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MEMORANDUM

TO: Members, Joint Legislative Audit and Review Commission
FROM: Hal Greer, Director

SUBJECT: GMU compliance with its Level 3 management agreement
DATE: November 1, 2024

Summary

George Mason University (GMU) has been operating its business functions consistent with terms in
its management agreement. In addition, GMU met most of the applicable business function
performance standards and received a “passed rating” from the State Council of Higher Education
for Virginia (SCHEV) on its most recent assessment of the six institutional performance standards.

Background

The Joint Legislative Audit and Review Commission (JLARC) is required to review GMU’s compliance
with its management agreement, which was effective July 1, 2021. The Code of Virginia (§23.1-1007)
directs JLARC to review compliance of each higher education institution that enters into a
management agreement.

JLARC staff reviewed GMU’s compliance with its management agreement using several methods.
JLARC staff interviewed staff at GMU, SCHEV, the Auditor of Public Accounts, the Department of
Planning and Budget (DPB), and other state agencies. ]LARC reviewed performance data and other
information GMU submitted about each of the university’s six business functions governed by the
management agreement and compared them against standards and requirements in the Code of
Virginia, the Appropriation Act, and the management agreement itself.

The 2005 Restructured Higher Education Financial and Administrative Operations Act (Restructuring
Act) gives public higher education institutions the opportunity to obtain increased autonomy for up to
six key business functions—capital projects, capital leases, information technology, procurement,
human resources, and financial management. In return for this autonomy, the institution is required to
meet certain standards. (See Appendix A for more information about the Restructuring Act.)

GMU was the sixth institution to enter into a management agreement with the Commonwealth,
following the 2006 agreements with the College of William & Mary, the University of Virginia, and
Virginia Tech, the 2008 agreement with Virginia Commonwealth University, and the 2019 agreement
with James Madison University (JMU).
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GMU received autonomy incrementally, moving toward Level 3 status over a nearly 15-year period. In
2009, GMU gained Level 2 delegated authority and received more autonomy for some business
functions, including procurement, information technology, and some aspects of capital leases. In 2016,
GMU was approved to participate in a five-year pilot program, which allowed it to exercise additional
authority beyond Level 2, even though it did not yet have a management agreement. This was permitted
under Part 4-9.02c of the Appropriation Act. This additional authority is referred to as Level 2.5 in the
higher education community. Under this Level 2.5 designation, GMU selected to have additional
autonomy in certain aspects of the capital project process and financial management functions.

In 2019, GMU applied for Level 3 status. After delays due to the COVID-19 pandemic, the governor and
GMU signed a management agreement in March 2021. The 2021 General Assembly then approved the
management agreement, which became effective July 1, 2021. GMU gained autonomy over its
remaining business functions—human resources and the remaining aspects of capital leases, capital
projects, and financial management.

GMU obtained autonomy more incrementally than the three institutions that originally attained
Level 3 status after initial passage of the Restructuring Act. The University of Virginia, College of
William & Mary, and Virginia Tech obtained immediate autonomy over their six business functions
upon the execution of their management agreements. Consequently, there have been fewer changes
in GMU'’s business operations since its management agreement became effective in 2021 because it
already had attained autonomy in procurement, IT, and some aspects of capital leases, capital
projects, and financial management. (See Appendix B for more information about changes GMU has
made since its management agreement became effective.)

As was the case with JMU’s management agreement, GMU is not allowed to retain and earn income
from most of its cash balances (in contrast to institutions that had previously attained autonomy).
GMU staff indicate they are working to change this part of the management agreement to have access
to its cash reserves. The agreement allowed GMU, though, to retain rebates from credit card
purchases and transaction fees paid for sole source procurements for vendors not registered in eVA.

In addition, GMU has yet to fully exercise all autonomy granted, especially in human resources and
capital leases. While it has no immediate plans to exercise autonomy for capital leases, GMU indicated
that it has begun planning how to use its flexibility in human resources.

GMU operates its business functions consistent with its management agreement
terms and meets most relevant business function performance standards

JLARC finds that GMU is operating its business functions consistent with the terms of the relevant
sections of its management agreement. The Code of Virginia directs JLARC to review GMU'’s “level of
compliance with the expressed terms of the management agreement.” JLARC’s review of data,
supporting documents, and narrative submitted by GMU finds that the university is operating
consistently with the sections of its management agreement relating to the six business functions in
which it has autonomy (agreement exhibits A-F).
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JLARC also finds that GMU has met most of the applicable business function performance standards
relevant to its management agreement (Figure 1). GMU met or exceeded 84 percent (32 of 38) of the
applicable standards. It mostly met one standard, partially met two standards, and did not meet three
of the standards. Two of the standards not fully met are due to reasonable delays or issues outside
GMU'’s control during the pandemic: accounts receivable and internal staff progression.

FIGURE 1
GMU met most of the applicable performance standards across six business functions in
which it has received autonomy; did not meet three standards

Financial Procurement IT Cap proj| RE HR

Meets or exceeds- Mostly meetsl:l Partially meetsD Does not meet|Z|

SOURCE: JLARC review of information submitted by GMU staff.

