BOARD OF VISITORS

AUDIT, FINANCE & PLANNING
COMMITTEE

FRIDAY, 3 MAY 2024
1:50-3:15 PM
Turman Room
Preston Library




BOARD OF VISITORS
AUDIT, FINANCE AND PLANNING COMMITTEE

AGENDA
Friday, 3 May 2024

Page
1. Minutes of 19 March 2024 BOV-AFP Interim Committee Meeting 3
2. Auditor of Public Accounts (APA) — FY23 Audit Report
Board Motions
3. FY25 VMI Operating Budget 7
4. VDOT Property Roadway Acceptance — Saunders Drive 8
Discussion Items
5. VMI Operating Budget 11
6. Key Financial Indicators and Budget Performance Reports 20
7. VMI Annual Debt Report 48
Supplemental Information
8. Information Technology Report 51
9. VMI Foundation Report
10.  Capital Projects and Planning Update 54
11.  Non-Capital Projects and Planning Update 59

12.  AFP Duties Summary 62



VIRGINIA MILITARY INSTITUTE
Richmond, Virginia
Board of Visitors
Audit, Finance and Planning (AFP) Committee
Tuesday, 19 March 2024

MINUTES

Board Members Present:

Mr. Thomas R. Watjen *76 (President)

Mr. John D. Adams *96

Mr. Hugh M. Fain III *80 (Vice-President)

Mr. J. Conrad Garcia

Mr. Thomas E. Gottwald 83 (Vice-President, Committee Chair)
Ms. Gussie A. Lord *01(Vice-President)

Lt. Col (Ret.) James G. Joustra *76

Maj. Gen. James W. Ring *88

Ms. Kate Todd

Others Present:

MG Cedric T. Wins ’85, Superintendent

BG Dallas B. Clark *99, Deputy Superintendent for Finance and Support
COL Jeffrey R. Boobar ’86, Senior Director, Finance and Support

Mr. Harold L. Brown, Deputy Director, Intercollegiate Athletics

Ms. Pamela S. Brown, Assistant Director, Finance and Budget

Mr. Andrew C. Deal ’12, Chief Operating Officer, VMI Keydet Club
Ms. Crissy S. Elliot, Chief Financial Officer, VMI Alumni Agencies
Ms. Emily E. Fulton *18, Associate Athletic Director for Internal Operations/SWA
Mr. Jeffrey L. Lawhorne, Director, Finance and Budget

Mr. Patrick O. O’Leary ’90, General Counsel, Superintendent’s Office
COL Kimberly C. Parker, Director, Government Relations

Mr. David L. Prasnicki, Chief Executive Officer, VMI Alumni Agencies
Mr. David G. Sigler, Financial Analyst

COL William “Bill” J. Wyatt, Executive Officer to the Superintendent

Mr. Gottwald, AFP Committee Chair, presided and called the meeting to order at 11:00 AM at the Home?2
Suites Short Pump in Richmond, VA. A quorum was physically present with Mr. Fain, Mr. Garcia, Mr.
Gottwald, and MG Ring in attendance. Mr. Adams, Ms. Lord, LTC Joustra, Ms. Todd, and Mr. Watjen
attended through electronic means.



1.

2.

4.

Welcome and Opening Remarks

Mr. Gottwald welcomed the Committee and invited BG Clark to provide a brief overview of the
forthcoming agenda.

Minutes from the 26 January 2024 BOV-AFP Committee Meeting.
The Committee unanimously approved the minutes.
Superintendent’s Remarks

MG Wins discussed the financial landscape as it pertained to recent decreases in enrollment, as well as
cost-control measures implemented during FY24. He shared that the size of the incoming class of 2028
is trending positively, but the goal remains 495 and the proposed budget assumes 495 incoming
matriculants. He added that the Institute’s current FY24 spending rate is in alignment with the budget,
and close management of budget decisions continues. Mr. Fain inquired about challenges to the
Financial Aid Office caused by the Department of Education's ineffective roll-out of its new version of
the FAFSA and MG Wins explained that some FAFSA forms have been received but the Education
Department’s processing glitches continue.

Budget Presentation and Discussion

BG Clark introduced the FY25 presentation and reminded the Committee no action would be taken
during the meeting and all introduced tuition and fee scenarios were within the Board’s purview, as
none propose tuition or fee increases exceeding permissible levels per State code and all are in line with
the parameters within VMI’s Six-Year Plan.

BG Clark discussed significant budget assumptions related to enrollment, noting overall enrollment is
projected to dip in FY25 since the graduating Class of 2024 is the largest in VMI’s history.
Assumptions were also presented from the State Conference Budget, the projected increases to in-state
and out-of-state tuition, as well as to fees, for a net increase of 2.9%, and private funds which are
expected to exceed FY?24 allocations. A slide was also shown that quantified the potential impact of 3%
Conference Budget compensation increases to E&G and Auxiliary/Athletics Personnel and VMI’s
employer share of increased health insurance costs (6.3%) in FY25 of $390,000. The State has not yet
calculated the increase in the employee share of healthcare costs.

