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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

July 22, 2026
Members Present

Julia I. Lopez, Chair
Jack McGrory, Vice Chair
Larry L. Adamson
Carson Fajardo

Wenda Fong

Mark Ghilarducci

Mildred Garcia, Chancellor
Diego Arambula, Chair of the Board

Trustee Lopez called the meeting to order.
Consent Agenda

The minutes of the May 6, 2026, meeting of the Committee on Finance were approved as
submitted.

Item 2, Approval of a Public-Private Partnership Affordable Housing Project at San Diego State
University-Mission Valley, was approved as submitted (RFIN 07-26-05).

Discussion Agenda
Item 3 - 2026-2027 Final Budget

Assistant Vice Chancellor Mark Martin presented the final 2026-2027 state budget outcome for
the CSU. The Budget Act provides $509.5 million in additional ongoing state General Fund support
and extends the $143.8 million zero-interest loan for one year, with repayment due June 30, 2027.
Together with $175.8 million in new tuition revenue and $25.2 million associated with 1%
enrollment growth, the CSU will receive $710.5 million in new operating support for
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2026-2027. The new resources fully fund $323.7 million in baseline commitments and $273.4
million in essential priorities, while allowing additional investments aligned with the four CSU
Forward performance objectives. The plan includes approximately $81 million for the economic
mobility engine objective, $149 million for sustainable affordability, $377 million for employer of
choice, and $50 million for statewide impact. An additional $54 million remains available for
emerging CSU Forward priorities.

Although the budget represents a significant improvement over the prior year, Mr. Martin noted
continuing risks. California remains dependent on volatile personal income tax revenue, state
deficits are projected beyond 2027-2028, the five-year compact with the Newsom Administration
is ending, and the incoming administration may establish different higher education priorities.

Following the presentation, Trustee Lopez thanked students, faculty, staff, leadership, and labor
partners for their coordinated advocacy. She acknowledged that the CSU will continue to face a
gap between available revenue and the cost of operations, noting that approximately 91% of new
revenue received since 2021 has supported compensation and health premium costs, leaving
campuses to absorb other fixed and inflationary costs. She stated that the 2026-2027 allocations
begin important work under CSU Forward but must be implemented with long-term financial
sustainability in mind. Chair Arambula expressed appreciation to the governor, Legislature and
CSU partners for prioritizing higher education. He underscored the significance of the 91%
compensation and health benefit figure, stating that the investment reflects the Board of
Trustees' commitment to the employees who serve students.

Trustee Martinez asked if the CSU would pursue another multiyear compact with the next
governor or use a different budget strategy. She was informed that staff will engage with both
gubernatorial campaigns and evaluate the advantages and risks of multiyear commitments,
particularly when economic conditions can delay promised funding. Trustee McGrory recognized
the important role of CSU labor unions in securing the budget. He cautioned campuses against
building ongoing expectations from a favorable one-year outcome. He requested future
discussion of the campus full-time-equivalent student funding formula and the funding lag
experienced by campuses that increase enrollment before related state support is received.
Trustee Lopez agreed that the Board of Trustees should review both issues before the next
legislative session.

Trustee Rodriguez requested clarification regarding the zero-interest loan. Mr. Martin explained
that the state funding effectively pays off the prior-year loan while extending a comparable loan
through June 2027.

Item 4 - 2027-2028 Operating Budget Planning
Assistant Vice Chancellor Mark Martin presented the preliminary framework for the 2027-2028

CSU Operating Budget Plan and requested feedback from the trustees before the final plan
returns for approval in September. The proposed framework totals $565 million, consisting of
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$174 million in baseline commitments and $391 million in essential priorities. Preliminary revenue
assumptions include approximately $347 million in additional state General Fund support, $189
million from the scheduled tuition rate adjustment, and $29 million from 1% enrollment growth.

The proposed investments continue the CSU Forward priorities established in the 2026-2027
budget: approximately $90 million for the economic mobility engine objective, $136 million for
sustainable affordability, $289 million for employer of choice, and $50 million for statewide
impact. Mr. Martin emphasized that stable and predictable state support is necessary to sustain
these priorities and meet mandatory operating costs.

CSU's facilities and infrastructure needs were reviewed. The deferred maintenance backlog
exceeds $9 billion and grows by approximately $407 million each year, while the five-year capital
outlay plan identifies about $28 billion in needs across the 22 universities. Staff proposed seeking
a one-time state investment of $407 million annually for three years to prevent the backlog from
growing, together with a broader strategy that could include renewed state investment and a
higher education facilities bond.

Following the presentation, Trustee Lopez noted that scheduled tuition revenue would barely
cover fixed costs without additional state General Fund support and urged the CSU to make a
strategic case for adequate state investment. Trustee McGrory asked how repayment of the
$143.8 million would be handled. Mr. Martin stated that the repayment was not included in the
proposal and that state funding is currently programmed for that purpose, although the transition
to a new administration creates uncertainty.

Trustee McGrory characterized the capital backlog as an urgent threat and asked staff to evaluate
alternatives, including a constitutional amendment that could allow the CSU to present a facilities
bond directly to statewide voters. Trustee Clarke agreed and asked that the issue not be deferred
through another planning cycle. Chancellor Garcia committed to having staff return at an
upcoming meeting with options and recommendations. Trustee Adamson questioned whether
$407 million annually would be sufficient because it would only prevent further growth of the
backlog. He urged consideration of solutions that would materially reduce the existing need.

Trustee Ghilarducci recommended developing a realistic, measurable, multiyear campaign in
partnership with the Legislature. He suggested identifying first-, second- and third-year projects,
bringing policymakers to campuses to see conditions firsthand, and demonstrating that the CSU
is also committing its own resources. Trustee Lopez proposed creating a trustee work group to
review and develop recommendations. Chancellor Garcia asked AVC Martin and Vice Chancellor
Greg Saks to co-lead the effort with Trustees Lopez, Ghilarducci and McGrory and report back at
the next board meeting.

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

California State University Quarterly Investment Report
Presentation By

Mary Ann Rodriguez
Special Advisor to the Chancellor
Division of Business and Finance

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

Summary

This item provides the quarterly investment report to the California State University Board of
Trustees for the quarter ended March 31, 2026. The information in Attachment A provides the
entire quarterly investment report regarding CSU investments as required by Education
Code § 89726.

Background

Pursuant to the CSU Master Investment Policy, which can be found at
https://calstate.policystat.com/policy/11691689/latest, CSU investments as of March 31, 2026,
consisted of investments in the Liquidity Portfolio (LP), the Intermediate Duration Portfolio (IDP),
the Total Return Portfolio (TRP), and the State of California Surplus Money Investment Fund
(SMIF). Except for amounts held at the state in SMIF, all CSU investments are held by US Bank,
the custodian bank for the CSU. Neither state general fund nor CSU auxiliary funds are included
in the figures reported. In addition, this report does not include approximately $1.70 billion in bond
proceeds, which by state law are required to be held by the state and are invested in SMIF.
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Since inception in 2007, CSU investment earnings total $2.22 billion

e $1.09 billion gross investment earnings have been provided to the campuses from the
Liquidity Portfolio and Intermediate Duration Portfolio to support campus operations.

e TRP investment earnings since inception (2018) total $1.13 billion.
o $439 million of TRP spending distributions have been distributed to the
campuses to support capital outlay and maintenance

o $689.9 million of TRP investment earnings are retained within the TRP to support
inflation-adjusted TRP spending power for future generations of CSU students.

e As of March 31, 2026, the TRP total return since inception exceeded the LP total
return by 4.92% annualized (net of fees) or a cumulative $770.1 million, which was
about 3.1 times higher than LP investment earnings.

