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VIRGINIA MILITARY INSTITUTE
LEXINGTON, VIRGINIA 24450-0304
OFFICE OF THE SUPERINTENDENT
Phone 540-464-7311

Fax 540-464-7660 15 April 2015

Virginis Relay/TDD disl 711

MEMORANDUM
TO: The Board of Visitors
THROUGH: The Audit, Finance and Planning Committee
SUBJECT: Proposed Operating Budget FY 2016

The FY 2016 Operating Budget proposal for all programs totals $82.4 million for an increase of
$1.2 million or 1.5% from the FY 2015 budget. The budget includes State general funds of
$14.1 miillion for a decrease of $306,000 or 2.1% from FY 2015.

The budget recommends tuition and fee increases of 5.5% ($1,312) for in-state cadets and
4.9% ($2,270) for out-of-state cadets bringing total costs to $25,202 and $48,216, respectively.

The Fall 2015 opening enrollment is budgeted to be 1,715 and includes 490 new cadets with
59% of the total Corps from Virginia. This is a budgeted enrollment increase from the FY 2015
budget of 1.5% and from the actual of 0.1%. The average enrollment for FY 2016 is projected to
be 1,641 compared to 1,654 in FY 2015.

The budget provides for a State-initiated 2% employee salary increase and additional increase for
classified employees with at least five years of service equal to $65 for each year of service. The
budget also provides for State-mandated increases in employer contribution rates for the Virginia
Retirement System and for health insurance of about 14% and 2.9%, respectively.

The budget proposal addresses many of the high priority budget requests from the senior
executive officers to include new full-time teaching faculty positions, part-time faculty, and
departmental operating funds. The budget also reclassifies certain cadet fees and related costs
from the State Auxiliary Enterprises Program to the NCAA Athletics Program to more
appropriately budget these activities and make the budget compatible with new State legislation.

I recommend that you approve this proposed budget.

70

J.H. Binford Peay, III
General, U.S. Army (Retired)
Superintendent
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Executive Summary



Executive Summary
FY 2016 Operating Budget

. The Budget includes State General Funds of $14,130,000, a decrease
of $306,000 or 2.1% from 2015 (Exhibit 1).

. The Budget includes cadet tuition/fees and other revenue of
$49,158,000, an increase of $1,968,000 or 4.2% (Exhibit 2).

. The Budget includes private fund support primarily from the VMI
Alumni Agencies of $19,083,000, a decrease of $444,000 or 2.3%.
This consists of $2,509,000 in unrestricted funds (13%) and
$16,574,000 in restricted funds (87%). Unrestricted funds reflect a
decrease of $203,000 or 7.5% over 2015 (Exhibit 3).

. The Budget includes cadet financial aid from all sources of
$15,552,000, an increase of $1,199,000 or 8.4%. This includes an
increase in cadet tuition revenue budgeted for financial aid of
$1,100,000 for a total of $4,100,000 (Exhibit 4).

. The Budget for all programs totals $97,923,000 and reflects an
increase of $2,417,000 or 2.5% (Exhibits 5 and 6).

. The Educational and General Program (E&G) Budget totals
$46,442,000 and represents an increase of $612,000 or 1.3% (Exhibit
7).

. The Budget includes 490 new cadets (60% Virginians and 40% Non-
Virginians) and a total Corps of 1,715 (59% Virginians and 41% Non-
Virginians). This is an increase of 25 cadets in the total Corps or
1.5% compared to the 2015 budget and 1 more than the 2015 actual
(Exhibit 8). The average enrollment for FY 2016 (fall and spring) is
budgeted to be 1,641.

. Tuition and fees for in-state cadets total $25,202 and represent an
increase of $1,312 or 5.5% over 2015. Tuition and fees for out-of-
state cadets total $48,216 and represent an increase of $2,270 or 4.9%
(Exhibit 9).



9. A State-initiated salary increase of 2% is budgeted in FY 2016 for
employees. The budget also includes a State-initiated additional
salary increase for classified employees with at least 5 year of service
equal to $65 for each year of service. The budget also provides for
State-mandated increases of 14% in employer contribution rates for
the Virginia Retirement System and 2.9% for health insurance
premiums.

Total personnel costs are budgeted for $49.8 million or 60% of the
total Budget (excluding cadet financial aid) and include 581 full-time
positions (personnel costs comprise 75% of the State E&G budget
which has 366 or 63% of the full-time positions). This is an increase
of $0.8 million or 1.6% over 2015 and primarily reflects provision for
salary and fringe benefit increases and 9 new full-time employees
(Exhibit 10). See the Significant Budget Assumptions—Details of
New Employees and Other Changes for information on the new
employee positions. The 1.6% increase in FY 2016 is net of the
elimination from the budget of a 2% employee bonus that was
budgeted in FY 2015.

10.The Budget projects a year-end Auxiliary Fund Balance (30 June
2016) of $8.5 million (Exhibit 11).



State General Funds

FY 2015 FY 2016 Inc (Dec) %
E&G Program 9,745,000 9,514,000 (231,000) -2.4%
UMA Program 3,820,000 3,645,000 (175,000) -4.6%
Cadet Financial Assistance 871,000 971,000 100,000 11.5%

Total State General Funds 14,436,000 14,130,000 206,000) -2.1%

Cadet
Financial

Assistance__
7%

Program
26%

FY 2016

4 Exhibit 1



Cadet Tuition/Fees and Other Revenue

FY 2015 FY 2016 Inc (Dec) %
Cadet Tuition and Fees
E&G Program 25,866,000 26,674,000 808,000 3.1%
Auxiliary Program 23,549,000 25,072,000 1,523,000 6.5%
UMA Program 4,045,000 4,223,000 178,000 4.4%
Cadet Financial Assistance 3,000,000 4,100,000 1,100,000  36.7%
56,460,000 60,069,000 3,609,000 6.4%
Less: Cadet Financial Assistance *  (14,353,000) (15,552,000) (1,199,000) 8.4%
Total Cadet Tuition/Fees 42,107,000 44 517,000 2,410,000 5.7%
Other Revenue
Athletic, CLE and Museum Revenue 2,747,000 2,587,000 (160,000) -5.8%
Fund Balances 848,000 382,000 (466,000) -55.0%
Other (includes federal grants) 1,488,000 1,672,000 184,000 12.4%
Total Other Revenue 5,083,000 4,641,000 (442,000) -8.7%
Total Cadet Tuition/Fees and Other 47,190,000 49,158,000 1,968,000 4.2%
*Cadet financial assistance from scholarships and grants (all budgeted sources)
is deducted to arrive at the revenue paid by cadets and from other sources.
Cadet T/F Other Revenue
(Cadet Fin 70/,
s Cadet T/F
Cadet T/F ° (E&G)
(UMA) e 41%
7% .

Cadet T/F
(AUX)
39%

FY 2016

Exhibit 2



Private Funds

FY 2015 FY 2016 Inc (Dec) %
VMIF - Unrestricted 2,068,000 1,919,000 (149,000) -7.2%
VMIF - Restricted 12,138,000 11,916,000 (222,000) -1.8%
VMI Dev Bd-Unrestricted 550,000 500,000 (50,000) -9.1%
VMI Dev Bd-Restricted 584,000 577,000 (7,000) -1.2%
VMI Keydet Club 3,499,000 3,500,000 1,000 0.0%
VMI Endowment 688,000 671,000 (17,000) -2.5%
Total Private 19,527,000 19,083,000 (444,000) -2.3%
VMI Keydet VMI VMIF -
Club Endowment Unrestricted

18% 4% 10%
VMI Dev Bd-
Restricted

3%

VMI Dev Bd-
Unrestricted
3% VMIF -
Restricted
62%

FY 2016
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Cadet Financial Assistance

Sources FY 2015 FY 2016 Inc (Dec) %
State General Funds 871,000 971,000 100,000 11.5%
Cadet Tuition and Fees 3,000,000 4,100,000 1,100,000 36.7%
Private Funds--Restricted
VMI Foundation 4,617,000 4,724,000 107,000 2.3%
VMI Development Board 810,000 742,000 (68,000) -8.4%
VMI Keydet Club 3,019,000 3,228,000 209,000 6.9%
VMI Endowment/Other 411,000 428,000 17,000 4.1%
Total Restricted Funds 8,857,000 9,122,000 265,000 3.0%
Local Funds--Unrestricted
VMI Foundation (primarily) 559,000 316,000 (243,000) -43.5%
Federal Funds 1,066,000 1,043,000 (23,000) -2.2%
Total 14,353,000 15,552,000 1,199,000 8.4%
Local
Unrestricted
State Funds 2%
Cadet Tuition Federal Funds
and Fees 7%
26%

FY 2016

Private-
Restricted
59%

Exhibit 4
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Expenses

Educational and General
Auxiliary - Operations
Auxiliary - Athletics
Unique Military Activities
Cadet Financial Aid

Total Expenses

Auxiliary -
Athletics
8%

Auxiliary -
Operations
21%

FY 2015 FY 2016 Inc (Dec) %
45,830,000 46,442,000 612,000 1.3%
21,401,000 20,567,000 (834,000) -3.9%
6,057,000 7,494,000 1,437,000 23.7%
7,865,000 7,868,000 3,000 0.0%
14,353,000 15,552,000 1,199,000 8.4%
95,506,000 97,92=3,000 2,417,000 2.5%
ﬁ?‘l{q“e Cadet
llitary Financial Aid
Activities 16%
8%
Educational

FY 2016

and General

47%

Exhibit 6



Educational and General Program

2015 % 2016 %
Instruction & Support 29.430,000 64% 30,184,000 64%
Public Service 1,329,000 3% 1,334,000 3%
Cadet Services 3,607,000 8% 3,575,000 8%
Institutional Support 6,491,000 14% 6,276,000 14%
Physical Plant 4,973,000 11% 5,073,000 11%
Total E & G Program 45,830,000 100% 46,442,000 100%

Note: The State E&G Program budget totals $36.2 million in FY 2016 and

335.6 million in FY 2015.
Physical
Plant
Institutional 11%
Support Instruction
14% and Support
64%

Cadet
Services
8%
Public
Service
3%

FY 2016
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Enrollment - Fall

Budgeted
2013 2014 2015 2016 Average
New Cadets 509 504 500 490 501
Upperclass 1,180 1,210 1,214 1,225 1,207
Total 1,689 1,714 1,714 1,715 1,708
% In-State 58.4% 59.0% 58.3% 59.4% 58.8%
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Tuition and Fees

FY 2015 FY 2016 Inc (Dec) %

Tuition

In-State 7,498 8,136 638 8.5%

Out of State 29,554 31,150 1,596 5.4%
Fees 16,392 17,066 674 4.1%
Total Cost

In-State 23,890 25,202 1,312 5.5%

Out-of-State 45,946 48,216 2,270 4.9%

Note: Fees include room, board, medical, cadet activities/facilities,
athletic, laundry/pressing, haircuts, and UMA activities.

Exhibit 9



Budgeted Dollars
for Personnel

FY 2015 FY 2016

FTE Salaries/Fringﬁ FTE Salaries/Fringres

Full-time Staff

Faculty 136 14.7 million 139 14.8 million

Staff 143 14.2 million 147 14.3 million

Classified 293 14.9 million 295 15.7 million
Part-time Staff 5.2 million 5.0 million

Total 572 49.0 million 581 49.8 million
Notes:

FTE counts full-time employees; however, the dollars also include part-time employee wages.

The budget reflects an increase of 9 FTE or 1.6%.

Salaries and fringe benefits represent 60% of the total operating budget.

VMI's 12:1 full-time faculty-to-student ratio (average) is the lowest of all the State's public colleges.
FTE and dellars include 9 full-time positions budgeted in Maintenance Reserve/Capital Projects.

b ES I ]

Part-time

10% Faculty

30%

Classifiede®

__Staff
29%

FY 2016
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Auxiliary Fund Balance

Actual Projected Projected
6/30/14 6/30/15 6/30/16
Fund Balance 10,751,154 8,900,000 8,491,000

Note: Goal is to maintain Fund Balance between 86 million to 37 million
Jor working capital and for renewal and replacement of facilities. This

balance will need to grow as VMI undertakes Auxiliary capital projects
in the Post Facilities Master Plan.

Fund Balance
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2014 2015 2016
Year
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THE BUDGET AT A GLANCE

This section provides an overview of the budget for the Fiscal Year beginning
1 July 2015 and ending 30 June 2016 (hereinafter referred to also as 2016).
This section includes the following schedules:

* Revenues identifies all revenues by program
o Expenditures identifies all expenditures by program

o Sources of Revenue identifies all revenues by source
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General Information



GENERAL INFORMATION

Total Operating Budget

The 2016 Operating Budget totals $97.9 million and includes $15.5 million in cadet
financial assistance. Cadet financial assistance appears twice in the budget- once in the
programs from which the funds are derived (mostly local restricted funds) and again in the
programs where the funds are reflected as tuition and fees (mostly State funds). The net
operating budget without cadet financial assistance totals $82.4 million.

This operating budget generally excludes major capital projects, those greater than $1.0
million, and State Maintenance Reserve projects, those costing between $25,000 and $1.0
million. Such capital projects are funded and budgeted separately.

State Funds

State Funds consist of general funds and nongeneral funds that are deposited and
expended from the State Treasury. General funds derive primarily from State income and
sales taxes and are appropriated to VMI by the General Assembly. Nongeneral funds
derive primarily from cadet tuition and fees, and revenue from auxiliary enterprises. VMI
generally determines the level of its nongeneral funds. The General Assembly must also
appropriate nongeneral funds before they can be spent. It is the intent of the General
Assembly that each institution’s combined general and nongeneral fund appropriation
within its educational and general program closely approximates the anticipated budget
each fiscal year, State policy also stipulates that appropriated nongeneral funds are spent
first and State general funds last. Accordingly, unspent State appropriations at fiscal year
end are deemed to be general funds. Expenditures of State Funds are subject to State
policies and procedures.

Local Funds

Local Funds comprise all other non-state funds that are deposited and expended from
VMTI’s local bank account. Most of the revenue in this category derives from the VMI
Alumni Agencies, VMI endowments, Intercollegiate Athletics, Museum Operations, the
Center for Leadership and Ethics, and federal student financial aid grants. VMI also
classifies cadet athletic fees in Local Funds since they are spent by Intercollegiate Athletics
which is accounted for as a local auxiliary enterprise. State procurement regulations also
apply to the expenditures of all local funds. Restricted local funds are subject to donor
restrictions as to use. Unrestricted funds carry no restrictions by the donor.