In reviewing trend data and a comparison of VMI’s in-state and out-of-state tuition and fees to other in-
state schools and competitor institutions, Mr. Gottwald reminded the Committee and staff of the full
Board’s questions regarding out-of-state competitiveness and options for consideration. LTC Joustra
raised the issue of The Citadel’s out-of-state costs compared to VMI’s and asked for a greater
understanding of cost-differential since they are often VMI’s number one competitor. Discussion
occurred about enrollment cliff concerns and if any competitors charge less the first year and then
increase costs at a greater rate for subsequent years. Mr. Garcia inquired if it was possible, for the
average cadet, to determine the net tuition amount families are paying out of pocket when attending
from out of state.



Graphs were presented to the Committee depicting budgeted and actual staff and faculty levels
comparing FY 18 to FY24, as well as information related to vacancies. Trend data was also provided
showing Opening Day Enrollment for fiscal years 2018 through 2024.

BG Clark then asked Ms. Emily Fulton, Associate Athletics Director for Internal Operations, to present
several slides showing the Athletics Department’s budget data within the landscape of public Southern
Conference and selected in-state institutions, as well as approved Athletics Department budget actions.

BG Clark then provided handouts with an overview of budget options showing a variety of tuition and
fee options. The tuition options ranged from 0% to 3% for VA and NVA cadets. Several fee options
increases were also presented which would each net the same cost increase to cadets and families but
differ in how the funds are allocated within certain auxiliary enterprises. Along with tuition and fee
options, a range of incoming class enrollment (495, 520, and 530) scenarios were presented to display
the estimated financial impact of variable tuition and fee increases on VMI’s overall budget and fund
balance.

Additionally, BG Clark discussed the annual budget process undertaken by Institute leadership which
brings forward requests from each department. Anticipated cost increases, to areas such as maintenance
contracts, utilities, and software licenses would be part of this process, as well as other initiatives
requiring budgetary support.

The Committee took a break for lunch at 12:06 PM. The meeting re-convened at 12:18 PM.

BG Clark explained each handout displaying various budget combinations and permutation scenarios
based on various projected enrollments, possible tuition increases, and possible re-allocation of fees that
result in an overall 3% increase in total fees. Prompted by LTC Joustra, BG Clark shared that staff is
recommending a 3% increase to room and board, a 9% increase to the athletics fees, and a decrease to
the auxiliary/UMA fee of 1.5% since this fee allocation is a more accurate representation of how dollars
are currently used. Additionally, staff is recommending an increase for both in-state and out-of-state
tuition of 3%, while preparing for an incoming class that could exceed 495 based on applications,
deposits, and the wait list — but that 495 is still the goal. Mr. Garcia clarified that the potential changes
to the fee structure are essentially a re-classification of charges to better represent the current internal
accounting shift that has been occurring.

In advance of considering an FY25 tuition increase, Mr. Gottwald inquired as to how FY24
expenditures, and the controlling of costs, are trending compared to the budget and previously expected
use of fund balance. BG Clark discussed the quarterly budget reports shared with the Committee and
said for the May meeting he would include the requested information and include restricted funds
showing as revenues and with the offsetting corresponding expenditures. Mr. Gottwald also commented
that additional clarity on Fall enrollment at the May meeting will also be helpful.

BG Clark continued by referencing a handout essentially showing the minimum and maximum revenue
scenarios. The minimum scenario was based on a zero tuition increase and an incoming class of 495,
with all fees increasing by 3% compared to a 3% tuition increase and an incoming class of 530 and an
overall 3% fee increase.



Mr. Gottwald stated the importance of the Board’s Athletics Committee having a role in the discussion
around the Athletics Department’s budget and that the Audit, Finance, and Planning Committee should
guide if deficits are appropriate. Regarding the re-allocation of fees, MG Wins referenced FY 16 (when
the Institute reset the athletics fee from $1,702 to $3,090 and decreased the Cadet Facilities/Activities
Fee from $3,002 to $1,696) and reminded the Committee of the great value the Institute receives from
scholarship athletics and emphasized the importance of bringing the budget into balance. Committee
members discussed the public perception of the proposed change but also said it is important that the
Institute demonstrate its commitment to Athletics.

Discussion occurred related to where VMI’s Athletics Fee sits compared to other in-state schools, and it
was shared that VMI’s FY24 fee of $3,950 is the highest and Virginia Tech’s of $421 is the lowest. MG
Wins discussed the value of Division I athletics at VMI related to the cadet experience and reminded
the Committee that only a handful of Power-5 schools are profitable and that the majority of schools
rely on student fees as a significant source of revenue.

Mr. Lenny Brown, Deputy Director of Athletics, explained that while budget projections have changed
due to proposed fee increases and proposed compensation increases within the potential Conference
Budget, the Athletics Department remains on the path to no longer budget deficits in FY27 and FY28.

Mr. Gottwald thanked MG Wins and BG Clark for presenting important information that will better
inform the Committee’s recommendations at the May Board meeting and thanked the Committee for
attending the meeting.

