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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 6, 2026
Members Present

Julia Lopez, Chair

Jack McGrory, Vice Chair
Larry L. Adamson
Carson Fajardo

Mark Ghilarducci

Leslie Gilbert-Lurie
Darlene Yee-Melichar

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

Trustee Lopez called the meeting to order.
Consent Agenda

The minutes of the March 10, 2026, meeting of the Committee on Finance were approved as
submitted.

ltem 2, California State University, Monterey Bay Conceptual Approval of a Public-Private
Partnership for a Solar Project, was approved as submitted (RFIN 05-26-04).

Item 3, California State University Quarterly Investment Report was an information item.

Item 6 — 2026-2027 CSU Operating Budget Update

Interim Executive Vice Chancellor Patrick Lenz provided a brief update on the state’s revenue
conditions and the 2026-2027 CSU Operating Budget. He reported that overall California General
Fund receipts have increased by approximately $1.5 billion. Fiscal year-to-date revenues
increased by $8.6 billion with growth primarily driven by stronger personal income tax and
corporate tax collections.
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Mr. Lenz stated that although the Governor's May Revision had not yet been released as of the
date of this meeting, ongoing legislative discussions appeared favorable for CSU funding. Based
on current trends, CSU is cautiously optimistic that the Governor's January budget proposal of
$509.5 million for CSU will not be reduced. In addition, he shared that there is an effort in the
legislature to increase CSU funding by an additional $151.4 million to fully fund the fourth year of
the compact agreement.

Following the presentation, Trustee Lopez thanked CSU leadership, faculty, students, and
advocacy groups for their coordinated efforts in communicating CSU priorities to legislators and
state officials. In preparation for upcoming Sacramento meetings, she requested refined talking
points for the trustees after the release of the Governor's May Revision.

Trustee Adamson asked about the potential influence of the Legislative Analyst’s Office (LAO)
recommendations on legislative committees. Mr. Lenz responded that some LAO
recommendations are narrowly focused on one-year budget cycles and do not fully reflect CSU’s
long-term enrollment and planning realities. He added that CSU leadership continues advocating
for a “budget year plus one” enrollment funding model that better aligns with admissions
timelines and institutional planning. Lenz expressed confidence that the Legislature continues to
recognize CSU’s value and importance to the state economy.

Trustee Lopez adjourned the meeting of the Committee on Finance.
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COMMITTEE ON FINANCE

Approval of a Public-Private Partnership Affordable Housing Project at San Diego State
University—Mission Valley

Presentation By

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

Adela de la Torre
President
San Diego State University

Robert Eaton
Assistant Vice Chancellor
Financing, Treasury, and Risk Management

Summary

This agenda item requests approval of the key terms of a ground lease agreement with the project
developer for the Mission Valley Affordable Housing Project #2 (the “Project”), a public-private
partnership development at San Diego State University (SDSU).

Background

At its January 2020 meeting, the Board of Trustees authorized the acquisition of the 133-acre
Mission Valley site on behalf of SDSU. Concurrent with this authorization, the Board of Trustees
also approved the Campus Master Plan, certified the Final Environmental Impact Report (EIR) for
SDSU Mission Valley, and approved financing for the site acquisition and infrastructure
improvements through the CSU’s Systemwide Revenue Bond program. The site plan authorized
development of approximately 1.6 million square feet of research and innovation uses, more than
80 acres of parks and open space, up to 4,600 housing units, 95,000 square feet of retail space,
a 35,000-capacity multi-use stadium, and a hotel.

In November 2020, the Board of Trustees approved the utilization of public private partnership
structures to finance the development plan, the ground lease revenues from which would be used
to repay the principal and interest on the debt issued to acquire and improve the site. These public
private partnerships will be developed over time and are expected to be completed in 2039.
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The purchase and sale agreement with the City of San Diego obligates SDSU to deliver 10% of all
residential units on site as income-restricted affordable housing. To that end, in March 2022,
SDSU initiated a competitive request-for-qualifications process which resulted in proposals
submitted by fifteen interested affordable housing developers, of which six were shortlisted and
invited to submit proposals through a competitive request-for-proposals process. A campus-wide
committee and colleagues from the Chancellor's Office conducted a thorough review of
proposals, held meetings and interviews with the respective development teams and completed
final scoring of the proposals.

In March 2023, the committee selected Chelsea Investment Corporation (the “Developer”), a fully
integrated for-profit affordable housing developer in San Diego County, with experience in
developing approximately two-thirds of similar, inclusionary housing in San Diego County over the
last 20 years. The Developer’'s proposal included the development of two phases of affordable
housing units on a single parcel within the site.

