly for LBNL, costs incurred in conjunction with the transition of the LANL
and LLNL contracts to the successor contractor, the DOE’s continuing financial obligation to the University for LANL’s,
LLNL’s and LBNL’s current and future pension costs, and the DOE’s continuing financial obligation to the University for
LBNL’s current and future retiree health benefit costs.
Receivables from the DOE at June 30, 2010 and 2009 are as follows:
(in thousands of dollars)
2010

2009

Vendor and employee-related operating costs
Performance of services and transition costs
Pension costs
Current portion of the DOE receivable

$ 100,523
15,975
81,231
$197,729

$ 83,212
12,246

Retiree health costs
Pension costs
Noncurrent portion of the DOE receivable

$ 104,429
6,424
$110,853

$ 66,438

$ 95,458

$ 66,438

Los Alamos National Security, LLC (LANS)
LANS operates and manages the DOE’s LANL. LANS’ current earnings or losses are dependent on the percentage of
base and incentive fees earned under the terms of the contract, offset by any unallowable or disallowed costs. While the
University has a 50 percent membership interest in LANS, its equity in the current earnings or losses is subject to certain
limitations and special allocations of both the fees and costs. As a result, the University’s equity in the current earnings
or losses may range from 17 to 50 percent. For the years ended June 30, 2010 and June 30, 2009, the University recorded
$16.2 million and $15.6 million, respectively, as its equity in the current earnings of LANS and received $14.1 million
and $14.8 million in cash distributions in 2010 and 2009, respectively.
Lawrence Livermore National Security, LLC (LLNS)
LLNS manages and operates the DOE’s LLNL. LLNS’ current earnings or losses are dependent on the percentage of
base and incentive fees earned under the terms of the contract, offset by any unallowable or disallowed costs. While the
University has a 50 percent membership interest in LLNS, its equity in the current earnings or losses is 36.3 percent.
For the years ended June 30, 2010 and 2009, the University recorded $14.5 million and $12.0 million, respectively, as its
equity in the current earnings of LLNS and received $14.5 million and $13.8 million in cash distributions, respectively.
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10. CAPITAL ASSETS
The University’s capital asset activity for the years ended June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
2008

ADDITIONS

ORIGINAL COST
Land
$ 664,306
Infrastructure
454,127
Buildings and improvements
19,810,867
Equipment, software and intangibles 4,697,984
Libraries and collections
3,180,732
Special collections
284,875
Construction in progress
3,000,551
Capital assets, at original cost $ 32,093,442

$

31,335
33,876
2,287,629
519,326
138,995
24,015
(125,668)
$ 2,909,508

$

$

695,640
485,276
22,085,307
4,930,937
3,307,699
307,137
2,874,883
$ 34,686,879

2009

DISPOSALS

ACCUMULATED DEPRECIATION AND AMORTIZATION
Infrastructure
$ 200,308
$ 16,058
Buildings and improvements
6,979,954
669,466
Equipment, software and intangibles 3,090,362
402,562
Libraries and collections
2,229,604
109,318
Accumulated depreciation
and amortization
$ 12,500,228
$ 1,197,404
Capital assets, net

(1)
(2,727)
(13,189)
(286,373)
(12,028)
(1,753)

$ (316,071)

DEPRECIATION AND
AMORTIZATION

2008

2009

DISPOSALS

$

(2,130)
(7,371)
(267,272)
(10,895)

$ (287,668)

$ 19,593,214

$

214,236
7,642,049
3,225,652
2,328,027

$ 13,409,964

ADDITIONS

22,094
31,869
1,840,680
484,596
150,813
12,358
(31,327)
$ 2,511,083

$

$

$

13,564
729,238
410,494
113,838

$ 1,267,134

(120)
(49,371)
(280,988)
(16,358)
(158)

$ (346,995)

DEPRECIATION AND
AMORTIZATION

$

2010

DISPOSALS

717,734
517,025
23,876,616
5,134,545
3,442,154
319,337
2,843,556
$ 36,850,967

2010

DISPOSALS

$

(76)
(19,312)
(257,559)
(12,235)

$ (289,182)

$ 21,276,915

$

227,724
8,351,975
3,378,587
2,429,630

$ 14,387,916
$ 22,463,051

11. SELF-INSURANCE, OBLIGATIONS UNDER LIFE INCOME AGREEMENTS AND OTHER LIABILITIES
The University’s self-insurance and other liabilities, primarily employee leave and other compensated absences with
similar characteristics, contributions owed to UCRP by the state of California, accrued interest and interest rate swaps at
June 30, 2010 and 2009 are as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA

2010
CURRENT

Self-insurance programs
$ 154,884
Obligations under life
income agreements
812
Other liabilities:
Compensated absences
427,490
UCRP *
Accrued interest
84,375
Fair value of interest rate swaps
Other
239,675
Total
$ 907,236

2009
NONCURRENT

CURRENT

2010
NONCURRENT

$ 431,071

$ 163,090

$ 434,924

$ 26,981

876

$ 28,359

$ 275,156
43,768

416,631

$ 219,820
50,801

CURRENT

2009
NONCURRENT

CURRENT

NONCURRENT

$ 20,278

$143,737

$ 18,488

$142,740

734
$ 21,012

$ 14,072
$ 14,072

709
$19,197

$ 13,532
$ 13,532

62,055
64,082
137,719
$ 520,725

197,789
$ 840,441

48,104
137,197
$ 455,922

* UCRP has an equivalent amount recorded as a contribution receivable from the University in its statement of ﬁduciary net assets..
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Self-Insurance Programs
The University is self-insured for medical malpractice, workers’ compensation, employee health care and general
liability claims. These risks are subject to various claim and aggregate limits, with excess liability coverage provided by
an independent insurer. Liabilities are recorded when it is probable a loss has occurred and the amount of the loss can
be reasonably estimated. These losses include an estimate for claims that have been incurred, but not reported. The
estimated liabilities are based upon an independent actuarial determination of the present value of the anticipated future
payments.
Changes in self-insurance liabilities for the years ended June 30, 2010 and 2009 are as follows:
(in thousands of dollars)
MEDICAL
MALPRACTICE

WORKERS’
COMPENSATION

EMPLOYEE
HEALTH CARE

GENERAL
LIABILITY

$ 9,790

$ 93,369

TOTAL

Year Ended June 30, 2010

Liabilities at June 30, 2009

$ 186,536

$ 308,319

$ 598,014

Claims incurred and changes in estimates

50,911

69,065

39,717

7,250

166,943

Claim payments

(52,926)

(68,551)

(42,323)

(15,202)

(179,002)

$ 184,521

$ 308,833

$ 7,184

$ 85,417

$585,955

5.25%

5.0%

Undiscounted

3.5%

Liabilities at June 30, 2010
Discount rate
Year Ended June 30, 2009

$ 188,660

$ 322,308

$ 6,773

$ 79,000

$ 596,741

Claims incurred and changes in estimates

Liabilities at June 30, 2008

39,675

56,735

49,898

43,344

189,652

Claim payments

(41,799)

(70,724)

(46,881)

(28,975)

(188,379)

$ 186,536

$ 308,319

$ 9,790

$ 93,369

$ 598,014

5.5%

5.0%

Undiscounted

4.5%

Liabilities at June 30, 2009
Discount rate

The University decreased the discount rates at June 30, 2010 from those used at June 30, 2009. The change increased the
estimate for medical malpractice and general liability claims by $1.5 million and $1.9 million, respectively.

Obligations Under Life Income Agreements
Obligations under life income agreements represent trusts with living income beneficiaries where the University has
a residual interest. The investments associated with these agreements are recorded at their fair value. The discounted
present value of any income beneficiary interest is reported as a liability in the statement of net assets. Gifts subject to
such agreements are recorded as revenue, net of the income beneficiary share, at the date of the gift. Actuarial gains
and losses are included in other nonoperating income (expense) in the statement of revenues, expenses and changes in
net assets. Resources that are expendable upon maturity are classified as restricted, expendable net assets; all others are
classified as restricted, nonexpendable net assets.
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Changes in current and noncurrent obligations under life income agreements for the years ended June 30, 2010 and 2009
are as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
CAMPUS FOUNDATIONS

UNIVERSITY OF CALIFORNIA
ANNUITIES

LIFE BENEFICIARIES

ANNUITIES

LIFE BENEFICIARIES

Year Ended June 30, 2010

Current portion at June 30, 2009
Reclassiﬁcation from noncurrent
Payments to beneﬁciaries
Current portion at June 30, 2010

$

445
1,714
(1,757)
$ 402

$

431
1,404
(1,425)
$ 410

$ 6,624
7,235
(6,505)
$ 7,354

$ 11,864
11,579
(10,519)
$ 12,924

Noncurrent portion at June 30, 2009
New obligations to beneﬁciaries and change in liability, net
Reclassiﬁcation to current
Noncurrent portion at June 30, 2010

$ 12,102
728
(1,714)
$11,116

$ 16,257
1,012
(1,404)
$15,865

$ 53,976
1,966
(7,235)
$ 48,707

$ 88,764
17,845
(11,579)
$ 95,030

Current portion at June 30, 2008
Reclassiﬁcation from noncurrent
Payments to beneﬁciaries
Current portion at June 30, 2009

$

403
1,761
(1,719)
$ 445

$

513
1,636
(1,718)
$ 431

$ 7,490
6,480
(7,346)
$ 6,624

$ 16,198
11,382
(15,716)
$ 11,864

Noncurrent portion at June 30, 2008
New obligations to beneﬁciaries and change in liability, net
Reclassiﬁcation to current
Noncurrent portion at June 30, 2009

$ 10,543
3,320
(1,761)
$12,102

$ 20,531
(2,638)
(1,636)
$16,257

$ 48,679
11,777
(6,480)
$ 53,976

$108,232
(8,086)
(11,382)
$ 88,764

Year Ended June 30, 2009

Other Noncurrent Liabilities
Changes in other noncurrent liabilities for the years ended June 30, 2010 and 2009 are as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
COMPENSATED
ABSENCES

UCRP

UNIVERSITY OF
CALIFORNIA
CAMPUS
FOUNDATIONS

POLLUTION
REMEDIATION

OTHER

TOTAL

$ 144,103
22,599
(5,246)

$ 455,922
340,059
(275,256)

$ 13,532
3,262
(2,722)

Year Ended June 30, 2010

Liabilities at June 30, 2009
New obligations
Reclassiﬁcation to current
Liabilities at June 30, 2010

$ 219,820
315,931
(260,595)

$ 50,801
(7,033)

$ 41,198
1,529
(2,382)

$ 275,156

$ 43,768

$ 40,345

$161,456

$ 520,725

$14,072

$ 208,763
398,547
(387,490)

$ 57,303
(6,502)

$ 42,611
2,055
(3,468)

$ 97,919
52,153
(5,969)

$ 406,596
452,755
(403,429)

$ 14,134
2,280
(2,882)

$ 219,820

$50,801

$ 41,198

$144,103

$ 455,922

$ 13,532

Year Ended June 30, 2009

Liabilities at June 30, 2008
New obligations
Reclassiﬁcation to current
Liabilities at June 30, 2009

Payments are generally made from a variety of revenue sources, including state educational appropriations, grants and
contracts, auxiliary enterprises, endowment income or other revenue sources that support employees’ salaries.
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Pollution remediation liabilities generally involve groundwater, soil and sediment contamination at certain sites where
state and other regulatory agencies have indicated the University is among the responsible parties. The liabilities are
revalued annually and may increase or decrease the cost or recovery from third parties, if any, as a result of additional
information that refines the estimates, or from payments made from revenue sources that support the activity. There
were no expected recoveries at June 30, 2010 and 2009 reducing the pollution remediation liability.

