GEORGE MASON UNIVERSITY
BOARD OF VISITORS
Finance and Land Use Committee Meeting
September 16, 2026
Meeting Minutes
DRAFT

COMMITTEE MEMBERS PRESENT: Chair Peterson; Vice Chair Caswell; Visitor
Alacbay, Visitor Altman, Visitor Spence; Faculty Representative Daniels; Interim Vice President
Stephens; Senior Vice President Zobel.

ABSENT: Visitor Montano, Visitor Purvis, Visitor Rosen

ALSO PRESENT: President Washington; Rector Shrivastava; Visitor Parks;
Faculty Representative Simmons; Staff Representative Spence; Student Representative Crouch.

I.  Call to Order
Chair Peterson called the meeting to order at 11:20 am.
Per the Board’s policy for electronic participation in meetings, Visitors Rosen, Montano, and
Purvis requested to participate electronically. Chair Peterson MOVED that the committee
approve their electronic participation. Motion was SECONDED. The MOTION WAS
CARRIED UNANIMOUSLY.

II.  Approval of Minutes April 15, 2026 (ACTION)
Chair Peterson called for any corrections to the minutes for the Finance and Land Use
Committee Meeting on April 15, 2026. The MINUTES STOOD APPROVED AS
WRITTEN.

III.  Financial Matters
Chair Peterson turned the meeting over to Dan Stephens, Interim Senior Vice President and Chief
Financial Officer.
A. FY 2026 Financial Update
Mr. Stephens presented the FY 2026 Financial Update.

"Synchronized Compression' Environment

e Mason is facing multiple financial pressures simultaneously, including declining
international enrollment, reduced research funding, increasing VMSDEP costs,
unfunded compensation increases, and a persistent state funding gap.

o These challenges affected FY 2026 and are expected to continue into FY 2027.

Enrollment Mix Matters



o Financial performance depends not only on enrollment volume but also on the
composition of the student body.

e Declining international enrollment reduced net tuition revenue by approximately $10
million.

o While strong in-state enrollment helped offset losses, out-of-state and international
students generate significantly higher net tuition revenue.

e Enrollment composition will remain a critical factor in future revenue and budget
planning.

FY 2026 Operating Results

e Mason ended FY26 with a $6 million operating surplus, down significantly from
FY25.

e Revenue losses from enrollment declines and reduced research activity offset much of
the benefit from increased state appropriations.

o Strong expense management helped the university maintain a positive overall
operating position.

Academic Operating Budget (HEO/E&G)

e The core academic budget finished FY26 with a modest $2 million deficit on
approximately $850 million in annual operations.

e Additional state funding helped offset tuition revenue losses and ongoing VMSDEP
funding pressures.

o Despite rising healthcare and utility costs, the university kept expense growth to
approximately 2% over the prior year.

Fiscal Discipline

o The university maintained tight budget controls and carefully managed operating
expenses throughout FY?26.

o Financial discipline helped absorb significant revenue pressures while keeping the
academic operating budget near break-even.

Looking Ahead to FY27

o Continued enrollment challenges, declining research revenues, cost pressures, and
funding constraints are expected to make FY27 financially challenging.

o Sustaining enrollment, managing enrollment mix, controlling costs, and identifying
new revenue opportunities will be key priorities.

. FY 2027 Financial Update
Mr. Stephens presented the FY 2027 Financial Update.



State Funding and Financial Pressures

Over the past seven years, Mason significantly increased state support:

o Operating appropriations doubled to $311 million.

o Student financial aid funding increased 187% to $92 million.
FY27 marks a major shift, with state appropriations increasing by only 0.2%, the
smallest increase since FY20.
The slowdown in recurring state funding, combined with rising operating costs, is a
major contributor to Mason's projected FY27 deficit.
Continued state investment remains critical to supporting the university's growth and
mission.

FY27 Deficit Update

Mason's projected FY27 operating deficit increased from $6 million to $12 million
following adoption of the Governor's final budget.
The primary driver was a state-approved compensation increase that exceeded
assumptions in the Board-approved budget because the state funds only part of salary
increases, Mason must absorb approximately $6 million in additional personnel costs.
The university received:

o $2 million in permanent need-based financial aid funding.

o Approximately $5 million in one-time Pell-eligible student aid funding.
While the final budget increased student support, it also created additional pressure
on the university's operating budget.

HEO/E&G Budget Impact

The Board-approved FY27 HEO/E&G budget originally projected an $8 million
deficit.

Additional compensation-related costs added approximately $6 million in new
expenses.

The revised FY27 HEO/E&G budget now projects a $14 million deficit.

These pressures mirror the challenges facing the university's overall operating budget.

