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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 
 

November 18, 2025 
 
Members Present 
 
Julia Lopez, Chair 
Jack McGrory, Vice Chair 
Larry L. Adamson 
Carson Fajardo 
Mark Ghilarducci 
Leslie Gilbert-Lurie 
Darlene Yee-Melichar 
 
Mildred García, Chancellor  
Jack B. Clarke, Jr., Chair of the Board  
 
Trustee Lopez called the meeting to order. 
 
Consent Agenda 
 
The minutes of the July 22, 2025, meeting of the Committee on Finance were approved as 
submitted. 
 
Item 2, California Polytechnic State University, San Luis Obispo Student Success Center Financing 
Approval, was approved as submitted (RFIN 11-25-08). 
 
Item 3 – California State University Annual Investment Report 
 
The CSU’s annual investment report for the year ending June 30, 2025 was presented. The CSU 
held approximately $6.6 billion in investments, comprised of about $2 billion in the liquidity 
portfolio, $1.4 billion in the intermediate duration portfolio, and $3.2 billion in the total return 
portfolio. The portfolios showed good performance for the year and continue to deliver long-term 
value. Highlights included the distribution of $125.6 million in earnings from the total return 
portfolio and an additional $169 million from other portfolios to CSU campuses—funds that are 
dedicated mostly to addressing critical deferred maintenance needs. 
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Following the presentation Trustee Yee-Melichar asked how equitable distribution of the Total 
Return Portfolio (TRP) earnings is accomplished. Assistant Vice Chancellor Eaton responded that  
distribution is based on each campuses’ pro-rata share of funds invested in the portfolio and 
campuses receive earnings proportional to their investment in the portfolio. She also asked if any 
portion of future TRP earnings could be used for emergency, system-wide stabilization given 
fiscal unpredictability. She was informed that it is not allowed; by legislation and statute TRP 
earnings may only be used for one-time capital expenditures, a restriction designed to prevent 
reliance on these earnings for ongoing operations. 
 
Vice Chair Arambula asked AVC Eaton to remind the trustees what portion of the CSU’s $6.6 
billion in investments could be used for other immediate needs. Mr. Eaton explained that most of 
the $6.6 billion is already committed to campus short-term obligations or by statute/policy and 
only $760 million, which serves as the system’s reserves, is available for discretionary use. 
Trustee McGrory added that the board-approved policy requires rainy day reserves of three to six 
months, but current reserves cover only about 32 days. Several trustees expressed concern about 
the adequacy of this reserve given the size, magnitude, and needs of the institution. They further 
discussed some of the trade-offs and need to prepare for future uncertainty, especially 
considering current state and federal fiscal challenges. 
 
Trustee Lopez adjourned the meeting of the Committee on Finance. 
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COMMITTEE ON FINANCE 
 
 
California State University, Long Beach University Student Union Renovation and Expansion 
Financing Approval 
 
Presentation By 
 
Patrick J. Lenz 
Interim Executive Vice Chancellor and 
Chief Financial Officer 
 
G. Andrew Jones 
Acting President 
California State University, Long Beach 
 
Robert Eaton 
Assistant Vice Chancellor 
Financing, Treasury and Risk Management 
 
Summary 
 
This item requests that the California State University (CSU) Board of Trustees authorize the 
issuance of long-term Systemwide Revenue Bonds (SRB), and/or commercial paper (CP) notes, 
and/or related debt instruments, including shorter term and variable rate debt, and floating and 
fixed rate loans placed directly with banks, in an aggregate principal amount not-to-exceed 
$284,935,000 to provide financing for a university capital project: 
 

California State University, Long Beach University Student Union Renovation and 
Expansion 

 
Following the debt issuance for this project, and based upon the projected debt service presented 
herein, the estimated percentage of CSU revenues dedicated to debt service will be 4.8%. 
 
Background 

 
The SRB program provides capital financing for projects of the CSU – student housing, parking, 
student union, health center, continuing education facilities, certain auxiliary projects, and other 
projects, including academic facilities, approved by the Board of Trustees. Revenues from these 
programs and other revenues approved by the Board of Trustees, including CSU operating funds, 
are used to meet operational requirements for the projects and pay debt service on the bonds 
issued to finance the projects. The consolidated pledge of gross revenues to the bondholders 
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strengthens the SRB program and has resulted in strong credit ratings and low borrowing costs 
for the CSU. Prior to the issuance of bonds, some projects are funded through CP, which provides 
greater financing flexibility and lower short-term borrowing costs during project construction than 
long-term bond financing. Proceeds from the issuance of bonds are then used to retire 
outstanding CP and finance any additional costs not previously covered by CP. 
 