With the adoption of this budget, the Board of Visitors directs that the expenditure of all

budgeted funds shall be in accordance with the policies and procedures as outlined in
the VMI Finance System Manual approved by the Board of Visitors.
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State Budget Process and Calender

The State adopts a biennial budget in every even-numbered session of the General
Assembly. The Governor’s budget staff in the Department of Planning and Budget (DPB)
develops the budget with input from State institutions and agencies, the State Council of
Higher Education (SCHEV), and the Secretary of Education. DPB issues budget
development instructions to all State institutions and agencies in the fall of every odd-
numbered year inviting them to submit their budget requests and initiatives.

The Governor presents his proposed budget to the legislative money committees (House
Appropriations and Senate Finance Committees) in December. The money committees
will usually develop their own amendments to the Governor’s budget and a joint
committee of both houses will then compromise on a single set of amendments for
approval by the entire General Assembly in March. The Governor may veto items in the
General Assembly budget if the General Assembly does not override the veto by a two-
thirds vote of the members. The end result will be the Appropriations Act (State Budget)
that will specify appropriations of State general funds and nongeneral funds to State
institutions and agencies for the next two years.

The Governor and General Assembly will usually pass some amendments to the State
Budget in the odd-numbered sessions of the General Assembly, but such amendments are
usually limited to emergencies and other critical items.

The State Appropriations Act authorizes the Governor to reduce State general fund
appropriations to State agencies and institutions of higher education up to 15% when State
general fund revenues are estimated by the Governor to be insufficient to pay in full all
general fund appropriations authorized by the General Assembly. In making this
determination, the Governor shall take into account actual general fund revenue collections
for the current fiscal year and the results of a formal written re-estimate of general fund
revenues for the current and next biennium. The re-estimate of general fund revenues shall
be communicated to the Chairman of the Senate Finance, House Appropriations, and
House Finance Committees before the Governor can take action to reduce general fund
appropriations.

Six-Year Plan

Since 2005 the State Appropriations Act has required that the Board of Visitors of each
public institution develop and adopt biennially a six-year plan for its institution. Each
Board shall submit the plan to the State Council, the Governor, and the respective chairs of
the House Committee on Appropriations and the Senate Committee on Finance no later
than 1 July of each odd-numbered year. Each plan must address the institution’s academic,
financial, and enrollment plans (to include the proportion of in-state and out-of-state
students) for the six-year period. It shall be structured in accordance with specific goals
and objectives outlined in the Act and in a form and manner prescribed by the State
Council of Higher Education which is charged with reviewing and assessing each plan.
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VMI last updated and submitted its six-year financial plan as of 1 July 2014. The next
plan update is required by 1 July 2015.

VMI Budget Process and Calendar

VMI adopts an annual operating budget at the May meeting of the Board of Visitors. The
Deputy Superintendent for Finance, Administration and Support (FAS) develops the
proposed budget with input from all of VMI’s senior executive officers, the
Superintendent, and the Audit, Finance and Planning Committee (AFP) of the Board of
Visitors. VMTI’s Strategic Plan (Vision 2039) is a principal source of guidance and
direction in the formulation of the proposal. The Plan is updated annually by the Institute
Planning Committee (comprised of the senior executive officers) in coordination with the
budget cycle. The Institute Planning Committee—Policy Group constitutes the Budget
Committee that helps develop the proposed budget that goes to the Superintendent for his
approval and then to the AFP Committee for its consideration and recommendation to the
full Board of Visitors in May.

External input is obtained from the State Appropriations Act regarding State funds and
from the VMI Alumni Agencies regarding local funds. The Deputy Superintendent (FAS)
presents VMI’s draft local unrestricted funds budget to the VMI Foundation Finance
Committee usually in April for its review and information.

Programs

The State's Commonwealth Planning and Budgeting System is the basis of VMI's operating
programs. This encompasses the following programs:

Educational and General Program (E&G)

e nstruction — the general academic instruction and community education programs --
includes all academic departments, Reserve Officer Training Corps (ROTC), and
community education programs.

» Public Service — the provision of services beneficial to individuals and groups outside
VMI -- includes the VMI Museum, the Virginia Museum of the Civil War at New
Market, and the Stonewall Jackson House in Lexington, VA.

e Academic Support — the support services to the instruction and public service sub-
programs -- includes the library, academic administration, computing services, and

student assessment.

o Cadet Services — the support services to cadets -- includes admissions, cadet records,
financial aid administration, cadet counseling and cultural development.
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» Institutional Support — the operational and administrative support for the day-to-day
functioning of VMI -- includes executive management, fiscal operations, general
administrative services, logistical services, and public relations and development.

e Physical Plant — the operation and maintenance of the physical plant -- includes
administration and supervision, custodial services, building repairs and maintenance,
utilities, and insurance.

Unique Military Activities (UMA)

This program supports VMI's military activities. It includes military administration, cadet
uniform issuance and maintenance (Laundry/Pressing, Tailor Shop, and Military Store),
the Regimental Band, Rat Challenge, cadet counseling, facilities maintenance, and most of
the VMI Post Hospital operations.

Auxiliary Enterprises (AUX)

This program provides the goods, services, and facilities needed to support cadets outside
the classroom and to support faculty and staff. It includes the Barracks, the Mess Hall, the
Barber Shop, social and recreational facilities, cadet clubs and organizations, Corps trips,
intercollegiate athletics, and employee housing.

Cadet Financial Assistance (CFA)

This includes all financial aid programs for cadets including scholarships, grants, and
loans.

State Funding

The State generally uses an incremental budgeting policy in which an institution’s base
budget for each program is carried forward biennially with adjustments as necessary for
State-initiated salary increases, fringe benefit cost increases, and application of “base
adequacy funding guidelines” in the case of the E&G Program. Current State base
adequacy funding guidelines (as adjusted for the impact of VMI's Unique Military
Activities Program as approved by the State Council of Higher Education effective FY
2013) indicate that VMI is generally fully-funded. Since adoption of the Higher Education
Opportunity Act (HEQA) in 2011, some State funding has also been appropriated to
institutions based on performance and initiatives in achieving the goals of the Act. The
Act addresses several important goals to include producing more graduates especially in
the fields of science, technology, engineering, and math (STEM).

Educational and General Program
The Appropriations Act provides that in establishing the appropriate State share of funding

for in-state students in the E&G Program the General Assembly “shall seek to cover at
least 67 percent of educational costs associated with providing full funding of the base
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adequacy guidelines, raising average salaries for teaching and research faculty to the 60th
percentile of peer institutions, and other priorities set forth in the act.” The Appropriations
Act requires out-of-state students to pay at least 100% of the cost of their education.
Accordingly, this policy provides that VMI should receive State general fund support of its
E&G Program that is equal to approximately 67% times the percentage of its in-state
students. For FY 2016, VMI projects an in-state enrollment of about 59% which
would indicate that State general fund support of the E&G Program should
approximate 40% of the total E&G budget (67% times 59%). State general fund
support budgeted for FY 2016 totals about 26% of the total E&G budget. The
shortfall in State funding is about $4.8 million and largely reflects State general fund
reductions from FY 2008 to FY 2012 due to the economic recession.

Equipment Trust Fund monies and Maintenance Reserve Program funds are normally
appropriated based on a prescribed methodology by DPB or SCHEV. These funds are not
included in VMI’s operating budget.

Unique Military Activities

State general fund support for the UMA Program is budgeted to total about $3.6 million in
FY 2016, but continues to fall short based on the recommendations of the State Council of
Higher Education (SCHEV) in 1987. SCHEV recommended that the State provide full
general fund support for all UMA costs except uniforms for which cadets were expected to
pay 40% of the cost. Since then, cadet fees have been required to fund not only uniforms,
but also other UMA costs. The FY 2016 shortfall in State general funds for the UMA
Program is estimated to be approximately $3.7 million. VMI will continue to submit
budget requests to the State requesting additional State general fund support for the UMA
Program consistent with SCHEV’s recommendations.

Auxiliary Enterprises

The State requires auxiliary enterprises to be self-supporting; therefore, the State provides
no general fund support for these programs. Cadet fees, user charges, and other revenues
must fully fund Auxiliary operations. The Appropriations Act also requires that the
Auxiliary Program pay its share of VMI’s indirect costs that consist of E&G Institutional
Support and Physical Plant program costs. The amount of indirect costs that the Auxiliary
Program must pay is based on a biennial cost study conducted by VMI and approved by
SCHEV.

Cadet Financial Assistance
The State provides general funds for financial aid to support in-state students who

demonstrate need including VMI’s State Cadetship Program. The level of support is based
on State funding formulas that take into account unmet student need.
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Significant Budget Assumptions

This section describes the significant assumptions and estimates used in the
development of the budget. These key factors are the following:

Tuition and fees—Provides the proposed tuition and fees for FY
2016 (the regular session and the summer session held the summer
of 2015) and supplementary information regarding the increases,
other costs to cadets, discounts budgeted for Non-Virginia cadets in
the Virginia National Guard, and VMI’s payment and refund
policies. Also provides Facility Use Fees.

Enrollment—Provides the budgeted enrollment for FY 2016
including the number of Virginia cadets, Non-Virginia cadets, new
cadets, and old or returning cadets. Also provides estimates of the
Fall and the Spring Semester enrollment along with the number of
cadets on foreign study.

New Cadet Enrollment—Provides the estimated number of
applications, acceptances, and matriculants for the Class of 2019 by
in-state and out-of-state. Also provides the percentage of
acceptances and the yield (i.e., number of acceptances who are
expected to matriculate).

Total Employment—Provides the number of full-time employees
for each program and the total personal services costs (salaries,
wages, and fringe benefits). Provides details of new employees and
other changes.

Salary Increases and Fringe Benefits—Provides the budgeted
salary increases or bonuses and the fringe benefit rates and health
care costs.
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Tuition and Fees--Regular Session

Inc
2015 2016 (Dec) %
Tuition
Virginia Cadet 7,498 8,136 638 8.5%
NonVirginia Cadet 29,554 31,150 1,596 5.4%
Room 2,498 2,586 88 3.5%
Board 5,874 6,080 206 3.5%
Auxiliary Fees
Athletic 1,702 3,090 1,388 81.6%
Medical 456 456 - 0.0%
Cadet Facilities/Activities 2,782 1,696  (1,086) -39.0%
Total 4,940 5,242 302 6.1%
Quartermaster Charges
Laundry/Pressing 362 372 10 2.8%
Haircuts 256 264 8 3.1%
Uniforms/UMA Activities 2,462 2,522 60 2.4%
Total 3,080 3,158 78 2.5%
Total Virginia Cadet 23,890 25,202 1,312 5.5%

Total NonVirginia Cadet 45,946 48,216 2,270 4.9%
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Significant Budget Assumptions
Tuition and Fees Notes

Tuition

The FY 2016 budget increases in-state tuition by $638 or 8.5% to $8,136 and out-of-state
tuition by $1,596 or 5.4% to $31,150. The increases are based on many considerations to
include the following:

a) General Assembly authorization for the Board of Visitors of State institutions to set
tuition at levels they deem to be appropriate based on, but not limited to, competitive
market rates, provided that a) the total tuition revenue generated is within the non-
general fund appropriation for educational and general programs in the
Appropriations Act and b) the tuition of nonresident students covers at least 100
percent of the average cost of education;

b) An estimated net increase in State General Funds of approximately $599,000 or 6.7%
for FY 2016 compared to actual FY 2015. This covers the State’s share of funding
(about 39%) for a State-initiated 2% employee salary increase, 2.9% increase in
health insurance premiums, and about a 14% increase in retirement contribution rates
(for employees in the Virginia Retirement System or VRS). The State general fund
increase also includes restoration of $258,000 of the State general fund “cuts” totaling
$442,000 in FY 2015, but there is no new State funding for unavoidable cost
increases such as for utilities and insurance, facilities maintenance contracts, or
operations and maintenance for newly renovated facilities coming on-line (Cormack
Hall).

c) VMI’s share (61%) of State-initiated or mandated increases in employee salaries of
2% and employer contribution rates for retirement plans and health insurance of 14%
and 2.9%, respectively;

d) Increases in funding of approximately $549,000 for budget requests from the
senior executive officers during the budget development process; the funding
adds new positions including teaching faculty (see section on Total
Employment), provides salary increases for selected employees, and funds
program cost increases;

e) Unavoidable cost increases for utilities, insurances, facility preventive maintenance
contracts, and other costs;

f) An increase in budgeted cadet financial assistance of $1.1 million or 37% to help
ensure that VMI meets its enroliment targets especially of out-of-state cadets; this
increase reflects rising tuition and fees and greater demonstrated need of all cadets
especially out-of-state cadets;
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g) The tuition and fees of VMI’s competitor institutions and other Virginia public
institutions;

h) VMDF’s recent past history of tuition and fee increases (See Supplementary
Information included at the end of this Budget); and

i) Compliance with the State Council of Higher Education’s (SCHEV) rigorous
Institutional Performance Standards.

Room and Board

The Barracks or room fee increase of $88 or 3.5% to $2,586 provides for increases in
facility operations and maintenance costs. This includes State-initiated or mandated
employee salary and fringe benefit cost increases as described in the Tuition Note.

The board fee increase of $206 per cadet or 3.5% to $6,080 helps to fund an anticipated
3.5% increase in the meal rates charged by VMI’s outside food contractor (ARAMARK)
due to rising food and labor costs. It also funds increasing costs for facilities and
equipment maintenance.

Auxiliary Fees

VMI’s comprehensive auxiliary fees covering athletics, medical services, and cadet
facilities/activities will increase a net total of $302 or 6.1% to $5,242. It consists of a
$1,388 increase in the cadet athletic fee and a $1,086 decrease in the cadet
facilities/activities fee. The net fee increase primarily funds State-initiated or mandated
employee salary and fringe benefit cost increases as described in the Tuition Note. It also
funds Athletic Program cost increases and new debt service on bonds issued for facilities
improvements.

The large shift in the cadet fee between athletics and cadet facilities/activities reflects the
budget reclassification of “athletic” related costs from cadet facilities/activities to the
Athletics Program. The “athletic” costs consist largely of certain employee positions and
indirect costs that are more appropriately budgeted as “athletics” than as “cadet
activities/facilities”. Making this change beginning in FY 2016 will allow VMI to be
more compatible with new State legislation pertaining to higher education Athletic
Programs.

The Appropriations Act continues to limit auxiliary fee increases to 5% excluding the
requirements for wage, salary, and fringe benefit increases authorized by the General
Assembly. The restriction does not apply to medical services or to fees (such as debt
service) directly related to General Assembly approved capital projects. VMI’s proposed
auxiliary fee increase for FY 2016 complies with the Act.
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Quartermaster Charges

VMI’s comprehensive quartermaster charges covering laundry/pressing, haircuts, cadet
uniforms, and Unique Military Activities will increase $78 or 2.5% to $3,158. The
increase primarily funds the State-initiated or mandated employee salary and fringe
benefit cost increases as described in the Tuition Note above.

