
AMERICAAMERICA’’S BROKEN RETIREMENT PLANS S BROKEN RETIREMENT PLANS 
AND PENSION SYSTEMS AND PENSION SYSTEMS ––

ANOTHER ANOTHER ““GIFTGIFT”” FROM WALL STREETFROM WALL STREET

WILLIAM S. LERACHWILLIAM S. LERACH
University of California, BerkeleyUniversity of California, Berkeley
October 26, 2010October 26, 2010













President Roosevelt signs the 1933 Securities Act, part of his 
administration’s “New Deal” -- reform of the financial markets.



December 1, 2006





April 4, 2005



September 10, 1995

“[B]ills may … leave many wronged 
investors without hope of justice.”



November 13, 1999

“This bill repeals parts of the 1933 Glass-Steagall Act …
[and] allows mergers of banks, securities firms and 
insurers …”





March 1, 2007



January 17, 2008



September 11, 2000



“If the antifraud provisions of the 
securities laws are gutted, as [the 

Reform Act] would do…worry about the 
public and your markets, and in 10 or 15 

years you will be holding another 
hearing with the debacle in the 

securities markets that will make you 
remember the S&L mess with 

fondness.”

William S. Lerach,
Congressional testimony, 1995.



“The bulk of the losses ($100-150 billion) are directly 
attributable to the failure by management …to follow basic, 
prudent business practices, including the establishment off 
effective systems of internal control.”



October 21, 2002



February 25, 2002



November 26, 2007



March 12, 2009



October 12, 2006



November 8, 1995

The 1920’s were a period of pro-business, anti federal regulation, pro -
stock investing prosperity with an increasing disparity between rich and
poor. What followed next?



May 10, 2003







November 10, 2003



“Here are the numbers you wanted cooked, sir.”



October 20, 2002

“Accounting rules … [have] provided an artificial means for companies  to 
pad their reported earnings – the bottom line that determines top 
executives’ bonuses….”



February 12,2009



April 17, 2009

The underfunding of America’s 
corporate defined benefit pensions 
poses a daunting challenge, 
threatening not only their 40m 
beneficiaries but the entire US 
economy.



January 9, 2006



June 16, 2009



Many retirement experts have come to a 
similar conclusion: The 401(k) system, 
which has turned countless amateurs 
into their own pension-fund managers, 
has serious shortcomings.



So far, the cumulative wipe-out of household 
retirement savings totals about $2 trillion.  As a result, 
participants in 401(k)’s are in greater danger than ever 
of coming up short in retirement.



May + June 2009





May 26, 2005

Of growing concern, however, are multiemployer retirement plans 
under-funded by $150 billion in 2004, a 50% jump in the deficit from 
the year before, the federal insurer reported. 



November 22, 2004







August 8, 2006







June 13, 2005



January 17, 2005

The public servants have been guaranteed retirement benefits that are far 
richer than private pensions, yet elected officials  have failed to set aside 
enough money to cover the promised benefits.







December 31, 2002



March 26, 2008



STOCKS VS. BONDS, CUMMULATIVE 
RELATIVE PERFORMANCE 1801-2009



PARSKY’S PARTY

The UC Regent [Gerald Parsky] whose pension 
fund may have cost the university billions is 
now in a position to play with even more of the 
public’s money.



Contentious plan for sagging UC pension fund
UNIVERSITY OF CALIFORNIA

A tidal wave of unfunded retirement obligations that could top $40 billion in four years is washing over the University of 
California, forcing employees to pay far more for those benefits and threatening students with the possibility of more tuition 
hikes and years of austerity.

Now a UC task force has released a set of recommendations, to be evaluated throughout the fall, intended to help the 
university gain control over its vast retirement problem over the next 30 years. 

At the same time, employees who cut the grass, serve the food and perform other essential but low-paying jobs throughout 
the university system say the new proposals will ensure only that UC's rich get richer, and its poor get poorer. They point out 
that the proposals would let thousands of highly paid employees keep their current retirement benefits while slashing their 
own.

They also point to a particular recommendation that would improve the pension benefits of the 250 top-paid employees….

"While claiming that cost-cutting is needed, UC unbelievably increases retirement benefits for highly compensated 
executives, while cutting low-wage retirement benefits in half," said Julian Posadas, vice president of the American 
Federation of State, County and Municipal Employees, which represents 21,000 UC workers who typically earn around 
$40,000 a year.