(See Appendix C for more information about GMU’s performance on the standards in each business
function.)

Attaining Level 3 status has had minimal impact on GMU cost, staff, and students

The Code of Virginia directs JLARC to determine whether GMU has realized any cost savings from
attaining Level 3 status. However, not surprisingly, GMU’s incremental path to its management
agreement has resulted in no major cost savings attributable to it attaining Level 3 status in 2021.
This is primarily because GMU began receiving autonomy in some of the six business functions many
years ago. GMU also received autonomy over human resources and capital leases, though it has not
yet exercised its autonomy in these areas. Another reason that GMU has likely not achieved major
cost savings because of Level 3 status is that it has not fully severed its ties to central state agencies
in certain cases. For example, GMU still uses the state benefits systems.

The Code also directs JLARC to assess “any related impact on students and employees of the
institution from execution of the management agreement.” GMU’s incremental path makes this
impact, if any, less noticeable for most GMU staff and students. Specifically:

e Attaining Level 3 status has had a relatively small, but positive, impact on GMU staff. Many of
the operational improvements have made it easier for GMU business staff to do their jobs.
GMU notes that the additional flexibility or efficiency across the business functions (such as
having fewer external requirements) has been welcomed by relevant staff. The largest
potential changes for GMU staff have not occurred, because GMU has not changed its human
resources system after attaining Level 3 status.
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o [tisunlikely students are aware of an institution’s administrative functions broadly, and even
less likely they would notice modest or incremental changes in internal administrative
processes. More broadly, though, students reported being satisfied with GMU when it
surveyed students in FY21 and FY22 (undergraduate students - 84 percent and 87 percent;
graduate students - 92 percent and 93 percent).

GMU “passed” latest assessment against Institutional Performance Standards

The Code of Virginia also directs JLARC to assess compliance with several other performance
standards related to general education. Over time, SCHEV and the higher education institutions have
chosen to focus on six Institutional Performance Standards (IPS).

In September 2024, SCHEV assigned GMU a “passed” rating on the six standards. The standards
address enrollment, degree awards generally and in STEM-H, degrees awarded to underrepresented
populations, and transfers from two-year institutions. GMU was one of the five institutions that
received arating of “passed”. The remaining four-year institutions did not receive pass ratings (seven
were given feedback to address; three were recommended to develop remediation plans).

(See Appendix D for more information about GMU’s performance on the IPS).

Changes needed to JLARC'’s role in management agreement compliance process

During this review, JLARC staff used judgment on which metrics they used to assess compliance. As
outlined in the 2022 compliance memo for JMU, some measures JLARC is directed to review in statute
are outdated and/or no longer useful. Issues with the metrics and how staff decided what to
emphasize in this review are described in more detail in Appendix E.
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Appendix A - Background on the Restructuring Act

The 2005 Restructured Higher Education Financial and Administrative Operations Act (Restructuring
Act) gives public higher education institutions the opportunity to obtain increased autonomy for up to
six key business functions—capital projects, capital leases, information technology, procurement, human
resources, and financial management. In return for this autonomy the institution is to meet certain
standards:

o Restructuring Act state goals and financial and administrative standards: This includes the 12 state goals
for each public institution of higher education and six financial and administrative standards,
which are applicable to all public institutions of higher education.

o Appropriation Act assessments of institutional performance: This includes six general education
measures (assessed by SCHEV biennially), the requirement to prepare a six-year plan (certified
by SCHEV), and additional financial and administrative standards (assessed by SCHEV and
DPB biennially), which differ for institutions with management agreements.

o Management agreement: For institutions with management agreements, the management
agreement and management agreement application (if developed) can contain certain
aspirational goals, either put forward by the university (in the application) or driven by the
governor’s and General Assembly’s desires for that institution (outlined in the agreement
itself). (Note: Neither GMU or SCHEV staff remember an application being developed.)

The Restructuring Act allows institutions to apply for a management agreement. Institutions with
management agreements are referred to as “covered institutions” and are granted Level 3 delegated
authority. To be eligible for Level 3 status, institutions must have a current bond rating of at least “AA-
” from one of the major bond rating services. Institutions are also eligible to apply if they have
participated in pilot programs in finance and capital outlay areas, demonstrated competent management
of those areas, and received additional operational authority in at least one functional area and
demonstrated competent management in that area for at least two years.

The execution of a management agreement does not require that institutions sever ties with state
agencies. Rather, the agreement grants an institution the option to take control of planning and approval
authority in certain operational areas. In this way, the agreement serves as a framework for decision-
making, allowing each institution to evaluate whether to exercise autonomy or remain tied to the state,
based on what makes the most sense from the institution’s fiscal, staffing, and management perspective.
Even within a given operational area, such as human resources, an institution could choose to exercise
more autonomy over some areas, such as hiring and compensation decisions, while continuing to rely
on the state for payroll services and benefits.
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SCHEYV is responsible for developing measures and performance benchmarks for the state goals and
financial and administrative standards outlined in the Restructuring Act, for those not defined
elsewhere in Code or in the Appropriation Act. SCHEV is also responsible for ensuring that the
institution has developed an adequate six-year financial plan. The secretaries of finance and
administration are technically responsible for developing measures and benchmarks for the financial
and administrative measures outlined in Code. Covered institutions, however, are held to a different
set of standards than other institutions. These are outlined in Part 4 of the Appropriation Act.
Together with the six general education measures, these are assessed biennially by SCHEV and DPB.

