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MINUTES OF THE MEETING OF THE 
COMMITTEE ON FINANCE 

Trustees of The California State University 
Office of the Chancellor 

Glenn S. Dumke Conference Center 
401 Golden Shore 

Long Beach, California 

May 21, 2025 

Members Present 

Julia Lopez, Chair 
Jonathan Molina Mancio, Vice Chair 
Mark Ghilarducci 
Leslie Gilbert-Lurie 
Christopher Steinhauser 
Darlene Yee-Melichar 

Mildred García, Chancellor  
Jack B. Clarke, Jr., Chair of the Board 

Trustee Julia Lopez called the meeting to order. 

Consent Agenda 

The minutes of the March 26, 2025, meeting of the Committee on Finance were approved as 
submitted. 

Item 2, California State Polytechnic University, Pomona - Financing Approval for an Auxiliary 
Student Housing Acquisition, was approved as submitted (RFIN 05-25-03). 

Item 3, San José State University Spartan Village on the Paseo Acquisition Financing Approval, 
was approved as submitted (RFIN 05-25-04). 

Item 4, Multi-University Collaboration and Administrative Cost Reduction Initiatives: 
Implementing Systemness, was an information item on the consent agenda. 

Item 5 – 2025-2026 Lottery Budget and Report 

Assistant Vice Chancellor for Budget Planning and Advocacy, Ryan Storm, provided background 
information about the Lottery fund, allowed uses of revenue, and statutory restrictions. It was 
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shared that Lottery funds cannot be used for acquisition of real property or construction of 
facilities, financing of research, faculty salaries for classroom instruction, or activities not related 
to education programs such as athletics. Lottery funds represent less than one percent of the 
CSU’s operating fund.  

Actual Lottery fund revenues and expenditures for the 2023-2024 fiscal year were reviewed. The 
Lottery budget for 2025-2026 is proposed for $70 million. Due to changes in programs and 
demand, it was proposed that funding for Summer Arts Program and Dream Loan financial aid be 
redirected for other student-centered uses. A multi-year expenditure plan was proposed, which 
would utilize $55 million of carryover funds, over the next five years, to supplement state funded 
educational programs focusing on technology infrastructure enhancements, innovation for 
educational programs, and student completion and affordability.   

Following the presentation Trustee Yee-Melichar asked what percentage of the Lottery Budget is 
allocated to academic enrichment, versus administrative functions. She was informed that 84% 
is allocated directly to universities for academic enrichment and the universities have autonomy 
on usage, within the statutory parameters for Lottery funds. The remaining balance includes: 1.3% 
for administrative costs, 9% for student financial aid and loans, and 6% for systemwide 
partnerships and technology.  She also asked how the fund allocation process ensures equity 
across universities of varying sizes and student need and was informed that funding is calculated 
consistently across the system, on a per resident, full-time equivalent student targeted amount. 

The action item was approved with eight in favor (Trustees Lopez, Molina Mancio, Ghilarducci, 
Gilbert-Lurie, Steinhauser, Yee-Melichar, Clarke and Chancellor García), none opposed, and no 
abstentions (RFIN 05-25-05). 

Item 6 – 2025-2026 Operating Budget Update 

Assistant Vice Chancellor Storm reported that the CSU is facing significant financial challenges 
and has already endured two years of budget shortfalls, due in large part to rising costs in health 
care, compensation, and inflationary costs. Examples of actions taken by the universities, in 
response to these cuts were shared. A report was provided on the Governor’s May budget 
revision. The administration has reduced the proposed state funding cut to the CSU from eight 
percent ($375 million cut) down to three percent ($144 million cut). However, the proposal to 
defer compact funding for 2025-2026 ($252 million) to 2027-2028 remains unchanged. This 
poses major funding shortages and uncertainties for the CSU and will negatively affect students, 
faculty, and staff, as well as limit student access and engagement efforts. If the May Revision 
proposal is adopted, CSU will have a $144 million budget gap, which is the equivalent to the entire 
operating budget for CSU Channel Islands.  