CSU Investments — Balances, Allocations, and Returns
March 31, 2026

% of CSU Twelve Month

Balance Investments Returns
Liquidity Portfolio (LP) $2.937 billion 36.14% 418%
Intermediate Duration Portfolio (IDP) $1.449 billion 17.83% 5.19%
Total Return Portfolio (TRP) $3.282 billion 40.38% 14.67%
CSU Investment Portfolios $7.669 billion
Surplus Money Investment Fund (SMIF) $0.459 billion 5.65% 4.06%

Total CSU Investments $8.128 billion 100%
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= Liquidity Portfolio (LP)- 36.14% = Fixed Income - 75.03%
Intermediate Duration Portfolio (IDP) - 17.83% Equity - 18.38%
Total Return Portfolio (TRP) - 40.38% Real Assets - 5.98%

) Surpius M | tment Fund (SMIF) - 5.65% = Risk Mitigating Strategies - 0.61%

CSU Investment Performance

For detailed information on the investment performance and characteristics of the CSU
investment portfolios and funds invested in SMIF please see Attachment A.

CSU Liquidity Portfolio (LP)

The purpose of the LP is to provide sufficient and immediate liquidity to meet the operating needs
of the CSU. The investment objectives are safety of principal and liquidity.

The LP is managed through contracts with two investment management firms, BlackRock
Financial Management and Payden & Rygel, each of whom provides investment management
services for the program. While the custodian, US Bank, holds the funds invested in the LP for
investment management purposes, additions to the portfolio are split evenly between the
investment managers and invested according to permitted investments outlined in the
Government Code of the state and the LP investment policy. Consistent with state law, the LP is
restricted to high quality, fixed income securities.

CSU Intermediate Duration Portfolio (IDP)

The purpose of the IDP is to provide opportunity for modest, additional risk adjusted returns on
CSU funds not needed for immediate liquidity. The investment objectives are safety of principal,
liquidity, and return.
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The IDP is managed through contracts with two investment management firms, PGIM Fixed
Income and Income Research & Management, each of whom provides investment management
services for the program. While the custodian, US Bank, holds the funds invested in the IDP, for
investment management purposes, additions to the portfolio are split evenly between the
investment managers and invested according to permitted investments outlined in the
Government Code of the state and the IDP investment policy. Consistent with state law, the IDP
is restricted to high quality, fixed income securities.

CSU Total Return Portfolio (TRP)

The purpose of the TRP is to provide the opportunity for additional risk adjusted returns on CSU
funds over a full market cycle. The investment objective is to achieve a prudent return within a
moderate risk level. Under State law, investment of funds in the TRP is subject to the CSU meeting
certain conditions regarding investment oversight, reporting, and use of earnings, and may not be
more than 65% of eligible CSU investments. The CSU Investment Advisory Committee (IAC),
established by the Board of Trustees in September 2017, oversees the TRP and focuses on key
issues such as investment policy, asset allocation, investment manager oversight, and
investment performance.

The TRP investment policy provides a framework for the investment of portfolio funds in the TRP
and includes the following key elements as further described in the TRP Investment Policy:

- Investment Objectives - Investment Manager Selection

- Spending Policy - Roles & Responsibilities

- Time and Investment Horizon - Environmental, Social and Governance
- Risk Tolerance Framework

- Expected Return - Risk Management

- Asset Allocation - Monitoring and Control Procedures

- Benchmarks

With the passage of AB 2422, effective January 1, 2023, up to 65% of CSU investments may be
invested in the TRP and the TRP may additionally invest in commingled funds and exchange-
traded funds. Considering these legislative changes, in January of 2023 the IAC took two actions
and in March 2023 the Board of Trustees took one action. First, the IAC approved a
recommendation to the Board of Trustees to revise the CSU Master Investment Policy. These
recommended revisions were presented to and approved by the Board of Trustees at the March
2023 meeting. The IAC also approved a revised funding schedule for the TRP calling for an
additional $1.25 billion to be invested in the TRP from January 2023 to December 2024. At
present, $950 million of the additional $1.25 billion has been invested in the TRP, with $300 million
set aside to fund future investment strategies subject to approval by the IAC. The investment
schedule may also be adjusted by the IAC at any time depending on market conditions and staff
will ensure the TRP does not exceed its statutory limit as a percentage of CSU investments.
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Since the TRP Inception Date' through March 31, 2026, the TRP investment earnings were
approximately $1.13 billion. During this period, the TRP total return exceeded the LP total return
by 4.92% annualized (net of fees) or a cumulative $770.1 million, which was about 3.1 times
higher than LP investment earnings.

Surplus Money Investment Fund (SMIF)

The State Treasurer also provides investment vehicles that may be used for CSU funds. The
Surplus Money Investment Fund (SMIF) is used by the State Treasurer to invest state funds, or
funds held by the state on behalf of state agencies, in a short-term pool. To facilitate certain
expenditures, the CSU maintains modest amounts of funds with the state. Consistent with state
law, the portfolio is restricted to high quality, fixed income securities.

Reporting Requirements

California Education Code § 89726 requires quarterly investment reports to the Board of Trustees
and an annual report to the State Legislature and the Department of Finance.

Recent Actions/Next Steps

In October 2025, the IAC approved the seventh annual TRP distribution to the system of
approximately $125.6 million, bringing total TRP distributions to the system since inception to
$439 million. TRP distributions are allocated to the campuses annually for capital outlay or
maintenance. Consistent with state law, specifically Education Code § 89726, earnings from the
TRP shall be used only for capital outlay or maintenance and shall not be used for ongoing
operations.

The next investment report to the Board of Trustees is scheduled for the November 2026 meeting
and will provide information on the CSU Annual Investment Report for the fiscal year ending June
30, 2026.

T The TRP Inception Date was April 1, 2018.
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CSU Quarterly Investment Report
For the Fiscal Quarter Ended March 31, 2026

California State University investments as of March 31, 2026, consisted of investments in the CSU
Liquidity Portfolio (LP), the Intermediate Duration Portfolio (IDP), the Total Return Portfolio (TRP),
and the State of California Surplus Money Investment Fund (SMIF).

Since inception (2007), CSU Investments earnings total $2.22 billion

e $1.09 billion gross investment earnings have been provided to the campuses from the
Liquidity Portfolio and Intermediate Duration Portfolio to support campus operations.

e TRP investment earnings since inception (2018) total $1.13 billion.

o $439 million of TRP spending distributions have been distributed to the
campuses to support capital outlay and maintenance

o $689.9 million of TRP investment earnings are retained within the TRP to support
inflation-adjusted TRP spending power for future generations of CSU students.

e As of March 31, 2026, the TRP total return since inception exceeded the LP total
return by 4.92% annualized (net of fees) or a cumulative $770.1 million, which was
about 3.1 times higher than LP investment earnings.

All CSU investments (except for funds invested in SMIF) are held by US Bank, the custodian bank
for the CSU. Neither state general fund nor CSU auxiliary funds are included in CSU investments.
In addition, this report does not include approximately $1.59 billion in bond proceeds, which by
state law are required to be held by the state and are invested in SMIF.