In November 2023, the Board of Trustees approved the key terms of a ground lease and
schematic design of the Phase 1 project. The Phase 1 project broke ground in May 2026. As part
of the final ground lease terms, the Developer was required to meet certain obligations in order
to proceed with the Phase 2 Project. Upon financial close and start of construction of Phase 1,
the Developer met all Phase 2 obligations as called for in the Phase 1 ground lease. As such,
SDSU has agreed to pursue the Phase 2 Project with the Developer, which is the Project presented
in this agenda item.

The Project will consist of the construction of 76 dwelling units (75 income restricted units and
one manager unit) for households with incomes averaging 50% of the area median income. The
Project will be located on the SDSU Mission Valley site and is designed for large families. There
will be 37 one-bedroom units, 20 two-bedroom units, and 19 three-bedroom units, ranging in size
from 513 to 1,046 square feet. The design of the Project serves the tenant population by providing
appropriately sized units in an accessible building with both indoor and outdoor community
spaces, creating an open and inviting environment. The Project has been designed to enhance
efficiency of resources and occupant health and wellness through LEED Gold Certification.

Total development costs associated with the Project are estimated to be approximately
$48,545,000 ($638,750 per unit) which includes all direct and indirect costs, financing costs, other
prepaid fees, and the capitalized land value including infrastructure improvements. Excluding the
land value, infrastructure improvements, and prepaid fees, Project costs are estimated to be
$38.4 million. Schematic Design is expected to be approved by the Assistant Vice Chancellor for
Capital Planning, Design and Construction under delegated authority.



FIN

Agenda Item 2
July 20-22, 2026
Page 3 of 4

Summary of Key Agreement Terms

The key terms for the Project are substantially similar to those approved by Board of Trustees
and negotiated with the Developer for the Phase 1 project.

) The CSU will lease the land to the Developer for a term of 75 years with no options to
extend or renew, except by mutual agreement by the parties. At the end of the lease
term, ownership of the improvements will be transferred to the CSU.

) The Developer will be responsible for financing, designing, constructing, operating, and
maintaining the Project for the lease term.

° The Developer will finance the Project based upon multiple sources including California
Debt Limit Allocation Committee tax-exempt bonds, Federal Four Percent Tax Credits
and State Tax Credits.

° Annual ground rent will be set at a proportionate share of 50% of available residual cash
flow. Initially, SDSU’s receipt of cash flow is in the form of a loan note based upon the
value of the land and the Project’s pro-rata portion of the infrastructure installed as part
of the site development project, plus simple interest at 3% annually.

° After the SDSU contribution and any other public agency loans are repaid, but no later
than year 55, annual ground rent will be 50% of residual cash flow, or 10% of gross
revenues, whichever is higher.

° At the time a building permit is issued, Developer is to pay SDSU a residential impact fee
of $1.2 million related to traffic mitigation and park development, as well as a one-time
up-front payment of $688,000 for eighteen years’ worth of common area maintenance
fees.

° Rental rates will be based on 30%-60% of the average median income (maximum
average of 50%) for at least 55 years.

Educational Benefits

At full build out of the site development plan, SDSU Mission Valley will help support an enrollment
expansion of up to 15,000 FTEs at San Diego State University over time. Upon repayment of
system-wide revenue bonds previously issued for the initial site development and infrastructure,
excess ground lease revenue can be used to support SDSU Mission Valley and other university
research and educational priorities. Additionally, the residential units developed according to the
SDSU Mission Valley master plan will help bring relief to the current San Diego housing crisis
which impacts SDSU students, faculty, and staff.

Additionally, as with the Phase 1 Project, the CSU Faculty and Employee Housing Act of 2024 will
apply to the Phase 2 Project, which allows for the units to be prioritized for income eligible SDSU
faculty or employees. The CSU Faculty and Employee Housing Act of 2024, authored by California
State Assemblymember Chris Ward, gives CSU campuses access to the low-income housing tax
credit program to develop affordable housing on CSU-owned land for faculty and staff.
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Recommended Action
The following resolution is recommended for approval:
RESOLVED, by the Board of Trustees of the California State University, that:

1. The development of the Mission Valley Affordable Housing Project #2 through
a public-private partnership at San Diego State University, as described in this
Agenda Item 2 of the July 20-22, 2026 meeting of the Committee on Finance
is approved, and that the chancellor, the executive vice chancellor and chief
financial officer, and their designees are authorized to execute the agreements
necessary to complete the transaction.