Other Notes

National Guard Tuition Discount

This budget continues to provide $100,000 in Virginia National Guard (VNG) tuition
discounts to qualified Non-Virginia cadets. The maximum annual discount per cadet is
$5,000 and awards are based on merit. This allows a total of 20 full awards each
semester.

Deposits and Other Charges

The budget continues the application fee at $40. A reservation fee of $300 applies to all
new cadets.

A security deposit of $200 for the regular session and $100 for the summer session will
be required of all cadets/students. VMI will return this deposit, less any deductions for
damages, loss of property, or unpaid obligations, without interest, upon the graduation of
the cadet or the termination of the cadetship. Foreign students (enrolled at VMI on an
exchange or other temporary basis) are not required to pay the security deposit.

The State requires institutions to impose late fees. VMI will continue to assess a late fee
of $100 or 10% of the unpaid balance, whichever is less, on tuition and fees not paid by
the due date. Tuition and fees will be due 3 August 2015 for the Fall Semester and 12
December 2015 for the Spring Semester.

This budget includes a vehicle registration/parking fee of $40 applicable to all
cadets/students for the regular session and the summer session. The fee covers both
terms of each session. Parking fees for the Parade Ground and other locations during
special events (including football games) may be authorized by the Superintendent.

Beginning in FY 2016, all cadets from foreign countries will be assessed a fee for health
insurance coverage. The fee is expected to approximate $910 for the academic year.

Payment Policy

This budget authorizes the administration to dismiss cadets who fail to pay required
tuition and fees or any other financial obligations to VML It also grants the authority to
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hold grades, credits, transcripts, and diplomas until all financial obligations are satisfied.
This budget authorizes the administration to prohibit any cadets from registering
for a semester who have not satisfied all financial obligations for past semesters.

Other Costs

Other costs payable by cadets include textbooks, supplies, and non-issue clothing items.
Cadets may pay for such items with cash, check, or debit/credit cards at the time of
purchase. Parents/cadets are required to pay an administrative fee when using a debit or
credit card to make tuition and fee payments. The fee will generally approximate the rate
that VMI would be charged by the bank for acceptance of such payments.

Refund Policy
This budget authorizes the following refund policy:

Tuition and fees for the regular session are refundable only upon official notice of
withdrawal to the Commandant. Full refunds, less $1,000, are made for withdrawals
prior to the first day of classes. On or after the first day of classes, refunds are prorated
through the fifth week. No refunds are made after the fifth week of classes. Cadets
receiving Title IV financial aid will receive a refund in accordance with applicable
federal law. Exceptions to the refund policy are made only in extraordinary
circumstances (Cadets called to active duty in the National Guard or the reserves will
automatically receive a full tuition refund for the semester if they cannot complete the
requirements for credit in their courses; their room and board fees will be prorated). The
Board authorizes the administration to establish an appropriate appeals process. No
refunds shall be made until all issued military uniforms and equipment required to be
returned to the VMI Military Store and to the Commandant have been returned in good
condition. Cadets will be charged for issued military uniforms and equipment that are
not returned as required.

Courses Taken by Employees

With the consent of the course instructor and approval of his/her own department head
and the Dean of the Faculty, this budget permits any full-time VMI employee to audit or
take for credit any course offered at VMI in either the regular or summer session at no
charge.

Facilities Use

As a public service, VMI makes certain of its facilities available for approved uses by
groups outside of VMI, both public and private. Facilities include Cameron Hall,
Jackson Memorial Hall, Marshall Hall, Preston Library, Cormack Field House, Cocke
Hall, the Barracks, VMI Health Center, King Hall, McKethan Park, the Baffle Firing
Range, Military and Leadership Field Training Grounds, and athletic facilities (stadiums
and fields). State policy requires that contracts for the use of state facilities include fees
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and charges to fully recover both direct and indirect costs related to such use. This
budget authorizes and directs the Deputy Superintendent for Finance, Administration
and Support to establish appropriate terms for the use of any and all VMI facilities by
outside groups; the terms shall include rental fees and any other fees and charges to
cover both direct and indirect costs consistent with the State policy.
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Tuition and Fees--Summer Session
Summer

2014 2015 Inc(Dec) %

Tuition (Per Credit Hour)

Virginia
Regular 302 318 16 5.3%
Student Transition (STP) 334 350 16 4.8%
Non-Virginia
Regular 942 994 52 5.5%
Student Transition (STP) 1,038 1,094 56 5.4%
Room (Per Week) 120 125 5 4.2%
Board (Per Week)
5-Meal Plan 56 58 2 3.6%
10-Meal Plan 108 111 3 2.8%
15-Meal Plan 139 143 4 2.9%
19-Meal Plan 176 182 6 3.4%
Auxiliary Fee (Per Term)
Regular 64 67 3 4.7%
Summer Transition 114 120 6 5.3%
Other Charges/Fees
Late Registration Fee (Per Term) 70 70 - 0.0%
Security Deposit (Per Session) 100 100 - 0.0%
Parking Permit (Per Session) 40 40 - 0.0%
Notes:

1. Tuition increases help to fund increasing costs for programs and facilities operations
and maintenance.

2. Tuition for Student Transition Program students is greater than regular session students
because additional faculty instruction and supervision is provided.

3. Room rate increase funds increasing costs for facilities operations and maintenance.

4. The board rate increase reflects the increasing cost of food and labor.

5. The Auxiliary fee covers medical services and use of athletic facilities during the summer.

Special Note: The Board authorizes the Superintendent to establish tuition and fees, that may
deviate from the normal summer session tuition and fees, for special programs as considered
appropriate in his judgment. Special programs include student research programs that

are often supported by private endowments and grants that help pay a portion of student costs.
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Tuition and Fees--Summer Session

Foreign Study

Morocco
Central Europe
Germany
Germany (ME)
Paris
Paris--Berlin
Bolivia (CE-1)
Bolivia (CE-2)
Peru

China

New Brunswick, CAN

Noles:

Summer
2014 2015 Inc(Dec) %
4,400 4,500 100 2.3%
3,600 3,900 300 8.3%
4,900 4,900 - 0.0%
4,900 4,900 - 0.0%
4,400 5,950 1,550 35.2%
- 5,200
3,000 3,500 500 16.7%
- 3,500
4,200 3,900 (300)  -7.1%
- 4,950
- 3,000

1. The tuition and fees for the programs above generally include tuition, room, board,

excursion expenses, and medical insurance. Airfare is not included. The tuition also

includes some provision for VMI's indirects costs in supporting these programs.

2. Programs may be cancelled by VMI if enroliment is not considered adequate

to generally cover fixed costs associated with the program or other circumstances

warrant cancellation.
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Facility Use Fees

Fee Per Day
Summer Inc

2014 2015 (Dec) %
Fee per Camp/School/Other
Baseball Field (day) 160 168 8 5.0%
Baseball Field (night) 250
Cameron Hall Arena 320 336 16 5.0%
Cocke Hall Basketball Arena 115 120 5 43%
Cocke Hall (Wrestling Room) 57 60 3 53%
Cormack Hall 112 118 6 5.4%
Football Practice Field (day) 195 205 10 5.1%
Football Practice Field (night) 300
Foster Stadium/Upper Field Track 500
Kilbourne Hall Indoor Range 250
McKethan Park Pavilion (Note #3) 75-150
McKethan Park Training Area 300
McKethan Park Skeet Range 175
North Post Field #1 and #3 150
North Post Field #2 (day) 225
North Post Field #2 (night) 250
North Post Challenge Initiatives (Note #4) 35
North Post High Ropes Course (Note #4) 100
North Post Outdoor Range 230 325 95 41.3%
North Post Red and Blue Loops (Note#4) 35
North Post Tennis Courts (All) 250
North Post Tennis Courts (One) 75
Parade Ground 68 75 7 103%
Patchin Field (Soccer/Lacrosse) 105 115 10 9.5%
Swimming Pool 100 105 5 5.0%
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Facility Use Fees

Fee Per Day
Summer Inc

2014 2015 (Dec) %
Classrooms 64 67 3 4.7%
Academic Lecture Halls - 150
JM Hall Chapel/Rooms - 750
Fee per Camper/Participant
Barracks 18 18 - 0.0%
Post Facilities 1 1 - 0.0%

Notes:

1. State policy requires VMI to charge private groups a fee for the use of VMI facilities.

(Athletic coaches, faculty and staff members, and other organizations, as private

contractors, conduct a variety of summer camps/schools at VMi).

2. Fee increases provide for facilities operating and maintenance cost increases (primarily

Jacility operations and maintenance costs and repairs).
3. McKethan Park Pavilion fees vary based on number of attendees.

4. North Post fees for these facilities may include supervision as appropriate and/or limits

to number of attendees.

Special Note: The Board authorizes the Superintendent or his designee to adjust any of the
Jfees above on an exception basis as considered appropriate in his judgment due to special

circumstances to include partial day use of facilities or other pertinent factors.
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Enrollment

Fall Semester

New Cadets
Virginia
NonVirginia

Total

Old Cadets
Virginia
NonVirginia

Total

Total Fall
Virginia
NonVirginia

Total

Cadets on Foreign Study
Total Potential

Spring Semester

Virginia
NonVirginia
Total

Cadets on Foreign Study
Total Potential

Average enrollment

for the Year
(Fall census and Spring)

41

2015 2016 Budget

Budget % Actual % Budget % Inc(Dec) %
280 56.0 296 59,2 2904 60.0 14 5.0%
220 44.0 204 40.8 196 400 (24) -10.9%
500 1000 500 100.0 490 100.0 (1) -2.0%
700 58.8 703 57.9 724  59.1 24 3.4%
490 412 511 42.1 501 40.9 11 2.2%
1,190 100.0 1,214 100.0 1,225 100.0 35 2.9%
980 38.0 999 58.3 1,018 59.4 38 3.9%
710 42.0 715 41.7 697 406 (13) -1.8%
1,690 1000 1,714 100.0 1,715 100.0 25 1.5%
2 1 2 - 0.0%
1,692 1,715 1,717 25 1.5%
9217 58.6 949 59.1 959 600 42 4.6%
647 41.4 638 40.9 640 40.0 (7Y -1.1%
1,564 100.0 1,607 100.0 1,599 100.0 35 2.2%
33 33 33 - 0.0%
1,597 1,640 1,632 35 2.2%
1,610 1,654 1,641 31 1.9%
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Significant Budget Assumptions
Enrollment Notes

Fall Semester

New Cadels

The budget is based on a new cadet class of 490 with 60% in-state cadets. VMI budgeted
500 new cadets for FY 2015 with 56% in-state cadets and enrolled 500 cadets with about
59% in-state cadets.

Old Cadets

An Old Corps (returning cadets) of 1,225 is budgeted for fall 2015 or 35 more than
budgeted for FY 2015 and 11 more than actually enrolled last fall. The percentage of in-
state old cadets is projected to be 59% and compares to the 58% actually enrolled in FY
2015.

Total Cadets

The budget is based on a total projected “opening” day enrollment of 1,715 cadets with
59% in-state cadets. Opening day refers to matriculation day for new cadets and
registration day for old cadets. The old cadets usually return and register about 9 to 10
days after new cadet matriculation; usually about 25 new cadets will have withdrawn by
then resulting in a total projected Barracks enrollment of about 1,690 cadets at that date.
By “census” date, which is the State’s official headcount date and occurs about a week
after classes begin, VMI is projected to have an enrollment of about 1,682; this compares
to 1,700 last census date.

Spring Semester

The spring semester enrollment is budgeted to total 1,599 or 93% of the fall opening day
enrollment and reflects VMI’s actual average rate for the last three years.

Average Enrollment

VMTI’s projected “average™ annual enrollment for FY 2016 is 1,641 and consists of 1,682
cadets at the fall census date and 1,599 in the spring semester. The average enrollment
for FY 2015 is 1,654. The Superintendent has approved a target average enrollment
of 1,625 cadets.
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Foreign Study

This budget sets a limit of 35 cadets total that can be on foreign study during the year
(fall and spring semester); it does not include cadets on foreign “exchange” programs.
Cadets on foreign study do not pay VMI any tuition and fees; however, cadets on foreign
exchange programs are generally required to pay VMI its normal tuition and fees.
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Total Employment
Details of New Employees and Other Changes

FY 2016
Department Position Type Change #FTE Note
E&G Program
Physical Education Teaching Faculty New hire 1 1
Applied Mathematics Teaching Faculty New hire 1 I
Mechanical Engineering Teaching Faculty Buyback from Local 1 1
Comptroller's Office Classified New hire 1 2
O&M of Plant - Custodian Classified New hire 1 3
O&M of Plant - Buildings Classified New hire 1 3
6
Auxiliary
Post Hospital Trainers Transfer to Athletics ) 4
Auxiliary Services Admin Prof Restore funding 1 5
Athletic Facilities Admin Prof Transfer to Athletics (2) 4
Cameron Hall Classified Transfer to Athletics )] 4
3)
Intercollegiate Athletics
Sports Information Admin Prof New hire 1 6
Sports Information Admin Prof Transfer from AUX 1 4
Training and Medical Admin Prof Transfer from AUX 2 4
Administration Classified Transfer from AUX 1 4
Administration Admin Prof Convert PT to FT 1 6
Administration Admin Prof Transfer from AUX 1 4
7
Private Funds
Modern Languages Teaching Faculty New hire 1 1
Mechanical Engineering Teaching Faculty Buyback to E&G (1) 1
Museum Programs Classified Eliminating position (1) 7
(1)
Net Increase 9

See accompanying Notes on following page
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Total Employment
Notes

1. Three new full-time teaching faculty positions are budgeted in FY 2016 and reflect VMI's
continuing “Right-Sizing” initiative to replace some part-time teaching faculty positions with
full-time positions. The use of more full-time faculty is expected to improve cadet advising,
cadet retention, increase the number of cadets majoring in science, technology, engineering,
and math (STEM), and graduation rates.

2. A Purchasing Office employee was transferred to the Comptroller’s Office in FY 2015 to
help address increasing State mandates over financial accounting and reporting. This
includes implementation of new accounting systems and upgrades to the State’s procurement
system (“eVA”). This additional position also helps ensure continuity of operations as
several senior level and experienced employees have either retired recently or are planning to
retire in FY 2016. Savings from the turnover in these positions will largely offset the cost of
the new position.

3. A new facilities maintenance employee and housekeeper are added to help maintain Cormack
Hall when it becomes operational in FY 2016. This facility is nearing completion of
renovation and will be reconfigured to include being the new Physical Education
Department.