Pitts also said that in exchange for retaining benefits, highly paid employees would eventually contribute more to the 
pension fund - up to 7.7 percent of their paycheck - than low-wage workers. This would happen after 2013, if the regents 
approve the recommendations. Most employees pay 2 percent of their salary toward retirement.  The UC regents are 
expected to approve an interim increase for all employees at their meeting in San Francisco next week. It would raise the 
employee contribution to 3.5 percent beginning in July 2011, and to 5 percent in July 2012.

September 10, 2010

A tidal wave of unfunded retirement obligations that could top $40 
billion in four years is washing over the University of California, forcing 
employees to pay far more for those benefits and threatening students 
with the possibility of more tuition hikes and years of austerity.



February 6, 2009

Contributions to start; benefit cuts possible



March 13, 2006



August, 2003





“In effect, they’re going to Las 
Vegas,” said Frederick E. 
Rowe, a Dallas investor and 
the former chairman of the 
Texas Pension Review Board, 
which oversees public plans in 
that state. “Double up to catch 
up.”

March 9, 2010



Mr. Dear wants to embrace some potentially 
high-risk investments in hopes of higher 
returns. …. he wants to load up on many of the 
very assets that have been responsible for the 
fund’s recent plunge.

July 25, 2009



April 23, 2009



A survey of practices across the country portrays a far-
reaching web of friends and favored associates: political 
contributors, campaign strategists, lobbyists, relatives, 
brokers and others, capitalizing on relationships and 
paying favors. These influential figures can determine 
how pension funds are invested….

“What has developed is a corrupt system, where Wall 
Street, various fiduciaries, politicians and corporate 
managers are draining America’s savings,” said 
Frederick S. Rowe, a hedge fund manager who serves on 
the Texas Pension Review Board, an oversight body.

May 7, 2009



“The S.E.C.’s findings come at a time of 
uncomfortable scrutiny for the industry.  Pension funds 
lost billions of dollars during that last bear market, and 
they have not yet recovered.

The S.E.C. report suggests that at least some of 
the underfunding is a result of pension assets being 
invested in ways that reward the consultants.”



October 15, 2009



August 18, 2009

…the $80 billion system has 
consistently lagged behind many of 
its public pension peers... as the city 
tripled the number of money 
managers it uses and the fees that it 
pays those firms. 

The City Controller has benefited… collecting 
more than $500,000 in campaign contributions 
from its growing roster of money managers.



September 3, 2010



August 26, 2010

A senior CalPERs investment officer resigned today after being linked 
to the pension fund's bribery scandal…..

Shahinian’s name surfaced in Attorney General Jerry Brown's lawsuit 
against former CalPERs board member Alfred Villalobos and former Chief 
Executive Fred Buenrostro. The lawsuit said Villalobos bribed Shahinian 
with an all-expenses-paid junket to New York in 2007.

Weeks later, without disclosing the trip, Shahinian persuaded CalPERs to 
invest $600 million with one of Villalobos' clients, Apollo Global 
Management. The deal generated a $13 million commission for Villalobos.



October 8, 2010



June 30, 2010



October 24, 2002

“..many companies assume… that their pension plans 
will return 9% or 10%, while in reality the stock market 
has resulted in widespread negative investment 
returns.”



September 18, 2010



Some plans 
want to hide 
the truth from 
taxpayers.

July 6, 2009



$500 billion unfunded liability for California's 
three biggest pension funds—Calpers, Calstrs 
and the University of California Retirement 
System. 

Calstrs assumes a rate of return of 8%, Calpers 
7.75% and the UC fund 7.5%. A 5% return is 
more realistic. 

April 26, 2010



August 19, 2010



September 18, 2010



“The motion has been made and seconded 
that we stick our heads in the sand.”



October, 2010



July 24, 2009



January 23, 2006



December 9, 2002



November 15, 2004



June 28, 2004

Anyone who looks ahead can 
see that when boomers' 
retirement plans need cash to 
pay retirement incomes, they 
will have to sell stocks,… A 
prolonged bear market is 
likely… that will destroy the 
retirement plans…



November 24, 2003

“… we’re heading for a crisis 
with no escape …one day 
financial markets will wake up 
to the size of the problem and 
send interest rates through the 
roof … the government will be 
forced to … raises taxes and cut 
benefits.”



September 10, 2010



August 27, 2010



“If we take a late retirement and an early 
death we’ll just squeak by.”




