
 

 

 

                                February 5, 2009  
       

 

 

MEMORANDUM 

 

 

TO:   The Finance Committee: 

 

   John O. Wynne, Chair  

 A. Macdonald Caputo 

 The Honorable Alan A. Diamonstein 

 Thomas F. Farrell, II  

 Glynn D. Key 

 Austin Ligon 

 Vincent J. Mastracco, Jr. 

 Warren M. Thompson 

  W. Heywood Fralin, Ex Officio 

  Daniel M. Meyers, Consulting Member 

 

       and 

 

   The Remaining Members of the Board: 

 

 Daniel R. Abramson  The Hon. Lewis F. Payne 

 Susan Y. Dorsey  Don R. Pippin  

 Helen E. Dragas   E. Darracott Vaughan, Jr., M.D. 

 Robert D. Hardie                Adom Getachew 

 

FROM:      Alexander G. Gilliam, Jr. 

 

SUBJECT:  Minutes of the Finance Committee Meeting on  

  February 5, 2009 
 

 The Finance Committee of the Board of Visitors of the University 

of Virginia met, in Open Session, at 1:45 p.m., Thursday, February 5, 

2009, in the Board Room of the Rotunda; John O. Wynne, Vice Rector and 

Chair, presided.  Present were A. Macdonald Caputo, The Hon. Alan A. 

Diamonstein, Thomas F. Farrell, II, Austin Ligon, Vincent J. 

Mastracco, Jr., Warren M. Thompson, and W. Heywood Fralin, Rector. 

 

 Also present were Daniel R. Abramson, Ms. Susan Y. Dorsey, Ms. 

Helen E. Dragas, Robert D. Hardie, The Hon. Lewis F. Payne, E. 

Darracott Vaughan, Jr., M.D., and Ms. Adom Getachew. 

 

 Daniel M. Meyers, the Consulting Member from the Council of 

Foundations, was present. 
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 Present as well were John T. Casteen, III, Leonard W. Sandridge, 

Alexander G. Gilliam, Jr., Paul J. Forch, Arthur Garson, Jr., M.D., 

William B. Harvey, James L. Hilton, R. Edward Howell, Ms. Patricia M. 

Lampkin, Ms. Yoke San L. Reynolds, Ms. Colette Sheehy, Christopher J. 

Brightman, and Ms. Jeanne Flippo Bailes. 

 

 Ms. Susan G. Harris, Secretary to the Board-elect, was present. 

 

 The Chair asked Mr. Sandridge, Executive Vice President and Chief 

Operating Officer, to present the Agenda. 

 

ACTION AGENDA:  Approval of 2009-2010 Tuition and Fees for Special 

Programs 

 

 Mr. Sandridge proposed the 2009-2010 tuition and fees for several 

special programs:  the four programs - one in the McIntire School, one 

in Engineering, one in the School of Continuing and Professional 

Studies, and one in the School of Medicine – begin in May or June 

rather than in August when the normal University academic session 

begins. 

 

 On motion, the Committee adopted the following resolution and 

recommended it to the full Board for approval: 

 

APPROVAL OF 2009-2010 TUITION AND FEES FOR CERTAIN PROGRAMS 

  

    RESOLVED, the Board of Visitors approves the tuition and fees 

applicable to the following programs as shown below, effective May 1, 

2009, unless otherwise noted: 
       Virginian     Non-Virginian 

   Amount  Percent    Amount Percent 

  2008-09    of   of 2009-10 2008-09    of    of 2009-10 

 Approved Increase Increase Proposed Approved Increase Increase Proposed 
  

MBA for Executives $102,000 $7,000 6.9% $109,000 $102,000 $7,000 6.9% $109,000 

 

The price is all inclusive for the 22 months of the full program and includes estimated 

2009-2010 and 2010-2011 special session mandatory fee, books, materials, computer leasing, 

software licenses, group meals, and lodging. 

 

MIT   $34,900 $2,100  6.0% $37,000 $39,900 $2,100 5.3% $42,000 

 

The price includes the estimated 2009-2010 special session mandatory fee, books, 

materials, software licenses, group meals, and lodging. 

 

MIT Opt. Ind.     n/a    n/a    n/a     $1,250/     n/a    n/a  n/a $1,400/ 

Study     cr. Hr     cr. hr 
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Virginian     Non-Virginian 

   Amount  Percent    Amount Percent 

  2008-09    of   of 2009-10 2008-09    of    of 2009-10 

 Approved Increase Increase Proposed Approved Increase Increase Proposed 

 

Systems  

Eng. $33,000 $1,000 3.0% $34,000 $38,000 $1,000 2.6%  $39,000 

 

The price includes the estimated 2009-2010 special session mandatory fee, 

books, materials, technology, group meals, and lodging.   

 

Post-Bac, 

Pre-Med $20,250 $3,250  16.0% $23,500 $25,500 $3,000 11.8% $28,500 

 

The price includes the estimated 2009-2010 full-time mandatory fee. 

 

SOM 2009 

Summer Session 

n/a n/a n/a $13,911  n/a n/a n/a $18,214 

The price includes the Summer 2009 special session mandatory fee. 