4. Five existing positions budgeted in the Auxiliary Enterprises Program that support the
Athletics Program are being transferred in FY 2016 to the Athletics Program budget. The
positions transferred consist of a senior level administrator, two medical trainers, a sports
information officer, and an administrative assistant. These positions support all cadet
athletics, intramurals and club sports, but are more appropriately budgeted in the Athletics
Program. The transfer in FY 2016 will heip VMI to more easily comply with new State
legislation pertaining to higher education athletic programs.

5. Funding for an Assistant Auxiliary Services Director position is being restored in FY 2016
after being temporarily vacant in FY 2015 due to employee turnover.

6. New NCAA and conference mandates and regulations warrant the addition of a new sports
information coordinator position. The part-time business manager position for the Athletics
Program is also being converted to a full-time position to help meet the demands of keeping
the Program sound financially. This position was a full-time position about 3 years ago but
was temporarily made part-time at the request of the incumbent who has since retired.

7. A Museum Store supervisor position at the Virginia Museum of the Civil War at New
Market has been eliminated with the retirement of the former incumbent. An existing
employee has been promoted to include these duties as part of efforts to reduce operating
costs.
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Salary Increases and Fringe Benefits

2015 2016 Inc(dec) %
State Appropriated Salary Increases
Teaching Faculty 0.00% 2.00%
Administrative and Professional Staff 0.00% 2.00%
Classified Employees 0.00% 2.00%
Classified Employees $65/yr of service
VMI Foundation Funded Benefits
Teaching/Admin Faculty salary supplements 4.0% 4.0%
Mortgage subsidies (max of $1,500/year; must
be employed prior to 1 Jan 2010) 2.5% 2.5%
State Fringe Benefit Rates
Virginia Retirement System (VRS) 12.95% 14.29%
Optional Retirement System (ORP)--Before 10.40% 10.40%
Optional Retirement System (ORP)--After 8.50% 8.50%
Retiree Health Credit 1.17% 1.05%
Social Security Rate 7.65% 7.65%
Group Life Insurance 1.32% 1.19%
Total for VRS Employee 23.09% 24.18%
Total for ORP Employee--Before 20.54% 20.29%
Total for ORP Employee--After 18.64% 18.39%
Health Insurance (Employer share)
Single 6,348 6,532 184 2.9%
Family 16,680 17,164 484 2.9%
Employee plus one 11,376 11,706 330 2.9%
Notes:

1. The State-initiated salary increase is effective 10 August 20135,

2. Classified employees with at least five years of service will receive an additional $63 for each
year of service up to thirty years.

3. The FY 2016 and FY 2015 Budgets include provision for salary increases to selected
employees due to added responsibilities, promotions, merit, and/or market/benchmark adjustments.
4. The VMI Foundation salary supplement is paid to all full-time teaching faculty and to
administrative/professional faculty at 4% and 3.33% of their base State salary, respectively.
Beginning FY 2016, this salary supplement was added to most all administrative/professional
employee base State salaries and no longer funded by the VMI Foundation.

5. The VMI Foundation funded mortgage subsidy is available to full-time teaching faculty and
administrative/professional faculty members who were employed prior to I January 2010;

the Program was discontinued for employees hired afier that date as a cost savings measure.
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State Funds



State Funds

Overview of Section

This section provides the details of the State Funds Budget including notes explaining
significant variances between the current and the proposed budget. The following budget
summaries and schedules are provided:

Budget Highlights—Provides significant notes and assumptions underlying the
State Funds Budget

General Funds—Describes the amount and categories of State general funds
appropriated by program.

Cadet Tuition, Fees and Other Income—Describes the amounts and categories
of cadet tuition, fees, and other income by program.

E& G Expenditure Summary—Summarizes the budget for each E&G
subprogram and its percentage of the total E&G budget with comparison to the
prior year budget.

E& G Budget—Summary of Revenue and Expenditure Changes—
Summarizes and describes the major factors and changes in revenues and
expenditures that impacted the budget.

Auxiliary Budget— Summary of Revenue and Expenditure Changes—
Summarizes and describes the major factors and changes in revenues and
expenditures that impacted the budget.

State Expenditures—Describes the budgeted expenditures for each major
program (E&G Program, Auxiliary Enterprises Program, and Unique Military
Activities Program}; provides budgets by department or activity including the
number of full-time employees.
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State Funds
Budget Highlights

Educational and General (E&G) Program

1.

E&G budgeted revenues and support (before deduction for tuition revenue used for cadet
financial aid) total $40.3 million for an increase of $1.9 million or 4.9% over FY 2015.

(Note: Reference to FY 20135 revenues and expenditures in this memorandum pertain to
“projections” for FY 2015 which may differ from the “budget”. The Board of Visitors
approved a budget amendment at its January 2015 meeting that revised the FY 2015
“budget” to more closely reflect "projections”).

State general funds are budgeted of $9.5 million for an increase of $599,000 or 6.7% over FY
2015. This increase primarily reflects provision for the State’s share of a State-initiated 2.0%
increase in employee salaries, 2.9% increase in health insurance premiums, and about a 14%
increase in retirement contribution rates (for employees in the Virginia Retirement System or
VRS). The State general fund increase also includes restoration of $258,000 of the State
general fund “cuts™ totaling $442,000 in FY 2015.

Cadet tuition/other revenue (before deduction for tuition revenue used for cadet financial aid)
is budgeted at $30.8 million for an increase of $1.3 million or 4.4% increase over FY 2015.
The increase generally reflects the increase in tuition rates with some offset for the projected
decrease in average enrollment and in total NV A cadets.

Cadet tuition revenue allocated for cadet financial aid is budgeted for $4.1 million for an
increase of $755,000 or 23% over FY 2015. The increase mostly reflects increasing financial
need of NVA cadets and a decrease in private unrestricted funds (mostly from the VMI
Foundation) that had been budgeted for cadet financial aid in FY 2015. The increase also
reflects some projected decline in the number of total cadets with ROTC scholarships.

The percentage of cadet tuition/other revenue allocated for cadet financial aid will total
13.3% compared to 11.3% in FY 2015.

Note: VMI continues to review and make changes as appropriate to its cadet financial aid
program to bring it to sustainable levels. This includes decreasing the percentage of a NVA
cadet financial aid “need” that VMI will cover with financial aid grants from 80% to 70%
which began with new NVA cadets in FY 2015. It also includes capping total need-based
Sinancial aid grants to all NVA cadets at $23,550 (about the tuition differential between a
NVA and VA cadet} beginning in FY 2016.

E&G budgeted revenues and support after deducting cadet financial aid totals $36.1 million
for an increase of $975,000 or 2.8% over FY 2015.
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7. E&QG personal services costs are budgeted to total $32.4 million for a net increase of $1.1
million or 3.4% over FY 2015. The net increase consists mostly of the following:

o 2% salary increase for all employees

e Additional salary increase for classified employees with at least 5 years of service
equal to $65 for each year of service (up to 30 years); this averages to about an
additional 2% salary increase for most but not all classified employees
2.9% health insurance cost increase

* 14% increase in retirement contribution rates for employees in the Virginia
Retirement System or VRS (this is the majority of VMI employees)

o Three new teaching faculty positions as part of VMI’s “Right-Sizing” initiative to
increase full-time professors and reduce reliance on part-time professors

o Three new administrative/facilities employees related mostly to conversion of
Cormack Hall space to academic uses

e Transfer to the E&G Program of about 3.3% of administrative and professional
faculty salary/fringe costs that normally had been funded from private unrestricted
funds

The assumption of employee salary supplements reflects a $200,000 reduction in VMI
Foundation (VMIF) and VMI Development Board (VMIDB) private unrestricted income in
FY 2016 and increasing program costs in the Local Unrestricted Budget.

8. E&G non-personal services costs are budgeted to total $10.0 million for an increase of
$809,000 or 8.8% over FY 2015. The net increase includes the following:

e 5% increase in utilities and insurance costs

¢ Contractual services and other “unavoidable” cost increases (mostly related to
facilities)
Increase in cadet summer foreign study program costs (mostly room/board)

¢ $400,000 budget to be allocated for VMI senior executive officers’ budget requests
(may include personal services)

9. Indirect costs recovered from the Auxiliary Enterprises and the Unique Military Activities
Programs are budgeted to be $6.9 million for an increase of $268,000 or 4% over FY 2015.

10. E&G Contingencies are budgeted at $800,000 for a decrease of $500,000 over FY 2015.
This budget represents about 2% of total E&G expenditures including cadet financial aid.
The FY 2015 contingencies budget of $1.3 million includes some significant one-time
maintenance projects.
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Auxiliary Enterprises Program

1.

12.

13.

14.

15.

16.

17.

18.

Auxiliary Enterprise revenues and support are budgeted to total $19.9 million for a decrease
of $1.4 million or 6.5% over FY 2015. The decrease mostly reflects an overall net decrease
in the cadet fees budgeted for the Auxiliary Enterprises Program of $774 per cadet or 6.3%.
It also reflects a reduction in average enrollment of 13 cadets.

The net cadet fee decrease consists of increases of about 3% in the fees covering room,
board, laundry, and haircuts that are largely offset by a decrease of about 39% in the fee for
cadet activities/facilities.

The decrease in the cadet activities/facilities fee reflects the reclassification of a significant
portion of this fee to the cadet fee for athletics beginning in FY 2016. This reclassification
results from a transfer of “athletic” related costs previously budgeted as Auxiliary Enterprises
to the Athletics Program. The costs consist largely of certain employee positions and indirect
costs that are more appropriately budgeted as “Athletics” than as “Auxiliary Enterprises”.

Making this change beginning in FY 2016 will allow VMI to be more compatible with new
State legislation pertaining to higher education Athletic Programs.

Auxiliary Enterprise personal services costs are projected to total $3.6 million or about
$175,000 or 4.7% less than FY 2015. The budget provides for State-initiated employee
salary and fringe benefit increases as indicated in Note #7. The budget decrease reflects the
transfer of certain employee positions to the Athletics Program as described in Note #12.

Auxiliary non-personal services are projected to total $9.7 million for an increase of
$338,000 or 3.6% over FY 2015. The increase mostly pertains to a 3.0% increase in cadet
meal costs (ARAMARK is vendor).

The Auxiliary Enterprises Program share of indirect costs (payable to the E&G Program for
administration and facilities support) is projected to total $4.3 million for a decrease of
$650,000 or 13% over FY 2015. This decrease mostly reflects the transfer of indirect costs
to the “Athletics Program” as described in Note #12.

Auxiliary contingencies are budgeted for $800,000 or the same level as the amended FY
2015 budget.

Small non-capital repairs and improvements to facilities are budgeted for $700,000 compared
to $2.6 million in FY 2015. The FY 2016 budget includes funding for the relocation of
Auxiliary Services Offices from Cocke Hall to Shell/Richardson Hall. The decrease in this
budget reflects VMI’s use of bond financing to fund major repairs and improvements as
described in Note #18.

Auxiliary Enterprises debt service is budgeted for $1.3 million for an increase of about
$54,000 over FY 2015. The increase consists of the start of $305,000 in debt service on the
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first of VMI’s three $4.0 million bond financings for improvements to facilities which is
offset by a $251,000 reduction in debt service payments related primarily to Crozet Hall.

Note: VMI's three 84.0 million bond financings through the Virginia College Building
Authority (VCBA) began in FY 2014 and continue through FY 2016 with the third bond
Jinancing being taken to the Board of Visitors for approval at its January 2015 meeting. The
bonds are funding repairs and improvements to Barracks (turrets, parapets, stoops, hot
water/showers, and windows), Cocke Hall pool, Foster Stadium, Moody Hall, McKethan
Park, Heat Plant, Richardson Hall, Cameron Hall, Cabell House, and Virginia Museum of
the Civil War at New Market.

Debt service on the three VCBA bond financings total about $900, 000 and are being
financed with cadet fees.

19. The Auxiliary Fund Balance is projected to total $8.9 million at the end of FY 2015, $8.5
million at the end of FY 2016, and $7.4 million at the end of FY 2017.

20. State guidelines indicate that the Auxiliary Fund Balance should be about $8.0 million for
FY 2016. VMTI’s cash flow needs and past experience indicate that a minimum balance of
$6.0 million is considered necessary and prudent.

Unique Military Activities Program (UMA)

21. UMA revenues and support are budgeted at $7.9 million for an increase of $159,000 or 2.1%.
The total consists of $3.64 million in State general funds and $4.22 million in cadet fees and
sales.

22. The increase consists of new State general funds of $75,000 or 2.1% and greater cadet fee
revenue of $84,000 or 2.2%. The cadet fee revenue increase reflects an increase in the cadet
UMA fee of $60 or 2.4% that is offset by the slight decrease in average enrollment.

23. UMA personal services expenditures are budgeted for $2.4 million for an increase of
$101,000 or 4.4% over FY 2015. This reflects provision for salary and fringe benefit
increases as described in Note #7.

24, UMA non-personal services costs are budgeted for $4.3 million for an increase of about
$24,000 or 0.6% over FY 2015. These costs consist mostly of cadet uniform purchases,
($1.4 million) and cadet uniform maintenance and other support services (Laundry, Tailor
shop, Military Store, Hospital, Regimental Band, and Armory).

25. The UMA Program’s share of indirect costs (payable to the E&G Program for administration

and facilities support) are budgeted for $1.2 million for an increase of $93,000 or 8.5% over
FY 2015.
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State Funds
General Funds

State General Funds—QOperating
FEducational and General Program
State Appropriation--VMI
New Funding ("anticipated")
State funding reduction
Restructuring Act Financial Benefits
State Central Allocation
Total

Unique Military Activities

State Appropriation--VMI
New Funding ("anticipated")

Cadet Financial Assistance
State Appropriation--VMI

Total General Funds--Operating

Other State Appropriations—-Capital*

Equipment Trust Fund (ETF)
Maintenance Reserve Program
Total

Total All

2015 2016 Inc (Dec) %
9,054,000 9,077,000 23,000 0.3%
300,000 (300,000)
(183,000) (183,000)
109,000 - (109,000) -100.0%
282,000 620,000 338,000 119.9%
9,745,000 9,514,000 (231,000) -2.4%
3,570,000 3,645,000 75,000 2.1%
250,000 - (250,000)
3,820,000 3,645,000 (175,000) 2.1%
871,000 971,000 100,000 11.5%
14,436,000 14,130,000 (306,000) -2.1%
714,000 845,000 131,000 18.3%
790,000 1,219,000 429,000 54.3%
1,504,000 2,064,000 560,000 37.2%
15,940,000 16,194,000 254,000 1.6%

* These appropriations are excluded from the Operating Budget because they are

considered part of the "capital budget" and variations in annual funding can be significant.
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State Funds
State General Funds Notes

Educational and General Program

The State general funds budget decrease of $231,000 or 2.4% consists primarily of the net
effect of a FY 2015 State general fund reduction that exceeds FY 2016 new State funding.