12. DEBT
The University directly finances the construction, renovation and acquisition of facilities and equipment through the
issuance of debt obligations or indirectly through structures that involve legally separate entities reported as blended
component units. Commercial paper and bank loans provide for interim financing. Long-term financing includes
revenue bonds, capital lease obligations and other borrowings.
The University’s outstanding debt at June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
WEIGHTED AVERAGE
INTEREST RATE

INTERIM FINANCING:
Commercial paper
LONG-TERM FINANCING:
University of California General Revenue Bonds
University of California Limited Project Revenue Bonds
University of California Multiple Purpose Projects Revenue Bonds
University of California Medical Center Pooled Revenue Bonds
University of California Medical Center Revenue Bonds
Adjusted by: Unamortized deferred ﬁnancing costs
Unamortized bond premium
University of California revenue bonds
Capital lease obligations
Other University borrowings
Blended component unit revenue bonds, net
Total outstanding debt
Less: Commercial paper
Current portion of outstanding debt
Noncurrent portion of outstanding debt

5.2%
4.9%
4.9%
5.3%
5.2%

INTEREST RATE
RANGE

0.2–0.5%

2010

1.6–6.3%
3.0–5.0%
4.0–5.8%
3.0–6.6%
3.4–5.5%

2011–2043
2011–2041
2010–2027
2011–2049
2010–2039

0.0–11.0%
Various
3.0–6.5%

2010–2035
2010–2037
2011–2049

5.2%

5.9%

2010

MATURITY YEARS

$

407,810

5,810,210
1,363,905
162,560
1,546,275
131,035
(99,656)
206,000
9,120,329
2,558,305
252,106
604,190
12,942,740
(407,810)
(587,598)
$11,947,332

2009

$

665,525

4,528,790
1,380,840
187,505
1,039,280
137,090
(108,111)
190,113
7,355,507
2,374,908
262,988
330,542
10,989,470
(665,525)
(466,905)
$ 9,857,040

Interest expense associated with financing projects during construction, net of any investment income earned on taxexempt bond proceeds during construction, is capitalized. Total interest expense during the years ended June 30, 2010
and 2009 was $554.2 million and $445.5 million, respectively. Interest expense, net of investment income, totaling $93.7
million and $89.6 million was capitalized during the years ended June 30, 2010 and 2009, respectively. The remaining
$460.5 million in 2010 and $355.9 million in 2009 is reported as interest expense in the statement of revenues, expenses
and changes in net assets.
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Outstanding Debt Activity
The activity with respect to the University’s current and noncurrent debt, including the revenue bonds associated with
blended component units, for the years ended June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
UNIVERSITY
REVENUE BONDS

CAPITAL LEASE
OBLIGATIONS

OTHER UNIVERSITY
BORROWINGS

BLENDED COMPONENT
UNIT REVENUE BONDS

TOTAL

Year Ended June 30, 2010

Current portion at June 30, 2009
Reclassiﬁcation from noncurrent
Reﬁnancing or prepayment of outstanding debt
Scheduled principal payments
Amortization of bond premium
Amortization of deferred ﬁnancing costs
Current portion at June 30, 2010

$ 197,415
303,768

$ 140,541
169,207

(191,814)
(15,341)
8,454
$ 302,482

(146,490)

$ 128,042
200,169
(167,318)
(40,475)

$ 163,258

$120,418

Noncurrent portion at June 30, 2009
New obligations
Bond premium
Reclassiﬁed to current
Noncurrent portion at June 30, 2010

$ 7,158,092
1,932,296
31,227
(303,768)
$ 8,817,847

$ 2,234,367
329,887

$ 134,946
196,911

(169,207)
$ 2,395,047

(200,169)
$131,688

Current portion at June 30, 2008
Reclassiﬁcation from noncurrent
Reﬁnancing or prepayment of outstanding debt
Scheduled principal payments
Amortization of bond premium
Amortization of deferred ﬁnancing costs
Current portion at June 30, 2009

$ 181,610
257,899
(60,885)
(176,070)
(13,393)
8,254
$ 197,415

$ 143,758
146,767

Noncurrent portion at June 30, 2008
New obligations
Bond premium
Deferred ﬁnancing costs
Reclassiﬁed to current
Noncurrent portion at June 30, 2009

$ 6,626,824
794,220
21,916
(26,969)
(257,899)
$ 7,158,092

$

907
1,477

$

(1,090)
(117)
263
$ 1,440

466,905
674,621
(167,318)
(379,869)
(15,458)
8,717
$ 587,598

$ 329,635
269,670
4,922
(1,477)
$ 602,750

$ 9,857,040
2,728,764
36,149
(674,621)
$11,947,332

$

$

(149,984)

$ 220,430
93,125
(149,265)
(36,248)

$ 140,541

$128,042

$

$ 2,098,791
282,343

$ 93,719
134,352

$ 109,187
220,915
440

(146,767)
$ 2,234,367

(93,125)
$134,946

(907)
$ 329,635

Year Ended June 30, 2009

663
907
(846)
(80)
263
907

546,461
498,698
(210,150)
(363,148)
(13,473)
8,517
$ 466,905

$ 8,928,521
1,431,830
22,356
(26,969)
(498,698)
$ 9,857,040

Commercial Paper
The University has available a $2.0 billion commercial paper program, issued in two series, with tax-exempt and taxable
components. The first series of up to $1.5 billion, consisting of both tax-exempt and taxable components, may be issued
for interim financing for capital projects, interim financing of equipment, financing of working capital for the medical
centers and other working capital needs. The second series of up to $500 million of taxable commercial paper may be
issued for standby or interim financing for gift financed projects.
The program’s liquidity is supported by available investments in STIP and TRIP. Commercial paper is collateralized
by a pledge of the revenues derived from the ownership or operation of the projects financed and constitute limited
obligations of the University. There is no encumbrance, mortgage or other pledge of property securing commercial paper
and the paper does not constitute general obligations of the University.
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Commercial paper outstanding, including interest rates, at June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
2010

Tax-exempt
Taxable
Total outstanding

2009

INTEREST RATES

OUTSTANDING

INTEREST RATES

OUTSTANDING

0.3–0.3%
0.2–0.5%

$ 71,300
336,510

0.2–0.5%
0.3–0.4%

$ 488,995
176,530

$ 407,810

$ 665,525

The expectation is that the University will continue to utilize available investments for liquidity support for the
commercial paper program. Alternatively, the University may utilize a line of credit from an external bank. In April 2010,
the University entered into a $250 million revolving credit agreement with a major financial institution for the purpose
of providing additional liquidity support for the commercial paper program.

University of California Revenue Bonds
Revenue bonds have financed various auxiliary, administrative, academic, medical center and research facilities of the
University. They generally have annual principal and semiannual interest payments, serial and term maturities, contain
sinking fund requirements and may have optional redemption provisions. Revenue bonds are not collateralized by any
encumbrance, mortgage, or other pledge of property, except pledged revenues, and do not constitute general obligations
of The Regents. Revenue bond indentures require the University to use the facilities in a way which will not cause the
interest on the tax-exempt bonds to be included in the gross income of the bondholders for federal tax purposes.
General Revenue Bonds are collateralized solely by General Revenues as defined in the Indenture. General Revenues are
certain operating and nonoperating revenues of the University consisting of gross student tuition and fees; facilities and
administrative cost recovery from contracts and grants; revenues from educational, auxiliary and other activities; and
other revenues, including unrestricted investment income. The General Revenue Bond indenture requires the University
to set rates, charges and fees each year sufficient for General Revenues to pay for the annual principal and interest on the
bonds and certain other financial covenants. General Revenues for the years ended June 30, 2010 and 2009 were $7.7
billion and $7.1 billion, respectively.
Limited Project Revenue Bonds are issued to finance auxiliary enterprises and are collateralized by a pledge consisting of
the sum of the gross revenues of the specific projects. The indenture requires the University to achieve the sum of gross
project revenues equal to 1.1 times debt service and maintain certain other financial covenants. Pledged revenues for the
years ended June 30, 2010 and 2009 were $352.9 million and $349.6 million, respectively.
Multiple Purpose Projects Revenue Bonds are collateralized by a pledge of the net revenues generated by the enterprises.
The Multiple Purpose Projects Revenue Bond indentures require the University to achieve net revenues after expenses
and requirements for senior lien indentures equal to 1.25 times debt service and maintain certain other financial
covenants. Pledged revenues for the years ended June 30, 2010 and 2009 were $465.8 million and $471.8 million,
respectively.
Medical Center Pooled Revenue Bonds are issued to finance the University’s medical center facilities and are
collateralized by a joint and several pledge of the gross revenues of all five of the University’s medical centers. Medical
center gross revenues are excluded from General Revenues. The Medical Center Pooled Revenue Bond indenture
requires the medical centers to set rates, charges and fees each year sufficient for the medical center gross revenues to pay
for the annual principal and interest on the bonds and certain other financial covenants. Gross revenues of the medical
centers for the years ended June 30, 2010 and 2009 were $5.9 billion and $5.6 billion, respectively.
Medical Center Revenue Bonds have also financed certain facilities of the University’s five medical centers and are
collateralized by a pledge of the specific gross revenues associated with each medical center. The Medical Center Revenue
Bond indentures require each medical center to achieve debt service coverage of 1.1 times to 1.2 times (depending on the
indenture), set limitations on encumbrances, indebtedness, disposition of assets and transfer services, as well as maintain
certain other financial covenants.
The pledge of revenues under Limited Project Revenue Bonds is subordinate to the pledge of revenues associated with
General Revenue Bonds, but senior to pledges under Multiple Purpose Projects Revenue Bonds, commercial paper
agreements or bank loans. The pledge of net revenues associated with projects financed with Multiple Purpose Projects
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Revenue Bonds is subordinate to General Revenue Bonds and Limited Project Revenue Bonds, but senior to pledges
under commercial paper agreements or bank loans.
Medical Center gross revenues are not pledged for any purpose other than under the indentures for the Medical Center
Pooled Revenue Bonds, interest rate swap agreements and specific Medical Center Revenue Bonds. The pledge of
medical center revenues under Medical Center Pooled Revenue Bonds is subordinate to the specific Medical Center
Revenue Bonds. The pledge of medical center revenues for interest rate swap agreements may be at parity with or
subordinate to specific Medical Center Revenue Bonds and Medical Center Pooled Revenue Bonds.
All indentures permit the University to issue additional bonds as long as certain conditions are met.