Revenue Growth Strategies

Mason is pursuing transformational initiatives to diversify and expand revenue
sources, including:

o Commercialization of research and innovation.

o Intellectual property development and technology transfer.

o Alternative tuition models.

o New student financing programs.

o Expanded corporate and industry partnerships.



o These initiatives are intended to strengthen long-term financial sustainability and
resilience.

Cost Management and Operational Efficiency
o The university is implementing cost-containment and efficiency initiatives, including:
o Al-enabled productivity improvements.
o Shared-services models.
o Enhanced budget management practices.
o Ongoing operational efficiency reviews.
e Some benefits are expected in FY27, but the primary impact will be long-term.

Continuous Improvement Framework
e Mason will continue operating under a continuous improvement model focused on:
o Revenue growth.
o Expense management.
o Operational efficiency.
o Financial accountability.
o FY26 initiatives will continue into FY27 and beyond to improve institutional
financial performance.

Bank Lines of Credit Update
e Mason strengthened its liquidity position by securing:
o A $75 million line of credit with Wells Fargo.
o A $12 million expansion of its Atlantic Union Bank line of credit.
o Both agreements were completed consistent with the terms presented to the Board in
April 2026.
o The AUB facility uses a fixed-rate structure that is established when funds are drawn.
o The Wells Fargo facility carries a variable interest rate.
o These expanded credit facilities provide greater financial flexibility and support the
university's ongoing fiscal management and capital planning efforts.

. State Six-Year Operating Plan (ACTION)
Mr. Stephens provided an update on the State Six-Year Operating Plan.

Six-Year Plan Submission

e Mason submitted its required FY27-FY32 Six-Year Plan update to SCHEV on July 1,
2026, in compliance with state planning requirements.

e Board approval is required for submission, but the plan does not commit the Board to
future budget, tuition, fee, revenue, or expenditure decisions.



o Future budget and tuition decisions will continue to be reviewed through the annual
budget process.

e OP-SIX reviewers completed their review without requesting additional information,
allowing the submission process to proceed smoothly.

More Conservative Planning Assumptions

o The updated plan reflects more conservative assumptions than prior versions,
consistent with SCHEV guidance.

e Average enrollment is projected at approximately 34,000 FTE students, down from
35,200 FTE in the prior plan.

o Lower enrollment expectations, particularly among out-of-state and international
students, reduce projected tuition revenue by approximately $240 million over six
years.

e The plan assumes:

o Stable enrollment levels.

o Limited tuition increase authority.

o Modest growth in state appropriations.

o Continued increases in compensation, benefits, inflationary costs, student
affordability investments, and facility operating expenses.

Structural Deficit Outlook
e Projected operating deficits continue throughout the six-year planning horizon.
o Total projected expenses remain largely unchanged:
o $6.41 billion through FY32.
o Only $15 million (0.2%) lower than the prior plan.
e The primary challenge is weakening revenue growth rather than increased spending.

Revenue Challenges
e Reduced enrollment and fewer higher-revenue out-of-state and international students
significantly weaken revenue projections.
o Tuition revenue is projected to decline by approximately:
o $35 million annually, or
o 6% per year compared with the prior plan.
o Total revenues are projected to be approximately:
o $33 million lower per year, or
o 4% lower annually than previously forecast.
o Lower tuition revenue is the largest contributor to the increased long-term deficits.

Worsening Long-Term Financial Outlook
e The projected cumulative deficit increased from:



o $111 million in the July 2025 plan
o To $326 million in the July 2026 plan.
o This represents:
o A $215 million increase, or
o A 194% deterioration in the projected deficit.
e Average annual deficits increased by approximately $31 million.
o The forecast does not yet include planned cost-mitigation initiatives, which are
expected to be incorporated into future updates.

Importance of Revenue Growth and Cost Controls
e Leadership emphasized the urgency of:
o Implementing new revenue-generating strategies.
o Expanding commercialization and innovation activities.
o Enhancing partnerships and alternative revenue sources.
o Identifying cost reductions and operational efficiencies.
o Without additional revenues or expense mitigation, the university faces significant
long-term structural financial challenges.

Progress Achieved in Earlier Plans
o Leadership highlighted substantial progress made between the 2023 and 2025
planning cycles:
o Cumulative projected deficit was reduced from $217 million to $111 million.
o Projected final-year deficit declined from approximately $55 million to $32
million.
e These improvements resulted from:
o Revenue enhancements.
o Expense controls.
o Increased state appropriations.

State Funding Request Priorities
e Mason submitted a focused General Fund request for FY27 and FY28 targeted at its
highest priorities.
e The Secretary of Education recommended support for:
o Approximately $35 million in FY27.
o Approximately $42 million in FY28.
e Priority funding areas include:
o Recurring support for prior state appropriations.
o Full funding of the Virginia Military Survivors and Dependents Education
Program (VMSDEP).
o Investments in artificial intelligence research infrastructure.



IVv.