Balances and Allocations as of March 31, 2026

% of CSU
Balance Investments
Liquidity Portfolio (LP) $2.937 billion 36.14%
Intermediate Duration Portfolio (IDP) $1.449 billion 17.83%
Total Return Portfolio (TRP) $3.282 billion 40.38%
Surplus Money Investment Fund (SMIF) $0.459 billion 5.65%

CSU Investments $8.128 billion 100 %
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Intermediate Duration Portfolio (IDP) - 17.83% Equity - 18.38%
Total Return Portfolio (TRP) - 40.38% Real Assets - 5.98%

) Surplus M I tment Fund (SMIF) - 5.65% = Risk Mitigating Strategies - 0.61%

For the nine months ending March 31, 2026, direct investment management fees’, advisory, and
custodial fees totaled just over $2.7 million, or about 0.04% on CSU investments’ average balance
for the nine months ending March 31, 2026.

CSU Consolidated Investment Portfolio

The following table displays performance returns for the CSU Consolidated Investment Portfolio
which includes the LP, IDP, and TRP.?2

CSU Consolidated CSU Total CSU Intermediate

Investment Return Portfolio Duration Portfolio = CSU Liquidity

Portfolio (TRP) (IDP) Portfolio (LP)
1 Year Return 9.25% 14.67% 5.19% 4.18%
3 Year Annualized Return 7.31% 11.07% 4.80% 4.72%
5 Year Annualized Return 4.01% 5.85% N/A 2.71%
10 Year Annualized Return 3.34% N/A N/A 2.19%
Since Inception Annualized 2.40% 7.45% 1.23% 1.80%

Return?®

T Direct investment management fees exclude TRP mutual fund investment management fees. TRP
mutual fund investment management fees are included as mutual fund expenses and reported as a
percent of total fund assets. See TRP Fund Expense Ratio (Fee) in the table on page 7.

2 CSU Consolidated Investment Portfolio returns exclude SMIF.

% Inception Dates for the CSU portfolios were: Consolidated Investment Portfolio, July 1, 2007; LP, July 1,
2007; IDP, October 1, 2021; and TRP, April 1,2018. CSU Consolidated Investment Portfolio, LP, and IDP
returns reported gross of fees and as total return, including income and gains (realized and unrealized).



Attachment A

FIN - [tem 2

September 22-23, 2026
Page 3 of 8

Earnings from CSU Investments ($ in millions)
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2,250
1875
1,500
1,125 523

547
750

364
375 157 1,3.3292 241
82 | 45 13 15 7 25 23 44 24 35 I 1§ I
ﬂ [ | | — = A w0 . | PEep——_ d""l".‘ SUCE

-375

& £ & £ & o & £ & &
.l-ﬂ;@a E, "3} *, "}} *, "3} *, "i‘:, ;-{;}{ *, ""i‘:r., -, "3‘9 *, ""i‘:r., e
f@%?ﬂﬂfﬂfﬁ*%%@f@?@‘}ﬁgﬁf“ﬁg?} e
U %o o e TR T T e T TR T T T Ty T T T T Y,
%,
Cumulative Investment Earnings %“%
mm Annual Investment Eamings ’3'{_:}
&

------ 5 Year Moving Average Annual Investment Eamings



Attachment A

FIN - Item 2
September 22-23, 2026
Page 4 of 8

CSU Liquidity Portfolio (LP)

The purpose of the LP is to provide sufficient and immediate liquidity to meet the operating needs
of the CSU. The investment objectives are safety of principal and liquidity. Consistent with state
law, the portfolio is restricted to high quality, fixed income securities.

CSU Liquidity Portfolio Benchmark*

1 Year Return® 418% 3.85%
3 Year Annualized Return 4.72% 4.28%
5 Year Annualized Return 2.71% 2.29%
10 Year Annualized Return 2.19% 1.95%
Annualized Since Inception Return® 1.80% 1.86%
Yield 3.64% 3.80%
Duration (Years) 1.37 1.41
Average Credit Rating A+ AA+

Holdings by Asset Type (% of CSU Liquidity Portfolio):

Treasuries 45.2% U.S. Government Agencies 2.9%
U.S. Corporate Bonds 24.0% CA Municipal Obligations 0.2%
Commercial Paper 17.9% Agency MBS 0.1%
Certificates of Deposit 9.6% Cash Equivalents 0.1%

4 Benchmark for the LP is the Bank of America Merrill Lynch 0-3 Year Treasury Index.

5 LP Returns reported gross of fees and as total return, including income and gains (realized and
unrealized).

% Inception Date for the LP was July 1, 2007.
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CSU Intermediate Duration Portfolio (IDP)

The purpose of the IDP is to provide opportunity for modest, additional risk adjusted returns on
CSU funds not needed for immediate liquidity. The investment objectives are safety of principal,
liquidity, and return. Consistent with state law, the portfolio is restricted to high quality, fixed
income securities.

CSU Intermediate

Duration Portfolio Benchmark’

3 Months Return® 0.13% 0.04%
1 Year Return 5.19% 5.09%
3 Year Return 4.80% 4.50%
Annualized Since Inception Return® 1.23% 1.11%
Yield 4.67% 4.54%
Duration (Years) 4.55 4.42

Average Credit Rating A+ AA-

Holdings by Asset Type (% of CSU Intermediate Duration Portfolio):

U.S. Corporate Bonds 53.8%  CA Municipal Obligations 0.9%
Agency MBS 29.7% U.S. Government Agencies 0.9%
Treasuries 11.3% Cash Equivalents 0.2%
Agency ABS 3.0%  Supranationals 0.1%

7 Benchmark for the IDP is 50% Bloomberg Barclays US Corporate 1-10 Year A or Better Ex-Yankee / 30%
Bloomberg Barclays US MBS / 20% Bloomberg Barclays US Intermediate Treasury Index.

8 IDP Returns reported gross of fees and as total return, including income and gains (realized and
unrealized).

9 Inception Date for the IDP was October 1, 2021.
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CSU Total Return Portfolio (TRP)

The purpose of the TRP is to provide opportunity for additional risk adjusted returns on CSU funds
over a full market cycle. The investment objective is to achieve a prudent return within a moderate
risk level. Consistent with state law, the TRP is invested in mutual funds subject to registration
by, and under the regulatory authority of, the United States Securities and Exchange Commission;
institutional commingled funds offered by investment advisors registered with, and under the
regulatory authority of the United States Securities and Exchange Commission; or in publicly
traded United States registered real estate investment trusts.

Investment Returns

15.00%

12.00%

9.00%

6.00%

3.00% !
<

0.00%

3 Month Return 1 Year Return 3 Year Return 5 Year Return Since Inception Return
ETRP TRP Strategic Benchmark TRP Policy Benchmark
CSU Total Return Strategic Policy
Portfolio Benchmark® Benchmark
3 Months Return 0.43% 2.29% 0.06%
1 Year Return 14.67% 7.21% 13.86%
3 Year Annualized Return 11.07% 7.69% 11.06%
5 Year Annualized Return 5.85% 8.91% 5.84%
Annualized Since Inception Return’? 7.45% 8.00% 7.12%

In October 2025, the CSU Investment Advisory Committee approved the seventh annual TRP
distribution to the system of approximately $125.6 million, bringing total TRP distributions to the
system since inception to $439 million. TRP distributions are allocated to the campuses annually
for capital outlay or maintenance. Consistent with Education Code Section § 89726, additional
moneys earned through investments in the TRP shall be used only for capital outlay or
maintenance and shall not be used for ongoing operations.