2. The development of affordable housing at San Diego State University Mission
Valley is consistent with the Mission Valley Campus Master Plan approved by
the Board of Trustees in January 2020.

3. The Project will benefit the mission of the California State University.
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COMMITTEE ON FINANCE

2026-2027 Final Budget
Presentation By

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

Mark Martin
Assistant Vice Chancellor
Budget Planning and Advocacy

Summary

The final 2026 Budget Act provides the California State University with significant new state
funding, eliminating a reduction from 2025 and approving $509.5 million in new ongoing state
support, when compared to the current year. The state’s augmentation, coupled with increased
tuition revenue, allows the CSU to cover mandatory cost increases and address priorities
including student access, employee compensation, facilities issues, all driven by the four
performance objectives of the CSU Forward strategic plan: strengthening the CSU'’s role as an
economic mobility engine for the state and nation, providing sustainable affordability for
students, being the employer of choice in higher education, and enhancing the CSU’s statewide
impact.

Despite this strong funding, the CSU continues to face numerous fiscal challenges, and the state’s
budget outlook is uncertain. In addition, CSU's five-year compact with the Newsom
Administration comes to an end, and it is unclear what the higher education priorities and funding
philosophy will be of Governor Newsom'’s successor. The CSU was among only a handful of state
agencies that are seeing increased state funding in 2026-2027, and it is difficult to predict what
future state budgets will prioritize.

Background
Evolution of the State Budget

California’s state budget condition continued to be volatile and unpredictable during this budget
cycle. In November 2025, the Legislative Analyst’s Office (LAO) projected an $18 billion state
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budget deficit for the 2026-2027 fiscal year, and $35 billion deficits in 2027-2028 and beyond. At
that time, the LAO noted that personal income taxes — the largest source of revenue for the state
— were surging, but the surge did not seem sustainable, and the LAO suggested state program
costs were rising at a much higher rate than revenues needed to cover these expenses. In
January, the Governor’'s Budget assumed some of the revenue gains and included $42 billion
more in available state General Fund for the budget window than the 2025 Budget Act had
projected. Strong state revenues continued through the Spring, and the Governor's May Revision
included $16 billion more in state revenue than the January proposal. Despite robust revenues,
both the Governor's January proposal and May Revision included spending reductions in areas
such as health care and housing and included out-year budget deficits.

Importantly, the final Budget Act included three actions that will increase state revenue by about
$5 billion ongoing: an increase of the tax imposed on health plans, a new tax on digital software,
and a cap on business tax credit. The final budget included about $251.5 billion in overall state
General Fund spending, and included increased spending on housing, health care, food banks and
In-Home Supportive Services, when compared to the administration’s proposals. Education —
both K-12 and higher education — was one of the only areas of the budget that received increased
state support for 2026-2027, when compared to the current year. Both the administration and
Legislature noted the final budget included revenue increases and some spending reductions to
ensure a balanced budget in both the 2026-2027 and 2027-2028 fiscal years, but deficits are
projected in 2028-2029 and beyond. As part of the budget agreement, the administration and
legislature agreed to place a constitutional amendment on the ballot that will likely increase state
budget reserves.

Budget Process
The CSU Board of Trustees adopted a 2026-2027 budget plan in September 2025, kicking off the

budget cycle. The plan included $597 million in new spending, as shown below.

BASELINE COMMITMENTS ($323.7M)

State University Grant - Tuition Rate Increase $59
Health Premiums 21
Maintenance of New Facilities 13
Liability & Property Insurance Premiums 5
Utilities 18
Inflation of Non-Personnel Costs 28
2024-2025 Faculty & Staff Compensation 159

2025-2026 CSUEU Steps Implementation 20
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ESSENTIAL PRIORITIES ($273.4M)

Enrollment Growth (1%) $58
State University Grant - Enroliment Growth 8
Faculty & Staff Compensation Pool (3%) 177
Debt Service: Facilities & Infrastructure 25
CSU Strategic Plan Priorities 5
Subtotal, New Uses $597

Totals may not sum due to rounding

In Sacramento, the 2026-2027 budget process began and ended much differently than the
previous year when the CSU faced a $385 million ongoing reduction proposed in January 2025.
After significant advocacy and discussion with the Legislature, the final 2025 Budget Act included
a $143.8 million reduction and a one-time loan option intended to cover the reduction. The
Administration’s January 2026 proposal came as the state found itself with much healthier
revenues than previously anticipated, and the proposed CSU budget was aligned with most of the
revenue promises of the compact. Legislators expressed support for the proposal and discussed
fulfilling the entire funding promised by the compact, but the final 2026 Budget Act landed at the
same funding level as proposed in January.

