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Auditor of Public Accounts Richmond, Virginia 23218

January 13, 2014

The Honorable Terence R. McAuliffe
Governor of Virginia

The Honorable John M. O’Bannon, IlI
Chairman, Joint Legislative Audit
And Review Commission

Michael Rao

President, Virginia Commonwealth University

INDEPENDENT AUDITOR’S REPORT ON THE
APPLICATION OF AGREED-UPON PROCEDURES

We have performed the procedures enumerated below, which were agreed to by the President of
Virginia Commonwealth University, solely to assist the University in evaluating whether the accompanying
Schedule of Revenues and Expenses of Intercollegiate Athletics Programs of the University is in compliance
with National Collegiate Athletic Association (NCAA) Constitution 3.2.4.16, for the year ended June 30, 2013.
University management is responsible for the Schedule of Revenues and Expenses of Intercollegiate Athletics
Programs and the Schedule’s compliance with NCAA requirements. This agreed-upon procedures engagement
was conducted in accordance with attestation standards established by the American Institute of Certified Public
Accountants. The sufficiency of the procedures is solely the responsibility of the University. Consequently,
we make no representation regarding sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose.

Agreed-Upon Procedures Related to the
Schedule of Revenues and Expenses of Intercollegiate Athletics Programs

The procedures that we performed and our findings are as follows:

Internal Controls

1. We reviewed documentation of accounting systems and operating procedures. We reviewed
the relationship of internal control over Intercollegiate Athletics Programs to internal control
reviewed in connection with our audits of the University’s financial statements. In addition,
we identified and reviewed those controls unique to Intercollegiate Athletics Programs, which
were not reviewed in connection with our audits of the University’s financial statements.



Intercollegiate Athletics Department management provided an organizational chart which we
reviewed with appropriate personnel. We also made certain inquiries of management regarding
control consciousness, the use of internal audit in the department, competence of personnel,
and protection of records and equipment.

Intercollegiate Athletics Department management provided us with their procedures for
gathering information on the nature and extent of affiliated and outside organizational activity
for or on behalf of the Intercollegiate Athletics Programs.

Affiliated and Outside Organizations

4,

Intercollegiate Athletics Department management identified all intercollegiate athletics-related
affiliated and outside organizations and provided us with copies of audited financial statements
for each such organization for the reporting period.

Intercollegiate Athletics Department management prepared and provided to us a summary of
revenues and expenses for or on behalf of the intercollegiate athletics programs by affiliated
and outside organizations included in the Schedule.

Intercollegiate Athletics Department management provided to us any additional reports
regarding internal control matters identified during the audits of affiliated and outside
organizations performed by independent public accountants. We were not made aware of any
internal control findings.

Schedule of Revenues and Expenses of Intercollegiate Athletics Programs

7.

Intercollegiate Athletics Department management provided to us the Schedule of Revenues and
Expenses of Intercollegiate Athletics Programs (Schedule) for the year ended June 30, 2013,
as prepared by the University and shown in this report. We recalculated the addition of the
amounts in the Schedule, traced the amounts on the Schedule to management’s worksheets,
and agreed the amounts in management’s worksheets to the Intercollegiate Athletics
Department’s accounts in the accounting records. We noted no differences between the
amounts in the Intercollegiate Athletics Department’s accounts in the accounting records and
the amounts on the worksheets. We discussed the nature of work sheet adjustments with
management and are satisfied that the adjustments are appropriate.

We applied certain analytical review techniques to the revenue and expense amounts reported
in the Schedule in order to determine the reasonableness of amounts reported therein. These
techniques included trend analyses and review of actual amounts in comparison to budget
estimates. We obtained and documented an understanding of significant variations.

Revenues

9.

We performed a walkthrough over Intercollegiate Athletics Department ticketing policies and
procedures. We compared tickets sold during the reporting period along with complimentary
tickets to the revenue recorded in the Schedule and related attendance figures. We found these
amounts to be materially in agreement.



10.

11.

12.

13.

14.

15.

16.