Project Description 
 
The California State University, Long Beach University Student Union Renovation and Expansion (the 
“Project”) was approved by the Committee on Campus Planning, Buildings and Grounds in the 2025-
2026 capital outlay program and approved for schematics during the May 2025 Board of Trustees 
meeting. The Project includes the Friendship Walk Stair Improvement project, which was approved 
under delegated authority in April 2025 as an amendment to the capital outlay program and for its 
schematics. The Project includes the renovation of approximately 142,035 gross square feet (GSF) 
of the existing University Student Union (USU) (Building #6 on the University’s master plan). The USU 
is centrally located south of Friendship Walk, between West Campus Drive and East Campus Drive, 
west of the Central Plant, and north of the bookstore. The existing 65-year-old cafeteria building, 
located south of the USU, and a portion of the USU will be demolished. A new two-story, 80,013 GSF 
addition will be built on the demolished site. Additionally, approximately 280,000 GSF of the existing 
site area will be improved for accessibility and fire access. This Project will address over $100 million 
in deferred maintenance, accessibility, seismic, fire/life safety, and code upgrades, and provide much 
needed inclusive student gathering and services spaces.  
 
Project Funding and Financing 
 
The not-to-exceed principal amount of the proposed bonds is $284,935,000, based on a total project 
budget of $325,092,000 with funding of approximately $3.4 million from campus reserves, $3.3 
million from donations and $73,489,000 from student union program reserves. Additional net 
financing costs, such as capitalized interest and costs of issuance (estimated at $40.032 million) 
are expected to be funded from bond proceeds. The campus expects to start site preparation 
construction in February 2026 and completion of the Project in May 2028. 
 
The following table summarizes key information about this financing transaction. 
  

Not-to-exceed principal amount $284,935,000 
Amortization Approximately  

level debt service 
over 30 years 

Projected maximum annual debt service $19,829,050 
Projected debt service coverage ratio including the Project:  
Net revenue – All Long Beach pledged programs: 1 
Net revenue – Projected student union program: 

 
1.97 
1.15 

1. Combines projected 2029-2030 information for all university pledged revenue programs and for the Project. 
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The not-to-exceed principal amount for the Project, the maximum annual debt service, and the 
financial ratios above are based on an estimated all-in true interest cost of 5.79%, which includes 
a cushion for changing financial market conditions that could occur before the permanent 
financing bonds are sold. The financial plan assumes level amortization of debt service, which is 
the CSU program standard. The University’s financial plan projects a student union program debt 
service coverage of 1.15 in fiscal year 2029-2030, the first full year of operations, which is better 
than the CSU benchmark of 1.10 for university pledged revenue programs. The overall debt 
service coverage ratio for the University for the first full year of operations is projected to be 1.97, 
which is better than the CSU benchmark of 1.35 for a university. 
 
Recommended Action 
 
The following resolution is recommended for approval: 
 

RESOLVED, by the Board of Trustees of the California State University, that: 
 
The request from California State University, Long Beach to obtain financing in 
the amount of $284,935,000 as described herein is approved. 
 
In coordination with CSU’s Office of General Counsel, Orrick, Herrington & 
Sutcliffe LLP, as bond counsel, has prepared resolutions distributed to the Board 
of Trustees prior to this meeting that authorize interim and permanent financing 
for the California State University, Long Beach University Student Union 
Renovation and Expansion described in this agenda. The proposed resolutions 
will achieve the following: 
 
1. Authorize the sale and issuance of the Trustees of the California State 

University Systemwide Revenue Bonds, and/or the sale and issuance of 
commercial paper notes, and/or the issuance of related debt instruments, 
including shorter term debt, variable rate debt, floating rate loans placed 
directly with banks, or fixed rate loans placed directly with banks, in an 
aggregate principal amount not-to-exceed $284,935,000 and certain actions 
relating thereto.  

 
2. Provide a delegation to the Chancellor; the Executive Vice Chancellor and 

Chief Financial Officer; the Assistant Vice Chancellor, Budget Administration 
and Finance; and the Assistant Vice Chancellor, Financing, Treasury, and Risk 
Management; and their designees to take any and all necessary actions to 
execute documents for the sale and issuance of the commercial paper notes, 
the revenue bonds, and the related debt instruments. 
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COMMITTEE ON FINANCE 

 
 
2025-2026 Student Fee Report 
 
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 information item reports the annual campus-based mandatory fees as required by policy. 
Campus-based mandatory fees are required for enrollment under the authority of the president 
once established by the chancellor. Fee rates for 2025-2026 by university and type are included 
in Attachment A. The 2025-2026 average systemwide campus-based mandatory fees are  
$2,194 per student which is an increase from 2024-2025 of $213 per student (10.8%). 
 
