April 6, 2001

VEMORANDUM

TO The Fi nance Committee:

WlliamH Goodwin, Jr., Chair
Charles L. d azer

Ti ot hy B. Robertson

Joseph E. Wl fe

John P. Ackerly, 111, Ex Oficio

and

The Remai ni ng Menbers of the Board:

Thomas J. Bliley, Jr. St ephen S. Phel an, Jr.

Charles M Caravati Jr., MD. Gordon F. Rainey, Jr.

Wlliam G Crutchfield, Jr. Terence P. Ross

Thomas F. Farrell, |1 Thomas A. Saunders, |11

T. Keister Geer El i zabeth A. Twohy

El si e Goodwyn Hol | and Benjanmin P. A Warthen
FROM Al exander G Glliam Jr.

SUBJECT: M nutes of the Meeting of the Finance Conmittee
on April 6, 2001

The Finance Committee of the Board of Visitors of the
University of Virginia nmet, in Qpen Session, at 9:00 a.m,
Friday, April 6, 2001, in the Board Room of the Rotunda; WIIiam
H Goodwin, Jr., Chair, presided. Charles L. dazer, Tinothy B.
Robertson, Joseph E. Wl fe, and John P. Ackerly, 111, Rector,
wer e present.

Al so present were Thomas J. Bliley, Jr., Charles M
Caravati, Jr., MD., Wlliam G Crutchfield, Jr., T. Keister
Greer, Ms. Elsie Goodwn Holland, Gordon F. Rainey, Jr., Terence
P. Ross, Ms. Elizabeth A. Twohy, Thomas A. Saunders, |11,
Benjanmin P. A Warthen, and Stephen S. Phelan, Jr.

Ms. Sasha L. WIson, the Student Menber-elect, also was
present.
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Present as well were John T. Casteen, |||, Leonard W
Sandri dge, Alexander G Glliam Jr., Paul J. Forch, Robert W
Cantrell, MD., Peter W Low, M. Colette Sheehy, WIliam W
Har mon, Robert E. Reynolds, MD., Gene D. Block, Ms. Alice W
Handy, George E. Cul bertson, and Ms. Jeanne Flippo Bail es.

The Chair asked M. Sandridge, Executive Vice President and
Chief Qperating Oficer, to present the Agenda.

The first two itens were Consent Agenda itens. M.
Sandridge reninded the Conmittee that at this neeting, the Board
customarily sets the faculty and staff housing rates for the next
academ c year. Accordingly, he presented a resol ution approving
an average 4.8%rise in faculty and staff housing rates at the
University and a 3.5%rise at The University of Virginia's
Col | ege at W se.

The resol uti on was adopted and reconmended to the full Board
for approval at its neeting on April 7, 2001 (see Mnutes of the
meeting of the Board of Visitors of that date).

The second Consent resolution proposed by M. Sandridge
asked for approval of a qualified defined contribution retirenent
pl an for Community Medicine, LLC physicians.

The resol uti on was adopted and reconmended to the full Board
for approval at its neeting on April 7, 2001 (see Mnutes of the
meeting of the Board of Visitors of that date).

M. Sandridge and Ms. Capone, Vice President for Managenent
and Budget, then led a discussion of the proposed tuition and
required fees for the next academ c year and the 2002 Summer
Sessi on.

They renminded the Conmittee that the 2000 Appropriations Act
continues the prohibition against increases in tuition and
requi red educational and general fees for undergraduate students
fromVirginia. The sane legislation |imts increases in
mandat ory non- E&G fees, but fees required for debt service and
auxiliary capital projects are exenpt fromthese limtations.
The Board of Visitors, however, may set graduate, professional
and out-of-state undergraduate tuition and fees.

Ms. Capone outlined the procedure used in setting tuition
and fees: consultation with a wide variety of University
of ficers and discussion with the Student Council. She conpared
the University's charges with those levied at the other top 25
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institutions in the country (as nmeasured by U S. News & Wrld
Report): the University's in-state charges are slightly bel ow
the average for public institutions but slightly above for out-
of -state students; the figure is considerably bel ow what is
charged at the private institutions in this ranking. Anong
public institutions in Virginia, tuition for Virginians is
slightly higher than tuition for Virginians at VM, VPl and
WIlliamand Mary; required fees, on the other hand are

consi derably lower than those levied at other institutions except
VPI. CQut-of-state tuition is higher than at any other
institution in Virginia, but only VPI has |ower required fees.