 

- - - - - - - - - - 

 

ACTION AGENDA:  Approval of Financial Plans for New Capital Projects 

Proposed for Addition to the Major Capital Projects Program, to 

Commence by Fiscal Year 2012 

 

 Explaining that the Buildings and Grounds Committee, later in the 

day, would consider the proposed new capital projects, Mr. Sandridge 

said the Finance Committee was being asked to approve the financial 

plans for the near term projects.  He introduced Ms. Sheehy, Vice 

President for Management and Budget, and asked her to describe the 

projects and their proposed funding. 

 

 After describing the projects, Ms. Sheehy divided them  into 

three groupings:  those in which all of the needed or desired projects 

could be funded, those that stood a reasonable chance of being 

undertaken, and a very pessimistic “scenario” in which little or 

nothing could be done. 

 

 She also showed data listing projects funded compared to projects 

requested, beginning with the 1998-2000 biennium. 

 

 She noted that the University’s assessment that the total private 

funding component of $168.5million for these projects, “while perhaps 

a stretch goal for some project sponsors, is not inconsistent with 

current private fundraising objectives and opportunities.” 

 

 Mr. Sandridge assured the Committee that no project would be 

undertaken without the necessary funds in hand. 
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 On motion, the Committee adopted the following resolution and 

recommended it to the full Board for approval: 

 

APPROVAL OF FINANCIAL PLANS FOR NEW CAPITAL PROJECTS PROPOSED FOR 

ADDITION TO THE MAJOR CAPITAL PROJECTS PROGRAM, TO COMMENCE BY FISCAL 

YEAR 2012 

 

WHEREAS, the new projects to be added to the Major Capital 

Projects Program in the Near Term, Growth Scenario are ambitious and 

may not be realized on the schedule proposed in light of the current 

economic climate; and 

 

WHEREAS, the Executive Vice President and Chief Operating Officer 

will confirm that appropriate funding is in place before any project 

commences construction; 

 

RESOLVED, the financial plans for the new capital outlay projects 

expected to begin by 2012 in the Major Capital Projects Program are 

complete, and therefore are approved. 

 

- - - - - - - - - - 

 

ACTION AGENDA:  Approval of Intent to Issue Tax-Exempt Debt 

 

 Mr. Sandridge asked Ms. Reynolds, Vice President and Chief 

Financial Officer, to present a proposed resolution approving the 

University’s intent to issue tax-exempt debt. 

 

 Ms. Reynolds explained that federal tax regulations require the 

Board to pass an intent-to-issue resolution prior to the University’s 

issuance of tax-exempt debt to reimburse itself for certain qualified 

expenditures.  The proposed resolution, she said, also will allow the 

University to provide short-term financing for the listed projects 

through its commercial paper program, where this is appropriate. 

 

 She and Mr. Sandridge emphasized that the resolution does not 

authorize the University to issue long-term debt.  Prior to such 

action, the Board of Visitors will be asked to approve a resolution 

authorizing the issuance. 

 

 Ms. Reynolds then presented to the Committee a list of capital 

projects for consideration under this intent-to-issue resolution. 

 

 On motion, the Committee approved the following resolution and 

recommended it to the full Board for approval: 
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APPROVAL OF INTENT TO ISSUE TAX-EXEMPT DEBT 

 

WHEREAS, the University intends to undertake the following 

capital projects utilizing tax-exempt debt as a funding source: 

 

ACADEMIC DIVISION 

North Grounds to Old Ivy Road Duct Bank 

Alderman and Clemons Library Chillers Replacement 

North Chiller Plant Chillers Replacement 

North Grounds Boiler and Chiller Plant Replacement 

Alderman Road – Phase 2/Building 2 

Alderman Road – Phase 3/Buildings 3 and 4 

Law School Slaughter Hall Renovation 

Law School Repair and Renovation Program 

Newcomb Hall Repair and Renovation 

 

MEDICAL CENTER 

W. Main St. Development, including Children’s Hospital 

North Ridge Development Project 

 

WHEREAS, the United States Department of the Treasury has 

promulgated final regulations in Section l.l50-2 of the Treasury 

Regulations governing when the allocation of bond proceeds to 

reimburse expenditures previously made by a borrower shall be 

treated as an expenditure of the bond proceeds; and 

 

WHEREAS, the Regulations require a declaration of official 

intent by a borrower to provide evidence that the borrower 

intended to reimburse such expenditures with proceeds of its 

debt; and 

 

WHEREAS, the Board of Visitors of the University of 

Virginia desires to make such a declaration of official intent as 

required by the Regulations; and 

 

WHEREAS, the University may be required to provide short-

term financing to each project prior to issuing long-term debt in 

order to implement an efficient and timely construction schedule; 

and 

 

WHEREAS, the University has funding mechanisms to 

accommodate short-term financing needs, defined as a period of 

less than sixty months; and 

 

WHEREAS, the authority for the University to enter into 

financing arrangements exceeding sixty months in maturity for 

each project listed is not included in this resolution; and 
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WHEREAS, if the University provides debt financing for a 

particular project, the appropriate school or unit remains 

responsible for repaying the incurred debt, even if the project 

is not ultimately completed;  

 

RESOLVED that, pursuant to the terms of the Treasury 

Regulations, the Board of Visitors of the University of Virginia 

declares its intent to reimburse expenditures in accordance with 

the following:  

 

1.  The University reasonably expects to reimburse 

expenditures incurred for each project from the issuance of tax-

exempt debt to be issued by the University incurred for each 

project; 

