Virginia Tech Board of Visitors Meeting

1:30 - 2:15 p.m.

2:15-3:00 p.m.

3:00 — 3:10 p.m.

3:10-3:30 p.m.

Information Session

Sunday, August 28, 2016
1:30 - 3:30 p.m.

The Inn—Solitude Room
Virginia Tech Campus

The Health Sciences and Technology Innovation District

e Dr. Timothy D. Sands, President

e Dr. Mike J. Friedlander, VP for Health Sciences and Technology
e Dr. Thanassis Rikakis, Executive Vice President and Provost

The New Incentive-Based Budget Model

e Dr. Thanassis Rikakis, Executive Vice President and Provost

e Mr. Tim Hodge, Assistant VP for Budget and Financial Planning

e Dr. Ken Smith, Vice Provost, Resource Management and Institutional
Effectiveness

U.S. Department of Labor: Changes to the Fair Labor Standards Act

e Ms. Kay Heidbreder, University Legal Counsel

e Mr. Kirk Wehner, Director, Compensation and Performance
Management

Constituent Reports — (No action required)

e Mr. Gabe Cohen, Undergraduate Student Representative to the Board
e Ms. Tara Reel, Graduate Student Representative to the Board

e Mr. Alex Parrish, Staff Representative to the Board

e Dr. Monty Abbas, Faculty Representative to the Board



Virginia Tech Carilion Partnership

Virginia Tech Carilion Health Sciences and Technology Campus
In the
Roanoke Innovation Corridor

Thanassis Rikakis, Executive Vice President and Provost
Mike Friedlander, Vice President for Health Sciences and Technology
Cynda Johnson, Dean Virginia Tech Carilion School of Medicine
Don Halliwill, Chief Financial Officer, Carilion Clinic

Virginia Tech Board of Visitors August 29, 2016



Virginia: Tech Canlion Health Sciences and Technology: Campus
In the Roanoeke' Innevation Corrdoer

Virgimia Tech Canlion Partnership

Acquisition and Integratien of the Virginia Tech Carilion
Schoeel of Medicine nte Virgimia Tech

Expand Virginia Tech Carilion Health Sciences and Technology campus

Role of Virginia Tech Carilion Research Institute (VTCRI) in Health Sciences
and Technology portfolio

Virginia Tech Carilion School of Medicine (VTCSOM) — currently independent
Integrate VTCSOM into Virginia Tech as ninth college

Future structure of the VTCSOM and VTCRI

Programmatic focus areas for development in the health sciences

New Health Sciences and Technology research building
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Develepment of the Virginia: llech Carilion: Health
Sciences and lechnoelogy Campus

Enhance Virginia Tech Carilion partnership: growth of footprint in the health
sciences and in Roanoke, ties to the university’ s Destination Areas and
academic programs

Establish of Health Sciences and Technology Executive Committee and working
groups
Identification of geographical area and development plans in Roanoke —

involvement of Virginia Tech, Carilion Clinic, city leaders, business community
and Virginia Tech’ s master planning group

New research building planning teams (with representation from all partners)
Housing
Industry/start up spaces

Growth of student populations in Health Science and Technology (graduate,
medical, and undergraduate) — enhanced experiential learning opportunities
and spaces for undergraduate and graduate students




Virginia Tech Carilion School off Medicine
Virginia Tech™ s Ninth College

Integration Plan: Executive Committee, Steering Committee, 12 working groups
m Participants — Virginia Tech, Carilion Clinic, VTCSOM
= Faculty handbook, faculty appointment guidelines, and faculty roles of Carilion Clinic
physicians
New Memorandum of Understanding (MOU): Virginia Tech and Carilion Clinic
Integration date: July 1, 2018
Approval: Liaison Committee on Medical Education (LCME) and Southern
Association of Colleges and Schools Commission on Colleges (SACSCOC)
Continued support by Carilion Clinic and Virginia Tech

Departments
= Current Biomedical Science becomes Basic Science Education

= New Department of Biomedical Research (DBR)
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5,000 applicants for 42 positions / \:\‘ ‘Q “ ]
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Virginia Tech Carilion School off Medicine
Six: Years of Achievements and SUCCess

Matriculation: Seven classes, students from 94 universities
Graduation: Three classes

Applicants: 4,600 applications for 42 slots: current students from UC
Berkeley, Johns Hopkins, UVa, Virginia Tech, William and Mary.