Following the presentation, Trustee Lopez shared that the compact funding deferrals are a 
statement of intent from the state, but not a realistic solution for the anticipated state budget 
deficits over the next few years. The state will continue to face deficits due to potential cuts to 
higher education and the transfer of costs from the federal government to the states. 
Compensation costs also continue to be a large cost pressure, with a one percent compensation 
increase requiring approximately $60 million.  
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Trustee Gilbert-Lurie stressed the importance of prioritizing student success and wraparound 
services. She called for coordination among universities to avoid duplicative cuts that could 
create access inequities or penalize students from less wealthy backgrounds. She spoke about 
creating shared guiding principles for the system that could be used to prioritize budget cuts for 
the universities. Executive Vice Chancellor Steve Relyea informed her that guidance is provided 
both at the individual university and CSU system level. In addition to the planning that university 
presidents do with their cabinets, each university has a budget advisory committee made up of 
students, faculty, and staff who advise the president as they look at priorities and reductions. 
Trustee Lopez recognized that university presidents will need to prioritize what must be done 
versus what is desired. She expressed her support for their planning and decision-making 
process. Chancellor García assured the trustees that the presidents work daily to make decisions 
that are aligned with the mission of the university.  

Chair Clarke requested a future presentation to help the trustees gain a better understanding of 
the university budget process and how the university budget committees operate. Mr. Relyea 
added that the CSU Strategic Plan, which is currently being developed, will also be important in 
guiding future budget priority decisions.  

Trustee Arambula shared that an example of coordination as a system is the San Francisco Bay 
Region Network which will be presented next.  

Item 7 – Establishment of the San Francisco Bay Region Network 

Executive Vice Chancellor Steve Relyea began the presentation by highlighting the work of the 
Multi-University Collaboration Initiative (Multi U), stating that it is putting systemness into action 
by optimizing resources while still meeting individual university needs. A part of the Multi U 
initiative, key opportunities for increased collaboration were identified and the CSU selected three 
initial administrative areas of focus, which are procurement, information security, and benefits 
administration. The San Francisco Bay Region Network similarly aims to streamline 
administrative processes, reduce costs, and enhance collaboration among three CSU universities: 
Sonoma State, San Francisco State, and Cal State East Bay. Since the core functions to be 
integrated will be administrative in nature, there will be no impact to the student academic 
experience or faculty's ability to offer instruction. 

Sonoma State President Emily Cutrer reviewed some challenges of the region which include 
declining birth rates and enrollment, as well as increase in costs for negotiated wage increases 
and inflation on mandatory costs. East Bay President Cathy Sandeen described actions taken to 
meet these challenges, reporting that from 2022 to the current fiscal year, a total of $75 million 
in expenses have been cut across the three universities. Mostly from reduction in labor by way of 
hiring freezes, reduction in management positions, and voluntary separation programs.   

San Francisco State President Lynn Mahoney stated that a goal of the San Francisco Bay region 
network is to decrease administrative costs and develop new models of university collaboration. 
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The network will integrate transactional activities in four operational areas by January 2026, 
which include human resources, procurement, financial aid, and information technology. 
President Sandeen shared that by forming the network, savings of $6 million to $11 million in 
information technology costs and $800,000 to $1.5 million in procurement and accounts payable 
costs can be achieved.  

It was reported that Deloitte Consulting is assisting with the development of the framework and 
implementation plan, with the three presidents serving as executive sponsors, and San Francisco 
State University Vice President and Chief Financial Officer, Jeff Wilson, serving as project lead. 
The three university presidents are committed to ongoing communication and engagement with 
faculty, staff, and students, including creating a website to share information on the project and 
progress with stakeholders. The network will ensure strict compliance with all existing policies, 
regulations, and collective bargaining agreements. 

Following the presentation Trustee Lopez praised the presidents for their leadership and the 
detailed presentation, emphasizing the importance of meeting the moment with innovative 
solutions. Trustee Arambula expressed enthusiasm for the possibility of this network serving as 
a model across the CSU, and for future opportunities to expand this type of collaboration to offer 
more robust course offerings and student experiences.  

Trustee Yee-Melichar asked about the key performance indicators for the project and reiterated 
the importance of keeping faculty, staff, and students informed. She was informed that key 
performance indicators are still being determined but will include cost savings and avoidance, 
and transaction processing time.   

Trustee Gilbert Laurie suggests considering opportunities for students to access programs and 
opportunities across the three universities. She was informed that the initial focus is on 
administrative and financial functions, but other areas of opportunity will be considered in 
subsequent phases.  