It is estimated that in the current acadenic year, the
Uni versity has been able to neet 90% of its students’ financial
needs (about 25% of the students at the University have
demonstrated financial need).

For the next academ c year, there is, of course, no change
in the tuition proposed for in-state undergraduates, but a 4.8%
rise for non-Virginian undergraduates. There is a $76 — or 7.8%
- proposed rise in required fees for both Virgini ans and non-
Vi rgini ans.

The rise in tuition and fees for Virginians thus would be
1.8% and 4.9% for non-Virginians.

For graduate students, the proposed rise in tuition for
Virginians is 2% and for non-Virginians 4.8% As with
undergraduates, it is proposed that fees for Virginians and non-
Virginians alike be raised by $76.

At the Darden School, Virginians entering in the fall of
2001 woul d have an 8.2% increase in tuition and fees and non-
Virginians 6.5% Ms. Capone pointed out that the new rates would
still be below what is charged by the Darden School’s
conmpetitors. At the Law School, tuition and fees would be raised
by 6.9% for all students.

Ms. Capone noted that when required fees are conbined with
tuition and room and board i ncreases, the cost of education for
Virginians will rise by 3.2%in the next academnic year and the
cost for non-Virginians will increase by 4.8%

While there is no increase in tuition proposed for
Virginians at The University of Virginia s College at Wse, fees
woul d i ncrease by $140 or 10% For out-of-state students,
tuition would rise by 6.5% and fees by 10% Dornitory rates
woul d be raised by 2.8%and dining hall charges by 3% for all
students. The total cost of education (tuition, fees, room and
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board) thus would increase by 3.4%for Virginians and 5.6% for
students fromoutside the state.

M. Ross asked for a presentation on student financial aid
at the June Board of Visitors neeting.

There was di scussion of the special fee levied on Lawn
residents for the several neals they eat in common each senester.
The $60 fee they pay entitles themto three of these dinners.

On notion, the Commttee adopted resol uti ons approvi ng
tuition and required fees for the acadenic division for 2001-2002
and the Sunmer Session of 2002, for tuition and required fees at
The University of Virginia’s College at Wse, for the allocation
of required fees for 2001-2002 in the academ c division, for the
approval of Sunmmer and ot her Special Session fees, and for dining
hall contract rates at the University and at The University of
Virginia's College at Wse. The Conmmittee recomrended all of
these resolutions to the full Board for approval at its neeting
on April 7'" (see Mnutes of the neeting of the Board of Visitors,
April 7, 2001).

M. Rainey pointed out that the Board had enbraced the
principle that both the Darden School and the Law School shoul d
be pursuing a course toward financial self-sufficiency. He noted
that the differential between in-state and out-of-state tuition
at Darden was $5,000, yet at the Law School the differential was
al nost $8,000. As a matter of principle, he said he wondered
whet her over sone period of tine the tuition structures at these
two professional schools should be nore harnoni zed given the
common objective each is pursuing to becone financially self-
sufficient. He acknow edged this was not the tine to debate the
poi nt because the tuition at both schools had been approved for
the com ng year. But he asked M. Sandridge, in consultation
with the Deans of the Law School and Darden School, to consider
the matter and when M. Sandridge reviews the tuition outl ook
with the Board in Cctober to possibly suggest sonme options for
both schools to attain financial self-sufficiency. The Rector
noted that the in-state out-of-state differential at the Medical
School is $11,000, $13,000 in the undergraduate schools and
$7,000 at Wse. He suggested that all of these be taken into
account in the proposed discussion.

