Section 12. Budget, Finance and Development
GOALS
The University of California seeks to develop stable and growing sources of revenues—
including a strong investment from the state—and to utilize these resources in a strategic and
cost-effective manner in order to sustain its tripartite mission of teaching, research and public
service and to realize the goals of access, affordability and academic quality that are set out in
this report.
NARRATIVE
This section documents UC’s total operating revenues and expenditures and its capital budget
over the past five to 10 years. The revenue and expenditure data presented here come
primarily from the University’s Corporate Financial Reporting System, which supports the
University’s audited financial statements. Additional information about the University’s budget,
including the 2010-11 Budget for Current Operations, the 2009-10 Budget for State Capital
Improvements, and the 2009-15 State and Non-State Capital Improvement Program, may be
found at http://budget.ucop.edu/pubs.html.
This section also includes information on retirement plan assets and liabilities, as well as on
total gifts and endowment. The development data cover trends in private support at UC and its
comparison institutions, donor restrictions on support, and endowment per student. More
information about private support is available in the Annual Report on Endowment Investment
(www.ucop.edu/treasurer/foundation/foundation.pdf) and in the January 2010 Accountability
Sub-Report on University Private Support (www.universityofcalifornia.edu/accountability).
Lastly, the section includes data on greenhouse gas emissions as one example, among many
that could have been chosen, of UC’s commitment to environmental stewardship.
LOOKING FORWARD
The long-term downward trend in state funding, coupled with the unfunded liabilities in the
University’s pension and retiree health benefits programs, challenge the University at every
level as it tries to meet its budgetary and financial objectives. In response the University has
sought to realize operating efficiencies systemwide and on the campuses and to increase
revenues from a range of different funding sources. With the creation of a major task force, the
UC Commission on the Future, it also is exploring new ways to deliver its academic and
research programs in a challenging budget climate. In the years to come, this section will at
once act as a useful summary of the financial challenges that the University faces and its
performance in addressing them. Other sections in this report promise to measure the impacts
the University’s budgetary performance has on its core mission activities of teaching, research
and service and on its ability to continue balancing historic objectives of academic quality,
access and affordability.
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Indicator 73
Revenue by Source, 2000-01 to 2008-09

Notes: Figures are in billions of inflation-adjusted 2008-09 dollars; Department of Energy laboratories, including
the Lawrence Berkeley National Laboratory, are excluded.

•

The University’s operating revenue, estimated at about $20 billion in 2008-09, funds the
University’s core mission activities—teaching, research and public service—as well as a
wide range of other activities that extend from its hospitals to its continuing education
programs, housing and dining services for students and research funded by contracts
and grants.

Source: UC Budget and Capital Resources. Additional information about the University’s budget may be found in
the 2010-11 University of California Budget for Current Operations, Budget Detail, available at
www.ucop.edu/budget/pubs.html.
Note: Because of accounting changes, systemwide data going back before 2000-01 are not available; campuslevel data are not readily available in this format before 2003-04.
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Indicator 73 (continued) Revenue by Source, 2000-01 to 2008-09

Note: Figures in billions of inflation-adjusted 2008-09 dollars; Department of Energy laboratories, including the
Lawrence Berkeley National Laboratory, are excluded. The Davis, Irvine, Los Angeles, San Diego and San
Francisco campuses operate medical schools and teaching hospitals. In addition to the funds associated with
medical school and teaching hospital operations, these programs help campuses attract additional contract and
grant revenue.
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Indicator 74
Operating Expenditures by Function, 2000-01 to 2008-09

Note: Figures are in billions of inflation-adjusted 2008-09 dollars.

•

The University’s core mission activities – teaching, research and public service –
accounted for more than 40 percent of total expenditures during 2008-09.

•

Medical centers and auxiliary enterprises, such as housing and dining services,
accounted for 30 percent of expenditures in 2008-09.

•

Libraries and other academic support services, such as instructional technology,
student services, administration and general campus (but not medical center) operation
and maintenance of plant, accounted for 15 percent of total expenditures.

•

UC students received total grant and scholarship aid of almost $1.2 billion in 2008-09.
This includes $458 million paid directly to students, which is the amount shown in the
chart above. In addition, UC students received $715 million in grants and scholarships
in 2008-09 to help pay their tuition and fees, campus housing, books and other campus
charges; these dollars are not included in the chart above because auditing rules do not
treat them as direct expenditures.

Source: UC Financial Management. UC’s audited financial statements may be found at
www.universityofcalifornia.edu/reportingtransparency/.
Note: Medical centers include UC’s hospitals and other patient care activities; auxiliaries include operations such
as food service, parking and student housing; other expenses include interest, depreciation and other
miscellaneous expenses. Department of Energy laboratories, including the Lawrence Berkeley National
Laboratory, are not included in the data above.
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Indicator 74 (continued) Operating Expenditures by Function, 2000-01 to 2008-09

Note: Figures in billions of inflation-adjusted 2008-09 dollars; campus-level data not available before 2003-04.
The Davis, Irvine, Los Angeles, San Diego and San Francisco campuses operate medical schools and teaching
hospitals. In addition to the funds associated with medical school and teaching hospital operations, the programs
help campuses attract additional contract and grant revenue.
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Indicator 75
Retiree Health Insurance Liabilities, Universitywide, 2008 and 2009

Note: Figures have not been adjusted for inflation.