 

2.  This resolution is a declaration of official intent 

under Section 1.150-2 of the Regulations; 

 

3.  The maximum principal amount of debt expected to be 

issued for the purpose of reimbursing expenditures relating to 

each project is as follows: 

 

ACADEMIC DIVISION 

North Grounds to Old Ivy Road Duct Bank = $4,600,000 

Alderman and Clemons Library Chillers Replacement = $5,824,000 

North Chiller Plant Chillers Replacement = $28,670,000 

North Grounds Boiler and Chiller Plant Replacement = $6,776,000 

Alderman Road – Phase 2/Building 2 = $27,574,545 

Alderman Road – Phase 3/Buildings 3 and 4 = $63,627,592 

Law School Slaughter Hall Renovation = $8,000,000 

Law School Repair and Renovation Program = $20,000,000 

Newcomb Hall Repair and Renovation = $13,700,000 

 

MEDICAL CENTER 

W. Main St. Development, including Children’s Hospital =                                       

$99,000,000 

North Ridge Development Project = $3,230,000; and, 

 

RESOLVED FURTHER, each project is a separate enterprise 

independent of other projects, and that the authorization for 

funding relates to each individual project; and 

 

RESOLVED FURTHER, funds may be borrowed for each project on 

a short-term basis, but only if the following conditions are met: 

 

1.  The Board of Visitors approves the current resolution; 

 

2.  A comprehensive and detailed financial plan for the 

school/unit project is submitted to and approved by senior 

management; 
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3.  Short-term financing shall not exceed sixty months in 

maturity; and 

 

4.  The school or unit remains responsible for repaying any 

debt obligation incurred regardless of the status of the capital 

project. 

 

- - - - - - - - - - 

 

ACTION AGENDA:  Approval of Project Budget Increase, Moser Radiation 

Therapy Center Addition 

 

 Mr. Sandridge reminded the Committee that all capital project 

budget increases in excess of ten percent require the approval of the 

Finance Committee and the Buildings and Grounds Committee. 

 

 The addition to the Moser Radiation Therapy Center on the Ivy 

Road was approved by the Board on February 7, 2008 at a budget of 

$2,507,000.  The University proposes an increase of $500,000 in this 

budget to allow an increase of 625 gross square feet in the size of 

the addition. 

 

 The Buildings and Grounds Committee considered and approved this 

request at its meeting on December 11, 2008. 

 

 On motion, the Committee approved the following resolution and 

recommended it to the full Board for approval: 

 

APPROVAL OF PROJECT BUDGET INCREASE, MOSER RADIATION THERAPY CENTER 

ADDITION 

 

 WHEREAS, the Buildings & Grounds Committee approved this project 

budget and scope increase at its December 11, 2008, meeting; 

 

RESOLVED, the addition of 625 gross square feet to the current 

3,000 gross square foot project scope and the budget increase of 

$500,000, bringing the total budget for the Moser Radiation Therapy 

Center Addition to $3,007,000, is approved. 

 

- - - - - - - - - - 

 

ACTION AGENDA:  Approval of Signatory Authority for Medical 

Center Procurement of Spinal Implants and Related Products and 

Services 

 

 Pointing out that the authority vested in him by the Board to 

approve the execution of contracts does not allow him to approve a 

contract where the amount per year exceeds $5million, Mr. Sandridge 

told the Committee that the Medical Center wishes to contract with a 

vendor for the provision of spinal implants.   
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The cost of this is estimated at $45million over five years, thus 

necessitating the approval of the Board in order for him to execute 

it. 

 

 On motion, the Committee approved the following resolution and 

recommended it to the full Board for approval: 

 

APPROVAL OF SIGNATORY AUTHORITY FOR MEDICAL CENTER PROCUREMENT OF 

SPINAL IMPLANTS AND RELATED PRODUCTS AND SERVICES  

  

WHEREAS, at its December 4, 2008, meeting, the Medical Center 

Operating Board approved the delegation of authority to the Executive 

Vice President and Chief Operating Officer of the University to 

execute a contract for spinal implants and related products and 

services; 

 

RESOLVED, the Board of Visitors authorizes the Executive Vice 

President and Chief Operating Officer of the University to execute a 

contract for spinal implants and related products and services, based 

upon the recommendation of the Vice President and Chief Executive 

Officer of the Medical Center in accordance with Medical Center 

procurement policy. 

 

- - - - - - - - - - 

 

ACTION AGENDA:  Approval of Signatory Authority for Medical Center 

Procurement of Health Care Information Management System (Electronic 

Medical Record) 

 

(IT SHOULD BE NOTED FOR THE RECORD THAT MS. KEY WAS NOT PRESENT FOR 

THIS DISCUSSION, NOR DID SHE VOTE ON THIS RESOLUTION) 

 

 The Medical Center wishes to contract with a vendor for the 

provision of a health care information management system; this system 

would include an electronic medical record for all inpatient and 

outpatient clinical care provided by the Medical Center. 

 

 The cost of the project is not known at this point as the Medical 

Center is in the midst of a competitive procurement process to select 

a vendor.  It is certain, however, that the amount per year for the 

installation of such a system will exceed the $5million ceiling under 

which the Executive Vice President and Chief Operating Officer can 

execute a contract without the special permission of the Board.  Mr. 

Sandridge proposed a resolution which would grant this permission. 