M. Sandridge next proposed a resolution authorizing a short
termconstruction loan of $13 mllion to conplete the Carl Snmith
Center/ Scott Stadi um expansion project. On notion, the Commttee
adopted the resolution and reconmended it to the full Board for
approval at the Board neeting on April 7'" (see Mnutes of the
neeting of the Board of Visitors, April 7, 2001).
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The next itemon the Agenda was sonewhat sinilar — matters
dealing with a loan for the stadiumat The University of
Virginia's College at Wse. M. Sandridge proposed a resol ution
extending the maturity to Fiscal Year 2009 of the $3 million
internal loan granted to the College for the construction of its
stadium On notion, the Commttee adopted the resol ution and
reconmended it to the full Board for approval at the Board
meeting on April 7'" (see Mnutes of the neeting of the Board of
Visitors, April 7, 2001).

M. Sandridge then proposed a resol ution approving the
spending rate from Endowrent incone for the forthcom ng fisca
year; the Board customarily sets this rate at its April meeting.
On notion, the Commttee adopted the resol ution and recomrended
it to the full Board for approval at the Board neeting on Apri
7'" (see M nutes of the neeting of the Board of Visitors, April 7,
2001) .

The University is asked to submt enrollnment projections to
the State Council of Hi gher Education in Virginia. The Board of
Visitors approved a fifteen year phased enrollnment growh plan in
1990 and has revised that plan three times since then.

There was consi derabl e di scussion of the proposed resol ution
with enroll nent projections. Menbers felt that the University
was being asked to absorb nore students wi thout being given the
resources to acconmodate them There were proposals to discuss
this with the State Council and others in Richnond in an attenpt
to reach an equitable conprom se. The Rector asked for a report
at the next nmeeting on the inequities between the State Council’s
enrol Il ment requirenents and the |lack of capital appropriations
for classroons and dormitories.

In the end, it was decided to postpone action on the
resolution until the next day.

The Chair asked Ms. Handy to give her customary report on
the University’' s Endownent.

As of February 28t M. Handy sai d, the Endownent stands at
$1 billion, 758 mllion. She discussed the portfolio and
anal yzed the performance of parts of it (summary tables of this,
whi ch Ms. Handy presented to the Cormittee, are appended as an
Attachnment). The Chair al so gave an anal ysis.

The Chair and Ms. Handy reported on actions taken at
neetings of comrittees of the Board of the University |nvestnent
Managenent Conpany (UVIMCO) since the | ast neeting of the Board
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meeting of the Board of Visitors, April 6-7, 2001.)
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Ms. Capone gave a brief report on actions affecting the
Uni versity that were taken by the General Assenbly during the
recent Session.

On notion, the neeting was adjourned at 10:35 a.m

The Committee nmet briefly at 10:00 a.m, Saturday, April
7" to discuss and adopt a revised resolution on enroll nment
projections. The resolution was recomended to the full Board
for approval at the Board neeting |later that day. (See M nutes
of the neeting of the Board of Visitors of April 7, 2001.)

AGG | ah
Copi es to: John T. Casteen, |11
Gene D. Bl ock

Robert W Cantrell
Ceorge E. Cul bertson
Loui se Dudl ey

Paul J. Forch

Wl liamW Harnon
Terry Hol | and

Peter W Low

Robert E. Reynol ds
Leonard W Sandri dge
Col ett e Sheehy
Robert D. Sweeney
Alice W Handy

Sasha L. Wl son
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CHANGE | N ENDOWENT BALANCES

Fi scal Year to Dateft
(In $ MIIlions)

BEG NNI NG BALANCE $1, 739. 1
GAI N (LOSS) 24. 9
G FTS 5.5
NET FUND TRANSFERS (10. 9)
ENDI NG BALANCE $1, 758. 6

t As of February 28, 2001



PORTFOLI O COMPCSI T1 ON
As of February 28, 2001
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ANALYSI S OF PERFORMANCE
FY Through 3/31/01
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UVA POOLED FUND
As of March 31, 2001

9MOS 1YR 3YR 5 YR 20 YR
% % % % %

POOLED ENDOWVENT 2.3 43, 24. 21. 15.9
| NFLATI ON + SPENDI NG 4.9 8. 7. 7. 8.4
PEER GROUP — TOP QUARTI LE 40. 23. 22.
PROXY -7.3 10. 11. 13. 13.7
S&P 500 -19.5 7. 19. 23. 17.3
MERRI LL LYNCH 7-10 YR 12.0 4, 6. 6. 10. 6




