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 Memo from the Provost 

Excerpts from the 7/18/25 memo from Provost and Executive Vice Chancellor Hal Stern to 

Deans and Vice Chancellors/Vice Provosts. 

I want to extend my deepest gratitude to everyone involved in the preparation and submission of 

budget plans for the 2025-26 budget cycle. The expanded use of all funds, multi-year planning, 

and implementation of the revised budget model for schools provided a data-rich picture of 

financial trends to help inform the initial approved budget plan for fiscal year 2025-26 (FY26). I 

hope the multi-year planning process was informative for you and your team, and that you will 

use the developing budget model and shared planning assumptions to help inform unit-level 

strategic, financial, and operational planning for future years.   

The plan for FY26 shows a modest deficit due largely to State budget cut. FY27 and FY28 

estimates indicate that under current assumptions regarding state funding, federal funding, 

salary plans, and unit spending the core budget is stable, but only because units are taking 

actions to align spending with projected available resources.  If continued progress is not made 

toward unit and campus financial stability plan goals, the financial landscape that is shown here 

will not be possible to achieve.  

State and Federal Funding 

The final California State Budget offers an improved outlook for FY26. Instead of an 8% cut, the 

final budget reflects a 3% reduction in base resources to the University of California. With less 

of a cut from the state, the final 19900 base budgets reflect an increase in resources compared 

to the planning assumptions shared at the start of the budget cycle. Academic unit budgets 

have been adjusted to an average cut of 1.5% (from 3.5%) and support unit budgets adjusted to 

a 2.5% cut (from 5.0%). These numbers are reflected in the multi-year planning templates. 

While this is good news, it is important to keep in mind that the budget cut is exacerbated by 

unfunded cost increases, such as the approved UC salary plan increases for policy-covered 

faculty and staff at 3.2%. Tuition rate increases will cover some of the cost growth, but not all.  

The federal funding landscape remains highly uncertain. We are identifying potential impacts so 

that we are ready to act as needed. We expect that reduced funding to federal agencies will 

result in fewer direct grant and contract resources and reduced indirect cost recovery (from both 

a decrease in volume of direct funding as well as a reduced indirect cost recovery rate) . Current 

multi-year planning assumptions project a loss of indirect cost recovery of 20% in FY27 as our 

base case scenario, and worst-case scenarios assume as much as 50% ($70M).   

Budget Model 

For schools, the budget plan for FY26 is based on a transition from the draft budget framework 

to the mission-based budget model. Changes to the new model were informed by consultation 

with the campus budget workgroup, Academic Senate, school leadership, and campus 

stakeholders via townhalls, presentations, and discussions over the past year.  

For support units, the scope of the budget model development is being revised. Instead of 

creating an administrative burden with a deep dive analysis (and potentially creating confusion 

relative to efficiency workgroups and unit implementation of stability plans), the focus for the 
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next year is to define distribution logic for specific fund sources such as indirect cost recovery 

from auxiliaries, self-supporting programs, contracts and grants, and funds related to student 

services.  

Financial Stability Plans 

It is important to continue to implement unit-level financial stability plans and achieve cost 

control measures by carefully tracking progress throughout the year. If needed, adjustments 

should be made with the goal of achieving solvency within an appropriate timeframe. This 

means achieving a positive net balance before unit reserves drop below zero. To be considered 

fiscally healthy means maintaining annual surpluses and deficits within a reasonable level and 

reserves within recommended levels. Units projecting to run a deficit and low reserves will need 

to take actions to achieve a balanced budget. The Budget Office will schedule budget-to-actuals 

check-ins for mid-fall and winter. Be prepared to discuss your updated plans and progress 

toward savings and revenue goals at these meetings.   

The campus continues financial stability plan efforts with efficiency work groups focused on 

functions with possible campus-wide impact. The efficiency groups identified are pre- and post- 

award administration, human resources and payroll. We will also be implementing changes 

related to information technology operations based upon the campus IT assessment conducted 

last winter.   As efforts to close the structural budget gap continue to evolve, additional 

functional areas may be added for review. 

The budget outlook has improved since the budget planning cycle was launched, but the 

campus still faces an underlying structural deficit and significant uncertainties related to federal 

and state funding. Units are encouraged and expected to carefully track fiscal health and 

progress toward goals and adjust as needed. 

Thank you for your continued support and dedication.  
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 Executive Summary 

The UC Irvine operating budget for the 2025-26 fiscal year (FY25) is $7.8 billion, of which about 

half is associated with UCI Health patient services, one third is associated with other non-core 

activities (i.e., auxiliary units like housing and parking, contracts and grants, self-supporting 

degrees, and health-related funds that support the campus), and the remaining are core funds. 

The core funds operating budget is $1.25 billion. Core expenses are expected to exceed this 

amount, resulting in a small deficit budget for FY26 at ($31M). The chart below depicts the core 

operating budget financial trends for sources (income) and uses (expenses) over the past few 

years, the budget for 2025-26, and projections based on the assumptions detailed in section 7. 

