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I’m pleased to share with you the 2019-20 Annual Base Budget for the University of California, Merced
for the period beginning July 1, 2019 and ending June 30, 2020. This annual budget sets the financial
course for the campus and defines its priorities and strategic direction.
This annual budget comes at a time of changing leadership, but also at a time of greater stability for our
campus. UC Merced is nearing completion of Merced 2020, which will double its physical size, allowing
for increased enrollments, sustained growth and more intensive research. The campus, which has long
operated on business and financial systems borrowed from other UC campuses, is developing a modern
and effective organizational infrastructure, including for its budgeting, that meets its unique needs – and
quite possibly can serve as a model for other, more mature campuses.
As we maintain our momentum on student success, academic distinction and research excellence, while
also delivering Merced 2020 on time and on budget, we must focus on strengthening our financial position
through continued evaluation of funding uses via general budget management practices, organizational
efficiencies and campus sustainability.
The University of California system has traditionally asked the State of California for annual budget
increases based on enrollment growth, without framing that growth in any particular context. In 2018-19,
President Napolitano changed UC’s approach by organizing campus requests for additional funding
according to a multi-year plan that addresses three important long-term goals — to improve our
graduation rates, to ensure that every student has an equal chance to succeed regardless of their
background, and to ensure that our research enterprise continues to support the State of California.
While we are optimistic that this new strategy will be well received in Sacramento, in the meantime, it is
critical that we efficiently manage the funding we do receive and set the campus on a course to financial
sustainability. To that end, in 2015-16 UC Merced began a multi-year plan to modernize our budget and
financial processes and systems on campus. Over the last year, the many ways that we are fulfilling this
plan include the development of an Academic Budget Planning Process and the replacement of our
Financial System.
While efforts to contain costs can yield tangible results in just a few years, developing the infrastructure
needed to generate revenue is a longer-term commitment. We are doing important work to build our
capacity to increase revenues in the areas of auxiliary enterprises, fundraising and University Extension,
as well as an assessment of our core funds.
I encourage you to read this report and learn more about our 2019-20 Annual Base Budget and our plans
for financial sustainability and self-sufficiency at UC Merced discussed in the budgetary discussion and
analysis and executive summary that follows.
Sincerely,
Michael Riley, CPA
CFO and Interim Vice Chancellor for Finance and Administration
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At UC Merced, we are committed to a policy of transparency in our budget process and financial reporting.
As detailed in the following pages, our total annual base budget for FY 2019-20 is $321.6* million, which
includes $149.6 million from state general funds and $124.3 million from student tuition and fees, the
primary source of funding for our campus. This represents an increase of $13.4 million or 4.3% from the
FY 2019 base budget. Of this increase, $9.7 million is attributable to state general funds and increases in
tuition and fee revenues due to enrollment growth. The remaining $3.7 million is from previously
unallocated revenues from investment income and central campus indirect cost recovery to cover campus
debt service.
The funding uses of these incremental revenues were approved by the Chancellor and Provost with the
endorsement of the Joint Vice Chancellors and Dean’s Council. The following items were approved to be
funded for FY 2020

These incremental funding items will be held centrally with allocations to be made throughout FY 201920 as positions are filled, merits are approved, and new buildings are delivered. Funding uses for HSRI
Director – Disc. Funds and Global Grant Proposal will be reflected once the general ledger system is
available in August 2019. These incremental increases are currently reflected in the centrally budgeted
funds summary.

* Auxiliaries budget does not reflect the most recent forecast for FY 2020 and the information reflected
above is based on the current permanent budget in UCLA GL System as of May 2019.
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The objective of the budget discussion and analysis is to give readers an overview of the operating
budget for the University of California, Merced (UC Merced). The processes and systems being created
today allow for the next phase of UC Merced’s growth and maturation, and better prepare it to meet
challenges unique to UC Merced’s student body, its geography and the new financial realities that mark
our current times. The following discussion lays out the major areas that will require financial resources,
as included in our budget, key financial challenges we expect to experience in the years to come, and
our strategies to achieve financial sustainability which are detailed in the pages to follow. These
strategies are a response to the growth of our capital infrastructure, our student base and our research
enterprise.
A. 2020 Project Update
By far the most ambitious and largest project our campus has endeavored to achieve, the 2020 Project
team is on track to deliver the following facilities in Summer 2019:
x
x
x
x
x
x