Overview  
 
The California State University Student Tuition and Fee Policy authorizes the chancellor to 
establish campus-based mandatory fees for certain activities. Attachment B includes a list of the 
six student fee categories authorized by CSU policy. Also, the policy has delegated to each 
university president approval and adjustment authority for most types of fees while ensuring 
accountability and appropriate and meaningful consultation with students. Specific examples of 
accountability are the establishment of a university fee advisory committee and annual reporting 
requirements to the committee and Chancellor’s Office. 
 
Before a university proceeds with a fee change, the chancellor must approve the process. The 
president determines the consultation method, either a student referendum, required for certain 
fees, or alternative consultation if that method will better achieve meaningful student input. The 
president demonstrates to the fee advisory committee the reasons for the chosen method. During 
the consultation phase, the university chief financial officer develops a statement of revenues 
and expenditures. Students receive materials regarding the fee adjustment presenting objective 
analysis and statements for and against the proposed fee. Consultation occurs with the university 
faculty senate, student body association, and other constituencies. The results of the 
consultation or referendum inform the fee advisory committee and president. The fee advisory 

https://calstate.policystat.com/policy/14548905/latest
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committee makes a recommendation to the president who has final authority to approve the 
adjustment or request chancellor approval for new fees. 
 
Each campus-based mandatory fee serves a specific purpose, ensuring targeted investment in 
areas that directly benefit, or have been expressly requested by the student community. 
Consisting of seven distinct types, campus-based mandatory fees include charges for health 
facilities, health services, instructionally-related activities, student body association, student body 
center, student success, and materials, services and facilities – including those dedicated to new 
student orientations. These fees support programs, personnel, facilities, and services beyond the 
scope of tuition or state appropriations. The revenue generated is directed toward student-
centered initiatives, aligning with student needs and enhancing the educational experience. 
 
2025-2026 CSU Student Fee Report 
 
This report provides comprehensive information about campus-based mandatory fees, including 
a summary of prior-year revenues and expenditures and fee rates for each university. 
 
Revenues 
 
CSU universities collected $918 million of campus-based mandatory fees in 2024-2025. The 
revenue collected from the seven fee types is displayed in the chart below. Student centers and 
student success account for more than half of the fee revenue. 
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Expenditures 
 
Unlike tuition revenue or state general funds, which can be used for various expenditures, 
campus-based mandatory fees are used for specific purposes. The following pie chart shows 
expenditures by category and percentage. The two largest expenditure categories are salaries 
and benefits and student body center and organization operations.   
 

 
 
Rates 
 
The 2025-2026 average systemwide campus-based mandatory fees are $2,194 per student. Each 
university has individual fee rates that support specific programs and facility needs, and there are 
varying reasons and factors each university president considers when evaluating changes to their 
mandatory fees. Systemwide average campus-based mandatory fees increased between  
2024-2025 and 2025-2026 by an average of 10.8% or $213 per student. Modest tuition and fee 
increases, along with federal, state, and institutional financial aid programs continue to keep the 
CSU an affordable option for students from all socio-economic backgrounds. Overall, 79% (over 
369,000) of CSU students received financial assistance. 
 
On average over the past 10 years, universities have increased an average of three of the seven 
fee types annually. Health services and student center fees typically experience yearly increases. 
Many universities have authorized annual incremental increases through student referendum or 
alternative consultation processes to keep pace with inflation, tied to either the Higher Education 
Price Index (HEPI) or California Consumer Price Index (CPI). Most fee increases result from 
HEPI/CPI adjustments or the expansion of services and facilities. 
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The following table compares campus-based mandatory fees at each university for the  
2024-2025 and 2025-2026 academic years. As shown in the table, the systemwide average of 
campus-based mandatory fees increased by $213 (10.8%). The comparable California inflation 
rate was estimated at 3% in 2024-2025. Campus-based mandatory fees differ based on university 
and student priorities, and services and facilities offered. 
 