•

As part of its benefit package, UC provides medical and dental benefits for eligible
retirees and their dependents.

•

Currently, the University pays its share of health benefits for annuitants on a “pay-asyou-go” basis, whereby current plan premiums and costs are paid from an assessment
on payroll. In 2008-09, health benefits for annuitants totaled $225 million from all fund
sources.

•

General Accounting Standards Board (GASB) rules require the University to report in its
financial statements all post-employment benefits expenses, such as retiree medical
and dental costs, on an accrual basis over the employees’ years of service, along with
the related liability net of any plan assets. In 2007-08, the University began recording
this unfunded liability in its financial statements, amortized over a number of years.

•

In 2009, the total post-employment benefits liability amounted to about $14 billion. This
liability represents the present value of all future health care costs to the University
based on benefits already earned by current employees and retirees.

Source: UCOP Budget and Capital Resources and UC Financial Management
148

UC Annual Accountability Report May 2010

Indicator 76
Retirement Plan Assets and Liabilities, Universitywide, 2001 to 2009

•

In the early 1990s, the UC Retirement Plan (UCRP) had accumulated so great a surplus
that the University suspended employer and employee contributions to it.

•

The surplus in UCRP has diminished over time and the plan is estimated to have fallen
to 90 percent funded level as of July 2009.

•

In response, the University plans to restart employer and employee contributions to
UCRP at the rate of 4 and 2 percent, respectively, beginning in April 2010.

•

Sustaining a well-funded retirement plan and providing retiree health benefits is a top
priority for UC in order to recruit and retain quality faculty and staff. However, as UC
pension and retiree health benefit costs continue to increase substantially, sustaining
these benefits is increasingly difficult with each passing year. The Task Force on PostEmployment Benefits will present recommendations to President Yudof for assuring
market competitive post-employment benefits. For more information, see
www.universityofcalifornia.edu/news/ucrpfuture/welcome.html.

Source: UCOP Budget and Capital Resources and UC Financial Management
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Indicator 77
Types of Capital Projects, 2007-08 to 2009-10

Note: Figures in billions of inflation-adjusted 2008-09 dollars; includes both state-supported and non-statesupported capital projects.

•

Three major factors determine the capital needs of the University: meeting enrollment
growth; preserving existing capital asset through seismic correction and renewal of
facilities; and program-related improvements.

•

In recent years, enrollment growth has been a critical determinant of the University’s
need for space for new academic research facilities, student housing and recreational
facilities, and other growth related facilities; enrollment growth-related projects will
moderate in coming years as growth rates abate.

•

To date, the University has spent more than $1 billion in seismic corrections. Of the
space rated “poor” which remains to be corrected, approximately 87 percent is located
at Berkeley and UCLA (as of September 2008). A study is under way to review campus
plans for mitigating seismic risk and completing the remaining work.

•

Campus facilities age and wear out under normal use and periodically must be renewed
or upgraded. For example, heating, ventilation, electrical and plumbing systems,
elevators and roofs all may need to be replaced multiple times over the life of a building.
The University has a substantial backlog of deferred maintenance, which has been
exacerbated by long-term underfunding.

•

In addition, the nature of academic, research and clinical programs changes over time
and these changes, such as new initiatives in disease prevention and cures and energy
research, require different types of specialized space. Improvements may include
construction of new facilities or renovation and upgrade of existing facilities.

Source: UCOP Budget and Capital Resources
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Indicator 77 (continued) Types of Capital Projects, 2007-08 to 2009-10
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Indicator 78
Sources of State- and Non-State-Supported Capital Spending, 1998-99 to 2009-10

Note: Figures are adjusted for inflation.

•

The University’s capital needs historically have been met with both state- and non-state
funds.

•

Non-state funds from gifts, grants, debt financing and other sources are typically used to
support student and faculty housing, parking, athletics, recreation and other studentfunded facilities, medical centers and sponsored research programs.

•

State funds, including State General Obligation (GO) bonds, which require voter
approval, and lease revenue bonds, which do not, have been the primary sources of
funding for core academic activities—that is, general campus and health sciences
education facilities—since the mid-1980s.

•

The last voter-approved GO bond measure for higher education was in 2006 and
provided state funding for two years. Funding in 2008-09 and 2009-10 reflects the
absence of such bond funds and the more restricted use of state lease revenue bonds.

•

The availability of GO bond funding for state-supported projects in future years as a
reliable and significant source of funding for capital needs is a major issue for the
University. The University estimates that it will need more than $1 billion per year over
the next five years to address its most pressing facilities needs for core academic
activities, such as new research and other instructional facilities to support growth in
general campus and health sciences programs, correction or replacement of seismically
deficient facilities, renewal or replacement of building systems, and improvements to
campus utility systems.