Governor’s January Proposal:
e Restoring the $143.8 million 2025-2026 base budget reduction
e Providing $100.9 million in partial Year 4 Compact funding, and deferring the remaining
$151.4 million until 2028-2029
e Providing $264.8 million for full Year 5 Compact funding
e Offering another $143.8 million zero-interest “one-time” loan, with repayment due June 30,
2027. This proposal would allow the CSU an additional year to pay off the 2025-2026 loan.

May Revision: Thanks in part to significant advocacy efforts throughout the spring by CSU and
its stakeholders, the Governor's May Revision remained unchanged from the January Proposal.
The only additional proposal affecting the CSU was the Administration's plan to reduce CSU
reporting requirements by consolidating certain reports and changing some from annual to
biennial reporting.

Legislative Proposals: Both houses held numerous hearings on 2026-2027 CSU budget issues.
The Legislative Analyst’'s Office appeared at most of these hearings and recommended a lower
funding level than the governor’s proposal, noting concerns about the state’s overall budget
position. Legislative interest focused largely on access issues and the differing enrollment and
demand levels throughout the system.
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Final Budget Outcome: On June 26, 2026, the governor, senate president pro tempore, and
assembly speaker reached a three-party consensus on the 2026-2027 state budget. The governor
signed three main pieces of legislation on June 29, 2026, after they were approved in both houses:
Assembly Bill 109 and Senate Bills 110 and 111, which constitute the 2026 Budget Act, and
several other bills related to the Budget Act, often referred to as trailer bills.

The final budget includes:

e The Administration’s proposed level of ongoing funding, including restoration of the
$143.8 million 2025-2026 base budget reduction, $100.9 million in partial Year 4 Compact
funding, $264.8 million for full Year 5 Compact funding.

e An offer to extend the $143.8 million zero-interest “one-time” loan, with repayment due
June 30, 2027.

e Continued deferral of the final compact components. Three payments are scheduled: a
one-time payment of $252.3 million in 2027-2028 to cover missed Year 4 Compact
funding; $151.4 million in ongoing funding beginning 2028-2029, representing the final
ongoing amount of Year 4 Compact funding; and $143.8 million in 2027-2028 to cover the
loan repayment from the 2025-2026 funding reduction.

e Consolidation of five legislative reports into two reports.

e Additional reporting requirements regarding the Turnaround Plans for campuses facing
enrollment declines, requiring annual checkup reports for four years unless campuses
reach their enrollment target, and a requirement that CSU provide campus enrollment
targets each Spring.

e Budget bill language that asks CSU to prioritize enrollment growth funding for high-
demand campuses and sets a resident undergraduate enroliment expectation for 2026-
2027 to increase by 1%, or 3,511 full-time equivalent students (FTES).

Targeted One-Time Investments:

e $5.4 million in one-time funding for a project to support increased faculty and student
international exchanges and partnerships between California and Mexican universities.

e $1 million in one-time support from the Department of Health Care Access and
Information to Cal Poly, San Luis Obispo to complete a study of physician access and
need in San Luis Obispo County and in the Central Coast region, including the feasibility
of a medical school in partnership with the University of California or ways to expand
medical residencies in San Luis Obispo County.

CSU Budget for 2026-2027

The final CSU budget for 2026-2027 includes $710.5 million in new operating funds when
compared to 2025-2026, with increases coming from three sources: $509.5 million in increased
state funding, $175.8 million in new revenue from the tuition increase, and $25.2 million from 1%
enrollment growth.
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These funds fully support the 2026-2027 Board of Trustees Budget Plan, covering $323.7 million
in baseline commitments and $273.4 million in essential priorities, while also enabling enhanced
investment in CSU Forward. CSU expenditures are organized below by CSU Forward’s four
performance objectives.

Investing in CSU Forward ($710.5 million)

Amount

Performance Objective e Expenditures Purpose
(in millions)
Economic Mobility 458 Enrollment: Student Access, 1% increase in full-time equivalent (FTE)
Engine ($81M) Persistence & Completion student enrollment
. . Expand flexible programs for adult
Innovative Academic
$10 learners and undergraduate research and
Programs .
durable skills programs
$13 Maintenance of New Ensure modern facilities that prepare
Facilities students for workforce readiness
Sustainable $59 State University Grant: Increase SUG funding to offset tuition
Affordability ($149M) Tuition Increase increases for eligible students
8 State University Grant: Expand SUG funding to support
Enrollment Increase increased enrollment
85 Liability and Property Address rising insurance costs across
Insurance Premiums the CSU system
818 Utilities Offset increased utility costs
$28 gﬁ;on on Non-Personnel Address inflationary increases
$15 Strategic Shared Services & Invest in systemwide shared services
Infrastructure and operational efficiencies
$10 Data and Infrastructure Strengthen enterprlse data capabilities
and technology infrastructure
35 Bachelor of Education: Support implementation of the new
Degree Development Bachelor of Education degree program
Employer of Choice $177 Faculty & Staff Compensation Fund a 3% pool to support recruitment
($377) Pool and retention (1% = $59M)
621 Health Premiums Cover.lncreases in employee health
benefit costs
2024-25 Compensation Previously-agreed to compensation
$159 L .
(University Funded) increase
$20 2025-26 CSUEU Steps Step structure implemented fall 2025