Item 8 – California State University Quarterly Investment Report 

Assistant Vice Chancellor for Financing and Treasury and Risk Management, Robert Eaton, 
reported on the CSU’s investment performance for the quarter that ended on December 31, 2024, 
noting that investments are doing well and performing as expected. He shared that despite a 19% 
drop in the S&P 500 from mid-February 2025 to early April 2025, due to trade and tariff 
announcements, CSU's portfolios only declined by 2% at its lowest point. The total return portfolio, 
with 50% in equities, saw a 9% loss but recovered by mid-May. Furthermore, distributions to 
universities were not expected to be impacted because the methodology used for distributions 
mitigates the effects of significant market volatility to ensure stability in the distributions. 
Executive Vice Chancellor Relyea praised the CSU Investment Advisory Committee for their 
management of the CSU’s investments.  
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Following the presentation Trustee Lopez shared that this item had been placed on the discussion 
agenda due to the recent volatility in the market. However, what was reported is good news and 
shows that CSU investments are well positioned to handle market volatility.  

Trustee Lopez adjourned the meeting of the Committee on Finance. 
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COMMITTEE ON FINANCE 
 
 
2025-2026 Final Budget 
 
Presentation By 
 
Patrick J. Lenz 
Interim Executive Vice Chancellor and 
Chief Financial Officer 
 
Jeni Kitchell 
Assistant Vice Chancellor/Controller 
Finance and Budget Administration 
 
Summary 
 
The CSU faces significant fiscal challenges in 2025-2026:  

• $143.8 million funding reduction approved by the governor and legislature with the option 
to offset with a zero-interest loan  

• Compact funding deferred across multiple years and no new funding for 2025-2026 
• Ongoing state fiscal pressures with potential for additional cuts 
• Fall budget revision uncertainty depending on federal decisions 
• Federal funding risks to Pell Grants and research programs 

 
Despite a 6% tuition increase generating $165 million in new revenue, the CSU still faces an 
increasing budget gap of $164 million due to mandatory cost increases and the state funding 
reductions.   

 
Background 
 
State Fiscal Challenges 
 
California faces a deteriorating fiscal situation with projected deficits in the Special Fund for 
Economic Uncertainties (SFEU) growing to $42 billion by 2028-2029. The Governor’s May 
Revision to the state budget proposed $9.5 billion in program reductions, fund shifts, and outyear 
funding delays. Many of the programs such as In-Home Supportive Services and Medi-Cal serving 
California’s neediest population were severely cut as part of the solutions to balance the 2025-
2026 state budget. Assembly Bill 102 restores some of this funding with zero interest loans, 
deferrals, and relying on additional state General Fund reserves. California is also faced with 
significant proposed federal funding reductions that are currently being considered by Congress. 
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Budget Deliberation Process  
 
The 2025-2026 budget process began with significant uncertainty. The 2024-2025 California 
State Budget warned that the CSU could face up to a $395 million budget reduction in 2025-2026, 
depending on the state's fiscal condition.  
 
Governor’s January Proposal: The Governor’s initial budget proposed an 8% cut to CSU’s General 
Fund appropriation – approximately $375 million – while also proposing to defer the $252 million 
compact funding from 2025-2026 to 2027-2028, which would require CSU to spend equivalent 
one-time funds to advance compact goals.  
 
May Revision: Thanks to advocacy efforts, the Governor’s May Revision significantly reduced the 
proposed cut from 8% to 3% ($143.8 million) while maintaining the compact funding deferral 
proposals. The state’s budget problem had grown to $39.3 billion after accounting for early 
legislative actions.  
 
Legislative Proposals: The legislature ultimately approved the 3% funding reduction with an 
intent to restore funding in 2026-2027, along with compact funding deferrals and additional 
requirements for university turnaround plans and goals for enrollment growth. The legislature 
also approved a zero interest General Fund loan as an option for addressing the 3% ($143.8 
million) budget reduction. 
 
Final Budget Outcome: On June 27, 2025, the governor, senate president pro tempore, and 
assembly speaker reached a three-party consensus on the 2025-2026 state budget. The governor 
signed two pieces of legislation: Assembly Bill 102 and Senate Bill 101, the 2025 Budget Act.  
 
