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George Mason University, VA
Update to credit analysis

Summary
George Mason University's (GMU, Aa3 stable) excellent credit quality acknowledges its
market strength as growing comprehensive public university serving northern Virginia, with
operating revenue in the $900 million range and over 37,000 headcount students. GMU's
credit profile also benefits from growing wealth, with total cash and investments of $646
million as of June 30, 2018. As a younger university with dynamic goals, the university has
used debt to fund a portion of its capital program. GMU and its supporting organizations
have considerable financial leverage, with total debt to operating revenue of close to
0.7x. This challenge is partially mitigated by strong operating performance and budgetary
discipline.

Exhibit 1

Ongoing enrollment growth supports revenue growth and the ability to expand academic
programs at George Mason
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Source: Moody's Investors Service

Credit strengths

» Excellent strategic positioning as comprehensive public university with diverse programs
and growing scale, serving a dynamic region

» Clear commitment to maintain very strong operating performance, reduce debt structure
risks and grow financial reserves

» Ongoing support for operations and capital from the Commonwealth of Virginia

» Notable gains in sponsored research especially for a young university without a medical
school

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1197633
https://www.moodys.com/credit-ratings/George-Mason-University-VA-credit-rating-600030070
https://www.moodys.com/credit-ratings/Virginia-Commonwealth-of-credit-rating-600026613
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Credit challenges

» Considerable financial leverage with debt financed capital improvements supporting the university's growth strategy

» Debt structure risks, while reduced, include demand debt and swap exposure for Mason Housing, Inc.

» Material net pension liability with three-year average adjusted net pension liability of $511 million

Rating outlook
The stable outlook incorporates the strong demographic prospects and demand for academic programs combined with expectations of
strong operating performance.

Factors that could lead to an upgrade

» Substantial growth in total cash and investments including unrestricted liquidity

» Ongoing enhancement of revenue diversity including gains in donor support and endowment income

Factors that could lead to a downgrade

» Sustained weakening operating performance

» Marked increase in financial leverage

» Decline in credit quality of the state

Key indicators

Exhibit 2
GEORGE MASON UNIVERSITY, VA

2014 2015 2016 2017 2018

Median: Aa 

Rated Public 

Universities

Total FTE Enrollment 25,302 25,745 26,738 27,815 28,921 29,353

Operating Revenue ($Million) 756.3 759.4 796.5 840.9 904.1 1186.9

Annual Change in Operating Revenue (%) 7.3 0.4 4.9 5.6 7.5 3.2

Total Cash & Investments ($Million) 325.4 366.7 430.6 510.6 646.1 1363.5

Total Debt ($Million) 800.0 759.8 715.6 674.2 640.8 644.0

Spendable Cash & Investments to Total Debt (x) 0.3 0.4 0.5 0.6 0.9 1.4

Spendable Cash & Investments to Operating Expenses (x) 0.4 0.4 0.5 0.6 0.7 0.7

Monthly Days Cash on Hand (x) 79 97 124 158 190 169

Operating Cash Flow Margin (%) 13.7 12.1 15.6 17.5 17.5 11.2

Total Debt to Cash Flow (x) 7.7 8.3 5.8 4.6 4.0 4.7

Annual Debt Service Coverage (x) 1.7 1.5 2.0 2.6 2.7 2.9

Source: Moody's Investors Service

Profile
George Mason University is a comprehensive public university located in Fairfax, VA. In fiscal 2018, George Mason generated operating
revenue of $904 million and enrolled 28,921 fulltime equivalent (FTE) students as of fall 2018.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Detailed credit considerations
Market profile: favorable regional demographics combined with expanding geographic draw
With favorable demographics and tuition pricing, George Mason should continue to achieve measured enrollment growth. Academic
program offerings are diverse with 85 undergraduate degrees, 91 master’s degrees, and 39 doctoral programs along with a law school.
GMU enjoys a strong presence in northern Virginia, with regional students comprising approximately two-thirds of total enrollment.
Favorably, the university has achieved measured gains in attracting students from other areas of Virginia as well as out of state and
international students

George Mason's annual change in operating revenue of 7.5% in fiscal 2018 reflects the university's strong market position and far
exceeds that of similarly rated peers which have median annual change in operating revenue of 2.4%. George Mason's net tuition
per student of $14,480 in fiscal 2018 reflects the university's moderate ability to translate brand into pricing power and has grown
significantly by 21% compared to $11,945 in fiscal 2014. Revenue growth will be aided by sponsored research gains. The university's
fiscal 2020 budget call for $61.7 million of sponsored research revenue, up 54% from the prior year.

Operating performance: very strong operating performance support debt service coverage
With a clear commitment to improved operating performance, GMU will continue to produce operating cash flow margins in the 15%
range. This stronger than typical operating performance, will support management's target to both reduce debt and build unrestricted
reserves. Revenue diversity is limited, with 67% reliance on student charges. While commonwealth funding may be challenged over
time, other revenue streams including grants, investment income and gifts have stronger prospects.

Exhibit 3

George Mason's operating performance will continue to outpace Aa3-rated peers
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Wealth and liquidity: marked gains in financial reserves have enhanced the university's flexibility
George Mason's total cash and investments have increased materially, almost doubling to $646 million in fiscal 2018 compared with
$325 million in fiscal 2014. Donor support offers considerable prospects for the university, especially as its alumni base grows and
matures. The university's spendable cash and investments to operating expenses of 0.7x in fiscal 2018 provides good runway to respond
to potential operating volatility. It has risen from 0.4x in fiscal 2014 as a result of improving reserves despite moderately increasing
operating expenses. However, it is comparable with that of similarly rated peers.