 
 
The average annual increase in campus-based mandatory fees over the past 10 years (from  
2015-2016 to 2025-2026) was 5%. Four of the seven fee types (health facilities, health services, 
instructionally-related activities, and student body association) have had average increases 

University 2024-25 2025-26 Increase Percent 
Bakersfield $2,003 $2,046 $43 2.1%
Channel Islands $1,075 $1,146 $71 6.6%
Chico $2,388 $2,446 $58 2.4%
Dominguez Hills $1,370 $1,408 $38 2.8%
East Bay $1,499 $1,539 $40 2.7%
Fresno $1,257 $1,774 $517 41.1%
Fullerton $1,386 $1,514 $128 9.2%
Humboldt $2,313 $2,374 $61 2.6%
Long Beach $1,290 $1,888 $598 46.4%
Los Angeles $1,080 $1,084 $4 0.4%
Maritime $3,475 $3,475 $0 0.0%
Monterey Bay $1,695 $1,695 $0 0.0%
Northridge $1,374 $1,400 $26 1.9%
Pomona $1,697 $1,697 $0 0.0%
Sacramento $1,934 $2,564 $630 32.6%
San Bernardino $2,004 $2,117 $113 5.6%
San Diego $2,644 $2,730 $86 3.3%
San Francisco $1,762 $1,874 $112 6.4%
San Jose $2,326 $2,396 $70 3.0%
San Luis Obispo $6,077 $7,000 $923 15.2%
San Marcos $1,998 $2,004 $6 0.3%
Sonoma $2,540 $2,612 $72 2.8%
Stanislaus $2,158 $2,240 $82 3.8%
Weighted Average $1,981 $2,194 $213 10.8%

Comparison of 2024-25 and 2025-26                                                          
Campus-Based Mandatory Fee Rate Totals by University
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below inflation levels. The other three types have averaged higher increases due to a variety of 
reasons: 

• Student center fees have increased due to new or expansions to student unions and 
wellness facilities at universities. 

• Three universities added student success fees in 2014-2015, bringing the total to twelve 
universities. When first implemented, universities started at low levels, and many had not 
started programmed fee increases, which occurred over the subsequent years. There 
have been no new student success fees since 2014-2015. 

 
Fee increases in 2025-2026 occurred for several reasons. In addition to inflationary increases, 
there were increases at some universities for new or enhanced services or facilities. Fresno, Long 
Beach, Sacramento, and San Luis Obispo had the largest increases. Fresno increased their 
instructionally-related activities fee to help enhance student learning opportunities, strengthen 
student support services, and enrich student life. Long Beach increased their student body center 
fee to assist with the new University Student Union construction. Sacramento increased their 
instructionally-related activities fee to help support intercollegiate athletics, student employment 
opportunities, culture resource centers and recreational sports. San Luis Obispo’s materials, 
services, and facilities fee increased due to an increase in their college-based fee, which provides 
student financial aid and funding for high investment instructional programs. 
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2025-2026 Academic Year Campus-Based Mandatory Fee Rates by University and Category 

 

University
Health 

Facilities
Health 

Services

Instructionally 
Related 

Activities

Materials, 
Services & 
Facilities

Student 
Success

Student 
Association

Student 
Center

Total Campus-
Based Mandatory 

Fees
Bakersfield $6 $401 $183 $62 $0 $474 $920 $2,046
Channel Islands 6 230 271 165 0 150 324 1,146
Chico 6 580 448 226 0 170 1,016 2,446
Dominguez Hills 6 294 50 5 560 143 350 1,408
East Bay 6 426 129 3 240 129 606 1,539
Fresno 6 320 759 46 0 69 574 1,774
Fullerton 8 211 95 95 477 195 433 1,514
Humboldt 68 784 674 348 0 136 364 2,374
Long Beach 10 176 182 10 346 156 1,008 1,888
Los Angeles 6 312 134 5 298 54 275 1,084
Maritime 14 890 130 2,231 0 210 0 3,475
Monterey Bay 0 246 254 315 0 180 700 1,695
Northridge 6 162 48 0 260 262 662 1,400
Pomona 6 269 40 0 447 127 808 1,697
Sacramento 60 368 1,010 0 0 182 944 2,564
San Bernardino 33 475 199 15 222 173 1,000 2,117
San Diego 50 486 580 50 518 70 976 2,730
San Francisco 82 588 300 264 0 108 532 1,874
San Jose 84 380 0 40 778 228 886 2,396
San Luis Obispo 13 803 398 3,364 1,062 411 949 7,000
San Marcos 40 360 80 244 500 150 630 2,004
Sonoma 50 526 638 50 0 312 1,036 2,612
Stanislaus 34 474 430 366 0 198 738 2,240
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Fee Categories and Authority 

 
The CSU Student Tuition and Fee Policy includes six fee categories. 
 
Category I – Systemwide mandatory tuition and fees 
Systemwide tuition and fees are the same across the system. Examples include systemwide 
tuition, nonresident tuition, the graduate business professional fee, and the admissions 
application fee. The Board of Trustees retains authority to set and adjust these fees. 
 