Building 2A: Sustainability Research and Engineering (SRE)
The first of two wet lab research buildings
Building 2B: Art and Computational Sciences (ACS)
The Bellevue Loading Dock (1H)
A critical new research server facility (2D)
The Recreation Field (3N)

SRE will include 25 wet labs, 31 dry labs and 11 classroom labs, with a focus on sustainability research
and mechanical engineering. Exceptionally flexible design in the wet/dry labs has enabled the campus to
accommodate a wide range of sciences in SRE. ACS will include an array of much-anticipated new
specialized art, dance and music instructional studios, as well as computational space for theoretical
chemistry, physics and applied math.
Several elements of Phase 3, scheduled to be delivered in Summer 2020, have been completed ahead of
schedule and will now open in August 2019. These include 114 new beds that will open on the upper
floors of Granite Pass, the Recreation Field and the Mineral King Bridge, which connects the new and
existing campus buildings.
The project remains 100% on budget and mostly ahead of schedule. Construction of the first two
deliveries is approximately 92% complete. For the seven new buildings in third delivery, design is 88%
complete and construction is 38% complete. The 134-acre construction site is bustling, with up to 700
construction workers, six days a week and 15 hours a day.
UC Merced’s Office of Space Planning and Analysis completed a comprehensive strategic space
allocation plan for all existing and new buildings, following nearly 1,300 hours of faculty, staff and
student consultation. The process encouraged input from all parts of campus, iteratively publishing and
revising the plan until reasonable consensus was reached. Over a dozen backfill projects will be
developed and implemented as an outcome of the space allocation plan, enabling the institution to
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house programs and departments in a manner that optimizes student interaction, faculty recruitment
and collaborative research.
B. Strengthening our financial position
1. Cost Containment
UC Merced’s remarkable strides in student success, academic distinction and research
excellence, along with its delivery of Merced 2020, have been achieved by doing more with less.
As we look to maintain momentum on these fronts, as well as to confront emerging challenges,
we must continue to find ways to manage and stretch our limited resources. The following three
strategies have been developed to achieve cost containment: general budget management,
organizational efficiencies and campus sustainability.
General Budget Management
The University of California system has traditionally asked the State of California for annual
budget increases based on enrollment growth, without framing that growth in any particular
context. This year, President Napolitano changed UC’s approach which UC Merced believes will
bring a proportionally greater share of funding to the campus. However, it is critical that UC
Merced efficiently manage the funding we do receive. To that end, in 2015-16, UC Merced
began a multi-year plan to modernize our budget and financial processes and systems on
campus. The two primary deliverables of this plan include the development of an All-Funds
Budget Planning Process and the replacement of our Financial System.
All-Funds Budget Planning
The All-Funds process provides a macro-level accounting of campus revenue sources as well as
base budgets for operations. Developing and standardizing an All-Funds view for financial
managers has improved accountability and transparency while also enabling a strategic planning
function that was previously underdeveloped. The multi-year plan has three phases: Re-set Base
Budgets (FY17 - FY18); Establish Annual Budget Planning Process (FY19 - FY21); and Implement
Integrated, Flexible, Mission-Driven Budget Planning Model (FY20 – FY23).
The first phase, completed in 2017-18, focused on identifying known unfunded commitments,
understanding sources and use of funds, and resetting the base budget amounts in a way that
was transparent and established confidence. Last spring, as part of our second phase of the
multi-year plan, an Academic Budget Planning Initiative launched to run a fall budget planning
process that resulted in the development of a curriculum-based instructional budget. At the
beginning of calendar year 2019, UC Merced successfully completed the first run-through of the
fall budget planning process for the 2019-20 Instructional Budget, a key first step toward a
comprehensive budget call. The next phase will bring in the non-instructional and operational
budget components to the annual planning cycle in future years. More information can be
found at https://dfa.ucmerced.edu/content/academic-budget-planning.
While the focus of the second phase of this plan is to set a disciplined approach to planning for
existing resources and commitments, the third phase will focus on developing and integrating
financial, capital and operational strategic planning through the development of resource
allocation models that reflect our campus vision and academic priorities.
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Financial System Replacement
Since summer 2017, UC Merced has been evaluating various replacement options of our
outdated and cumbersome financial system. In September 2018, UC Merced decided to partner
with UC San Diego (UCSD), as did UCOP, to adopt an Oracle Financials Cloud system. This project
will include a migration to the systemwide Common Chart of Accounts (CCoA) and is scheduled