0 The TRP Strategic Benchmark is inflation (Core Consumer Price Index) plus 4.5% per annum. The long-
term rate of inflation is assumed at 2.7% per annum. TRP Investment Returns have trailed the Strategic
Benchmark over various time periods. Underperformance versus the Strategic Benchmark for the 5 year
and Since Inception time periods is primarily due to extraordinarily high inflation from April 2021 to May
of 2023 when Core CPI averaged 5.79% per annum. Source: Bloomberg

1 The TRP Policy Benchmark is a blend of passive indices whose weights match the TRP target asset
allocation.

2 TRP Inception Date was April 1, 2018.
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Equity Mutual Funds 45.5% Passive Index Mutual Funds 75%
Fixed Income Mutual Funds 38.2% Actively Managed Mutual Funds 25%13
Real Asset Mutual Funds 14.8%
Risk Mitigating Strategies 1.5%

Values, Holdings & Fees (CSU Total Return Portfolio)

% of Median
Total TRP Fund Fee Per
Value Return Expense Asset
Strategy Name (millions)  Portfolio Ratio (Fee) Class
Fixed Income
Vanguard Total Bond Market Index Fund VBMPX 683.9 20.84% 0.02% 0.52%
Vanguard Inflation-Protected Securities Fd VIPIX 167.0 5.09% 0.07% 0.65%
American Century High Income Fund NPHIX 142.0 4.33% 0.58% 0.80%
Brigade High Yield Fund N/A 38.6 1.18% 0.30% 0.80%
Polen Opportunistic High Yield DDJIX 20.3 0.62% 0.79% 0.80%
Aristotle Floating Rate Income Fund PLFRX 102.7 3.13% 0.70% 0.96%
Payden Emerging Markets Bond Fund PYEIX 48.8 1.49% 0.69% 0.92%
T. Rowe Emerging Markets Bond Fund PRXIX 492 1.50% 0.67% 0.92%
Equity
Vanguard Total Stock Market Index Fund VSMPX 806.6 24.57% 0.02% 0.85%
Vanguard Developed Markets Index Fund VDIPX 389.7 11.87% 0.02% 0.96%
Driehaus Emerging Markets Growth Fund DIEMX 178.4 5.43% 0.98% 1.12%
DFA Emerging Markets Value Fund DFEVX 90.2 2.75% 0.44% 1.12%
Redwheel Global Emerging Equity Fund RWCEX 29.4 0.89% 1.21% 1.12%
Real Assets
Vanguard Real Estate Index Fund VGSNX 223.4 6.81% 0.09% 1.00%
Vanguard Materials Index Fund VMIAX 129.9 3.96% 0.09% 0.88%
First Sentier Global Listed Infrastructure Fd FLIIX 133.1 4.05% 0.75% 1.00%
Risk Mitigating Strategies
Fidelity Long Term Treasury Bond Index Fd FNBGX 49.2 1.50% 0.03% 0.15%
Cash 0.0 0.00% NA NA
Total 3,282.3 100% 0.21% 0.82%

3 The percent of Actively Managed Mutual Funds is likely to increase in the future while the percent of
Passive Index Mutual Funds would decrease consistent with the TRP implementation plan. The total TRP
Fund Expense Ratio and total Median Fee Per Asset Class are weighted averages using the percent of the
TRP shown in the table for each fund and their respective asset class.
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The following chart shows the TRP market value, total funded contributions, total retained
investment earnings, total spending distributions, and total investment earnings since inception
as of March 31, 2026. Total TRP investment earnings equal total TRP spending distributions plus
total TRP retained investment earnings.

TRP Market Value, Funding Contributions, Retained
Investment Earnings, and Spending Distributions
Since Inception as of March 31, 2026

(S in Millions)
3,282.3
3.500
25024
2,800
2,100
1.1289
1,400
689.9 439.0
; .
. []
Mar ket Value Funding Retained Spending Total Investment
(03/31/26) Contributions Investment Distributions Earnings
Earnings

Surplus Money Investment Fund (SMIF)

The Surplus Money Investment Fund (SMIF) is managed by the State Treasurer to invest State
funds, or funds held by the State on behalf of State agencies, in a short-term pool. The portfolio
includes Certificates of Deposit, Treasuries, Commercial Paper, Corporate Bonds, and U.S.
Government Agencies.

Apportionment Annual Yield*
Trailing 12 month as of 03/31/26 4.06%

Average (FYE 06/30/07 - 03/31/26) 1.55%

14 Annual Yield calculated by CSU Treasury Operations based on the quarterly apportionment yield rates
published by the State Controller's Office.
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COMMITTEE ON FINANCE

Approval of the 2027-2028 Operating Budget Plan
Presentation By

Mary Ann Rodriguez
Special Advisor to the Chancellor
Division of Business and Finance

Mark Martin
Assistant Vice Chancellor
Budget Planning and Advocacy

Summary

This item recommends Board of Trustees approval of the 2027-2028 California State University
(CSU) Operating Budget Plan. The plan includes $618 million in new ongoing expenditures and
is supported by a state General Fund request of $396 million and increased tuition revenue of
$222 million. A preliminary budget proposal was discussed by the Board in its July meeting. As
noted then, some expenditure items have changed as estimated costs have been updated and
state budget actions have become clearer. The plan aligns with CSU Forward’s objectives to
strengthen the CSU as the premier engine for economic mobility, deliver inclusive excellence
through financial sustainability for students and universities, be the employer of choice in public
higher education, and leverage the collective power of the largest public university system in the
nation to ensure California’s prosperity and competitiveness. The plan also includes a multi-year
funding request from the state to create a partnership with the CSU that would generate more
than $3 billion to address facilities issues.

Background

The 2026 state Budget Act provided CSU with restoration of the 2025-2026 funding reduction and
$365 million in new compact funding, and combined with tuition revenue, allows CSU to cover
increases in mandatory costs and advance priorities around access, employee compensation,
and facilities needs. Included in the 2026-27 budget plan are new initiatives to provide more
flexible learning opportunities for all Californians, meet evolving state workforce needs, and better
utilize the scale of the CSU to keep student and university costs as low as possible.

Strong state funding in 2026-2027 reflected significant support from Governor Newsom and the
legislature for the CSU and its mission. Heading into 2027-2028, however, uncertainty around the
strength and stability of the state budget and the future of higher education funding makes it
difficult to predict future state investment in the CSU. While California's economy remains
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resilient and recent state revenues have exceeded projections, both the Department of Finance
and the Legislative Analyst's Office continue to forecast structural budget challenges in future
years. Notably, the five-year compact with Governor Newsom is no longer in place and a new
administration will take office in January.

This budget plan reflects current state fiscal conditions, input from the Board of Trustees and
other CSU stakeholders, and focuses 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 and budget 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.

2027-2028 Operating Budget Plan: Thriving Students, Thriving University, Thriving California

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 pre-enrollment through graduation and career or
graduate school placement.