In addition to these measures developed to assess institutional performance, covered institutions may
also submit additional aspirational goals in their management agreement applications or be held to
other goals or standards outlined in the management agreement. When this occurs, institutional
performance against these goals is evaluated by institutions’ boards of visitors (if these goals are
incorporated into university strategic planning) or by the group of state agency stakeholders tasked
with reviewing institutional six-year financial plans (called “Op Six” and composed of representatives
from SCHEY, the secretaries of finance and education, DPB, House Appropriations Committee staff,
and Senate Finance and Appropriations Committee staff).

SCHEV certification (with the help of DPB) enables the institutions to continue operating with their
current level of autonomy and, historically, provides them with certain financial benefits, including:

e keeping any interest on tuition and fees and other non-general fund educational and general
fund revenues deposited in the State Treasury by the public institutions (for some, but not all
Level 3 institutions);

e keeping any unexpended appropriations of the institution at the close of the fiscal year;

e receiving a pro rata amount of the rebate due to the Commonwealth on credit card purchases
of $5,000 or less made during the fiscal year; and

e receiving a rebate of any transaction fees for the prior fiscal year paid for the institution’s sole
source procurements when using a vendor who is not registered with Virginia’s electronic
procurement system (eVA).
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Appendix B - Summary of changes in GMU business function operations since management
agreement became effective in 2021

GMU'’s flexibility and autonomy over its real estate lease operations are outlined in Exhibit B of the
management agreement. While GMU has had some leasing authority since Level 2, the major change
since achieving Level 3 autonomy was GMU’s ability to enter into capital leases without legislative
authority. However, GMU has not entered into a capital lease since gaining this authority in 2021.

GMUs flexibility and autonomy over its human resources operations are outlined in Exhibit E of the
management agreement. GMU is the only Level 3 institution that has chosen not to exercise much of
its delegated authority to handle human resources operations (as of fall 2024). The ability to establish
an institutional human resource system is the primary autonomy afforded a Level 3 institution under
management agreements. GMU has not yet opted to create such a system, though it is doing some
planning about whether and how best to use this authority.

GMUs flexibility and autonomy over its financial management operations are outlined in Exhibit I
of the management agreement. With a few minor exceptions, most of GMU’s flexibility in this area
did not occur with the adoption of its management agreement but rather with additional delegated
authority under the five-year pilot (Level 2.5) approved in 2016.

GMUs flexibility and autonomy over its procurement operations are outlined in Exhibit D of the
management agreement. The execution of the management agreement did not substantively alter
procurement at the university, as most additional operating flexibility afforded GMU came with its
Level 2 designation approved in 2009.

GMUs flexibility and autonomy over its information technology (IT) operations are outlined in
Exhibit C of the management agreement. With a few minor exceptions, most of GMU’s flexibility in
this area did not occur with the adoption of its management agreement, but rather with its Level 2
delegated authority in 2009.

GMUs flexibility and autonomy over its capital projects are outlined in Exhibit A of the management
agreement. Most of GMU’s flexibility in this area occurred with additional delegated authority under
the five-year pilot (Level 2.5) approved in 2016, though some additional authority came with the
adoption of its management agreement in 2021.
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Appendix C - GMU performance on standards in the six business functions

GMU met some, but not all relevant performance standards in financial management. (Table C-1).

TABLE C-1
GMU met some financial management performance standards; did not meet others
Performance
Standard FY22 FY23
Return on Investment Does Not Meet
1.42%
Debt Burden Meets or Exceeds Meets or Exceeds
2.91% 4.83%
Debt Management Policy Meets or Exceeds Meets or Exceeds
Audit Deficiencies/Unqualified Opinion Meets or Exceeds Meets or Exceeds
Accounts Receivable Standards Does Not Meet Does Not Meet
85% recovered 85% recovered
Accounts Payable Standards Meets or Exceeds Meets or Exceeds
>99% >99%
Financial Reporting and Standards Meets or Exceeds Meets or Exceeds
Credit Rating Meets or Exceeds
Aa3

SOURCE: GMU data, supporting documents, and submitted narrative; Department of Accounts documents; Code of Virginia; Part 4 of the
2023 Appropriation Act; Chapters 76 and 77 of the 2021 Special Session | Acts of Assembly.