to go live on July 1, 2020. Our primary goals is to go live with a new Oracle SaaS based
integrated financial system that will provide more transparent, readily available access to the
most current financial information available in order to make data-driven financial decisions that
align with our long-term goals to achieve financial sustainability in the future as the campus
grows to 10,000 students.
More information can be found at https://dfa.ucmerced.edu/content/alpha-financials-project.
Organizational Efficiencies
In our fifth year of workforce planning, organizational efficiency is no longer a new approach for
UC Merced, motivated by necessity but also a desire for improved customer service. We are
gaining expertise in creating leaner business processes. This has required us to implement
technologies, redeploy talent and redesign how work gets done. UC Merced’s efforts have been
focused on two initiatives; Workforce Planning and Modernizing our Systems and Processes.
Workforce Planning
UC Merced has been engaged in a five-year effort to strategically align its future workforce
needs with its financial capabilities. The campus’s Staff Hiring Plan initiative began in 2016 by
identifying new staffing growth for the first 2-3 years of the plan that aligned to our mission
drivers: research excellence, academic distinction and student success.
In 2018-19 we reached the mid-point of our multi-year staffing plan, and the
Academic/Administrative Organizational Efficiencies and Sustainability (OES) working group,
which included all senior leadership including all the school deans, spent the last 12 months
finalizing the multi-year plan. By improving standard processes and centralized business
services, OES reduced the requested number of new staff positions to fit within budget while
increasing operational efficiency.
With an approach toward shared governance, the OES group was able to prioritize 126 positions
and commit approximately $8 million to achieve these new hires over the next three years.
Roughly two-thirds of those hires will be designated to ensure appropriate staffing for our new
Merced 2020 buildings, classrooms and laboratories. We estimate that $1 million of the cost will
be covered by savings realized through workforce restructuring and the modernization of our
systems and processes.
Modernization of Systems and Processes
Through the shared governance approach of OES, UC Merced reviewed proposals to modernize
and streamline procurement, travel processing, workforce administration, centralization of
business services, research administration, donor relations, marketing, events management and
academic restructuring. The proposals outlined how the campus can achieve significant cost
savings through new business processes, the use of technology and the consolidation of
administrative functions. In this way, the campus is expanding its workforce planning initiative
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into a comprehensive human capital management approach that will serve the campus for the
foreseeable future.
Supply Chain
This spring, UC Merced successfully launched our new e-procurement system, Bobcat Buy.
The implementation team trained more than 250 campus buyers and approvers, and the
mobile app — in which purchases can be approved with the swipe of a finger — is
generating widespread praise. The new tool enhances the way we procure and pay for the
goods and services that further our mission of research, teaching and public service, and it
represents the first delivery of a multi-year program to modernize our supply chain.
Centralization of Business Services
The shared governance model recommended the further centralization of our business
operations beyond the current central services that are provided by our Administrative
Coordination Team (ACT), to include procurement and travel transactions. The goals are to
increase efficiencies with the implementation of new technologies, to standardize
processes, and to positively and proactively support the redeployment of staff who spend a
large proportion of their time on procurement and/or travel-related transactions to a
central business services group.
Workforce Administration
Over the last 12 months, our Human Resources department in partnership with our Office of
Information Technology designed and built a new Workforce Administration (WFA) solution
that will allow for single-platform submission of hiring and employee administration forms
with a role-based automation of workflow. Within the new system, managers can initiate
personnel actions such as hiring, promotion, salary increases and payroll processing. WFA
not only supports transactions, but also, as the system of record, stores a history of the
entire employee lifecycle, from hire to retire. WFA has been successfully piloted with two
divisions and is scheduled for release to campus soon. Watch the video to learn about WFA.
More information can be found at https://dfa.ucmerced.edu/WFA.
Research Administration
Merced has undertaken a restructuring of contracts and grants administration to improve
efficiency in grant submission and management and to enhance service levels to faculty
researchers. The restructure will include the creation of “teams” that will focus on specific
processes and defined workflows, with consistent and standardized training for staff and
documentation for procedures and transactions. With these changes, UC Merced expects to
increase extramural funding and achieve a higher degree of customer satisfaction from our