There being no further business to come before the Committee, the meeting adjourned at 1:01 PM.



VIRGINIA MILITARY INSTITUTE

LEXINGTON, VIRGINIA 24450-0304

OFFICE OF THE SUPERINTENDENT
Phone  540-464-7311

Fax 540-464-7660
Virginia Relay/TDD dial 711
4 May 2024
TO: The Board of Visitors
THROUGH: The Audit, Finance and Planning Committee
SUBJECT: Proposed Operating Budget FY 2025

The FY 2025 Operating Budget proposal includes a tuition and fee increase of 3% for
both in-state and out-of-state cadets, with total in-state tuition and fees of $32,388 and
total out-of-state tuition and fees of $64,010. The total budget for all programs totals
$119.1 million for an increase of $4.6 million or 4.0% from the original FY 2024 budget.
The overall increase in VMI’s total operating budget is primarily attributable to State
mandated compensation increases and increased funding from the State. The budget
includes projected use of reserve funds of $2.285 million.

The Fall 2024 opening enrollment is budgeted to be 1,559 and includes 495 new cadets
with 62.4% of the total Corps from Virginia. This is a budgeted enrollment decrease
from the FY 2024 budget of 2.4% and is less than the FY 2024 actual of 1,585. The
decrease is attributable the graduation of the Class of 2024 which was the largest
matriculating class in VMI history. The average enrollment for FY 2025 is projected to
be 1,482 compared to 1,517 in FY 2024.

The budget provides for a 3% State-initiated salary increase for employees and State-
mandated increases in employer contribution rates for health insurance.

The following motion is recommended:

“The VMI Board of Visitors approves the FY 2025 VMI Operating Budget which
includes an increase in tuition and fees of 3.0% for both in-state and out-of-state cadets.”

Cedric T. Wins
Major General, U.S. Army (Retired)
Superintendent
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VIRGINIA MILITARY INSTITUTE

LEXINGTON, VIRGINIA 24450-0304

OFFICE OF THE SUPERINTENDENT
Phone  540-464-7311

Fax 540-464-7660
Virginia Relay/TDD dial 711
4 May 2024
TO: The Board of Visitors
THROUGH: The Audit, Finance and Planning Committee
SUBJECT: VDOT Property Roadway Acceptance — Saunders Drive

VML is requesting that the Virginia Department of Transportation (VDOT) include
Saunders Drive as part of the State Road System. The existing main roads on the VMI
Post are currently included in the State Road System and are eligible for maintenance and
operations support.

Recommendation:

It is recommended that the Board of Visitors adopt the attached resolution requesting
VDOT to assume maintenance responsibility of Saunders Drive.

CUNm—

Cedric T. Wins
Major General, U.S. Army (Retired)

Superintendent
§\A MQ{A
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The Board of Visitors of the Virginia Military Institute, City of Lexington, VA, in regular
meeting on the  day of , 20, adopted the following:

RESOLUTION

WHEREAS, the Board of Visitors of the Virginia Military Institute has established
a road situated within the grounds of its property; and

WHEREAS, the road has been established and constructed to the standards set forth
by the Virginia Department of Transportation; and

NOW, THEREFORE, BE IT RESOLVED the Board of Visitors of the Virginia
Military Institute requests the Commonwealth Transportation Commissioner to assume
maintenance of the segment of road beginning at the intersection of Moses Mill Road, City of
Lexington, VA and terminating at Anderson Road, Route 303, as shown on sketch dated January
9, 2012, located within the property of the Virginia Military Institute and allow the institution to
retain police powers over such road according to § 33.1-33, Code of Virginia, 1950, as amended.

William J. Wyatt, Jr.

Colonel

Executive Officer to the Superintendent and Acting
Secretary to the VMI Board of Visitors

Date: 4 May 2024
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Executive Summary
FY 2025 Operating Budget

1. The Budget is comprised of three main sources of operating funds that
total $119,100,500:

a) State General Funds of $32,740,500. E&G operational funds
increased by $3,607,500, UMA remained unchanged, and state
aid for financial aid increased by $125,000.

b) Cadet tuition, fee, and sales, and other revenue is projected to be
$53,309,000. The Class of 2028 is projected at 495 cadets.
Tuition rates for both in-state and out-of-state cadets increased by
3% and fees increased 3% for FY 2025.

c¢) Private fund support primarily from the VMI Alumni Agencies of
$33,051,000. Unrestricted fund support of $3,688,000 (11%) and
$29,363,000 in restricted funds (89%).

2. The Budget supports cadet financial assistance from all sources
(Private, State, Federal and VMI) of $20,968,000, an increase of
$2,049,000 or 10.8%. Tuition revenue used for financial aid is
budgeted to be $1,200,000 more than FY 2024. The State financial aid
increased $125,000, Federal financial aid is expected to increase
$250,000 and funding from the endowed scholarship accounts by
$474,000.

