
COMMONWEALTH of VIRGINIA 
Office of the Governor 

Todd P. Haymore 
Secretary of Commerc� and Trade 

Ms. Florence G. Kingston 
Secretary/freasurer 
Industri� Development Authority of 

September 29, 2016 

. the City of Newport News, Virginia
 2400-Washington""Avenm;,3rd-ph:ror�

 

Newport News, Virginia 23607 

Re: Advanced Shipbuilding Training Facility Grant Program 
Amended and Restated Memorandum of Understanding 
Transfer of Apprentice School 

Dear Ms. Kingston: 

As you know, the Commonwealth of Virginia has made all of the Advanced Shipbuilding 
Training Facility Grant payments due under .the Amended and Restated Memorandum of 
Understanding dated as of August 31, 2011 among the Commonwealth, Huntington Ingalls 
Incorporated and the Industrial Development Authority of the City of Newport News, Virginia. 
Capitalized terms used in this letter will have the meanings given to them in that Memorandum. 

Section 6( d) of that Memorandum provides that upon the fulfillment of the conditions set 
forth in the Act, the Company may request a determination from the Commonwealth that the 
Company has met the .conditions of the Act. Upon such determination, the IDA, in conjunction 
(as need be) with the developer of the private property located adjacent to the New Training 
Facility, will transfer title of the New Training Facility to the Company. 

The Act required that the Company: 

• Make a Capital Investment of at least $300,000,000 from January 1, 2009 through
December 31, 2011 related to advanced shipbuilding in the Eligible City;

• Create at least 1,000 New Full-Time Jobs within the Virginia Class Submarine
Program;

• Maintain an apprenticeship program accredited by the Council for Occupational
Education with an average annual enrollment of at least 750, and with articulation
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agreements with local community colleges that allow its graduates to qualify for 
accredited associates degrees from those institutions; and 

. • Maintain a level of expenditures directly or indirectly supporting training 
activities at least equal to the Base Training Expense. 

The Company has met each of these conditions. 

The Act further required that: 

• The Eligible City or a private developer build the New Training Facility;
• The Company use the New Training Facility during the period of the Grant;
• The New Training Facility be a part of a development plan approved by the Eligible City

and the Company that includes additional private capital investment adjacent to the New
Training Facility that is equal to or greater than the cost of the New Training Facility; and

                        =.�"fneCompany waive its nght to apply for .grants under subsection B of llie Act. 

Each of these conditions has also been met. 

Toe Commonwealth hereby determines that the Company has met the conditions of the 
Act. 

We are grateful to the Company for its continuing commitment to the Commonwealth, 
and to the IDA for its effective leadership in growing the economy of the Eligible City. 

TPH/sjm 

cc: Mr. Daniel C. Gundersen; VEDP 

Sincerely, 

la:>'Pft---
Todd P. Haymore 

Mr. William C. Bell, Vice President, Human Resources and Administration, Newport 
News Shipbuilding 



� Newport News 

� 
Shipbuilding 

The Honorable Todd Haymore 
Secretary of Commerce and Trade 
P.O. Box 1475 
Richmond, VA 23218 

Dear Secretary Haymore: 

September 16, 2016 

Five years ago the Newport News Shipbuilding Division of Huntington Ingalls Incorporated 
("NNS"), the City of Newport News, Armada Hoffler, and the Commonwealth of Virginia embarked on a 
unique and successful partnership to create a new NNS Apprentice School campus in downtown 
Newport News. 

The 2011 legislation (Section 59.1-284.23 of the Code of Virginia) and the subsequent 
Memorandum of Agreement ("MOA") between the Commonwealth and Newport News Shipbuilding 
("NNS") gave the Company, as the Qualified Shipbuilder, the option of taking title to the real and 
tangible personal property of the Apprentice School at the end of the grant period established by the 
statute. By this letter we exercise that option. In accordance with Section 6(d) of the MOA, we request 
you to determine that NNS has met the requirements of the Act and to direct the private developer, 
Armada Hoffler, and the Newport News Industrial Development Authority to transfer ownership to NNS 
by the end of 2016. 

The legislation and MOA established several specific performance standards which the 
Company has met or exceeded on schedule. This compliance has been documented in annual reports 
on our performance in the calendar years 2011 through 2015, the most recent of which was filed earlier 
this year in our final grant application. 

Success in meeting the requirements has flowed from the Company's success in fulfilling its 
obligations to the United States Navy to accelerate production of Virginia Class Submarines at its 
facility, from one ship per year to two ships per year. 

o The Company pledged to invest $300 million in new capital projects within a specified
time period and instead invested $358 million, most of it for a new facility building bow
sections for the submarines.

o The Company pledged to add 1,000 full time equivalent jobs within the submarine
program, and instead added more than 1,600 by the end of 2015. It has also met a
requirement that those positions pay better than the city average.
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o The Company pledged to maintain its Apprentice School at a certain enrollment and with
certain accreditations and articulation agreements, and has done so.

o The Company pledged to maintain its overall internal training expenses, but instead has
reported substantial growth in its internal training expenses during the period.

The requirements imposed on the Company were supplemented by requirements placed upon 
the city and a private developer to invest specific amounts to build a new training facility with adjacent 
housing, parking and commercial space. Those requirements and deadlines were also met, as 
previously reported, and the facilities are in use as intended. 

This four-way agreement between a company, a locality, a private developer and the 
Commonwealth to pay for a new training facility has been of benefit to all of them. The new school 
building is an educational asset for the Company, for the region and for the Commonwealth, and its 
graduates will be leading the shipbuilding industry for decades to come. The success will continue and 
the partnership with the Commonwealth will remain strong. Thank you for all the support you have 
shown. If we can answer any additional questions related to our desire to assume full ownership of this 
vital facility, please let us know. 

Copy to: 
Sandra J. McNinch 
General Counsel 
Virginia Economic Development Partnership 
901 East Cary Street 
P.O. Box 798 
Richmond, VA 23219 

Vice President, Human Resources and 
Administration 
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Mr. Maurice Jones 
Office of the Secretary of Commerce and Trade 
Commonwealth of Virginia 
Patrick Henry Building 
1111 East Broad Street 
Richmond, VA 23219 

March 24, 2016 

Re: Application #5 for Grant Payment in accordance with the Amended and Restated 
Memorandum of Understanding ("the MOU") between the Commonwealth of 
Virginia, Huntington Ingalls Incorporated and the Industrial Development 
Authority of the City of Newport News, Virginia, dated August 31, 2011 

Dear Secretary Jones: 

On behalf of the Industrial Development Authority of the City of Newport News, Virginia 
("IDA") and Huntington Ingalls Incorporated (''the Company''), I hereby certify and deliver 
pursuant to Section 3.(b) of the MOU, the required Application for Grant Payment with attached 
documentation which evidences fulfillment of all of the required Grant conditions and 
performance targets for the fifth grant payment. 

Documentation for Section 3.(b)(i) through (vi) is provided by the attached report from the Vice 
President of Human Resources and Administration of Newport News S�building, a division of 
Huntington Ingalls Industries, with detail in Attachments A through C. Documentation 3.(b) 
(vii) is evidenced through the City of Newport News City Council Resolutions #12153-11 and
#12260-12 which are attached. The IDA authorized execution of the Development Agreement
and all other necessary documents on November 4, 2011. Closing and execution occurred on
February 29, 2012. Construction and occupancy dates required to be reported under 3.(b)(viii)
and 3.(b)(ix) are March 19, 2012 for construction startup of the New Training Facility and March
26, 2012 for construction start up on the private capital investment. The New Training Facility
was substantially complete in November 2013 and a Certificate of Occupancy was issued on
December 7, 2013. Attached is a letter from the Developer documenting construction start dates
and private investment expenditure levels.

Economic Development Authority and Industrial Development Authority 

City of Newport News I 2400 Washington Avenue. 3rd Floor I Newport News, VA 23607 I Tel: 757.926.8428 I www.newportnewsva.com 
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March 24, 2016 

Upon satisfaction of the Secretary that the grant payment conditions and targets have been met, I 
request the scheduled Fiscal Year 2017 and final Grant Payment for this project be made to the 
IDA in the amount of$7,155,840.00. I have included for your convenience ofreference a copy 
of the fully executed MOU, including Exhibit A which sets forth the scheduled payments of the 
grant. The Apprentice School facility is an exceptional economic asset to the City, the Hampton 
Roads area and the Commonwealth, and we appreciate your tremendous support of this project. 
IfI may be of further assistance, please contact me at (757) 926-3792. 

Sincerely, 

4k« K.\�v-
Florence G. Kingston 
Secretary/Treasurer 

Enclosures 

FGK:zml 
P:\Accounting\Accounting 16\Apprentice School\Grant Application#S.docx 

Copy to: Interim President and CEO, VEDP (Dan Gundersen) 
General Counsel, VEDP (Sandra J. McNinch) 
Vice President of Human Resources and Administration, HII (William C. Bell) 
Manager, State Government Affairs, HII (Stephen D. Haner) 
Law Department, HII (Ann Pharr) 
IDA Chair (Wendy C. Drucker) 
General Counsel, IDA (Raymond H. Suttle, Jr.) 
Manager of Development (Cherry L. Croushore) 
Financial Services Administrator (Zoe M. Lumpkin) 
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Newport News 
Shipbuilding 

March 15, 2016 

Ms. Florence Kingston 

Secretary/Treasurer 
Industrial Development Authority 

Of the City of Newport News 

2400 Washington Avenue, 3rd Floor 

Newport News, VA 23607 

References: 

WilliamC.Bell 

Vice President 
Human Resources and Administration 

4101 Washi ngton Avenue 
Newport News. VA 23607 

Telephone 757-380·7447 

William.Bell@hii-nns.com 

Re�eiv�d 
Dept. ofDevelopmeAt

MAR 2 1 t'.016 

c;:;,� 

(1) August 31, 2011 Amended and Restated Memorandum ofUnderstanding ("the MOU")
between the Commonwealth of Virginia, Huntington Ingalls Incorporated, and the Industrial
Development Authority of the City of Newport News

(2) Section 59.1-284.23 (the "Act") of the Code of Virginia ofl 950

Attachments: 
(a) Steve Haner's Memorandum to Bill Bell, dated 3/10/16, Virginia Class Submarine

Employment Growth
(b) Summary of2015 Formal Training Costs
(c) Everett Jordan's Memorandum to Bill Bell, dated 1/11/16, Training Grant Application with

the Commonwealth of Virginia

Dear Florence: 

I'm pleased to report that Huntington Ingalls Incorporated has met the performance requirements of the 
2011 MOU and the Act, and the Industrial Development Authority is eligible to receive the fifth and 
final Advanced Shipbuilding Training Facility Grant. Please include this report as part of your 
application to the Virginia Economic Development Partnership Authority, along with the supplemental 
information required of the IDA. 

A DIVISIOr� or HUNTINGTON ING/\LLS INDUSTHIES 

HUNTINGTON INGALLS INDUSTRIES PRIVATE/ PROPRIETARY LEVEL I 
www.huntingtoningalls.com 
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To: Florence Kingston - 2 - March 15, 2016

To summarize:

� During the capital expenditure performance period of2009 through 2011, the total capital
expenditure within the City of Newport News was $357.96 million, well in excess of the
$300 million required in the Act and the MOU. No additional capital spending was 
required to qualify. However, to maintain that compliance, we report that the assets
purchased during that reporting period remain in place.

v"i) The 2015 full time equivalent employment level within the Virginia Class Submarine 
program was 4,648, measured in accordance with the MOU. This exceeds the 4,010 target
outlined in the MOU. The base figure for 2008 was 3,010. More detail is provided in
Attachment (a).

/3) The average annual wage or salary for those employees was $61,464. That figure does not
include fringe benefits. This is also discussed further in Attachment (a).

/4) Internal training expenses for 2015 were $81.2 million, substantially higher than the 
baseline training expense of $53 million for 2008 outlined in the MOU. They are described
in detail in Attachment (b ).

Vs) The Apprentice School met all performance requirements outlined in the MOU and the Act.
A report from the school's director is Attachment (c).

The information summarized in this letter and provided in detail in the attachments is considered 
proprietary and confidential, because it includes details we do not publicly disclose. It is provided to
meet the reporting requirements of the MOU and the Act. If you have additional questions or need
additional details, please do not hesitate to contact me or Steve Haner.

We have used the new Apprentice School facility for more than a year and it is proving to be, as
everyone expected, a major asset to both the shipyard and to the city. Thank you for all your
leadership and guidance in this matter.

cc: Matthew J. Mulherin
Thomas J. Cosgrove
Stephen D. Haner

Very truly yours,

Z7,AM/5MA 
William C. Bell

A DIVISION OF HUNTINGTON ING/\LLS INDUSTRIES 

HUNTINGTON INGALLS INDUSTRIES PRIVATE/ PROPRIETARY LEVEL I 
w.wi. huntingtoningalls.com 



To: 

From: 

Date: 

Subject: 

N�wport News 
Shipbuilding 

Bill Bell 

Manager, State Government Affairs 

March 10, 2016 

Virginia Class Submarine Employment Growth 

memo 

The following Is confidential proprietary information for release to the Newport News 
Industrial Development A4thority and the Virginia Economic Development Partnership Authority for 
reporting purposes. It should not be further disseminated without our permission. 

During 2015, Huntington Ingalls Jncorporated met the employn:ient growth requirements 
to qualify tor the �dvanc�� $hipbiJ.ilding Trainln� Facility Grant. The �nnual �verage .employm�nt 
level within the Vlrgiriia c:1��s Submarine Program for the year was 4,648, well above the target for
2015 of 4,010 listed in the August 31, 2011, Memorandum of Understanding. 

Given the nature of our work, for th.e purposes of compliance with the grant requirements 
employment within the Virginia Class s·ubmarine program is tracked by contract hours. The 
assµmption is 8 �dditlona,I hc;,ur� workea by a full time Huntington Ingalls employee and billed to a 
VCS hull �ntract Is an additional equivalent employee day. Full compliance with the MOU requires 
8,000 a9ditional hours per work day, as compared with the 2008 base year, during 2015. This· will 
meet th'e definition of 1,000 additional jobs. 

All hours track�d �re wofked by full time employees of the co_mpany, as defined by the 
statute. The hours are those of all employees, Including those enrolled in our apprentice program, 
with time billed directly to the Program. Only hours biiled directly to the VCS c�_rtracts are counted, 
so paid leav:e or time spent on some other contract or some other activity not �llled to the contract are 
n9t included. Np indirect hours are included. �o employees of vendors, contractors or U.S. Navy 
personnel assigned to the Program are lricluded. 

The average annual bas� compensation for a full time emplqyee who was on roll for all 
of 2015 was $61,464 '(that figure does not include the value of employee benefits). 