 

Source: Campus Multi-Year Forecast 

The deficit is predominately due to the state budget reduction and continued expense growth at 

a faster pace than revenue growth. The challenges for FY27 and beyond relate to the 

assumption that federal funding for contracts and grants and associated indirect cost recovery 

(ICR) will be significantly impacted.  The assumption for the above scenario is that core ICR will 

be reduced by 20%. 

UC Irvine is actively managing resources to achieve a stable budget environment with a multi-

year financial stability plan, strategic use of reserves, and the implementation of the new budget 

model, planning structure, and increased transparency in financial planning. Plans for fully 

resolving the previously defined structural deficit have been defined and are being actively 

implemented. The orange area on the chart above shows the scale of the projected deficit if 

school and division savings efforts fall short of savings and revenue goals identified in 

respective unit stability plans.  
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1 Introduction 

This document provides an overview of UC Irvine’s operating budget for fiscal year 2025-26.   

The annual budget process is an important opportunity to review strategies and priorities and to 

allocate resources to support the missions of teaching, research, and service. The budget and 

planning process involves reviewing fiscal health, identifying available revenues and growth 

opportunities, addressing challenges, and aligning resources to achieve strategic goals. 

 

2 Budget Principles 

The budget development process is informed by the following principles: 

• Prioritize Mission and Goals – Allocate resources to support instruction, research, and 

public service in the context of UCI's strategic priorities and goals, including fostering 

academic excellence, student success, and advancing research. 

 

• Align Budget with Strategy – Align budgeting and resource allocation efforts with 

campus strategic planning to achieve outcomes that maximize impact. Develop and 

maintain sustainable operating budgets that are informed by data-driven multi-year 

financial models. 

 

• Emphasize Transparency – Establish a budgeting culture at UCI that is transparent 

and produces a clear picture of all campus sources and uses. 

 

• Implement a Clear Allocation Model – Establish a budgeting and allocation 

methodology that is rational, fair, predictable, data-driven, and incentivizes financial 

responsibility, operational efficiencies, research productivity, and student success. The 

metrics used should be clear but not administratively burdensome to manage. 

 

• Value our Workforce – Ensure faculty, staff, and student employees are supported 

appropriately to achieve UCI’s highest priorities and recognize the key contributions of 

staff and support areas to our academic mission. 

 

• Support Infrastructure – Develop multi-year capital and infrastructure investment plans 

that support UCI’s long-term strategic plans, reduce operating costs by addressing 

deferred maintenance needs, and incorporate ongoing operations and maintenance 

costs, sustainability, and business transformation opportunities. 
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3 Annual Budget Process and Timeline 

Annual Budget Process 

 

Timeline 
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4 Budget Overview 

The total operating budget for UC Irvine is $7.8 billion in fiscal year 2025-26.   

4.1 Chart: Total Operating Budget - Sources (Income and Appropriations) 

 

 

Of this, the core funds operating budget for the general campus is $1.25 billion, which is 

the focus for the remainder of this document and is depicted by the blue pie chart above. The 

core funds and general campus budget representations shown below exclude UCI Health 

patient care activities but include the academic activities of the College of Health Sciences 

(Schools of Medicine, Nursing, Pharmacy & Pharmaceutical Sciences, and Population & Public 

Health). A more detailed version of the budget plan showing projected sources and projected 

uses for Core and Non-Core funds is outlined below in Table 4.2. 
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4.2 Table: FY26 All Funds Operating Budget for the General Campus 
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5 Core Financial Forecast and Financial Stability Plan Update 

In 2022, UC Irvine began work on a financial stability plan in response to a projected funding 

shortfall and a persistent trend of expenses growing faster than new revenues (sources). The 

current multi-year forecast below illustrates financial actuals for FY22-FY25, the approved 

budget for FY26, and forecasts for FY27-FY28. The same view is also shown in the executive 

summary and the Budget Office Financial Stability Plan webpage. This depiction of projected 

resource and expenditure trends is based on information available in fall 2025. 

5.1 Chart: UC Irvine Core Funds Financial Trends 

 

Source: Campus Multi-Year Forecast 

The representation above assumes that financial stability planning efforts defined by 

every campus unit are successfully implemented to enable continued progress to a 

sustainable core funds budget. Stability plans include cost savings, FTE reductions, 

shifting costs to allowable non-core resources, and increasing revenues to align 

spending with available resources. The orange area on the chart shows the scale of the 

projected deficit if schools and divisions are unsuccessful in achieving stability plan savings and 

revenue goals. Financial stability plan efforts and strategies will continue until the funding gap is 

resolved.   

Assumptions included in the forecast related to sources: 

• state funds are subject to a net cut of 6.2% in FY26, will increase by 2% in FY27 and by 

4% in future years. 