Strategic Northern Virginia Investments
e Mason requested an additional $18 million for strategic Northern Virginia initiatives,
including:
o Data center-related programs.
o Artificial intelligence initiatives.
o Quantum computing investments.
e Leadership expressed optimism that the Governor and General Assembly will
recognize Mason's economic impact and strategic importance during the upcoming
budget process.

Staff Recommendation
o Staff recommended approval of the Six-Year Operating Plan as presented in the
meeting materials.

Discussion
Chair Peterson opened the floor for discussion.

Visitor Spence inquired about the macroeconomic conditions and how that is playing into
the cost of capital, namely our debt, what that looks like, and whether that matters to the
conversation around our funding.

Mr. Stephens stated that the university maintains a strong debt position, with existing
fixed-rate debt at favorable rates and sufficient debt capacity. New credit lines will be
used strategically, and future major capital projects may be financed through longer-term
fixed-rate debt to provide budget stability. Although debt may play a larger role in
addressing upcoming fiscal challenges, leadership believes the institution remains
financially well-positioned.

President Washington requested an update on additional debt capacity.

Mr. Stephens clarified that financial advisors previously estimated the institution's debt
capacity at more than $300 million, though an updated assessment is needed. The ability
to borrow depends on the purpose of the project, particularly whether it generates
revenue. Rating agencies often support prudent use of debt, especially for revenue-
producing projects and institutions with declining debt levels, making debt a viable
alternative to using cash reserves alone.

Chair Peterson requested specific examples of when credit would be used.



Mr. Stephens answered: The institution currently has no specific project planned for its
new credit facilities but may use the fixed-rate AUB line of credit for capital projects of
approximately $10 million. The variable-rate Wells Fargo line is intended for
emergencies or short-term bridge financing, which could later be refinanced into long-
term debt, potentially over a 30-year period, for major capital projects.

Visitor Caswell asked if Mr Stephens could characterize how conservative the enrollment
assumptions are in the six-year plan? Given the strategic planning discussions earlier this
year about the changing higher education landscape, have the projections considered
potential enrollment opportunities that could arise if other institutions close?
Additionally, do the current assumptions simply extend recent enrollment declines, or do
they also incorporate the growth strategies and initiatives being developed as part of the
broader six-year strategic plan?

Mr. Stephens called David Burge, Senior Vice President for Enrollment and Student
Achievement, to the podium to answer.

Mr. Burge stated the six-year plan uses conservative but realistic enrollment assumptions,
reflecting expectations that international student enrollment will remain depressed and
that Virginia will continue to experience a decline in high school graduates. The
institution expects the most significant enrollment pressures through 2028, with modest
recovery projected during the final years of the plan.

Chair Peterson asked if the increase in deficit is centered around the enrollment
projections. He requested that Mr. Stephens explain the financial impact of in-state
versus out-of-state enrollment. He requested that Mr. Stephens elaborate on that
difference and discuss how changes in the mix of in-state and out-of-state students affect
the university's enrollment and financial planning.

Mr. Stephens emphasized that the financial impact of enrollment depends as much on
student mix as on total headcount. Out-of-state and international students generate
significantly more net tuition revenue than in-state students, while state appropriations
help support Virginia residents. Going forward, the university will provide more
sophisticated enrollment and tuition revenue forecasts to help the Board better understand
the financial implications of changing enrollment patterns.

Rector Shrivastava asked whether the university's budget models, data analytics, and
planning processes are being designed to help leaders understand changing revenue
dynamics and make informed decisions about restructuring the institution. The question
also highlighted the need to evaluate traditional cross-subsidization practices, incorporate



new technologies such as Al, and ensure decision-makers have the information necessary
to adapt the university's operating model to a changing higher education landscape.

Mr. Stephens described the university's new budget model as a significant improvement
that provides transparency into revenue generation and spending. By linking revenues
and expenses more directly, the model helps leaders understand the financial impact of
enrollment trends, supports data-driven decision-making, and enables the institution to
adapt strategically to changing market conditions. The speaker expressed confidence that
the university's visibility into financial performance will support effective planning and
organizational responsiveness.

Visitor Alacbay asked what impact a larger share of Pell-eligible students has on the
university's financial position. Specifically, how would increased enrollment of Pell-
eligible students affect tuition revenue, financial aid needs, and the overall budget model?

Mr. Burge emphasized that Pell-eligible students are both a core part of the university's
mission and a significant source of revenue through federal and state financial aid
programs. With nearly 10,000 Pell students enrolled, substantial external funding helps
cover tuition costs, making these students more financially positive than commonly
perceived. The university has also received significant state support to expand services,
including housing, to improve retention and outcomes for Pell students.

Chair Peterson asked: In the slide showing the university's historical revenue levels and
projected revenue for next year, how does Mason compare to its peer institutions? What
level of revenue growth or state funding increases are other institutions receiving, and
where does Mason rank relative to them? Understanding that comparison would help put
our projections into context and show whether we are performing above, below, or in line
with our peers.