The FY 2015 reduction includes $300,000 of new State funding that was anticipated and
budgeted by VMI, but was not included in the final State Budget for 2014-2016 adopted by
the 2014 General Assembly in June 2014 due to a revised State revenue forecast (after the
VMI Board approved VMI’s FY 2015 Budget in May 2014). The FY 2015 reduction also
includes a mid-year $442,000 decrease in State general funds that was implemented by the
General Assembly due to continuing projected shortfalis in State revenues; $259,000 of
this decrease was restored in FY 2016 by the 2015 General Assembly resulting in a net
decrease of $183,000.

The FY 2016 new State funding includes the State’s share of a State-initiated 2% salary
increase for all employees and an additional salary increase for classified employees with
at least five years of service based on $65 for each year of service (“compression”
adjustment). It also includes the State’s share of a mandated 14% increase in employer
retirement contribution rates (for employees in the Virginia Retirement System) and a
2.9% increase in employer health insurance premiums.

Unique Military Activities

State general funds are budgeted to decrease $175,000 or 2.1%. It consists of the net effect
of a FY 2015 State general fund reduction of $250,000 that exceeds FY 2016 new State
funding of $75,000. Similar to the E&G Program, the FY 2015 reduction consisted of
$250,000 of new State funding that was anticipated and budgeted by VMI, but was not
included in the final State Budget for 2014-2016.

VMI has continuously submitted budget requests to the State for more support of the UMA
Program to bring it to a level more consistent with the recommendations of the State
Council of Higher Education (SCHEV) in 1985 when the program was established.

Cadet Financial Assistance
State general funds for cadet financial assistance is limited to in-state cadets with
demonstrated need. The budget increase of $100,000 or 11.5% is based on the State’s

funding formula applicable to all State institutions to help make education more affordable
and accessible for in-state students.
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Other Appropriations

Equipment Trust Funds allocations to institutions are based on formulas that take into
account the number of students and the age and quantity of equipment in inventory.
Maintenance Reserve Program allocations are also based on formulas that take into
account the age and replacement cost of the facilities (the formula indicates VMI’s annual
maintenance reserve need to be over $3 million). The State continues to under-fund this
program for all institutions due to lack of revenues and other priorities.
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State Funds

Cadet Tuition, Fees and Other Income

E&G Program

Tuition--Regular Session
Gross tuition--current year
Less: refunds

Net potential
Less: uncollected
Net tuition

Tuition--Collection of Prior Years

Tuition--Summer Session
First Term
Second Term
STP
Foreign Study
Total Summer

Total tuition

Student Fees
Application fees
Forfeited deposits
Late fees

Total fees

Other Income
Interest on notes--Cadets
Transcripts
Energy Demand
Miscellaneous
Total other

Indirect Costs & Admin Fees
Indirect Costs--grants/contracts
Total indirects

Budget Budget
2015 2016 Inc (Dec) %
27,037,000 28,765,000 1,728,000 6.4%
(364,000) (292,000) 72,000 -19.8%
26,673,000 28,473,000 1,800,000 6.7%
(175,000) (150,000) 25,000 -14.3%
26,498,000 28,323,000 1,825,000 6.9%
100,000 100,000 - 0.0%
747,000 606,000 (141,000) -18.9%
541,000 491,000 (50,000) -9.2%
420,000 450,000 30,000 7.1%
320,000 512,000 192,000 60.0%
2,028,000 2,059,000 31,000 1.5%
28,626,000 30,482,000 1,856,000 6.5%
76,000 76,000 - 0.0%
5,000 7,000 2,000 40.0%
37,000 46,000 9,000 24.3%
118,000 129,000 11,000 9.3%
7,000 12,000 5,000 71.4%
15,000 16,000 1,000 6.7%
- 35,000 35,000

20,000 20,000 - 0.0%
42,000 83,000 41,000 97.6%
70,000 70,000 - 0.0%
70,000 70,000 - 0.0%
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Prior Year Expenses Reimbursed
Subtotal

Transfer to Cadet Financial Aid

Total E&G Program

Auxiliary Program
Cadet Fees--Regular Session
Gross fees--current year
Less: refunds
Net potential
Less: uncollected
Net collections
Transfer fees to Athletics Program
Net cadet fees

Food Service
Cadet fees-summer session
Commission revenue-ARA
Total food service

Barracks

Cadet fees--summer session

Rents--summer camps/others

Total Barracks

Military Store/Other Sales
Medical/Other--Cadet fees (summer)
Parking Fees and Fines
Total cadet fees/sales
Other Income

Rents--Post Housing
Rents-Cameron Hall

Budget Budget
2015 2016 Inc (Dec) %

10,000 10,000 - 0.0%
28,866,000 30,774,000 1,908,000 6.6%
(3,000,000) (4,100,000) (1,100,000)  36.7%
25,866,000 26,674,000 808,000 3.1%
22,656,000 24,096,000 1,440,000 6.4%
(225,000) (195,000) 30,000  -13.3%
22,431,000 23,901,000 1,470,000 6.6%
22,431,000 23,901,000 1,470,000 6.6%
(2,741,000) (5,076,000)  (2,335,000) 85.2%
19,690,000 18,825,000 (865,000) -4.4%
269,000 270,000 1,000 0.4%
84,000 86,000 2,000 2.4%
353,000 356,000 3,000 0.8%
232,000 222,000 (10,000) -4.3%
21,000 25,000 4,000 19.0%
253,000 247,000 (6,000) -2.4%
21,000 15,000 (6,000) -28.6%
63,000 58,000 (5,000) -7.9%
46,000 38,000 (8,000) -17.4%
20,426,000 19,539,000 (887,000) -4.3%
332,000 316,000 (16,000) -4.8%
3,000 3,000 - 0.0%
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Interest earned on Reserves
Miscellaneous
Total Qther

Subtotal
Add; Transfer in from Reserves

Total AUX Program

Unique Military Activities
Cadet Fees
Gross fees--current year
Less: refunds
Net potential
Less: uncollected
Net cadet fees

Sales and Other Income
Military Store Sales

Total UMA

Budget Budget

2015 2016 Inc (Dec) %o
32,000 56,000 24,000 75.0%
15,000 33,000 18,000  120.0%
382,060 408,000 26,000 6.8%
20,808,000 19,947,000 (861,000) -4.1%
404,000 431,000 27,000 6.7%
21,212,000 20,378,000 (834,000 -3.9%
4,004,000 4,179,000 175,000 4.4%
(47,000) (40,000) 7,000  -14.9%
3,957,000 4,139,000 182,000 4.6%
3,957,000 4,139,000 182,000 4.6%
88,000 84,000 (4,0000 -4.5%
4,045,000 4,223,000 178,000 4.4%




State Funds
Cadet Tuition, Fees and Other Income Notes

E&G Program
Tuition Revenue—Regular Session

Regular session tuition revenue before refunds is budgeted to increase $1.7 million or 6.4%
and is attributed mostly to tuition increases of 8.5% for in-state cadets and 5.4% for out-of-
state cadets.

Uncollected Tuition and Fees

Uncollected tuition and fees are based on VMI’s past collection experience. VMI cadets
are not permitted to return unless they have paid outstanding debts from the previous
semester. VMI has written off as uncollectible an average of only about $11,000 a year for
the last 10 years.

Write-Off of Uncollectible Accounts

VMI Board policy authorizes the Superintendent to write-off uncollectible accounts up
to 32,500 and requires Board approval for accounts over 32,500. VMI currently has no
accounts greater than 32,500 that are proposed for write-off by the Board. However, the
Superintendent is expected to approve the write-off of eight former cadet accounts
during FY 2015 that are under $2,500 each (ranging from $48 to $2,365) and that total
$6,149.

VMI expends considerable effort to collect delinquent accounts including sending them to
VMTI’s outside collection agency or the Office of the Attorney General for help in
collection. Once they are deemed uncollectible, they are proposed for write-off in
accordance with VMI’s policy. However, VMI will continue to hold official transcripts
until full payment is received from the former cadets.

Tuition Revenue—Summer Session

Summer session tuition revenue is budgeted to increase $31,000 or 1.5%. It reflects an
average tuition increase of about 5.4% that is offset by a decrease in budgeted enrollment
to bring it closer to actual enrollment in summer 2014. The increase in foreign study
tuition revenue reflects growth in the number of programs.

Transfer to Cadet Financial Aid

Tuition revenue used to fund cadet financial aid is budgeted at $4.1 million for an increase

of $1.1 million or 37% over the FY 2015 budget. The actual cost for FY 2015 was about
$3.3 million making the FY 2016 budget increase about $756,000 or 23% over the FY
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2015 actual. The increase is due to the increasing need of all cadets especially out-of-state
cadets.

VMI’s Admissions and Financial Aid Task Force meets regularly to review and monitor
VMTI’s financial aid policies. Beginning with new out-of-state cadets in FY 2013, it has
agreed to revise VMI’s financial aid policy by bringing grants and loans from 80% to 70%
of demonstrated need (as determined by federal guidelines). This is providing some
savings in financial aid costs but requires monitoring to ensure that the savings are not
more than offset by the loss of tuition revenue from a smaller enrollment of out-of-state
cadets. VMI’s policy for in-state cadets of providing grants and loans equal to 100% of
demonstrated need remains the same. See the Cadet Financial Assistance budget in Local
Funds for more information.

Auxiliary Program
Cadet Fee Revenue--Regular Session

Regular session cadet fee revenue before refunds is budgeted to increase $1.4 million or
6.4%. This reflects an increase of $614 or 4.3% in total cadet auxiliary fees consisting of
room, board, athletic, medical, cadet activities/facilities, debt service, laundry/dry cleaning,
and haircuts. It also reflects an increase in budgeted average enrollment of 1.9%.

Athletic fee revenue is transferred to the Intercollegiate Athletics Program which operates
as a Local auxiliary activity. The increase in fees transferred to the Athletics Program
reflects the reclassification of a significant portion of auxiliary cadet fees to the cadet fee
for athletics beginning in FY 2016. This reclassification results from a transfer of
“athletic” related costs previously budgeted as Auxiliary Enterprises to the Athletics
Program. The costs consist largely of certain employee positions and indirect costs that are
more appropriately budgeted as “Athletics” than as “Auxiliary Enterprises”.

Cadet Fee Revenue—Summer Session

The summer session food service and Barracks cadet fee revenue budgets consist of fee
increases from 3% to 4% offset by a decrease in budgeted cadet enrollment to bring it
closer to actual summer 2014.

Rents on Housing

Rent revenue budgeted for VMI Post Housing reflects the anticipated vacancy of certain
units while improvements are made to the housing during the year.

No rent increase is budgeted; however, it is VMI policy to charge the current fair market
rental rate for new occupants. The Board’s approval of the FY 2016 Budget authorizes
the Superintendent to approve a rent increase at any time during the fiscal year as
deemed appropriate.
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Approval for Officials Required to Live on Post

In accordance with the Housing Policy Regulation, dated 28 May 2010, and previous
exceptions granted by the Superintendent, the following 11 officials are required to live on
Post: Superintendent, Deputy Superintendent for Academics and Dean of the Faculty,
Commandant, Chief of Staff, Professor of Military Science, Deputy Commandant, Director
of Intercollegiate Athletics, Chaplain, Institute Sergeant Major to the Corps, Head
Football Coach, and Head Athletic Trainer. Exceptions to this policy may be approved by
the Superintendent.

Interest on Reserves

Interest income is paid by the State on VMI’s Auxiliary cash balance (fund balance) which
is required to be maintained with the State Treasury. The budget is adjusted to more
closely reflect recent rates and projected cash balances.

Transfer in from Reserves

The transfer in from Auxiliary Fund Balance (or reserves) totals $431,000 for FY 2016 and
is needed to help fund small capital project improvements and repairs.

VMI’s Auxiliary Fund Balance is projected to approximate $8.9 million at 30 June 2015
and $8.5 million at 30 June 2016. Based on past experience for working capital needs,

VMI’s minimum target for the fund balance is $6.0 million. State guidelines indicate a
reasonable balance for FY 2016 to be about $8.0 million.

Unique Military Activities Program

Cadet Fee Revenue

Cadet fee revenue before refunds are budgeted to increase $175,000 or 4.4%. This reflects
an increase of 2.4% in the cadet UMA fee and a 1.9% increase in average enrollment. The
cadet UMA fee totals $2,522 for FY 2016 and mostly funds cadet uniforms and
maintenance.

