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Building Strength for the Future
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he past year was productive for the

University in most measurable ways.
It brought smooth successions in key aca-
demic leadership positions; completion
of several major building projects, with
others commencing; unconditional reaf-
firmation of the University’s accreditation
by the Southern Association of Colleges
and Schools; and improvements in the
University’s financial condition because
of implementation of Virginia’s 2005 and
2006 restructuring bills, prudent endow-
ment investments, and continued success
in our capital campaign. In recent weeks,
the financial outlook here and everywhere
has dimmed; what is now a global eco-
nomic crisis began to take shape toward
the end of fiscal year 2008. This report
includes details on these issues and also a
full account of the considerable achieve-
ments of our students, faculty members,
and staff.

As implementation of Virginia’s 2005
and 2006 restructuring legislation continued
in 2007-08, we fulfilled our responsibili-
ties by promoting economic development
in Southwest Virginia, improving public
schools whose performance has declined
in recent years, and meeting students’ need
for financial aid. We received SCHEV cer-
tification of our performance under the
management agreement. This approval
allowed us to receive financial incentives
such as interest on tuition and fees of
approximately $1.75 million in 2007-08.
By providing support for students from
both lower- and middle-income families,
the Rector and Visitors’ AccessUVA finan-
cial aid program enabled some 848 students
to enter the University last year. The total
cost of the program in fiscal year 2008 was
$53.8 million. Our agreement with Vir-
ginia’s twenty-three community colleges
guarantees admission based on satisfactory
grades in specified required courses. This
agreement brought some 299 new Virginia
Community College System transfers to us
in 2007—08. The Medical Center received
the Governor’s Volunteerism and Commu-
nity Service Award for providing medical
care to underserved persons in remote, rural
mountain regions of Southwest Virginia. In

accord with the restructuring agreements,
the new University Staff HR Plan is begin-
ning to come into service, with policies and
programs that will give employees greater
opportunities for growth and advancement.
Under the new plan, employees will have
access to career-path guides that will keep
them informed about the education, skills,
and experience they need to succeed in
the careers they choose. In our new merit-
and market-based compensation model,
employees will have the opportunity to
receive bonuses and raises for acquiring and
using new skills and for using existing skills
with superior results. The plan provides new
tools to help supervisors and employees
connect individual performance goals with
departmental and University-wide strate-
gies, making all of our work more cohesive.

The University continued its com-
mitment to diversity as a core value by
enrolling the most diverse first-year class
in our history in the 2007-08 academic
year. Approximately 34 percent of first-
year students identified themselves as either
minority persons or international students.
By recommitting ourselves to working
with small, women-owned, and minority-
owned businesses, we placed 42.5 percent
of our discretionary spending with these
businesses, surpassing the 40 percent state
goal. Compared with fiscal year 2007, our
minority spending grew by 64 percent. This
performance is consistent with the state’s
goals in the SWAM purchasing program.

In November 2007, we successfully con-
cluded negotiations to bring Rolls-Royce
to Prince George County to build a new
jet engine advanced manufacturing facility.
The Commonwealth Center for Advanced
Manufacturing will be constructed and
operated by the U.Va. Foundation and
staffed in part by U.Va. researchers. As
part of Rolls-Royce’s agreement to locate in
Virginia, the University will become part
of an innovative partnership that includes
Virginia Tech and the Virginia Commu-
nity College System to collaborate with the
company on a variety of projects in both
engineering and business.

In 2001, John Kluge gave his 7,378-acre
Albemarle County estate, Morven, to the



University of Virginia Foundation. This
extraordinary gift included the historic
Morven Farm, ten other working farms, and
more than two dozen houses and buildings.
Mr. Kluge asked that we develop the core
property for educational purposes and sell
its surrounding land to fund an endowment
to support University programs. In 2006,
Mr. Kluge terminated his life estate, thus
transferring responsibility for maintaining
the property to the U.Va. Foundation and
making Morven available for academic uses.
Both he and we agree that as funds become
available, a top priority will be programs to
bring top international figures to Morven for
sessions intended to address global issues that
fall within the University’s reach. Meantime,
openings of appropriate parts of the prop-
erty during Historic Garden Week, for visits
by persons interested in the unique Japanese
garden and house, and limited use for small-
group meetings have begun to make Morven
known to persons in the region.

In the early years following Mr. Kluge’s
gift, our first priority was investment in con-
servation and maintenance. More recently,
accumulation of endowment from sale of
the non-core properties and from apprecia-
tion in endowment values has allowed us to
shift our focus to programming. In the past
year we hired Stewart Gamage, former vice
president for public affairs at the College of
William and Mary, as Morven Programs
Director, and we undertook several necessary
upgrades and refurbishments in buildings
on the core property, as well as refurnish-
ing buildings that require new furniture for
University use. We are grateful to Mr. Kluge
for entrusting Morven to the University, and
we look forward to protecting and using this
treasure for University programs.