 

 The Medical Center Operating Board has considered and approved 

this resolution. 

 

 On motion, the Committee adopted the following resolution and 

recommended it to the full Board for approval: 
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APPROVAL OF SIGNATORY AUTHORITY FOR MEDICAL CENTER PROCUREMENT OF 

HEALTH CARE INFORMATION MANAGEMENT SYSTEM (ELECTRONIC MEDICAL RECORD) 

 

WHEREAS, the Medical Center Operating Board finds it to be in the 

best interest of the University of Virginia and its Medical Center for 

the Medical Center to acquire a health care information management 

system that will include an electronic medical record for all 

inpatient and outpatient clinical care provided by the Medical Center; 

 

RESOLVED, the Board of Visitors authorizes the Executive Vice 

President and Chief Operating Officer of the University, with the 

concurrence of the Chairs of the Medical Center Operating Board and 

the Finance Committee, to execute one or more contracts for the 

procurement of a health care information management system that will 

include an electronic medical record, along with the associated 

implementation and integration services, for the University of 

Virginia Medical Center, based on the recommendation of the Vice 

President and Chief Executive Officer of the Medical Center and in 

accordance with Medical Center procurement policy. 
 

- - - - - - - - - - 

 

REPORTS BY THE EXECUTIVE VICE PRESIDENT AND CHIEF OPERATING OFFICER:  

Impact of the Economic Downturn on University Operations 

 

 Mr. Sandridge led a discussion of the impact of the current 

economic downturn on University operations, focusing in particular on 

liquidity.  The Chair, Mr. Farrell and Mr. Meyers were the chief 

participants in the discussion. 

 

 Turning to state revenues, Mr. Sandridge outlined the Governor’s 

proposed budget with its general fund reduction of eight percent.  

With the possibility of federal economic stimulus funds and their 

effect on the state not clear at this point, Mr. Sandridge told the 

Committee that it would not be possible to give an accurate report or 

prediction until the April Board meeting. 

 

 The University’s budget requests are summarized in Appendices A 

and B. 

 

 Mr. Sandridge then introduced Mr. Brightman, Chief Executive 

Officer of UVIMCO, who reported on the Endowment and UVIMCO’s 

performance (Mr. Brightman’s printed commentary on the year-end status 

of UVIMCO and the Endowment, distributed to the Committee during the 

meeting, is Appendix C to these Minutes.) as of December 31, 2008.  

The value of the Endowment stood at $3,883,000,000 on that date.  He 

then compared figures from Fiscal Years 2006-2008 with the current 

figures and noted that the value of the Endowment, even though it has 

suffered a loss of $1,340,000,000 in the current Fiscal Year, is  
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higher than it was at the end of Fiscal Year 2006, the starting base 

of his comparative figures. 

 

 The performance of the Endowment in this period compares very 

favorably with the performance of the University’s peer institutions. 

 

 Mr. Brightman’s presentation also included a comparative 

analysis, over this period, of the University’s positions – which is 

to say, Public Equity, Real Estate, Government Bonds, and so on. 

 

 The Chair commented that the University’s investments will be the 

principal topic of discussion at the Board’s Retreat in July.  He 

said, too, that the Retreat will be held at the Boar’s Head Inn in 

Charlottesville. 

 

 Mr. Sandridge gave the Committee a brief summary of 2009-2010 

operating budget assumptions, including the factors that will be taken 

into account in setting tuition and fees for the next academic 

session. 

 

 Mr. Sandridge asked Ms. Reynolds to give an overview of 

Enterprise Risk Management (ERM). 

 

 She reminded the Committee that the University engaged the firm 

KPMG to “conduct an initial assessment of the current framework for 

assessing and managing the strategic and high-level operational 

risks.”  She noted that this initial assessment includes the Academic 

Division, but not patient care and the College at Wise. 

 

 This assessment currently is in its first phase, which is to 

obtain a thorough understanding of the University’s present risk 

management programs.  Ms. Reynolds then described the methodology 

being used to meet this objective. 

 

- - - - - - - - - - 

 

 On motion, the meeting was adjourned at 3:10 p.m.  

 

 

AGG:lah 

These minutes have been posted to the University of Virginia’s  

Board of Visitors website. 

http://www.virginia.edu/bov/financeminutes.html 

 

http://www.virginia.edu/bov/financeminutes.html


 

 

 

      APPENDIX A 

 

UNIVERSITY OF VIRGINIA – ACADEMIC DIVISION 

OCTOBER 2008 BUDGET REQUESTS TO THE GOVERNOR AND HIS ACTIONS 

 (in 000s) 

 

 2008-2009 2009-2010 

 10/2008 Request Governor's Budget Request Governor's Budget 

 GF NGF GF NGF GF NGF GF NGF 

Operating 

Health Insurance Premium 

Increases  $   - 

  

$    -  $   - 

  

$    - $ 1,132  $ 1,756  $ 1,132  $ 1,756 

Operations and Maintenance, 

New Facilities      -      -      -      -  3,615   8,917      -      - 

E&G Budget Reduction      -      -      -      -      -      - (12,462)      - 

Undergraduate Financial Aid      -      -      -      -      -      -      -      - 

Subtotal Operating     -    -     -    -  4,747  10,673 ( 11,330)  1,756 

         

         