2010 Activity
In August 2009, General Revenue Bonds totaling $1.3 billion, including $1.0 billion of taxable “Build America Bonds”
and $300.6 million of tax-exempt bonds, were issued to finance and refinance certain facilities and projects of the
University. Proceeds, including a bond premium of $20.0 million, were used to pay for project construction and issuance
costs and repay interim financing incurred prior to the issuance of the bonds, including commercial paper of $397.9
million. The bonds mature at various dates through 2043. The taxable bonds have a stated weighted average interest rate
of 5.9 percent and a net weighted average interest rate of 3.8 percent after the expected cash subsidy payment from the
United States Treasury equal to 35.0 percent of the interest payable on the taxable bonds. The tax-exempt bonds have a
weighted average interest rate of 5.1 percent. The deferred premium will be amortized as a reduction to interest expense
over the term of the bonds.
In December 2009, Medical Center Pooled Revenue Bonds totaling $523.9 million, including $429.1 million of taxable
“Build America Bonds” and $94.8 million of tax-exempt bonds, were issued to finance and refinance certain facilities
and projects of the medical centers. Proceeds, including a bond premium of $4.1 million, were used to pay for project
construction and issuance costs and repay interim financing incurred prior to the issuance of the bonds, including
commercial paper of $161.0 million. The bonds mature at various dates through 2049. The taxable bonds have a stated
weighted average interest rate of 6.6 percent and a net weighted average interest rate of 4.3 percent after the expected
cash subsidy payment from the United States Treasury equal to 35.0 percent of the interest payable on the taxable bonds.
The tax-exempt bonds have a weighted average interest rate of 4.9 percent. The deferred premium will be amortized as a
reduction to interest expense over the term of the bonds.
In April 2010, General Revenue Bonds totaling $85.5 million, including $75.4 million of tax-exempt bonds and $10.1
million of taxable bonds, were issued to finance and refinance certain facilities and projects of the University. Proceeds,
including a bond premium of $7.1 million, were used to pay for project construction and issuance costs and repay
interim financing incurred prior to the issuance of the bonds, including commercial paper of $24.5 million. The bonds
mature at various dates through 2040. The tax-exempt bonds have a weighted average interest rate of 4.9 percent and
the taxable bonds have a weighted average interest rate of 5.8 percent. The deferred premium will be amortized as a
reduction to interest expense over the term of the bonds.

Subsequent Events
In July 2010, General Revenue Bonds totaling $144.0 million were issued to refinance certain facilities and projects of the
University. Proceeds, including a bond premium of $17.2 million, were also used to refund $58.3 million of outstanding
Multiple Purpose Projects Revenue Bonds and $87.7 million of General Revenue Bonds. The bonds mature at various
dates through 2024 and have a weighted average interest rate of 4.9 percent. The deferred premium will be amortized as a
reduction to interest expense over the term of the bonds.
In September 2010, Limited Project Revenue Bonds totaling $681.8 million, including $486.1 million of taxable
“Build America Bonds” and $195.7 million of tax-exempt bonds, were issued to finance and refinance certain facilities
and projects of the University. Proceeds, including a bond premium of $22.9 million, were used to pay for project
construction and issuance costs and repay interim financing incurred prior to the issuance of the bonds, including
commercial paper of $18.2 million. The bonds mature at various dates through 2050. The taxable bonds have a stated
weighted average interest rate of 6.0 percent and a net weighted average interest rate of 3.9 percent after the expected
cash subsidy payment from the United States Treasury equal to 35.0 percent of the interest payable on the taxable bonds.
The tax-exempt bonds have a weighted average interest rate of 4.5 percent. The deferred premium will be amortized as a
reduction to interest expense over the term of the bonds.
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2009 Activity
In March 2009, General Revenue Bonds totaling $794.2 million were issued to finance and refinance certain facilities
and projects of the University. Proceeds, including a bond premium of $21.9 million, were used to pay for project
construction and issuance costs and repay interim financing incurred prior to the issuance of the bonds, including
commercial paper of $474.3 million. Proceeds were also used to refund $45.8 million of outstanding Multiple Purpose
Projects Revenue Bonds, $15.1 million of Research Facilities Revenue Bonds and $1.3 million of certificates of
participation. The bonds mature at various dates through 2039 and have a weighted average interest rate of 5.2 percent.
The deferred premium will be amortized as a reduction to interest expense over the term of the bonds. The refunding
resulted in deferred financing costs of $1.6 million that will be amortized as interest expense over the remaining life of
the refunded bonds. Aggregate debt service payments were decreased by $308 thousand over the term of the bonds and
the University was able to obtain an economic gain of $2.1 million.
Capital Leases
The University has entered into lease-purchase agreements with the state of California that are recorded as capital leases.
The state sells lease revenue bonds to finance construction of certain state-owned buildings to be used by the University.
During the construction phase, the University acts as agent for the state. Bond proceeds remain on deposit with the state,
as trustee, until the University is reimbursed as the project is constructed.
Upon completion, the buildings and equipment are leased to the University under terms and amounts that are sufficient
to satisfy the state’s lease revenue bond requirements with the understanding that the state will provide financing
appropriations to the University to satisfy the annual lease requirements. At the conclusion of the lease term, ownership
transfers to the University.
The University entered into lease-purchase agreements with the state totaling $271.1 million and $206.8 million during
the years ended June 30, 2010 and 2009, respectively, to finance the construction of various University projects.
The state of California financing appropriation to the University under the terms of the lease-purchase agreements,
recorded as nonoperating revenue, for the years ended June 30, 2010 and 2009 was $141.8 million and $156.6 million,
respectively. The scheduled principal and interest, including accrued interest, reported in the University’s financial
statements for the years ended June 30, 2010 and 2009 contain amounts related to these lease-purchase agreements with
the state of California as follows:
(in thousands of dollars)

Capital lease principal
Capital lease interest
Total

2010

2009

$ 93,275
110,728
$ 204,003

$ 96,658
106,166
$ 202,824

Capital leases entered into with other lessors, typically for equipment, totaled $58.8 million and $76.2 million for the
years ended June 30, 2010 and 2009, respectively.

Other University Borrowings
Other University borrowings consist of contractual obligations resulting from the acquisition of land or buildings and
the construction and renovation of certain facilities, along with the borrowing component associated with a hybrid
derivative instrument.
The University may use uncollateralized bank lines of credit with commercial banks to supplement commercial paper
and to provide interim financing for buildings and equipment. Line of credit commitments, with various expiration dates
through September 1, 2012, totaled $503.8 million at June 30, 2010. Outstanding borrowings under these bank lines
totaled $105.1 million and $118.0 million at June 30, 2010 and 2009, respectively.
Certain of the interest rate swaps are hybrid instruments under Statement No. 53. As such, the interest rate swaps are
comprised of a derivative instrument and a companion instrument recorded as a borrowing. The unamortized amount of
the borrowing was $30.6 million and $31.0 million at June 30, 2010 and 2009, respectively.
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Blended Component Unit Revenue Bonds
Student Housing
The University has entered into ground leases with a legally separate, non-profit corporation that develops and owns
student housing projects and related amenities and improvements on a University campus through the use of a singleproject limited liability corporation (LLC). The LLC manages the premises. The University’s reversionary interest in the
land is not subordinated. All costs associated with the ownership, operation and management of the improvements are
the obligation of the LLC. Student rental rates are established in order to provide for operating expenses and maintain
the required debt service coverage ratios. The University is not responsible for any payments related to the ownership,
operation or financing of the student housing. However, under GASB requirements, the financial position and operating
results of this legally separate organization are incorporated into the University’s financial reporting entity.
The LLC, through its conduit issuer, issued Student Housing LLC Revenue Bonds to finance the construction of the
student housing facility. The bonds generally have annual principal and semiannual interest payments, serial and term
maturities, certain sinking fund requirements and optional redemption provisions. They are not collateralized by any
encumbrance, mortgage or other pledge of property, except pledged revenues of the student housing project, and do not
constitute general obligations of The Regents.
In July 2008, the LLC, through its conduit issuer, issued additional Student Housing LLC Revenue Bonds totaling $220.9
million. Proceeds, including a bond premium of $500 thousand, are available to finance the construction of a new
student housing project and related amenities and improvements. The bonds mature at various dates through 2040 and
have a weighted average interest rate of 5.9 percent.

Research Facilities
The University and a legally separate, non-profit corporation created a public/private partnership for the purpose of
developing, constructing and managing a neuroscience research laboratory building. The University entered into a
ground lease with the corporation. The corporation has entered into a sub-ground lease with a developer to construct,
own and manage the building. The University agreed to lease all of the space in the building from the developer. The
University’s base rent payments are equal to the principal and interest payments on the bonds issued by the corporation
to finance the construction of the building. As security on the bonds, the developer has assigned all payments received
from the University for the space lease to the bond trustee.
All of the board members of the non-profit corporation are appointed by the University and the University has the
authority to determine the budget for the corporation. Under GASB requirements, the financial position and operating
results of this legally separate organization are incorporated into the University’s financial reporting entity.
In March 2010, the corporation, through a conduit issuer, issued tax-exempt revenue bonds totaling $19.7 million
par and taxable revenue bonds totaling $188.0 million par. Proceeds, including a bond premium of $1.8 million, are
principally to finance the construction of the research building. The tax-exempt revenue bonds mature at various dates
from between 2021 through 2025 and have a weighted average interest rate of 5.0 percent. They generally have annual
serial maturities, semi-annual interest payments and optional redemption provisions. The taxable bonds mature in 2049
and have an interest rate of 6.5 percent. The taxable bonds were issued as Build America Bonds, under which the U.S.
Treasury is expected to send the non-profit corporation 35.0 percent of the semi-annual interest cost on the taxable
bonds, making the net interest rate 4.2 percent post-subsidy. The bonds have a term maturity with various certain annual
sinking fund requirements, semi-annual interest payments and optional redemption provisions.
In addition, the University has entered into a ground lease with a legally separate, non-profit corporation (the
Consortium). The Consortium entered into an agreement with the developer to develop and own a research laboratory
facility designed to expand collaborative work in stem cell research and facilitate its translation into tools and techniques
to diagnose and treat degenerative diseases and other ailments. The developer is responsible for designing and
constructing the research laboratory facility. All costs associated with the ownership, operation and management of
the laboratory research facility are the obligation of the Consortium. The University, along with the other collaborative
research partners, will lease space in the building. Under GASB requirements, the financial position and operating results
of this legally separate organization are incorporated into the University’s financial reporting entity.
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In May 2010, the Consortium, through its conduit issuer, issued revenue bonds totaling $62.0 million. Proceeds,
including a bond premium of $3.1 million, are available to finance the construction of the research laboratory facility.
The bonds mature at various dates through 2040 and have a weighted average interest rate of 5.0 percent. The bonds
generally have annual principal and semiannual interest payments, serial and term maturities, certain sinking fund
requirements and optional redemption provisions. Lease payments from the occupants of the building are pledged
as collateral on the bonds. To the extent the lease payments are not sufficient to pay the debt service, the University is
obligated to pay the shortfall.