NN 26-Proprielarylevel1 (REV 3) 

HUNTINGTON INGALLS INDUSTRIES PRIVATE/ PROPRIETARY LEVEL I 



The VCS employment levels (as defined) and average annual wages (without benefits) 
are summarized on the followlng chart: 

Aven�ge Annualized 
VCSEM Base Pav 

2()08 3,010 4,9,754 
2009 3,439 52,374 
2b10 3,444 53,622 
2011 3,391 55,578 
2012 3,719 56,160 
2013 3,925 57,138 
2014 4,530 58,989 
2015 4.648 61,464 

While we are not required to report this under the agreements, the reported growth 
within the Virginia Class Submarine program c�n be sub_stantiated by overall emplqyment growth 
within th� shipyard. Th� average annual employment lev�J at the shipyard in Virginia, reported to the 
Vir.9inia E,:nploym�nt Commission for unemployment insurance tax purposes, was 18,246 in 2opa 
and was 21,366 in 2015. 

All data was pulled from reports produced by the VGS Program business office. 

Attachment A 

NN 28-Proprietarylevel1 (REV 3) 
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- - .. .. -
Summ_ary of 20'15 Form�I Training Costs - Final 

,�llf onnal .:Tralnliijffl::ostsl or.;20�·5 -
.Cite11):D 

20J1 s:GvemeaillCQ.S_ts• 
� - - ..liuJtioo R�imliurs�ment� 

I Dollars 

I $ 27,795,739 

6,146,620 I 

Houis I Aw. SIHii:. 
617,640 I NIA 

- I NIA 

lndiiect'llriliWe}Labor 1. 11s.693 I $ 21.82 I 

Totals 2,264,836 
• Costs and Hours related to Training r hours and dollars. 

•• Tuition Reimbursement appears under 035 (i.e., centralized cost for NNS) 

Percent of 
Tolal Trainee Tralriee Depai:;tment 

Hours Hours . Hours t!) 
' � .. cm � T olal.Hours 
The Aporentli:e School 450,172 337 949 75% 
Production and Maintenance 548,713 400,366 73% 
Trainina Services 58,567 - 0% 
Nuclear Skills Tralnlna • 067 366,621 260,900 71% 
Leadershio Develooment 75,945 42 019 55% 
Technical Skills Development 222,727 186,746 84% 
Career & Professional 80,278 68,851 86% 
Leaming Technology 21,508' 419 2% 
Nuclear Training - E84 34,465 19,978 58% 
Radloloalcal Control 102,155 41,285 40%
Reactor Services Tralnlna 35,356 35,356 100% 
Miscellaneous 268,328 253,326 94% 

Total Hours 2,264,836 1,647,196 73% 

Talal Percen_tot 
Di�nt Tnilrilrig fotaJ Tiilnlng 

�ollirs D.� 

Production and Maintenance $ 15,864,924 19.5% 
The Aporentice School $ 15,731,237 19.4% 
Technical Skills' Development $14,131,946 17.4% 
Nuclear Skills Trainina • 067 $ 12,256,569 15.1% 
Radioloaical Control $ 3,262,930 4.0% 
LeadershlD Develooment $ 3 002,912 3.7% 
Training Services $ 2,321,546 2.9% 
Reactor Services Training $ 1,212,711 1.5% 
Nuclear Tralnlna - E84 $ 1,167,456 1.4% 
Career & Professional $ 2 924,655 3.6% 
Leaming Technoloav $ 1,315,629 1.6% 
Miscellaneous $ 8,011,848 9.9% 

Total Dollars 81,204,363 100% 

Percent of 
T (l.taJ Trainee 

I� Hours 

20.5% 
24.3% 
0.0% 
15.8% 
2.6% 
11.3% 
4.2% 
0.0% 
1.2% 
2.5% 
2.1% 

15.4% 
100.0% 
- -

Total Trainee 
Dollars 

$10,064,799 
7,393,820 
6,214,149 
8,123,512 
1,263,400 
2,110,256 

-
1,212,711 

751,680 
2,492,065 

13,552 
7,622,059 

$47,262,004 

' 

--
Rercentof 11 Indirect 

T otiil Tralritte Dollars�r 
. Dollars Hour 

,.. 

21.3% $24.08 
15.6% $21.88 
13.1% $33.28 
17.2% $31.38 
2.7% $30.68 
4.5% $50.22 
0.0% $0.00 
2.6% $0.00 
1.6% $36.52 
5.3% $36.20 
0.0% $32.31 
16.1% $32.13 
100% $27.82 

I Direct 
Dollars R.Qr 

Hour 

$32.56 
$0.00 
$0.00 

$30.95 
$30.60 

$0.00 
$0.00 

$34.30 
$39.00 

$0.00 
$0.00 

$29.41 
$30.87 

HUNTINGTON INGALLS INDUSTRIES PRIVATEJPROPRIETARY LEVEL I 
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To: 

Newport News 
Shipbuilding 

William C. Bell 

memo 
Vice President, Human Resources and Administration 

From: Everett H. Jordan 
Director, Education 

Date: January 11, 2016 

Subject: Training Grant Application with the Commonwealth of Virginia 

I am pleased to update you on the current status of The Apprentice School with respect to the 5lh and final 
training grant application with the Commonwealth of Virginia. 

First, le� me confirm that the School is operational with 782 apprentices enrolled in 19 trades and 8 optional, 
advanced programs. We h;ave started the Winter 2016 Academic Term of the World Cl�ss phipbuUder 
Curricul�m c:1nd the Spring semester cl.asses for advanced stu.denfs in pc:irtnership with Thomas N�_lson 
Community College, Tidewater Community College and Old Dominion University are underway as well. 

Second, our average enrollment for the calendar year 2015 was 794 apprentices. We completed the year 
with 770 on roll, h�ving g�(;fuated 170 apprentices. Preparations are underway for our-formal graduation 
ceremony scheduled for Febru;ary 201n. 

Third, artic�lation agreements remain in effept with the following colleges and universities: Christopher 
Newport University, Hampton University, Old Dominion University, Saint Leo University, Strayer Univ�r�ity, 
Thom�s Nel�on Community College, Tidewater Community College, Paul D. Camp Community College 
and Virginia Wesleyan College. 

Fourth, we remain fully accre9ited with the Accreqiting Commission of the Council on Occupational 
Education (COE), a n.ational accrediting agency recognized by the U.S. Secretary of Educ�tion. COE's 
scope includes non-degree granting and applied associate degree-granting postsecondary occupational 
education institutions .. our last reaffirmation of accreditation was granted in 201 O for the maximum period 
of six yea�s. We have spent much of 2015 prep�ring for an April 2016 site visit from the !3,Ccreditihg 
commlss"ion for reaffirmation. We fully expect to have our accreditation reaffirmed for the maximum period 
of six years. 

Thank yol,I for this oppof1unity to update you on the status of our program. We are excited about having 
completed our second full year in tne new school and look forward to the opportunities it presents to our 
student body, faculty/staff, alumni a11d the company in the years ahead. We look forward to continuing to 
work with you and others on the fulfiliment of the training grant application. 

C: Stephen D. Haner 
Thomas J. Cosgrove 
Ray C. Bagley 

NN 26 (Rev.10) 
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RESOLUTIO� NO. 12153-11 ---------

I
l 
I 
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�i/i��i�1�������%�-7����,;� .. 1=i1��.� i���g��:E���ii.; I 
0� A BROi\D SCALE TO INCLUDE AN A.'.PPROX1Iv1ATELY 85,000-SQlJARE-FOOT i
STATE�OF-THE-ART APPR.El\T]CE SCHOOL, 174 MARKET-RATE/AFFORDABLE I
APPREXflCE AND \VORKFORCE HOUSING UNITS, 30,000 SQUARE FEET OF RETAIC,
380-SPACE PARKING GARAGE A.1�'D GREEN AREA, IN A CAMPUS-LIKE SETTI?\G 0� \
A� APPROXIMATELY 6-ACRE SITE GENERALLY BOU1'.'DED BY THE PA�G i 
GARA.GE AT 30TH STREET ON WASHINGTON A VENUE, 34TH STREET,\\'ASHINGTON l 
A VEl\ uE A1\1D \VEST A VENUE (THE PROJECT). 

WHEREAS, the City C9tmcil of the City of Newport News, Virginia (Council) has! 
evaluated the above described Project, and detennined that it is in the best interests of the citizens! 
of the City of Ne\\'port News (City) for the City to support the Project on certain, limited tenns: 
genera!ly outlined herein: and j

i 

WHEREAS, the Council recognizes that the Commonwealth of Vfrginfa has provided I 
I innovative funding under the Advanced Shipbuilding Training Facility Grant Program (the Grant) l 

for the development of a New Training Facility for Newport News Shipbuilding, a division of I 
Huntington Ingalls Industries, Inc. (the Shipyard), cmTently refoned to as the Apprentice School, 
project (the A-School), to be located in Downtown Newport News; and I

i 
i 

\VHEREAS, the Council wholly supports the Commonwealth Grant to provide a new stale- ! 
of-the-art A-School, a� _it will direc_tly strengt�e� the Shipyard, the City's single largest emp�oyer I 
and taxpayer, and facrhtate the Shipyard's ab1hty to attract and compete for the most qualified, i 

,· . -
talented students for the A-School program now and into the future; and I 

\.VHEREAS, the Council is aware that in the summer of 2010, t11e Shipyard publicly I 
solicited proposals for development of the A-School and encouraged responders to submit plans l 
that leveraged the Grant and included complementary development for the A-School and the 1 
traditional DowntO\vn; and I 

I 

WHEREAS, the Council was advised that the Shipyard subsequently selected Annada/­
Hoffler Development Company, L.L.C., a Virginia limited liability company (Armada Hoffler), or 
its assigns, as the prefe1Ted development partnerto work with the City. the Commom.vealth ai.1clthe-; 
Shipyard to leverage the Grant and deYelop a sustainable, mixed-use, highly impactive pr�ject !
which furthers the City's longstanding redevelopment efforts; and l 

i 
I 

\ 
W�ERE�S, t�e Council �n�erstands that �ada Hof�e� pr�poses. a public/pri�ate i 

collaborative proJect with total capital mvestment exceedmg S70 m1lhon. mcludmg a state-of-rhe-
art A-School, parking garage, a�prentice and work�orce housing, ground-lev�l retail that inclu�es i 
much needed restaurants, medical and other services, and creates a sustamable, campus-style l 
setting in the traditional downtown area of the City; and· 
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\ \' H ERE::\.S, the Council believes the Project reinforces the City's longsrnnding 1
ri.xkveloprnem effons in the Downtmvn, complementing prior successful collaborative projects! 
including, but nor limited to, VSS, Sears, Downtown Engineering Center, Herbe11 H. Bnrernanl! 
Virginia Advanced Shipbuilding and CmTier Integration Center, and notably, the nearby Navy 
Housing Project; and '

I 
WHEREAS� tbe Council further believes the Project will result in numerous additionai! 

irnpommt benefits to the City, such as generating increased tax revenues, adding to the ,·ibranc;y! 
of the Downtown by providing Apprentice student and workforce n�sidential opportunities and ! 

supporting retail services, and positi ve1y impacting the value of other publicly�O\vned land in the I 
vicinit"" and I 

J' 
I 
! 

\VH ERE AS. for these reasons the Council desires to supp011 the Project; and 

WHEREAS, to further the implementation of the Project, the Council is requesting the 
lndustrial De,·elopment Authority of the City of 'Newport News, Virginia (IDA) to serve as a l

conduit. for the Grant fonding as requested by the Shipyard and A1111ada Hoffler, and 10 be the 1 

co1�duit for any local Project incentives� and 

WHEREAS, it is the Counci1 1s expectation that the IDA ,vill negotiate comprehensively 
Iand in good faith the tem1s and conditions of various agreements with Annada Hoffler, the! 

Shipyard and the Commonwealth, as applicable, to detail the responsibilities of each respective 
party and will advise Council of material tem1s and conditions prior to execution of the agreements; i 
and 

I 
WHEREAS, to fhrther identify its suppot1 of the Project and to advance implementation! 

of the P�·oject, the Cou:1cil dire:ts the �itr ?\�una_ger to pr�ceed �o undertake the necessary! 
steps:"actlOns to accomphsh the City's part1c1pation m the ProJect, to mclude: 

a. Conveyance of City-owned property within the proposed Project boundaries (3301
Washington Avenue, 129 3yJ Street and 126 34m Street) to the IDA;

b. Requesting the Newport News Redevelopment and Housing Authority (1'.�"'R.HA)!
to conveyt\1:\.'RHA - owned property within the proposed projectboundaries(310{
3315 and 3317 Washington A venue) to the IDA;

c. Preparing for future Council consideration a flexible plan of finance and documents
relating thereto to fund the City's commitment of.approximately S15.5 million_.

1primarily through inclusion annually in the City·s Capital Improvement Plan, oveq
a longer-term period, with options for early payment opportunities, to fund the-I
City's participation in the Project components ofland assembly, stmctiired parking 1

1 and off-site infrastructure and utility improvements/relocations;

d. lni tiating a p Ian for off-site public infrastructure, including necessary street closures I 
2 
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at 32nd and 33rd Streets, and utilitv relocation. un.denzroundinQ and ttpQradfog
.I • ..... "- '""' .... i 

sunounding the Project; 
.I Pro.viditig guidance and direction, as applicable. t� the IDA in its negotiations of the j 

vanous agreements needed to effectuate the ProJect; a11d 

ldentifying, evaluating and coordinating suitable Downtown properties for option 
for potentia1 future phases of development. 

I 
1\"0W, THEREFORE, BE IT RESOLVED by the Council of the City o(l\e\vport News, I 

Virginia: 
J 

1. That it hereby suppm1s a significant mixed-use redevelopment project in the City's J ·
traditional Downto\vn, envisioned on a broad scale to include an approximately 85,000-square-foot I 
state-of:the-art Apprentice School,. 17 4 mark�t-rate/affordable apprentice and workforce h�using_ l 
units, 30,000 square feet of retail, 3SO-space parking garage and green area, in a campus-like I
setting on an approximately 6-acre site generally bounded by the Parking Garage at 301h Street on \ 
Washington Avenue, 34th Street, Washington Avenue and West Avenue. l� ' 

I 
2. That based on the reasons stated in this Resolution, the totality of which clearly i

demonstrates to Council that the City's participation in the Project is in the best interests of the! :-t 

citizens of the City� Council h�reby reques�s that the IDA serve in the role ontlined herein with j .. 
respect to the ProJect, and directs tl1e City Manager to proceed to u11de11ake all necessary i 
steps/actions stated above. to identify the City's �articipati�n in t�e Project as se( f�rth herein_ a�d} 
to schedule, as appropnate, all necessary City Counc1l actions to accomphsh the C1ty·s; 
participation in the Project in a timely fashion. ! 

I 

That this resolution shall be in effect on and after the date ofits �doption, June 14, 1·-3. 

1011. 