Capital         

New Cabell Hall Renovation 76,120     -       -     -     

Ruffner Hall Renovation 23,750 - - -     

South Lawn Furniture 716 - 716 -     

Subtotal Capital 100,586 - 716 -     

         

Total $100,586 $   - $  - $   - $ 4,747 $ 10,673 ($11,330) $ 1,756 
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APPENDIX A (continued) 

 

UNIVERSITY OF VIRGINIA’S COLLEGE AT WISE 

OCTOBER 2008 BUDGET REQUESTS TO THE GOVERNOR AND HIS ACTIONS 

 (in 000s) 

 

 2008-2009 2009-2010 

 10/2008 Request Governor’s Budget 10/2008 Request Governor’s Budget 

 GF NGF GF NGF GF NGF GF NGF 

Operating         

Operations and Maintenance, New 

Facilities $      - $      - 

 

$       - 

 

$     - 

 

$   267 

 

$    185  

$     - 

 

$       - 

  E&G Budget Reduction - - - - - - (1,523) - 

  Undergraduate Financial Aid - - - - - - 19 - 

Subtotal Operating  - - - - 267 185 (1,504) - 

         

Capital         

  Drama Building Furniture     735       -       735      -     

Subtotal Capital  735 - 735 -     

         

Total  $ 735 $      -  $     735 $     - $    267 $    185 ($1,504)      $       - 
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APPENDIX B 

 

UNIVERSITY OF VIRGINIA - ACADEMIC DIVISION 

JANUARY 2009 AMENDMENTS TO THE GENERAL ASSEMBLY  

(in 000s) 

 

 2008-2009 2009-2010 

 GF NGF GF NGF 

Operating     

Operations and Maintenance, New 

Facilities 

$  1,513 $    - $  3,615 $8,917 

Restoration of Eminent Scholars Match 

(to SCHEV)* 

- - 2,816     - 

Undergraduate Financial Aid* - - 691 - 

Subtotal Operating 1,513 - 7,122 8,917 

     

Capital     

New Cabell Hall Renovation 76,120 -   

Ruffner Hall Renovation 1,600 -   

Subtotal Capital 77,720 -   

     

Total $79,233 $    - $  7,122 $  8,917 

 

Patrons:  Senator Quayle, Delegate Tata 

 

* Amendments not approved by the General Assembly in October 2008. 
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Appendix B (continued) 
 

UNIVERSITY OF VIRGINIA'S COLLEGE AT WISE 

JANUARY 2009 AMENDMENTS TO THE GENERAL ASSEMBLY 

 (in 000s) 

 

 2008-2009 2009-2010 

 GF NGF GF NGF 

Operating     

Operations and Maintenance, New 

Facilities $    - $    - 

 

$  452 $    - 

Subtotal Operating  -     - 452     - 

     

Capital     

New Library, Planning 3,500     -     -     - 

Subtotal Capital 3,500     -     -     - 

     

TOTAL $3,500 $    - $  452 $    - 

 

Patrons:  Senator Wampler, Delegate Kilgore, Delegate Phillips 
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APPENDIX C 

 
INVESTMENT M ANAGEMENT COMPANY  

 

1 

 

Commentary 

Year-End December 2008 
 

 

Investment Position 

 

Both theory and experience teach us that equity and equity-like strategies provide the highest 

long-term investment returns.  Therefore, we target about 60% of the Pool to active equity 

strategies, (public, long/short, and private), 10% to real estate, 20% to other risky asset strategies, 

(resources, absolute return, and credit), and only 10% to government bonds. 

 

At December 31, 2008, we held $600 million or 16% of the Pool in cash and government bonds, 

materially more than normal.  We implemented this defensive position to provide more stable 

liquidity to meet future obligations during this time of heightened market uncertainty. 

 

We have $1.6 billion in commitments to make new investments in private funds as the managers 

of those funds make capital calls over the next three to five years.  We have received detailed 

investment plans from these managers.  Over the next two years, we will invest approximately 

$600 million more into private funds than we receive back in distributions.  Beginning in 2011 

and thereafter, we expect to receive distributions from private funds in excess of capital calls. 

 

Performance 

 

To benchmark our performance, we compare our June fiscal year-end returns to our policy 

portfolio and to peers.  We use fiscal year returns because those are the only periods for which 

we receive complete and comparable information about peer institutions.  We report these 

comparisons in our calendar year-end report because we receive fiscal year-end peer information 

in November.  As displayed on the table below, our returns for the periods ending June 30, 2008, 

compare favorably with our policy portfolio, the broad TUCS universe of institutional investors, 

and other colleges and universities with endowments of greater than $1 billion. 
 

UVIMCO Performance Compared to Peers

Periods Ending June 30, 2008 1-Year 3-Years 5-Years 10-Years 20-Years

UVIMCO Long-Term Pool 5.9 15.0 14.4 14.0 13.8

Policy Benchmark* (5.3) 8.4 11.0 5.8 8.2

TUCS All Master Trust Median** (4.4) 6.4 8.5 5.7 9.7

Cambridge C&U Endowments >$1B*** 0.4 11.6 13.3 9.0 11.7

*     Passive allocations of 60% global equity, 10% real estate, and 30% fixed income (credit & government) indices rebalanced monthly.

**   Trust Universe Comparison Service (TUCS) reports performance of 1300 institutions representing $3 trillion in assets.