Future Debt Service and Hedging Derivative Interest Rate Swaps
Future debt service payments for the University’s fixed and variable rate debt and net receipts or payments on associated
hedging derivative instruments for each of the five fiscal years subsequent to June 30, 2010 and thereafter are as presented
below. Although not a prediction by the University of the future interest cost of the variable rate bonds or the impact of
the hedging derivative interest rate swaps, these amounts assume that current interest rates on variable rate bonds and
the current reference rates of the hedging derivative interest rate swaps will remain the same. As these rates vary, variable
rate bond interest payments and net hedging derivative interest rate swap payments will vary.
(in thousands of dollars)
CAPITAL LEASES
COMMERCIAL
PAPER

UNIVERSITY
REVENUE BONDS

STATE

OTHER

OTHER
UNIVERSITY
BORROWINGS

BLENDED
COMPONENT UNIT
REVENUE BONDS

TOTAL
PAYMENTS

PRINCIPAL

INTEREST

Year Ending June 30

2011
2012
2013
2014
2015
2016–2020
2021–2025
2026–2030
2031–2035
2036–2040
2041–2045
2046–2047
Total future
debt service
Less: Interest
component of
future payments
Principal
portion of
future payments
Adjusted by:
Unamortized deferred
ﬁnancing costs
Unamortized
bond premium
Total debt

$ 407,906

$

664,049
683,907
682,021
680,095
670,920
3,197,360
3,024,298
2,649,765
2,340,676
1,606,664
483,833

$ 213,775
216,647
221,276
222,407
220,413
955,157
769,173
597,681
257,972

$ 72,917
52,289
40,653
71,363
12,744
9,403

174,490

$ 125,421
48,710
26,248
17,242
10,153
12,543
4,715
5,154
5,297
5,073
3,429

$

37,657
39,589
38,834
39,528
40,224
205,879
224,060
223,620
220,477
201,519
71,507

466

53,053

$ 1,521,725 $ 903,696 $ 618,029
1,041,142
440,618
600,524
1,009,032
427,077
581,955
1,030,635
469,337
561,298
954,454
414,068
540,386
4,380,342
1,964,122
2,416,220
4,022,246
2,111,575
1,910,671
3,476,220
2,086,329
1,389,891
2,824,422
1,959,882
864,540
1,813,256
1,420,278
392,978
558,769
435,049
123,720
228,009

407,906

16,858,078

3,674,501

259,369

264,451

1,395,947

(96 )

(7,844,093 )

(1,350,851 )

(24,714 )

(12,345 )

(794,207 )

(10,026,306 )

407,810

9,013,985

2,323,650

234,655

252,106

601,740

12,833,946

(5,102 )

(104,758 )

(99,656 )
206,000
$ 407,810

$ 9,120,329

$ 2,323,650

$ 234,655

$ 252,106

201,915

26,094

22,860,252 $12,833,946 $10,026,306

7,552

213,552

$ 604,190

$ 12,942,740

Long-term debt does not include $744.4 million and $1.1 billion of defeased liabilities at June 30, 2010 and 2009,
respectively. Investments that have maturities and interest rates sufficient to fund retirement of these liabilities are being
held in irrevocable trusts for the debt service payments. Neither the assets of the trusts nor the outstanding obligations
are included in the University’s statement of net assets.
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Medical Center Pooled Revenue bonds of $88.6 million are variable rate demand notes which give the debt holders
the ability to tender the bonds back to the University upon demand. The University has entered into a bank standby
bond purchase agreement to provide funds for the purchase of the bonds that have been tendered and not remarketed.
The standby bond purchase agreement is scheduled to terminate on January 28, 2011. The University is required to
repurchase any bonds held by the bank on the anniversary date following the purchase (unless the bonds have been
resold by the bank) or the termination date of the agreement, whichever is earlier. The University has classified these
bonds as current liabilities.
As rates vary, variable-rate bond interest payments and net swap payments will vary. Although not a prediction by the
University of the future interest cost of the variable rate bonds or the impact of the interest rate swaps, using rates as of
June 30, 2010, combined debt service requirements of the variable-rate debt and net swap payments are as follows:
(in thousands of dollars)
VARIABLE-RATE BONDS
PRINCIPAL

INTEREST

2,695
2,800
2,895
3,000
3,110
17,350
31,295
45,855
37,565
37,040
64,510
30,270
$ 278,385

$ 2,025
2,022
2,018
2,015
2,012
10,000
9,800
8,925
7,723
6,300
3,769
495
$ 57,104

INTEREST RATE
SWAP, NET

TOTAL
PAYMENTS

Year Ending June 30

2011
2012
2013
2014
2015
2016–2020
2021–2025
2026–2030
2031–2035
2036–2040
2041–2045
2046–2047
Total

$

$

9,514
9,436
9,354
9,269
9,182
44,482
41,385
35,112
27,580
21,815
12,838
1,674
$ 231,641

$ 14,234
14,258
14,267
14,284
14,304
71,832
82,480
89,892
72,868
65,155
81,117
32,439
$567,130
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13. THE UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM (UCRS)
Most University employees participate in UCRS. UCRS consists of the University of California Retirement Plan, a
single employer, defined benefit plan funded with University and employee contributions; the University of California
Retirement Savings Program that includes four defined contribution plans with options to participate in internally and
externally managed investment portfolios generally funded with employee non-elective and elective contributions; and
the California Public Employees’ Retirement System (PERS) Voluntary Early Retirement Incentive Program (PERS–
VERIP), a defined benefit plan for University employees who were members of PERS who elected early retirement. The
Regents has the authority to establish and amend the benefit plans.
Condensed financial information related to each plan in UCRS for the years ended June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
RETIREMENT PLAN
2010

UNIVERSITY OF CALIFORNIA
RETIREMENT SAVINGS PROGRAM

2009

2010

2009

UNIVERSITY OF CALIFORNIA
PERS–VOLUNTARY EARLY
RETIREMENT INCENTIVE PLAN
2010

2009

TOTAL
2010

2009

CONDENSED STATEMENT OF PLANS’ FIDUCIARY NET ASSETS
Investments at fair value
Participants’ interest in
mutual funds
Investment of cash collateral
Other assets

$ 35,140,000

$ 32,709,694

$ 10,654,869

$ 9,585,015

$ 60,821

$ 58,014

$ 45,855,690

$ 42,352,723

6,363,777
292,511

6,596,311
818,983

3,461,615
3,737,426
156,907

2,923,695
3,742,295
143,069

10,985
135

11,679
1,260

3,461,615
10,112,188
449,553

2,923,695
10,350,285
963,312

41,796,288
6,366,677
855,157

40,124,988
6,619,824
1,246,622

18,010,817
3,739,129
219,157

16,394,074
3,755,636
155,387

71,941
10,989
1,528

70,953
11,721
2,291

59,879,046
10,116,795
1,075,842

56,590,015
10,387,181
1,404,300

Total assets
Collateral held for securities lending
Other liabilities
Total liabilities
Net assets held in trust

7,221,834

7,866,446

3,958,286

3,911,023

12,517

14,012

11,192,637

11,791,481

$ 34,574,454

$ 32,258,542

$14,052,531

$12,483,051

$ 59,424

$ 56,941

$ 48,686,409

$ 44,798,534

$ 1,106,774

$

CONDENSED STATEMENT OF CHANGES IN PLANS’ FIDUCIARY NET ASSETS
Contributions
Net appreciation (depreciation) in
fair value of investments
Investment and other income, net

$

171,820

$

1,754

$

934,954

$

927,230

928,984

3,311,080
843,217

(9,022,624 )
1,117,720

926,845
347,784

(2,285,781 )
392,415

$ 5,895
1,468

$ (16,364 )
1,966

4,243,820
1,192,469

(11,324,769 )
1,512,101

Total additions (reductions)
Beneﬁt payment and
participant withdrawals
Plan expense

4,326,117

(7,903,150)

2,209,583

(966,136)

7,363

(14,398)

6,543,063

(8,883,684)

1,977,550
32,655

1,829,017
32,453

634,896
5,207

630,889
3,968

4,873
7

4,988
9

2,617,319
37,869

2,464,894
36,430

Total deductions
Increase (decrease) in net
assets held in trust

2,010,205

1,861,470

640,103

634,857

4,880

4,997

2,655,188

2,501,324

2,315,912

(9,764,620)

1,569,480

(1,600,993)

2,483

(19,395)

3,887,875

(11,385,008)

32,258,542

42,023,162

12,483,051

14,084,044

56,941

76,336

44,798,534

56,183,542

$ 34,574,454

$ 32,258,542

$14,052,531

$12,483,051

$ 59,424

$ 56,941

$ 48,686,409

$ 44,798,534

Net assets held in trust
Beginning of year
End of year

Additional information on the retirement plans can be obtained from the 2009-2010 annual reports of the University of
California Retirement Plan, the University of California Retirement Savings Program and the University of California
PERS–VERIP.
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University of California Retirement Plan
The University of California Retirement Plan (UCRP) provides lifetime retirement income, disability protection, death
benefits and pre-retirement survivor benefits to eligible employees of the University of California and its affiliates.
Membership in the retirement plan is required for all employees appointed to work at least 50 percent time for an
indefinite period or for a definite period of a year or more. An employee may also become eligible by completing 1,000
hours of service within a 12-month period. Generally, five years of service are required for entitlement to plan benefits.
The amount of the pension benefit is determined by salary rate, age and years of service credit with certain cost of living
adjustments. The maximum monthly benefit is 100 percent of the employee’s highest average compensation over a
consecutive 36-month period, subject to certain limits imposed under the Internal Revenue Code.
The University’s membership in UCRP consisted of the following at July 1, 2009, the date of the latest actuarial valuation:
CAMPUSES AND
MEDICAL CENTERS

Retirees and beneﬁciaries receiving beneﬁts
Inactive members entitled to, but not yet receiving beneﬁts
Active members:
Vested
Nonvested
Total active members
Total membership