I-
- r

PASSED BY THE COUNCIL OF THE CITY OF NEWPORT NEWS ON JUNE 14,201 t I 

Mabel Washington Jenkins, MMC 
I City Clerk 
I 

McKinley L. Price, DDS 
Mayor 

I 

II A tn.ie copy, teste: 
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RESOLUTIO� NO. 12260-12 I 

I 
A RESOLUTION OF THE COUNCIL OF THE CITY OF NEWPORT NEWS, VIRGINIA, I
APPROVING A MORAL OBLIGATION AGREEMENT FOR THE BENEFIT OF THE! 
INDUSTRIAL DEVELOPMENT AUTHORITY OF THE CITY OF NE\VPORT NEwsJ
VIRGINIA, INSUPPORTOF ANADVANCEDSHIPBUILDINGTRAININGFACILITY ANDI 
ADJACENT, RELATED, HIGH-QUALITY N!fXED-USE DEVELOPMENT. I

\VHEREAS, the Industrial Development Authority of the City of Newpo� News, Virginia! 
(the Authority), was duly established by the City Council (the Council) of the City of Nc-.vportl 
News, Virg�nia (the CitY.�· and is duly organi�e� �nder the Industrial Development and Revenu:ei 
Bond Act, Chapter 49, 11tle 15.2, Code of Virgmia of 1950, as amended (the Act); and . 

I 
\VHEREAS, under the Act it is the purpose of the Authority to promote industry and ! 

develop trade by inducing manufacturing, industrial, govenunental, educational and commercial! 
enterprises to locate in or remain in the Commonwealth of Virginia for the purpose of promoting! 
th� s�f�ty, he_alth, \\:elfare, conve�ence or prosperity of the inhabitants of the Commonwealth ofi 
Virginia, or for the rncrease ofthe1r commerce; and i 

I 

\VHEREAS, pursuant to an Advanced Shipbui!ding Training Facility Grant Program (th) 
Grant Program) established under Section 59.1-284.23 of the Code of Virginia of 1950. as\ 
amended, Huntington Ingalls Incorporated, a Virginia corporation, formerly Northrop Grummahj 
Shipbuilding, Inc. (HII). the Authority and the City inte11d to cause the development of a new state!
of the art shipbuilding training facility (the New Training Facility) .on several parcels of land!
localed in the downtown area of the City and, in concert therewith, cause additional high-quality!
development adjacent to the New Training Facility, i�cluding an approximately 380-space multi-1
story parking stmcture with controlled ac.cess to designated areas such that users may have access 
on a monthly, daily or hourly fee basis, along with surface parking spaces within tile project area 
(the Parking Facilities), and apprentice and workforce rental housing-to be made available to the! 
public along with retail, restaurant or other commercial facilities (Housing/Retail), all such; 
additional development to constitute the Private Capital Target, as defined and described in thej 
Grant Program and required thereby, the New Training Facility, Parking Facilities and· 
Housing/Retail defined herein collectively as the Project (the Project); and 

WHEREAS, the New Training Facility, together with the Capital Investment (as definedi 
and described in the Grant Program) to be made, the New Full-Time Jobs within the Virginia Classl 
Submarine Program (as defined and described in the Grant Program)to be created and maintained,1 
the Training Expense (as defined and described in the Grant Program) to be incurred and the( 
Private Capital Target to be achieved, are expected to (a) create and maintain additional full-time\ 
jobs within the Virginia Class Submarine Program in the City totaling 1,000, (b) result in at Ieast1 
$300 million of Capital Investment by HII, (c) maintain a level of Training Expense in each! 
calendar year of no less than $59,957,919, ( d) maintain an apprenticeship program \Vith an average[ 
annual enrollment of at least 750 students and a1ticulation agreements with local community, 
colleges, (e) create private non-public capital investment in real property, tangible personal\ 
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property or both, in an amount equal to or greater than the cost of the New Training Facility and, 
(�.result in subs_tantial increas:s in the Ci�'s tax base and t.ax. and fee. revenues benefitting the!
c1hzens of the City and pro

�
11otmg econom1c deve

'.
opment w1thm the City's do,,.

:
ntown area; and

! 
\VHEREAS� Washington Avenue Associates, L.L.C. (the Developer), an affiliate o.fi 

Annada HoD:ler Development Company, has been selected by HU to develop the Ne\v Training! 
Facility and to unde1take the adjacent development in order to achieve the Private Capital Target;I 
� I 

\VHEREAS, to induce the Project (now expected to cost approximately $70,000,000), the! 
City and the Authority participation includes financial support of land assembly, delivery o� 
structured and surface parking, utility relocations and improvements and other public infrastructure�! 
md I 

I 

I 

\VHEREAS, it has been represented to the Council that the Authority, the Developer and! 
HU have abrreed to a development plan for the Project and have delivered the appropriate! 
agreements to proceed with such development plan {the Development Agreements) as required byl 
the Grant Prof,'Tam and the Amended and Restated Memorandum of Understanding dated as of\ 
August 31, 2011, between the Commonwealth of Virginia, the Authority and Hfl; and I 

WHEREAS, under such Development Agreements, the Developer is required to construct 
the Parking Facilities for lease to the Authority, the Authority is required to enter into a Parking, 
Structure lease (the Parking Structure Lease) which includes rental payments to provide recovery! 
by the Developer of the development and financing costs for land assembly, parking facilities 

Iconstruction costs and utility relocations and improvements within and around the Project area and l 
the Authority is required to secure such rental payments by entering into a moral obligatiQn 
agreement with the City whereby the City, subject to annual appropriation by City Council, will 
provide the necessary fonds to pay the Authority's rental payments under such Parking Structure,· 
Lease� and 

WHEREAS, the Parking Structure Lease is expected to be for a tenn not to exceed fifteen! 
(15) years, to provide for an annual rental payment and to provide for th� Parking Facilities to b.c 1!· 
conveyed to the Authority at the end of the lease tem1 or earlier under the Authority's purchase 
option set forth in the Parking Structure Lease; and 

vVHEREAS, a draft of such moral obligation agreern ent has been presented at this meeting l 
and the Authority has requested and the City Manager recmpmends the Council's approval of a{ 
moral obligation agreement and the Council's authorization of its execution that substantially! 
confom1s to the tem1s contained in the attached draft; and ; 

I 
' 

WHEREAS, the Council hereby detennines that a valid public purpose w\}l be served b/ 
the development of the New Training Facility and its adjacent development, including the Parking! ·1· . I Fact 1t1es; ! 

I 
i 

i 

I 
i 
I 
I 
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NO\V, THEREFORE, BE IT RESOLVED by the Council of the City of Newport News,! 
Virginia: 

1 . That it hereby authorizes and directs the City Manager to execute, and the City Clefk! 
to attest, on behalf of the City of Newport News, Virginia, a moral obligation agreement between ! 

the City and the Authority (the Agreement) which substantially complies and confom1s with thei 
tenns of the draft agreement which is attached hereto, with any changes to the Agreement whichi 
the City Manager agrees to make first being reviewed as to fom1 by the City Attorney and thel 
City's Bond Counsel before execution thereof. 

\ 
2. That the payment obligations of the City under tl1e Agreement shall be subject to;

annu.al appropriation by the Council for such purpose and shall not constitute a debt or other'! 
binding legal obligation of the City for the payment of money. 

3. That copies of the aforementioned Grant Program, and the executed Development I
Agreements and the Amended and Restated Memorandum of Understanding dated as of August 31, \ 
2011, and the Parking Strncture Lease shall be kept 011 file in the City's Department of! 
Development. 

\ 
4. That this resolution shall be in effect on and after the date of its adoption,

Febrnary 28, 2012. 

PASSED BY THE COUNCIL OF THE CITY OF NEWPORT NEWS ON FEBRUARY 28. 2012 

Mabel Washington Jenkins, MMC 
City Clerk 

A true copy, tcste: 

City Clerk 

McKinley L. Price, DDS 
Mayor 
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March 10, 2016 

Florence G. Kingston 

I ARMADA HOFFLER I 
PR O P £  R T I ES 

Director, Department of Development 
City of Newport News 
2400 Washington Avenue, 3rd Floor 
Newport News, Virginia 23607 

Dear Mr. Kingston: 

In response to your most recent inquiry regarding the mixed use Apprentice 
School project in downtown Newport News, I have updated the construction 
and investment goals below: 

• The project contemplated by the Development Agreement executed
February 29, 2012 by and between Washington Avenue Associates, LLC
and the Industrial Development Authority of the City of Newport News,
Virginia includes the New Training Facility. The Development Agreement
also contemplates the sufficient development, construction and tenant
improvement costs necessary for private capital investments to be equal
to or greater than the Private Capital Target.

• On site Construction began on the New Training Facility on March 19,
2012.

• On site construction began on the project components comprising the
private capital investment on March 26, 2012.

• Occupancy on the New Training Facility commenced on December 7,
2013.

• As of December 31, 2013, $37,169,581 .00 of development and
construction expenses was incurred towards the Private Capital Target.
As of January 2014, the garage portion of the project was complete and
the Liberty Apartments were purchased by Armada Hoffler Properties and
thus complete. The combination of these completed projects exceeds
the Private Capital Target.

• On July 22, 2014, the parking facility was sold to the Industrial
Development Authority of the City of Newport News, Virginia.

• As of August 2015, the Liberty Apartments attained a ninety percent (90%)
occvpancy rate.

222 CENTRAL PARK AVENUE. SUITE 2100 • VIRGINIA BEACH, VA 23462 

P: 757.366.4000 • F: 757.424.2513 

www.ARMADAHOFFLER.COM 



it' • l, 

Florence G. Kingston 
March 9, 2016 
Page Two 

Please let me know if I can answer any further questions or provide you with any 
additional information. 

Sincerely, 
'\.-----

1'.J>P. o - \ <\..

Michael P. 0' Haro 
CFO 



.. 

AMENDED AND RESTATED 

MEMORANDUM OF UNDERSTANDING 

ADVANCED SHIPBUILDING TRAINING 

FACILITY GRANT PROGRAM 

THIS AMENDED AND RESTATED MEMORANDUM OF UNDERSTANDING 
(this "Memorandum"), dated as of the 31st day of August, 2011, among the 
COMMONWEALTH OJi .. VIRGINIA (the "Commonwealth"), HUNTINGTON INGALLS 
INCORPORATED, a Virginia corporation, fo1merly Northrop Grumman Shipbuilding, Inc. 
(the "Company"), and the INDUSTRIAL DEVELOPMENT AUTHORITY OF THE CJTY 
OF NEWPORT NEWS, VIRGINIA, a political subdivision of the Commonwealth (the "IDA") 
provides: 

Recitals 

This Memorandum amends and restates the Memorandum of Understanding dated June 
30, 2009 (the "Original Memorandum") between the Commonwealth and Northrop Grumman 
Shipbuilding, Inc., as the predecessor in interest to the Company. 

Section 59.1-284.23 (the �'Act)') of the Code of Virginia of 1950, as amended {the 
"Virginia Code") created an Advanced Shipbuilding Training Facility Grant Program (the 
"Grant.,). The Original Memorandum memorialized the terms and provisions of the Grant. in 
accordance with the original version of the Act. TI1e Act was amended in the 2011 session of the 
General Assembly. In order to reflect the amendments to the Act and im.Plement certain options 
now available under the Act for receiving the Grant, the Commonwealth, the Company and the 
IDA desire to enter into this Memorandum on the terms set forth herein. Upon the full execution 
and delivery hereof by the pa11ies, the Original Memorandum shall be deemed to be amended 
and restated in conformity with this Memorandum. 

The Commonwealth, in consideration of the Capital Investment to be made, the New 
Full-Time Jobs within the Virginia Class Submarine Program to be created and maintained, the 
Training Expenses to be incurred, the New Training Facility anticipated to be developed by or on 
behalf of the Company, and the Private Capital Target to be achieved, as such capitalized te1ms 
are defined below, has offered certain incentives> including the Grant. It is expected that the 
Grant wm be paid to the Company or the IDA, as applicable> based on certain perfonnance 
targets set forth in the Act and this Memorandum. 

The stimulation of the additional -tax revenue and economic activity to be generated by 
the Capital Investment, the private capital investment represented by the Private Capital Target, 
the New Ful1-Time Jobs within the Virginia Class Submarine Program and the Training 
Expenses, and the enhanced workforce training opportunities that may be offered by the 
Company at the New Training Facility constitute valid public purposes for the expenditure of 
public funds and are the animating purposes for the Advanced Shipbuilding Training Facility 
Grant Program. 

HJI Training Facility Grant Amended and Restated MOU 082411 Final -1-
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NOW THEREFORE, in consideration of the foregoing and other good and valuable 
consideration, receipt of which is hereby acknowledged, the Commonwealth, the Company and 
the IDA agree as follows: 

Section 1. Definitions. 

As used in this Memorandum: 

"Act" means Section 59.1-284.23 of the Virginia Code, as such Section may be aqiended 
or supplemented, as originally enacted by Chapters 798 and 850 of the Acts of the General 
Assembly of Virginia of 2009 and as amended by Chaptel' 749 of the Acts of the General 
Assembly of Virginia of 201 l. 

"Advanced Shipbuilding" means (i) the manufacture, construction, assembly, overhaul, 
repair, and test of nuclear vessels and submarines for the United States Navy; (ii) the design or 
development of nuclear vessels and submarines for the United States Navy; or (iii) the 
manufacturing activities of a private company described under 2007 index number 336611 of the 
North American Industry Classification System. 

"Application " means an annual written application fol' a Grant payment, with supporting 
documentation, provided to the Secretary by the Company or by the IDA and the Company, as 
described in Section 3{b). 

"Base Training Expense" means the total Training Expenses made by the Company in 
calendar year 2008. The Base Training Expense is $52,957,919. 

"Capital Investment" means an investment by or on behalf of the Company on or after 
January 1, 2009, in real property, tangible personal prnpe1ty, or both, within the Eligible City. 
Such investment must be directly or jndirectly related to Advanced Shipbuilding, but need not be 
related to the Company's Virginia Class Submarine program. 

"E/ig;b/e City" means the City of Newport News, Virginia, or the IDA. 

"Fiscal Year" means the Commonwealth's fiscal year, which runs from July 1 of one 
calendat·year through Ju11e 30 of the following calendar year. 

"Full-Time Job" means employment of an indefinite duration in the Eligible City; for 
Advanced Shipbuilding or activities ancillary to or supportive of Advanced Shipbuilding and as 
the direct result of the Capital Investment, fo1· which the average annual wage is at least equal to 
the prevaiJing average annual wage in the Eligible City and for which the standard . fringe 
benefits are paid by the Company� requiring a minimum of either {i) 35 hours of an employee's 
time per week for the entire normal year of the Company's operations� which "nonnal year" 
must consist of at least 48 weeks or (ii) 1,680 hours per year. Seasonal or temporary positions, 
and positions created when a job function is shifted from an existing location in the 
Commonwealth shall not qualify as Full-Time Jobs. The aggregate number of hours worked 

HIT Training Facility Grant Amended and Restated MOU 082411 Finat -2-



(including paid holidays, vacation, sick leave, and aH other paid time off) during a pa11icular 
calendar year will count toward the Full-Time Jobs. 