The CSU'’s 2027-2028 Operating Budget Plan includes a $10 billion operating budget, or a 6.6%
increase over 2026-2027. The state’s share will allow the CSU to advance CSU Forward'’s
objectives and meet this pivotal moment in higher education by covering mandatory costs and
delivering significant progress on the state’s access and affordability goals.

This plan has been updated since the introduction of a preliminary proposal in July. Notably,
mandatory costs such as employer-covered health care premiums and maintenance of new
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facilities have increased, based on updated information. In addition, CSU has determined that a
state action in the 2026 Budget Act to impose sales tax on digitally-purchased software will have
significant costs to universities that were not known in July.

The following illustrates the CSU’s proposed budget progression:

Current Budget Proposed Increase New Total Budget
$9.4B $618M $10B
Base Budget Strategic Investments +6.6% Growth

The budget plan assumes $618 million in total new revenue for 2027-2028, drawn from three
sources: a $396 million ongoing increase in state General Fund support (7% above the 2026-2027
level), $192 million in new tuition revenue from the scheduled rate increase, and $30 million in
new tuition revenue due to the planned 1% enrollment growth.

CSU Operating Budget ($ in millions)
2026-27 Base Funding $9,421
Total New Revenue (6.6%) +$618
State General Fund Increase (7%) $396
Tuition Rate Increase (6%) $192
Tuition Revenue from 1% Enrollment Growth $30

2027-28 Proposed Funding $10,039

The plan allocates these new resources in alignment with CSU Forward’s performance objectives:

e Economic Mobility Engine. This goal seeks to strengthen the CSU as the premier engine
for economic mobility and workforce durability through flexible and technology-enhanced
learning experiences to improve student success.

e Sustainable Affordability. This goal establishes the CSU as the nation’s leading public
higher education system that can deliver inclusive excellence through strategic resource
stewardship and operational innovation.

e Employer of Choice. This goal supports the CSU’s reputation as the premier destination for
education professionals by creating comprehensive professional development
opportunities that drive both individual excellence and system transformation.

e Statewide Impact. This goal seeks to leverage the collective power of 22 universities to
amplify individual university excellence and build the CSU's statewide influence.
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New Expenditures ($ in Millions) Amount
Economic Mobility Engine $82
Enrollment Growth (1%) 67
Innovative Academic Programs 10
Bachelor of Education: Degree Development 5
Sustainable Affordability $151
State University Grant: Tuition Increase 64
Inflation on Non-Personnel Costs 34
Digital Software Tax 17
Liability & Property Insurance Premiums 16
State University Grant: Enroliment Growth 10
Data and Infrastructure 10
Employer of Choice $313
Faculty & Staff Compensation Pool (4%) 232
Health Care Premiums 81
Statewide Impact $72
Debt Service: Facilities & Infrastructure 50
Maintenance of New Facilities 22
TOTAL NEW EXPENDITURES $618

The plan also includes a request for $407 million in one-time state funding to further address
facilities issues. This is part of a new proposal by CSU for a multi-year partnership with the state
to support deferred maintenance and capital outlay projects for the next three years. 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, growing by about $407 million per year without additional funding. The system's five-year
capital outlay plan identifies approximately $26.5 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 new proposal includes a multi-year funding request, consistent with a
framework recommended by the Legislative Analyst's Office. The CSU requests $407 million one-
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time General Fund per year over three years — just over $1.2 billion total — to prevent further
growth in CSU's deferred maintenance backlog. State funding would eliminate the backlog
growth. As a match to this state funding, the CSU plans to continue to support facilities needs
through its operational budget and investment revenue from the Total Return Portfolio. If the
state provided the requested funding and the CSU continued its facilities investments, more than
$3.3 billion could be generated over three years, allowing the CSU to significantly address the
deferred maintenance backlog and support the most impactful capital outlay projects. With this
amount of funding, the CSU estimates it could support about 100 deferred maintenance projects
per year, and 12 capital outlay projects.

Attachment A provides the proposed 2027-2028 Operating Budget Plan and more details on each
expenditure item.

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. The plan will require significant new resources. This
budget plan acknowledges likely limits on new state funding and seeks a 7% increase in state
support, which could be combined with increased tuition revenue to meet both rising costs and
systemwide needs around CSU Forward implementation.

Recommended Action
The following resolution is recommended for approval:
Approval of the 2027-2028 Operating Budget Plan

RESOLVED, that the future of California rests on the California State University’s
ability to provide a high-quality, affordable, and accessible education to over
470,000 students each year; and be it further

RESOLVED, by the Board of Trustees of the California State University that the
2027-2028 Operating Budget Plan is approved as submitted by the chancellor; and
be it further

RESOLVED, that the chancellor is authorized to adjust and amend this budget to
reflect changes in the assumptions upon which this budget is based, and that the
chancellor promptly communicate any changes to the trustees; and be it further

RESOLVED, that the chancellor transmit copies of this resolution and the
2027-2028 CSU Operating Budget Plan publication as soon as practical to the
governor, to the director of the Department of Finance, and to the legislature.
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2027-28 OPERATING BUDGET PLAN

EXECUTIVE SUMMARY

Strong state funding in 2026-27 allows the California State University (CSU) to build on its critical role as
California’s economic engine and social mobility accelerator, delivering accessible, affordable, high-quality
higher education in every region of the state. Enrollment is expected to climb for the fourth year in a row,
more than 55% of undergraduates continue to pay no tuition, and the CSU’s 22 universities annually produce
more than half of the state’s bachelor's degree earners, with a significant number of graduates in high-need
areas such as health care, business and professional services, and education. Restoration of the 2025-26
state funding reduction and more than $365 million in new compact funding in 2026-27 support the CSU’s
rising fixed costs and implementation of the CSU Forward strategic plan. However, 2026-27 marks the final
year of the multi-year compact. Sustained and predictable state investment beyond the compact is
essential to maintaining this momentum.

CSU Forward and its four objectives - strengthening the CSU as the premier engine for economic mobility,
delivering inclusive excellence through financial sustainability for students and universities, being the
employer of choice in public higher education, and leveraging the collective power of the largest public
university system in the nation to ensure California’s economic prosperity and competitiveness - are now
embedded in the system’s finances and structures. It is the foundation for the 2027-28 budget plan.
Initiatives include providing more flexible learning opportunities for all Californians, meeting evolving state
workforce needs, and better utilizing the scale of the CSU to keep student and university costs as low as
possible.

The 2027-28 budget plan calls for $618 million in additional funding — $396 million in requested state
General Fund support and $222 million in new tuition revenue. This level of funding would address the
significant financial pressures associated with employee compensation, health care, insurance, inflation,
deferred maintenance, and other ongoing operations, while also expanding innovative academic programs
that bring new degrees, program-delivery mechanisms and supports for students before college and through
to their first career job or graduate school. Additionally, the CSU is seeking one-time funding for facilities
issues through a multi-year partnership with the state that seeks to generate more than $3 billion over three
years to address critical deferred maintenance and capital outlay projects.