Explanation of standards in Table C-1

Return on Investment - This standard comes from the Appropriation Act, and it requires that the three-year average rate
of return on institutional investments be compared with a money market index fund rate of return for the same period.
GMU is the second Level 3 institution that was not permitted to retain its cash balances. GMU notes that the majority of
its local funds have not been actively invested during most of the time period, but rather held in deposit accounts at a
commercial bank. It is only with the Level 3 authority and the resulting establishment of a treasury function that GMU has
started actively investing local funds via a new "Patriot Investment Fund” which opened in November 2023. Due to an
unusually volatile interest rate environment, JLARC slightly extended the time period of review for this measure and used
a single time period rather than individual fiscal years. During the time period the Morningstar Money Market Taxable
benchmark index returned 2.00%, which was higher than GMU's return of 1.42%.

Debt Burden - The standard outlined in the Appropriation Act requires that the institution demonstrate that its debt
burden ratio was, in each of the years measured, equal to or less than the level approved by its board of visitors. For the
years evaluated in this review (FY22 and FY23), GMU's Board of Visitors has maintained a policy that sets the debt burden
ratio threshold at 10 percent. GMU'’s actual debt burden ratio in each year has consistently been below this threshold. The
debt burden ratio was 2.9% in FY22 and 4.8% in FY23.



MEMORANDUM
October 16, 2024
Page 9

Debt Management Policy — The management agreement outlines the university’s commitment to comply with its own
debt management policy approved by its board of visitors. According to the management agreement, this policy should
establish guidelines on the total permissible amount of outstanding debt, based on the balance sheet resources and annual
debt service burden; the board of visitors should review and update these guidelines periodically. GMU attests to full
compliance with the parameters and policies set forth in the debt management policy approved by its board of visitors.

Audit Deficiencies/Unqualified Opinion — The standard outlined in the Appropriation Act requires documentation of an
unqualified opinion from the Auditor of Public Accounts (APA) after an audit of the institution’s financial statements. In
addition, the standard requires documentation that there are no significant deficiencies attested to by the APA. In FY22
and FY23, APA found that GMU's financial statements aligned with generally accepted accounting principles in the United
States.

Accounts Receivable Standards — The standard outlined in the Appropriation Act requires that institutions substantially
attain accounts receivable standards approved by the state comptroller, including, but not limited to, any standards for
outstanding receivables and bad debts. DOA's standard for this metric is that outstanding receivables should not exceed
10 percent.

In both FY22 and FY23, GMU recovered 85 percent of outstanding receivables; this means the institution had a rate of 15
percent outstanding receivables, which is 5 percentage points higher than the threshold. GMU notes that this was during
the pandemic and a variety of commercial disruptions led to it temporarily relaxing its receivable and collection efforts.

Accounts Payable Standards — The standard outlined in the Appropriation Act requires that institutions substantially
attain accounts payable standards approved by the state comptroller, including but not limited to, any standards for
accounts payable past due. DOA'’s standard for this metric requires higher education institutions to have a prompt payment
rate of 95 percent or higher to maintain compliance. In FY22 and FY23, GMU had a prompt payment rate of over 99
percent.

Financial Reporting and Standards — The standard outlined in the Appropriation Act requires that institutions
substantially comply with all financial reporting standards approved by the state comptroller, as well as with such other
financial and administrative standards that the governor may establish or which may be included in the Appropriation Act.
The Department of Accounts (DOA) has provided documentation and attested to GMU complying with all financial and
administrative standards and all reporting requirements.

Credit Rating — The standard outlined in the Appropriation Act requires institutions to demonstrate that at least one of
the three rating agencies (Moody's, S&P, or Fitch) has given the institution an unenhanced rating within the last three years
within the double-A range or better. GMU provided documentation that Moody's affirmed its Aa3 rating for GMU in
October 2023.
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GMU met or exceeded all procurement-related performance standards (Table C-2).

TABLE C-2
GMU met or exceeded all procurement performance standards
Performance
Standard FY22 FY23
SWaM Purchase Goal Meets or Exceeds Meets or Exceeds
284% 27.6%
SWaM Plan Compliance Meets or Exceeds Meets or Exceeds
Electronic Procurement Meets or Exceeds Meets or Exceeds
100% of transactions 100% of transactions
98.7% of total dollars 97.8% of total dollars
Institutional Procurement Policy Meets or Exceeds Meets or Exceeds
IT Procurement Policy Meets or Exceeds Meets or Exceeds

SOURCE: GMU data, supporting documents, and submitted narrative; Code of Virginia; Part 4 of the 2023 Appropriation Act; Chapters 76
and 77 of the 2021 Special Session | Acts of Assembly.

Explanation of standards in Table C-2

SWaM Purchase Goal — The standard requires that the institution provide evidence that it has substantially complied with
its annually approved small, women-owned, and minority-owned (SWaM) business procurement plan’s purchase goals,
within a variance of 15 percent. In both years, GMU was slightly below its institutional goals (30 percent in FY22 and 28
percent in FY23). Given the 15 percent variance, GMU meets or exceeds expectations in this area.