Category II – Campus-based mandatory fees  
Campus-specific fees are charged to all students to enroll at a specific CSU university. Examples 
include student association, student body/recreation center, and health services fees. The 
chancellor is delegated authority to establish Category II fees, and each president is delegated 
the authority to adjust or abolish these fees on their university. Each university president is 
responsible for assuring that appropriate and meaningful consultation and/or student 
referendum occurs before proposing a new fee or adjusting an existing fee. To measure student 
support, a referendum is encouraged for new Category II fees and is required by state statute for 
certain types of Category II fees. If a referendum is not required, and the president determines 
that a referendum is not the best mechanism to achieve appropriate and meaningful consultation, 
alternative forms of consultation may be used. By way of a student referendum, students often 
initiate the creation and increase of certain types of Category II fees, such as associated student 
fees, student success fees, and student recreation center fees. 

 
Category III – Course-specific fees for materials and services 
Category III fees are for course materials and services that are charged to enroll in a specific 
course. Examples include laboratory and field trip fees. Each president, after consulting with the 
university’s fee advisory committee, is delegated authority to establish, adjust, and abolish these 
fees (within a pre-approved range). 

 
Category IV – Fees, other than Category II or III, paid to receive materials, services,  
or for the use of facilities 
Category IV fees are for other services, materials, and use of facilities that are charged to students 
for administrative and processing purposes. Examples include transcript fees, library fines, and 
replacement identification cards. Each president is delegated authority to establish, adjust, and 
abolish these fees. 

 
Category V – Fees paid to self-support programs 
Category V fees are for self-support programs and charged to participating students and 
employees. Examples include parking, housing, and Professional and Continuing Education 
(PaCE). Each president is delegated authority to establish, adjust and abolish these fees.  
 
 
 

https://calstate.policystat.com/policy/16681992/latest
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Category VI – Systemwide voluntary fees 
This category only applies to the California State Student Association (CSSA) Student 
Involvement & Representation Fee, which is a voluntary fee charged to students to expand 
opportunities for student involvement and representation. The chancellor is delegated authority 
to adjust the Student Involvement & Representation Fee for inflationary purposes if necessary. 
 
Each summer at the start of the next academic year, universities report all fees charged for the 
upcoming year as well as fee revenues collected and fee fund balances for the prior year to the 
Chancellor’s Office. 
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COMMITTEE ON FINANCE 
 
 
CSU Fiscal Health Monitoring  
 
Presentation By 
 
Patrick J. Lenz 
Interim Executive Vice Chancellor and 
Chief Financial Officer 
 
Jeni Kitchell 
Assistant Vice Chancellor/Controller 
Finance and Budget Administration 
 
 
Summary 
 
In August 2025, the Chancellor’s Office (CO) implemented a systemwide Fiscal Health Monitoring 
process to strengthen early identification of fiscal and enrollment challenges across the 
California State University (CSU) system and to comply with recently enacted state reporting 
requirements. This process establishes clear expectations, promotes consistent fiscal practices, 
and enables the CO to provide targeted support based on emerging risks and effective strategies. 
 
While the 2025 Budget Act requires only universities experiencing sustained enrollment declines 
to submit state-mandated turnaround plans, the CO directed all universities to participate in the 
Fiscal Health Monitoring process. This broader approach supports consistent multi-year 
forecasting, promotes systemwide learning, and allows the CO to elevate practices demonstrated 
to be effective at universities with stable or improving enrollment. 
 
The CSU continues to face fiscal and operational pressures driven by enrollment volatility, 
demographic shifts, and rising costs. While conditions vary across universities, common themes 
have emerged that require coordinated oversight and clear expectations for monitoring progress. 
 
Under the 2025 Budget Act, universities with sustained enrollment declines were required to 
develop turnaround plans, in consultation with university stakeholders and community partners, 
and submit it to the CO by December 31, 2025. Each plan must include: 
 

• Strategies to increase enrollment, with expected outcomes, results to date, timelines, and 
associated one-time and ongoing costs; 

• Additional strategies under consideration; 
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• Five-year enrollment projections; and 
• Cost-saving strategies with expected and achieved savings, timelines, and any further 

reductions under consideration. 
 
The CO will prepare a consolidated report identifying cost-reduction strategies, particularly those 
involving management efficiencies and improved coordination, as well as strategies to increase 
student demand and enrollment, based on the submissions from the seven universities that have 
experienced sustained enrollment declines (Channel Islands, Chico, Dominguez Hills, East Bay, 
Humboldt, San Francisco, and Sonoma). This consolidated report will be submitted to the 
Department of Finance and Legislature by March 1, 2026.  
 
Background 
 
Process Overview 
 
The Fiscal Health Monitoring process began with a review of key fiscal and enrollment indicators, 
including resident enrollment trends, workforce ratios, operating fund performance, cost 
efficiency measures, and enterprise fund strength. Based on this analysis, the CO issued Fiscal 
Action Plan (FAP) instructions to all universities.  
 