faculty.
Campus Sustainability
UC Merced continues to pursue ambitious goals for campus sustainability. Green goals, once
realized, enable the campus to reduce energy costs and offsets to gain cost savings as the
campus grows and adapts to change with a focus on carbon neutrality, energy efficiency and
waste reduction/diversion.
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Carbon Neutrality
UC Merced utilizes the FOVEA tool to evaluate our progress in achieving carbon neutrality.
The preferred portfolio for our campus indicates that UC Merced will not only achieve
carbon neutrality in 2020, but that this achievement will bring with it a net cost savings of
over $23 million to the campus through 2037. UC Merced’s approach to carbon neutrality
also incorporates a cutting-edge partnership with the regional waste authority to utilize
biogas to generate electricity and heat for the campus.
Net Zero Energy
This campus-specific goal, originally set forth in the 2009 Long Range Development Plan, is a
subset of the overall carbon neutrality goal and is being achieved as part of that strategy. UC
Merced foresees achieving the clean energy goals established with the UCOP Sustainable
Practices Policy in 2020.
Zero Waste
The zero-waste goal is made up of both waste reduction and waste diversion goals. UC
Merced has already achieved the per-capita waste reduction goals for 2020. Changes in
domestic and international recycling policies have continued to present challenges in
diverting several waste streams, especially plastics, from the landfill. UC Merced has actively
pursued and obtained CalRecycle grants for food waste diversion and, to date, has rescued
over 800,000 pounds of food that would otherwise have been sent to the landfill.
2. Capacity to Increase Revenues
While efforts to contain costs can yield tangible results in just a few years, developing the
infrastructure needed to generate revenue is a longer-term commitment. UC Merced’s efforts
are focused on building capacity to increase revenues in the areas of auxiliary enterprises,
fundraising and University Extension, as well as an assessment of UC Merced’s core funds.
Core Funds
More than 75% of the campus’s total revenues come from the state (52%) and from tuition and
fees (24%).
Without these levels of state support, UC Merced could not have reached its current milestone
nor achieve its distinction of serving as many in-state resident students as it does. Looking
forward, these levels will need to be maintained so that UC Merced, even as we aggressively
seek to diversify our revenue portfolio, can sustain its growth and continue to make its unique
contribution to California.
UC Merced has several initiatives underway to improve cash flows so that the campus does not
take on additional debt. The debt ratios are forecasted to remain at approximately 9 – 10% of
operating expenditures through FY 24-25. Two critical ways to build up cash reserves include the
successful financial operation of our auxiliary enterprises and improving our fundraising results.
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Auxiliaries
Auxiliaries and Fiscal Innovation (AFI) is a new department founded in September 2018 to
improve the efficient management of auxiliary revenues and expenditures. UC Merced is
exploring and undertaking several key initiatives that will fundamentally change the financial
health of auxiliaries on our campus. Through a matrixed management structure, the new AFI
department will partner with Student Affairs to ensure that UC Merced achieves our student life
objectives while improving customer satisfaction and loyalty for our auxiliary services. Three
areas of focus in the coming year include Dining Services, Housing, and Transportation and
Parking.
Dining
UC Merced dining operations have not been self-sustaining. These losses have prompted a
multi-pronged approach to financial recovery, with a focus on transitioning dining to a revenuegenerating operation with customer satisfaction and loyalty in the next few years. These profits
can then be redirected towards auxiliary operations and student life initiatives. Among the ways
this will be achieved is by introducing a new meal plan for FY 19-20 that will be attractive to our
off-campus students and by creating economies of scale in food production, focusing the
revenue for dining services in areas such as our new Pavilion dining facilities. We are also
retrofitting existing retail spaces to create staff and faculty lounges that will serve beverages and
small bites, as well as opening a restaurant on campus that would be available to the
community at large.
Housing
Housing initiatives include improving vacancy rates (currently at 7-10%), use of waitlist to
manage vacancies, creating new opportunities for off-season housing, working with local
community for off-campus housing options.
Transportation and Parking
We are engaged in conversations focused on combining our bus system with the locally and
nationally subsidized bus system to drastically lower our operating costs.
Fundraising
In the past year, UC Merced has focused on strengthening the university’s fundraising capacity
by implementing a multifaceted strategic approach to development.
To aid in our efforts, the Division of External Relations engaged a development-consulting firm
to conduct a series of fundraising boot camps for UC Merced leadership, faculty and staff.
With the help of this third-party assessment, External Relations is laser-focused on the following
objectives, as identified from the assessment:
x
x