3. The Budget for all programs is $140,068,500, an increase of $6,632,500
over the prior year.

4. The Educational and General Program (E&G) Budget totals
$74,482,500, an increase of $4,688,500 from FY 2024. The 3% salary
increase is a major factor along with the 6.3% expected increase in
medical insurance cost. The SCHEV Pell Initiative grant adds another
$921,000 to the overall operational budget.

5. The Budget assumes 495 new cadets (60% Virginians and 40% Non-
Virginians) and a total Corps of 1,559 (63% Virginians and 37% Non-



Virginians). The average enrollment for FY 2025 (fall and spring) is
budgeted to be 1,482.

. Tuition and fees for in-state cadets total $32,388 and represent an
increase of $914 or 2.9% over FY 2024. Tuition and fees for out-of-
state cadets total $64,010 and represent an increase of $1,834 or 2.9%.

. The budget includes a 3% salary increase effective the first pay period
of the fiscal year for all full-time employees.

Total personnel costs are budgeted for $76,866,000 or 65% of the total
Budget (excluding cadet financial aid) and include 657 full-time
positions. This is an increase of $2,735,000 or 3.7% over FY 2024.

. The Budget projects a year-end Fund Balance (30 June 2024) of
$25,400,000 and $23,115,000 on 30 June 2025.
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Revenue and Expenditure Budget Changes
FY 2024 Compared to FY 2025

Revenue
FY 2024 Budgeted Revenue

New State General Funds for FY 2025 Affordable Access
New State General Affordable Access Funds (not budgeted in FY 2024)
New SCHEYV Pell Initiative grant funding
FY 2025 Central Appropriations
FY 2024 Central Appropriations greater than budgeted
Increased Tuition and Fee Revenue
Increased Tuition Revenue used for Financial Aid
Increased VMIAA Support
Increased VMI Endowment Earnings
Increased Athletics Revenue
Reduction in planned use of Reserves
Increase in Other Income (Federal Fin Aid)

Total Revenue Increases

FY 2025 Budgeted Revenue

Expenditures
FY 2024 Budgeted Expenditures

3% Pay Increase

6.3% Medical Insurance Increase

New SCHEV Pell Initiative grant (5 staff)

Indirect Cost Expense

Bonuses budgeted in FY 2024

Other Salary and Benefit changes during FY 2024
Total Personal Services Increases

Increase in Student Aid from Tuition and Fee Revenue
New SCHEV Pell Initiative grant
Increase in Utilities (Water, Sewer, Electric and Gas)
Increase in Contingencies
Indirect Cost Expense
Increase in Maintenance Projects
Reduction in Debt Service
Increase in Transfer costs to UMA
VMIAA supported expenses (Restricted funds subject to donor guidelines)
Increase in Athletic Operational expenses
Total Non-Personal Services Increases

FY 2025 Budgeted Expenditures

114,517,000

937,500
832,000
920,841
646,475
395,684

2,706,000
(1,200,000)
2,135,000

37,000
279,000

(3,321,000)

215,000

4,583,500

119,100,500

114,517,000

2,062,941
560,995
500,541
780,000

(687,866)
183,545

3,400,156

420,301
111,058
129,635

(780,000)
387,000
(11,000)
111,000
590,343
225,007

1,183,344

119,100,500
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Finance and Support
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VMI Key Financial Indicators
As of 11 April 2024

1. Enrollment
Fall 2023 Opening Day (Actual)
New Cadets
% VA Cadets
Old Cadets
Total Cadets
% VA Total
Spring 2024 (Actual)
Total Cadets
% VA Total
% of cadets in Fall returning in Spring

2. State Revenues
Educational and General (E&G)
General Funds
Cadet Tuition/Other
Total E&G Revenue

Auxiliary Enterprises (AUX) Revenues

Unique Military Activities (UMA)
General Funds

Cadet Fees/Other
Total UMA Revenue

3. Total Full-time Employees
4. Fund Balance (Cash Balance)

Beginning Balance, 7/1/23
Estimated revenue over(under) budget

Estimated expenditures (over)under budget

Budgeted transfers to(from) fund balance
Projected Balance, 6/30/24

Amended Actual/ Over
Budget Projected (Under) % Notes
450 492 42 9.3%
60.0% 59.3%
1,073 1,100 27 2.5%
1,523 1,592 69 4.5%
63.8% 63.0%
1,404 1,473 69 4.9%
63.2% 63.3%
92.2% 92.5%
21,856,000 21,856,000 - 0.0%
30,970,000 30,970,000 - 0.0%
52,826,000 52,826,000 - 0.0%
23,293,000 23,293,000 - 0.0%
5,860,000 5,860,000 - 0.0%
3,886,000 3,886,000 - 0.0%
9,746,000 9,746,000 - 0.0%
646 608 (38) -5.9%
E&G AUX UMA Total
6,646,121 18,004,820 1,470,677 26,121,618
1,414,250 (815,000) (546,250) 53,000
- (773,801) - (773,801)
8,060,371 16,416,019 924,427 25,400,817
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Museum Operations

Budget Performance Report
For the nine months ended 31 March 2024

Revenue and Support
Admissions
Sales
Donations
Rents/Other
Local Unrestricted Funds
Endowment Income