SWaM Plan Compliance - The standard outlined in the Appropriation Act requires that the university demonstrate that
it has substantially complied with SWaM planning and reporting requirements. Specifically, institutions must submit timely,
complete, and satisfactory SWaM business procurement plans annually, submit quarterly reports to document progress
toward goals and commitments made in the plan, comply with any other quantitative or qualitative goals outlined in SWaM
plans, and execute any continuous improvement plans outlined by SBSD. Both GMU and SBSD have confirmed that GMU
has satisfactorily met these expectations during the evaluation period for this review.

Electronic Procurement - The standard outlined in the Appropriation Act requires that institutions demonstrate that they
have made no less than 80 percent of purchase transactions through the Commonwealth’s enterprise-wide internet
procurement system (eVA). Additionally, the Appropriation Act requires that institutions demonstrate they have made no
less than 75 percent of the total expenditures of these transactions to vendor locations registered in eVA. In both FY22
and FY23, GMU demonstrated that its electronic purchases exceeded these standards.

Institutional Procurement Policy - The management agreement outlines the university's commitment to comply with
documented procurement policies based on competitive principles. To the extent a Level 3 institution decides to adopt
policies that deviate from the Virginia Public Procurement Act (VPPA), the university also committed to ensuring that these
policies align with those at other Level 3 institutions. Finally, the university committed to identifying the public, educational,
and operational interests served by any new procurement policies that deviate from the Virginia Public Procurement Act.
GMU is a member of the Virginia Association of State College and University Purchasing Professionals (VASCUPP) and
attests that its Governing Rules and Higher Education Manual fully align with the procurement manual used by all
VASCUPP-aligned institutions. GMU provided evidence that its governing policies are based on competitive principles.
GMU also attests that public, educational, and operational interests are served by the new procurement policies.
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IT Procurement Policy — The management agreement also outlines GMU’s commitment to complying with the policies
for the procurement of information technology goods and services. GMU procurement staff have provided documentation
of these policies and attested to the university’s full compliance with them.
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GMU met or exceeded all but one I'1-related performance standards (Table C-3).

TABLE C-3
GMU met or exceeded most information technology performance standards, partially met
one related to IT security in FY23

Performance
Standard FY22 FY23
Project Cost Meets or Exceeds Meets or Exceeds
Project Timeliness Meets or Exceeds Meets or Exceeds
IT Security Audits Meets or Exceeds Partially meets

SOURCE: GMU data, supporting documents, and submitted narrative; Code of Virginia Part 4 of the 2023 Appropriation Act; Chapters 76
and 77 of the 2021 Special Session | Acts of Assembly.

Explanation of standards in Table C-3

Project Cost and Project Timeliness - The standard outlined in the Appropriation Act requires institutions to manage
major IT projects of more than $1 million according to originally approved project timelines and budgets. When projects
exceed these timelines or budgets, the secretary of administration is required to review the circumstances causing the cost
overrun and/or delay and the manner in which the institution responded and determine whether the institution
appropriately adhered to Project Management Institute’s best management practices and, therefore, shall be considered
in compliance with the measure despite the cost overrun and/or delay. GMU has one IT project with a total contract cost
of more than $1 million, and staff reported that the project remained on schedule and within budget.

IT Security Audits — The standard outlined in the Appropriation Act requires that the university maintain IT security
standards and address any significant IT security audit findings identified within one year. During FY22, APA found no
major IT security audit findings for GMU to address over the following year. APA's audit of FY23, though, found a significant
deficiency relating to IT risk management and contingency planning. GMU staff acknowledged the finding and outlined
their plan to address this deficiency in their response to APA. GMU reports it is on target to resolve the deficiency within
the one-year requirement. GMU also provided evidence of compliance with its own institutional IT security standards.
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Neither metric for capital projects was applicable to GMU (Table C-4).

TABLE C-4
Capital projects standards were not applicable to GMU because projects were below
threshold during the time period

Performance
Standard FY22 FY23
Project Budget n.a. n.a.
Change Order Costs n.a. n.a.

SOURCE: GMU data, supporting documents, and submitted narrative; Code of Virginia; Part 4 of the 2023 Appropriation Act; Chapters 76
and 77 of the 2021 Special Session | Acts of Assembly.
NOTE: n.a.: Not applicable.

Explanation of standards in Table C-4

Project Budget - GMU did not complete any capital projects at or above the specified dollar threshold in FY22 or FY23,
and therefore, this metric is not applicable.

The standard outlined in the Appropriation Act requires that the university report the number of projects with a total contract
price greater than $1 million that were completed within the originally approved project budget. Similar to JLARC staff's
approach in the review of JMU'’s compliance with its management agreement, the threshold would have been $3 million, as
the $1 million threshold in the Appropriation Act is based on older language that needs to be amended to reflect new
standards. In requesting data from GMU, JLARC requested information only for those projects with a construction price greater
than $3 million, rather than $1 million. The Appropriation Act requires that the secretaries of administration and finance
review any projects for which the original budget is exceeded to examine the circumstances causing the cost overrun and the
manner in which the institution responded to determine whether the institution should be considered in compliance with the
standard.