DOE NATIONAL
LABORATORIES

UNIVERSITY OF
CALIFORNIA

39,116
41,081

12,415
13,718

51,531
54,799

63,992
49,142
113,134

1,696
692
2,388

65,688
49,834
115,522

193,331

28,521

221,852

Contribution Policy
The Regents contribution funding policy is based on a percentage of payroll using the entry age normal actuarial cost
method. In July 2008, The Regents approved a policy that determines a total funding policy contributions based on
the normal cost adjusted by the amortization of any surplus or deficit, with contributions starting for the Plan Year
beginning July 1, 2009. The Regents determine each year the actual total contributions and the split between employee
and the employer contributions based on the total funding policy contributions and various other factors. The total
funding policy contributions for the campuses and medical centers is based on a fifteen-year amortization period for the
deficits as of July 1, 2009.
The total funding policy contribution rates as of July 1, 2009 are based on all of the Plan data, the actuarial assumptions,
and the Plan provisions adopted at the time of preparation of the actuarial valuation. They include all changes affecting
future costs, adopted benefit changes, actuarial gains and losses, and changes in the actuarial assumptions. Employee
contributions by represented employees are subject to collective bargaining agreements. University and employee
contributions were $148.3 million and $23.3 million, respectively, during the year ended June 30, 2010. For the year
ended June 30, 2009, there were no required University or employee contributions other than for service credit buybacks.
LBNL is required to make employer and employee contributions in conformity with The Regents’ contribution policy. In
addition, under certain circumstances the University makes contributions to UCRP in behalf of LANL and LLNL retirees
based upon a contractual arrangement with the DOE designed to maintain the 100 percent funded status of the LANL
and LLNL segments within UCRP, and is reimbursed by the DOE.
Employee contributions to UCRP are accounted for separately and currently accrue interest at 6.0 percent annually.
Upon termination, members may elect a refund of their contributions plus accumulated interest; vested terminated
members who are eligible to retire may also elect monthly retirement income or a lump sum equal to the present value of
their accrued benefits.
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UCRP Beneﬁts and Obligation to UCRP
The University’s annual UCRP benefit expense is independently calculated for the campuses and medical centers and
the DOE laboratories based upon the actuarially determined annual required contributions. The annual required
contribution represents the level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year
and amortize unfunded actuarial liabilities or surplus over a period of up to 30 years.
The University’s annual UCRP benefit expense for the year and related information for the years ended June 30, 2010 and
2009, segregated between the University and the DOE responsibility, is as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

2010

DOE NATIONAL
LABORATORIES

2009

2010

UNIVERSITY OF CALIFORNIA

2009

2010

2009

Actuarial valuation date

July 1, 2009

July 1, 2008

July 1, 2009

July 1, 2008

July 1, 2009

July 1, 2008

Annual required contribution
Interest on obligation to UCRP
Adjustment to annual required contribution
Annual UCRP cost
University contributions to UCRP
Increase in obligation to UCRP
Obligation to UCRP
Beginning of year
End of year

$ 1,600,164
5,152
(7,782)
1,597,534
(64,833)
1,532,701

$ 69,138

$ 89,845

$ 12

$ 69,150

69,138
(442)
68,696

89,845
(83,421)
6,424

12
(12)
-

$ 1,690,009
5,152
(7,782)
1,687,379
(148,254)
1,539,125

68,696
$1,601,397

$ 68,696

$ 6,424

$ -

68,696
$1,607,821

$ 68,696

University contribution reimbursable
from the DOE

$ 83,421

$ 12

$

83,421

$

DOE receivable for obligation to UCRP:
Current
Noncurrent
Total

$ 81,231
6,424
$ 87,655

$

81,231
6,424
87,655

$

69,150
(454)
68,696

12

The annual UCRP benefit cost, percentage of the annual UCRP benefit cost contributed to UCRP, and the net obligation
to UCRP for the University for the year ended June 30, 2010 and the preceding years are as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

Annual UCRP beneﬁt cost:
June 30, 2010
June 30, 2009
June 30, 2008
Percentage of annual cost contributed:
June 30, 2010
June 30, 2009
June 30, 2008
Net obligation to UCRP:
June 30, 2010
June 30, 2009
June 30, 2008
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DOE NATIONAL
LABORATORIES

UNIVERSITY
OF CALIFORNIA

$1,597,534
69,138
2,622

$ 89,845
12
11

$1,687,379
69,150
2,633

4.1%
0.6
100.0

92.9%
100.0
100.0

8.8%
0.7
100.0

$1,601,397
68,696
-

$ 6,424
-

$1,607,821
68,696
-

Funded Status
Actuarial valuations represent a long-term perspective and involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. The projection of benefits does not
explicitly incorporate the potential effects of the results of collective bargaining discussions on the contribution rate.
Actuarially determined amounts are subject to periodic revisions as actual results are compared with past expectations
and new estimates are made about the future.
All assets of UCRP are available to pay any member’s benefit. However, assets and liabilities for the campus and medical
center segment of UCRP are internally tracked separately from the DOE national laboratory segments of UCRP.
The funded status of UCRP as of July 1, 2009 was as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

DOE NATIONAL
LABORATORIES

UNIVERSITY OF
CALIFORNIA

Actuarial value of plan assets
Actuarial accrued liability
Unfunded actuarial accrued liability

$ 34,835,572
(36,758,962)
$ (1,923,390)

$ 7,849,992
(8,282,104)
$ (432,112)

$ 42,685,564
(45,041,066)
$ (2,355,502)

Funded ratio
Covered payroll
Unfunded actuarial accrued liability as a percentage of covered payroll

94.8%
$ 7,637,064
(25.2%)

94.8%
$ 216,355
(199.7%)

94.8%
$ 7,853,419
(30.0%)

The schedule of funding progress, presented as required supplementary information following the notes to the financial
statements, includes multi-year trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions
Projections of benefits for financial reporting purposes are based upon the plan as understood by the University and
plan members, and include the types of benefits provided at the time of each valuation and the historical cost pattern of
sharing of benefit costs between the University and plan members to that point. The actuarial methods and assumptions
used included techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.
Significant actuarial methods and assumptions used in the valuation were:
•

assumed return on investment of 7.5 percent per year;

•

projected salary increases ranging from 4.35–7.0 percent per year;

•

projected inflation at 3.5 percent;

•

Entry Age Normal actuarial cost method;

•

future life expectancy based upon recent group mortality experience; and

•

assumed retirement ages, employee turnover and disability rates based on actual plan experience
and future expectations for campuses, medical centers and LBNL.

The actuarial value of assets was determined by smoothing the effect of short-term volatility in the fair value of
investments over a five-year period. The amortization period for the excess of actuarial accrued liability over the actuarial
value of assets at July 1, 2009, for campuses and medical centers, the DOE national laboratories and total UCRP was 15
years for each.
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University of California Retirement Savings Program
The University of California Retirement Savings Program includes four defined contribution plans providing retirement
savings incentives that are generally available to all University employees. Participants’ interests in the plans are fully
and immediately vested and are distributable at retirement, termination of employment or death. Participants may also
elect to defer distribution of the account until age 70 ½ or separation from service after age 70 ½, whichever is later, in
accordance with Internal Revenue Code minimum distribution requirements. The plans also accept qualified rollover
contributions.
Deﬁned Contribution Plans
The Defined Contribution Plan (DC Plan) accepts both after-tax and pretax employee contributions that are fully vested.
Pretax contributions are mandatory for all employees who are members of UCRP, as well as Safe Harbor participants—
part-time, seasonal and temporary employees who are not covered by Social Security. For UCRP members, monthly
employee contributions range from approximately 2.0 percent to 4.0 percent of covered wages depending upon whether
wages are below or above the Social Security wage base. For Safe Harbor participants, monthly employee contributions
are 7.5 percent of covered wages.
The University has a provision for matching employer and employee contributions to the DC Plan for certain summer
session teaching or research compensation for eligible academic employees. The University may also make contributions
in behalf of certain members of management. Employer contributions to the DC Plan were $5.3 million and $5.3 million
for the years ended June 30, 2010 and 2009, respectively.
The University established a Supplemental Defined Contribution Plan (SDC Plan) on January 1, 2009 to accept employer
contributions in behalf of certain designated employees. Employer contributions are fully vested and there is no
provision for employee contributions. Employer contributions to the SDC Plan were $47.6 thousand and $42.4 thousand
for the years ended June 30, 2010 and 2009, respectively.

Tax Deferred 403(b) Plan
The University’s Tax Deferred 403(b) Plan (403(b) Plan) accepts pretax employee contributions. The University may also
make contributions in behalf of certain members of management. Employer contributions to the 403(b) Plan were $2.0
million and $2.2 million for the years ended June 30, 2010 and 2009, respectively.
457(b) Deferred Compensation Plan
The University’s 457(b) Deferred Compensation Plan (457(b) Plan) accepts pretax employee contributions. The
University may also make contributions in behalf of certain members of management. There were no employer
contributions to the 457(b) Plan for the years ended June 30, 2010 and 2009.
Participants in the DC Plan, the SDC Plan, the 403(b) Plan and the 457(b) Plan may direct their elective and nonelective
contributions to investment funds managed by the Chief Investment Officer. They may also invest account balances in
certain mutual funds. The participants’ interest in mutual funds is shown separately in the statement of plans’ fiduciary
net assets.

University of California PERS–VERIP
The University of California PERS–VERIP is a defined benefit pension plan providing lifetime supplemental retirement
income and survivor benefits to UC–PERS members who elected early retirement under provisions of the plan.
The University contributed to PERS in behalf of these UC–PERS members. At July 1, 2009 there are 718 retirees or
beneficiaries receiving benefits under this voluntary early retirement program.
The University and the DOE laboratories previously made contributions to the plan sufficient to maintain the promised
benefits. The annual required contribution, net obligation to PERS–VERIP and any changes or adjustments to that
obligation are all zero for the years ending June 30, 2010, 2009 and 2008.
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14. RETIREE HEALTH BENEFIT COSTS AND OBLIGATIONS
The University administers single-employer health and welfare plans to provide health and welfare benefits, primarily
medical, dental and vision, to eligible retirees and their eligible family members (retirees) of the University of California
and its affiliates. The Regents has the authority to establish and amend the plans. Additional information can be obtained
from the 2009–2010 annual report of the University of California Health and Welfare Program.
Membership in UCRP is required to become eligible for retiree health benefits. Participation in the retiree health benefit
plans consisted of the following at July 1, 2009, the date of the latest actuarial valuation:

Retirees who are currently receiving beneﬁts
Employees who may receive beneﬁts at retirement
Total membership

CAMPUSES AND
MEDICAL CENTERS

LBNL

UNIVERSITY OF
CALIFORNIA

32,278
114,310
146,588

1,676
2,800
4,476

33,954
117,110
151,064

Contribution Policy
The contribution requirements of the University and eligible retirees are established and may be amended by the
University. The contribution requirements are based upon projected pay-as-you-go financing. University and retiree
contributions toward premiums made under purchased plan arrangements are determined by applying the health
plan contract rates across the number of participants in the respective plans. Premium rates for the self-insured plan
contributions are set by the University based upon a trend analysis of the historic cost, utilization, demographics and
administrative expenses to provide for the claims incurred and the actuarially determined level of incurred but not
reported liability.
Contributions toward medical and dental benefits are shared between the University and the retiree. Contributions
toward wellness benefits are made by the University. The University does not contribute toward the cost of other benefits
available to retirees. Retirees employed by the University prior to 1990 and not rehired after that date are eligible for the
University’s maximum contribution if they retire before age 55 and have at least 10 years of service, or if they retire at age
55 or later and have at least five years of service. Retirees employed by the University after 1989 are subject to graduated
eligibility provisions that generally require 10 years of service before becoming eligible for 50 percent of the maximum
University contribution, increasing to 100 percent after 20 years of service.
Active employees do not make any contributions toward the retiree health benefit plans. Retirees pay the excess, if any, of
the premium over the applicable portion of the University’s contribution.
In addition to the explicit University contribution provided to retirees, there is an “implicit subsidy”. The gross premiums
for members that are not currently eligible for Medicare benefits are the same for active employees and retirees, based
on a blend of their health costs. Retirees, on average, are expected to have higher health care costs than active employees.
This is primarily due to the older average age of retirees. Since the same gross premiums apply to both groups, the
premiums paid for active employees by the University are subsidizing the premiums for retirees. This effect is called the
implicit subsidy. The implicit subsidy associated with retiree health costs paid during the past year is also considered to
be a contribution from the University.