(University Funded)
Statewide Impact Cover debt service on systemwide bonds

($50M) Debt Service: Facilities and to fund appr_oxmately $600 m|_II|on in
$50 deferred maintenance and capital
Infrastructure . ;
improvements that modernize campuses
and expand capacity
Unallocated Revenue Funding to address emerging strategic
($54M) 854 Designated for emerging CSU  priorities including the Strategic
Forward priorities Enrollment Management Framework and

Student Success Framework
Totals may not sum due to rounding
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Other Higher Education Issues: The final 2026 Budget Act also included the following actions
impacting the CSU:

e Support for the Middle Class Scholarship financial aid program was reduced for the
program in 2026-2027. This action would reduce per-student support for CSU students
from $3,224 to $2,482.

e Support for the Golden State Teacher Grant program was augmented by $16.2 million in
ongoing federal funds to support grants for special education teaching candidates, and
$10 million in one-time state General Fund to support grants for teaching candidates in
high-need fields, such as math and science.

e Anincrease in the age limit for the Community College Entitlement Transfer Program from
28 to 30, which will allow about 1,000 community college students per year transferring
to four-year universities, including CSU, to receive a Cal Grant when they transfer.

e Support for 2.5% enrollment growth at California Community Colleges, which will support
about 27,000 more community college students in 2026-2027.

Conclusion

The 2026-2027 State Budget provides strong support for the CSU, restoring the prior year
reduction and fulfilling most of the new revenue promised by the compact with the Newsom
administration. Increased revenue enables the CSU to advance CSU Forward, including
expanding economic mobility, maintaining affordability, investing in employees, and
strengthening the CSU’s statewide impact. Despite this progress, universities continue to face
significant fiscal pressures and a large gap remains between existing spending and the resources
needed to serve existing students, expand enrollment, and meet California’s evolving workforce
needs.

The state’s economic outlook remains uncertain. Strong state revenue through surging personal
income tax remains likely to slow at some point, and the final 2026 Budget Act continues to
project state deficits in 2028-29 and beyond. The LAO notes that the state cannot cover its current
programs if program costs continue to rise as projected Given this significant uncertainty around
state budget revenues, and a new Administration developing the 2027-2028 State Budget after
November elections, CSU faces a challenge in making outyear state revenue assumptions beyond
2026-2027.

Accordingly, continued fiscal discipline, prudent budget planning, and the flexibility to respond to
changing fiscal conditions will remain essential as the CSU advances its strategic priorities while
maintaining core operations and commitments.
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COMMITTEE ON FINANCE

2027-2028 Operating Budget Planning
Presentation By

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

Mark Martin
Assistant Vice Chancellor
Budget Planning and Advocacy

Summary

This item presents the California State University Board of Trustees with preliminary assumptions
and an initial framework for the 2027-2028 Operating Budget Plan. This discussion will shape the
final budget proposal, which will be presented to the Board of Trustees for approval in September
before submission to the governor and legislature. Supporting the proposed 2027-2028 budget
priorities will require an additional $565 million above the current $9.4 billion operating budget,
an overall 6% increase.

The proposed budget framework aligns with CSU Forward, the strategic plan that positions the
CSU as the social mobility and economic engine of California and the nation. The budget
recommendations address two categories of need: mandatory baseline commitments required
to sustain current operations, and essential priorities that advance CSU Forward’s goals of
student success, affordability, workforce readiness, and statewide impact.

Background

The following budget strategy is presented to the Board of Trustees for consideration as the
primary funding request for 2027-2028. While California's economy remains resilient and recent
state revenues have exceeded projections, both the Department of Finance and Legislative
Analyst's Office continue to forecast structural budget challenges in future years as expenditure
growth exceeds ongoing revenue growth. CSU and higher education were among the few areas
to receive state spending increases in 2026-2027, but there are numerous uncertainties going
forward that make it difficult to project future state investment in CSU, including the election of a
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new governor in November. Notably, the five-year compact with Governor Newsom is no longer
in place. This recommendation reflects the current state fiscal conditions, the 2026 Budget Act,
and prior input from the Board of Trustees, focusing on the most critical and foundational funding
needs facing the CSU system.