All universities developed and submitted FAPs in October, which included enrollment strategies, 
multi-year budget projections, cost reduction initiatives, and responses to any identified fiscal 
health concerns. The CO then held individual meetings with each university to review plans, 
provide guidance, and confirm alignment between proposed actions and identified risks. 
 
Universities with more significant or sustained fiscal or enrollment challenges will meet with the 
CO more frequently, allowing for ongoing assessment of progress, evaluation of strategy 
effectiveness, and adjustment of expectations as needed. 
 
In accordance with state requirements, the CO will prepare a consolidated report for the 
Department of Finance and the Legislature by March 1, 2026, summarizing turnaround plans for 
universities with sustained enrollment declines. FAPs from the remaining universities will 
continue to be monitored internally to support transparency and consistent oversight. 
 
Through this process, the CSU has established a structured and proactive approach that 
strengthens fiscal stewardship, improves accountability, and enhances the system’s ability to 
support universities experiencing fiscal or enrollment pressure. 
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Enrollment 
 
All universities were required to address enrollment as part of their FAP. Universities experiencing 
enrollment growth identified practices contributing to improvement to support systemwide 
learning. Universities with sustained enrollment declines, or those projected to fall more than 5% 
below enrollment targets, were required to submit detailed multi-year enrollment plans.  
 
Many universities continue to experience enrollment volatility driven by demographic decline, 
increased competition, weakened transfer pipelines, and regional cost pressures affecting 
student persistence. Even historically stable universities face new uncertainty, while universities 
in smaller regional markets are experiencing more significant and prolonged challenges. Many 
universities are also in the early stages of leveraging Customer Relationship Management (CRM) 
software systems and data analytics to evaluate the effectiveness of their enrollment strategies.  
 
Universities identified several strategies intended to stabilize or grow enrollment. These include 
strengthening community college partnerships; expanding outreach to non-resident and adult 
learners; reengaging stopped-out students; refining academic programs to better align with 
workforce needs; and elevating enrollment management roles to the cabinet level. Some 
universities also noted a shift toward improving yield rather than increasing application volume. 
In addition, several universities are developing real-time dashboards and CRM-based insights to 
identify at-risk segments, forecast trends, and guide targeted interventions. 
 
The effectiveness of these strategies will be evaluated through improvements in persistence, 
application and yield rates, transfer volume, and enrollment in high-demand programs. Clear 
metrics and multi-year projections will enable the CO to monitor measurable progress toward 
enrollment stabilization and recovery. 
 
Financial Position 
 
Operating Fund: The second major indicator of fiscal health is the operating budget. Many 
universities continue to report structural deficits driven by rising salary and benefit costs, 
unfunded mandates, declining tuition revenue at low-enrolled universities, and the need to 
maintain essential operations. While reserve balances have supported short-term needs, they are 
not sufficient to address ongoing structural gaps. Long-term fiscal sustainability will depend on 
whether current actions resolve these underlying imbalances rather than temporarily masking 
them. 
 
Universities are employing a range of approaches to stabilize their operating budgets. These 
include workforce management strategies such as voluntary separation programs, hiring freezes, 
reassessment of assigned time, and position eliminations; operational consolidations and 
organizational assessments; and targeted reductions in discretionary spending, including IT 
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leasing programs, memberships and subscriptions, duplicate software, and vehicle fleets. Several 
universities have also expanded budget oversight to strengthen financial discipline and 
accountability. 
 
The central question for assessing long-term sustainability is whether these measures generate 
recurring savings that close structural gaps. The CO will continue monitoring recurring savings, 
workforce redesign outcomes, and progress against multi-year targets to ensure university plans 
are durable and that short-term solutions do not obscure ongoing challenges. 
 
Housing: Student housing remains an area of elevated financial risk for multiple universities. 
Several housing programs are not meeting debt service coverage ratio requirements, and some 
have negative balances. Occupancy variability, unaddressed facility renewal costs, and fixed debt-
service obligations continue to contribute to financial strain. Many universities also face 
mismatches between housing price points and student affordability, increased market 
competition, or excess capacity resulting from overestimated enrollment growth. 
 
Despite these challenges, student housing also presents strategic opportunity. Some universities 
with unmet demand are leveraging partnerships with community colleges, athletics programs, 
and other groups to increase occupancy and stabilize revenue. Universities are also considering 
emerging approaches such as reconfiguring existing room density and designing future housing 
to support more traditional, cost-effective models. 
 
The CO will continue working with universities to ensure that long-term housing strategies 
incorporate sustainable financial planning, realistic occupancy assumptions, and capital 
investment approaches aligned with reasonable enrollment projections. 
 