The CSU faces significant fiscal challenges that require continued strong and stable funding. Enrollment
demand is changing and uneven across regions, necessitating new and bold efforts to recruit and retain
more Californians of all ages. The deferred maintenance facilities backlog grows by about $407 million per
year and is expected to reach $9.6 billion by 2027-28, causing health and safety issues and limiting access
to modern classrooms and laboratories. Additionally, the CSU has sustained more than $161 million in
reductions to federally-funded programs over the last two years, including numerous programs that provide
direct support and services to students. The multi-billion-dollar structural gap identified by the 2023
Sustainable Financial Model Workgroup remains, even as the CSU continues to expand programs and
services that support its diverse student population and meet California’s workforce needs. The CSU is
implementing countless efforts to contain costs, such as the Strategic Shared Services Initiative and the
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Fiscal Health Monitoring process, which bring the Chancellor’s Office and universities together to identify
challenges and solve them through strategic, systemwide and data-driven initiatives. All of these efforts will
be stymied by a funding shortfall.

The CSU proposes a $10 billion operating budget for 2027-28, or a 6.6% increase over 2026-27. The state’s
share will allow the CSU to meet this pivotal moment in higher education by covering mandatory costs and
delivering significant progress on the state’s access and affordability goals.
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2027-28 BUDGET AT A GLANCE

OPERATING BUDGET OVERVIEW ($ IN MILLIONS) Amount
2026-27 Base Operating Budget $9,421
Total New Revenue (+6.6%) +$618
2027-28 PROPOSED OPERATING BUDGET $10,039
NEW REVENUE SOURCES ($ IN MILLIONS) Amount
State General Fund Requested Increase $396
Tuition: 6% Rate Increase 192
Tuition: 1% Enrollment Growth 30
TOTAL NEW REVENUE $618
NEW EXPENDITURES ($ IN MILLIONS) Amount
ECONOMIC MOBILITY ENGINE $82
Enrollment Growth (1%) 67
Innovative Academic Programs 10
Bachelor of Education: Degree Development 5
SUSTAINABLE AFFORDABILITY $151
State University Grant: Tuition Increase 64
Inflation on Non-Personnel Costs 34
Digital Software Tax 17
Liability & Property Insurance Premiums 16
State University Grant: Enrollment Growth 10
Data and Infrastructure 10
EMPLOYER OF CHOICE $313
Faculty & Staff Compensation Pool (4%) 232
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NEW EXPENDITURES ($ IN MILLIONS)
Health Care Premiums
STATEWIDE IMPACT
Debt Service: Facilities & Infrastructure

Maintenance of New Facilities

TOTAL NEW EXPENDITURES

Amount
81

$72

50

22
$618
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REVENUE PLAN

The budget plan assumes $618 million in total new revenue for 2027-28, drawn from three sources: a $396
million ongoing requested increase in state General Fund support (7% above the 2026-27 General Fund base
of $5.6 billion), $192 million in new tuition revenue from the scheduled tuition rate increase, and $30 million
in new tuition revenue from 1% enrollment growth.

REVENUE SOURCE ($ IN MILLIONS) Amount

2026-27 Base Funding $9,421

State General Fund Requested Increase (7%) +$396

Tuition Rate Increase (6%) +$192

Tuition Revenue from 1% Enrollment Growth +$30

2027-28 PROPOSED FUNDING $10,039
STATE GENERAL FUND

CSU and higher education were among the few areas to receive state funding increases in 2026-27, but
numerous uncertainties — including the November election of a new governor — make it difficult to project
future state investment in CSU. As the five-year compact with Governor Newsom has concluded, this budget
recommendation reflects the CSU’s operational needs while recognizing the state's fiscal realities.
Systemwide costs continue to increase: employer-covered health care premiums are expected to grow by
almost 10% in 2027-28, for example, and liability and property insurance premiums are expected to rise by
12%. The CSU’s $396 million ongoing General Fund request will help address rising operating costs while
supporting critical priorities, including enrollment growth, facilities needs, employee compensation, and
innovative academic programs that expand educational opportunities for Californians. Together, these
investments advance the state’s higher education access, affordability, and workforce development goals.

TUITION REVENUE

The plan assumes continuation of the CSU's multi-year tuition strategy, with a 6% rate increase generating
an estimated $192 million, alongside $30 million in additional tuition revenue tied to the proposed 1%
enrollment growth target (3,941 CA resident full-time equivalent students).

Despite recent tuition increases, CSU continues to deliver exceptional value and remains the most
affordable four-year university system among its national peers. In 2025-26, CSU's average tuition and fees
were $8,644—4.3% below the next-lowest comparable institution. Across all comparison institutions,
average tuition and fees were $13,541, or 57% higher than CSU'’s rate. These results underscore CSU’s
continued commitment to affordability and access while maintaining a significant cost advantage relative to
peer institutions.
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EXPENDITURE PLAN

The 2027-28 expenditure framework for the $618 million increase is organized first by CSU Forward's four
performance objectives — Economic Mobility Engine, Sustainable Affordability, Employer of Choice, and
Statewide Impact — and, within each objective, by funding tier: Baseline Commitments (unavoidable
increases to mandatory costs) and Essential Priorities (investments contingent on securing additional state
funding).

CSU FORWARD OBJECTIVE ($ in millions)
1. Economic Mobility Engine $82
2. Sustainable Affordability 151
3. Employer of Choice 313
4. Statewide Impact 72
TOTAL $618
FUNDING TIER ($ in millions)
Baseline Commitments $234
Essential Priorities 384
TOTAL $618

Both tables total $618 million — the objective view and the funding-tier view are two cuts of the same set of line items,
detailed by objective below.
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EXPENDITURE DETAIL BY CSU FORWARD OBJECTIVE

Each line item below maps to one of CSU Forward's four performance objectives and is classified as either
a Baseline Commitment ($234M) or an Essential Priority ($384M).

1. ECONOMIC MOBILITY ENGINE — $81.9M

This goal seeks to strengthen the CSU as the premier engine for economic mobility and workforce durability
through flexible and technology-enhanced learning experiences to improve student success. Specific
objectives include increasing personalized learning programs for students who need or want career-
integrated education options, increasing post-graduation salary outcomes for students, advancing the use
of technology, increasing community college transfer enrollment and allowing more seamless credit
mobility across CSU campuses and with community colleges.

ECONOMIC MOBILITY
ENGINE

Enrollment Growth:
Access, Persistence &
Completion

Innovative Academic
Programs

Bachelor of Education:

Degree Development

OBJECTIVE TOTAL

TYPE

Essential

Essential

Essential

2027-28
($M)

$66.9

10.0

5.0

$81.9

FUNDING IMPACT

CSU seeks to increase undergraduate and graduate
enrollment by 1%, or 3,941 CA resident FTES, through
enrollment growth and improved retention. The average
marginal cost per student is $16,970, with a state share
of $11,534.

CSU Forward calls for new and flexible programs
designed to serve more Californians and aligned with
state workforce needs. This funding includes support
for industry-aligned micro credentials, online programs
to better serve adult and non-traditional learners;
increased faculty-mentored undergraduate research
and durable skills opportunities to enhance student
success and career readiness.

This funding will support the development of 4-year
BEd + teaching certificate programs at multiple
campuses, including financial aid for students in the
programs.



Attachment A
FIN - Item 3

September 22-23, 2026

Page 8 of 14

2. SUSTAINABLE AFFORDABILITY — $151.4M

This goal establishes the CSU as the nation’s leading public higher education system that can deliver
inclusive excellence through strategic resource stewardship and operational innovation. Specific objectives
include ensuring debt-free education for students from lower-income families, implementing efficiency-
driven shared services, and creating systemwide opportunities that leverage the CSU'’s collective scale, such
as improving students’ ability to enroll in courses and programs across universities.