The CSU continues to face significant financial pressures associated with employee
compensation, health care, insurance, inflationary cost increases, deferred maintenance, and
ongoing operational needs. These challenges are consistent with findings identified by the
Sustainable Financial Model Workgroup, which concluded in 2023 that a substantial gap exists
between ongoing revenues and the resources necessary to fully support the CSU's mission and
long-term strategic objectives. The Chancellor’'s Office and all universities continue to address
these cost pressures through multiple initiatives, including the Strategic Shared Services
Initiative, which seeks to improve collaboration across the system to reduce administrative costs,
and the Fiscal Health Monitoring process, an ongoing collaboration between the Chancellor’s
Office and universities to identify and address enrollment, budget and auxiliary challenges.

In addition to state budget uncertainty and the CSU’s internal fiscal pressures, changes at the
federal level continue to create challenges for higher education funding. The federal Pell Grant
program, which provides financial aid to more than 200,000 CSU students, faces a structural
deficit that could reduce support for students. In addition, federal grant terminations have
resulted in approximately $161 million in systemwide funding losses, including $43.4 million from
terminated Hispanic-Serving Institutions (HSI), Minority-Serving Institutions (MSI), and Asian
American and Native American Pacific Islander-Serving Institutions (AANAPISI) awards affecting
19 universities and 29 grants.

To maintain core operations, address unavoidable cost increases, and advance CSU's strategic
priorities, the CSU will need $565 million in additional funding for 2027-2028: $347 million in state
General Fund support and $218 million in tuition revenue.

Proposed CSU Expenditure Plan

CSU Forward, supported by the Student Success Framework and Strategic Enrollment
Management Framework, provides the roadmap for advancing social mobility, educational
attainment, and workforce development. Achieving these goals requires stable, predictable, and
sustained funding to expand innovative programs, attract and retain a diverse student population,
and provide student-centered support from enrollment through graduation and career or graduate
school placement. The CSU must continue investing in student access, affordability, faculty and
staff excellence, and critical infrastructure while addressing mandatory cost increases that
support ongoing operations.
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Accordingly, the 2027-2028 budget recommendations are organized around two categories:
Baseline Commitments and Essential Priorities. Together, these investments advance CSU
Forward'’s four performance objectives:

Economic Mobility Engine
Sustainable Affordability
Employer of Choice
Statewide Impact

The following summarizes how CSU’s proposed $565 million investment for 2027-2028 advances
each of CSU Forward’s four established objectives.

1. Economic Mobility Engine

Enroliment: Student Access, Persistence, and Completion - $70,000,000. Increase
enrollment by 1% (3,900 FTES) through the Strategic Enrollment Management Framework
by directing funding to high-demand programs and universities while improving student
retention. Expanding enroliment is the most direct way the CSU advances social mobility
by increasing educational attainment and preparing more Californians for the workforce.

Innovative Academic Programs - $10,000,000. Build on investments made in 2026-2027
by developing industry-aligned microcredentials programs in collaboration with industry
partners; expanding online programs for adult learners, and increasing faculty-mentored
undergraduate research and durable skills programs. These investments create flexible
career-integrated learning pathways for nontraditional students seeking programs that
lead directly to employment, while expanded research experiences strengthen student
retention and give graduates a competitive edge in the job market.

Maintenance of New Facilities - $10,000,000. Support the operation and maintenance of
an estimated 390,000 square feet of new facilities opening in 2027-2028. These
investments ensure students have access to modern, technology-enabled learning
environments that support academic success and workforce preparation.

2. Sustainable Affordability
Demonstrate that public higher education can deliver inclusive excellence while remaining
financially sustainable. This objective commits to ensuring all students from families earning
under $§75,000 graduate debt-free, implementing systemwide shared services, achieving
operational efficiency, and enabling 25% of students to access courses across campuses.

State University Grant (SUG): Tuition Rate Increase - $63,000,000. The SUG program
provides need-based financial aid to more than 150,000 undergraduate and graduate
students. Through a combination of federal, state, and institutional aid programs,
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including SUG, CSU currently graduates approximately 65% of students debt-free. This
investment would allow CSU to graduate a greater share of lower-income students debt-
free, directly advancing CSU Forward’s commitment to sustainable affordability and
equitable access to quality education.