Athletics: Athletics programs continue to require a significant institutional subsidy at many 
universities. Growing operating costs, increased compliance obligations, and limited revenue 
generation are creating sustained financial pressure. Several universities have also implemented 
student fee increases to support athletics, impacting overall affordability. Some university 
athletics programs currently have deficit balances further straining institutional budgets and 
capacity. 
 
Universities are evaluating the appropriate scale of their athletics programs and identifying 
emerging approaches to improve efficiency while maintaining compliance and supporting 
student life. This includes enhanced monitoring of subsidy levels, operational trends, and 
alignment with institutional capacity to ensure long-term sustainability. 
 
The CO will continue monitoring athletics budgets to assess institutional subsidy levels, financial 
trends, and the extent to which program size and resource commitments align with overall 
university capacity. 
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Auxiliaries  
 
Auxiliary organizations, including student unions, dining, sponsored programs, and foundations, 
are experiencing financial stress as revenues closely tied to student activity levels decline 
alongside enrollment. Fixed financial commitments, including debt service and long-term 
contracts, further limit operational flexibility. Some universities have already begun to restructure 
auxiliary operations or reassess financial obligations, particularly where capital projects or 
service agreements assumed higher enrollment levels than current trends support. 
 
Additional risks have emerged beyond revenue pressures. Federal funding uncertainty threatens 
future research activity and indirect cost recovery at some universities. Several universities also 
identified staffing expertise and capacity limitations within auxiliaries, which increase compliance 
risks and can lead to audit findings. Without effective mitigation, challenges in auxiliary 
operations could create broader financial exposure for the university and potentially compromise 
core campus functions. 
 
Universities are pursuing several emerging approaches to stabilize auxiliary operations. These 
include restructuring and more closely aligning auxiliary and university operations, expanding 
shared services, and adjusting financial obligations such as dining contracts to reflect current 
enrollment realities. 
 
The CO will continue evaluating auxiliary financial plans to ensure alignment with enrollment 
projections and to monitor potential risks that could affect overall university fiscal sustainability. 
 
Conclusion  
 
The Fiscal Health Monitoring process provides a consistent, structured, and proactive framework 
for evaluating fiscal and enrollment conditions across the 22 universities. Through systematic 
data review, multi-year planning requirements, and targeted follow-up, the CO has strengthened 
its ability to identify emerging challenges, promote transparency, and support long-term fiscal 
stewardship. 
 
This process directly supports CSU Forward, the system's strategic plan, by advancing 
performance objectives related to the strategic priority of affordability and financial viability 
through strengthened operational and resource management capacity. By ensuring sound fiscal 
practices and sustainable operations across all universities, the Fiscal Health Monitoring process 
helps maintain the financial foundation necessary to deliver on CSU Forward's broader 
commitments to student success and access. 
 



FIN 
Agenda Item 4 
January 26-28, 2026 
Page 6 of 6 
 

   
 

This ongoing cycle will allow the CO to refine expectations, share effective approaches, and 
enhance processes over time. The CO will provide the Board of Trustees with annual updates on 
systemwide progress, areas of concern, and any actions needed to maintain financial 
sustainability across the CSU. 
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Summary 
 
This item summarizes the 2026-2027 state budget proposal and its impact on California State 
University’s (CSU) ability to serve California students and support the state’s economic vitality. 
 
California’s State Budget Fiscal Challenges 
 
Challenges within California’s budget outlook. The Legislative Analyst’s Office (LAO) California 
Fiscal Outlook begins the state’s annual budget cycle by providing an early forecast for 
California’s economy and its impact on the state budget. In November 2025, the LAO suggested 
that California faces a $18 billion General Fund structural deficit in fiscal year 2026-2027.   This 
deficit is based on unsustainable tax income driven by AI-related stock market gains and a 
projected $7 billion increase in expenditures to meet constitutional requirements under 
Propositions 98 and 2.  Finally, the LAO also projects the structural deficit to grow to $35 billion 
in fiscal year 2027-2028. 
 
The Department of Finance reported that November revenue projections show cash receipts were 
$454 million (3.9%) above projections for personal income tax.  Cumulative tax receipts to date 
are $9.1 billion (6.5%) above the May Revision budget assumptions, as follows: 

• Personal income tax receipts were $543 million (8.4%) above forecast in November and 
$7.3 billion (8.5%) above forecast cumulatively since April, driven largely by strong 
withholding and lower refunds. 

• Withholding growth remains strong at 8.1% year to date, compared to 4.4% assumed in 
the Budget Act forecast. 

• Sales and use tax receipts were $169 million (4.6%) below forecast in November and  
$359 million (1.5%) below forecast cumulatively since April. 