The final budget includes:  

• CSU Funding Reduction: $143.8 million base General Fund reduction for 2025-2026 to be 
restored in 2026-2027. 
 

• CSU Funding Deferrals for Year 4 Compact: Instead of receiving $252.3 million in base 
funding in 2025-2026, the following amounts will be received. 

o 2026-2027 - $100.9 million, ongoing 
o 2027-2028 - $252.3 million, one-time  
o 2028-2029 - $151.4 million, ongoing  

 
• The Director of Finance may authorize a short-term, zero-interest General Fund loan in 

2025-2026 to help CSU manage cash flow impacts from the $143.8 million deferral. 
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• Enrollment Goals: Resident undergraduate enrollment for 2025-2026 is to increase by 
7,152 FTES. The new total expected enrollment for 2025-2026 is 349,999 FTES, reflecting 
more modest growth expectations compared to earlier projections. 
 

• Targeted One-Time Investments: $50.8 million in one-time support for specific legislative 
priorities within the CSU: 

o $806,000 to Northridge to enhance infrastructure for the Student Success and 
Inclusion Center 

o $5 million to help low-enrollment universities expand student outreach and 
recruitment 

o $45 million for Sonoma State as part of a long-term turnaround plan focused on 
boosting enrollment, strengthening academic programs, and aligning degree 
offerings with workforce needs. Funding supports the following initiatives: 
 $16 million over two years to expand the Bachelor of Science in nursing 

program, including enrollment growth, equipment purchases, lab 
expansion, and facility modernization by spring 2027 

 $5 million to expand the Career Center by spring 2027 
 $5 million to establish a new academic program and major in data science 

by fall 2027 
 $2 million to support environmental science programs 
 $8 million over three years to support Sonoma State’s NCAA Division II 

athletics program 
 $9 million over three years to increase enrollment, restore prior funding 

reductions, and launch new academic degrees in consultation with faculty, 
students, and the community 

 
CSU Budget Situation for 2025-2026 
 
Despite a 6% tuition increase generating $165 million in new revenue, the CSU faces a significant 
budget shortfall due to the state's $143.8 million funding reduction and rising operational costs.  
 

 (in millions) 
Tuition Revenue from Rate Increase $165.0 
General Fund Reduction (143.8) 
New Revenue $21.2 
  

Required Operational Costs and SUG (165.0) 
Projected Cost of CSUEU Steps Implementation (20.2) 
  

Increasing Budget Gap 2025-26 ($164.0) 
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We anticipate an increase to the systemwide budget gap of approximately $164 million as we 
start 2025-2026. This budget gap means the CSU cannot adequately fund many priorities 
established in the 2025-2026 Operating Budget Plan. The system will face continued fiscal 
challenges similar to 2024-2025.  
 
Universities must implement cost reduction strategies, use designated balances and reserves, 
and focus on enrollment growth to address these shortfalls. Each university faces distinct fiscal 
pressures alongside institution-specific strategic goals, requiring individualized approaches to 
budget planning and resource allocation.   
 
These ongoing budget constraints compound the significant reductions already implemented 
across the CSU system. During 2023-2024 and 2024-2025, universities made substantial cuts: 
1,430 course sections, 1,208 position cuts, and reductions in student support staff by 7.3%. The 
combination of previous cuts and the anticipated $164 million budget gap creates a 
compounding effect that threatens the CSU's ability to maintain program quality, adequate 
student support services, and operational stability while simultaneously being expected to grow. 
Universities are being forced to make increasingly difficult decisions that may fundamentally alter 
their educational offerings and campus experiences. 
 
Updated Operating Fund Balances 
 
The Operating Fund supports the university’s core functions – classroom instruction, student 
services, administrative operations, and State University Grants – and is funded primarily through 
state General Fund appropriations, tuition, and certain student fees.  
 