+ State University Grant (SUG): Enrollment Increase - $10,000,000. This funding would
support the estimated need-based financial aid required for a 1% increase in enrollment,
bringing total SUG expenditures in 2027-2028 to more than $940 million. It ensures that
enrollment growth does not come at the expense of affordability, preserving access to the
CSU for the low-income students it is intended to serve.

+ Data and Infrastructure - $10,000,000. Building on investments made in 2026-2027, the
CSU would develop a systemwide Common Curriculum Management System and
modernize its data infrastructure. This would enable real-time analysis of student
outcomes, operational performance, and financial health across all 22 universities. The
investment supports CSU Forward’s commitment to operational efficiency and evidence-
based decision-making, allowing the system to track progress toward graduation rate
goals, identify resource gaps, and direct support where it is needed most, all while
maintaining the cybersecurity and privacy standards required to protect student data.

+ Bachelor of Education: Degree Development and Implementation - $5,000,000.
Continuing investments begun in 2026-2027, the Board of Trustees approved a four-year
Bachelor of Education, which would allow students to receive a BA and a teaching
certificate in four years, instead of the traditional five. The benefits of this program include
increased enrollment in educator programs, improved completion rates, shorter degree
lengths, greater workforce diversity, and stronger regional workforce alignment. Funding
would allow five universities to develop degree programs and provide financial aid for
students.

+ Liability and Property Insurance Premiums - $16,000,000. Insurance premiums are
projected to increase by 12% due to rising costs across the higher education sector.
Providing new funding to cover these increases, rather than redirecting funds from
academic programs or student services, reflects CSU Forward’s commitment to
responsible financial stewardship while protecting the quality of the student experience.

» Inflation on Non-Personnel Costs - $32,000,000. CSU estimates a $32 million increase
in costs driven by inflation, based on a 3.47% rise in the Consumer Price Index, on items
such as IT hardware and software, contractual services, and supplies. Funding this cost
pressure directly preserves the operational capacity that undergirds every campus
program and student service. Without this investment, campuses would be forced to
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reduce spending in areas that directly affect student success — undermining the
affordability and access goals at the heart of CSU Forward.

3. Employer of Choice
Establish the CSU as the premier destination for education professionals by investing in the
development, retention, and satisfaction of its 63,000+ faculty and staff. This includes
modernizing talent management, building systemwide leadership and change-management
capabilities, and positioning the CSU as a national model for higher education employment.

Faculty and Staff Compensation Pool - $236,000,000. CSU would set aside resources to
support a 4% compensation pool, subject to collective bargaining. Competitive
compensation is the foundation of CSU Forward’s Employer of Choice objective — it is the
single most important tool for attracting and retaining the talented faculty and staff whose
expertise, dedication, and innovation drive student success. Without sustained
investment in compensation, CSU risks losing the educators and professionals whose
work makes the system'’s transformational goals achievable.

Health Premiums - $53,000,000. CSU would use these resources to cover the projected
6.5% increase in employer-paid health care premiums. Comprehensive, affordable
benefits are a core component of the competitive total compensation package CSU must
offer to remain a premier employer of choice in higher education. This investment signals
the CSU’s commitment to the wellbeing of its workforce — and to sustain the professional
excellence that CSU Forward requires.

4. Statewide Impact
Leverage the collective power of 22 universities to amplify individual campus excellence and
build the CSU’s statewide influence. The plan targets 60% brand recognition of CSU’s
excellence, engagement of 100,000+ alumni in student career advancement, and recognition
of the CSU as the strategic partner for regional economic development across California’s
eight economic regions.

Debt Service: Facilities and Infrastructure - $50,000,000. CSU would build on the 2026-
2027 base budget of $490 million by establishing a second round of capital funding to
address both facility needs and deferred maintenance. This $50 million investment is
projected to generate approximately $600 million in capital capacity, addressing health
and safety deficiencies in aging campus buildings and developing new infrastructure to
modernize programs across the state. A well-maintained, modernized physical presence
on campuses in every region of California reinforces the CSU’s role as a statewide anchor
institution — signaling to communities, employers, and policymakers that the CSU is a
lasting, invested partner in California’s future.
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CSU's preliminary framework includes baseline commitments necessary to sustain current
operations, as well as essential priorities that support student access and success, affordability,
workforce excellence, and statewide impact. These priorities will continue to be refined through
additional analysis and stakeholder feedback prior to Board consideration in September.