Accredited: LCME and SACSCOC

Boards: all students passed step 1 and step 2 boards on first take with
outstanding scores

Residency: 100% residency match rate for all classes

Research Focus: all students complete hypothesis-driven prejects, present
nationally, and publishiin peer-reviewed journals




Virginia Tech Carilion Research Institute
SIX: Years of Accomplishments and SUCCEess

Nationally acclaimed brain research - autism, addiction, brain injury, cancer,
computational psychiatry, development, repair - cardiovascular and wound
healing

25 research teams; faculty appointments in five departments, three colleges
315 personnel; 149 students (50 undergraduates, 48 graduate; 51 medical)
$68M current active research grants (90% NIH); over $300M economic impact
551 peer reviewed publications; 30 patents filed; several companies started
Over 101,000 citations from the 8 senior faculty; Google scholar h-index = 53

Collaborative multi-P1 grants with faculty in colleges and Carilion Clinic
physicians

;‘m’l ] _pe -
: Neurorehabilitation
Bl cerebal palsy research

Antarctic extreme temperature
brain research




Virginia Tech” s'Healthr Sciences and Technology, Portfolio
Roele of the VICRI

VVTCRI remains a thematic research institute with a focus on
piomedical and health sciences

Additional roles for the VICRI:

s Facilitate increased connectivity: between the Virginia Tech
Carilion Research Institute, the Virginia Tech Carilion School of
Medicine, and Carilion Clinic

» Facilitate connectivity to health sciences-related research
activities at Virginia Tech

= Serve as nucleus of new. Department of Biemedical Research in
the Virginia Tech Carilion School of Medicine to advance
nationally benchmarked biomeadical' and health sciences research



Organizational Structure
VIICSOM ana VICRI

Naming/branding: remains the same for VICSOM and VICRI
Coordination, as approepriate; off communications
Separate activities, as appropriate

V/TCSOM dean reports to Virginia Tech Executive Vice President and
Provost (same as all college deans)

Executive director of VICRI reports te Vice President for Health
Sciences and Technology.

Most VICRI tenure track and tenured faculty lines move to VICSOM
Department of Biomedical Research

= Maintain existing affiliations with other departments, colleges

Some VICRI tenure track and tenured faculty maintain line in
existing department

VICRI maintains independent research budget through Virginia
Tech’s Office of the Vice President for Research and Innovation



" . < ENHANCED RESEARCH .
Carilion Clinic , Virginia Tech
INNOVATIVE EDUCATION/TRAINING

R =5 ¥

Colleges — CALS, CAUS, COE,
COS, CVM,CNRE, CLAHS, PCB

Clinical departments of emergency medicine, family & community

medicine, internal medicine, obstetrics/gynecology, Department 0]
orthopedic surgery, pediatrics, psychiatry and Biomedical Research
behavioral medicine, radiology, surgery &

. . . Department of Basic
(Clinical Enterprise) Science Education
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Physicians

on board
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Health Science and' Technoloegy.
Growith

Involve stakeholders: Meetings with deans, chairs, VICSOM, VICRI;
Carilion Clinic, Virginia Tech and Carilion Clinic leadership

Criteria: build en unigue strengths, Identify gaps, national/glokal
and local/regional needs and synergies between Virginia Tech ana
Carilion Clinic In research, educational/training and clinical demains,
existing talent pool, pessibilities for attracting new talent in targeted
areas, Infrastructure, scientific epportunity, funding availability
Including philantaropy:

Opportunity. to recruit new: teams of leading biemedical/health
science researchers, Including physician scientists

Major opportunity to grow Virginia Tech” s extramural funding
market share In focusead areas of the health sciences



Five High-Level Focus Areas
Supported Across Virginia Tech and Carilion Clinic

These five areas address:

Considerable strengths and successes that coordinate with philanthropic
efforts

Local and national health needs
Research that has unique attributes and recognized excellence

Considerable growth/impact are likely with strategic investments and targeted
program/infrastructure/talent development



Biomaterials -

body-device :
interfaces brain health

and disease

cardiovascular
science

Animal-human nexus

Bioengineering
Data/analytics/informatics

Genomics

Healthy lives and health care delivery
Lifespan — (development and aging)
Precision medicine

Public health

Regenerative medicine and repair
Rehabilitation

infectious
disease/
immunity

metabolism/
obesity
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Health Sciences and lechnoelegy Research Bullding
Planning and Implementation
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Funding: awarded through state bond