Sales and Other Income

Military Store sales consist of cadet purchases of additional uniform items beyond the
standard uniform issue provided to all cadets.
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E&G Program
Revenue and Expenditure Budget Changes
FY 2016 Compared to FY 2015

Revenue Increase (Decrease)

General Funds
FY 2015 GF appropriation short of VMI Budget (mostly new funds
that were omitted in final State Budget due to revenue shortfalls)
FY 2015 State "cuts” ($442,000 less FY 2016 restoration of $259,000)
State share of FY 2016 salary and fringe benefit increases
Total General Funds

Cadet Tuition/Other Income
Tuition rate increase for in-state cadets (8.5%)
Tuition rate increase for out-of-state cadets (5.4%)
Net enrollment increase for in-state cadets
Net enrollment decrease for out-of-state cadets
Tuition revenue--Summer School (5.4% tuition increase net of
overall enrollment decrease)
Decrease in refunds and uncollected tuition at year end
Less increase in tuition allocated for Cadet Financial Aid
Net increase (decrease) in other revenue
Total Cadet Tuition/Other Income

Total Revenue Increase (Decrease)

Expenditures Increase (Decrease)
Personal Services:
State-initiated 2% VMI employee salary increase plus compression
adjustment for classified employees (effective 10 August 2015)
State-mandated employer retirement plan rate increase (14%)
State-mandated employer health insurance rate increase (2.9%)
Less FY 2015 employee bonuses budgeted (2%)
Increase in full-time teaching faculty positions ("Right-Sizing")
Addition of three new employees (administration/facilities)
Transfer-in portion of administrative/professional faculty salary costs
previously funded in Local Unrestricted Budget
Increase in part-time wage budgets
Increase in employee vacancy savings
Net other adjustments (mostly employee turnover savings)
Total Personal Services
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(386,000)
(183,000)

338,000

630,000

1,067,000

301,000
(270,000)

31,000
97,000
(1,100,000)

52,000

537,000
190,000
105,000
(453,000)
149,000
94,000

197,000
83,000
(24,000)

(134,000)

(231,000)

808,000

577,000

744,000



Non-Personal Services:
Reductions in departmental budgets due to FY 2015 State "cuts"
Funds held for allocation (includes possible salaries/bonuses)
Summer Foreign Study Program growth
Increase in utilities/insurances
Increase in facilities maintenance
Increase support for Center for Leadership and Ethics
Net other budget adjustments
Total Non-Personal Services

Contingencies Budget--Decrease to $800,000
Indirect Costs--Increase Recoveries from Auxiliary and UMA Programs

Total Expenditures Increase (Decrease)
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(275,000)
400,000
102,000
110,000

50,000
10,000

4,000

401,000
(300,000)

(268,000)

577,000



Auxiliary Enterprises Budget
Revenue and Expenditure Budget Changes
FY 2016 Compared to FY 2015

Revenue Increase (Decrease)

Cadet fees revenue--rate increase ($614 per cadet or 4.4%) 1,014,000
Cadet fees revenue--enrollment increase/improved attrition 456,000
Less athletic fee portion of rate and enrollment increase (2,335,000)
Decrease in Summer Session revenues (adjust budget to actuals) (5,000}
Increase interest income on Auxiliary cash balances paid by State 24,000
Decrease in employee housing rental income (16,000)
Increase in use of Auxiliary Fund Balance 27,000
Net other changes 1,000
Total Revenue Increase (Decrease) (834,000)

Expenditures Increase (Decrease)

Personal Services
State-initiated 2% VMI employee salary increase plus compression

adjustment for classified employees (effective 10 August 2015) 62,000
State-mandated employer retirement plan rate increase (14%) 12,000
State-mandated employer health insurance rate increase (2.9%) 10,000
Less FY 2015 employee bonuses budgeted (2%) (54,000)
Transfer employees to Athletics Program (245,000)
Transfer Chaplain admin assistant to Local Funds (16,000)
Net employee turnover savings (43,000)
Increase in salary contingencies 10,000
Increase in vacancy savings (5,000)

Total Personal Services (269,000)
Nonpersonal Services
Food Service--cadet meals (3.0% rate increase) 315,000
Facilities operations/maint cost increases (Barracks/Athletics/Housing) 54,000
Net cost decrease in cadet support services (6,000)
Net decrease in cadet activities costs (mostly Corps Trip) (17,000)
Decrease in indirect costs payable to E&G Program (646,000)
Net change in debt service costs 61,000
Increase contingencies budget to $800,000 150,000
Reduce small capital/maintenance budget to $700,000 (470,000}
Net other changes (6,000)

Total Nonpersonal Services (565,000)

Total Expenditures Increase (Decrease) (834,000)
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State Funds
E&G Expenditure Notes

1. Departmental budget increases or decreases can consist of changes in the number of full-time
faculty to meet student demand and to faculty coming back from sabbatical. They can also
reflect changes in faculty salaries due to promotions, market adjustments, or turnover
(retirement or resignations). The Dean’s Faculty Funds budget supplements funding for new
and part-time faculty salaries in the academic departments. For FY 2016, it includes
$149,000 for new full-time faculty positions as part of VMI’s “Right-Sizing” initiative. This
initiative seeks to increase the number of full-time teaching faculty while reducing the
reliance on part-time faculty to enhance cadet advising and teaching quality. This budget
also includes funds from faculty turnover savings due mostly to retirements.

Note: The Budgets for all departments with personal services include a 2% State-initiated
employee salary increase effective 10 August 2015. They also include increases in the
employer retirement contributions rate (for employees in the Virginia Retirement System or
VRS) and in health insurance premiums.

2. The part-time faculty budgets for the summer session (regular session and foreign study)
reflect an adjustment to bring the budgets closer to the actual costs for summer 2014 and to
expected costs for summer 2015. The budget for summer foreign study especially reflects
growth in the numbers of programs abroad.

3. The Equipment Lease budget funds VMTI’s allocated share of the debt service payments on
State Equipment Trust Fund (ETF) equipment purchases. VMI has received total funding of
approximately $14.5 million from the ETF since its inception in 1987. VMI is appropriated
$714,000 for FY 2016 or the same as in FY 2015. This program primarily funds
instructional equipment, but can also be used for operating hardware and software for
administrative computing systems and office computers.

4. The Dean’s discretionary budget and the Plant contingencies budget (for facilities
maintenance) were decreased due to a reduction in State funds in FY 2015. Many other
department budgets were also decreased due to the State funds reduction, but other cost
increases for FY 2016 offset these cuts.

5. The International Programs budget decrease reflects the transfer of an administrative position
to an instructional department.

6. The Center for Leadership and Ethics budget increase is necessary to supplement the private
funding for the Center which covers most of the Center’s costs. See the Local Funds budget
section for the Center’s budget.

7. The Registrar’s budget increase reflects a management change beginning in FY 2016 of

funding the full cost of administrative and professional staff salaries from State programs
(E&G, Auxiliary Enterprise, or Unique Military Activities). Previously, 3.3% of all
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10.

I1.

12.

13.

14.

administrative and professional staff salaries were funded from private unrestricted funds
from the VMI Foundation (VMIF). However, in FY 2015 the VMIF began shifting more of
its unrestricted funds available to VMI to pay for increasing debt service costs on bonds that
were issued on VMI’s behalf for construction and renovation capital projects in past years.
This results in a reduction in unrestricted funds for VMI programs and operations that has
necessitated that costs such as the funding of a portion of staff salaries expense be transferred
to VMI’s State programs.

The Treasurer, Comptroller, and Human Resources departmental budget changes reflect
employee turnover savings, the addition of an accounting position, and some salary
increases.

The Debt Service Fee budget funds State-mandated fees charged to out-of-state cadets for
their share of the debt service on new buildings and renovations funded by the State (the
State expects out-of-state cadets to fully fund the cost of their education).

The Trash budget increase reflects a landfill rate increase by the county.

Vacancy savings reflect expected savings from staff turnover and are based on past
experience.

Contingencies are generally budgeted to mitigate revenue shortfalls and provide for
emergencies and other unforeseen costs. The E&G contingency budget totals $1.20 million
for FY 2016 and includes $400,000 set aside to address various requests for additional
funding by the senior executive officers. These requests include more funding for part-time
faculty, computer and network maintenance, student services, and other cost increases. The
balance of $800,000 represents about 2% of total E&G expenditures (to include student
financial aid). VMI also budgets for contingencies in its Auxiliary Enterprises Program
($800,000), and Local Unrestricted Funds Budget ($100,000) bringing total contingency
budgets to about $1.70 million (compared to $1.85 million in FY 2015).

The Salary Adjustments budget reflects funding for salary increases and/or bonuses that the
Superintendent may approve in FY 2016 based on merit, increasing job responsibilities,
and/or benchmark adjustments. The FY 2016 budget is less than in FY 2015 due in part to
the 2% State-initiated salary increase effective 10 August 2015; there were no State-initiated
salary increases in FY 2015 although provision was made for a 2% VMI employee bonus
(Note: the bonus was eliminated due to reductions in State funding in FY 2015).

Recoveries represent the “cost sharing” of indirect costs (institutional support and physical
plant costs paid by the E&G Program) by the Auxiliary and UMA Programs to the E&G
Program as required by the State. The FY 2016 recoveries or indirect costs budgets reflect a
total increase of $268,000 or 4% over FY 2015. The amount of the recovery is based on a
State-mandated biennial cost study conducted by VMI and approved by the State to
determine the appropriate indirect cost rate for use each biennium.
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15. The Building Repairs and Maintenance, Custodial Services, and Grounds Maintenance
budgets include an increase of two positions to support the newly renovated Cormack Hall,
some salary increases, and cost increases for contractual services (primarily for HVAC
preventive maintenance).

16. The Part-time wages budget is increased to bring the budget closer to actual costs for part-

time employees in housekeeping, custodial, and grounds maintenance. This budget also
funds overtime pay.
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State Funds
Auxiliary Expenditure Notes

1. The Food Service budget increase of $315,000 or 5% reflects an anticipated meal rate
increase of 3.0% for food and labor cost increases projected by ARAMARK, VMTI’s food
service contractor. It also reflects an increase in budgeted enrollment. The projected average
cost per day to feed the Corps for FY 2016 is about $25,000. The Food Service Maintenance
budget increase also reflects the addition of a maintenance employee transferred from other

Auxiliary programs.

2. The Barracks maintenance budget increase reflects an increase in costs for custodial supplies,
HVAC preventive maintenance, facilities repairs and maintenance, and cadet room furniture
replacements. These cost increases were largely offset by personal service cost savings due
to employee turnover.

3. The Military Store budget decrease reflects an adjustment to the supplies to bring it closer to
actual costs in past years.

4. Tailor Shop costs are budgeted 100% in the UMA Program (See UMA Program Note #3)
although the employee positions are included in the Auxiliary Enterprise Program in
accordance with State budget policy.

5. Laundry/Dry Cleaning costs are allocated 75% to the UMA Program and 25% to the
Auxiliary Program in accordance with State budget policy (the UMA portion is considered
costs above the normal amount for laundry services encountered by students at non-military
institutions).

6. Student Health costs are allocated 74.5% to the UMA Program and 25.5% to the Auxiliary
Program in accordance with State budget policy (the UMA portion is considered costs above
the normal amount for health services encountered by students at non-military institutions).

The reduction in this budget reflects a reclassification of certain employees as described in
Note #12.

7. The Cadet Insurance budget provides for each cadet up to $5,000 of coverage for
accidents/injuries that may occur during ROTC, athletic, or other activities and helps protect
cadets and parents from the often high medical costs for treating injuries.

8. The Student Union budget reflects staff costs for administration of cadet programs consisting
of intramural sports, clubs, and other organizations. The Cadet Programs budget funds the
supplies, travel, equipment and other costs for these activities.
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9. The Cadet Counseling program has budgets in all three State programs—E&G, Auxiliary
Enterprises, and Unique Military Activities (UMA). The UMA budget originated when new
State funding was appropriated due to the assimilation of female cadets.

10. The Corps Trip budget provides funding for a football trip to Richmond. Costs include
transportation (buses), meals, and tickets.

11. Glee Club budget decrease brings part-time staff costs closer to anticipated levels.

12. The budgets for Athletic Facilities/Support, Military Leadership Fields Training Grounds
(MLFTG), Cameron Hall Operations, and Student Health reflect decreases due primarily to
the transfer of the cost of five employees to the Athletics Program budget beginning in FY
2016. This transfer more appropriately allocates the cost of these employees among VMI’s
programs.

13. The Auxiliary Administration budget and the COOP budget reflect re-assignment of the
Emergency Planning Coordinator position to the COOP budget. It also resumes funding for
an Assistant Auxiliary Services Director that was temporarily vacant in FY 2015.

14. The Post Security budget funds two Police officers and security guards for Cocke Hall and
other facilities. The police officers provide traffic and parking oversight to include security
of cadet and employee vehicles. State policy provides that parking is an “auxiliary” function.

15. The Museum Support budget funds 2 of the 8 total employees at the Virginia Civil War
Museum (VCWM) in New Market and some operating costs of the facility. Auxiliary
Program support of the VCWM recognizes the use of this facility for annual new cadet
orientation activities and other VMI activities.

16. The Indirect Costs—E&G budget decrease of $572,000 or 12% primarily reflects transfer of
indirect costs “fully” to the Athletics Program beginning in FY 2016. The Auxiliary
Enterprises Program has funded a major portion of these costs in past years. As part of this
budgeting change, a reclassification of cadet Auxiliary Enterprise fees is also being proposed
so that the Athletics Program can appropriately fund its full share of indirect costs (see
Significant Notes and Assumptions for Tuition and Fees).

State policy mandates that the Auxiliary Program pay its share of indirect costs (institutional
support and physical plant costs funded by the E&G Program). Compliance with this policy
qualifies VMI to earn interest income on its Auxiliary cash (fund balance) held by the State
Treasury.

17. The Contingencies Budget is increased $150,000 to $800,000. It represents about 4.1% of
total Auxiliary Enterprise expenses less debt service payments. The increase will help fund
unforeseen emergency repairs and maintenance of facilities and equipment.

18. The Salary Contingencies budget provides funding for employee salary increases that may be
approved later in the fiscal year.
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19. The Vacancy Savings budget provides for savings that normally occur in the Auxiliary

Enterprises Program due to employee turnover.

20. The Maintenance Project budget totals $732,000 and funds various facilities repairs,

21,

maintenance, and improvement projects. The decline from FY 2015 is attributed in part to
the planned bond financing of several major projects that have already been approved by the
Board of Visitors.

The VMI Board of Visitors have authorized a total of $12 million in bond financing for
various Post improvements consisting of three separate $4.0 million financings through the
Virginia College Building Authority (VCBA).

The Debt Service—Post Improvements budget increase reflects payments beginning in FY
2016 of the first of the three VCBA bond financings as described in Note #20.
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State Funds
UMA Expenditure Notes

1. The Corps Marksmanship budget increase consists of a greater allocation of the
Marksmanship Director salary to this program to more appropriately reflect his efforts spent
on this activity.

2. The Indirect Costs paid by the UMA Program to the E&G Program funds is increased to
bring the amount paid closer to the UMA Program’s share of general and administrative

costs. The increase is possible due to an anticipated increase in State general funds for the
UMA Program of $75,000.

3. The Student Health budget decrease primarily reflects the transfer of some sports medicine
staff costs to the Athletics Program resulting in a smaller allocation of their costs to the UMA
Program.

4. The Military Store budget decrease consists of a reduction in the cadet uniform purchases
budget to bring it closer to anticipated spending levels based on past experience.

The cost to outfit a new cadet with a standard issue of uniforms is approximately $3,500 for
males and $3,600 for females. Cadets are required to return certain uniform items to the
Military Store upon graduation or separation from VMI and serviceable items are re-stocked
as appropriate.

5. The Laundry/Dry Cleaning budget increase reflects the addition of a new laundry worker
plus a State-initiated salary increase of 2% plus a “compression” adjustment for classified
employees averaging to about an additional 2% salary increase. Health insurance premiums
and retirement contributions were also increased.
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Local Funds

Overview of Section

This section provides the details of the Local Funds Budget including notes explaining
significant variances between the current and the proposed budget. The following budget
schedules are presented:

o Budget Highlights—Provides significant notes and assumptions underlying the
Local Funds Budget

o  VMI and VMI Alumni Agencies Income and Support—Summarizes the
restricted and unrestricted income support from VMI and the VMI Alumni
Agencies comprising the VMI Foundation, the VMI Development Board, and
the VMI Keydet Club.

o Expenditures Summary—Summarizes the Restricted and the Unrestricted
Expenditure Budgets and shows how the budgets are consolidated to produce
the total Local Funds Budget.

e Restricted Funds Budget—Provides by source of support the allocation of
funds to programs and activities.

o Jackson-Hope Program—Provides the allocation of funds to programs and
activities.

e Local Unrestricted Budget— Provides by source of support the allocation of
funds to programs and activities.

o Intercollegiate Athletics Revenues and Expenditures Budget—Provides the
components of athletic revenues and support and presents by sport and
supporting activities the expenditures for personnel, supplies, travel, recruiting,
officials, and other. Also includes separate schedule for details of significant
other expenditures.

e Museum Operations--Provides the components of revenue and support and the
details of expenditures for the VMI Museum, the Virginia Museum of the Civil
War at New Market, and the Stonewall Jackson House.

e Center for Leadership and Ethics—Summarizes the budgeted revenues,
support and expenditures for the program.
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o Cadet Financial Assistance Summary—Provides by source the components of
the various grants and scholarships budgeted for cadets.
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Local Funds
Budget Highlights

Local Unrestricted Funds

1.