Total Revenue

Operating Expenses
Personal Services
Merchandise for Resale
Other Operating

Total Expenses

Excess (Deficiency)Rev
Add: Fund Balance, begin
Add: Special Endow draw
Fund Balance, ending

VMI Museum | | VMCW
Amended Year-to-Date Projected For Over (Under) Amended Year-to-Date Projected For Over (Under)
Budget Actual The Year Budget Budget Actual The Year Budget
- - - 182,000 134,523 182,000 -
165,000 146,530 165,000 - 75,000 73,830 75,000 -
8,000 7,015 8,000 - 6,000 2,482 6,000 -
134 242 250 116 1,160 2,287 2,300 1,140
73,913 73,913 73,913 - 83,314 83,314 83,314 -
42,000 35,666 42,000 - 179,000 89,498 179,000 -
289,047 263,366 289,163 116 526,474 385,934 527,614 1,140
181,000 80,248 161,000 (20,000) 418,000 321,814 411,000 (7,000)
82,000 56,609 82,000 - 38,000 39,852 48,000 10,000
50,000 33,832 50,000 - 73,000 43,466 73,000 -
313,000 170,689 293,000 (20,000) 529,000 405,132 532,000 3,000
(23,953) 92,677 (3,837) 20,116 (2,526) (19,198) (4,386) (1,860)
(71,995) (71,995) (71,995) - (83,696) (83,696) (83,696) -
(95,948) 20,682 (75,832) 20,116 (86,222) (102,894) (88,082) (1,860)
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Museum Operations
Budget Performance Report
For the nine months ended 31 March 2024

_ Jackson House _ _ Total All _
Amended Year-to-Date Projected For Over (Under) Amended Year-to-Date Projected For Over (Under)
Revenue and Support Budget Actual The Year Budget Budget Actual The Year Budget % Note
Admissions 65,000 30,324 65,000 - 247,000 164,847 247,000 - 0.0%
Sales 80,000 40,734 80,000 - 320,000 261,094 320,000 - 0.0%
Donations 3,000 1,216 3,000 - 17,000 10,713 17,000 - 0.0%
Rents/Other - 10 10 10 1,294 2,539 2,560 1,266  100.0%
Local Unrestricted Funds 309,817 309,817 309,817 - 467,044 467,044 467,044 - 100.0% 1
Endowment Income - - 221,000 125,164 221,000 - 0.0%
Total Revenue 457,817 382,101 457,827 10 1,273,338 1,031,401 1,274,604 1,266 0.1%
Operating Expenses
Personal Services 207,000 148,189 196,000 (11,000) 806,000 550,251 768,000 (38,000) -4.7%
Merchandise for Resale 40,000 25,571 40,000 - 160,000 122,032 170,000 10,000 6.3%
Other Operating 57,000 42,245 57,000 - 180,000 119,543 180,000 - 0.0%
Total Expenses 304,000 216,005 293,000 (11,000) 1,146,000 791,826 1,118,000 (28,000) -2.4%
Excess (Deficiency)Rev 153,817 166,096 164,827 11,010 127,338 239,575 156,604 29,266
Add: Fund Balance, begin (297,591) (297,591) (297,591) - (453,282) (453,282) (453,282) -
Add: Special Endow draw - - - - -
Fund Balance, ending (143,774) (131,495) (132,764) 11,010 (325,944) (213,707) (296,678) 29,266

Notes: 1) Local Unrestricted funds moved to the Museum Systems to provide support for balancing operating budgets from FY 2022 and FY 2023.
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Capital Budget
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VMI Capital Projects Budget Report
31 March 2023

Notes

1.

Estimated Cost/Budgets are based on architect/engineering (AE) estimates or
construction managers (CM) estimates. The capital project process normally
includes an AE estimate based on a feasibility study prepared by the AE firm.

The CM-at-risk project delivery method includes project cost estimates developed
by the AE firm and the CM. BCOM reviews and adjusts project budgets based on
historical costs from across the Commonwealth.

Projected Costs/Funding reflect costs based on contractor bids or CM
guaranteed maximum prices (GMP) for all projects. The CM’s final guaranteed
maximum price is developed after a rigorous “value engineering” type process
and include reviews and analyses of major sub-contractor bids. The project costs
approximate the funding that has been obtained for the projects in all cases except
as described in the notes below.

JM Hall/VMI Museum projected cost/funding exceeds the original budget and
reflects furnishings/equipment and facility improvements (windows, HVAC,
lighting, and other electrical) that were not included in the original budget
estimate.

The Crozet Hall projected cost of $14.6 million includes final settlement of
contractor claims (the Supreme Court of Virginia ruled in the general contractor’s
favor requiring VMI to work out the amount owed to the contractor for “delay”
damages). Costs also reflect the settlement with the A/E for design errors and
omissions.

Hinty Hall (Physical Plant Building) projected cost/funding exceeds the original
budget and reflects furnishings/equipment, additional State-mandated storm water
management, and other unforeseen site costs such as rock removal that were not
fully included in the original budget estimate.