Plan: te be submitted te Virginia Tech BOV: in March 2017

Layout: erganized around five major research themes, experential
learning spaces and oepportunities

Planning teams: representation from the nine colleges, thematic content
experts from colleges, VICRI;, Carilion Clinic

Planning space utilization: core facility/infrastructure needs, specializea
features and general flow

Site selection: In process






Thank you
Questions?
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Partnerip for anJ Incentive Based Budget

Thanasis Rikakis, Executive Vice President and Provost
Tim Hodge, Assistant Vice President for Budget and Financial Planning
Ken Smith, Vice Provost for Resource Management and Institutional Effectiveness

Board of Visitors
August 28, 2016



o Strategic Setting — Thanassis Rikakis

* Current Budget Development Environment and
the Opportunities of Growth — Tim Hodge

* College Performance Model — Ken Smith

mVlrgmmTech
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Virginia Tech is well aligned to excel through integrated
education and research to promote economic development.

Beyond Boundaries
A FRAMEWORK FOR THE FUTURE

GOALS

The Beyond Boundaries thematic groups were with
creating a future vision for Virginia Tech that woul pare
the university for two related goals:

Advance as an intem[éonally
recognized, global land-grant

u:n;ﬁersity !

’ tegically address the
allenges and opportunities
resented by the changing
» , landscape of higher education

We are Virginia’'s leading
university in research
expenditures

We are a national leading
land-grant institution

We aspire to be recognized as
a distinguished global
university

[T VirginiaTech

Invent the Future
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Virginia Tech will integrate and expand its efforts to prepare
students to succeed in the jobs of the 21st century.

AFTER BREXIT: voum BEST MOVES NOW,

* Virginia Tech was recently
ranked the 9" best public college
In Money Magazine.

« Early career earnings of
graduates - $55,300

[T VirginiaTech

Invent the Future




The future presents both challenges and opportunities.

Challenges

Tuition Tipping Point
Increasing Competition

Inter-connected, Rapidly

Changing Global Landscape

Global Competition for

Talent

Expanding Expectations

Opportunities

Leveraging Strengths

Focusing Efforts

Differentiating VT

Attracting and Retaining Talent
Being where the Action IS @sroamncr)
Achieving Scale

Continuous Improvement

[T VirginiaTech

Invent the Future




21st Century impact for a leading land grant requires integration of the
undergraduate and graduate instruction with the research success and
engagement of the institution in order to achieve personal
development, knowledge creation and economic development.

Leveraging the research of faculty and
training of students to create and fill
215t century jobs

r

Undergraduate Graduate
Learning Learning

Engagement
Personal Development

Knowledge Creation
Economic Development

[ Research, Scholarship &

\

Increasing public and private
partnerships through sponsored
research and philanthropy

Bringing funds into the
Commonwealth to create new jobs,
fund student training, and expand the
local and state economy.

[T VirginiaTech

Invent the Future




We will achieve national and global prominence through
differentiation. The VT shaped individual is a distinguishing
characteristic for Virginia Tech.

* Builds on the university’s strengths

and traditions

The VT-Shaped Individual « Allows the university to tackle the
complexity of 215t century research
and education in a unigue manner

* Facilitates recruitment of talented
students and faculty

* Graduates prepared to enter the 215t
century work force

* Advances the development of
partnerships

Experniential
Learning

Ut Prosim

Partnarships

* Diversifies financial portfolio

[T VirginiaTech

Invent the Future




Implementation of the new budget model will institutionalize
the seamless integration of VT shaped dimensions. This
Beyond Boundaries approach is needed for the future.

The budget model will:

Support and promote VT shaped research and education
Be outcome-based with national benchmarks

Be supported by data systems that are transparent

Be adaptive and integrative

Informs and incentivizes continuous improvement

[T VirginiaTech

Invent the Future




CURRENT BUDGET
DEVELOPMENT ENVIRONMENT

AND OPPORTUNITIES OF
GROWTH

[T VirginiaTech
Invent the Future
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The university currently employs four basic approaches to
budgeting.

