January 31, 2003

VEMORANDUM

TO The Fi nance Conmittee:

WlliamH Goodwin, Jr., Chair
Thomas F. Farrell, 11

Charles L. d azer

Mark J. Kington

Thomas A. Saunders, 111

Warren M Thonpson

John P. Ackerly, |11, Ex Oficio
and
Thormas J. Bliley, Jr. CGordon F. Rainey, Jr.
WIlliam G Crutchfield, Jr. Terence P. Ross
T. Keister Geer Eli zabeth A. Twohy
El si e Goodwyn Hol | and E. Darracott Vaughan, Jr., MD.
Don R Pippin H. Ti nothy Lovel ace, Jr.
FROM Al exander G Glliam Jr.

SUBJECT: M nutes of the Meeting of the Finance Committee

The Finance Committee of the Board of Visitors of the
University of Virginia net, in Open Session, at 10:05 a.m,
Friday, January 31, 2003, in the East Oval Room of the Rotunda;
WIlliamH Goodwn, Jr., Chair, presided. Thomas F. Farrell, II,
Mark J. Kington, Warren M Thonpson, and John P. Ackerly, |11,
Rector, were present.

Al so present were Thomas J. Bliley, Jr., WlliamG
Crutchfield, Jr., T. Keister Geer, Ms. Elsie Goodwn Holl and,
Don R Pippin, Gordon F. Rainey, Jr., Ms. Elizabeth A Twohy, E
Darracott Vaughan, Jr., MD., and H Tinothy Lovel ace, Jr.
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Present as well were John T. Casteen, IIl, Leonard W
Sandridge, Alexander G Glliam Jr., Paul J. Forch, R Edward
Howel | , Arthur Garson, Jr., MD., Gene D. Block, Ms. Colette
Sheehy, Robert D. Sweeney, Robert E. Reynolds, MD., M. Yoke San
L. Reynolds, R Ariel Gonmez, MD., Ms. Patricia M Lanpkin,
WIlliamW Harnon, Steven H Kaplan, and Ms. Jeanne Fli ppo
Bai | es.

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

The first two itenms were Consent itens: the disposition of
property on 10 1/2 Street in Charlottesville, adjacent to Stacey
Hall, and the disposition of the College at Wse’s share in two
lots on Park Avenue in Norton

The 10 1/2 Street proposal involves granting 1,800 square
feet to a devel oper, Tenth and Main LLC, who owns adj acent
property and who wants to i nprove the appearance and useful ness
of the parcel in question as he devel ops his own property. The
land is of no use to the University, and the inprovenents the
devel oper has in mine would inprove access to Stacey Hall — the
devel oper proposes easenents to the University, which would
permit this.

The University of Virginia s College at Wse was left 50%
interest in two lots in Norton by Ms. Virginia |Irene Meador, who
died in 1995. The lots, which are uninproved, are adjacent to
the Norton United Methodi st Church, which wishes to acquire them
for church use. The Church has proposed a price which would give
the Col | ege $5,000; the College will use the noney for student
schol arships or | oans. The purchase price is greater than the
assessed val ue of the lots.

On notion, the Commttee adopted the necessary resol utions
and recommended themto the full Board for approval (see M nutes
of the nmeeting of the Board of Visitors, February 1, 2003).

The first itemon the Action Agenda was the approval of
student housing rates for 2003-2004 at the University and at The
University of Virginia's College at Wse, as well as housing at
the Mountain Lake Biological Station in Gles County for the
sumer of 2003. M. Sandridge asked Ms. Reynol ds, Vice President
for Finance, to nake the presentation
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Ms. Reynolds first reviewed for the commttee the reserve

fund for facilities inprovenent. |In January 2001, the Board of
Visitors approved an annual fee of $50, to be part of the housing
fee, for this fund. |In January 2002, the Board approved an

addi tion of $100, for a total of $150; a $150 increase in the
facilities inprovenent fee is needed for 2003-2004, and simlar
enhancenents to the fee can be expected over the next four years.
Ms. Reynol ds then rem nded the Committee of the inmmedi ate need
for such a fee: the deterioration of the Al derman Road

dorm tories and Bi ce House on Brandon Avenue. It has not yet
been deci ded what will be done to the Al derman Road houses and

t he eventual cost of renovation will depend on these decisions
and on whet her progranms will be added to the dornitories beyond
the function of sinply providing housing.

Ms. Reynolds drew the Commttee s attention to a tabl e,
whi ch showed t he ampunts expended on repairing and renovati ng
student housing, from 1995 forward (a copy of this table is
appended as an Attachnent).