*** Cambridge Associates reports performance for 56 colleges and universities each with more than $1 billion in assets.  
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For the six months July through December 2008 the market value of the Pool declined by $1.3 billion 

(including full mark to market of our private investments).  This dramatic short-term loss should be 

interpreted in the context of our strong long-term results.  Through December, our investment return 

remains positive over three years despite a 7% annualized decline in the global equity market and an 8% 

annualized decline in the US equity market.  For the ten years ended December 2008, the S&P 500 was 

down an annualized 1.4% ï down for a decade!  Over this same ten years, the Pool achieved a positive 

annualized return of 10.5%. 

 

Yes, the dollar value of the Pool has declined, but only when viewed over a very short period.  

As displayed on the table below, over the three and half years from the start of fiscal year 2006 

in July 2005 through the halfway point of fiscal year 2009 in December 2008, the Pool has 

grown from $2.6 billion to $3.9 billion. This $1.3 billion increase is primarily attributable to $1.1 

billion of contributions in excess of redemptions.  But the Pool has also benefited from a positive 

cumulative investment return of over $200 million during the past three and half years. 

 

 

 
 

 

Public Equity 

 

Our public equity portfolio declined by 50% over the course of calendar year 2008.  Equities of 

all character, capitalization, and geography were decimated in unison.  The benchmark MSCI All 

Country World Index declined by 42%, while the S&P 500 declined by 37%, and the MSCI 

Emerging Markets Index receded by more than 53%.  Over the past ten years, a far more 

appropriate period over which to evaluate equity investment performance, our public equity 

portfolio compounded at an annualized rate of 5.4% compared to 0.2% for the MSCI All 

Country World Index. 

 

The same factors that explain our long-term outperformance can largely be blamed for our more 

recent shortcomings. These facets of our investment approach include a willingness to invest in 

the emerging markets where we often encounter greater valuation inefficiencies, to accept 

illiquidity and a longer holding period when we expect to be appropriately compensated, and to 

concentrate capital into our most attractive opportunities. 

 

UVIMCO Investment Activity July 2005 through December 2008 

$ Millions FY 2006 FY 2007 FY 2008 FYTD 2009 FY 2006 - FYTD 2009 

Beginning Investment 2,594 3,457 4,342 5,101 2,594 

+ Contributions 571 144 855 174 1,744 

-  Redemptions (98) (132) (363) (45) (637) 

+ Investment Return 396 881 278 (1,340) 216 

-  UVIMCO Fees (6) (8) (12) (8) (35) 

Ending Investment  3,457 4,342 5,101 3,883 3,883 
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Long/Short Equity 

 

Our long/short portfolio lost 19% for the calendar year, less than half the 42% loss of the world 

equity market.   In last yearôs year-end commentary we wrote, ñJanuary seems to indicate that 

global markets may be broadly challenged, in which case investors may use less discrimination 

in valuing the relative worth of individual companies.  When markets buy and sell 

indiscriminately, our long/short managers have a more difficult time adding value.ò  The 

investment environment that existed in 2008 was a predictably difficult one for our long/short 

managers.  Changes in short-selling rules and a global financial system in flux created significant 

additional challenges. 

 

Over the past decade, our long/short portfolio provided a 12% average annual compound return, 

versus a 0% return on global equities.  While this 12% return is in line with our long-term 

absolute return expectations for the strategy, 12% outperformance relative to the public equity 

market will not likely be repeated over the next decade. 

 

Private Equity 

 

We have written down the value of our private equity funds to account for the decline in 

comparable public equities.  Consequently, our 36% loss for the year is far greater than that 

reported by our managers.  This valuation gap will narrow when we receive audited year-end 

valuations this spring.  Even after our internal mark to market, our private equity portfolio has 

outpaced public market returns.  Over the past decade, our private equity portfolio provided a 

20% average annual compound return, versus a 0% return on global equities.  We have been 

well-compensated for the illiquidity of our private equity investments. 

 

While the buyout industry as a whole has dramatically slowed its pace of investment, many of 

our small and mid-market managers, whose strategies rely less on leverage and more on 

operational improvements, have only moderately slowed their pace of investment.  We expect 

our private managers to thrive in the current period of financial distress. 

 

Real Estate 

 

The value of our real estate portfolio fell by 30% during 2008.  This decline included steep 

depreciation of our small position in publicly traded real estate securities, write-downs by our 

private real estate managers in the third quarter, and write-downs by us during the most recent 

quarter.  Our present private real estate portfolio, valued at less than $200 million, is small 

compared to the $550 million of remaining uncalled capital that we have committed to invest 

into the current cycle.  Accordingly, returns for recent funds are depressed due to the time lag 

between commitment and investment during which we often pay fees on the full amount of 

committed capital. 

 

Our real estate managers remain patient and selective.  While the climate for new acquisitions 

has improved as prices have fallen, we have seen few transactions because of wide bid/ask 

spreads, a paucity of reasonably-priced financing, and uncertainty regarding the macroeconomic 

picture and property-specific fundamentals. 
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Resources 

 

Our resources portfolio declined by 3% in 2008, far less than the declines in commodity indices.  

The Goldman Sachs Commodity Index was down 46%.  Our managers tend to be conservative in 

their underwriting and do not rely on inflated commodity prices to justify acquisition activity.  