Mr. Stephens explained that although Mason received strong support for student financial
aid and a $35 million maintenance allocation, growth in operating appropriations has not
kept pace with rising costs. As utility and other operating expenses increase rapidly,
insufficient revenue growth from state appropriations and tuition is contributing to the
university's projected FY2027 budget deficit.

Chair Peterson asked what percentage of the state mandated compensation increases are
funded by the state.

Mr. Stephens noted that while the state funds about 48% of employee compensation
costs, the university pays the remaining 52%. Although the state provided roughly $4



million to support an additional 1.5% salary increase, the university incurred about $10
million in total costs, creating a funding gap. This challenge is being experienced by
public universities across Virginia, not just Mason.

Visitor Spence asked: How does the university plan to address the projected budget
deficit, and at what point does the size of the deficit become a significant concern? Are
there specific financial thresholds or indicators that would trigger more substantial
actions?

Mr. Stephens stated that the university is addressing budget challenges by pursuing new
revenue opportunities, limiting hiring, reducing operating expenses, and using reserves
when necessary. While reserves may help bridge short-term gaps, the institution
ultimately must align its spending with the revenues generated from enrollment and state
support, a challenge shared by universities across the Commonwealth.

President Washington noted that while Mason has been one of the largest beneficiaries of
state funding growth and revenue-per-student increases since FY20, FY27 marks a
significant shift, with state appropriations growing by only about $1 million. Combined
with rising expenses, this creates a more challenging budget environment. The university
must now rely more heavily on operational efficiencies and strategic planning because it
can no longer assume the significant state funding increases that helped support its
growth in recent years.

Chair Peterson asked how much advance notice the university receives regarding the
level of state appropriation for this fiscal year. Given the financial impact of these
funding decisions, when can we expect to receive an indication of next year's
appropriation levels so that we can begin planning and budgeting accordingly?

President Washington stressed that while Mason has benefited from additional state
funding, offsetting reductions elsewhere meant only modest net gains. Although state
support has helped the university make progress, Mason still faces funding challenges
and cannot assume future increases will continue. Continued advocacy with state leaders
will be critical to securing the support needed to sustain growth and avoid future budget
shortfalls.

Rector Shrivastava urged that the university must think beyond cost reductions and focus
on generating new revenue through strategic initiatives such as commercialization,
intellectual property development, and economic development. Success will depend on
building strong financial models and analytics that provide deans and administrators with



the data needed to make informed decisions and pursue growth opportunities that support
the university's long-term financial health.

Student Representative Crouch asked, as we consider delaying or scaling back projects to
achieve cost savings, what process will be used to evaluate those decisions? Given the
critical initiatives we've discussed, how will the university determine which projects
move forward and which may need to be deferred if anticipated funding does not
materialize?

Mr. Stephens noted that university leadership regularly reviews all major initiatives and
may adjust, delay, or discontinue projects if circumstances change. While no current
capital projects are slated for cancellation, active management and reassessment occur
across all areas of the institution to ensure resources are aligned with priorities and
available funding.

President Washington clarified that some investments must be made even when they
increase costs because they are critical to student success, workforce readiness, and the
university's mission. Leadership has a responsibility to anticipate future needs and make
strategic decisions based on long-term impact. In the coming years, the university will
need to carefully evaluate priorities and make thoughtful choices about which initiatives
best support students and institutional goals.

Visitor Spence noted that some university investments are made for strategic reasons
rather than direct financial gain. They also highlighted IT spending as an area worth
examining, suggesting that consolidating duplicative licenses and systems could present
opportunities for operational efficiencies and cost savings.

Mr. Stephens explained that the university's new Microsoft contract includes Al tools, but
premium Al capabilities will be targeted to users with the greatest need to control costs.
The university is also eliminating some software licenses and views IT as a key area for
improving efficiency. Leadership committed to providing additional information on IT
spending and opportunities for savings.

Visitor Spence clarified his statement by suggesting that IT savings may be achieved by
identifying and consolidating duplicative software and platforms used across different
departments, reducing redundant licensing costs and improving efficiency.

President Washington explained that while standardizing technology can reduce costs and
improve efficiency, universities must also accommodate the diverse needs of faculty,
researchers, and staff. Some overlap in hardware and software is inevitable, particularly



in academic and research settings, making technology consolidation a balance between
cost savings and supporting user effectiveness.

Chair Peterson put forth a MOTION for the approval of the Six-Year Operating Plan as
presented in the meeting materials. Motion was SECONDED.

ROLL CALL VOTE
Yes 5

No 0

Absent 3

The Motion passes.

V. Adjournment
There being no further business, Chair Peterson adjourned the meeting at 12:23 pm.



