May 13, 1999

VEMORANDUM

TO The Fi nance Conmittee:

WlliamH Goodwin, Jr., Chair
Ti not hy B. Robertson

Henry L. Valentine, Il

Walter F. Wl ker

James C. Wheat, 111

Joseph E. Wl fe

John P. Ackerly, Il1l, Ex Oficio

and
The Remai ni ng Menbers of the Board:

Charles M Caravati, Jr. MD. Terence P. Ross

Chanp d ark Robert G Schoenvogel

Wlliam G Crutchfield, Jr. Al bert H Smal |

T. Keister Geer El i zabeth A. Twohy

El sie Goodwyn Hol | and Benjam n P. A Warthen
FROM Al exander G Glliam Jr.

SUBJECT: M nutes of the Meeting of the Finance Conmmttee
on May 13, 1999

The Finance Commttee of the Board of Visitors of the
University of Virginia nmet, in Open Session, at 2:05 p.m,
Thur sday, May 13, 1999, in the East Oval Room of the Rotunda;
WlliamH Goodwin, Jr., Chair, presided. Tinothy B.
Robertson, Henry L. Valentine, II, Janes C. Weat, III,
Joseph E. Wl fe, and John P. Ackerly, 111, Rector, were
present. Also present were Charles M Caravati, Jr, MD.,
Chanp Cark, Wlliam G Crutchfield, Jr., T. Keister Geer,
Benjami n P. A Warthen, and Robert G Schoenvogel; as well as
Leonard W Sandridge, Jr., Alexander G Glliam Jr., Paul J.
Forch, Ms. Col ette Sheehy Capone, Robert W Cantrell, MD.,
Peter W Low, Cene D. Block, WIlliam Carter, L. Jay Lenons,
and Ms. Jeanne Flippo Bail es.
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Expl aining that the neeting was to be devoted entirely
to a consideration of the University's 1999-2000 budget, the
Chair asked M. Sandridge, Executive Vice President and Chief
Financial Oficer, to present the Agenda.

M. Sandridge gave an overvi ew of the budget before
aski ng Ms. Capone, Vice President for Managenment and Budget,
to make a nore detail ed presentation.

The total proposed budget for the next fiscal year is
$1,186.2b, up 3% fromlast year. O this total, $719.3mis
for the Acadenic Division, an increase of 6.5% $449.8mis for
t he Medi cal Center, a decrease of 2.1% and $17.1mfor The
University of Virginia s College at Wse, an increase of 4.4%

Total revenues projected in the budget are $1, 205. 5b.
State Appropriations account for 14.1% or $170.3m of this,
patient revenues at the Medical Center anount to %58. 7m or
38.2% tuition and fees $154. 7m or 12.8% sponsored prograns
15.5% or $187m auxiliary enterprises 7.6% or $91.8m and
“other” (chiefly Endowrent income and gifts) $143mor 11.8%
Revenues fromthe state declined from 27.1% of the total in
1985-86, to 13.8% in 1997-98, but rose last year to 13.9% and
to 14.1%for the forthcomng fiscal year.

Enpl oynent |l evels in all three divisions — Acadeni c,
Medi cal Center and Wse, M. Sandridge continued, have risen
from 10,979 in 1996 to 11,791 projected for 2000.

Summ ng up his remarks, M. Sandridge told the Comnmttee
the three key issues for 1999-2000 are salary and fringe
benefit cost increases, the cost of installing integrated
conputing systens, and the Medical Center’s strategic expense
reduction pl an.

Ms. Capone, using slides and material distributed
previously to the Conmittee, first gave a short presentation
on Ceneral Fund appropriations per FTE student. The figure
for the University is higher than the average for four year
public institutions in the state; M. Capone said the
explanation for this is that the University has |arge nunbers
of graduate students, in Arts and Sciences as well as in the
prof essi onal schools, and graduate prograns are nore
expensi ve. Next, M. Capone conpared the CGeneral Fund
appropriation per headcount student at the University with the
appropriations at the Universities of North Carolina, M chigan
and Californi a-Berkeley. The appropriation for the University
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was | ower than all the others, and substantially |ower than
what is provided the University of North Carolina and
Ber kel ey.

Non- General Fund appropriations per FTE student (tuition,
fees and ot her sources) show a disparity between the
University and the average at four year public institutions in
the state simlar to that in General Fund appropriations.

Ms. Capone then presented the Academ c D vision budget
for 1999-2000. Total revenues are projected at $719.9m state
appropriations account for 22.2%of this, tuition and fees
21. 1% sponsored prograns 25.9% and auxiliary enterprises
12.3% Expenditures are budgeted at $719.3m instruction
accounts for 28.7% of this, academ c support 11.6% sponsored
prograns 22% auxiliary enterprises 12.2% and “other” 25.5%
In this |ast category, which cones to $182.8m is $52.2m for
student aid.

Ms. Capone di scussed in sone detail how revenues,
particularly state appropriations, are designated. Mving to
t he budget for The University of Virginia s College at W se,
she said revenues are estimated at $17.1m of which 57.9% wi ||
cone fromstate appropriations, 16.3%fromtuition and fees
and 21. 1% fromauxiliary enterprises. Expenditures also are
budgeted at $17.1m

Dr. Cantrell, Vice President and Provost for Health
Sci ences, and M. Carter, Chief Operating Oficer of the
Heal t h Sci ences Center, presented the Medical Center budget.

Anmong the high points of the budget outlined by M.
Carter were a 3% rate increase at the Hospital, a vigorous
cost reduction activity ainmed at | owering expenses by $8.8m
and the goal of achieving a 4% operating margi n. Nonet hel ess,
serious problens of escalating drug prices and the very high
costs of certain procedures remain.

The Chair enphasized that the Medical Center is in a
crisis situation. Dr. Caravati told the Conmttee that M.
Carter and his associ ates woul d have nore specific cuts
identified by July.

The Chair was adanmant that sonething nust be done.

On notion, the Comrittee adopted resol uti ons approving
the Fiscal Year 1999-2000 budgets for the Academ c Division,
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The University of Virginia’ s College at Wse, and the Health
Sci ences Center, and recommended themto the full Board for
approval. (See Mnutes of the neeting of the Board of
Visitors, May 15, 1999.)

On further notion, the neeting was adjourned at 3:50 p. m
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