Change Order Costs — GMU did not complete any capital projects in FY22 or FY23, and therefore, this metric is not
applicable. Further, GMU staff noted that its tracking of change orders would not provide clear insight into which party
requested the change, so this information is unavailable.

The standard outlined in the Appropriation Act requires that the university complete capital projects with the dollar amount
of owner-requested change orders not exceeding more than 2 percent of the guaranteed maximum price (GMP) or
construction price. There are two components to this standard. The first component is whether the dollar amount of change
orders exceeds 2 percent. The second component is whether the change order was requested by the owner or the contractor.
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GMU et the performance standard for real estate leases (Table C-5).

TABLE C-5
GMU met the performance standard for real estate leases
Performance
Standard FY22 FY23
Lease Costs Meets or Exceeds Meets or Exceeds
91.79% 93.16%

SOURCE: GMU data and supporting documents; Code of Virginia; Part 4 of the 2023 Appropriation Act; Chapters 76 and 77 of the 2021
Special Session | Acts of Assembly.

Explanation of standards in Table C-5

Lease Costs — The standard outlined in the Appropriation Act requires reporting the percentage of expense (or operating)
and capital leases for properties leased by the institution where GMU paid the average commercial business district lease
rate (in terms of price per square foot, within a variance of 5 percent). DPB and SCHEV operationalize this measure as
GMU's rate is not to exceed 105 percent of the market rate. In FY22, GMU's overall average lease rate was $76.03, compared
to the average market lease rate of $82.83. This means GMU's average lease rate was around 92 percent of the market
rate. In FY23, GMU's overall average lease rate was $77.82, compared to the average market lease rate of $83.53. This
means that GMU's average lease rate was around 93 percent of the market rate.
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GMU is partially meeting one, mostly meeting one, and meeting or exceeding two human resources performance standards

(Table C-6).

TABLE C-6
GMU met or exceeded two of four human resource performance standards
Performance
Standard FY22 FY23
Voluntary Turnover Partially Meets Meets or Exceeds
20.85% // 15.80% 13% // 13.10%
Internal Progression Meets or Exceeds Mostly Meets
40.33% 38.52%

SOURCE: GMU data, supporting documents, and submitted narrative; DPB and DHRM data; Code of Virginia; Part 4 of the 2023
Appropriation Act; Chapters 76 and 77 of the 2021 Special Session | Acts of Assembly.

Explanation of standards in Table C-6

Voluntary Turnover — Percentages reflect GMU's turnover rate in each year measured. Two separate benchmarks are
established for this metric: The standard established in the Appropriation Act requires that an institution’s turnover rate
aligns as closely as possible with (i) the goal established by the institution, which varies each year, and (ii) the average
voluntary turnover rate for the state as a whole. For both measures, a variance of 15 percent is accepted. In FY22, GMU's
voluntary turnover rate was around 21 percent (according to DHRM) or 16 percent (according to GMU), both of which
were higher than the institutional goal of 15 percent. DHRM's calculation of GMU'’s rate (21 percent) is above the state
average turnover rate of 15.9 percent, whereas GMU's calculation (16 percent) was about the same. In FY23, GMU's
voluntary turnover rate was 13 percent (according to both DHRM and GMU), which was lower than the institutional goal
of 25 percent. In the same year, GMU's voluntary turnover rate was slightly under the state average rate of 14.7 percent.

Internal Progression — Percentages reflect GMU's internal progression rates for the years measured and were calculated
using DPB's definition of internal progression as the share of openings filled by existing employees. The standard outlined
in the Appropriation Act requires that the university achieve an internal progression rate between 40 and 60 percent.
GMU's internal progression rates for FY22 and FY23 were 40 percent and 39 percent, respectively. GMU attributed the
lower rate in FY23 to an internal hiring freeze that lasted one quarter of the fiscal year.
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Appendix D - GMU performance on general education measures (IPS and other)

In addition to reviewing GMU’s performance measures for the six business functions granted
additional autonomy under the management agreement, JLARC is also directed by the Code of
Virginia to assess GMU’s performance against several administrative and general education measures.
These come from several sources including the management agreement and the Restructuring Act,
which established a series of financial and administrative standards and 12 goals that all institutions
of higher education are expected to uphold.

SCHEYV developed measures for these goals in 2008 for all institutions. However, SCHEV no longer
tracks this full set of metrics and has transitioned to using the six Institutional Performance Standards
(IPS) outlined in Part 4 of the Appropriation Act. Though JLARC’s statutory mandate directs JLARC
to evaluate each of the 12 institutional goals in the Code, JLLARC focused on evaluating the biennial
IPS instead.