Source: UCOP Budget and Capital Resources
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Indicator 79
Total Gifts, UC and Comparison Institutions, 2004-05 to 2008-09

*University of Illinois does not report separately for its campuses.

•

Over the last several years, UC has been very successful in raising philanthropic
support even compared to our peers, some of whom are among the most successful
fundraising institutions in the country.

•

In the fiscal year ending June 30, 2009, UC received more than $1 billion in private
support for the ninth year in a row. Although the economic crisis clearly impacted the
amount of support that UC as well as other charitable institutions received, funds raised
in 2008-09 exceeded early projections and represented the second most successful
fundraising year in the University’s history.

•

Gift volume at UC is influenced by the age of the campus, size of its community, and
number of health science programs (which attract almost half of all private support). In
addition, campus development programs are at different states of maturity. Many
campuses have only recently expanded them to include planned giving, reunions,
parent programs and other services that are features of comprehensive fundraising
programs.

Source: Council on Aid to Education
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Indicator 80
Donor Restrictions on Gift Support, 2008-09

•

In 2008-09, UC received approximately $1.3 billion in new gifts, compared to $1.6 billion
the previous year.

•

As is the case with philanthropic support at colleges and universities across the country,
the vast majority of support that UC receives is restricted by donors to specific
purposes. In 2009, for example, approximately 98 percent of gifts UC received had
donor restrictions; only about 2 percent was given to UC without donor-imposed
restrictions.

•

Although the percentage of gift support devoted to different areas—department support,
research, capital improvements, etc.—varies from year to year, the percentages for
2008-09 shown in the chart above are typical.

•

The limited amount of unrestricted gift support that UC receives may be influenced by
donors’ preference to give to specific programs and purposes where they have a strong
personal interest.

Source: UCOP Institutional Advancement
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Indicator 81
Endowment per Student, 1998-99 to 2008-09

•

An institution’s endowment represents money or property that has been donated over
the years, usually with the stipulation that it be invested with only the returns on the
investment being spent.

•

The interest from endowment funds supports a range of activities, including endowed
chairs, financial aid and research. However, there continue to be significant operational
needs for which state funding and student fees are sometimes the only feasible option.

•

As of June 30, 2009, the regents and campus foundations together held $7.8 billion in
endowment funds, a decrease of about 18.4 percent over the prior fiscal year.

•

Although their endowments also have shrunk in the current fiscal crisis, elite private
research universities still have a per-student endowment that is significantly greater
than that of UC and most public institutions.

•

For many years, public schools such as UC relied on state support the same way that
private schools relied on endowment payout. As state support for education has fallen,
endowments are sometimes viewed as one way to help make up the difference.
However, endowment funds would have to increase by more than 250 percent from
their current value (from $7.8 billion to more than $28 billion) in order for them to
generate enough income to cover the $814 million reduction in state funding that UC
received in 2008-09 alone. The additional endowment funds would also need to be
unrestricted, i.e., not dedicated to specific areas as are the vast majority of endowed
gifts.

Source: Council on Aid to Education
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Indicator 81 (continued) Endowment per Student, 1998-99 to 2008-09
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Indicator 82
Greenhouse Gas Emissions, 1990 to 2008

•

Through its Policy on Sustainable Practices, UC has pledged to reduce its greenhouse
gas emissions to year 2000 levels by 2014, and to 1990 levels by 2020.

•

These goals are consistent with the targets established by the Global Warming
Solutions Act, which Gov. Arnold Schwarzenegger signed into law in 2006. In an era of
rising utility costs, they also reflect strategies for reducing costs.

•

UC campuses have developed plans to achieve their targets and currently are
implementing emission reduction projects; the University will track progress on an
ongoing basis.

•

Campuses report emissions publicly through the California Climate Action Registry
(www.climateregistry.org/CARROT/public/reports.aspx) and the American College and
University Presidents Climate Commitment (http://acupcc.aashe.org).

•

Additional information about UC’s sustainability-related goals, implementation
procedures, and accomplishments can be found in the UC Policy on Sustainable
Practices and in the Annual Sustainability Report to the Regents. Both reports are
available at www.universityofcalifornia.edu/sustainability/reports.html.

Source: UC Budget and Capital Resources
Note: Data are estimates of tons of carbon dioxide-equivalent (CO2e) associated with campus utilities and onsite
fuel combustion. Future inventories will include additional sources, including greenhouse gas emissions
generated from faculty/staff/student commuting and university-funded air travel. Universitywide statistics are
available where all campuses have available data. Medical center emissions are included with their associated
campus. 2007 systemwide data include imputed levels for UCSF, which is not shown separately.
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Indicator 82 (continued) Greenhouse Gas Emissions, 1990 to 2008

Note: Berkeley’s emission goal is to reach the 1990 level by 2014; Los Angeles’ emission goal is to meet the 2000
level by 2011.
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