"Full-Time Jobs within the Virginia Class Submarine Program" shall be the total

number of man hours of work in a work week on the Virginia Class Submarine program 
performed by people holding Full-Time Jobs, divided by 40 less any -holiday time during that 
week. The man hours of work shall be as reported by the Qualified Shipbuilder to the United 
States Navy. The annual average will be for the first 48 work weeks of each calendar yeal'. 

For the employees and employel's noted in clauses (a) through (d) below, jobs will count 
as Full-Time Jobs within the Virginia Class Submarine Program on a full-time equivalent basis, 
even if the jobs are not of an indefinite duration or even if the Company is not directly paying the 
wages or providing the fringe benefits, but onJy so long as the other conditions for a Full-Time 
Job have been satisfied. Whether to include the growth in these categories of jobs above their 
calendar year 2008 baseline numbers in determining the achievement of the New Full-Time Jobs 
Target shall be at the option of the Qualified Shipbuilder, but once included they must continue 
to be repo1ted in subsequent Applications: 

(a) EmpJoyees of a subsidiary or partner> a joint venturer, or an affiliated company> if
such employees are in the Commonwealth and are assigned to the Company's
Virginia Class Submarine program;

(b) Employees of contractors and subcontractors in the Commonwealth who prov�de
dedicated full.time support during a particula1· calendar year 1'elated to the
Company's technicaJ, production, manufacturing or si_milar operations in support
of the Company's Virginia Class Submarine program;

(c) Members of the United States Navy assigned to duty in the Eligible City to
support the Virginia Class Submarine Program or to serve on Virginia Class
Submarines during construction, testing or outfitting by the Qualified Shipbuilder
in the Eligible City; and

(d) Employees of the Qualified Shipbuilder emolled full time in the Apprentice
School above the calendar year 2008 base enrollment of 750.

"Fund" means the Advanced Shipbuilding Training Facility Fund Cl'Catcd under the Act 
and established on the books of the Comptroller of the Commonwealth. Grant payments will be 
made to the Company or the IDA, as applicable, from the Fµnd. 

"Grant" means the expected advanced shipbuilding training facility grant payments to 
be made by the Commonwealth to the Company or the IDA, as applicable, pursuant to the Act 
and in accordance with this Memorandum. 

"New Full-Time Job Target" means each of the annual targets shown below for the 
aggregate number of New Full-Time fobs within the Virginia Class Submarine Program, to be 
created and maintained by the Company: 
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Calendar Year 

2011 
2012 
2013 
2014 
2015 

Aggregate 
New Full-Time Jobs 

Within the Virginia Class 
Submarine Program 

Created and Maintained 

81 
276 

500 
750 

1,000 

"New Full-Time Jobs within the Virginia Class Submarine Program'' means the number 
of Full-Time Jobs within the Virginia Class Submarine Program over the calendar yeai: 2008 
base of 3,010 including apprentices or 2,892 not including apprentices. 

"New Training Facility 11 means a facility that may be constructed after January 1, 2009, 
that is to be operated by the Company, primarily to provide education, training and retraining of 
workers in the shipbuilding industry. Such New Training Facility may be owned by the 
Company, or may be operated by the Company through a ]ease agreement with the Eligible City 
or a private developer. 

"Private Capital Target" means private non-public capital investment in real property, 
tangible personal property or both, in an amount equal to or greater than the cost of the New 
Training Facility, and which is located adjacent to the New Training Facility pursuant to a 
development plan approved by the Eligible City and the Company. For the purposes of 
determining whether the Private Capital Target has been achieved. the capital expenditures made 
on the New Training Facility through. becember 31, 2015 shall be the basis of the Private Capital 
Target. 

"Qualified Shipbuilder" means a shipbuilder located in an Eligible City that (i) makes a 
Capital Investment of at least $300 million from January 1, 2009 through December 31, 2011, 
related to Advanced Shipbuilding in an Eligible City; (ii) creates at feast 1,000 New Full-Time 
Jobs within the Virginia Class Submarine Program from January 1, 2009 through December 31, 
2015 in an Eligible City for Advanced Shipbuilding or activities ancillary to or supportive of 
Advanced Shipbuilding; (iii) maintains an apprenticeship progl'am accredited by the Council for 
Occupational Education with an average annual enrollment of at least 750 and articulation 
agreements with local community colleges that allow its graduates to qualify /for accredited 
associate degrees from those institutions; and (iv) maintains a level of Training Expenses in each 
calendar year no less than the Base Training Expense. 

''Secretary'' means the Secretary of Commerce and Trade for the Commonwealth, or his 
designee. 
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"Substantial Reduction" means either (i) the aggregate Capital Investment remaining at 
the end of a calendar year is more than 20% less than the Capital Investment remaining at the 
end of the previous calendar year because the assets that constitute the Capital Investment 
previously rep011ed on an Application have been sold or otherwise disposed of, without an 
offsetting additional Capital .Investment, or (ii) the number of New Full-Time Jobs within the 
Virginia Class Submarine Program remaining at the end of a calendar year is (A) more than 20% 
less than the number of New Full-Time Jobs within the Virginia Class Submarine Program 
during the previous calendar year and (B) is lower than the New Full-Time Job Target for that 
year. 

"Training Expense" means an expense paid directly or indirectly by the Company to 
train or retrain a new or existing employee in Advanced Shipbuilding or activities ancillary to or 
supportive of Advan.ced Shipbuilding, including but not limited to (i) the personnel cost of 
employees of the Company conducting the training or being trained; (ii) materials and supplies 
used in providing that training; (iii) tuition and other costs paid to a school or vendor for training 
of a new or existing employee; 01· (iv) the capital or lease cost of any New Training Facility. 
including any lease cost for the New Training Facility paid by the IDA. 

"VEDP" means the Virginia Economic Development Pa11nership Authority, and its 
successors and assigns. 

"Waiver" means the exercise by the Company of its option to forego the receipt by the 
Company of Grant payments under Subsection B. of the Act in favor of the receipt by the IDA of 
Grant payments under Subsection F. of the Act. 

Section 2. Advanced Shipbuilding Training Facility Grant P1·ogram; Generally; 
Waiver. 

(a) Company as Qualified Shipbuilder. The parties anticipate that the Company will
be a "Qualified Shipbuilder," as defined above and in the Act. The Company will undertake to 
continue to be a "Qualified Shipbuilder,, throughout the entire period of the payment of the Grant. 

(b) Memorandum. The parties intend that this Memorandum meet the requirement in
the Act that there be a memorandum of understanding among the Company, the Commonwealth 
a11d the Eligible City setting forth the requirements for the payment and receipt of Grant 
payments. 

(c) Grant Payments Subject to Appropriation. The Commonwealth's obligations
under this Memorandum and the Act to make Grant payments to the Company or the IDA, as 
applicable, shall constitute contractual obligations to make such payments; provided that the 
parties acknowledge that all of the Grant payments described in this Memornndum are subject to 
appropriation by the Virginia General Assembly, will be paid from the Fund) and are subject to 
reduction should there be insufficient moneys in the Fund to make the Grant payments in full. 

Although payments to the Company or the IDA, as applicable, under this Memorandum 
are subject to appropriation by the Virginia General Assembly, the Secretary, on behalf of the 
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Commonwealth, agrees to exercise diligence in seeking the necessary funding for Grant 
payments under this Memorandum from the Virginia General Assembly. The Secretary will 
include such funding in the appropriate budget requests to the Governor for the appropriate fiscal 
years and for later fiscal years, should there be any deferrals of Grant payments or failures to 
appropriate in earlier fiscal years. The Governor shall include in the Budget Bill he submits to 
the General Assembly in 2011 and later years pursuant to §2.2-1509 of the Virginia Code all 
appropriations necessary to fulfill the obligations of the Commonwealth pursuant to this 
Memorandum. The obligation to include such funding in budget requests to the Governor for 
later fiscal years based on the Commonweatth•s failure to appropriate in a pl'ior fiscal year will 
cease three fiscal years after the failure to appropriate. 

(d) No Double-Counting. No capital expenditures made nor new jobs created that are
subject to any other performance agreement with the Commonwealth, the Eligible City or any 
other Virginia locality may count as Capital Investments or New Full-Time Jobs within the 
Virginia Class Submarine Program under this Memorandum. For example, the capital 
expenditures to be made and the new jobs to be created by AREVA Newport News, LLC or by 
Newpo1t News Energy Company that are related to the nuclear power industry, may not be 
counted as Capital Investments or New Full-Time Jobs within the Virginia CJass Submarine 
Program. 

When reporting on the New Full-Time Jobs within the Virginia Class Submarine 
� Program, the Company or the IDA and the Company, as applicable, will be consistent 

throughout the Grant payment period on whether to include or exclude apprentices. 

(e) Use of Grant Proceeds. The Company or the IDA, whichever is the Grant
recipient, agrees to expend the proceeds of each Grant payment 011 Training Expenses for the 
benefit of the Company, including, without limitation, the lease costs or development and capital 
costs of the New Training Facility. 

(f) Waiver. By October 3, 2011, the Company shall provide to the Commonwealth
written notice indicating whether it has or has not elected to make the Waiver. Once such notice 
is provided to the Commonwealth, the election is hTevocable. Unless the Company has elected 
to make the Waiver, the IDA shall not be eligible to apply for a Grant payment. 

Section 3� Grant Payments. 

(a) Maximum Payments.

(i) If no Waiver is Made: If the Company does not make the Waiver, the
maximum aggregate amount of the Grant payments to be made under this Memorandum 
is $25 million. Notwithstanding the foregoing, as described in the last paragraph of this 
clause {i), the Secretary may recommend to the Virginia General Assembly that the 
Company be eligible for an additional $25 million in Grant payments to be paid in five 
annual installments of $5 million each in a future five-year period, on terms and 
conditions to be considered by the Virginia General Assembly at that time. 
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Except as noted in Section 4 related to deferred payments, the maximum Grant 
payment to be made hereunder in any of the Commonwealth's Fiscal Years is $5 miJJion. 

No later than 90 days following the Secretary's receipt of the Application for the 
fifth Grant installment payment, the Secretary shall provide � report to the chainnen of 
the House Committee on Appropriations and the Senate Committee on Finance detailing 
the performance of the Company under the Grant. Such review shall include, but not be 
limited to, an evaluation of (i) the return on investment, (ii) the time frame for return on 
investment to the Conunonwealth, (iii) the average wages of the New Fun .. Time Jobs 
within the Virginia Class Submarine Program created by the Company, (iv) the additional 
Capital Investment made by the Company, and (v) the status of the Company's 
apprenticeship program and facilities. If the Secretary finds the Company has met the 
terms of the Grant program, he may recommend to the Virginia General Assembly 
eligibility for an additional $25 million in grants for additional training activities by the 
Company payable over a subsequent five-year period. 

(ii) If Waiver is Made: If the Company makes the Waiver, the maximum
aggregate amount of the Grant payments to be .made under this Memorandum is 
$32,777,745, payable to the IDA in accordance with the schedule set forth on Exhibit A 
attached l1ereto and made a part hereof. 

Except as noted in Section 4 related to deferred payments, the maximum Grant 
payment to be made hereunder in any of the Commonwealth's Fiscal Years is the amount 
shown for that Fiscal Year on Exhibit A. 

(b) Annual Application for Grant Payment. On or before April l of each year,
commencing April I, 2012, (i) the Company, if the Waiver is not made, or {ii) the IDA and the 
Company, if the Waiver is made, shall provide an Application for a Grant payment providing 
evidence, satisfactory to the Secretary, of: 

(i) the aggregate number of New Full-Time Jobs within the Virginia, Class
Submarine Program in the period from January 1, 2009 through the end of the previous
calendar year, and the average annual wage paid for the Full-Time Jobs within the
Virginia Class Submal'ine Program in the previous calendar year;

(ii) the extent to which, if any, the number of New Full-Time Jobs within the Virginia
Class Submarine Program at the end of the previous calendar year is Jess than the number
of New Full-Time Jobs within the Virginia Class Submarine Program at the end of the
second previous calendar year;

(iii) the aggregate amount of the Capital Investment made or lost in the period from
July 1, 2009 through December 31, 2011 and through the end of the previous calendar
year;

HU Training Facility Grant Amended and llestated MOU 082411 Final -7-



(iv) the extent to which, if any, the aggregate Capital Investment at the end of the
previous calendar year is less than the aggregate Capital Investment at the end of the
second previous calendar year;

(v) (A) the continued existence of the Company's apprenticeship program, (B) the
continued accreditation ofthat program by the Council for Occupational Education, or a
successor or similar accreditation organization, (C) the continued existence of articulation
agreements between that program and one or more ofVirginia,s community colleges, and
(D) the number of apprentices enrolled in that program in the previous calendar year;

(vi) the aggregate amount of Training Expenses incu1Ted during the previous calendar
year;

(vii) only if the Waiver is made, the approval by the Eligible City and the Company of
a development plan that includes the New Training Facility and additional private capital
investment located adjacent to the New Training Facility that is equal to or greater than
the Private Capital Target;

(viii) only if the Waiver is made. the date construction began on a New Training
Facility, the date or projected date of occupation by the Company, and once occupied, the
continued use by the Company, and for the Application due by April 1, 2016, the total
capital cost of the New Training Facility, which will become the measure of the amount
of the Private Capital Target; and

(ix) only if the Waiver is made, the date construction began on the private capital
investment and the amount expended by the end of the previous calendar year towards
the Private Capital Target amount.

Failure to meet the April 1 filing deadline shall result in a deferral of a scheduled Grant 
payment, as set forth in Section 4(a}. For filings by mail, the postmark cancellation shall govern 
the date of the filing determination. 

(c) Annual Grant Payment. Assuming that the following conditions have been met
and have been demonstrated to the satisfaction of the Secretary in a timely-filed Application for 
a Grant payment, (I) if the Waiver has nol been made, in each of the five Fiscal Years 2013 
through 2017, a Grant payment will be made to the Company in the amount of $5 milHon each, 
or (2) if the Waiver has been made, in each of the five Fiscal Years 2013 through 2017� a Grant 
will be made to the IDA in the amount for that Fiscal Year shown on Exhibit A. Such Grant 
payment will be made in the Fiscal Year foJlowing the fi1ing of the Application. To receive the 
full scheduled Grant payment in each Fiscal Year, the Company or the IDA and the Company, as 
applicable, must have timely filed an Application by tl1e prior April 1 demonstrating, to the 
satisfaction of the Secretary: 

(i) that the Company has achieved the New Full-Time Jobs Target in the period from
January 1, 2009 through tlle end of the previous calendar year;
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(ii) that no Substantial Reduction in the number of New Full-Time Jobs within the
Virginia Class Submarine Program occurred during the previous calendar year;

(iii) that the aggregate amount of the Capital Investment made in the period from
January 1, 2009 through Decembel' 31. 2011, was at least $300 million;

(iv) that no Substantial Reduction in the aggregate amount of Capital Investment
occurred during the previous calendar year;

(v) th�t (A) the Company's apprenticeship program continues to exist, (B) that
program continues to be accredited by the Council for Occupational Education, or a
successor or similar accreditation organization, {C) the articulation agreements between
that program and one or more of Virginia's community colleges continue to exist, and (D)
the number of apprentices enroJled in that program in the prior calendar year is not less
than 750;

(vi) that the amount of Training Expenses incu1Ted by the Company and the IDA in
the p1ior calendar year was at least $52,957,919 plus the amount of any Grant payment,
received in the previous calendar year;

(vii) only if the Waiver is made, that the Eligible City and the Company have approved
the development plan described in clause 3(b)(vii) above;

(viii) only if the Waiver is made, that (A) the New Training Facility is under
construction and is still intended to be used by the Company, or (B) the New Training
Facility has been completed and is actually being used the Company; and

(ix) only if the Waiver is made, for the AppJication due by April I, 2016, that the
Private Capital Target has been achieved.