We compared student fees reported in the Schedule to amounts reported in the accounting
records and amounts from the University’s comprehensive fee allocated to intercollegiate
athletics. We found these amounts to be materially in agreement.

Intercollegiate Athletics Department management provided us with settlement reports and
game guarantee agreements for away games during the reporting period. The amount was
deemed immaterial for detailed testing.

Intercollegiate Athletics Department management provided us with a listing of all contributions
of moneys, goods or services received directly by the Intercollegiate Athletics Programs from
any affiliated or outside organization, agency or group of individuals that constitutes ten
percent or more of all contributions received during the reporting period. Except for
contributions received from Virginia Commonwealth University Foundation, an affiliated
organization, we noted no individual contribution which constituted more than ten percent of
total contributions received for Intercollegiate Athletics Programs.

We agreed the listing of revenues and expenses for or on behalf of the Intercollegiate Athletics
Programs by affiliated and outside organizations, to total contributions in the Schedule. We
found the amounts to be in agreement.

We reviewed amounts reported in the Schedule for direct institutional support, and indirect
facilities and administrative support. These amounts were deemed immaterial for detailed test
work.

Intercollegiate Athletics Department management provided us with a listing and copies of all
agreements related to participation in revenues from tournaments, conference distributions, and
NCAA distributions. We gained an understanding of the terms of the agreements and agreed
selected amounts to proper posting in the accounting records and supporting documentation.

Intercollegiate Athletics Department management provided us with a listing and copies of all
agreements related to participation in revenues from royalties, advertisements, and
sponsorships. We gained an understanding of the terms of the agreements and agreed selected
amounts to proper posting in the accounting records and supporting documentation.

Expenses

17.

18.

19.

Intercollegiate Athletics Department management provided us a listing of institutional student
aid recipients during the reporting period. We selected individual student-athletes across all
sports and agreed amounts from the listing to their award letter. We also ensured that the total
aid amount for each sport materially agreed to amounts reported as Financial Aid in the student
accounting system.

Intercollegiate Athletics Department management provided us with settlement reports and
game guarantee agreements for home games during the reporting period. We reviewed these
settlement reports and guarantee agreements and deemed this amount immaterial for detailed
testing.

Intercollegiate Athletics Department management provided us with a listing of coaches,
support staff, and administrative personnel employed and paid by the University during the
reporting period. We selected and tested individuals and compared amounts paid during the
fiscal year from the payroll accounting system to their contract or other employment agreement
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20.

21.

22.

document. We found that recorded expenses equaled amounts paid as salary and bonuses and
were in agreement with approved contracts or other documentation.

We discussed the Intercollegiate Athletics Department’s recruiting expense and team travel
policies with Intercollegiate Athletics Department management and documented an
understanding of those policies. We compared these policies to existing University and NCAA
policies and noted substantial agreement of those policies.

We obtained an understanding of the University’s methodology for allocating indirect facilities
support and ensured that amounts reported on the Schedule agreed to amounts recorded in the
accounting records.

Based on disbursements as listed in the accounting records, we tested payments to third parties
as a part of the fiscal year 2013 financial statement audit of Virginia Commonwealth
University. These disbursements included the various activities listed within the Schedule. We
found all reviewed amounts to be properly approved, in agreement with supporting
documentation, and properly recorded in the accounting records.

We were not engaged to, and did not, conduct an examination, the objective of which would be the
expression on an opinion on the Schedule of Revenues and Expenses of Intercollegiate Athletics Programs or
any of the accounts or items referred to above. Accordingly, we do not express such an opinion. Had we
performed additional procedures or had we conducted an audit of any financial statements of the Intercollegiate
Athletics Department of Virginia Commonwealth University in accordance with generally accepted auditing
standards, other matters might have come to our attention that would have been reported to the University. This
report relates only to the accounts and items specified above and does not extend to the financial statements of

Virginia Commonwealth University or its Intercollegiate Athletics Department taken as a whole.

This report is intended solely for the information and use of the President and the University and is not
intended to be and should not be used by anyone other than these specified parties. However, this report is a

matter of public record and its distribution is not limited.