As of June 30, 2024, Operating Fund balances for all 23 universities and the Chancellor’s Officer 
were $2.4 billion. This amount includes $1.6 billion in designated balances and $777 million in 
reserves for economic uncertainty. These reserves would support systemwide operations for only 
33 days. The $1.6 billion in designated balances fall into three main categories: 

- $284 million: Capital to repair, replace, and construct academic buildings, infrastructure, 
and equipment 

- $45 million: Catastrophic event costs like fires, floods, and earthquakes 
- $1.389 million: Short-term obligations for open contracts and purchase orders, debt 

service, financial aid, and programs under development 
 
These designated balances and reserves represent one-time resources available for certain non-
recurring expenses and provide financial stability during catastrophic events and times of 
economic uncertainty. Additional information can be found on the CSU’s Financial Transparency 
Portal. 
 
Updated figures as of June 30, 2025 will be reported during the meeting.  

https://www.calstate.edu/csu-system/transparency-accountability/financial-transparency-portal
https://www.calstate.edu/csu-system/transparency-accountability/financial-transparency-portal
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Ongoing Concerns 
 
State Budget Uncertainty 
 
The state’s economic outlook remains volatile. The budget relies on economic assumptions and 
General Fund conditions that can change dramatically over short periods, requiring continuous 
monitoring. Federal funding decisions may necessitate a Special Session of the California 
legislature this fall, which could require revisiting current CSU funding commitments.  
 
Federal Funding Risks 
 
Daily rumors surrounding federal budget deliberations continue to create uncertainty about 
potential impacts on the CSU budget. Key federal concerns include:  

• Pell Grant changes: Potential reductions to eligibility criteria or award amounts affecting 
financial aid for the university's most vulnerable students. 

• Research funding: Approximately $602 million supporting over 3,000 federal grants 
across the system at risk. 

• Additional programs: Reductions to Medicaid, food assistance, and other programs 
affecting our student populations. 

 
Conclusion: Proceed with Caution  
 
While the CSU avoided the initially proposed $375 million budget reduction, the system still faces 
significant challenges with the approved $143.8 million reduction. The university must navigate 
enrollment growth expectations, compensation costs, and other mandatory cost pressures within 
these constrained resources. The Chancellor’s Office and universities will continue preparing 
scenarios for potential additional reductions from federal or state government through their 
budget committees.  
 
The need for continued vigilance in budget planning and maintaining flexibility to respond to 
changing fiscal conditions while managing the system's core operations and commitments 
remains critical. 
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COMMITTEE ON FINANCE 

2026-2027 Operating Budget Planning 

Presentation By 

Patrick J. Lenz 
Interim Executive Vice Chancellor and 
Chief Financial Officer 

Jeni Kitchell 
Assistant Vice Chancellor/Controller 
Finance and Budget Administration 

Summary 

This item provides the CSU Board of Trustees with preliminary assumptions and an initial 
framework for the 2026-2027 Operating Budget Plan priorities. This discussion will shape the final 
budget proposal to be considered by the Board of Trustees for approval in September before 
submitting the plan to the governor and legislature. 

Background 

The following budget strategy is presented to the Board of Trustees for consideration as the 
primary funding request for the 2026-2027 budget year. This recommendation responds to 
current state fiscal conditions, the Budget Act of 2025-2026, and prior input from the Board of 
Trustees, focusing on the most critical and foundational funding needs facing the CSU system. 

The 2026-2027 budget planning occurs within a challenging fiscal environment marked by 
competing state priorities, federal funding uncertainties, and ongoing economic pressures. As 
demonstrated in our recently finalized 2025-2026 budget, the CSU system continues to face 
significant financial constraints, including the $143.8 million base reduction that created 
immediate operational challenges across all universities. 

This broader context underscores a fundamental budget reality identified in the March 2023 
Sustainable Financial Model Workgroup Report: the ongoing challenge of bringing operating 
revenues into alignment with the costs of our shared vision. The Workgroup was specifically 
charged with recommending a multi-year strategy to achieve stable and predictable revenues 
while maintaining affordability and recognizing the differing needs of all CSU universities. 
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Through comprehensive analysis, the Workgroup determined that a $1.5 billion budget gap exists 
between current revenues and the actual costs of operating the CSU system — a gap that cannot 
be closed under existing revenue trends. This shortfall excludes both growing unfunded 
mandates and the estimated $5.8 billion critical capital renewal backlog. 

Since the Workgroup's analysis, the system's financial position has only deteriorated. The 
2025-2026 budget process highlighted how difficult it has become to maintain current service 
levels and honor existing obligations, let alone accommodate new initiatives. Without the stable, 
predictable funding foundation called for in the Workgroup Report, the system cannot effectively 
support its mission or meet compact performance expectations. 