The following figures and table summarize GMU’ performance on the IPS measures in SCHEV’s
most recent assessment in 2024 and other measures in its management agreement.
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FIGURE D-1
GMU performance and SCHEV rating on IPS measures

BIENNIAL ASSESSMENT RESULTS BY INSTITUTION AND MEASURE

(Using 2021 Projections)
September 2024
Institution PM 1 PM2 PM3 PM4 PM S PM6
2122 | 2223 | 2122 | 22-23 | 21-22 | 2223 | 21-22 | 22-23 | Biennium | Biennium
CNU P P P P 87 P P P 4 -55
CWM P P 93 P P P P P P P
GMU P 9% P 91 P 84 P P P P
JMU P P P P P P P P -56 P
LU 94 88 P P P P P 91 -19 -46
NSU P P P P P P P P P =213
ODU P P P P P P P P -190 -251
RU P 94 P P P P P P -136 =70
UMW P 94 P 85 P P P P =27 P
UVA p P P p P p P p p p
UVA-W P 88 2 () 77 88 P 89 37 71
VCU P P P P P P P P -64 -181
VMI P 91 P P P 88 P P P P
VSU P P 81 84 P P P P -38 4
VT P P P P P P P P P P
VCCS 93 P P 93 P P N/A N/A -477 N/A
RBC 88 90 78 P P P N/A N/A -50 N/A
PERFORMANCE MEASURES:

PM 1 - Institution meets at least 95 percent of its State Council-approved biennial projections for in-state undergraduate headcount enrollment.

PM 2 - Institution mects at least 95 percent of its State Council-approved biennial projections for the number of in-state associate and bachelor degree awards.

PM 3 - Institution meets at least 95 percent of its State Council-approved biennial projections for the number of in-state STEM-H associate and bachelor

degree awards.
PM 4 - Institution meets at least 95 percent of its State Council-approved biennial projections for the number of in-state, upper level - sophomore level for

two-year institutions and junior and senior level for four-year institutions - program-placed, full-time equivalent students.
PM 5 - Maintain or increase the number of in-state associate and bachelor degrees awarded to students from underrepresented populations.

PM 6 - Maintain or increase the number of in-state two-year transfers to four-year institutions. Please note VMI has a different ¢-thec issioning rate.

*VMI was granted an exemption from IPS Mcasure #6 regarding transfers from two-year colleges, and instead is evaluated on its commissioning percentage.
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BIENNIAL ASSESSMENT RESULTS BY INSTITUTION
Performance Measures 1 - 6
September 2024
Institution PM 1 PM2 PM3 PM4 PM5 PM 6 Recommendation
CNU P P P P F F Feedback Only
W&M P P P P P P Passed
GMU P P P P P P Passed
JMU P P P P F P Feedback Only
LU FI1&F2 P P P F F Remediation Plan
NSU P P P P P F Feedback Only
ODU P P P P F F Feedback Only
RU P P P F F Feedback Only
UMW P P P P F P Feedback Only
UVA P P P P P P Passed
UVA-W P FI&F2 | F1&F2 P F F Remediation Plan
VCU P P P P F F Feedback Only
VMI P P P P P P* Passed
VSU P FI1&F2 P P F F Remediation Plan
VT P P P P P P Passed
VCCS P P P N/A F N/A Feedback Only
RBC FI1&F2 P P N/A F N/A Feedback Only
P = Pass F = Fail (F1 = Fail first year, 2021-22, and F2 = Fail second year, 2022-23)
P RMAN )
PM 1 - Institution meets at least 95 percent of its State Council-approved bicnnial projections for in-state undergraduate headoount enroliment.

PM 2 - Institution meets at least 95 percent of its State Council-approved bicnnial projections for the number of in-state associate and bachelor degree awards.
PM 3 - Institution meets at least 95 percent of its State Council-approved bicnnial projections for the number of in-state STEM-H associate and bachelor degree
awards.

PM 4 - Institution meets at least 95 percent of its State Council-approved biennial projections for the number of in-state, upper level - sophbomore level for two-year
institutions and junior and senior level for four-year institutions - program-placed, full-time equivalent students.

PM § - Maintain or increase the number of in-state associate and bachelor degrees awarded to students from underrepresented populations.

PM 6 - Maintain or increase the number of in-state two-year transfers to four-year institutions.

*VMIwas g d an exemy from IPS M #6 regarding transfers from two-year colleges, and instead is evaluated on its ioning percentage.
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Table D-1
GMU meets or exceeds three of its aspirational goals in its management agreement, does
not meet two and meets all of the general measures

Standard Performance
Total dollar amount of need-based financial Meets or Exceeds
aid provided to undergraduate students FY22: $95,853,152.89
FY23: $116,668,996.89
Increase in enrollment of low- and Does Not Meet
middle-income students About 69% of GMU students are lower or middle-income, which
has remained relatively stable over the last 10 years.
Increase in social and economic diversity of Does Not Meet
student body Based on latest available data, has remained relatively stable

since GMU gained Level 3 status in 2021 (Data source no
longer being updated)
2021: 70.6%
2022: 69.4%

Meets or Exceeds
GMU indicates being committed to building and maintaining

Assurance of access to qualified and access for qualified Virginia students.
admitted Virginia students (Over the last five years, Virginia enrollment has grown 9%. In
2018, 3,126 Virginia residents enrolled, compared with 3,409 in
2022.)
Reduce unmet financial need for undergraduate Meets or Exceeds
students by providing more grant funding FY22: $90,804,204 (increase of 15% over FY21)

FY23: $104,863,787 (increase of 33% over FY21)
SOURCE: GMU and SCHEV data, supporting documents, and submitted narrative; Code of Virginia; Part 4 of the 2023 Appropriation Act;
Chapters 76 and 77 of the 2021 Special Session | Acts of Assembly.