The North Institute Hill Parking projected cost/funding includes the cost of
outside consultants to conduct studies (required by the State’s Department of
Conservation and Recreation) of project related storm water modeling and
management. Project costs also reflect unforeseen rock removal that was not
fully included in the original budget estimate.

Kilbourne Hall (ROTC) projected cost/funding exceeds the original budget and
reflects escalating construction costs (labor and materials) due to a “busy” market
and to some unforeseen conditions (to include repairs of a failing retaining wall
and replacement of an interior asphalt floor with a concrete floor). The State
provided “supplemental funding” for construction of about $3.8 million and
another $485,000 for furnishings and equipment. Private funds of approximately
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10.

1.

12.

13.

14.

$400,000 from the $45 million VMI Development Board bond financing is
included in the projected cost/funding.

Marshall Hall (The Center for Leadership and Ethics or CLE) projected
cost/funding of $22.3 million includes $4.0 million from the Gillis endowment
gift for the theater portion of the project.

Barracks Expansion/Renovation projected cost/funding of $62.7 million includes
$14.0 million of “supplemental funding” provided by the State in June 2007.
VMI negotiated a credit from the CM for schedule delays and negotiated with the
A/E for reimbursements to VMI for errors and omissions. The Barracks
Renovation and Expansion was completed in August 2010.

The Military and Leadership Field Training Grounds (Phase I) project began
construction in October 2009 and was completed in the fall of 2011. A $5.0
million private gift was pledged to the VMI Foundation and designated for the
project with $1.0 million received up front and another $1.0 million was received
later. The balance of this private gift is due from the donor’s estate upon her
death. VMI also provided $0.7 million from its Auxiliary Fund Balance. Several
project elements from the MLFTG Master Plan are being added using these new
funds as they become available.

The Maury-Brooke Hall Renovation project began construction in February 2012.

Phases 1 and 2 were substantially completed in the summer of 2012, and Phase 3
was completed in October 2012. Phases 4-5 were completed in March 2013, and
Phase 6 was completed in May 2013. Using project savings several additional
items were added late in the project. The project was complete in August 2013.

The Corps Physical Training Facilities (CPTF) capital project was completed in
2016. Phase I totaled $80.6 million and consists of the new Indoor Training
Facility (ITF). Phase II totaled $38.1 million and comprises the renovations to
Cormack Hall and Cocke Hall.

VMI has three separate $4.0 million projects financed through bonds issued by
the Virginia College Building Authority (VCBA). The projects consist of
improvements to various Post facilities to include the Barracks (parapets, turrets,
stoops, hot water/showers, windows), Cocke Hall Pool, Foster Stadium, Moody
Hall, McKethan Park, Cabell House, Post-wide closed-circuit/TV installation,
Richardson Hall HVAC, Cameron Hall roof-replacement, Virginia Museum of
the Civil War (New Market) Wastewater Treatment Plant, 450 Institute Hill, and

Mallory Hall/Computer and Information Science Department space modifications.

Additional projects may be added, or some eliminated from this list. VMI is
required to pay the debt service on these bonds.

VMI received $1.0 M in additional private funds to which was added $550K in
Auxiliary Funds for continued work on the North Post Training Area (MLFTG).
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15.

16.

17.

18.

19.

The project includes construction of a new maintenance facility and construction
of a new Leadership Reaction Course. The initial bids received were higher than
the design estimate. The design estimate was reviewed and revised, and the
project was re-bid. The project was awarded in December 2014. The
construction is complete. Physical Plant took occupancy of the new Maintenance
Facility in July 2015. Training at the new LRC is managed by the Commandant.

The 2016 Session of the General Assembly authorized VMI’s Post Infrastructure
Project (Phases I, Il and III). The total estimated project cost is $33.2M, with
$3.6M funded by VMI. Overall scope of work includes energy infrastructure
improvements including improvements to the heat plant facility, utility
monitoring and control, site improvements and demolition/replacement of the
Post Police facility. Design development work began in January 2017.
Construction began in April 2019 and was completed in May 2021.

The 2016 Session of the General Assembly authorized VMI’s project for the
renovation of Preston Library. This project consists of a full replacement of
mechanical, electrical and plumbing systems, elevator installation to the 700
level, space repurposing, archive expansion, relocation of admin offices, and
changes to the 500 level entrance to enhance traffic flow and customer support.
Construction began in June 2019 and concluded in March 2021.

The 2016 Session of the General Assembly authorized VMI’s Scott Shipp Hall
Renovation and Expansion Project. The current project estimate is $43.3 M.
Project Phase I includes a 28,000 square foot expansion of the 1955 portion of the
building and complete renovation to the annex built in the same year. Goal of the
project is to increase office and collaborative spaces, update classrooms and
upgrade various utilities. Construction began in August 2019. By February 2021,
Phase I was complete with classroom and office space finished prior to the start of
the Spring semester. Phase II began in December 2020 with final completion in
December 2021. The North Hill parking lot expansion portion of the project
began in March 2022 and will be completed in August 2022.