SUSTAINABLE
AFFORDABILITY

State University Grant:
Tuition Rate Increase

Inflation on Non-
Personnel Costs

Digital Software Tax

Liability & Property
Insurance Premiums

State University Grant:
Enrollment Growth

Data and Infrastructure

OBJECTIVE TOTAL

TYPE

Baseline

Baseline

Baseline

Baseline

Essential

Essential

2027-28
($M)

$63.9

34.4

17.2

15.9

10.0

10.0

$151.4

FUNDING IMPACT

The State University Grant (SUG) is CSU’s primary
institutional aid program and is funded through a
portion of tuition revenue. This increase aligns
institutional aid with 2027-28 tuition levels, and when
combined with the SUG increase due to enrollment
growth, brings total SUG support to $956 million. SUG
spending accounts for about 10% of the CSU’s
operating budget and helps support the CSU Forward
goal of lowering student debt.

Costs for non-discretionary items such as IT hardware
and software, communications service and equipment,
contractual services and other supplies and goods,
based on a 3.47% increase in the Consumer Price
Index.

The 2026 state budget expands state and local sales
tax to include software products purchased digitally.
CSU’s preliminary estimate indicates an annual cost of
$17.2 million.

Premiums are projected to increase by 12% due to
rising insurance costs and higher expenses for
required liability and property coverage

SUG funding growth based on the 1% enrollment
increase

This funding supports the modernization of CSU’s data
infrastructure, which will enable real-time analysis of
student outcomes, operational performance, and
financial health across all 22 universities
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3. EMPLOYER OF CHOICE — $313.4M

This goal supports the CSU’s reputation as the premier destination for education professionals by creating
comprehensive professional development opportunities that drive both individual excellence and system
transformation. Establishing the CSU as the premier destination for education professionals means
investing in the development, retention, and satisfaction of its 63,000+ faculty and staff.

EMPLOYER OF 2027-28
CHOICE TYPE (SM) FUNDING IMPACT
Provides support for a 4% compensation pool subject
to collective bargaining. CSU spends 75% of its
Faculty & Staff operating budget on employee compensation, which
Compensation Pool Essential $232.1 has grown by 17% since 2021-22. Compensation is the
(4%) single most important tool for attracting and retaining
talented faculty and staff whose expertise, dedication
and innovation drive student success
CSU faces a 9.8% increase in employer-paid health
Health Care Premiums  Baseline g1.3 Premiums. Comprehensive, affordable benefits are a

core component of CSU’s competitive total
compensation package

OBJECTIVE TOTAL $313.4
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4. STATEWIDE IMPACT — $72.0M

This goal seeks to leverage the collective power of 22 universities to amplify individual university excellence
and build the CSU's statewide influence — targeting 60% brand recognition, engagement of 100,000+ alumni,
and recognition as the strategic partner for regional economic development across California's eight
economic regions.

2027-28

STATEWIDE IMPACT TYPE
¢ ($m)

FUNDING IMPACT

Investment will support ~$600M in systemwide bond
funds to support both deferred maintenance and
Essential $50.0 capital outlay projects. A well-maintained, modernized
physical presence reinforces CSU’s role as a statewide
anchor institution

Debt Service: Facilities
& Infrastructure

CSU will open about 640,000 sq. ft. of new facilities in
2027-28, requiring additional funding to support

Baseline 22.0 ongoing maintenance. This funding supports
$24.68/sq. ft. upkeep costs and $9.65/sq. ft for
deferred maintenance.

Maintenance of New
Facilities

OBJECTIVE TOTAL $72.0
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SOURCES & USES OF FUNDS

The CSU's 2027-28 budget plan outlines a $618 million increase compared to 2026-27, advancing CSU

Forward's four objectives while covering unavoidable operating costs.

SOURCES OF FUNDS
INCREMENTAL NEW REVENUE IN MILLIONS
State General Fund Requested Increase (7%)
Tuition: 6% Rate Increase
Tuition: 1% Enrollment Growth

TOTAL NEW SOURCES

USES OF FUNDS
EXPENDITURES BY CSU FORWARD OBJECTIVE IN MILLIONS
1. Economic Mobility Engine
2. Sustainable Affordability
3. Employer of Choice
4. Statewide Impact

TOTAL

Budget Plan
$396

192

30

$618

Budget Plan
$82

151

313

72

$618

As the budget cycle progresses, the state, the system, and each university will explore a range of funding
and budget options to address the needs identified in this proposal. The actions necessary will depend on

the level of state funding provided. Examples of those options include:

The state fully funds the CSU's requested General Fund increase.
The CSU forgoes some or all new essential priorities.

The CSU reprioritizes resources from current programs and services toward unavoidable baseline

commitments and mandatory costs.
The CSU makes permanent budget reductions to current programs and services.
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ONE-TIME FUNDING

Under the 2025 Budget Act, the state has scheduled two one-time back payments to the CSU in 2027-28.
Neither payment is guaranteed, as both depend on the new administration choosing to honor the language
agreed to under the Newsom administration. The first is $252.3 million, which is a back payment for the
missed year of compact funding and would represent new funding for CSU. The second is $143.8 million,
originating from the reduction taken in 2025-26. These funds are obligated for repayment of the loan due
July 1, 2027, and would not provide any new resources to the CSU.

FACILITIES & 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 2027-28, and
grows by about $407 million per year without additional funding. The system's five-year capital outlay plan
identifies approximately $26.5 billion in capital projects needed to modernize universities and replace
outdated buildings. Recent requests for one-time deferred maintenance funding have not been included in
the final state budget, although the California Science and Health Research Act approved by the Legislature
in August 2026 includes $750 million for CSU for the construction and modernization of science, health
care, technology, engineering and other facilities.

This new plan includes a multi-year funding request, consistent with a framework recommended by the
Legislative Analyst's Office. The CSU requests $407 million one-time General Fund per year over three
years, just over $1.2 billion total. This state funding would prevent further growth in CSU's deferred
maintenance backlog. As a match to state funding, the CSU plans to continue to support facilities needs
through its operational budget and investment revenue from the Total Return Portfolio. If the state provided
the requested funding and the CSU continued its investments, more than $3.3 billion could be generated
over three years, allowing the CSU to significantly address the deferred maintenance backlog and support
the most impactful capital outlay projects. With this level of funding, the CSU estimates it could support
about 100 deferred maintenance projects per year and about 12 capital outlay projects. The CSU will
continue to pursue additional state investments and partnership opportunities to address aging
infrastructure, health and safety deficiencies, and modernization of facilities across all 22 universities.

Facilities & Infrastructure Value
Projected Deferred Maintenance Backlog (by 2027-28) $9.6B
Annual Backlog Growth (no new funding) $407M/yr
Five-Year Capital Outlay Plan Need $26.5B
Proposed 3-Year Deferred Maintenance State Funding Request $1.2B

2027-28 Ongoing Debt Service Request $50M
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DESIGNATED BALANCE & RESERVES

Designated balances and reserves represent one-time resources available for certain nonrecurring expenses
and provide financial stability during catastrophic events and times of economic uncertainty. As of June 30,
2026, one-time designated balances and reserves in the operating fund totaled $2.6 billion systemwide.
This amount includes $1.7 billion in designated balances and $846 million in reserves for economic
uncertainty. These reserves would support CSU operations for only 34 days, falling short of university policy
and national best practices that recommend maintaining reserves for three to six months.