General Measures (Management Agreement)

Compliance with enabling statutes Relevant GMU staff attest institution complies
Compliance with the Code of Virginia Relevant GMU staff attest institution complies
Compliance with educational policies Relevant GMU staff attest institution complies
Adherence to Freedom of Information Act (FOIA) Relevant GMU staff attest institution adheres
Adherence to conflict-of-interest laws Relevant GMU staff attest institution adheres
Adherence to all other laws Relevant GMU staff attest institution adheres

Communication with Virginia College Savings

. - . Institution confirms regular communication
Plan regarding tuition and fee increases

SOURCE: GMU and SCHEV data and supporting documents; Code of Virginia; Part 4 of the 2023 Appropriation Act; Chapters 76 and 77 of
the 2021 Special Session | Acts of Assembly.
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Appendix E - Additional detail on JLARC observations about assessing compliance with
management agreements

Outdated metrics in the Code

Several aspects of what JLARC is directed to review in statute appear less relevant since the
Restructuring Act was codified. The Code of Virginia currently directs JLARC to assess compliance
with goals no longer used in higher education. Statute (§ 23.1-1007.C) directs JLARC to assess
compliance with the 12 goals included in § 23.1-1002. SCHEV and the higher education institutions,
though, have shifted away from these goals to those in Part 4-9.01 of the Appropriation Act (the IPS
measures). During its review, JLARC staff evaluated GMU based on the IPS measures rather than the
outdated 12 goals in § 23.1-1002.

The Code of Virginia also currently directs JLARC to evaluate two items that are likely not as relevant
as when other institutions previously received autonomy. As noted earlier, GMU (as JMU) has taken
a more incremental path toward autonomy than the four institutions that previously entered into
management agreements. This incremental path makes it particularly unlikely that (1) substantial,
measurable cost savings have resulted during the transition from Level 2.5 to 3 and (2) staff and
students are aware of, or impacted by, these incremental changes in internal business function
operations.

JLARC’s 2022 review of JMU includes more detail about the outdated metrics still in the Code of
Virginia.

Current framework of assessing compliance and measuring performance

Currently, public higher education institutions in Virginia are held to a patchwork set of standards
developed over time and assessed in different years. The standards come from three primary sources,
two of which apply to all institutions and one of which is limited to Level 3 institutions/institutions
with management agreements.

Appropriation Act, Part 4-9.01 — This section outlines six general education measures (called the
“Biennial Assessments”), which are applicable to all institutions. It also outlines the requirements for
all institutions to complete a six-year plan and adhere to certain Financial and Administrative
standards. There are two sets of financial and administrative standards—one for covered institutions
and one for non-covered institutions.

Code of Virginia Title 23.1 — Includes 12 goals against which SCHEV originally monitored institutional
progress through 19 performance measures. However, after passage of the Higher Education
Opportunity Act in 2011, the Higher Education Advisory Committee identified and recommended
changes to the Institutional Performance Standards, which became the performance measures used
for public higher education institutions. SCHEV has continued monitoring and certifying institutions
based on these updated measures as outlined in section 4-9.01 of the Appropriation Act.
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Management Agreement and Management Agreement Applications — Covered institutions may also have
separate standards or goals that they are expected to uphold or that are further outlined in their
management agreement. In addition, universities may also outline separate aspirational goals for
themselves.

There are also separate agencies required to report on or oversee compliance for each of these sets
of metrics.

There is currently no regular oversight or reporting on achievement of measures or commitments
outlined in the management agreement or institution-created performance metrics outlined in the
management agreement applications. JLARC’ review three years after execution of management
agreements is the only external oversight of achieving these goals. To the extent an institution has
opted to include these goals or standards in its strategic planning or other reporting, this information
might be shared more regularly with the boards of visitors for evaluation and assessment, but it is not
required.

Appropriation Act — DPB, in cooperation with the state comptroller and representatives of covered
institutions, is responsible for collecting and reporting on institutional performance against all the
financial and administrative standards outlined in the Appropriation Act. Separately, SCHEV is
responsible for collecting and reporting on the six general education measures. Finally, SCHEYV, in
partnership with the “OpSix” oversight group (composed of representatives from DPB, the secretary
of finance, the secretary of education, as well as the House Appropriations and Senate Finance and
Appropriations committees) is responsible for ensuring that university six-year plans are satisfactory.
OpSix reserves the right to provide comments or ask questions about a university’s plans, but there
appears to be no additional check of institutional performance against past goals set in these plans.
SCHEV and DPB conduct oversight in each of these areas on a biennial basis at different times during
the year.