The Chessie Nature Trail South River Bridge project will replace the bridge over
the South River that was destroyed by Hurricane Isabel in 2003. This new
pedestrian bridge will allow access to the entire trail from start to finish without
requiring cadets and other trail users to traverse public roads. The funding for this
project is a grant from the Federal Highway Administration (FHWA) with
additional funding from VMI. The design was put out to bid in May 2020 with all
estimates coming in significantly over budget. Additional funds were infused by
FHWA and VMI and the project was re-bid and awarded in November 2020.
Construction began in December 2020. The project is finished, and a ribbon-
cutting ceremony was held in December 2021.

The 2018 Session of the General Assembly authorized VMI to expend $1.8
million to complete detailed planning on the Corps Physical Training Facility

45



20.

21

22.

23.

24.

25.

Phase 3 (Aquatic Center). Construction funding was included in the Governor’s
proposed budget amendments and was approved during the 2019 General
Assembly session. The total estimated cost for this project is $43 million and
includes $10 million in private funding. Project is a 58,000 square foot facility
with a 50-meter pool and space for offices, classrooms, and spectator space to seat
750. Construction began in December 2020 and is scheduled for completion by
January 2023.

The 2020 Session of the General Assembly authorized VMI’s Post-Wide Safety
and Security project for an estimated $10.0 million. Project includes installation
of 14 vehicular gates at various entry points around main Post. Intent is to
increase safety measures during cadet activities and events on Post while
providing a mechanism to lock down entire Post during Post-wide training events
or in case of emergency or significant incidents occurring on Post or in the
surrounding area. The design development for this project began in September
2021 with construction anticipated to begin in Summer 2023. Construction
duration is estimated to be approximately 18 months.

. The 2020 Session of the General Assembly authorized VMI’s Renovate and

Expand Engineering Laboratories project for an estimated $57.0 million. A
33,029 square foot addition and renovation of the existing 63,133 square feet will
allow for the growth of the STEM curriculum. Design development began in
September 2021 with construction anticipated to begin in Summer 2023.
Construction duration is estimated to be approximately 24 months..

The 2020 Session of the General Assembly authorized VMI to expend $2.1
million in Institute funds to complete detailed planning on the CLE Phase 2
project. The 2021 Session authorized the use of State funds rather than Institute
funds to complete detailed planning. The 2022 Session of the General Assembly
authorized an additional $1.5 million in detailed planning funds related to the
addition of the parking facility to this project. This additional detailed planning is
to be funded from non-general funds.

The 2022 Session of the General Assembly authorized VMI’s Improve Cadet
Safety and Security (Barracks Doors and Locks) project for an estimated $8.7
million. VMI will begin the process to select architects/engineers for design
services in Fall 2022.

The 2022 Session of the General Assembly authorized detailed planning for
VMTI’s Replace Windows in Old and New Barracks project for $1.0 million. VMI
will begin the process to select architects/engineers for design services in Fall
2022.

The 2022 Session of the General Assembly authorized detailed planning for
VMI’s Construct Moody Hall project for $2.1 million. VMI will begin the
process to select architects/engineers for design services in Fall 2022.
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26.

27.

The Capital Projects Budget Report summarizes all major capital projects in
support of Vision 2039 and spans approximately 16 years. These 41 projects have
an “estimated cost/budget” totaling $591.5 million which reflects estimates from
architect/engineers or construction managers before the projects were bid or
placed under contract. The “projected cost/funding” for these projects total
$619.9 million and mostly reflects costs based on actual contract prices or
construction manager guaranteed maximum prices. The total “projected
cost/funding” exceeds the total “estimated cost/budget” by $28.4 million or 5%
(the State provided supplemental funding of approximately $18.7 million).

Note: 38 of the 41 projects have a combined “projected cost/funding” of $521.4
million which exceeds the combined “estimated cost/budget” of $515.1 million by
86.3 million or only 1.2%. For 3 of the 41 projects (Barracks
Expansion/Renovation, Kilbourne Hall, and Marshall Hall), the combined
“projected cost/funding” is $898.5 million which exceeds the “estimated
cost/budget” of 876.4 million by $22.1 million or 29% (the State provided $18.7
million or 85% of the $22.1 million).

All projects require detail reviews and on-site progress inspections by the State.
The State also requires annual reporting on any projects completed in the
preceding calendar year with a cost of $1.0 million or greater as a part of VMI’s
Financial Management Standards.
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VIRGINIA MILITARY INSTITUTE
LEXINGTON, VIRGINIA 24450-0304

Deputy Superintendent for Finance, Administration and Support
Phone  540-464-7321
Fax 540-464-7169

3 May 2024
MEMORANDUM
TO: The Audit, Finance and Planning Committee
FROM: BG Dallas B. Clark

SUBJECT: VMI Annual Debt Report

The VMI Board of Visitors adopted Debt Management Guidelines and Procedures for
VMI at its August 2005 meeting and amended those guidelines at its April 2016 meeting.
The guidelines call for an annual report to the VMI Board of Visitors that provides
information on the outstanding debt of VMI and the VMI Alumni Agencies, the results of
specific financial ratios, and various other pertinent information.