• tuition rates for incoming cohorts will increase in line with the consumer price index,  

mailto:https://budgetoffice.uci.edu/budgeting/financial-stability-plan/index.php
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• non-resident supplemental tuition increased by 9.9% in FY26 to help offset some of the 

state cut; future year increases will match inflation. 

• undergraduate enrollment will remain mostly flat,  

• graduate enrollments to self-supporting professional degree programs will grow,  

• doctoral enrollments are expected to decline overall, but may increase in some 

disciplines (e.g., related to stable or growing grant and contract funding), 

• indirect cost recovery from grants and contracts will be heavily impacted by changes in 

federal funding due to anticipated reductions in agency budgets and in regulations 

related to the indirect cost recovery rate; the current assumption is a drop in core indirect 

cost recovery by 20% in FY27. 

• general and administrative (G&A) assessment funds will increase in proportion with the 

expansion of the health enterprise and based on revised rate methodology applied to all 

auxiliary and self-supporting degree programs. 

Expenditure assumptions include the following: 

• salary and benefits cost increases become more modest in future years to better align 

with available resources, 

• non-payroll cost increases range from 2-4%. 

 

6 FY26 Budget Detail by Organization 

Table 6.1 below is a more detailed version of the FY26 budget, depicting a breakdown by 

schools, support units, and central organizations1. The budget detail represents the fully 

approved budget for anticipated core sources, which include campus allocations to units. It also 

shows projected non-core sources. For uses, the budget represents the consolidated expense 

forecasts submitted by units with their budget submissions and updated via an adjustment 

process that was allowed through the end of September. The final approved budget that will be 

used to track activity throughout the year is the adjusted budget documented here dated 

October 24, 2025.    

A common occurrence when introducing a new all-funds, multi-year planning structure is that 

unit revenues tend to be underestimated, and expenses tend to be overestimated. It is expected 

that multi-year planning will become more sophisticated and will result in smaller variances from 

actuals as individual units become more proficient at budgeting and multi-year planning in years 

ahead.  

 

 

 

 
1 Central organizations are a part of the organizational hierarchy used to track activity such as undergraduate 
and graduate financial aid, student loans, capital projects, accounting entries to meet Governmental 
Accounting Standards Board (GASB) reporting requirements, campus-wide revenues, and campus-wide 
expense obligations like debt and insurance payments. 
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6.1 Table: FY26 by School / Division 

 

Source: FY26 Approved Core Funds Budget – Adjusted 10/24/25 
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6.2 Table: FY26 by School / Division 
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6.3 Table: FY26 by School / Division 
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6.4 Table: FY26 by School / Division  
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6.5 Table: FY26 by School / Division  
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6.6 Table: FY26 by School / Division  
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6.7 Table: FY26 by School / Division  
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6.8 Table: FY26 by School / Division  
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6.9 Table: FY26 by School / Division  
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6.10 Table: FY26 Central Control Orgs* and Total Budget 

 

 

* Central Control Orgs include undergraduate financial aid and scholarships, graduate aid, 

financial services (student billing and loans), accounting (capital/plan accounts and non-

operating accounting activity required by General Accounting Standards Board regulations), and 

campus-wide programs, revenues, debt service and insurance in the central control planning 

organization. 
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7 Conclusion 

The financial roadmap for UC Irvine shows an improved outlook across central resources.  This 

reflects the implementation of the budget model for schools and cessation of the practice of 

automatically funding salary increases, whether funds exist or not.  With this new approach, 

units receive their respective share of core sources and manage within those resources. In 

making these updates, the central budget is now stabilized, meaning that reserves can be 

directed toward strategic needs and priorities, reversing the prior trend of rapidly depleting 

central reserves. At the school and division planning level, the revised funds flow highlights the 

economic reality that new resources continue to fall short of expenditure growth. With that 

dynamic, most operating units have structural deficits and are implementing cost savings 

measures including reducing faculty and staff FTE, shifting costs to allowable non-core funds, 

pursuing new revenue streams, and making difficult program and structural changes.  

For units showing a planned operating deficit in the FY26 budget picture, this could represent 

several possibilities. One possibility is that the school/division has reserves and plans to spend 

into those reserves over the next year or two while stability plan goals are implemented. Some 

stability plan goals will take several years to fully implement and achieve. In some cases, those 

savings and revenue goals are not yet reflected in the current year financial plan. 

For units showing a core funds net surplus, it does not mean that the financial challenges are 

fully resolved for that unit.  Rather, it means that the unit has a plan for how to adjust their 

operating activities to align with available resources. There are significant cost control and fund 

optimization measures being implemented across the campus to achieve a stable budget. 

Examples of actions being implemented to achieve the improved financial performance that is 

shown in the financial projection through FY28 include reduced faculty and staff positions 

through attrition or layoffs, implementation of centralized or shared services, elimination or 

evolution of services that can no longer be maintained at the same level, leveraging allowable 

non-core resources, cutting back on operating costs, re-evaluating program priorities, and 

realizing efficiencies in instructional delivery while continuing to emphasize quality and support 

for student success.  

 

  