Local Unrestricted Funds are budgeted for $10.5 million for an increase of $1.5 million or
17% over FY 2015. The increase is due to greater Athletic revenue from cadet athletic fees
(see State Funds Budget Highlights Note #12). The Athletic Program is included in the
Local Unrestricted Funds budget because it is considered a “local auxiliary enterprise”
program.

Private unrestricted income from the VMIF and VMIDB decreases $200,000 to $2.2 million
in FY 2016 bringing the total reduction to $400,000 since FY 2014. The VMIF notified VMI
in November 2013 that its funding was being reduced from $2.6 million in FY 2014 to $2.0
million by FY 2017.

Note: The VMIF and VMIDB income reduction was necessary to bring the VMIF into
compliance with its endowment spending policy and meet increasing debt service costs on
bonds issued in the past on behalf of VMI for major construction projects.

The Local Unrestricted Funds budget supports faculty salary supplements, a portion of the
Superintendent’s salary, mortgage subsidies, cadet financial assistance, and academic
programs. The budget also includes unrestricted revenues and support for Intercollegiate
Athletics, Museum Operations, and the Center for Leadership and Ethics.

The Local Unrestricted Fund Balance is projected to total $39,000 at the end of FY 2015,
$92,000 at the end of FY 2016, and have a deficit of about $11,000 at the end of FY 2017.
This deficit is projected to grow significantly in the future due to reductions in VMIF
unrestricted funding and increasing program costs. Faculty and staff salary supplements are
being transferred to VMI’s State E&G Program beginning in FY 2016 to help minimize the
deficit.

Athletics Programs

5.

Athletics Program revenues and support are budgeted at $11.6 million for an increase of $1.6
million or 16% over FY 2015. The FY 2016 budget consists of $7.5 million for operations
and $4.1 million for athletic scholarships. Most of the increase relates to operations and
consists of certain employee positions and indirect costs transferred in from the Auxiliary
Enterprises Program (see State Funds Budget Highlights Note #12).

Athletic operating expenses provide for employee salary and fringe benefit increases (see
State Funds Budget Highlights Note #7).

The Athletics Program budget assumes Keydet Club private donations for scholarships and
operations will total $3.5 million or the same level budgeted in FY 2015.
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8. Cadet athletic fee revenues are budgeted at $5.1 million for an increase of about $2.2 million
or 81%. This reflects an increase of $1,388 or 81% in the cadet fee from $1,702 to $3,090 in
FY 2016. This fee increase results mostly from a reclassification of fees and certain costs
from the Auxiliary Enterprises Program (see State Funds Budget Highlights Note #12).

Museum Systems

9. Museum revenues and expenditures are budgeted to total about $1.0 million or about the
same as in FY 2015.

Center for Leadership and Ethics

10. Center for Leadership and Ethics (CLE) revenues and expenditures are budgeted to total
about $1.3 million with no significant change from FY 20135.

Cadet Financial Assistance

11. VMI funding for cadet financial aid is budgeted for $4.25 million for an increase of $505,000
or 12%. This funding consists of tuition revenue of $4.1 million and Local Unrestricted
Funds of $150,000. The Administration continues to closely monitor and adjust its financial
aid policies to ensure sustainability (See State Funds Budget Highlights Note #5).
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Local Funds

VMI and Alumni Agencies Income and Support

VMI Alumni Agencies
Unrestricted Funds
VMI Foundation, Inc.
Endowment Income/Annual Funds
Debt Service-IM Hall/Crozet
Total VMI Foundation
VMI Development Board
Endowment Income/Donations
Total Unrestricted
Restricted Funds
VMI Foundation, Inc,
Endowment Income/Donations
VMI Development Board
Endowment Income/Donations
Total VMI Foundation/Dev Board
VMI Keydet Club
Annual Giving
Athletic Operating Fund (AOF)
Total Keydet Club
Total Restricted Funds

Total VMI Alumni Agencies

VMI
Unrestricted Funds
VMI General Endowment
Interest Income and Other
Total Unrestricted
Restricted Funds
VMI General Endowment
VMI Collins Endowment--Operations
Qutside Trusts and Other
Total Restricted Funds

Total VMI Endowment

Total VMI and Alumni Agencies

2015 2016 Inc (Dec) % Notes

1,879,000 1,730,000 (149,000) -1.9%
189,000 189,000 - 0.0%
2,068,000 1,919,000 (149,000) -1.2%
550,000 500,000 (50,000) -9.1%

2,618,000 2,415,000 (199,000) -7.6% 1
12,138,000 11,916,000 (222,000) -1.8%
584,000 577,000 (7,000) -1.2%
12,722,000 12,493,000 (229,000) -1.8%
1,800,000 1,900,000 100,000 5.6%
1,699,000 1,600,000 (99,000) -5.8%
3,499,000 3,500,000 1,000 0.0%

16,221,000 15,993,000 (228,000) -1.4% 2
18,839,000 18,412,000 (427,000) © -2.3%
84,000 80,000 (4,000) -4.8%
10,000 10,000 - 0.0%
94,000 90,000 (4,000) -4.3%
342,000 320,000 (22,000) -6.4%
190,000 186,000 (4,000) -2.1%
62,000 75,000 13,000 21.0%
594,000 581,000 (13,000) -2.2%

688,000 671,000 (17,0000  -2.5% 3
19,527,000 19,083,000 (444,000) -2.3%
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Local Funds
VMI and Alumni Agencies Income and Support
Notes

1.

VMI Foundation (VMIF) and VMI Development Board (DB) unrestricted spendable
income for FY 2016 totals $2.4 million or about $200,000 less than in FY 2015. This
decrease by the VMIF was necessary to bring the income to VMI closer to the
spending policy on endowments. It is also necessary to help grow the endowment so
that future income will be available to meet the repayment requirements on the $45
million in bonds issued on VMI’s behalf in 2006 to fund various capital projects. This
debt service currently totals about $2.1 million annually and is part of the income
support to VML

Spendable endowment income is based on a 12-quarter rolling average endowment
market value and a spending rate of 4.8%. The VMIF spendable income rate of 4.8%
combined with an administrative fee rate of 1.25% on all endowment funds results in a
total spending rate of 6.05%. Spendable income is combined with donations from the
Annual Fund and used to fund Alumni Agencies operating expenses and provide
unrestricted income to VMI.

VMIF, DB, and Keydet Club (KC) restricted income is budgeted for $16.0 million or a
decrease of $0.2 million or 1.4%. The decrease mostly reflects some decrease in cash
donations that more than offset endowment appreciation due to investments in the
stock market.

VMI endowment income derives mostly from VMI’s General Endowment and Collins
Endowment. These funds had a 28 February 2015 market value of $8.3 million and
$3.8 million, respectively, or about the same as last year. The General Endowment
consists mostly of scholarship funds and the Collins Endowment is restricted to support
of the Virginia Museum of the Civil War at New Market. Spendable endowment
income is based on a 5% spending rate applied to the average endowment market value
for the past 12 quarter. VMI’s endowments are pooled and invested with endowment
funds of the VMI Alumni Agencies.
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Restricted Local Budget
Notes

1. The Restricted Funds Budget primarily reflects spendable income from endowment
funds and cash donations. See Notes to VMI and Alumni Agencies Income and Support
Budget Schedule.

2. Federal Funds consist primarily of PELL grants for cadets with financial need.

3. See the Local Funds Budget section of this Budget Book for the Jackson-Hope,
Athletics, and Cadet Financial Assistance program budgets.

4. Total Restricted income of $17.8 million for FY 2016 is about 1% less than FY 20135.
The budget increases or decreases among departmental and program budgets generally
reflect changes in the level of cash donations from year to year. Budgets often include a
combination of cash donations and endowment income. Budget increases may also
reflect new endowment gifts.
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Local Unrestricted Funds
Notes

1. VMI Endowment income of $90,000 consists primarily of spendable income on the
unrestricted portion of VMI’s General Endowment; the income is based on 5% of the
average endowment market value for the past 12-quarters (the market value of the
unrestricted endowment was about $1.6 million as of 28 February 2015).

2. VMI Foundation (VMIF) and VMI Development Board (DB) spendable income
totals $2.4 million. It consists of $2.2 millicn of unrestricted income and about $0.2
million of other income to include the debt service on the Jackson Memorial Hall
renovation project.

The VMIF and DB are also providing additional financial support of $2.1 million
annually on debt service related to the $45 million of bonds issued on VMI’s behalf
in 2006 to fund various capital projects.

VMI was notified by the VMIF in November 2013 that unrestricted income would
total $2.4 million in FY 2015, $2.2 million in FY 2016, and $2.0 million in FY 2017
based on certain underlying assumptions. The decrease reflects several factors
including the need to grow the unrestricted endowment to meet the repayment
requirements on the $45 million bond issue.

3. Athletic Revenues consists of gate receipts (football and basketball), guarantees
(football and basketball), NCAA and Southern Conference sponsorship revenues, and
sales and other income. The decrease for FY 2016 primarily reflects one football
guarantee game versus two in FY 2015.

Cadet athletic fees for FY 2016 reflect an 85% increase due mostly to a
reclassification of fees and certain costs from the Auxiliary Enterprises Program to
the Athletics Program. This reclassification more appropriately budgets certain
“athletic” related personnel and indirect costs in the Athletics Programs. This
reclassification also provides additional cadet fee revenue that replaces the need for
use of Auxiliary Fund Balance in FY 2016.

4. Museum Systems revenues and expenditures consist of the VMI Museum at VMI, the
Virginia Museum of the Civil War (VMCW) at New Market, VA and the Stonewall
Jackson House in Lexington, VA. Museum income and expenses for FY 2016 are
generally expected to approximate FY 2015 levels.

5. The Center for Leadership and Ethics (CLE) conducts about four or five conferences
annually with income from donations, attendance fees, exhibitor fees, and corporate
sponsorships. The CLE generally seeks to cover conference expenses with
conference revenues, but some private donations from the VMIF have been necessary
to support conferences. VMI also provides support in its State Educational and
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10.

11.

12

13.

General Program (E&G) for the CLE. Private support from the VMIF and E&G
Program support are budgeted in those programs.

VMI earns commissions on sales in the bookstore, PX, and vending operations. The
commissions approximate 16% of sales overall and are paid by the outside contractor
(Follett and ARAMARK) to VMI for the use of the space to operate the concessions.
The increase for FY 2016 reflects VMI’s new contract with Follett in the Bookstore
and its greater commission percentage on sales.

Local unrestricted funds provide 4% of the cost of faculty salaries and 3.33% of the
cost of certain administrative/professional staff salaries. These funds also provide
about 75% of the Superintendent’s compensation. The balance of these salaries is
funded from State or other private funds. Local unrestricted funds help VMI to offer
more competitive salaries to attract and retain faculty and staff.

The decrease in the staff salary supplement reflects the elimination of private fund
support of most administrative/professional staff salaries due to decreasing private
unrestricted income and growing program costs requiring the use of private
unrestricted support.

The Computers—IBM Match budget reflects the approximate value of equipment
donated to VMI annually from IBM in lieu of cash donations collected from VMI
alumni and other employees of IBM in the company’s matching program.

Chaplain’s Office support covers the shortfall in the amount of private restricted
donations and other funds available to cover the Chaplain’s salary and that of a new
Associate Chaplain who was hired in January 2014.

VMI provides a subsidy up to $1,500 per year for full-time teaching and
administrative faculty who purchase a home as their primary residence. The amount
budgeted is based on the number of participants and their mortgage balances
(currently about 90 employees). VMI discontinued this program for new employees
effective 1 January 2010 as a cost saving measure.

Contingency funds of $80,000 are budgeted to cover unanticipated costs especially
costs that are not appropriate for State funding. The budget is reduced for FY 2016
due to decreasing income and growing costs (see Note #7).

. VMI provides 3-year and 4-year ROTC scholarship cadets with a $1,000 room/board

grant to be competitive with other colleges. Unrestricted funds are allocated to cover
any shortfall in the amount of restricted scholarship funds available for these grants.

VMI uses private unrestricted funds as necessary to supplement “need-based” student

financial aid from private restricted funds, State funds, cadet tuition revenue, and
federal funds. The decrease in the use of local unrestricted funds reflects the use of
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more cadet tuition revenue to help balance the Local Unrestricted Budget. The
decrease also reflects decreasing income and growing costs (see Note #7).

14. VMI Development Board income is budgeted for athletic scholarships to help
supplement Keydet Club funds raised annually for this purpose.

15. The VMI Foundation is expected to spend approximately $120,000 of VMI’s

unrestricted income for outside consultants on VMI’s behalf (primarily government
relations consultants).
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Intercollegiate Athletics
Revenues and Support

Revenue and Support
Revenue
Cadet Fees
Guarantees--Football
Gurarantees--Basketball
Gate Receipts--Football
Gate Receipts--Basketball
Gate Receipts--Baseball
NCAA Academic Assistance
NCAA /Conference Revenue
Sales and Other Income
Total Revenue

Support
VMI Development Board

Restricted Endowment
Superintendent's Discretionary
Keydet Club
VMI Unrestricted Income
VMI Concessions Commissions
Auxiliary Fund Balance

Total Support

Total Revenue and Support

2015 2016 Inc
Budget Budget (Dec) Yo Notes
2,741,000 5,076,000 2,335,000 85.2% 1
605,000 405,000 (200,000) -33.1% 2
325,000 350,000 25,000 7.7% 3
159,000 192,000 33,000 20.8% 4
41,000 42,000 1,000 2.4%
2,000 - (2,000) -100.0% 5
80,000 169,000 89,000 111.3% 6
271,000 278,000 7,000 2.6% 6
227,000 241,000 14,000 6.2% 7
4,451,000 6,753,000 2,302,000 51.7%
237,000 246,000 9,000 3.8%
400,000 50,000 (350,000) -87.5% 8
480,000 272,000 (208,000) -43.3% 9
94,000 90,000 (4,000) -4.3%
80,000 83,000 3,000 3.8%
315,000 - (315,000)  -100.0% 8
1,606,000 741,000 (865,000) -53.9%
6,057,000 7,494,000 1,437,000 23.7%
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Local Funds
Intercollegiate Athletics Revenues

Notes

1. The Cadet Fees budget increase primarily reflects a $1,388 or 82% increase in the cadet
athletic fee bringing it from $1,702 to $3,090. This fee increase results mostly from a
reclassification of fees and certain costs from the Auxiliary Enterprises Program.