Section 4. Deferred or Reduced Grant Payments. 

(a) Deferral for Late Application. If an Application that otherwise would have

demonstrated compliance with the conditions for a Grant payment is submitted after an April l 
deadline date, the Grant payment will not be made in the succeeding Fiscal Year, but will be 
made in the second succeeding Fiscal Year, together with any other Grant payment that may be 
due in that second succeeding Fiscal Year. 

(b) Deferral for Failure to Meet Capital Investment Target. If the Company has failed
to make Capital Investments of at least $300 million in the period from January 1, 2009 tlu·ough 
December 31, 2011, the Company will nave until December 31, 2014, to make Capital 
Investments of at least $300 million. No Grant payment will be made unless and until the 
Company has ,uade Capital Investments of at least $300 million. An Application demonstrating 
compliance may be filed no later than April 1, 2015, reflecting Capital lnvestments made by 
December 31, 2014. If so filed. that Grant payment or payments that were deferred will be paid 
in the first Fiscal Year after which the Company has demonstrated in an Application compliance 
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with such condition. Any such def erred payment will be added to any Grant payment otherwise 
due in such succeeding Fiscal Year. 

( c) Deferral for ·Failure to Achieve New Full-Time Jobs Target. If the Company has
failed to achieve the applicable New Full-Time Jobs Target as of the end of the preceding 
calendar year. the Company or the IDA, as applicable, will be ineligible for a Grant payment in 
the succeeding Fiscal Year, but that Grant payment will be deferred and paid in the first Fiscal 
Year after which the Company has demonstrated in an Application compliance with such 
condition. Any such defen-ed payment will be added to any Grant payment otherwise due in 
such succeeding Fiscal Year. An Application demonstrating compliance may be filed no later 
than April 1, 2016, reflecting achievement of the New Full-Time Jobs Target by December 31, 
2015. 

(d) Deferral for Failure to Maintain Targets Related to Apprenticeship Program. If an
Application indicates that the Company has failed to achieve or maintain one or more of the 
conditions described in Section 3(c)(v), reJated to the Company's apprenticeship program, the 
Company or the IDA, as applicable. will be ineligible for a Grant payment in the succeeding 
Fiscal Year, but that Grant payment will be deferred and paid in the first Fiscal Year after which 
the Company has demonstrated in an Application compliance with such conditions. Any such 
deferred payment will be added to any Grant payment otberwise due in such succeeding Fiscal 
Year. An Application demonstrating compliance may be filed no later than April 1, 2016, 
reflecting achievement or maintenance of such conditions through December 31, 2015. 

( e) Red uctjon and Deferral for Substantial Reduction. If an Application reveals that a
Substantial Reduction, either in aggregate Capital Investment or New Full-Time Jobs -within the 
Virginia Class Submarine Program has occun·ed, the amount of the Grant payment due in the 
following Fiscal Year shall be reduced, but not if the Capital Investment has been reduced below 
$300 million or the New Full-Time Jobs within the Virginia Class Submarine Program retained 
has been reduced below the applicable New Full-Time Jobs Target. For this purpose, each 
regularly-scheduled Grant payment will be allocated 50% to the Capital Investment and 50% to 
the New Full-Time Jobs within the Virginia Class Submarine Program and the reduction will 
reflect the percentage by which there has been a Substantial Reduction. For example, if an 
Application reveals that there has been a reduction in the aggregate Capital Investment in the 
previous calendar year of 25% from the second previous calendar year and a reduction in the 
New Full-Time Jobs within the Virginia Class Submarine Program in the previous calendar year 
of 25% from the second previous calendar year, the Grant payment shall be reduced by 25% of 
that portion allocable to the Capital Investment and by 25% of that portion allocable to the New 
Full-Time Jobs within the Virginia Class Submarine Program. The amount of the reduction will 
be deferred fol' payment with any Grant payment otherwise due in a Fiscal Year following an 
Application which demonstrates that the Capital Investment and/or New Full-Time Jobs within 
the Virginia Class Submarine Program, as applicable, have returned to a level that existed in the 
second previous calendar year that served as the base year for the Substantial Reduction. No 
Grant payments so defe1Ted will be paid unless the Capital Investment or New Full-Time Jobs 
within ·the Virginia Class Submarine Program have returned to such a level by the second 
Application after the Substantial Reduction. 
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If a Substantial Reduction has reduced the remaining Capital Investment below $300 
million or the New Full-Time Jobs within the Virginia Class Submarine Program retained below 
the applicable New Full-Time Jobs Target1 no Grant payments, including deferrals from prior 
years, will be made until the level of aggregate Capital Investment has returned to at least $300 
million and the Jevel of New Full-Time Jobs within the Virginia Class Submatine Program 
retained has returned to at least the applicable New Full-Time Jobs Target. 

(f) Reduction and Deferral Related to Training Expenses; Clawback. If an
Application shows that the Training Expenses for the prior calendar year were less than the Base 
Training Expense plus the amount of any Grant payment received by the Company or the IDA, 
as applicable, in the prior calendar year, the next Grant payment will be reduced by the amount 
of the shortfall. If a future Application demonstrates that the Training Expenses for the prior 
calendar year were more than the Base Training Expense plus the amount of any Grant payment 
received by the Company or the IDA, as applicable, in the prior calendar year, the Gtant amount 
deferred in the prior year may be added to the Grant amount due in the next Fiscal Year, until the 
amount earlier deferred is fully recovered,. subject to deferral and reduction as provided herein. 

The Company or the IDA and the Company, as applicable, shall file an Application by 
April 1 in the year after the final Grant payment was made, which need only provide the 
information required by Section 3(b)(vi) above. If such Application shows that the Training 
Expenses for the prior calendar year were less than the Base Training Expense plus the amount 
of any Grant payment received by the Company or the IDA, as applicable, in the p1ior calendar 
year, the Company shall repay to the Commonwealth the amount of the shortfall. Such 
repayment is due by June 30 of that year. 

(g) Substantial Reduction Caused by United States Government. If there are
reductions in either Capital Investment or New Full-Time Jobs within the Virginia Class 
Submarine Program that occur because of a decision by the United States Goverrunent to reduce, 
delay or cancel the current Virginia Class Submarine program production schedule of two ships 
per year, or i.f, for the sam� reason, the Company is unable to achieve the New FuJl-time Job 
Target, the Commonwealth, the Company and the IDA will discuss and consider amendments to 
this Memorandum that may be appropriate to allow an additional period for achieving the Capital 
Investment and New Full-Time Job Target and to allow additional programs where job creation 
or growth are occurring or planned to be counted toward the New Full-Time Job Target. These 
amendments must conform to the provisions of the Act (including the provisions related to the 
status of the Company as a Qualified Shipbuilder), and, as to the Commonwealth, may be based 
in part upon an analysis of the economic impact to the Commonwealth of the adjusted capital 
expenditure and new jobs expectations. Further, the Commonwealth, the Company and the IDA 
will consider whether to present to the Virginia General Assembly amendments to the Act tha( 
will allow the Company or the IDA, as applicable, to continue to qualify for Grant payments. 

(h) Defe1Tal or Repayment for Failure to Provide a New Training Facility or 'Meet
Private Capital Target. The provisions of this subsection (h) shall apply only if the Waiver has 
been made. If the construction of the New Training Facility has been abandoned or ce�sed prior 
to its completion, if (during the construction period) the Company indicates that it no longer 
plans to u�e the New Training Facility> or if �he Company is not actually using the completed 
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New T1·aining Facility, no Grant payment will be made unless and until, as applicable, the 
construction has recommenced, and the New Training Facility is intended to be used or is being 
used by the Company. An AppJication demonstrating compliance may be filed no later than 
April 1, 2016, reflecting pel'formance through December 31, 2015. If so filed, the Grant 
payment or payments that were deferred will be paid in the first Fiscal Year after which the 
Application demonstrates compliance with such conditions. Any such deferred payment will be 
added to any Grant payment otherwise due in such succeeding Fiscal Year. 

If the Private Capital Target has not been achieved by December 31, 2015, no ft1rther 
Grant payment will be made. An Application demonstrating compliance may be filed no later 
than April 1 t 2016, reflecting performance through December 31, 2015. If compliance with such 
condition is not achieved, the IDA shall repay any Grant payments previous]y received, as 
described in Section 5.

(i) Other Provisions Related to a Substantial Reduction. In the case of any
Substantial Reduction, the Company shall provide written notice to the Secretary and VEDP 
within thirty (30) days of becoming aware of such event and shall meet with VEDP to propose 
and discuss a recovery plan. 

Section 5. Repayment Obligation of the Company and the IDA. 

According to the Act, -a Qualified Shipbuilder entitled to Grant payments must 
have created at least 1,000 New FuU .. Time Jobs within the VJrginia Class Submarine Program. 
Until the Company creates at least 1,000 New Full-Time Jobs within the Virginia Class 
Submarine.Progt'am any Grant payments received by the Company or the IDA, as applicable, are 
subject to repayment to the Commonwealth. If by the Application filed by the Company or the 
IDA and the Company, as applicable� on or before April 1, 2016, reflecting the Company's 
performance as of December 31, 2015, the Company has not created at least 1,000 New Full­
Time Jobs within the Virginia Class Submarine Program the Company or the IDA

> as applicable, 
must repay to the Commonwealth all Grant payments previously received and will be entitled to 
no further Grant payments. Such repayment is due by June 30. 2016. If such a repayment 
is made by the IDA to the Commonwealth under this paragraph of this Section 5, the Company 
shall reimburse the IDA for such amount. 

Further, according to the Act, if the Waiver has been made, the Private Capital Target 
must be achieved. Until the Private Capital Target has been achieved. any Grant payments 
received by the IDA are subject tp repayment to the Commonwealth. If by the Applicatiori filed 
by the IDA on or before April I, 2016, reflecting performance as of December 31, 2015, the 
Private Capital Target has not been achieved, the IDA must repay to the Commonwealth all 
Grant payments previously received and will be entitled to no further Grant payments. Such 
repayment is due by June 30, 2016. 

Section 6. Reporting and Tracking. 

(a) Pre-Submission Evaluation. In advance of submitting any Application, the
Company or the IDA, as applicable, may request of the Secretary a pre-submission evaluation for 
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the purpose of dete1mining the adequacy of records and other documentation proposed to be 
submitted. 

(b) Secretary�s Report on A)>plication. Within thirty (30) days after receiving an
Application, the Secretary shalJ ce1iify to (i) the Comptroller of the Commonwealth, (ii) the 
Company, and (iii) if the Waiver has been made, the IDA, the amount of the Grant to which the 
Company or the IDA is entitled under this Memorandum. Such Grant amount will be paid to the 
Company or the IDA, as applicable, from the Fund in the next Fiscal Year. The Comptroller 
shall not draw any warrants to issue checks to the Company or the IDA, as applicable, without a 
specific legislative appropriation, as specified in the conditions and restrictions on expenditures 
in the applicable appropriation act. 

(c) Confidential and Proprietary Information. Any documents containing 
confidential and proplietary information made available and identified as such by the Company 
or the IDA on the Company's behalf to the Commonwealth, shall be maintained as confidential 
by VEDP and the Secretary, to the extent permitted by law. 

(d) T1·ansfer of New Training Facility; Status of Lease. Upon its fulfillment of the
conditions set fo11h in the Act, the Company may apply to the Commonwealth for a 
determination that the Company has met the conditions of the Act. The IDA acknowledges and 
agrees that upon such determination the IDA, in conjunction with the private developer, will 
provide for the transfer of title of the New Training Facility to the Company at the conclusion of 
the Grant period, if and when the Company so requests. At the conclusion of the Grant period, 
the Company sha1l have the right to assume ownership of the New Training Facility. The 
transfer of ownership shall be provided for in a separate agreement among any of a private 
developer, the IDA and the Company. The Commonwealth assumes no responsibility or liability 
of the IDA or the private developer for their obligation to transfer ownership of the New 
Training Facility to the Company. 

The IDA covenants and agrees that the terms and provisions of the lease or other 
arrangement that it will enter into with a private developer with respect to the New Training 
Facility will not cause that lease or other a1Tangement to be characterized as a capital lease by the 
IDA, under the Internal Revenue Code of 1986, as amended, and the l'egulations thereunder. 
Upon request of the Secretary, the IDA will provide to the Secretary a copy of any such lease or 
other arrangement and documentation regarding any debt of the private developer supported by 
payments under the lease or other arrangement. 

Section 7. Miscellaneous. 

(a) Assignments. The Commonwealth acknowledges that the Company, now known
as Huntington Ingalls Incorporated, was known as Northrop Grumman Shipbuilding, Inc. at the 
time of the Original Memorandum. None of the rights or responsibilities of any party under this 
Memorandum shall be transferred or assigned, including by operation of law, without the prior 
written consent of the other parties hereto; provided, that in the case of the IDA' s assignment of 
its rights hereunder to a financial institution in connection with the financing of the construction 
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by the IDA or a private developer of the New Training Facility, such consent shall not be 
unreasonably withheld, conditioned or delayed. 

{b) Successors and Assigns. Subject to the limitations on assignments set forth in 
subsection (a) above, all of the provisions of this Memorandum shall be binding upon and for the 
b�nefit of the respective successors and assigns of the parties hereto, to the same extent as if each 
successor and assign were in each case named as a party to this Memorandum. 

(c) Completeness; Modification. This Memorandum constitutes the entire agreement
among the parties with respect to the Grant and supersedes all prior discussions, understandings, 
agreements and negotiations among the patties> except the Act. This Memorandum may be 
modified only by a written instrument duiy executed by the parties and any such modification 
must be in accordance with the Act. Any modification to this Memorandum shall be submitted 
by the Secretary to the chairmen of the House Committee on Appropriations and the Senate 
Committee on Finance no later than 30 days after being executed by the Secretary. 

(d) Numbers; Gender. Whenever in this Memorandum the singular number is used,
the same shall include the plural where appropriate, and vice versa. Words of any gender used in 
this Memorandum shall include each other gender where appropriate. 