Base 2027-28

Expenditure Priority (S in millions) Funding Cost Notes

Baseline Commitments
State University Grant: Tuition Increase $874 $63 Aligns aid with tuition increase

Health Care Premiums 865 53 Projected CalPERS rate increase
Est. 390,000 sq ft of new

Maintenance of New Facilities n/a 10 A~ k
buildings opening
Liability & Property Insurance Premiums 130 16 Est coverage program increase
Inflation on Non-Personnel Costs n/a 32 Basedon 3.47% CPI
Subtotal: Baseline Commitments $174

Essential Priorities

1% Enrollment Growth: 3,900 FTES n/a $70 Marginal cost = $17,700/FTES

State University Grant: Enrollment Growth n/a 10 Allgns aid with enrollment
increase

Faculty & Staff Compensation Pool (4%) 5,886 236 Cost per 1% = $59M

Finances $600M of needed
facility and infrastructure projects
Programs to address workforce
needs, support adult learners and

Debt Service: Facilities & Infrastructure 490 50

Innovative Academic Programs n/a 10 .
increase undergraduate research
and durable skills programs
Develops a systemwide Common

Data and Infrastructure n/a 10 Curriculum Management System
and modernizes data
infrastructure

Bachelor of Education: Degree Development n/a 5 Supports implementation of new
degree program

Subtotal: Essential Priorities $391

Total Expenditure Priorities $565
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Revenue Source Assumptions

To support the expenditure priorities outlined above, the preliminary budget plan assumes $565
million in total new revenue for 2027-2028, drawn from three sources: a $347 million ongoing
increase in state General Fund support (6% above the 2026-2027 General Fund base of $5.6
billion), $189 million in new tuition revenue from the tuition rate increase, and $29 million in new
tuition revenue due to 1% enrollment growth.

CSU Operating Budget ($ in millions)
2026-27 Base Funding $9,422
Total New Revenue (6%) +$565
State General Fund Increase $347
Tuition Rate Increase (6%) $189
Tuition Revenue from 1% Enrollment Growth $29

2027-28 Proposed Funding $9,987

These assumptions are preliminary and will continue to be refined as additional information
becomes available.

One-time Funding

Based on 2025 Budget Act language, a one-time back payment of $252.3 million from the state
is scheduled for CSU in 2027-2028, as well as a one-time payment of $143.8 million to cover the
loan repayment due on July 1, 2027. The loan repayment does not represent new state funding,
as itis intended to backfill the loan the CSU owes the state. The other payment could be available
to the system as one-time funding if the new Administration chooses to honor language agreed
to by the Newsom Administration.

Facilities and Infrastructure Renewal

The CSU continues to face substantial capital renewal needs and deferred maintenance
obligations that exceed available resources. The deferred maintenance backlog could reach $9.6
billion by 2027-2028, and it grows by about $407 million per year without additional funding. In
addition, the system’'s five-year capital outlay plan continues to identify about
$31 billion in capital projects needed to modernize campuses and replace outdated buildings.

Recent requests for one-time deferred maintenance funding have not been included in the final
state budget. This budget plan includes a multi-year funding request, consistent with a framework
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recommended by the LAO, that seeks $407 million per year over three years, totaling just over
$1.2 billion, to address CSU’s deferred maintenance backlog. Under the LAO framework, the plan
identifies a target level for preventing further increases to CSU’s existing backlog within a set time
period, supported by dedicated annual state funding.

Consistent with prior Board of Trustees discussions, the CSU will continue to pursue additional
state investments, debt financing authority, and partnership opportunities to address aging
infrastructure, health and safety deficiencies, and modernization of academic facilities across all
22 universities. There is some legislative interest in a state general obligation bond for higher
education facilities that could be placed on the 2028 ballot.

Consequences if Priorities Are Not Funded

If additional funding is not available for these priorities, universities will be required to redirect
resources from instructional programs and student support services to address unavoidable
operating costs.

Potential impacts include:
e Constraints on the ability to achieve CSU Forward objectives
e Reduced progress toward closing student equity gaps.
e Delayed graduation and student success initiatives.
e Increased pressure on compensation and employee benefit programs.
e Continued growth in deferred maintenance backlogs.
e Delays in academic modernization and workforce-aligned program expansion.
e Reduced enrollment capacity and diminished access for California students.

Conclusion

The state’s General Fund condition for 2027-2028 remains uncertain, and CSU faces numerous
fiscal challenges. At the same time, CSU has developed an ambitious strategic plan that will allow
it to better serve the state and students, but the plan will require significant new resources. This
proposed plan seeks to acknowledge likely limits on new state funding by seeking a 6% increase
in state support, which could be combined with increased tuition revenue to meet both rising
costs and systemwide needs around CSU Forward implementation.
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