The reclassification of fees and costs between the Auxiliary Enterprises and the Athletics
Programs pertains mostly to certain employee positions and indirect costs that are more
appropriately budgeted as “athletics” than as “Auxiliary Enterprises”. Making this
change beginning in FY 2016 will allow VMI to be more compatible with new State
legislation pertaining to higher education Athletic Programs.

2. Football Guarantees total $405,000 in FY 2016 and consists of Ball State ($330,000) and
Richmond ($75,000). The FY 2015 guarantees consisted of Bowling Green ($320,000)
and Navy $285,000).

3. Basketball Guarantees generally consist of four or five games ranging from about
$75,000 to $85,000 each.

4. The Football Gate Receipts budget totals $192,000 and consists of 6 home games at
about $32,000 per game. The FY 2015 budget was $159,000 but ticket price increases
helped generate actual receipts of about $179,000.

5. Admission fees will no longer be charged at baseball games in order to encourage
attendance. Many baseball games are held in the spring and during the week when
attendance can be difficult.

6. The NCAA provides academic assistance funding to support tutors for athletes. They
also provide revenues based on the number of sponsored sports and the number of
scholarships funded by the institution.

7. The Sales and Promotions budget includes royalties from outside vendor sales of VMI
logo merchandise, sponsorship revenues, advertising fees (ads on scoreboards and around
the football, baseball, and Cameron Hall stadiums/arenas), program sales, and other
income.

8. Superintendent’s Discretionary funds are budgeted for $50,000 in FY 2016 compared to

$400,000 in FY 2015. VMI’s Auxiliary Enterprises Fund Balance will also no longer be
used in FY 2016 to support Athletic operations. The Administration is increasing cadet
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athletic fees in FY 2016 (see Note #1) that will include additional funding to help bring
the Athletics Program closer to financial sustainability and structural balance.

. The Keydet Club is budgeted to provide $3.5 million in donations and endowment
income to the Athletic Program in FY 2016 or the same level as in FY 2015. This
funding supports athletic scholarships and program operating costs. Most of the funding
is needed for scholarship costs which are budgeted for a total $4.1 million in FY 2016
and include funding from other sources.
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Local Funds
Intercollegiate Athletics Expenditures

Notes

1. The Football budget increase reflects a State-initiated 2% employee salary increase and
mandatory increases in retirement contribution rates and health insurance premiums. It also
largely reflects greater team travel resulting from the change from the Big South to the
Southern Conference.

Note: All Athletic Program employees are receiving a 2% employee salary increase (See
Significant Budget Assumptions—Salary Increases and Fringe Benefits schedule).

2. Budget increases in these programs primarily reflect the reclassification of certain athletic
related costs from the Auxiliary Enterprises Program to the Athletics Program (See Athletics
Revenue Note #1).

3. The Sports Marketing budget increase primarily reflects employee turnover and hiring of a
new Sports Marketing Director.

4. The NCAA Academic Assistance budget increase reflects greater income from the NCAA
and the Conference for support of athletic tutors and supporting costs.

5. The Athletics Program carried over from FY 2014 a $443,000 cumulative fund balance
deficit from prior years. VMI currently plans to curtail this deficit over 15 years at about
$30,000 a year. This deficit includes $98,000 from FY 2014 (VMI had estimated that the FY
2014 deficit would be $235,000 and budgeted to repay this amount in FY 2015; however, a
15-year payback instead was implemented).

6. A State-initiated 2% employee salary increase is budgeted in FY 2016. There was no salary
increase in FY 2015, but a 2% VMI employee bonus was budgeted (Note: No bonuses are
being paid in FY 2015 due to reductions in State funding that occurred mid-year and
precluded payment of bonuses).

7. The Transfer to Reserves reflects FY 2016 unspent income that will be carried over to FY
2017 to help bring the Athletics Program closer to meeting 100% of its State-mandatory
indirect cost obligation to VMI’s Educational and General Program.

8. A Contingencies budget of $62,000 is provided in FY 2016 primarily for unforeseen
expenses and shortfalls in budgeted revenues and support. It also includes some new funding
for certain teams and support programs that the Athletic Director may allocate in FY 2016.
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Museum Systems
Notes

1.

Admissions and sales are budgeted for a total of $599,000 or $4,000 (1%) less than in FY
2015.

Contributions and grants consist mostly of gifts to the Stonewall Jackson House (SJH) which
are budgeted for a total of $98,000 in FY 2016 or $5,000 more than FY 2015. SJH gifts
consist mostly of a large grant from the Lee-Jackson Foundation.

Note: VMTI’s State Educational and General Program and Auxiliary Enterprises Program
also provide support of $96,000 and $182,000, respectively, in FY 2016 for Museum
programs that benefit cadets, faculty, and visitors. This total support of $278,000 is an
increase of about $8,000 or 3% over FY 2015. This support consists mostly of funding for
some of the personal services costs of Museum employees.

Endowment income consists mostly of spendable income on the VMI Collins Endowment
that is restricted to support of the Virginia Museum of the Civil War (VMCW) located at
New Market, VA. The Collins Endowment had a market value of $3.8 miilion as of 28
February 2015 or about the same balance as the prior year.

Reserve funds are budgeted for $50,000 and consist of unexpended cash donations from past
years held by the VMI Foundation (VMIF) on behalf of the SJH. These funds total about
$434,000 as of 31 March 2015 and are mostly spendable for SJH operations as needed.

The Museum personal services budget reflects a decrease of about $6,000 or 1%. This
consists of the net effect of a 2% State-initiated salary increase and mandatory fringe benefit

increases that are offset by savings from employee turnover at the VMCW during FY 2015.

Other operating costs consists largely of supplies, utilities, facility maintenance, advertising,
and contractual services. The budget decrease of 2% reflects efforts to contain costs.
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Center for Leadership and Ethics
Notes

1. Cash donations consist mostly of gifts already received and held by the VMI Foundation.
The donations are restricted or available for use by the Center for Leadership and Ethics
(CLE). Most of the gifts are from a few large donors.

2. Endowment income derives from endowment gifts for the CLE for certain positions or
operations and programs in general. The growth in endowment income reflects appreciation
on endowment investments and the receipt of outstanding pledges.

3. The CLE holds approximately four to five major conferences annually to include
Environment Virginia and conferences on leadership, public policy, and topics of national
importance. Conference income consists of registration fees, exhibitor fees, private
donations, and other support. Conferences may require private donations to help cover all
expenses. Conference expenses will vary annually based on the number of conferences held
and the expected attendance.

4. VMI State E&G support is provided to supplement private funding for the CLE. E&G
support derives from State funds including cadet tuition revenue. CLE programs and
activities are an integral part of a cadet’s VMI education.

5. The Personal Services budget increase provides for a State-initiated 2% salary increase and
mandatory increases in retirement contributions and health insurance premiums. The budget
increase also reflects the cost of an Associate Director for a full-year in FY 2016 compared to
only a partial year in FY 2015.

6. Program and Other expenses include several cadet programs addressing leadership and
ethics. It also includes a faculty/cadet development program in FY 2016. Other expenses
consist mostly of the general and administrative costs of operating the CLE. All facilities
and grounds maintenance to include utilities, insurance, preventive maintenance, repairs, and
other costs are funded by VMI in its Educational and General (E&G) Program. These
facilities and grounds costs total over $200,000 annually and are not included in the CLE
budget.

7. The CLE fund balance consists mostly of conference income that has been received but not
fully spent by the end of the fiscal year.
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Cadet Financial Assistance

Sources/Programs 2015 2016 Inc(Dec) %  Notes
State Funds
General Funds
Student Financial Aid 871,000 971,000 100,000 11.5% 1
Total General Funds 871,000 971,000 100,000 11.5%
Cadet Tuition and Fees
E&G Program 3,000,000 4,100,000 1,100,000 36.7% 2
Total State Funds 3,871,000 5,071,000 1,200,000 31.0%
Local Funds
Restricted
VMI Foundation
Merit and Other Scholarships 4,573,000 4,682,000 109,000 2.4%
Athletic Scholarships 44,000 42,000 (2,000) -4.5%

Total VMI Foundation 4,617,000 4,724,000 107,000 2.3% 3

VMI Development Board

Athletic scholarships 260,000 242,000 (18,000) -69% 3
VMI Keydet Club--Scholarships 1,800,000 1,900,000 100,000 5.6%
VMI Keydet Club--AQOF 1,219,000 1,328,000 109,000 8.9%

Total Keydet Club 3,019,000 3,228,000 209,000 14.5% 3
VMI BOV Endowment 314,000 293,000  (21,000) -6.7%
NCAA/Conference Assistance 35,000 60,000 25,000
Outside Trusts 62,000 75,000 13,000 21.0%

Total Restricted 8,307,000 8,622,000 290,000 3.5%
Federal Grants/Aid

SEOG 91,000 91,000 - 0.0%
PELL 975,000 952,000 (23,000) -2.4%
Total Federal Aid 1,066,000 1,043,000 (23,000) -2.2% 4
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Sources/Programs 2015 2016 Inc(Dec) %  Notes

Unrestricted
VMI Development Board--Athletics 550,000 500,000 (50,000) -9.1% 3
ROTC Room/Board Grants 158,000 165,000 7,000 4.4% 5
Financial Aid (primarily need-based) 400,000 150,000 (250,000) -62.5% 3
Cocke Scholarship 1,000 1,000 - 0.0%

Total Unrestricted 1,109,000 816,000 (293,000) -26.4%

Total Local Funds 10,482,000 10,481,000 (1,000) 0.0%

Total All 14,353,000 15,552,000 1,199,000 84% 6
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Cadet Financial Assistance
Notes

1.

State general funds are budgeted to increase $100,000 or 11.5% to $971,000 as approved by
the 2015 General Assembly. These funds are for in-state cadets with demonstrated financial
need.

VMI cadet financial aid consisting of tuition revenue and local unrestricted funds are
budgeted for $4.25 million or an $850,000 increase (25%) over the FY 2015 budget and a
$506,000 or 14% increase over the FY 2015 actual cost. These funds are mostly awarded to
out-of-state cadets with demonstrated financial need since these cadets are not eligible for
State financial aid funds and VMI lacks sufficient private scholarship funds for them.

Non-Virginia tuition and fees are almost twice the amount of in-state tuition and fees. Non-
Virginia cadets are projected to comprise approximately 40% of the Corps in FY 2016 and
about 65% are projected to qualify for need-based financial aid. Approximately 45% of in-
state cadets qualify for need-based aid which results in an overall average of about 53% of
the total Corps qualifying for need-based aid.

Sufficient financial aid is needed to help ensure the realization of the budget assumptions
regarding total enrollment and the mix of in-state and out-of-state cadets. The VMI cadet
financial aid budget is determined in consultation with the Director of Financial Aid and is
based on his estimate of the funding needed to supplement State, Federal, and private
restricted sources of aid.

Using a combination of grants and loans, VMI generally funds about 100% of the required
need of in-state cadets. VMI generally funded 80% of the required need of out-of-state
cadets through FY 2014, but in FY 2015 began funding about 70% of the need of out-of-state
cadets starting with the new class out-of-state cadets. This policy change is a cost savings
measure to curtail the growing cost of cadet financial assistance and to bring the program
into financial sustainability.

Note: For FY 2014, 59% of VMI’s graduates had loans. This consisted of 55%of in-state
graduates with an average loan balance of $23,767 and 67% of out-of-state graduates with
an average loan balance of 331,404. According to USA Today, average indebtedness
nationally for 2013 graduates (last year available) was $28,400.

Cadet financial assistance from the VMI Foundation (VMIF), the VMI Development Board
(DB), and the VMI Keydet Club (KC) is budgeted to total $8.8 million or about the same
level as in FY 2015.

The athletic scholarship budget totals $4.1 million or about 4.2% more than in FY 2015, It

funds the equivalent of about 108 full scholarships (about 58% VA cadets) or about 59% of
the NCAA maximum allowable for VMI's 9 men’s and 7 women’s sports receiving
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scholarships. Football is allocated about $2.0 million of the total budget and has about 57 full
scholarships or about 90% of the NCAA maximum.

. Federal aid funding for PELL grants are budgeted to decrease about 2% to bring the budget
closer to expected funding. This aid is awarded to the very needy cadets.

. VMI provides all 3-year and 4-year ROTC scholarship cadets with a $1,000 room/board
grant that is funded from private restricted scholarship funds and from VMI unrestricted
funds. The budget anticipates enrolling about 72 new (3-year and 4-year) ROTC scholarship
cadets bringing the total ROTC scholarship cadets in the Corps to about 351 or 21% of the
Corps (compared to 376 ROTC scholarship cadets in FY 2015 or 22% of the Corps).

. VMTI’s cadet financial assistance budget totals $15.5 million for an increase of $1.2 million or
8.4% over FY 2015. This compares to an increase in tuition and fees of 5.5% for in-state and
4.9% for out-of-state cadets. Taking into account the projected number of ROTC scholarship
cadets and other sources of outside funds to include loans that are not included in VMI’s
financial aid budget, this budget is considered about adequate for VMI to meet approximately
100% of the need of in-state cadets and about 70% of the need of out-of-state cadets with the
general policy of requiring needy cadets to assume some loan amount.

This budget represents 28% of VMI’s total projected tuition and fee revenues of $56.5
million for FY 2016 which is comparable to the 27% in FY 2015, This 28% “tuition
discount” consists mostly of restricted funds that are required to be used for financial
assistance (financial aid budget consists of 68% restricted funds and 32% unrestricted funds).
VMI’s “tuition discount” is significantly less than private institutions (average discount rate
estimated of approximately 35%-40%). The average discount rate for public institutions is
not readily available but is estimated to be less than VMI’s percentage.

VMTI’s tuition discount rate is probably higher than most other public institutions due to its
relatively larger private endowment which includes a significant portion of restricted
scholarships. However, the increasing number of cadets with demonstrated financial need
and the extent of their need have required VMI to use increasingly more of its tuition
revenues to meet the demand for financial aid. VMI needs more “restricted” scholarship
endowments to minimize the amount of tuition revenues that it must allocate to cadet
financial assistance. The VMI Campaign “An Uncommon Purpose™ will hopefully result in a
significant increase is such endowments.
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