During 2007-08, the University’s aca-
demic leadership underwent dramatic,
important changes. Dr. Tim Garson left
the Medical School deanship to become
provost in July 2007. In the year following
his appointment as provost, we appointed
five new deans: Paul Mahoney, Law; Mer-
edith Woo, College; Dorrie Fontaine,
Nursing; Steven DeKosky, Medicine; and
Billy Cannaday, Continuing and Profes-
sional Studies. Other key appointments

included Tom Skalak as vice president for
research, Gowher Rizvi as vice provost for
international programs, and Beth Turner as
vice provost for the arts. We will appoint
the first dean of the Batten School during
the upcoming winter. This new genera-
tion of capable, visionary leaders will guide
the University into the next decade and
beyond. Dr. Garson’s capacity to attract
uncommonly promising applicants for
these positions and to participate effec-
tively in final recruitment and hiring adds
tangible value to administrative work at the
senior levels.

Dr. Garson and Mr. Sandridge have
completed a new academic plan through
the work of the Commission on the Future
of the University. Our general strategy is
to strengthen core resources while fund-
ing selected new programs that will further
distinguish the University. For example,
the Jefferson Public Citizens program will
enable faculty-mentored teams of under-
graduate students to conduct rigorous
research and apply that research to society’s
most pressing problems through service
projects. More commission initiatives are
coming. The commission is working this
year on the financial requirements for its
recommendations and on metrics suitable
for the use of the Rector and Visitors as
they oversee implementation.

The dramatic downturn in the econ-
omy that began in 2007-08 has taken
a toll whose full effect we cannot yet
measure. The University is now facing
an overall reduction in state funding of
$10.6 million, or 7 percent of our General
Funds. This translates to some 3 percent
of the consolidated academic operating
budget (i.e., tax funds + tuition revenue).
This reduction follows on the permanent
$9.6-million cut imposed in 2007-08,
and it too is permanent. We have absorbed
these reductions, and continued our prog-
ress toward self-sufficiency. The past year
brought reaffirmation from the top three
rating agencies of our AAA-bond rating,
in conjunction with the issuance of $231
million in tax-exempt long-term bonds in
May 2008. We started developing the Uni-
versity’s treasury function from scratch four

years ago, and in 2007-08 we completed
the infrastructure using the new investment
flexibility afforded by the 2007 invest-
ment legislation. Vice President and Chief
Financial Officer Yoke San Reynolds over-
saw implementation of an Internal Bank in
2007-08—the first visible manifestation of
our treasury program. Completion of the
treasury infrastructure came just in time to
help us ensure adequate liquidity to cover
capital and operating expenses in the face
of tightening credit and liquidity in capital
markets. Ms. Reynolds’ systematic leader-
ship in completing this infrastructure has
been valuable to the entire organization.

Despite the economic crisis, we continue
to make progress in the Campaign for the
University of Virginia. As I write, current
and future support commitments total $1.8
billion, with considerably more anticipated
in the second half of the current fiscal year.
Generous commitments made during the
first half of the campaign have given us
momentum heading into the second half.
Nonetheless, we all understand that we must
redouble our efforts to succeed in a perma-
nently altered economic environment.

Thomas Jefferson wanted his Univer-
sity to be the bulwark of the human mind,
a place where each new generation discov-
ers what he called “the important truths,
that knowledge is power, that knowledge
is safety, and that knowledge is happiness.”
Faculty members, staff, students, parents of
students, alumni, friends in government,
and other persons who are committed to
sustaining excellence here have enabled us
to pursue our founder’s vision this year.
That vision, one of the most powerful state-
ments of purpose to emerge from America’s
Revolution, continues to capture a place in
the minds and souls of this generation of
students as it has in each generation during
these 183 years in which Virginia’s youth
and the youth of other states have come to
drink the cup of knowledge with us.
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our University gradu
ork as College Guides, helping

ginia high school students with colle
applications and financial aid forms,
and taking students on field trips to col-
lege campuses. Funded by the Jack Kent
Cooke Foundation and the Office of the
Vice President and Provost, the College
Guide Program helped 15,000 Virginia
students last year.

The Women’s Center presents the
Elizabeth Zintl Leadership Award to
Commonwealth Professor of Educa-
tion Carolyn M. Callahan, a specialist
in programs for gifted and talented stu-
dents. Elizabeth Zintl was chief of staff
in the presidents office until her death
in 1997. The award recognizes women
at the University whose professional-
ism, creativity, and commitment mirror

Ms. Zintls.

More than 1,200 U.Va. volunteers are
out in force for the 16th annual Lau-
rence E. Richardson Day of Caring,
taking on projects for not-for-profit
agencies in the greater Charlottesville
community. Volunteers paint walls and
pictures, clear brush, and assist childcare

providers, among other activities.