BALANCE DESIGNATIONS ($)
Capital Project (Repairs, construction and equipment) $236M
Disaster Events (Fires, floods, earthquakes, etc.) 44M
Short-term Obligations (Contracts, debt service, financial aid and ongoing programs) 1.4B
TOTAL DESIGNATED BALANCES $1.7B
Reserves for Economic Uncertainty 846M

TOTAL DESIGNATED BALANCES AND RESERVES $2.6B
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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:

Constraints on the ability to achieve CSU Forward objectives

Reduced progress toward closing student equity gaps

Delayed graduation and student success initiatives

Increased pressure on compensation and employee benefit programs
Continued growth in deferred maintenance backlogs

Delays in academic modernization and workforce-aligned program expansion
Reduced enrollment capacity and diminished access for California students

CONCLUSION

The state's General Fund condition for 2027-28 remains uncertain, and the CSU faces numerous fiscal
challenges. At the same time, the CSU has developed an ambitious strategic plan — CSU Forward — that will
allow it to better serve the state and its students, but realizing that plan will require significant new
resources. Acknowledging the state’s fiscal environment, this budget framework seeks a 7% increase in
General Fund support, supplemented by tuition revenue, to sustain core operations, address growing cost
pressures, and advance the strategic objectives of CSU Forward.
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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
$647,305,000 to provide financing for a campus capital project:

California Polytechnic State University, San Luis Obispo Student Housing, Phase 2

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 is expected to be
approximately 5.20%

Background

The SRB program provides capital financing for projects of the CSU — student housing, parking,
student unions, health centers, 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.

Background

California Polytechnic State University, San Luis Obispo (the University) is currently under way
with a multi-year, three-phase planned construction of approximately 4,200 student housing beds
in eight’ buildings by 2033. A key aspect of the plan is the utilization of a factory-manufactured
modular construction method, which is designed to significantly reduce the cost per bed
compared to traditional construction methods, as well as reduce construction time.

The original plan and Phase 1 of the plan were presented to the Board of Trustees at the July 22-
24, 2024, meeting and received approval for Phase 1 schematic plans and financing in a not-to-
exceed amount of $530,770,000 to finance Phase 1 construction costs of $464,735,000. Phase 1
called for the construction of three buildings and 1,348 beds, along with associated site utilities
upgrades, with projected occupancy of June 2026 for Buildings A and B, and June 2027 for
Building C. The Board of Trustees also delegated authority to the Chancellor to approve the design
work on the remaining phases of the plan.

During Phase 1, the University experienced various challenges related to the implementation of
the new modular construction method leading to an increase in costs, particularly for the first
building, Building A, and delays with the delivery and occupancy schedule. Building A will now be
ready for occupancy in January 2027, and for Fall 2026, the University has temporarily increased
the density in other student housing facilities to accommodate students until Building A is ready.

Also during Phase 1, the University identified overall cost savings opportunities by implementing
additional site utilities capacity expansion during Phase 1, versus revisiting some of the utilities
work in Phases 2 and 3. This necessitated a reallocation of authorized funding such that Phase
1 will include two new buildings versus the three originally planned, with only 200 fewer beds.
These 200 beds will be picked up in Phase 2. Building B is now on track for occupancy in Fall
2027, and Building C has been moved to Phase 2, the subject of this financing approval request.

Despite the cost challenges associated with Building A in Phase 1, the University has been able
to begin applying the lessons learned from Building A to Building B. The University forecasts that
the average cost per bed in Phase 1 (Buildings A and B) will be $295,000 (excluding sitework,
utilities, and planning)—approximately $315,000 for Building A and approximately $275,000 for
Building B—only modestly higher than the original per bed cost target for Phase 1 of $283,000.

T The original plan presented to the Board of Trustees in July 2024 called for nine buildings, but the University has
since modified the number of buildings to eight as a more economical model to deliver the targeted, and in fact
slightly higher, number of beds.
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Project Description

This agenda item seeks approval of financing for Phase 2 (the “Project”) of the plan, which will
be located adjacent to and north of Phase 1. Notwithstanding the challenges presented in Phase
1, the University maintains a high degree of confidence that the modular construction
methodology will provide notable construction cost savings, thus the University will continue to
use modular construction, applying lessons learned from Phase 1.

Future buildings will incorporate design modifications, reduce the types of modular pieces, and
adjust sequencing to improve both factory production and on-site stacking. The goal is to improve
repeatability and increase production rates in both the factory and on site. The University
estimates that the cost per bed will be in the range of $236,000 to $265,000 for Phase 2, and
potentially lower for Phase 3.

The Project will include construction of three new buildings containing 1,843 beds in two-
bedroom suites with two beds per room for Buildings C (#175-C), D (#175-D), and E (#175-E),
totaling 427,240 gross square feet. The Project is also planned to include the renovation of all six
existing red brick student housing buildings (Buildings #105-110, located east of Phase 1),
approximately $15 million of additional infrastructure work for the overall development, and
funding for approximately $16.2 million of Phase 1 cost overruns. Targeted completion dates are
July 2028 for Building C, July 2029 for Building D, and July 2030 for Building E. Renovations of
the red brick buildings are planned to be completed by August 2030.

Schematic review and approval of project elements will be under delegated authority of the
Chancellor. The Assistant Vice Chancellor of Capital Planning, Design and Construction, acting on
behalf of the Chancellor, shall review project elements provided by the University.

Project Funding and Financing

The not-to-exceed principal amount of the proposed bonds is $647,305,000 based on a total project
budget of $579,716,676. Additional net financing costs, such as capitalized interest and costs of
issuance (estimated at about $67.6 million) are expected to be funded from bond proceeds. As
construction moves forward with various Project components, financing of Project components will
be contingent upon schematic approval by the Assistant Vice Chancellor of Capital Planning,
Design and Construction and continued financial viability demonstrated by the University.
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The following table summarizes key information about this financing transaction.

Not-to-exceed principal amount $647,305,000

Amortization Approximately

level debt service
over 30 years

Projected maximum annual debt service $45,622,314
Projected debt service coverage ratio including the Project:

Net revenue — All San Luis Obispo pledged programs:’ 1.20
Net revenue — Projected housing program: 1.07

- Combines projected 2031-2032 information for all university pledged revenue programs and for the Project.

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 5.803%, 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 housing program debt
service coverage of 1.07 in fiscal year 2031-2032, the first full year of operations following
completion of all components of the Project, which does not meet the CSU benchmark of 1.10
for university pledged revenue programs. However, the housing program debt service coverage
is projected to meet the CSU benchmark of 1.10 for university pledged revenue programs in the
following year and continue improving thereafter. The overall debt service coverage ratio for the
University for the first full year of operations is projected to be 1.20, which does not meet the CSU
benchmark of 1.35 for a university. However, the University projects that the overall debt service
coverage ratio for the University will meet the benchmark by 2034-2035 and continue to improve
thereafter. Given the importance of housing at the University, staff recommends approval of the
Project financing as presented herein.

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 Polytechnic State University, San Luis Obispo to
obtain financing in the amount of $647,305,000 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 Polytechnic State University, San Luis Obispo Student Housing,
Phase 2 described in this agenda item. The proposed resolutions will achieve the
following:
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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 $647,305,000 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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