(e) Notices. All notices, communications and other information provided under this
� Memorandum shall be in writing and shall be given by (i) personal delivery, (ii) a nationally 

recognized overnight courier (providing confirmation receipts) for delivery on the following 
business day, (iii) confirmed facsimile, or (iv) first class mail postage prepaid, as follows: 

If to the Commonwealth: 

Address: 

Attention; 
Telecopier: 

Commonwealth of Virginia 
11 l l East Broad Street, 4th Floor (zip code: 23219) 
P.O. Box 1475 
Riclunond, VA 23218 
Secretary of Commerce and Trade 
(804) 371-0250

With a copy to: 

Address: 

Attention: 
Telecopier: 

Virginia Economic Development Partnership 
90 I East Byrd Street, 19th Floor (zip code: 23219) 
P.O. Box 798 
Riclunond, VA 23218-0798 
President and Chief Executive Officer 
{804) 545-5611 

If to the Company: 

HU Training Facility Grant Amended and Restated MOU 0824 l 1 Final -14-



Address: 

Attention: 
Telecopier: 

Huntington Ingalls Incorporated 
4101 Washington Avenue 
Building 86-3 
Newport News, Virginia 23607 
Vice President; Human Resources and Administration 
(757) 688 .. 7750

With a copy to: 

Address: 

Attention: 
Telecopier: 

If to the IDA: 

Address: 

Attention; 
Telecopier: 

Law Department 
4101 Washington Ave. 
Building 86-3 
Newport News, Virginia 23607 
AtUl L. PhalT, Assistant General Counsel 
(757) 380-3875

Industrial Development Authority of the City of Newport News, Virginia 
2400 Washington Avenue, rd Floor 
Newport News, Virginia 23607 
Secretary/Treasurer 
(757) 926-3504

With a copy to: 

Raymond H. Suttle, Jr. Esquire 
Jones, Blechman, Woltz & Kelly, P.C. 

Address: 70 l Town Center Dl'ive, Suite 800 
Newport News, Virginia 23606 

Telecopier: (757) 873-8103 

or to such other address or telecopier number as shall be notified by any party to the other parties. 
Except as noted in the next sentence, any notice shall be deemed given when .received or first 
refused by 1he addressee. Any evidence provided by the Company or the Eligible City by mail 
pursuant to Section 3 shall be deemed given when postmarked. 

(t} Governing Law. This Memorandum shall be governed by and construed in 
accordance with the laws of the Commonwealth, without reference to its choice of law rules. 

(g) Severability. If any court detennines that any clause, provision or section of this
Memorandum is iJlegal or invalid, the parties shall negotiate in good faith a substitute cla\1se, 
provision or section, which such substitute must be in accordance with the Act. and the unaffected 
provisions shall remain in effect. 
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(h) Counteiparts. This Memorandum may be executed in several counterparts> each of
which will be an original, and the counterparts will together constitut� one and the same instn,ment. 

fmE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 
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WITNESS the following signatures as of the day and year first written above. 

ATIEST: 

florence Gr Kingston 
Secretaryffreasurer 

Approved as to Form: 

Raymond H. Suttle, Jr., Esquire 
IDA Counsel 

COMMONWEALTH OF VIRGIN1A 

HUNTINGTON INGALLS INCORPORATED 

By��-��--�----� 
Name:----------
Title: 

INDUSTRIAL DEVELOPMENT AUraORITY 
OF THE CITY OF NEWPORT NEWS, VIRGINIA 

By�-------��---� 
Name:----------
Title: 

(SEAL) 

Exhibit A: Schedule of Grant Payments if Waiver is Made 
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WITNESS the f oJlowing signatures as of the day and year first written above. 

ATI'EST:

Florence G. Kingston 
Secretaryll'reasurer 

Approved as to Form: 

Raymond H. Suttle, Jr., Esquire 
IDA Counsel 

COMMONWEALTH OF VIRGINIA

BY��--------���-....... �� 
Name: James S. Cheng 
Title: Secretary of Commerce and Trade 

HUNTINGTO�I.S INCORPORATED

By tN\g� 
Name: Matthew Mulherin 
Title: President 

INDUSTRIAL DEVELOPMENT AUTHORITY 
OF THE CITY OF NEWPORT NEWS, VIRGINIA 

BY��----���---��-
Name: ----------
Title: 

{SEAL) 

Exhibit A: Schedule of Orant Payments if Waiver is Made 
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WITNESS the following signatures as of the day and year first written above. 

ATIEST: 

Florence O. Kingston 
Secretary/freasurer 

--L.,.. -� . ..--,--�
Raymond H. Suttle, Jr,1 Es 
IDA Counsel 

COMMONWEALTH OF VIRGINIA 

By�����-������-
Narne: James S. Cheng 
Title: Secretary of Commerce and Trade 

HUNTINGTON INGALLS INCORPORATED 

By�--����---���----
Name: --�-------

Title: 

INDUSTRIAL DEVELOPMENT AUTHORITY 
OF THE CITY OF NEWPORT NEWS, VIRGINIA 

BY�--'""-,-,---+--......,,......,._--,-���� 
Name: ..:B!@:iL����v:..:..· __ _ 
Title: 

(SEAL) 

Exhibit A: Schedule ofOrant Payments jf Waiver is Made 
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• 

Expected Payment Date 

Fisc�I Year 

Amount of Grant 

Exhibit A 
Schedule of Grant Payments 

If Waiver is Made 
Under Section 59.1-284,23.F of the Act 

09/0I/l2 09/0t/13 09/01/14 

2013 2014 2015 

$5,000,000 $5,000,000 $8,029,323 
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09/01/'15 09/01/16 

2016 2017 

$7,592,582 $7. 155,840 

Total: $32,777,745 

,. 
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AMENDED AND RESTATED 

MEMORANDUM OF UNDERSTANDING 

 

ADVANCED SHIPBUILDING TRAINING  

FACILITY GRANT PROGRAM 
 

 

THIS AMENDED AND RESTATED MEMORANDUM OF UNDERSTANDING 

(this “Memorandum”), dated as of the 31st day of August, 2011, among the 

COMMONWEALTH OF VIRGINIA (the “Commonwealth”), HUNTINGTON INGALLS 

INCORPORATED, a Virginia corporation, formerly Northrop Grumman Shipbuilding, Inc. 

(the “Company”), and the INDUSTRIAL DEVELOPMENT AUTHORITY OF THE CITY 

OF NEWPORT NEWS, VIRGINIA, a political subdivision of the Commonwealth (the “IDA”) 

provides:  

 

Recitals 

 

 This Memorandum amends and restates the Memorandum of Understanding dated June 

30, 2009 (the “Original Memorandum”) between the Commonwealth and Northrop Grumman 

Shipbuilding, Inc., as the predecessor in interest to the Company.    

 

Section 59.1-284.23 (the “Act”) of the Code of Virginia of 1950, as amended (the 

“Virginia Code”) created an Advanced Shipbuilding Training Facility Grant Program (the 

“Grant”).  The Original Memorandum memorialized the terms and provisions of the Grant, in 

accordance with the original version of the Act.  The Act was amended in the 2011 session of the 

General Assembly.  In order to reflect the amendments to the Act and implement certain options 

now available under the Act for receiving the Grant, the Commonwealth, the Company and the 

IDA desire to enter into this Memorandum on the terms set forth herein.  Upon the full execution 

and delivery hereof by the parties, the Original Memorandum shall be deemed to be amended 

and restated in conformity with this Memorandum.     

 

The Commonwealth, in consideration of the Capital Investment to be made, the New 

Full-Time Jobs within the Virginia Class Submarine Program to be created and maintained, the 

Training Expenses to be incurred, the New Training Facility anticipated to be developed by or on 

behalf of the Company, and the Private Capital Target to be achieved, as such capitalized terms 

are defined below, has offered certain incentives, including the Grant.  It is expected that the 

Grant will be paid to the Company or the IDA, as applicable, based on certain performance 

targets set forth in the Act and this Memorandum.    

 

The stimulation of the additional tax revenue and economic activity to be generated by 

the Capital Investment, the private capital investment represented by the Private Capital Target, 

the New Full-Time Jobs within the Virginia Class Submarine Program and the Training 

Expenses, and the enhanced workforce training opportunities that may be offered by the 

Company at the New Training Facility constitute valid public purposes for the expenditure of 

public funds and are the animating purposes for the Advanced Shipbuilding Training Facility 

Grant Program. 
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NOW THEREFORE, in consideration of the foregoing and other good and valuable 

consideration, receipt of which is hereby acknowledged, the Commonwealth, the Company and 

the IDA agree as follows: 

 

Section 1. Definitions. 

 

As used in this Memorandum: 

 

 “Act” means Section 59.1-284.23 of the Virginia Code, as such Section may be amended 

or supplemented, as originally enacted by Chapters 798 and 850 of the Acts of the General 

Assembly of Virginia of 2009 and as amended by Chapter 749 of the Acts of the General 

Assembly of Virginia of 2011.   

 “Advanced Shipbuilding” means (i) the manufacture, construction, assembly, overhaul, 

repair, and test of nuclear vessels and submarines for the United States Navy; (ii) the design or 

development of nuclear vessels and submarines for the United States Navy; or (iii) the 

manufacturing activities of a private company described under 2007 index number 336611 of the 

North American Industry Classification System. 

 “Application” means an annual written application for a Grant payment, with supporting 

documentation, provided to the Secretary by the Company or by the IDA and the Company, as 

described in Section 3(b).   

“Base Training Expense” means the total Training Expenses made by the Company in 

calendar year 2008.  The Base Training Expense is $52,957,919.   

 “Capital Investment” means an investment by or on behalf of the Company on or after 

January 1, 2009, in real property, tangible personal property, or both, within the Eligible City.  

Such investment must be directly or indirectly related to Advanced Shipbuilding, but need not be 

related to the Company’s Virginia Class Submarine program.   

 

 “Eligible City” means the City of Newport News, Virginia, or the IDA.   

 

 “Fiscal Year” means the Commonwealth’s fiscal year, which runs from July 1 of one 

calendar year through June 30 of the following calendar year.   

 

“Full-Time Job” means employment of an indefinite duration in the Eligible City, for 

Advanced Shipbuilding or activities ancillary to or supportive of Advanced Shipbuilding and as 

the direct result of the Capital Investment, for which the average annual wage is at least equal to 

the prevailing average annual wage in the Eligible City and for which the standard fringe 

benefits are paid by the Company, requiring a minimum of either (i) 35 hours of an employee’s 

time per week for the entire normal year of the Company’s operations, which “normal year” 

must consist of at least 48 weeks or (ii) 1,680 hours per year.  Seasonal or temporary positions, 

and positions created when a job function is shifted from an existing location in the 

Commonwealth shall not qualify as Full-Time Jobs.  The aggregate number of hours worked 
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(including paid holidays, vacation, sick leave, and all other paid time off) during a particular 

calendar year will count toward the Full-Time Jobs.   

 

“Full-Time Jobs within the Virginia Class Submarine Program” shall be the total 

number of man hours of work in a work week on the Virginia Class Submarine program 

performed by people holding Full-Time Jobs, divided by 40 less any holiday time during that 

week.  The man hours of work shall be as reported by the Qualified Shipbuilder to the United 

States Navy.  The annual average will be for the first 48 work weeks of each calendar year.    

 

For the employees and employers noted in clauses (a) through (d) below, jobs will count 

as Full-Time Jobs within the Virginia Class Submarine Program on a full-time equivalent basis, 

even if the jobs are not of an indefinite duration or even if the Company is not directly paying the 

wages or providing the fringe benefits, but only so long as the other conditions for a Full-Time 

Job have been satisfied.  Whether to include the growth in these categories of jobs above their 

calendar year 2008 baseline numbers in determining the achievement of the New Full-Time Jobs 

Target shall be at the option of the Qualified Shipbuilder, but once included they must continue 

to be reported in subsequent Applications: 

 

(a) Employees of a subsidiary or partner, a joint venturer, or an affiliated company, if 

such employees are in the Commonwealth and are assigned to the Company’s 

Virginia Class Submarine program; 

 

(b) Employees of contractors and subcontractors in the Commonwealth who provide 

dedicated full-time support during a particular calendar year related to the 

Company’s technical, production, manufacturing or similar operations in support 

of the Company’s Virginia Class Submarine program;   

 

(c) Members of the United States Navy assigned to duty in the Eligible City to 

support the Virginia Class Submarine Program or to serve on Virginia Class 

Submarines during construction, testing or outfitting by the Qualified Shipbuilder 

in the Eligible City; and  

 

(d) Employees of the Qualified Shipbuilder enrolled full time in the Apprentice 

School above the calendar year 2008 base enrollment of 750.  

 

 “Fund” means the Advanced Shipbuilding Training Facility Fund created under the Act 

and established on the books of the Comptroller of the Commonwealth.  Grant payments will be 

made to the Company or the IDA, as applicable, from the Fund.   

 

 “Grant” means the expected advanced shipbuilding training facility grant payments to 

be made by the Commonwealth to the Company or the IDA, as applicable, pursuant to the Act 

and in accordance with this Memorandum.   

 

 “New Full-Time Job Target” means each of the annual targets shown below for the 

aggregate number of New Full-Time Jobs within the Virginia Class Submarine Program, to be 

created and maintained by the Company: 
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Calendar Year 

Aggregate  

New Full-Time Jobs 

Within the Virginia Class 

Submarine Program  

Created and Maintained 

  

2011 81 

2012 276 

2013 500 

2014 750 

2015 1,000  

   

 “New Full-Time Jobs within the Virginia Class Submarine Program” means the number 

of Full-Time Jobs within the Virginia Class Submarine Program over the calendar year 2008 

base of 3,010 including apprentices or 2,892 not including apprentices. 

“New Training Facility” means a facility that may be constructed after January 1, 2009, 

that is to be operated by the Company, primarily to provide education, training and retraining of 

workers in the shipbuilding industry.  Such New Training Facility may be owned by the 

Company, or may be operated by the Company through a lease agreement with the Eligible City 

or a private developer.   

“Private Capital Target” means private non-public capital investment in real property, 

tangible personal property or both, in an amount equal to or greater than the cost of the New 

Training Facility, and which is located adjacent to the New Training Facility pursuant to a 

development plan approved by the Eligible City and the Company.  For the purposes of 

determining whether the Private Capital Target has been achieved, the capital expenditures made 

on the New Training Facility through December 31, 2015 shall be the basis of the Private Capital 

Target.    

  “Qualified Shipbuilder” means a shipbuilder located in an Eligible City that (i) makes a 

Capital Investment of at least $300 million from January 1, 2009 through December 31, 2011, 

related to Advanced Shipbuilding in an Eligible City; (ii) creates at least 1,000 New Full-Time 

Jobs within the Virginia Class Submarine Program from January 1, 2009 through December 31, 

2015 in an Eligible City for Advanced Shipbuilding or activities ancillary to or supportive of 

Advanced Shipbuilding; (iii) maintains an apprenticeship program accredited by the Council for 

Occupational Education with an average annual enrollment of at least 750 and articulation 

agreements with local community colleges that allow its graduates to qualify for accredited 

associate degrees from those institutions; and (iv) maintains a level of Training Expenses in each 

calendar year no less than the Base Training Expense.   