They also commonly hedge near-term price exposure, leaving their companies relatively 

insulated from commodity prices.  As a result, we have had smaller write-downs in our resources 

portfolio compared to other asset classes. 

 

In the current low commodity price and tight credit environment, our managers are finding 

attractive opportunities to buy assets from distressed sellers.  Public companies and hedge funds, 

which compete with our private managers in the natural resource space, are turning from 

aggressive buyers to distressed sellers as their liquidity positions deteriorate. 

   

Absolute Return 

 

Our eclectic mix of absolute return managers fared respectably during the tumultuous year, down 

12% compared with a 30% decline for our policy portfolio.  Our global macro managers suffered 

significant losses due to the liquidity-driven price declines that touched all assets.  One of our 

managers focused on mispriced fixed income securities was able to generate profits.  Our 

absolute return portfolio has performed well over longer time periods.  The three year return 

remains positive, and the ten year return of 6% comfortably exceeds the 2% ten year return of 

our policy portfolio benchmark. 

 

Our absolute return portfolio is primarily comprised of fundamental, research-oriented managers 

able to dynamically allocate across geographies, asset classes, and capital structures.  We 

generally avoid managers who employ high leverage to profit from thin valuation spreads.  We 

expect that our absolute return managersô broad scope, dynamic allocation, and low leverage 

place them in an enviable position in todayôs volatile and inefficient market environment. 

 

Credit 

 

Our credit portfolio was down 31% for the year.  The negative 26% return for the Barclayôs High 

Yield Index eclipsed the previous worst return in 1990 of negative 6%.  Credit losses were 

broad-based as non-agency guaranteed mortgage securities plummeted along with corporate 

credit.  Twenty-five banks failed in 2008, compared to only three in 2007 and none in 2006 or 

2005.  Already, three more have failed in January of 2009.  Note that this count of bank failures 

does not include the big banks merged into others or saved by the government including Bear 

Stearns, Merrill Lynch, Wachovia, Bank of America, and Citibank. 

 

Our current portfolio, a mixture of corporate, asset backed, and unique private opportunities, has 

significant long-term value.  Public securities prices are depressed by liquidity-driven selling 

pressure, and we have written down the value of private funds accordingly.  Our credit managers 

took advantage of the opportunities presented in 2008 by investing $180 million of our capital, 

and we have another $100 million committed to opportunistically invest in credit markets during 

2009 and beyond. 
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Bonds and Cash 

 

In 2008, our government bond portfolio returned 7% as declining interest rates pushed up bond 

prices, thereby causing reported returns to exceed interest received.  Over longer term periods 

bond returns will equal initial interest rates, which have now fallen to 0% for treasury bills and 

3% for longer bonds.  Today, we own nearly $500 million in Treasury Inflation Protected 

Securities (TIPS), which offer insurance against a long-term increase in inflation at almost no 

cost versus traditional U.S. Treasury Bonds, which do not provide this protection. 

 

Our cash return for 2008 was 21%.  This unusually high return resulted from a successful macro 

currency hedge.  As explained in earlier reports, we held a large short Euro / long Yen currency 

forward to hedge against global deleveraging that would inevitably cause the elimination of the 

so called ñcarry tradeò of borrowing in low yielding currencies, including the Yen.  We closed 

this currency forward at a considerable gain, and the resulting cash inflow boosted our reported 

cash return for the year.  As of this writing we hold about $100 million in U.S. Treasury Bills. 
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Investment Activity

Beginning Investment

Beginning Shares

NAV
(2)

 Per Share at Beginning of Period

+ Contributions

-  Redemptions

+ Investment Return

-  UVIMCO Fees

Ending Investment 

Ending Shares 

NAV
(2)

 Per Share at End of Period

Shareholder Summary

University of Virginia Endowment

Affiliated Organizations

University Operating Funds

Total

Performance

$ Millions % MO FYTD 1 YR 3 YR 5 YR 10 YR 20 YR

Public Equity 573 14.8 2.4 (41.6) (50.0) (6.2) 4.3 5.4 10.4

Long / Short Equity 1,042 26.8 (1.8) (19.4) (18.6) 6.2 8.9 12.4 --

Private Equity 650 16.8 (5.3) (41.5) (36.4) 0.2 5.0 20.0 18.2

Real Estate 228 5.9 5.0 (23.5) (29.7) (6.8) 7.6 3.4 --

Resources 204 5.2 16.9 (20.7) (3.2) 12.2 25.1 20.2 --

Absolute Return 292 7.5 (1.1) (12.9) (11.9) 1.3 3.2 6.4 --

Credit 278 7.2 (10.4) (24.1) (31.0) (6.4) (1.1) 4.2 --

Government Bonds 268 6.9 3.1 9.8 6.8 7.8 6.5 7.6 8.5

Cash & Currency
(4)

348 9.0 0.3 27.5 21.0 10.6 -- -- --

Short-Term Borrowing
(5)

(1) (0.0) 0.0 0.8 2.0 -- -- -- --0.0

Total Pool 3,883 100.0 (0.8) (25.6) (27.4) 1.2 6.2 10.5 12.0

MSCI All Country World Equity
(6)

60.0 3.7 (35.1) (41.8) (7.4) 0.4 0.2 5.4

MSCI Real Estate
(7)