 Revenue Centers — teaching hospitals, enterprise fund
programs, and ancillary and auxiliary operations which are
primarily volume driven

 Project Budgets — sponsored projects and capital projects

 Marginal/Incremental Budgets — university division,
AES/VCE, and student fee funded auxiliaries

 Formula Budgets — enroliment support, equipment trust
funds, and Summer Session

[T VirginiaTech

Invent the Future
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Colleges and departments need flexibility to take advantage
of rapidly developing opportunities.

* Current budget models have evolved over time to adapt to
changing circumstances.

* Marginal/Incremental budgeting has many strengths but does
not automatically adapt to rapidly changing environments.

« Complexity requires participatory budgeting/management.
 Marginal budgeting does not automatically empower:

* Recognition of enroliment opportunities and new
curriculum that requires cooperation across departments

« Emerging synergies in space and research
JINY SYNEtS P [T VirginiaTech

Invent the Future
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The university has entered a period of significant growth
In resources.

This growth is aligned with four major

activities:

* Instruction — enroliment growth, plus
constrained tuition growth, plus

estimate state General Funds
growth

Research — sponsored research
?S'ION * Private Fundraising

* Industry Partnerships/Corporate
Relations

[T VirginiaTech

Invent the Future
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Growth in funding and redirection of existing resources through
the achievement of efficiencies contribute to the resources
capacity of the institution.

* As resources grow, the budget
strategy is to:
«  Align distribution of actual growth in

Efficiencies /£ 0 resources with the units that contribute to
__ ., Tuition & the arowth
/ Enrollment - grov _ _
~+ Incentivize strategic reallocation of

existing resources to achieve shared
goals.

< Continue to ensure and enhance quality

The changes being piloted with the
colleges will be the basis for a
broader performance budget
approach across the academic
enterprise.

External
Partnerships

[T VirginiaTech

13 Invent the Future




COLLEGE PERFORMANCE
MODEL - PARTNERSHIP FOR
AN INCENTIVE BASED BUDGET

[T VirginiaTech
Invent the Future
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We have adopted the name Partnership for an Incentive
Based Budget and the acronym (PIBB) to describe both the

process and the decision support system that will

accompany the process.

» Partnership refers to shared goal
setting and decision making.

« Department to College to

e = levels

University Wide
» Aligned strategic plans at all

- e« Incentive refers to the linkage of
resources to the achievement of

agreed upon goals and

outcomes.

[T VirginiaTech

Invent the Future
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Many large institutions are adopting more decentralized budget
models to move decision making closer to where the impacts of
activities occur.

* Responsibility Center

RCM Org}amzatlon Management (RCM) is one
particular method of achieving
Internal Taxes broad decentralization

— * Virginia Tech is not adopting

RCM as its decentralization
Cost Recoveries approach.

- * We are expanding our limited

application of performance
budgeting to achieve greater
v decentralization.

Revenues —— —
[T VirginiaTech

Invent the Future

Charge
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Virginia Tech is expanding its application of performance
budgeting to achieve greater decentralization.

Budgeted
Performance

Historical B\

Q
o

Actual
cf| Actual  [UPr o ‘ _
@ | Performance | Long-Range
|l - Lt Performance
"g Goals
Q
[l

Time

A performance model allocates
existing budgets based on actual
achievement of agreed upon
outputs and outcomes.

Linking allocations to commitments
for actual outcomes prevents
“overleveraging” of the institution
as growth precedes the allocation
of new resources.

Performance budgeting moves the
annual resource planning
conversation from inputs to the
more strategic topic of outcomes.
[T VirginiaTech

Invent the Future
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The model will use integrated, multi-dimensional metrics to
promote balanced goal setting and activity.

SesErs il 6 Vil « Goal setting will be in the context of

Missions and Capacities historical trends.
Instructional & Enroliment * Interconnections between related
Metrics . .
—~ metrics will promote balanced goal
Student Success and setting and activity.
Quality Metrics _
P f  The model will promote bottom up

Research, Scholarship strategic planning through:

and Engagement Metrics
- « Shared Projections

i Effici L
Comp 'a"&ee?r?:s ciency « Shared Data and Monitoring of Progress

— « Shared Discussion of Future Goals &
Directions

& VirginiaTech

Invent the Future
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The Virginia Tech performance model will adapt components
seen in other national models of decentralization.

Valuing of credit hours and majors to promote all types of Beyond
Boundaries activity and to promote quality of disciplinary experience.

Managed growth to avoid unproductive competition.
Incentives for cooperation across departments and colleges
« Emphasis on student credit hours

* Premiums for VT shaped education and research and large scale
collaboration.