The FY 2023 Annual Debt Report of VMI accompanies this transmittal memo. This
report consists of two sections as follows:

1. Direct Debt Obligations of the Institute

2. Annual Debt Report - Compliance
o Unrestricted Net Assets, exclusive of the impact of recording pension
liabilities equal at least 25% of the Institute Direct Debt.
o Maximum Annual Debt Service Costs as a percentage of total Operating
Expenses does not exceed 10%.

Other Compliance notes:
o VMI is in compliance with all significant financial and operating
covenants of existing indebtedness.
o VMl issued no new debt for FY 2023 or FY 2024.
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DIRECT DEBT OF OBLIGATIONS OF VIRGINIA MILITARY INSTITUTE

Obligation

Crozet Hall, Series 2009D

Crozet Hall, Series 2012A

Crozet Hall, Series 2019B
Total Crozet

Cocke Hall Annex, Series 2007B

Cocke Hall Annex, Series 2010B

Cocke Hall Annex, Series 2021A/B
Total Cocke Hall

JM Hall Renovation, Series 2007B

JM Hall Renovation, Series 2010B

JM Hall Renovation, Series 2021A/B
Total JM Hall

South Institute Hill Parking, Series 2010 A1/A2
Improve Post Facilities | (Series 2013A)

Improve Post Facilities | (Series 2021A/B)
Total IPF |

Improve Post Facilities Il (Series 2014A)
Improve Post Facilities Il (Series 2021A/B)
Total IPF Il

Improve Post Facilities Ill (Series 2015A)

Improve Post Infrastructure 111,11l (Series 2018A)

Lackey Parking (Series 2019A)

Outstanding Balance 6/30/23

2021-2022  2022-2023  2023-2024

Interest Final Annual Debt Annual Debt Annual Debt

Principal Premium (1) Total rates Maturity Service Service Service
- (0) (0) 2.50-5.00 2022 - - -
1,696,324 80,639 1,776,964 2.00-5.00 2025 109,657 890,770 890,191
- - - 2.00-5.00 2025 729,750 - -
1,696,324 80,639 1,776,964 839,407 890,770 890,191
- 0 0 4.00-4.50 2020 - - -
- - - 2.00-5.00 2022 - - -
- (0) (0) 0.48-5.00 2023 162,432 158,875 -
- (0) (0) 162,432 158,875 -
- - - 4.00-4.50 2020 - - -
- - - 2.00-5.00 2023 - - -
- - - 0.48-5.00 2024 184,585 189,625 -
- - - 184,585 189,625 -
1,435,000 47,704 1,482,704 4.35-5.50 2031 235,172 233,689 231,678
205,000 1,459 206,459 2.00-4.00 2034 102,000 210,125 210,125
2,855,000 694 2,855,694 0.48-1.91 37,634 90,192 89,779
3,060,000 2,153 3,062,153 139,634 300,317 299,904
335,000 30,224 365,224 2.00-5.00 2035 39,875 175,625 177,625
2,805,000 914 2,805,914 0.48-2.01 40,791 108,092 112,555
3,140,000 31,139 3,171,139 80,666 283,717 290,180
3,015,000 193,180 3,208,180 3.00-5.00 2036 286,797 288,544 289,794
2,910,000 263,634 3,173,634 4.00-5.00 2039 254,600 253,975 257,975
3,105,000 304,223 3,409,223  2.25-5.00 2040 238,900 238,025 236,900
18,361,324 922,672 19,283,996 2,422,192 2,837,536 2,496,621

(1) Represents unamortized premium on bonds sold. This amount is being amortized over the remaining life of the debt obiligation.

49



ANNUAL DEBT REPORT - COMPLIANCE

The Approved Debt Policy of the Virginia Military Institute

requires the maintenance of the following financial

covenants:

> Unrestricted Net Assets, exclusive of the impact of
recording pension liabilities, shall equal at least 25% of the
Total Direct Debt of the Institute.

> Maximum Annual Debt Service should not exceed
10% of Operating Expenses.

The Institute is in compliance with all significant

financial and operating covenants of existing indebtedness.

New Indebtedness
VMI did not issue any new debt in FY 2023 or FY 2024.

As of June 30

Unrestricted Net Total Direct

Fiscal Year  Assets Debt Ratio
2023 32,855,869 18,361,324 179%
2022 33,673,305 20,528,614 164%
2021 34,041,565 22,173,614 154%
2020 26,248,569 22,463,614 117%
2019 27,264,552 20,658,614 132%

Fiscal Year 2019-2023
Maximum Annual Operating

Fiscal Year Debt Service Expenses Ratio
2023 2,837,536 112,402,128 2.5%
2022 2,422,192 104,530,851 2.3%
2021 2,564,967 100,617,244 2.5%
2020 2,488,182 96,566,771 2.6%
2019 2,396,101 93,446,289 2.6%
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