10.0 12.8 (38.0) (45.1) (11.7) 0.7 2.3 4.5

Barclays Aggregate Bond
(8)

30.0 3.1 4.8 5.4 5.2 4.7 5.5 7.4

Policy Benchmark
(9)

100.0 4.4 (24.6) (30.0) (3.8) 2.1 2.4 6.3

$3,913,634,732.71 $5,100,524,382.81

Month FY to Date 2009
(1)

1,030,183.94 $1,006,086.28

$3,798.97 $5,069.67

$21,840,066.29 $174,309,695.10

($21,817,399.59) ($44,674,038.71)

($30,539,847.99) ($1,339,511,405.08)

($587,045.21) ($8,118,127.91)

$3,882,530,506.21 $3,882,530,506.21

1,030,034.21 $1,030,034.21

$3,769.32 $3,769.32

Long-Term Pool % of LTP

$2,401,126,725.61 61.8%

Market Value
(3)

Time-Weighted Returns Annualized

$848,497,100.57 21.9%

$632,906,680.03 16.3%

$3,882,530,506.21 100.0%
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Commitments
(10)

($ in Millions) Drawn

Commitment Down
(11)

Uncalled
(11)

Public Equity 120 78 42

Long / Short Equity - - -

Private Equity 1,735 1,012 727

Real Estate 755 211 546

Resources 487 272 232

Absolute Return - - -

Credit 213 114 100

Government Bonds - - -

Total 3,310 1,687 1,647

Short-Term Liquidity
(12)

($ in Millions) Weekly Monthly Quarterly Total % of NAV
(13)

Public Equity 66 93 113 271 7%

Long / Short Equity - - 7 7 0%

Real Estate 49 - - 49 1%

Government Bonds 268 - - 268 7%

Cash 94 - - 94 2%

Receivables (Payables) 124 113 - 236 6%

Available Borrowing 43 - - 43 1%

Total 643 206 120 969 25%

Cumulative Total 643 849 969

% of NAV
(13)

17% 22% 25%

Market and Currency Exposures and Policy Ranges
(14)

Policy Range

Actual 

Exposure

North 

America Europe Asia LAMA

Equity 40 - 70 37.8 23.5 6.1 4.2 4.0

Real Assets 5 - 20 11.9 9.6 0.7 1.4 0.3

Credit 0 - 20 7.4 6.7 0.4 0.2 0.1

Government Bonds 5 - 20 7.2 7.2 -- -- --

Market Exposure 70 - 100 64.3 47.0 7.1 5.8 4.4

Policy Ranges -- -- 25 - 75 10 - 40 10 - 40 0 - 20

Cash & Currency 0 - 30 35.7 34.8 0.6 0.3 --

Currency Exposure -- 100.0 81.9 7.7 6.1 4.4

Policy Ranges -- -- 50 - 100 0 - 30 0 - 30 0 - 20
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Endnotes

(1)
UVIMCO's fiscal year runs from July 1 through June 30.

(2)
The net asset value of one share of the UVIMCO Long-Term Pool.

(3)
In accordance with UVIMCO's valuation policy, investments in Private Equity, Private Real Estate, and Resources are valued

at estimated fair market value. Fair market value is determined using the latest available investment manager financial 

statements and/or manager representations, adjusted for subsequent cash flows, currency exchange, and other factors deemed 

applicable to the valuation process. Factors considered in valuing individual investments include the nature of underlying 

securities, valuation procedures utilized by the external manager, marketability, liquidity, restrictions on disposition, recent 

purchases or sales of the same or similar securities by UVIMCO or other investors, pending transactions, and risks and 

potential of the individual investment.
(4)

Represents Aggregate Cash performance prior to July 2007.
(5)

Returns reflect the cost of borrowing.
(6)

Represents the Equity component of our Fiscal Year 2009 policy portfolio and is comprised of 100% MSCI AC World.
(7)

Represents the Real Estate component of our Fiscal Year 2009 policy portfolio and is comprised of 50% MSCI US Real

Estate and 50% MSCI AC World Real Estate. Prior to January 1995, the benchmark was comprised of 100% FTSE NAREIT.
(8)

Represents the Fixed Income component of our Fiscal Year 2009 policy portfolio and is comprised of 50% Barclays U.S.

Aggregate Bond and 50% Barclays Global Aggregate Bond (Hedged).  Prior to January 1990, the benchmark was comprised

of 100% Barclays U.S. Aggregate Bond.
(9)

The Policy Benchmark is the geometrically linked monthly average of the underlying asset classes' benchmarks, weighted by

policy target allocations: 60% Equity, 10% Real Assets, 30% Fixed Income.
(10)

Represents outstanding commitments to draw-down structured funds.
(11)

Drawn Down represents all capital sent to manager, including management fees.  Uncalled represents outstanding obligation

to each fund and may not equal the difference between the Commitment and Drawn Down amounts.
(12)

Funds with regular liquidity within the designated time periods. Receivables represent the net redemptions over the 

designated time periods.
(13)

% is relative to the Long-Term Pool.
(14)

Represents actual look-through net exposure to asset classes, regions and foreign currency versus policy ranges.  Manager

exposures are aggregated quarterly and updated monthly where possible. 86% of Public Manager Exposures are updated as of 

12/31/08, 2% as of 11/30/08, and 9% as of 9/30/08. Private Manager Exposures are updated infrequently. 

 