 “Secretary” means the Secretary of Commerce and Trade for the Commonwealth, or his 

designee.  
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 “Substantial Reduction” means either (i) the aggregate Capital Investment remaining at 

the end of a calendar year is more than 20% less than the Capital Investment remaining at the 

end of the previous calendar year because the assets that constitute the Capital Investment 

previously reported on an Application have been sold or otherwise disposed of, without an 

offsetting additional Capital Investment, or (ii) the number of New Full-Time Jobs within the 

Virginia Class Submarine Program remaining at the end of a calendar year is (A) more than 20% 

less than the number of New Full-Time Jobs within the Virginia Class Submarine Program 

during the previous calendar year and (B) is lower than the New Full-Time Job Target for that 

year.    

“Training Expense” means an expense paid directly or indirectly by the Company to 

train or retrain a new or existing employee in Advanced Shipbuilding or activities ancillary to or 

supportive of Advanced Shipbuilding, including but not limited to (i) the personnel cost of 

employees of the Company conducting the training or being trained; (ii) materials and supplies 

used in providing that training; (iii) tuition and other costs paid to a school or vendor for training 

of a new or existing employee; or (iv) the capital or lease cost of any New Training Facility, 

including any lease cost for the New Training Facility paid by the IDA. 

 “VEDP” means the Virginia Economic Development Partnership Authority, and its 

successors and assigns.   

 

 “Waiver” means the exercise by the Company of its option to forego the receipt by the 

Company of Grant payments under Subsection B. of the Act in favor of the receipt by the IDA of 

Grant payments under Subsection F. of the Act.   

 

 Section 2.  Advanced Shipbuilding Training Facility Grant Program; Generally; 

Waiver. 

 

 (a) Company as Qualified Shipbuilder.  The parties anticipate that the Company will 

be a “Qualified Shipbuilder,” as defined above and in the Act.  The Company will undertake to 

continue to be a “Qualified Shipbuilder” throughout the entire period of the payment of the Grant.      

 

 (b) Memorandum.  The parties intend that this Memorandum meet the requirement in 

the Act that there be a memorandum of understanding among the Company, the Commonwealth 

and the Eligible City setting forth the requirements for the payment and receipt of Grant 

payments. 

 

 (c) Grant Payments Subject to Appropriation.  The Commonwealth’s obligations 

under this Memorandum and the Act to make Grant payments to the Company or the IDA, as 

applicable, shall constitute contractual obligations to make such payments; provided that the 

parties acknowledge that all of the Grant payments described in this Memorandum are subject to 

appropriation by the Virginia General Assembly, will be paid from the Fund, and are subject to 

reduction should there be insufficient moneys in the Fund to make the Grant payments in full.   

 

Although payments to the Company or the IDA, as applicable, under this Memorandum 

are subject to appropriation by the Virginia General Assembly, the Secretary, on behalf of the 
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Commonwealth, agrees to exercise diligence in seeking the necessary funding for Grant 

payments under this Memorandum from the Virginia General Assembly.  The Secretary will 

include such funding in the appropriate budget requests to the Governor for the appropriate fiscal 

years and for later fiscal years, should there be any deferrals of Grant payments or failures to 

appropriate in earlier fiscal years.   The Governor shall include in the Budget Bill he submits to 

the General Assembly in 2011 and later years pursuant to §2.2-1509 of the Virginia Code all 

appropriations necessary to fulfill the obligations of the Commonwealth pursuant to this 

Memorandum.  The obligation to include such funding in budget requests to the Governor for 

later fiscal years based on the Commonwealth’s failure to appropriate in a prior fiscal year will 

cease three fiscal years after the failure to appropriate.   

 

 (d) No Double-Counting.  No capital expenditures made nor new jobs created that are 

subject to any other performance agreement with the Commonwealth, the Eligible City or any 

other Virginia locality may count as Capital Investments or New Full-Time Jobs within the 

Virginia Class Submarine Program under this Memorandum.  For example, the capital 

expenditures to be made and the new jobs to be created by AREVA Newport News, LLC or by 

Newport News Energy Company that are related to the nuclear power industry, may not be 

counted as Capital Investments or New Full-Time Jobs within the Virginia Class Submarine 

Program.   

 

 When reporting on the New Full-Time Jobs within the Virginia Class Submarine 

Program, the Company or the IDA and the Company, as applicable, will be consistent 

throughout the Grant payment period on whether to include or exclude apprentices.   

 

 (e) Use of Grant Proceeds.  The Company or the IDA, whichever is the Grant 

recipient, agrees to expend the proceeds of each Grant payment on Training Expenses for the 

benefit of the Company, including, without limitation, the lease costs or development and capital 

costs of the New Training Facility.   

 

(f) Waiver.   By October 3, 2011, the Company shall provide to the Commonwealth 

written notice indicating whether it has or has not elected to make the Waiver.  Once such notice 

is provided to the Commonwealth, the election is irrevocable.   Unless the Company has elected 

to make the Waiver, the IDA shall not be eligible to apply for a Grant payment. 

 

 Section 3. Grant Payments. 

 

 (a) Maximum Payments.   

 

 (i) If no Waiver is Made:  If the Company does not make the Waiver, the 

maximum aggregate amount of the Grant payments to be made under this Memorandum 

is $25 million.  Notwithstanding the foregoing, as described in the last paragraph of this 

clause (i), the Secretary may recommend to the Virginia General Assembly that the 

Company be eligible for an additional $25 million in Grant payments to be paid in five 

annual installments of $5 million each in a future five-year period, on terms and 

conditions to be considered by the Virginia General Assembly at that time.  
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Except as noted in Section 4 related to deferred payments, the maximum Grant 

payment to be made hereunder in any of the Commonwealth’s Fiscal Years is $5 million.   

 

No later than 90 days following the Secretary’s receipt of the Application for the 

fifth Grant installment payment, the Secretary shall provide a report to the chairmen of 

the House Committee on Appropriations and the Senate Committee on Finance detailing 

the performance of the Company under the Grant.  Such review shall include, but not be 

limited to, an evaluation of (i) the return on investment, (ii) the time frame for return on 

investment to the Commonwealth, (iii) the average wages of the New Full-Time Jobs 

within the Virginia Class Submarine Program created by the Company, (iv) the additional 

Capital Investment made by the Company, and (v) the status of the Company’s 

apprenticeship program and facilities.  If the Secretary finds the Company has met the 

terms of the Grant program, he may recommend to the Virginia General Assembly 

eligibility for an additional $25 million in grants for additional training activities by the 

Company payable over a subsequent five-year period. 

 

(ii) If Waiver is Made:  If the Company makes the Waiver, the maximum 

aggregate amount of the Grant payments to be made under this Memorandum is 

$32,777,745, payable to the IDA in accordance with the schedule set forth on Exhibit A 

attached hereto and made a part hereof.   

 

Except as noted in Section 4 related to deferred payments, the maximum Grant 

payment to be made hereunder in any of the Commonwealth’s Fiscal Years is the amount 

shown for that Fiscal Year on Exhibit A.    

 

 (b) Annual Application for Grant Payment.  On or before April 1 of each year, 

commencing April 1, 2012, (i) the Company, if the Waiver is not made, or (ii) the IDA and the 

Company, if the Waiver is made, shall provide an Application for a Grant payment providing 

evidence, satisfactory to the Secretary, of: 

 

(i)  the aggregate number of New Full-Time Jobs within the Virginia Class 

Submarine Program in the period from January 1, 2009 through the end of the previous 

calendar year, and the average annual wage paid for the Full-Time Jobs within the 

Virginia Class Submarine Program in the previous calendar year;   

 

(ii) the extent to which, if any, the number of New Full-Time Jobs within the Virginia 

Class Submarine Program at the end of the previous calendar year is less than the number 

of New Full-Time Jobs within the Virginia Class Submarine Program at the end of the 

second previous calendar year;  

 

(iii) the aggregate amount of the Capital Investment made or lost in the period from 

July 1, 2009 through December 31, 2011 and through the end of the previous calendar 

year;  
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(iv) the extent to which, if any, the aggregate Capital Investment at the end of the 

previous calendar year is less than the aggregate Capital Investment at the end of the 

second previous calendar year;  

 

(v) (A) the continued existence of the Company’s apprenticeship program, (B) the 

continued accreditation of that program by the Council for Occupational Education, or a 

successor or similar accreditation organization, (C) the continued existence of articulation 

agreements between that program and one or more of Virginia’s community colleges, and 

(D) the number of apprentices enrolled in that program in the previous calendar year;  

 

(vi)  the aggregate amount of Training Expenses incurred during the previous calendar 

year;  

 

(vii) only if the Waiver is made, the approval by the Eligible City and the Company of 

a development plan that includes the New Training Facility and additional private capital 

investment located adjacent to the New Training Facility that is equal to or greater than 

the Private Capital Target;  
 

(viii)  only if the Waiver is made, the date construction began on a New Training 

Facility, the date or projected date of occupation by the Company, and once occupied, the 

continued use by the Company, and for the Application due by April 1, 2016, the total 

capital cost of the New Training Facility, which will become the measure of the amount 

of the Private Capital Target; and 

 

(ix)  only if the Waiver is made, the date construction began on the private capital 

investment and the amount expended by the end of the previous calendar year towards 

the Private Capital Target amount.  

 

Failure to meet the April 1 filing deadline shall result in a deferral of a scheduled Grant 

payment, as set forth in Section 4(a).  For filings by mail, the postmark cancellation shall govern 

the date of the filing determination.     

 

 (c) Annual Grant Payment.  Assuming that the following conditions have been met 

and have been demonstrated to the satisfaction of the Secretary in a timely-filed Application for 

a Grant payment, (1) if the Waiver has not been made, in each of the five Fiscal Years 2013 

through 2017, a Grant payment will be made to the Company in the amount of $5 million each, 

or (2) if the Waiver has been made, in each of the five Fiscal Years 2013 through 2017, a Grant 

will be made to the IDA in the amount for that Fiscal Year shown on Exhibit A.  Such Grant 

payment will be made in the Fiscal Year following the filing of the Application.  To receive the 

full scheduled Grant payment in each Fiscal Year, the Company or the IDA and the Company, as 

applicable, must have timely filed an Application by the prior April 1 demonstrating to the 

satisfaction of the Secretary: 

 

(i) that the Company has achieved the New Full-Time Jobs Target in the period from 

January 1, 2009 through the end of the previous calendar year; 
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 (ii) that no Substantial Reduction in the number of New Full-Time Jobs within the 

Virginia Class Submarine Program occurred during the previous calendar year; 

 

(iii) that the aggregate amount of the Capital Investment made in the period from 

January 1, 2009 through December 31, 2011, was at least $300 million;  

 

(iv) that no Substantial Reduction in the aggregate amount of Capital Investment 

occurred during the previous calendar year;     

 

(v) that (A) the Company’s apprenticeship program continues to exist, (B) that 

program continues to be accredited by the Council for Occupational Education, or a 

successor or similar accreditation organization, (C) the articulation agreements between 

that program and one or more of Virginia’s community colleges continue to exist, and (D) 

the number of apprentices enrolled in that program in the prior calendar year is not less 

than 750; 

 

(vi) that the amount of Training Expenses incurred by the Company and the IDA in 

the prior calendar year was at least $52,957,919 plus the amount of any Grant payment 

received in the previous calendar year; 

 

(vii) only if the Waiver is made, that the Eligible City and the Company have approved 

the development plan described in clause 3(b)(vii) above; 
 

(viii)  only if the Waiver is made, that (A) the New Training Facility is under 

construction and is still intended to be used by the Company, or (B) the New Training 

Facility has been completed and is actually being used the Company; and 

 

(ix)  only if the Waiver is made, for the Application due by April 1, 2016, that the 

Private Capital Target has been achieved.  

 

 Section 4. Deferred or Reduced Grant Payments. 

 

 (a) Deferral for Late Application.  If an Application that otherwise would have 

demonstrated compliance with the conditions for a Grant payment is submitted after an April 1 

deadline date, the Grant payment will not be made in the succeeding Fiscal Year, but will be 

made in the second succeeding Fiscal Year, together with any other Grant payment that may be 

due in that second succeeding Fiscal Year.   

 

(b) Deferral for Failure to Meet Capital Investment Target.  If the Company has failed 

to make Capital Investments of at least $300 million in the period from January 1, 2009 through 

December 31, 2011, the Company will have until December 31, 2014, to make Capital 

Investments of at least $300 million.  No Grant payment will be made unless and until the 

Company has made Capital Investments of at least $300 million.  An Application demonstrating 

compliance may be filed no later than April 1, 2015, reflecting Capital Investments made by 

December 31, 2014.  If so filed, that Grant payment or payments that were deferred will be paid 

in the first Fiscal Year after which the Company has demonstrated in an Application compliance 
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with such condition.  Any such deferred payment will be added to any Grant payment otherwise 

due in such succeeding Fiscal Year.    

 

(c) Deferral for Failure to Achieve New Full-Time Jobs Target.  If the Company has 

failed to achieve the applicable New Full-Time Jobs Target as of the end of the preceding 

calendar year, the Company or the IDA, as applicable, will be ineligible for a Grant payment in 

the succeeding Fiscal Year, but that Grant payment will be deferred and paid in the first Fiscal 

Year after which the Company has demonstrated in an Application compliance with such 

condition.  Any such deferred payment will be added to any Grant payment otherwise due in 

such succeeding Fiscal Year.   An Application demonstrating compliance may be filed no later 

than April 1, 2016, reflecting achievement of the New Full-Time Jobs Target by December 31, 

2015.    

 

 (d) Deferral for Failure to Maintain Targets Related to Apprenticeship Program.  If an 

Application indicates that the Company has failed to achieve or maintain one or more of the 

conditions described in Section 3(c)(v), related to the Company’s apprenticeship program, the 

Company or the IDA, as applicable, will be ineligible for a Grant payment in the succeeding 

Fiscal Year, but that Grant payment will be deferred and paid in the first Fiscal Year after which 

the Company has demonstrated in an Application compliance with such conditions.  Any such 

deferred payment will be added to any Grant payment otherwise due in such succeeding Fiscal 

Year.  An Application demonstrating compliance may be filed no later than April 1, 2016, 

reflecting achievement or maintenance of such conditions through December 31, 2015.   