Case Approach: Identify university funding needs and curate for philanthropic priorities.
Infrastructure: Recruit, hire, train, support and manage front-line fundraising staff;
restructure development approach to centralize and proportionately distribute
development efforts; develop fundraising plan(s), benchmarks and activity targets, and
streamline systems as needed; assign development directors by geographic region and

9

x
x

increase university focus on external regions; assist with the hiring of new staff to fill key
positions.
Leadership: Engage campus leaders and university trustees in philanthropy, such as
interacting with prospects, attending and hosting events, and identifying potential new
prospects.
Pipeline: A deeper analysis and predictive modeling process to increase effectiveness of
outreach efforts.

Despite incredibly low staffing levels, employing best practices is leading to some success. We
have raised an average of $4 million per year for the past five years, but this year we have
already surpassed last year’s fundraising revenue of $4.2 million. As of May 29, we have raised
more than $5 million, 90% of our stretch goal of $5.5 million for FY 18-19. In addition, we have
more than $2 million pending, with just over four weeks remaining to surpass our goal.
Although we are confident that the strategies and the institution’s rededication to philanthropy
will generate growing fundraising revenues in the years ahead, adequate staffing remains a
challenge.
University Extension
Over the last year, several programs have been introduced through University Extension. The
Teacher Preparation Program launched in fall 2018, with teacher candidates in both single- and
multiple-subject credential tracks. The majority of these students are UC Merced alumni and
reflect the diverse demographics of our undergraduates. The program recently received campus
approval for the distance Teacher Preparation Program and will now move that initiative
forward to WSCUC for approval. The Bilingual Authorization proposal, which will allow teacher
candidates to pursue that additional authorization to their credential, is currently with the
California Commission on Teacher Credentialing for review and approval.
The Child Development & Care Dual Enrollment pilot was launched in fall 2018 with Chowchilla
High School, contributing to career and college readiness. This is a set of four courses, typically
completed in one semester, that prepare individuals for an Associate Teacher’s Permit for
daycare and after-school care. It is taught in the high school and the students earn college
credit, which starts them on the path of considering post-secondary education. The first year
has been a success, and Chowchilla High has asked to continue and expand the program to two
cohorts of 30 students next year. Three additional area high schools have entered into MOUs to
bring the Dual Enrollment Program to their students.
Extension is also collaborating with CITRIS to develop a series of agricultural technology courses.
The Introduction to Drone Safety and Use course will soon be joined by a remote sensing
course, with more under development for Fall 2018.
Work continues to develop a program for Licensed Vocation Nursing, and we anticipate
launching a Degree Completion curriculum by Fall 2020.
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C. Closing Remarks
As UC Merced emerges at the midpoint of 2020 Project deliveries, UC Merced sees a seasoned
workforce and a motivated administration who is committed to supporting the success of our
students and faculty now in the post -2020 era. UC Merced’s academic and research excellence is
showcased as the campus climbs in the rankings. However, somewhat less well known is the level of
organizational expertise our staff have developed to contain costs and increase operational
efficiencies. While UC Merced is still emergent in the areas of revenue generation, the campus is
focused on building capacity and setting attainable goals. UC Merced’s unique experience and its
adaptable organizational culture puts this campus at an advantage – and it is why the staff, students
and faculty increasingly choose UC Merced over its competitors. The campus focus overall is
working to tackle the challenges ahead and creating a sustainable financial future, committed to its
success.
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