AUDITOR OF PUBLIC ACCOUNTS

EMS/clj



VIRGINIA COMMONWEALTH UNIVERSITY
SCHEDULE OF REVENUES AND EXPENSES OF
INTERCOLLEGIATE ATHLETICS PROGRAMS
For the year ended June 30, 2013

Operating Revenue:
Ticket sales

Student fees

Guarantees

Contributions

Direct institutional support
Indirect institutional support

NCAA/conference distributions including all tournament

revenue
Program sales

Endowment and investment income
Royalties, advertisements and sponsorships
Radio and television Rights

Other

Total Operating Revenue

Operating Expenses:
Athletic student aid

Guarantees

Coaching salaries, benefits, and bonuses paid by the
University and related entities

Support staff/administrative salaries, benefits and
bonuses paid by the University and related entities

Recruiting

Travel, administrative and team

Equipment, uniforms, and supplies

Game expenses

Fundraising, marketing and promotions

Direct facilities, maintenance and rental

Spirit groups

Indirect institutional support

Medical expenses and medical insurance

Memberships and dues

Other operating expenses

Less: Reimbursement for E & G Program Support

Total Operating Expenses

Excess (deficiency) of revenues over (under) expenses

Men's Women's Men's Other Non-Program
Basketball Basketball Baseball Sports Specific Total

$ 1555606 $ 5575 $ 30,103 $ 18,322 $ 12,842 $ 1,622,448
- - - - 17,477,696 17,477,696
175,000 20,000 1,500 6,000 - 202,500
1,826,642 5,700 13,500 52,593 1,831,164 3,729,599
- - - - 190,731 190,731
- - - - 466,424 466,424
- - - - 406,547 406,547
- - - - 85,898 85,898
1,217,545 - - - 176,650 1,394,195
4,020 - - 525 934,473 939,018
4,778,813 31,275 45,103 77,440 21,582,425 26,515,056
615,090 511,677 283,946 2,360,083 127,851 3,898,647
386,000 16,000 - 6,000 - 408,000
1,839,969 559,944 233,797 1,208,024 2,115,047 5,956,781
1,165,173 70,606 - 55,560 799,444 2,090,783
141,456 71,053 22,127 47,126 115 281,877
505,763 190,033 140,949 508,913 438,787 1,784,445
107,094 75,159 71,466 323,188 450,578 1,027,485
1,800 - 1,200 375 231,656 235,031
- - - - 1,321,255 1,321,255
70,595 13,122 5,255 52,672 6,297,510 6,439,154
- - - - 89,241 89,241
- - - - 466,424 466,424
1,181 837 130 30,248 190,496 222,892
3,395 2,364 - 3,040 125,585 134,384
214,863 73,491 24,309 133,349 1,036,716 1,482,728
5,052,379 1,584,286 783,179 4,728,578 13,690,705 25,839,127
$ (273566) $ (1,553,011) $ (738,076) $ (4,651,138) $ 7,891,720 $ 675,929

The accompanying Notes to the Schedule of Revenues and Expenses of Intercollegiate Athletics

Programs are an integral part of this Schedule.



VIRGINIA COMMONWEALTH UNIVERSITY
NOTES TO THE SCHEDULE OF REVENUES AND EXPENSES OF
INTERCOLLEGIATE ATHLETICS PROGRAMS
FOR THE YEAR ENDED JUNE 30, 2013

1. BASIS OF PRESENTATION

The accompanying Schedule of Revenues and Expenses of Intercollegiate Athletics Programs have
been prepared on the accrual basis of accounting. The purpose of the Schedule is to present a summary of
revenues and expenses of the intercollegiate athletics programs of the University for the year ended
June 30, 2013. The Schedule includes those intercollegiate athletics revenues and expenses made on behalf of
the University’s intercollegiate athletics programs by outside organizations not under the accounting control of
the University. Because the Schedule presents only a selected portion of the activities of the University, it is
not intended to and does not present either the financial position, changes in financial position or cash flows for
the year then ended. Revenues and expenses are directly identifiable with each category presented and are
reported accordingly. Revenues and expenses not directly identifiable to a specific sport are reported under the
category “Non-Program Specific.”