Retiree Health Beneﬁt Expense and Obligation for Retiree Health Beneﬁts
The University’s retiree health benefit expense is independently calculated for the campuses and medical centers and
LBNL based upon the actuarially determined annual required contribution. The annual required contribution represents
the level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize unfunded
actuarial liabilities over a period of up to 30 years.
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The University’s annual retiree health benefit expense and related information for the years ended June 30, 2010 and
2009, segregated between the University and the DOE responsibility, is as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

LBNL

2009

July 1, 2009

July 1, 2008

July 1, 2009

July 1, 2008

July 1, 2009

July 1, 2008

Annual required contribution
$ 1,750,666
Interest on obligations for retiree health beneﬁts
127,058
Adjustment to annual required contribution
(235,522)
Annual retiree health beneﬁt cost
1,642,202
University contributions:
To UCRHBT
(233,991)
To healthcare insurers and administrators
Implicit subsidy
(49,526)
Total contributions
(283,517)
Increase in obligations for retiree health beneﬁts 1,358,685
Obligations for retiree health beneﬁts
Beginning of year
2,310,690
End of year
$ 3,669,375

$ 1,550,432
59,770
(108,265)
1,501,937

$ 55,750
3,654
(6,759)
52,645

$ 50,031
1,732
(3,138)
48,625

$ 1,806,416
130,712
(242,281)
1,694,847

$ 1,600,463
61,502
(111,403)
1,550,562

(44,079)
(278,507)
1,223,430

(12,162)
(2,492)
(14,654)
37,991

(11,441)
(2,240)
(13,681)
34,944

(233,991)
(12,162)
(52,018)
(298,171)
1,396,676

(234,428)
(11,441)
(46,319)
(292,188)
1,258,374

1,087,260
$ 2,310,690

66,438
$104,429

31,494
$ 66,438

2,377,128
$ 3,773,804

1,118,754
$ 2,377,128

Retiree health care reimbursement from
the DOE during the year

$ 12,162

$ 11,441

$

12,162

$

11,441

DOE receivable for obligations for retiree health beneﬁts
Noncurrent
Total

$ 104,429
$104,429

$ 66,438
$ 66,438

$ 104,429
$ 104,429

$
$

66,438
66,438

Actuarial valuation date

2010

UNIVERSITY OF CALIFORNIA

2010

2009

2010

(234,428)

2009

The annual retiree health benefit cost, percentage of the annual retiree health benefit cost contributed to the retiree
health benefit plan, and the net obligation for retiree health benefits for the University for the years ended June 30, 2010
and the preceding years are as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

Annual retiree health beneﬁt cost:
June 30, 2010
June 30, 2009
June 30, 2008
Percentage of annual cost contributed:
June 30, 2010
June 30, 2009
June 30, 2008
Net obligation to the health beneﬁt plan:
June 30, 2010
June 30, 2009
June 30, 2008
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DOE NATIONAL
LABORATORIES

UNIVERSITY
OF CALIFORNIA

$ 1,642,202
1,501,937
1,355,362

$ 52,645
48,625
44,426

$ 1,694,847
1,550,562
1,399,788

17.3%
18.5
19.8

27.8%
28.1
29.1

17.6%
18.8
20.1

$ 3,669,375
2,310,690
1,087,260

$104,429
66,438
31,494

$ 3,773,804
2,377,128
1,118,754

Funded Status
Actuarial valuations represent a long-term perspective and involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, investment return and health care cost trends. The projection of benefits does not explicitly
incorporate the potential effects of the results of collective bargaining discussions on the contribution rate. Actuarially
determined amounts are subject to periodic revisions as actual rates are compared with past expectations and new
estimates are made about the future.
The funded status of the plan as of July 1, 2009 was as follows:
(in thousands of dollars)
CAMPUSES AND
MEDICAL CENTERS

Actuarial value of plan assets
Actuarial accrued liability
Unfunded actuarial accrued liability

76,893
(14,541,529)
$ (14,464,636)

Value of the implicit subsidy included in the actuarial accrued liability
Funded ratio
Covered payroll
Unfunded actuarial accrued liability as a percentage of covered payroll

$

$

$

2,129,031
0.5%
7,637,064
(189.4%)

UNIVERSITY OF
CALIFORNIA

LBNL

$

$ (520,255)
$ (520,255)
$ 80,247
0.0%
$ 216,355
(240.5%)

76,893
(15,061,784)
$ (14,984,891)
$
$

2,209,278
0.5%
7,853,419
(190.8%)

The schedule of funding progress, presented as required supplementary information following the notes to the financial
statements, includes multi-year trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions
Projections of benefits for financial reporting purposes are based upon the plan as understood by the University and
plan members, and include the types of benefits provided at the time of each valuation and the historical cost pattern of
sharing of benefit costs between the University and plan members to that point. The actuarial methods and assumptions
used included techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.
Significant actuarial methods and assumptions used in the valuation were:
•

assumed return on investment of 5.5 percent per year, representing the return on the University’s assets
expected to be used to finance benefits, smoothing the effect of gains and losses over a five-year period;

•

health care cost trend rate ranging from 10 to 12 percent initially, depending on the type of plan,
reduced by increments to an ultimate rate of 5 percent over nine years;

•

projected inflation at 3.0 percent;

•

amortization of the initial unfunded actuarial liability over 30 years as a flat dollar amount on a closed
basis;

•

amortization of future actuarial gains and losses over 15 years as a flat dollar amount on a closed basis;

•

amortization of the effects of changes in the plan design, or changes in assumptions, over 30 years as a
flat dollar amount on a closed basis;

•

Entry Age Normal actuarial cost method;

•

future life expectancy based upon recent group mortality experience; and

•

assumed retirement ages, employee turnover and disability rates based on actual plan experience and
future expectations.
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15. ENDOWMENTS AND GIFTS
Endowments and gifts are held and administered either by the University or by campus foundations.
University of California
The value of endowments and gifts held and administered by the University, exclusive of income distributed to be used
for operating purposes, at June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA
RESTRICTED
NONEXPENDABLE

RESTRICTED
EXPENDABLE

UNRESTRICTED

TOTAL

At June 30, 2010

Endowments
Funds functioning as endowments
Annuity and life income
Gifts
University endowments and gifts

$ 981,185
15,421
$ 996,606

$ 1,302,389
1,883,437
2,727
934,641
$ 4,123,194

$

$ 1,180,119
1,689,383
10,292
909,590
$ 3,789,384

$

13,289
1,242,777

12,567
$1,268,633

$ 2,296,863
3,126,214
18,148
947,208
$ 6,388,433

At June 30, 2009

Endowments
Funds functioning as endowments
Annuity and life income
Gifts
University endowments and gifts

$ 940,249
6,786
$ 947,035

26,143
1,084,511

11,429
$1,122,083

$ 2,146,511
2,773,894
17,078
921,019
$ 5,858,502

The University’s endowment income distribution policies are designed to preserve the value of the endowment in real
terms (after inflation) and to generate a predictable stream of spendable income. Endowment investments are managed
to achieve the maximum long-term total return. As a result of this emphasis on total return, the proportion of the annual
income distribution provided by dividend and interest income and by capital gains may vary significantly from year to
year. The University’s policy is to retain the realized and unrealized appreciation with the endowment after the annual
income distribution has been made. The net appreciation available to meet future spending needs, subject to the approval
of The Regents, amounted to $1.3 billion and $1.2 billion at June 30, 2010 and 2009, respectively.
The portion of investment returns earned on endowments held by the University and distributed at the end of each year
to support current operations for the following year is based upon a rate that is approved by The Regents. The annual
income distribution transferred to the campuses from endowments held by the University was $207.0 million and
$214.6 million for the years ended June 30, 2010 and 2009, respectively. The portion of this annual income distribution
from accumulated capital gains, in addition to the dividend and interest income earned during the year, was $150.3
million and $109.6 million for the years ended June 30, 2010 and 2009, respectively. Accumulated endowment income
available for spending in the future, including the annual income distribution, was $521.2 million and $520.5 million at
June 30, 2010 and 2009, respectively.
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Campus Foundations
The value of endowments and gifts held by the campus foundations and administered by each of their independent
Board of Trustees at June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
RESTRICTED
NONEXPENDABLE

RESTRICTED
EXPENDABLE

UNRESTRICTED

TOTAL

At June 30, 2010

Endowments
Funds functioning as endowments
Annuity and life income
Gifts
Campus foundations’ endowments and gifts

$ 2,039,885
67,379
$ 2,107,264

$ 473,566
856,771
63,287
668,999
$ 2,062,623

$ 13,763
$13,763

$ 2,513,451
856,771
130,666
682,762
$ 4,183,650

$ 11,829
$11,829

$ 2,199,402
763,272
125,841
741,803
$ 3,830,318

At June 30, 2009

Endowments
Funds functioning as endowments
Annuity and life income
Gifts
Campus foundations’ endowments and gifts

$ 1,804,815
62,018
$ 1,866,833

$ 394,587
763,272
63,823
729,974
$ 1,951,656

The campus foundations provided grants to the University’s campuses totaling $566.0 million and $444.7 million during
the years ended June 30, 2010 and 2009, respectively.
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16. SEGMENT INFORMATION
The University’s significant identifiable activities for which revenue bonds may be outstanding where revenue is pledged
in support of revenue bonds are related to the University’s medical centers. The medical centers’ operating revenues and
expenses consist primarily of revenues associated with patient care and the related costs of providing that care.
Condensed financial statement information related to each of the University’s medical centers for the years ended
June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA MEDICAL CENTERS
DAVIS

IRVINE

LOS ANGELES

SAN DIEGO

SAN FRANCISCO

Year Ended June 30, 2010

Revenue bonds outstanding
Related debt service payments
Bonds due serially through

$ 360,560
$ 31,798
2047

$ 295,810
$
8,588
2049

$ 688,876
$ 31,394
2049

$ 187,480
$ 9,842
2047

$ 153,930
$
8,021
2049

$ 344,328
1,073,344
23,507
1,441,179
203,714
385,450

$ 230,522
698,815
105,780
1,035,117
122,402
330,555

$ 376,246
550,675
45,504
972,425
116,497
209,906

589,164
645,225
108
206,682
$ 852,015

452,957
352,012
103,353
126,795
$ 582,160

$ 734,647
1,692,645
138,560
2,565,852
249,216
787,066
52,664
1,088,946
916,943
75,361
484,602
$ 1,476,906