Liquidity
George Mason's very solid monthly days cash on hand of 190 days in fiscal 2018 has improved from 79 days in fiscal 2014. Also, it is
stronger than the Aa3-rated public university median of 169 monthly days cash on hand.

Leverage: reduced reliance on debt will limit financial leverage
While the young and growing university received substantial commonwealth support for its capital needs, GMU relied on debt to fund
capital initiatives, including debt of support organizations. This led to a higher than typical debt burden with total debt to operating
revenue reaching 1.3x in fiscal 2012. However, management has meaningfully reduced the pace of borrowing and when combined with
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revenue growth, total debt to operating revenue was 0.7x in fiscal 2018. Favorably, the university benefits from a young capital stock,
with average age of plant of 11 years, well below the sector median of 13 years.

Debt Structure
While the governmental unit has a conservative debt structure relying on programs of the Virginia College Building Authority, GMU’s
component units have been more regular issuers of variable rate demand and bank debt. As of June 2018, there was approximately $38
million of demand debt. The George Mason University Foundation has some ability to solve its own debt structure related issues and
benefits from sound treasury management, counterparty diversity and is guided by a longer term strategy of reducing debt structure
risks.

Legal Security
The Aa3 issuer rating incorporates the general credit characteristics of the university and has not been assigned to any debt instrument.

The A1 rating on the bonds incorporates the lease agreement between GMU and the GMU Foundation Prince William Life Sciences
Lab LLC. The financed facilities are part of a larger campus and are highly essential to the university's enrollment and capital strategies.
The university has funded several of its capital needs through lease agreements with similar subsidiaries of the GMU Foundation. As a
state agency, the university's obligations under the lease agreement are subject to appropriation risk. The security includes a lease hold
interest in the financed facilities.

Debt-related derivatives
George Mason University's support foundations have gradually reduced derivative exposure. As of March 31, 2018. Mason Housing, Inc.
had a swap liability of $9.4 million Mason Housing owns a 157-unit apartment complex on the GMU campus provided for faculty and
staff.

Pensions and OPEB
The university has additional debt-like obligations largely through its participation in the state’s multiple employer, cost-sharing
defined benefit plans. The largest is the Virginia Retirement System State Employee Retirement Plan. The Moody’s three-year average
adjusted net pension liability was $511 million for fiscal 2018. Total adjusted debt of $1.2 billion is 1.3 operating revenue for that same
year.

The university does not administer an OPEB plan, but instead participates in the state's Employee Retirement System. Under the fiscal
2018 implemented GASB 75 accounting rule, Mason's share of the net OPEB liability was reported at $119 million for fiscal 2018.

Environmental, social and governance considerations
Like most of the higher education sector, environmental considerations have limited impact on the credit profile of GMU at this time.

George Mason will continue to benefit from a favorable demographics in its key service area which includes diverse and growing
consumers seeking education services. Amazon’s HQ2 will drive some change in the area and the university is responding in various
ways including the development and enhancement of information technology related degree programs.

GMU benefits from higher than typical per capita household income in northern Virginia. These incomes help support the ability of
students and their families to shoulder potential tuition price increases. Net tuition per student was $14,480 in fiscal 2018, up 5% from
the prior year.

The university has effective leadership, although a presidential transition does add to potential change of direction. The prior leadership
team improved operating performance and controls, reduced financial leverage and grown flexible reserves. With regard to its
relationship with the commonwealth, the university aims to achieve the highest level of institutional autonomy allowed.

With regard to timely financial reporting, the George Mason University Foundation has a strong record. The university itself, however, is
dependent on the commonwealth's Auditor of Public Accounts and has had late reporting.
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Rating methodology and scorecard factors
The Higher Education Methodology includes a scorecard that summarizes the factors that are generally most important to higher
education credit profiles. Because the scorecard is a summary and may not include every consideration in the credit analysis for
a specific issuer, a scorecard-indicated outcome may or may not match an assigned rating. We assess strategic positioning on a
qualitative basis, as described in the methodology.

Exhibit 4

George Mason University

Rating Factors Value Score

Factor 1:   Market Profile (30%)

Scope of Operations (Operating Revenue) ($000) 904,102 Aa2

Reputation and Pricing Power (Annual Change in Operating Revenue) (%) 7.5 Aa1

Strategic Positioning Aa Aa

Factor 2:   Operating Performance (25%)

Operating Results (Operating Cash Flow Margin) (%) 17.5 Aa1

Revenue Diversity (Maximum Single Contribution) (%) 67.2 Baa1

Factor 3:   Wealth & Liquidity (25%)

Total Wealth (Total Cash & Investments) ($000) 646,079 Aa2

Operating Reserve (Spendable Cash & Investments to Operating Expenses) (x) 0.7 Aa2

Liquidity (Monthly Days Cash on Hand) 190 Aa2

Factor 4:   Leverage (20%)

Financial Leverage (Spendable Cash & Investments to Total Debt) (x) 0.9 Aa3

Debt Affordability (Total Debt to Cash Flow) (x) 4.0 Aa1

Scorecard-Indicated Outcome Aa3

Assigned Rating Aa3
Data is based on most recent fiscal year available. Debt may include pro forma data for new debt issued or proposed to be issued after the close of the fiscal year.

For non-US issuers, nominal figures are in US dollars consistent with the Higher Education Methodology.

Fiscal 2018 values
Source: Moody's Investors Service
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