• Corporation tax receipts were $59 million below forecast in November but remain  
$115 million above forecast cumulatively since April. 

• Other revenues exceeded forecast by $66 million in November and are $1.9 billion above 
forecast cumulatively since April, primarily due to federal disaster-related cost recovery. 
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While the Governor’s Budget proposal is roughly balanced for 2026-2027, it projects a $22 billion 
deficit in 2027-2028. The Administration notes some of the same risks the LAO identified: the 
surging stock market may not be sustainable, and federal policies and actions may cause more 
challenges to the state budget in the coming months and years.  The Department of Finance 
indicates that it may propose spending reductions or other actions in the May Revise to address 
the 2027-2028 deficit, which could signal significant changes to the January proposal in just a 
few months. 
 
2025-2026 CSU Budget Outcome 
 
The Governor's January 2025 State Budget included an 8% reduction of $375 million to the CSU. 
The Governor’s May Revision changed the reduction to 3% or $143.8 million. Final legislative 
action and Governor’s approval included: 

• $143.8 million (3%) base budget reduction,  
• $143.8 million zero-interest “one-time” loan, with repayment June 30, 2026, 
• $45 million in one-time funding for Sonoma State, 
• $5 million in one-time funding for low enrollment universities, 
• $100.9 million Year 4 Compact funding deferred to the 2026-2027 fiscal year, 
• Required report on low-enrollment universities 

 
The CSU made a determination to accept the $143.8 million zero-interest loan to address CSU 
employee compensation on a one-time basis in the 2025-2026 fiscal year.   
 
2026-2027 CSU Operating Budget 
 
In September 2025, the CSU Board of Trustees approved a 2026-2027 budget plan with a 
request for state General Fund that included: 

• Restoration of the $143.8 million base budget reduction 
• Year 4 compact funding of $252.3 million  
• $1.1 billion in one-time funding for deferred maintenance 

 
The Governor’s January budget proposes funding for the CSU in 2026-2027 as follows: 

• Restores the $143.8 million 2025-2026 base budget reduction  
• Provides $100.9 million in partial Year 4 Compact funding, and continues to defer the 

remaining $151.4 million until 2028-2029 
• Provides $264.8 million for full Year 5 Compact funding  
• Offers a $143.8 million zero-interest “one-time” loan, with repayment due June 30, 2027 
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Overall, the Governor’s Budget assumes higher state revenues than the LAO had previously 
projected, and reports about a $3 billion deficit in 2026-2027 and higher deficits in the out years.  
A key discussion point during the spring budget hearings in the Legislature will revolve around 
whether to consider current revenue growth as sustainable over the long term. If the governor’s 
budget proposals are adopted, we would be unable to fund $30 million from our 2026-2027 
Budget Plan: 
  

REVENUE 

Budget 
Request 

Governor’s 
Proposal 

State General Fund: Restore 2025-26 Reduction $144 $144 
State General Fund: Compact Year 4 $252 101 
State General Fund: Compact Year 5  265 
Tuition: 6% Rate Increase $176 176 
Tuition: 1% Enrollment Growth 25 25 
Subtotal, New Revenue $597 $711 
      
 
BASELINE COMMITMENTS   
State University Grant - Tuition Rate Increase $59 $59 
Health Premiums 22 22 
Maintenance of New Facilities 13 13 
Liability & Property Insurance Premiums 5 5 
Utilities 18 18 
Inflation of Non-Personnel Costs 28 28 
2024-2025 Faculty & Staff Compensation 159 159 
2025-2026 CSUEU Steps Implementation  20 20 

   
ESSENTIAL PRIORITIES   
Enrollment Growth (1%) 58 58 
State University Grant - Enrollment Growth 8 8 
Faculty & Staff Compensation Pool (3%) 177 177 
Debt Service: Facilities & Infrastructure 25 25 
CSU Strategic Plan Priorities 5 5 
Subtotal, New Uses $597 $597 
    
Unallocated Funds $0 $113 
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Conclusion 
 
We want to express our deep appreciation to Governor Newsom and the Department of Finance 
for the critical funding needed to address the Board of Trustees, 2026-2027 CSU mandatory costs 
and budget priorities.  This investment will allow CSU to address student access, compensation 
issues, and critically needed funding for capital renewal and infrastructure. This is also a 
recognition that CSU plays an essential role in providing the educated workforce that drives the 
success of California as the world’s fourth largest economy. The CSU and our stakeholders look 
forward to working with the Governor and the legislature through the 2026-2027 budget 
deliberations to sustain investment in CSU students, faculty, staff, and administration during this 
challenging fiscal environment.  
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