326,403
321,699
36,429
287,894
$ 646,022

$ 590,861
824,471
28,933
1,444,265
198,794
262,810
50,732
512,336
531,091
12,759
388,079
$ 931,929

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Operating revenues
$ 1,112,214
$ 613,642
Operating expenses
(980,904)
(533,977)
Depreciation expense
(59,575)
(43,565)
Operating income
71,735
36,100
Nonoperating revenues (expenses), net
(2,765)
(2,470)
Income before other changes in net assets
68,970
33,630
State and federal capital appropriations
Health systems support
(29,719)
(65,771)
Transfers (to) from University, net
18,819
(16,647)
Other, including donated assets
Increase in net assets
58,070
(48,788)
Net assets–June 30, 2009
793,945
630,948
Net assets–June 30, 2010
$ 852,015
$ 582,160

$ 1,587,483
(1,278,020)
(85,873)
223,590
(11,508)
212,082
626
(56,217)
(37,541)
8,413
127,363
1,349,543
$ 1,476,906

$ 834,289
(691,273)
(32,181)
110,835
2,037
112,872

$ 1,787,757
(1,559,388)
(77,790)
150,579
(1,474)
149,105

(39,314)
1,958
1,614
77,130
568,892
$ 646,022

(37,066)
59,132
171,171
760,758
$ 931,929

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by:
Operating activities
$ 108,038
Noncapital ﬁnancing activities
(27,189)
Capital and related ﬁnancing activities
(119,164)
Investing activities
7,413
Net increase (decrease) in cash and cash equivalents (30,902)
122,721
Cash and cash equivalents * –June 30, 2009
Cash and cash equivalents * –June 30, 2010
$ 91,819

$ 293,805
(59,140)
(2,479)
(45,756)
186,430
219,604
$ 406,034

$ 140,770
(39,314)
(32,835)
(34,115)
34,506
150,789
$ 185,295

$ 218,530
(37,066)
(97,151)
5,353
89,666
127,526
$ 217,192

CONDENSED STATEMENT OF NET ASSETS
Current assets
Capital assets, net
Other assets
Total assets
Current liabilities
Long-term debt
Other noncurrent liabilities
Total liabilities
Invested in capital assets, net of debt
Restricted
Unrestricted
Total net assets

$

76,527
(65,771)
114,041
(95,502)
29,295
73,353
$ 102,648

* Cash and cash equivalents on the medical centers’ ﬁnancial statements are included in the University’s Short Term Investment Pool.
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(in thousands of dollars)
UNIVERSITY OF CALIFORNIA MEDICAL CENTERS
DAVIS

IRVINE

LOS ANGELES

SAN DIEGO

SAN FRANCISCO

Year Ended June 30, 2009

Revenue bonds outstanding
Related debt service payments
Bonds due serially through

$ 374,865
$ 32,085
2047

$ 62,920
$ 2,897
2047

$ 536,185
$ 25,279
2047

$ 67,165
$ 6,610
2047

$ 135,235
$
7,591
2047

$ 345,365
1,014,077
23,195
1,382,637
197,567
391,125

$ 179,020
630,629
6,875
816,524
95,940
89,636

$ 325,324
450,805
5,958
782,087
130,208
82,987

588,692
579,838
954
213,153
$ 793,945

185,576
534,468
6,046
90,434
$ 630,948

$ 531,474
1,625,852
68,940
2,226,266
193,061
643,731
39,931
876,723
1,046,892
19,427
283,224
$ 1,349,543

247,988
$ 568,892

$ 470,539
736,367
22,641
1,229,547
188,801
245,783
34,205
468,789
462,741
9,536
288,481
$ 760,758

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Operating revenues
$ 1,077,367
$ 584,337
Operating expenses
(962,080)
(496,158)
Depreciation expense
(57,372)
(33,941)
Operating income
57,915
54,238
Nonoperating revenues (expenses), net
(2,767)
(1,937)
Income before other changes in net assets
55,148
52,301
State and federal capital appropriations
Health systems support
(48,783)
(53,413)
Transfers from University, net
39,261
92,399
Other, including donated assets
Increase in net assets
45,626
91,287
Net assets–June 30, 2008
748,319
539,661
Net assets–June 30, 2009
$ 793,945
$ 630,948

$ 1,465,915
(1,250,009)
(81,921)
133,985
(18,213)
115,772
110
(37,932)
40,779
40,203
158,932
1,190,611
$ 1,349,543

$ 784,457
(660,358)
(29,763)
94,336
1,653
95,989
1,918
(32,907)
16,627
1,325
82,952
485,940
$ 568,892

2,174
51,973
708,785
$ 760,758

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by:
Operating activities
$
Noncapital ﬁnancing activities
Capital and related ﬁnancing activities
Investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents * –June 30, 2008
Cash and cash equivalents * –June 30, 2009
$

$ 178,430
(43,057)
(79,227)
38,862
95,008
124,596
$ 219,604

$ 123,096
(32,907)
(74,150)
2,402
18,441
132,348
$ 150,789

$ 145,913
(30,284)
(120,680)
3,735
(1,316)
128,842
$ 127,526

CONDENSED STATEMENT OF NET ASSETS
Current assets
Capital assets, net
Other assets
Total assets
Current liabilities
Long-term debt
Other noncurrent liabilities
Total liabilities
Invested in capital assets, net of debt
Restricted
Unrestricted
Total net assets

135,522
(47,152)
(146,493)
4,371
(53,752)
176,473
122,721

$ 84,206
(53,413)
(63,780)
10,386
(22,601)
95,954
$ 73,353

213,195
320,904

$ 1,653,150
(1,484,406)
(67,707)
101,037
(20,954)
80,083
(30,284)

* Cash and cash equivalents on the medical centers’ ﬁnancial statements are included in the University’s Short Term Investment Pool.

Summarized financial information for each medical center is from their separately audited financial statements.
Certain revenue, such as financial support from the state for clinical teaching programs, is classified as state educational
appropriations rather than medical center revenue in the University’s statement of revenues, expenses and changes in
net assets. However, in the medical centers’ separately audited financial statements and for segment reporting purposes,
these revenues are classified as operating revenue.
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Multiple purpose and housing system projects—including student and faculty housing, parking facilities, student centers,
recreation and events facilities, student health service facilities and certain academic and administrative facilities—are
also financed by revenue bonds; however, assets and liabilities are not required to be accounted for separately.
Additional information on the individual University of California Medical Centers can be obtained from their separate
June 30, 2010 audited financial statements.

17. CAMPUS FOUNDATION INFORMATION
Under University policies approved by The Regents, each individual campus may establish a separate foundation to
provide valuable assistance in fundraising, public outreach and other support for the missions of the campus and the
University. Although independent boards govern these foundations, their assets are dedicated for the benefit of the
University of California.
Condensed financial statement information related to the University’s campus foundations, including their allocated
share of the assets and liabilities associated with securities lending transactions in the University’s investment pools, for
the years ended June 30, 2010 and 2009 is as follows:
(in thousands of dollars)
UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
BERKELEY

SAN FRANCISCO

LOS ANGELES

ALL OTHER

TOTAL

Year Ended June 30, 2010

CONDENSED STATEMENT OF NET ASSETS
Current assets
Noncurrent assets
Total assets
Current liabilities
Noncurrent liabilities
Total liabilities
Restricted
Unrestricted
Total net assets

$ 104,682
635,213
739,895
30,275
13,053
43,328
696,330
237
$ 696,567

$ 260,231
1,334,642
1,594,873
234,366
37,932
272,298
1,318,960
3,615
$1,322,575

$ 237,330
1,053,888
1,291,218
88,523
37,850
126,373
1,155,834
9,011
$1,164,845

$ 713,320
4,031,392
4,744,712
403,253
157,809
561,062
4,169,887
13,763
$ 4,183,650

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Operating revenues
$ 66,050
$ 107,973
Operating expenses
(87,376)
(149,399)
Operating income (loss)
(21,326)
(41,426)
Nonoperating revenues
92,235
67,439
Income (loss) before other changes in net assets
70,909
26,013
Permanent endowments
46,671
15,923
Increase in net assets
117,580
41,936
Net assets–June 30, 2009
882,083
654,631
Net assets–June 30, 2010
$ 999,663
$ 696,567

$ 162,518
(155,675)
6,843
97,513
104,356
53,353
157,709
1,164,866
$1,322,575

$

90,809
(202,515)
(111,706)
102,209
(9,497)
45,604
36,107
1,128,738
$1,164,845

$ 427,350
(594,965)
(167,615)
359,396
191,781
161,551
353,332
3,830,318
$ 4,183,650

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by:
Operating activities
Noncapital ﬁnancing activities
Investing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents–June 30, 2009
Cash and cash equivalents–June 30, 2010

$ (33,570)
43,097
(10,673)
(1,146)
1,779
$
633

$ (94,549)
43,438
3,596
(47,515)
77,832
$ 30,317

$ (191,280)
140,655
(35,110)
(85,735)
183,216
$ 97,481
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$ 111,077
1,007,649
1,118,726
50,089
68,974
119,063
998,763
900
$ 999,663

$ (23,643)
39,857
(16,763)
(549)
3,989
$ 3,440

$ (39,518)
14,263
(11,270)
(36,525)
99,616
$ 63,091

(in thousands of dollars)
UNIVERSITY OF CALIFORNIA CAMPUS FOUNDATIONS
BERKELEY

SAN FRANCISCO

LOS ANGELES

ALL OTHER

TOTAL

Year Ended June 30, 2009

CONDENSED STATEMENT OF NET ASSETS
Current assets
Noncurrent assets
Total assets
Current liabilities
Noncurrent liabilities
Total liabilities
Restricted
Unrestricted
Total net assets

$ 100,253
876,194
976,447
27,506
66,858
94,364
881,312
771
$ 882,083

$ 132,244
549,041
681,285
13,921
12,733
26,654
654,393
238
$ 654,631

$ 283,698
1,110,560
1,394,258
191,977
37,415
229,392
1,164,707
159
$1,164,866

$ 332,025
944,953
1,276,978
108,974
39,266
148,240
1,118,077
10,661
$1,128,738

$ 848,220
3,480,748
4,328,968
342,378
156,272
498,650
3,818,489
11,829
$ 3,830,318

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Operating revenues
$ 61,111
$ 121,936
Operating expenses
(81,402)
(98,417)
Operating income (loss)
(20,291)
23,519
Nonoperating expenses
(207,579)
(77,799)
Loss before other changes in net assets
(227,870)
(54,280)
Permanent endowments
49,922
18,920
Decrease in net assets
(177,948)
(35,360)
Net assets–June 30, 2008
1,060,031
689,991
Net assets–June 30, 2009
$ 882,083
$ 654,631

$

99,136
(153,122)
(53,986)
(227,316)
(281,302)
45,297
(236,005)
1,400,871
$1,164,866

$

93,818
(125,285)
(31,467)
(199,998)
(231,465)
40,265
(191,200)
1,319,938
$1,128,738

$ 376,001
(458,226)
(82,225)
(712,692)
(794,917)
154,404
(640,513)
4,470,831
$ 3,830,318