2. ENDOWMENT

The Intercollegiate Athletics Department has one restricted and one unrestricted endowment
established for the benefit of the Department. The recorded value of one of the endowments totaled $89,931 at
June 30, 2013. The second endowment was established as a result of the settlement when the University ended
its affiliation with the Metro Conference. The recorded value of this endowment totaled $946 at June 30, 2013.
The University has entrusted all endowment funds to the VCU Foundation, an affiliated foundation, for
investment in the Foundation’s investment pool. Funds transferred to the VCU Foundation are subject to the
investment policies of the VCU Foundation.

The Foundation offers no guarantees relating to loss of investment value or rate of return on
investments. Further, amounts transferred to the Foundation must remain with the Foundation unless the
University Board of Visitors approves the use of these invested funds for specific University purposes.

3. CAPITAL ASSETS

The Intercollegiate Athletics Department follows the same policies and procedures as the University
for acquiring capital assets. Capital assets are stated at cost or, if donated, at fair market value on the date of
acquisition. Equipment costing $5,000 or more with a useful life of two or more years is capitalized.
Infrastructure assets are included in the financial statements and are depreciated. The University records
depreciation on property, plant and equipment, including capital leases and excluding land and construction in
progress, computed over the estimated useful lives of the assets based on the straight-line method. The general
range of estimated useful lives is 10 to 40 years for buildings and fixtures and 5 to 20 years for equipment. The
general range of estimated useful lives is 10 to 25 years for land improvements and infrastructure. Expenditures
for construction in progress are capitalized as incurred. Interest expense relating to construction is capitalized
net of interest income earned on resources set aside for this purpose. Capital assets at the time of disposal revert
to the Commonwealth of Virginia for disposition.



Athletics-related capital assets as of June 30, 2013 were as follows:

Land Improvements $ 3,282,691
Buildings 43,683,698
Equipment 1,893,861
Total Cost 48,860,250
Less: Accumulated Depreciation

Land Improvements 3,254,244

Buildings 15,911,526

Equipment 1,424,292
Total accumulated depreciation 20,590,062

Total athletics related capital assets, net $28,270,188
4. DEBT REPAYMENT SCHEDULE

The Virginia College Building Authority (VCBA) issues Educational Facilities Revenue Bonds (Public
Higher Education Financing Program). As a participating institution in this program, the University issued a
note payable to the VCBA. This note, along with the notes of other institutions, is held by the VCBA as security
for the Educational Facilities Revenue Bonds. For accounting purposes, the financing arrangement is
considered to represent a note payable. The Sports medicine facility was financed through the VCBA. The
notes have interest rates of 2.0 percent to 6.0 percent.

The debt matures as follows:

Fiscal Year Amount
2014 $ 266,764
2015 280,007
2016 293,250

2017-2021 1,671,494
Total $2,511,515

A summary of future interest requirements is as follows:

Fiscal Year Amount
2014 $111,105
2015 97,474
2016 83,176

2017-2021 193,877
Total $485,632

The Commonwealth issues the General Revenue Pledge Bonds (9d) for agencies and institutions of the
Commonwealth. For accounting purposes, the financing arrangement is considered to represent a bond payable.
The Recreation Center facility was financed through the Commonwealth bond issues. The bonds have interest
rates of 1.5 percent to 5.0 percent.



The debt matures as follows:

Fiscal Year Amount
2014 $1,701,884
2015 1,788,354
2016 1,124,107
Total $4,614,345

A summary of future interest requirements is as follows:

Fiscal Year Amount
2014 $230,717
2015 145,623
2016 56,206
Total $432,546

5. CONTRIBUTIONS

During the fiscal year ended June 30, 2013, the University received Athletics-related contributions from
the Virginia Commonwealth University Foundation, totaling $3,729,599, which constituted ten percent or
more of total contributions.
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