The proposed housing rates for the University for 2003-2004
woul d be an increase of 10.6% as conpared to 8.5%in 2002-2003.
The average housing rate for the University thus would be $2, 711,
which is below the statew de average of $3,050 for |ast year. O
the 10.6% i ncrease proposed, 6.1% would be for the facilities
i nprovenent fee.

The proposed increase at Wse would be 4.8%

The necessary resolution, which also covered increases at
Mount ai n Lake, was approved by the Conmittee and recomrended to
the full Board for approval (see Mnutes of the neeting of the
Board of Visitors, February 1, 2003).

M. Sandridge next told the Conmttee that he and M.
Reynol ds woul d | ead a di scussion of the University' s debt
structure and policy. M. Reynolds pointed out that the
University currently handl es short-term debt by internal | oans.
It is proposed now that commercial paper be issued to take care
of debt, principally for construction projects.

As for long-termdebt, it is proposed to increase the
vari abl e rate conmponent (nmost of the current debt is at fixed
rates). Another proposal would increase the diversity of debt
maturity, and Ms. Reynol ds suggested that in the future, the
University would want to consider the possibility of swaps.
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Ms. Reynolds and M. Sandridge said the University proposes
to issue bonds in early March to cover the cost of seven
projects; the Executive Conmttee will be asked to neet on March
5'" to approve the exact terms of the bonds, though the Finance
Committee is being asked at this neeting to approve the issuance
of the bonds. M. Farrell noted that on nost boards, the finance
comm ttee, not the executive conmittee, approves such things.

M. Sandridge and M. Forch observed that the statutes, as
repeated in the Board Manual, provide for the Executive Committee
to do this. Notw thstanding, M. Farrell said he thought it
woul d be useful for the Executive Conmittee to hear the
reconmendati ons of the Finance Comrittee on matters of this sort.

On notion, the necessary resolutions, to authorize the
i ssuance of bonds and comrercial paper, were approved by the
Committee and recommended to the full Board for approval (see
M nutes of the neeting of the Board of Visitors, February 1,
2003) .

M. Sandridge asked Ms. Sheehy, Vice President for
Managenment and Budget, to report on the progress of the
Governor’s budget anmendments in the Ceneral Assenbly.

Ms. Sheehy gave her report, noting that as the Budget is
still being debated in the General Assenbly, little definite can
be said at this point. The custonmary discussion on tuition thus
was postponed until the terns of the state Budget are clearer.

Ms. Handy, University Treasurer, gave her custonary report
on the Endownent. There was a substantial rise in the pooled
endowrent fund between June 30'" and Decenber 31°%, but when
liabilities are taken into account, the rise is less significant
- $1,753.8billion on Decenber 31% from $1,729.3billion on June
30'".  Hedge funds, on Decenber 31%, accounted for 50.5% of the
total, with the other principal conponents of the University’'s
portfolio being private equity at 13.8% cash at 12.6% and fi xed
incone at 9.1% The targets of the Board of the University of
Virginia Invest ment Managenent Conpany (UVIMCO) for the portfolio
are 60% hedge funds and 20% in private equity, with real estate,
fixed incone, domestic equity and international at 5% each
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Since the Cctober Board of Visitors neeting, M. Handy
said, the UVI MCO Board has approved the followi ng actions:

The investnent of $25mw th G enhill Capital Managenent

The investnent of $50mw th Sun Capital Partners, Inc.

The investnent of $5mw th Rx Capital Managenent, L.P.,

Abranms/ Bi son | nvestnments, LLC and SuttonBrook Capital Managenent
The addition of $20mto Arisaig Partners and GVO Energi ng Markets
The sal e of O ai borne Capital Managenent ($50n)

The inclusion of absolute return in hedge fund farmteans

Rei nvest ment of capital from Lone Pine into Lone Kauri

The purchase of secondary interest in select private equity funds
Revi sions to the General Faculty and Medical Center Retirement

Pl an.

M. Sandridge called Menbers’ attention to several
m scel | aneous financial reports in the material distributed to
t hem

On notion, the neeting was adjourned at 11:00 a.m

AGG | ah

At t achnent

These mi nutes have been posted to the University of Virginias
Board of Visitors website.

http://ww. virginia. edu/ bov/financem nutes. ht m



ATTACHVENT

STUDENT HOUSI NG
REPAI R AND RENOVATI ONS
($ in Thousands)

Revi sed [Budget
1995- | 1996- |[1997- | 1998- | 1999- | 2000- | 2001- | Budget |2003-
1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2002- | 2004
2003

Expendi t ur es $3,278 | $2,981 | $2,227 | $1,185 | $4, 452 | $6, 271 | $5, 717 | $5,505 | %4, 147
from Reserve

Contribution to [$3,256| $4,563 [$3,076 | $4, 106 | $4, 348 | $3, 806 | $3, 527 | $5, 026 |$5, 700
Reserve