Recognition of variation in college missions and resource capacities
to strengthen all rather than undermine some to benefit others.

Recognition of the importance of scholarship quality

Qualitative consideration of quantitative outcomes — “The numbers
are the beginning of the conversation; not the end.” I VirginiaTech

Invent the Future
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The budget model will consist of four major components all
supported by a shared decision support system.

/',..
/

Shared Performance
Goals

Activity Based
Resource Allocations

=
/i

L Shared Data

_\\I

/I

Realignment and
Adjustment of

.\Resources and Goals

Periodic Assessment
of Outcomes

4

& VirginiaTech

Invent the Future
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Two types of metrics will be employed, unit allocations and

performance scorecards.

Unit Allocations Performance Scorecards
« One output/outcome results in * Faculty Profile
one unit of value . S_Cholqrship
- Credit Hours * Duversity
.  Teaching load
© Majors » Student Profile
* Funded Research Recruitment
* Fundraising Student Success
« Premiums Applied for Units Diversity
Meeting Additional Desired * Administrative Compliance

Quiality or Strategic Criteria and Efficiency

[T VirginiaTech

Invent the Future
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*Model
Refinement

eImplement for
Colleges

eParallel
Calculations for
Academic VPs

J

*Model
Development
*Parallel
Timeline Calculations for
Colleges
Information |-
System o
Development
22

Implementation
Across
Academic
Division
Continues

Bubble Chart

=

oFull
Implementation
with a Few
Remaining
Phase-In
Elements

[T VirginiaTech

Invent the Future




Communication of the plan has been on-going since the
spring and will continue to inform and solicit input through the

coming year.

Office of the Provost / Resource Management / Academic Budget Development

Incentive Based Budget Model

The university is moving to a performance based budget model over the
next two years. Information on the transition can be found here (log-in

required).

Overview of the Partnership for

an Incentive Based Budget

Office of the Executive Vice President and Provost

Incentive Based Budget
Model (PDF Format)

Incentive Based
Budget Model

The university is moving
to a performance based
budget model over the
next two years.
Information on the
transition can be found

here (log-in required).

23

Provost website with latest
information

Engagement of users in
specification and development
of data systems

Training on how to understand
and use the shared data
system

Development of faculty and
student scorecard components

[T VirginiaTech

Invent the Future




QUESTIONS AND
DISCUSSION

[T VirginiaTech
Invent the Future




Division of Administrative Services

HUMAN RESOURCES

Department of Labor
Changes to the Fair Labor Standards Act

3 VirginiaTech.



Division of Administrative Services

Recent Changes to the Fair Labor Standards Act (FLSA)

» The salary test for determining exempt vs. non-exempt status has
increased from $455/week to $913/week ($47,476 per year).

» The salary threshold will be adjusted every 3 years to maintain the level
at the 40th percentile of full-time salaried workers in the lowest-wage
Census region.

> Highly Compensated Employee (HCE) Exemption increased from
$100,000 to $134,004 per year.

» Up to 10% of the salary can come from bonuses or commissions .

I3 VirginiaTech.



Division of Administrative Services

Exemptions for higher education institutions:

~ Anyone whose primary job duty is instruction. This applies equally to
adjuncts or employees instructing outside the classroom based on
their job duties, not just to those on tenure track.

» Coaches and assistant coaches "if their primary duty is teaching,”
which may include instructing athletes in how to perform their sport.
They are differentiated from coaches whose primary duty is recruiting
and who would not be exempt.

» Certain academic administrative employees can be paid a salary
below the threshold if the salary is at least as high as that paid to
entry-level teachers.

I3 VirginiaTech.

A



Division of Administrative Services

Groups of employees that will be impacted at Virginia Tech:

» Research Faculty including Post Docs, Project & Research Associates,

etc.
» Extension Agents — awaiting written DOL ruling to determine qualification

for teaching exemption.
~ Other AP Faculty particularly in Student Affairs, Athletics and the Provost

office.
~ Staff in pay bands 4 and above.

I3 VirginiaTech.



Division of Administrative Services

University Action Plan

~ Established working committee to develop recommendations for
approval by the President, Provost, and Chief Financial Officer by

November 1.
>~ Continuing to seek clarification and work with other higher education

Institutions to ensure consistency in established practices.
> Final plan to be in place no later than December 1.

I3 VirginiaTech.
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