Given these constraints, our 2026-2027 budget strategy prioritizes protecting and strengthening 
our existing commitments rather than expanding into new areas. The focus on restoration and 
compact fulfillment reflects a pragmatic approach — ensuring we can deliver on current promises 
before considering additional priorities, while working toward the revenue-cost alignment 
identified as essential for long-term sustainability. 

The question driving our 2026-2027 recommendations is not whether we can afford new 
initiatives, but whether we can maintain the quality and scope of services we currently provide 
while meeting the performance expectations outlined in our compact agreement. 

Recommendation 

CSU Budget Strategy 

Restoration + Compact Fulfillment of Year 4 
Request: Restore the $143.8 million base reduction from 2025-2026 and fully fund the Year 4 
Compact ($252.3 million). 

Strategic Rationale 

Immediate Financial Stability: Full restoration of the base cut is essential, as the current reduction 
has created a significant shortfall that undermines core operations and student services.  

Compact Integrity: The compact is a two-way commitment. CSU should not be held to compact 
expectations and performance metrics without receiving the corresponding full funding that 
makes those outcomes achievable. 

Long-term Planning Foundation: Addressing ongoing funding instability is critical for effective 
long-term planning. Multi-year funding uncertainty hampers faculty hiring decisions, capital 
planning, and program development, preventing the strategic institutional growth needed to meet 
state priorities.  
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Maximum Flexibility: Compact funding offers the greatest flexibility to meet the shared goals of 
the administration, the legislature, and the CSU. The compact framework inherently supports 
student access, equity, and success through broad-based, outcome-oriented investments that 
align with state priorities. 

Strategic Benefits 
 Create a stable platform for future policy discussions, including potential structural

reforms or targeted investments

 Reverse immediate operational damage from recent cuts

 Strengthen institutional capacity for long-term planning
 Retain quality programs and faculty

 Better serve student needs across all universities

Revenue Source Assumptions 

Supporting new, incremental priorities requires new ongoing revenue from multiple sources. The 
major revenue sources for the budget plan include: (1) restoration of the 2025-2026 state general 
fund reduction, (2) state general fund consistent with full restoration of the Year 4 compact 
commitment, (3) tuition from the scheduled 6% rate increase, and (4) tuition from 1% strategic 
resident enrollment growth. These revenue sources will be further developed for the September 
meeting. 

Revenue Source 
Base 

Funding 
(millions) 

2026-2027 
New Revenue 

(millions) 

Restoration of 2025-2026 General Fund Reduction $4,956 $143.8 

Full Restoration: Compact Year 4 N/A 252.3 

Tuition: Scheduled 6% Rate Increase 2,779 175.0 

Tuition: Student Access & Enrollment Growth (1%) N/A 23.0 

Total New Revenue $594.1 

Priorities for the 2026-2027 Operating Budget Plan 

The $1.5 billion budget gap identified in the 2023 Workgroup Report has worsened significantly, 
growing to an estimated $2.3 billion—an increase of over $775 million in just three years. Factors 
contributing to the expansion include:  

 $143.8 million: Reduced State General Fund

 $310.5 million: Unfunded Compensation Costs
 $142.7 million: 2023-2024 Operating Gap

 $70.5 million: 2024-2025 Operating Gap
 $108.5 million: 2025-2026 Operating Gap
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This expanding gap directly shapes our approach to the 2026-2027 budget. Rather than adding 
new initiatives that would further strain resources, our expenditure priorities focus on protecting 
core operations and addressing the most critical unfunded needs. 

Expenditure Priorities 

The expenditure priorities listed below represent our initial framework for addressing the most 
critical needs within available resources. These priorities will be further refined through additional 
data analysis and feedback from the trustees and other stakeholders, with the revised proposal 
presented for approval at the September 2025 Board of Trustees meeting. 