 

 (e) Reduction and Deferral for Substantial Reduction.  If an Application reveals that a 

Substantial Reduction, either in aggregate Capital Investment or New Full-Time Jobs within the 

Virginia Class Submarine Program has occurred, the amount of the Grant payment due in the 

following Fiscal Year shall be reduced, but not if the Capital Investment has been reduced below 

$300 million or the New Full-Time Jobs within the Virginia Class Submarine Program retained 

has been reduced below the applicable New Full-Time Jobs Target.  For this purpose, each 

regularly-scheduled Grant payment will be allocated 50% to the Capital Investment and 50% to 

the New Full-Time Jobs within the Virginia Class Submarine Program and the reduction will 

reflect the percentage by which there has been a Substantial Reduction.  For example, if an 

Application reveals that there has been a reduction in the aggregate Capital Investment in the 

previous calendar year of 25% from the second previous calendar year and a reduction in the 

New Full-Time Jobs within the Virginia Class Submarine Program in the previous calendar year 

of 25% from the second previous calendar year, the Grant payment shall be reduced by 25% of 

that portion allocable to the Capital Investment and by 25% of that portion allocable to the New 

Full-Time Jobs within the Virginia Class Submarine Program.  The amount of the reduction will 

be deferred for payment with any Grant payment otherwise due in a Fiscal Year following an 

Application which demonstrates that the Capital Investment and/or New Full-Time Jobs within 

the Virginia Class Submarine Program, as applicable, have returned to a level that existed in the 

second previous calendar year that served as the base year for the Substantial Reduction.  No 

Grant payments so deferred will be paid unless the Capital Investment or New Full-Time Jobs 

within the Virginia Class Submarine Program have returned to such a level by the second 

Application after the Substantial Reduction.   
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 If a Substantial Reduction has reduced the remaining Capital Investment below $300 

million or the New Full-Time Jobs within the Virginia Class Submarine Program retained below 

the applicable New Full-Time Jobs Target, no Grant payments, including deferrals from prior 

years, will be made until the level of aggregate Capital Investment has returned to at least $300 

million and the level of New Full-Time Jobs within the Virginia Class Submarine Program 

retained has returned to at least the applicable New Full-Time Jobs Target.   

 

 (f)  Reduction and Deferral Related to Training Expenses; Clawback.  If an 

Application shows that the Training Expenses for the prior calendar year were less than the Base 

Training Expense plus the amount of any Grant payment received by the Company or the IDA, 

as applicable, in the prior calendar year, the next Grant payment will be reduced by the amount 

of the shortfall.  If a future Application demonstrates that the Training Expenses for the prior 

calendar year were more than the Base Training Expense plus the amount of any Grant payment 

received by the Company or the IDA, as applicable, in the prior calendar year, the Grant amount 

deferred in the prior year may be added to the Grant amount due in the next Fiscal Year, until the 

amount earlier deferred is fully recovered, subject to deferral and reduction as provided herein.   

 

 The Company or the IDA and the Company, as applicable, shall file an Application by 

April 1 in the year after the final Grant payment was made, which need only provide the 

information required by Section 3(b)(vi) above.  If such Application shows that the Training 

Expenses for the prior calendar year were less than the Base Training Expense plus the amount 

of any Grant payment received by the Company or the IDA, as applicable, in the prior calendar 

year, the Company shall repay to the Commonwealth the amount of the shortfall.  Such 

repayment is due by June 30 of that year.   

 

(g) Substantial Reduction Caused by United States Government.  If there are 

reductions in either Capital Investment or New Full-Time Jobs within the Virginia Class 

Submarine Program that occur because of a decision by the United States Government to reduce, 

delay or cancel the current Virginia Class Submarine program production schedule of two ships 

per year, or if, for the same reason, the Company is unable to achieve the New Full-time Job 

Target, the Commonwealth, the Company and the IDA will discuss and consider amendments to 

this Memorandum that may be appropriate to allow an additional period for achieving the Capital 

Investment and New Full-Time Job Target and to allow additional programs where job creation 

or growth are occurring or planned to be counted toward the New Full-Time Job Target.  These 

amendments must conform to the provisions of the Act (including the provisions related to the 

status of the Company as a Qualified Shipbuilder) , and, as to the Commonwealth, may be based 

in part upon an analysis of the economic impact to the Commonwealth of the adjusted capital 

expenditure and new jobs expectations.   Further, the Commonwealth, the Company and the IDA 

will consider whether to present to the Virginia General Assembly amendments to the Act that 

will allow the Company or the IDA, as applicable, to continue to qualify for Grant payments.   

 

(h) Deferral or Repayment for Failure to Provide a New Training Facility or Meet 

Private Capital Target.  The provisions of this subsection (h) shall apply only if the Waiver has 

been made.   If the construction of the New Training Facility has been abandoned or ceased prior 

to its completion, if (during the construction period) the Company indicates that it no longer 

plans to use the New Training Facility, or if the Company is not actually using the completed 
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New Training Facility, no Grant payment will be made unless and until, as applicable, the 

construction has recommenced, and the New Training Facility is intended to be used or is being 

used by the Company.  An Application demonstrating compliance may be filed no later than 

April 1, 2016, reflecting performance through December 31, 2015.  If so filed, the Grant 

payment or payments that were deferred will be paid in the first Fiscal Year after which the 

Application demonstrates compliance with such conditions.  Any such deferred payment will be 

added to any Grant payment otherwise due in such succeeding Fiscal Year.    

 

If the Private Capital Target has not been achieved by December 31, 2015, no further 

Grant payment will be made.  An Application demonstrating compliance may be filed no later 

than April 1, 2016, reflecting performance through December 31, 2015.  If compliance with such 

condition is not achieved, the IDA shall repay any Grant payments previously received, as 

described in Section 5.   

 

 (i) Other Provisions Related to a Substantial Reduction.  In the case of any 

Substantial Reduction, the Company shall provide written notice to the Secretary and VEDP 

within thirty (30) days of becoming aware of such event and shall meet with VEDP to propose 

and discuss a recovery plan.   

 

 Section 5. Repayment Obligation of the Company and the IDA. 

 

 According to the Act, a Qualified Shipbuilder entitled to Grant payments must 

have created at least 1,000 New Full-Time Jobs within the Virginia Class Submarine Program.  

Until the Company creates at least 1,000 New Full-Time Jobs within the Virginia Class 

Submarine Program any Grant payments received by the Company or the IDA, as applicable, are 

subject to repayment to the Commonwealth.  If by the Application filed by the Company or the 

IDA and the Company, as applicable, on or before April 1, 2016, reflecting the Company’s 

performance as of December 31, 2015, the Company has not created at least 1,000 New Full-

Time Jobs within the Virginia Class Submarine Program the Company or the IDA, as applicable, 

must repay to the Commonwealth all Grant payments previously received and will be entitled to 

no further Grant payments.  Such repayment is due by June 30, 2016.  If such a repayment 

is made by the IDA to the Commonwealth under this paragraph of this Section 5, the Company 

shall reimburse the IDA for such amount. 

 

 Further, according to the Act, if the Waiver has been made, the Private Capital Target 

must be achieved.  Until the Private Capital Target has been achieved, any Grant payments 

received by the IDA are subject to repayment to the Commonwealth.  If by the Application filed 

by the IDA on or before April 1, 2016, reflecting performance as of December 31, 2015, the 

Private Capital Target has not been achieved, the IDA must repay to the Commonwealth all 

Grant payments previously received and will be entitled to no further Grant payments.  Such 

repayment is due by June 30, 2016.   

 

 Section 6. Reporting and Tracking. 

 

 (a) Pre-Submission Evaluation.  In advance of submitting any Application, the 

Company or the IDA, as applicable, may request of the Secretary a pre-submission evaluation for 
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the purpose of determining the adequacy of records and other documentation proposed to be 

submitted.  

  

 (b) Secretary’s Report on Application.  Within thirty (30) days after receiving an 

Application, the Secretary shall certify to (i) the Comptroller of the Commonwealth, (ii) the 

Company, and (iii) if the Waiver has been made, the IDA, the amount of the Grant to which the 

Company or the IDA is entitled under this Memorandum.  Such Grant amount will be paid to the 

Company or the IDA, as applicable, from the Fund in the next Fiscal Year.  The Comptroller 

shall not draw any warrants to issue checks to the Company or the IDA, as applicable, without a 

specific legislative appropriation, as specified in the conditions and restrictions on expenditures 

in the applicable appropriation act.   

 

 (c) Confidential and Proprietary Information.  Any documents containing 

confidential and proprietary information made available and identified as such by the Company 

or the IDA on the Company’s behalf to the Commonwealth, shall be maintained as confidential 

by VEDP and the Secretary, to the extent permitted by law.   

 

(d) Transfer of New Training Facility; Status of Lease.  Upon its fulfillment of the 

conditions set forth in the Act, the Company may apply to the Commonwealth for a 

determination that the Company has met the conditions of the Act.  The IDA acknowledges and 

agrees that upon such determination the IDA, in conjunction with the private developer, will 

provide for the transfer of title of the New Training Facility to the Company at the conclusion of 

the Grant period, if and when the Company so requests.  At the conclusion of the Grant period, 

the Company shall have the right to assume ownership of the New Training Facility.   The 

transfer of ownership shall be provided for in a separate agreement among any of a private 

developer, the IDA and the Company.  The Commonwealth assumes no responsibility or liability 

of the IDA or the private developer for their obligation to transfer ownership of the New 

Training Facility to the Company.   

 

The IDA covenants and agrees that the terms and provisions of the lease or other 

arrangement that it will enter into with a private developer with respect to the New Training 

Facility will not cause that lease or other arrangement to be characterized as a capital lease by the 

IDA, under the Internal Revenue Code of 1986, as amended, and the regulations thereunder.  

Upon request of the Secretary, the IDA will provide to the Secretary a copy of any such lease or 

other arrangement and documentation regarding any debt of the private developer supported by 

payments under the lease or other arrangement.   

 

 Section 7.   Miscellaneous. 

 

 (a) Assignments.  The Commonwealth acknowledges that the Company, now known 

as Huntington Ingalls Incorporated, was known as Northrop Grumman Shipbuilding, Inc. at the 

time of the Original Memorandum.  None of the rights or responsibilities of any party under this 

Memorandum shall be transferred or assigned, including by operation of law, without the prior 

written consent of the other parties hereto; provided, that in the case of the IDA’s assignment of 

its rights hereunder to a financial institution in connection with the financing of the construction 
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by the IDA or a private developer of the New Training Facility, such consent shall not be 

unreasonably withheld, conditioned or delayed.   

 

 (b) Successors and Assigns.  Subject to the limitations on assignments set forth in 

subsection (a) above, all of the provisions of this Memorandum shall be binding upon and for the 

benefit of the respective successors and assigns of the parties hereto, to the same extent as if each 

successor and assign were in each case named as a party to this Memorandum. 

 

 (c) Completeness; Modification.  This Memorandum constitutes the entire agreement 

among the parties with respect to the Grant and supersedes all prior discussions, understandings, 

agreements and negotiations among the parties, except the Act.  This Memorandum may be 

modified only by a written instrument duly executed by the parties and any such modification 

must be in accordance with the Act.  Any modification to this Memorandum shall be submitted 

by the Secretary to the chairmen of the House Committee on Appropriations and the Senate 

Committee on Finance no later than 30 days after being executed by the Secretary. 

 

(d) Numbers; Gender.  Whenever in this Memorandum the singular number is used, 

the same shall include the plural where appropriate, and vice versa.  Words of any gender used in 

this Memorandum shall include each other gender where appropriate. 

 

 (e)   Notices.  All notices, communications and other information provided under this 

Memorandum shall be in writing and shall be given by (i) personal delivery, (ii) a nationally 

recognized overnight courier (providing confirmation receipts) for delivery on the following 

business day, (iii) confirmed facsimile, or (iv) first class mail postage prepaid, as follows: 

 

If to the Commonwealth: 

 

  Commonwealth of Virginia 

Address:    1111 East Broad Street, 4th Floor (zip code:  23219) 

       P.O. Box 1475 

       Richmond, VA 23218 

Attention:  Secretary of Commerce and Trade 

 Telecopier:  (804) 371-0250 

 

With a copy to: 

 

  Virginia Economic Development Partnership 

Address:    901 East Byrd Street, 19th Floor (zip code:  23219) 

       P.O. Box 798 

       Richmond, VA 23218-0798 

Attention:  President and Chief Executive Officer 

Telecopier:  (804) 545-5611 

 

If to the Company: 
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  Huntington Ingalls Incorporated 

Address:     4101 Washington Avenue 

Building 86-3 

                        Newport News, Virginia  23607 

Attention:   Vice President, Human Resources and Administration 

Telecopier: (757) 688-7750 

 

With a copy to: 

 

  Law Department 

Address:     4101 Washington Ave. 

                   Building 86-3 

                   Newport News, Virginia  23607 

Attention:   Ann L. Pharr, Assistant General Counsel 

Telecopier: (757) 380-3875 

 

If to the IDA: 

 

  Industrial Development Authority of the City of Newport News, Virginia 

Address:     2400 Washington Avenue, 3rd Floor 

Newport News, Virginia  23607 

Attention:   Secretary/Treasurer 

Telecopier: (757) 926-3504 

 

With a copy to: 

 

  Raymond H. Suttle, Jr. Esquire 

            Jones, Blechman, Woltz & Kelly, P.C. 

Address:     701 Town Center Drive, Suite 800 

                   Newport News, Virginia  23606 

Telecopier: (757) 873-8103 

 

or to such other address or telecopier number as shall be notified by any party to the other parties.  

Except as noted in the next sentence, any notice shall be deemed given when received or first 

refused by the addressee.  Any evidence provided by the Company or the Eligible City by mail 

pursuant to Section 3 shall be deemed given when postmarked.   

 

 (f) Governing Law.  This Memorandum shall be governed by and construed in 

accordance with the laws of the Commonwealth, without reference to its choice of law rules. 

 

 (g) Severability.  { TC "Section 6.2. Severability" \f C \l "2" } If any court 

determines that any clause, provision or section of this Memorandum is illegal or invalid, the 

parties shall negotiate in good faith a substitute clause, provision or section, which such substitute 

must be in accordance with the Act, and the unaffected provisions shall remain in effect.   
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 (h) Counterparts.  { TC "Section 6.4. Counterparts" \f C \l "2"} This 

Memorandum may be executed in several counterparts, each of which will be an original, and the 

counterparts will together constitute one and the same instrument. 

 

 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 
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 WITNESS the following signatures as of the day and year first written above. 

 

 

COMMONWEALTH OF VIRGINIA 

 

 

 

By        

     Name:  James S. Cheng 

     Title:    Secretary of Commerce and Trade 

 

 

HUNTINGTON INGALLS INCORPORATED   

 

 

 

By        

     Name:        

     Title:           

 

 

 INDUSTRIAL DEVELOPMENT AUTHORITY  

 OF THE CITY OF NEWPORT NEWS, VIRGINIA 

 

 

 By        

      Name:        

      Title:          

 

ATTEST: 

 

 

     (SEAL) 

Florence G. Kingston 

Secretary/Treasurer    

 

Approved as to Form: 

 

      

Raymond H. Suttle, Jr., Esquire 

IDA Counsel 

 

 

Exhibit A: Schedule of Grant Payments if Waiver is Made 
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Exhibit A 

Schedule of Grant Payments 

If Waiver is Made 

Under Section 59.1-284.23.F of the Act 

 

 

Expected Payment Date 09/01/12 09/01/13 09/01/14 09/01/15 09/01/16 

Fiscal Year 2013 2014 2015 2016 2017 

 

Amount of Grant 

 

$5,000,000 

 

$5,000,000 

 

$8,029,323 

 

$7,592,582 

 

$7,155,840 

 

 

                   Total:  $32,777,745  
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