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by:
Operating activities
$ (20,688)
Noncapital ﬁnancing activities
45,836
Investing activities
(25,966)
Net increase (decrease) in cash and cash equivalents
(818)
Cash and cash equivalents–June 30, 2008
4,807
Cash and cash equivalents–June 30, 2009
$ 3,989

$ (54,830)
45,297
10,592
1,059
720
$ 1,779

$ (37,275)
38,685
8,325
9,735
68,097
$ 77,832

$

$ 22,042
17,740
(17,202)
22,580
77,036
$ 99,616

(90,751)
147,558
(24,251)
32,556
150,660
$ 183,216
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18. COMMITMENTS AND CONTINGENCIES
Contractual Commitments
Amounts committed but unexpended for construction projects totaled $2.7 billion and $4.1 billion at June 30, 2010 and
2009, respectively.
The University and UCRS have also made commitments to make investments in certain investment partnerships
pursuant to provisions in the various partnership agreements. These commitments at June 30, 2010 totaled $3.0 billion:
$316.3 million and $2.7 billion for the University and UCRS, respectively.
The University leases land, buildings and equipment under agreements recorded as operating leases. Operating lease
expenses for the years ended June 30, 2010 and 2009 were $112.2 million and $162.7 million, respectively. The terms of
operating leases extend through May 2039.
Future minimum payments on operating leases with an initial or remaining non-cancelable term in excess of one year
are as follows:
(in thousands of dollars)
MINIMUM ANNUAL
LEASE PAYMENTS

Year Ending June 30

2011
2012
2013
2014
2015
2016–2020
2021–2025
2026–2030
2031–2035
2036–2039
Total

$ 93,472
70,518
57,845
42,065
29,900
62,807
6,128
3,978
4,531
4,657
$ 375,901

Contingencies
Substantial amounts are received and expended by the University, including its medical centers, under federal and state
programs and are subject to audit by cognizant governmental agencies. This funding relates to research, student aid,
medical center operations and other programs. University management believes that any liabilities arising from such
audits will not have a material effect on the University’s financial position.
The University and the campus foundations are contingently liable in connection with certain other claims and contracts,
including those currently in litigation, arising in the normal course of its activities. Although there are inherent
uncertainties in any litigation, University management and general counsel are of the opinion that the outcome of such
matters will not have a material effect on the University’s financial position.
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REQUIRED SUPPLEMENTARY INFORMATION
The University’s schedule of funding progress for UCRP and the retiree health plan is presented below.
UCRP
(in thousands of dollars)
ACTUARIAL
VALUATION DATE

University of California
July 1, 2009
July 1, 2008
July 1, 2007

ACTUARIAL VALUE
OF ASSETS

ACTUARIAL
ACCRUED LIABILITY

EXCESS
(DEFICIT)

FUNDED RATIO

COVERED
PAYROLL

EXCESS/(DEFICIT)
COVERED PAYROLL

$ 42,685,564
43,727,521
43,328,050

$ 45,041,066
42,467,742
41,335,935

$ (2,355,502)
1,259,779
1,992,115

94.8%
103.0
104.8

$ 7,853,419
7,449,796
7,595,421

(30.0)%
16.9
26.2

Campuses and Medical Centers
July 1, 2009
34,835,572
July 1, 2008
35,496,354
July 1, 2007
33,581,431

36,758,962
34,340,516
31,917,954

(1,923,390)
1,155,838
1,663,477

94.8
103.4
105.2

7,637,064
7,245,447
6,720,789

(25.2)
16.0
24.8

8,282,104
8,127,226
9,417,981

(432,112)
103,941
328,638

94.8
101.3
103.5

216,355
204,349
874,632

(199.7)
50.9
37.6

DOE National Laboratories
July 1, 2009
July 1, 2008
July 1, 2007

7,849,992
8,231,167
9,746,619

Retiree Health Plan
(in thousands of dollars)

ACTUARIAL VALUATION DATE

University of California
July 1, 2009
July 1, 2008
July 1, 2007

$ 76,893
51,221
None

$15,061,784
13,800,249
12,534,468

$ (14,984,891)
(13,749,028)
(12,534,468)

0.5%
0.4
0.0

$ 7,853,419
7,449,796
6,913,467

(190.8)%
(184.6)
(181.3)

$ 2,209,278
2,016,401
1,867,147

Campuses and Medical Centers
July 1, 2009
76,893
July 1, 2008
51,221
July 1, 2007
None

14,541,529
13,302,506
12,074,689

(14,464,636)
(13,251,285)
(12,074,689)

0.5
0.4
0.0

7,637,064
7,245,447
6,720,789

(189.4)
(182.9)
(179.7)

2,129,031
1,940,306
1,792,229

520,255
497,743
459,779

(520,255)
(497,743)
(459,779)

0.0
0.0
0.0

216,355
204,349
192,678

(240.5)
(243.6)
(238.6)

80,247
76,095
74,918

LBNL
July 1, 2009
July 1, 2008
July 1, 2007

None
None
None

ACTUARIAL
ACCRUED
LIABILITY

(DEFICIT)

FUNDED
RATIO

COVERED
PAYROLL

(DEFICIT)/
COVERED
PAYROLL

IMPLICIT SUBSIDY
INCLUDED
IN ACTUARIAL
ACCRUED LIABILITY

ACTUARIAL
VALUE
OF ASSETS
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CAMPUS FACTS IN BRIEF 2010
(Unaudited)

STUDENTS
Undergraduate fall enrollment
Graduate fall enrollment
Total fall enrollment
University Extension enrollment
DEGREES CONFERRED 1
Bachelor
Advanced
Cumulative
FACULTY AND STAFF (full-time equivalents)
LIBRARY COLLECTIONS 5 (volumes)
CAMPUS LAND AREA (in acres)

UCB

UCD

UCI

UCLA

25,530
10,313
35,843
28,983

24,770
7,383
32,153
57,164

22,353
5,439
27,792
25,930

26,687
13,297
39,984
103,207

7,249
3,249
560,706

5,762
1,725
215,036

5,625
1,617
136,244

14,131
11,026,554
6,679

20,999
4,156,057
7,149

12,712
3,122,256
1,474

UCM

UCR

UCSD

3,190
224
3,414

17,042
2,397
19,439
21,462

23,143
5,967
29,110
53,656

7,220
4,392
480,666

278
11
422

3,055
595
79,822

29,305
8,513,350
419

1,083
698,477
7,045

4,818
2,572,462
1,931

$ 538,649 $ 538,361 $ 424,940 $ 1,143,524
508,058
478,476
224,826
676,315
55,393
55,176
16,794
96,140
110,696
142,330
113,537
319,987
114,613
62,065
64,921
68,428
117,196
83,845
34,528
138,551
71,518
82,213
39,169
85,722
83,988
66,845
70,886
61,864
996,321
535,388
1,223,432
119,885
81,224
98,596
238,457
149,835
182,548
138,685
237,387

$ 23,317
14,153
5,158
10,570
8,173
24,842
10,286
7,254

$ 162,180
96,563
4,765
27,088
41,217
38,977
28,277
47,424

8,535
18,008

53,339
52,904

26,443
6,215
$ 1,896,274 $ 2,775,619

8,449
17,271
$ 1,770,719 $ 4,307,078

893
$ 131,189

$ 356,836 $ 357,906
121,756
109,067

$ 212,222 $ 638,689
22,673
61,564

4,980
17,705
171,377
126,317
$ 654,949 $ 610,995

$ 1,704,527 $ 435,081
76,837
20,078

UCSF

Systemwide Programs
and Administration 3

UCSB

UCSC

4,493
4,493

19,814
3,036
22,850
3,802

15,259
1,516
16,775
15,614

5,323
1,825
138,492

2
729
47,501

4,881
962
188,173

3,271
407
84,211

19,612
3,350,384
2,141

18,813
662,807
255

6,095
2,996,397
1,055

4,489
2,080,985
6,088

2,587

$ 513,800 $ 180,117
665,985
665,367
17,482
84,462
196,305
271,208
66,999
17,241
104,407
107,621
64,688
72,411
94,148
33,665
720,920
1,583,444
108,026
31,214
188,641
167,668
22,803

$ 196,384
162,229
7,595
29,217
67,093
33,969
31,796
64,387

$ 119,956
98,587
12,279
27,032
50,069
29,755
23,207
13,186

75,605
70,700

83,477
49,072

$ 836,602
552,889
190,300
326,359
99,960
371,276
93,138
633
768,285
87,281
11,686

2,105
$ 554,839

9,144
11,181
$ 2,750,545 $ 3,248,402

6,191
$ 745,166

2,110
$ 508,730

(2,337 )
$ 3,336,072

$ 12,303
25,431

$ 70,893
16,006

$ 635,847 $ 595,684
41,848
81,380

$ 137,803
12,392

$ 94,807
12,023

$

4,402
37,162
61,456
184,062
$ 300,753 $ 921,477

7
2,970
$ 40,711

3,595
17,783
$ 108,277

11,082
100,876
193,337
237,068
$ 882,114 $ 1,015,008

1,176
42,449
$ 193,820

327
22,334
$ 129,491

$

$

$ 17,791
1,361

$ 37,261
1,633

$ 161,026 $ 743,411
6,282
34,729

$ 79,166
3,199

$ 54,987
2,600

$ 1,055,030
25,342
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CAMPUS FINANCIAL FACTS 2 (IN THOUSANDS OF DOLLARS)
OPERATING EXPENSES BY FUNCTION
Instruction
Research
Public service
Academic support
Student services
Institutional support
Operation & maintenance of plant
Student ﬁnancial aid
Medical centers
Auxiliary enterprises
Depreciation & amortization
Impairment of capital assets
Other 4
Total
GRANTS AND CONTRACTS REVENUE
Federal government
State government
Local government
Private
Total
UNIVERSITY ENDOWMENTS
Endowments
Annual income distribution

50,213 $ 1,102,732
2,624
32,284

CAMPUS FOUNDATIONS’ ENDOWMENTS
Endowments
$ 945,318 $ 182,481

$ 191,839 $ 1,110,981

$

5,087

$ 76,887

$ 340,694 $ 492,755

$ 107,990

$ 46,856

CAPITAL ASSETS
Capital assets, at net book value
Capital expenditures

$ 2,592,448 $ 4,645,629
331,522
269,851

$ 392,704
43,611

$ 1,012,283
112,210

$ 2,677,750 $ 2,856,384
428,416
421,309

$ 1,230,489
64,176

$ 992,615
153,111

1
2
3

4
5

$ 2,916,673 $ 3,002,384
342,821
331,218

23,226
33,488
4,641
20,205
81,560

$ 143,692
12,842

As of academic year 2008-09.
Excludes DOE laboratories.
Includes expenses for Systemwide education and research programs, Systemwide support services and administration. Full-time equivalents count, as of fall 2009, includes employees at all campuses involved in systemwide activities, including
Agriculture and Natural Resources.
Includes non-capitalized expenses associated with capital projects and write-oﬀ, cancellation and bad debt expense for loans.
As of June 30, 2009.
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