Expenditure Priority 
Base 

Funding 
(millions) 

2026-27 
Cost 

(millions) 
Notes 

Baseline Commitments 

State University Grant: Tuition Increase $815 $58 Aligns aid with tuition increase 

Health Care Premiums 837 63 Projected CalPERS rate increase 

Maintenance of New Facilities N/A 9 
Est. 370,000 sq ft new buildings 
opening 

Liability & Property Insurance Premiums 123 5 Based coverage program increase 

Utilities 188 21 Based on projected cost increase 

Inflation on Non-Personnel Costs N/A 30 Based on CPI of 2.56% 

2024-25 Faculty & Staff Compensation 
(University Funded) 

N/A 159 Pre-existing commitment 

2025-26 CSUEU Steps Implementation 
(University Funded) 

N/A 20 Pre-existing commitment 

Subtotal: Baseline Commitments $365 

Essential Priorities 

1% Enrollment Growth: 3,500 FTES N/A 56 Marginal cost = $16K/FTES 

State University Grant: Enrollment Growth N/A 8 Aligns aid with enrollment increase 

Faculty & Staff Compensation Pool (3%) 5,916 177 Cost per 1% = $59M 

Debt Service: Facilities & Infrastructure 440 25 
Finances $300M of needed facility 
and infrastructure projects 

CSU Strategic Plan Priorities N/A TBD Objectives at September meeting 

Subtotal: Essential Priorities $266 + TBD 

Total Expenditure Priorities $631 + TBD 
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Facilities and Infrastructure Renewal | $1.1 Billion One-time Funding Request 

The 2026-2027 CSU budget request includes a $1.1 billion appropriation in one-time funding to 
address critical facility and infrastructure projects.  

The CSU continues to face a growing capital renewal challenge, with a deferred maintenance 
backlog exceeding $8.6 billion, posing increasing risks to university safety and operational 
continuity. In addition to the ongoing capital funding request for debt service detailed above, we 
recommend the Board of Trustees pursue this $1.1 billion in new one-time state funding, which 
would address less than 13% of our existing backlog.  

Given the scale and complexity of our capital needs, multiple funding strategies must be used in 
combination with new and creative partnerships. Beyond both ongoing and one-time state 
investments, the Board of Trustees should explore shared-use or intersegmental facility models, 
including joint collaborations with the California Community Colleges, partnerships with the 
University of California and local governments, and the use of state or local bond funding.  

Potential for Difficult 2026-2027 and Beyond 

State leaders included in the Budget Act of 2025 and related documents their intent to implement 
a mix of reductions and deferrals to the CSU operating budget. As a result, the CSU’s general fund 
base appropriation was reduced by 3%, or $143.8 million in 2025-2026 and the compact increase 
of 5% or $252.3 million was deferred from 2025-2026 until 2026-2027 ($100.9 million) and 2028-
2029 ($151.4 million). An additional one-time payment of $252.3 million is intended for 2027-
2028 as a one-time back payment for the deferral made in 2025-2026. The budget did not include 
any mention of ongoing funding for the fifth and final year of the original compact originally 
scheduled for 2026-2027 (estimated at $265 million). 

The CSU budget is challenged with state funding recommendations that are dependent on 
revenue reductions and deferred compact funding. The dual expectation to cut costs and 
increase spending exposes the CSU to significant fiscal risks. If deferral payments don’t 
materialize in the future, there would be additional rounds of cuts that would destabilize the 
university and harm existing students, faculty and staff. Ultimately cuts would reduce the overall 
size of the system, limiting student access and opportunities for student success. The state 
forecasts multi-billion dollar budget deficits each year through 2028-2029. It appears the state 
will be faced with competing budget priorities in an effort to make the deferred payments or 
resume ongoing compact funding in 2026-2027 without economic growth to generate state 
general fund revenue or major reductions in other areas of the budget.  
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Consequences if Expenditure Priorities Not Funded 

If additional funding is not available for each of these expenditure priorities, there will be negative 
consequences. Below are some examples of potential consequences. Some combination of the 
following could occur: 

 The CSU could be challenged in advancing strategies and services that would limit
progress in closing student equity gaps and hinder students on their path to graduation.

 Required operational costs such as health care, insurance, utility, mandates, and
inflationary increases are unavoidable and would require reprioritization from the
instructional or student support areas of the universities.

 Negotiated and pending salary increases, cost-share options on employee benefits, and
additional rounds of employee reductions could all be considered.

 Maintenance backlogs would persist and grow in our critical capital areas. Additionally,
plans for new or modernized innovative academic facilities would be delayed for current
and prospective students.
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