The School of Continuing and Profes-
sional Studies offers its new certificate
in nonprofit management. Certificate
workshops cover key areas of manage-
ment including planning and operations,
fund-raising and marketing, finance

and accounting, human resources

and leadership, legal issues, _a_nd board

development.

At the Symposium on Race and Society,
Dr. Chester Pierce, professor of educa-
tion and psychiatry emeritus at Harvard
University, receives the 2007 Vivian

Pinn Distinguished Lecturer’s Award.
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Richard J. Bonnie (Law ’69) becomes
the fifty-fourth winner of the Thomas
Jefferson Award, the University’s highest
honor. Considered the world’s foremost
expert in mental health law, Professor
Bonnie is the Harrison Foundation Pro-
fessor of Medicine and Law and director
and cofounder of the Institute of Law,

Psychiatry, and Public Policy.
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dren with brain and
orthopedic injuries, respiratory care,

outpatient aquatics, and more.

The lineup for the 20th annual Virginia
Film Festival, “Kin Flicks,” includes films
like The Savages, Persepolis, Before the
Devil Knows You're Dead, Starting Out
in the Evening, and The Diving Bell and
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December2007

* Elizabeth Hutton Turner (College °73,
Graduate Arts and Sciences ’75, ’85),
a former senior curator at The Phillips

Collection in Washington, D.C., joins
the University as its first vice provost for
the arts. Ms. Turner, an American art
expert, will be responsible for oversight
of the University’s two museums—the
University Art Museum and the Kluge-
Ruhe Aboriginal Art Collection.

* The University receives the prestigious
Council of Graduate Schools/Peterson’s

SEPTEMBER 2007 —SEPTEMBER 2008



Award for Promoting

& an Inclusive Gradu-
ecoMOD3 ate Community. The
award is based on a
proposal submitted by the Office of the
Vice President for Research and Gradu-
ate Studies to establish a pilot mentoring
program for graduate students from

diverse backgrounds.

¢ David T. Gies, Commonwealth Profes-
sor of Spanish, receives a surprise e-mail
from the Embassy of Spain in Wash-
ington, D.C., announcing that he is to
receive one of Spain’s highest honors,
the Order of Isabella the Catholic. The
honor celebrates Professor Gies’s aca-
demic achievements and devotion to

promoting Spanish culture.

* Governor Timothy M. Kaine attends

. . the ribbon-cutting ceremony for two
David T. Gies K . .
3 ecoMOD3 housing projects in Char-

Julian Bond lottesville. The ecoMOD initiative, a

o 4 partnership with the Piedmont Hous-
ing Alliance, is a joint, multi-year
project at the School of Architecture
and the School of Engineering and
Applied Science. Students research,
design, build, and evaluate a series of
ecological, modular, and affordable

house prototypes.

* U.Va. again leads the state in giving
to the Commonwealth of Virginia
Campaign. A total of 3,807 employees
donate a record of $888,888, with 100
percent participation in eighty-nine of
the University’s departments. Overall,
the campaign raises $4 million for causes

around Virginia.

January2008

¢ The Darden School of Business and the
Wall Street Journal present “The Darden
Perspective ... In First Person.” This
series of nine columns includes thoughts
and insights from Darden professors

The Year at a Glance

SEPTEMBER 2007-SEPTEMBER 2008

and school leaders on a variety of topics
affecting today’s business leaders. The
series kicked off in December with Dean
Bob Bruner’s “Should We Panic Today
about the Panic of 1907?”

In celebration of Dr. Seymour I.
Schwartz’s pledged bequest of his collec-
tion of American maps, the University
Library presents “On the Map,” an
exhibition featuring highlights from the
more than 200 rare items in the collec-
tion. Included are one of the oldest maps
to show the Western Hemisphere (1508),
the first map to show Florida (Hernando
Cortés’s 1524 map of Mexico City), and
an eighteenth-century map of the Ohio
River Valley drawn by then-unknown
surveyor George Washington.

The Mclntire School of Commerce
moves into its new home on the Lawn,
and both Robertson and Rouss Halls wel-
come students for the first day of classes.

The University’s efforts to prevent pol-
lution are recognized with the 2007
Outstanding Achievement for Pollution
Prevention award from Businesses for the
Bay, a coalition of business, government,
and nonprofits dedicated to prevent-
ing pollution within the Chesapeake
Bay watershed. A $73 million upgrade
to the main heating plant is reducing
emissions, 90 percent of the University’s
lighting systems have been replaced with
energy efficient lights, and 48 percent of

its waste stream is being recycled.

The University of Virginia Art Museum
opens “Landscape of Slavery: The
Plantation in American Art,” in which
depictions of plantations, plantation
views, and related slave imagery are
examined in the context of the history of
American landscape painting. The exhi-
bition is organized by Angela D. Mack,
deputy director for curatorial affairs at



The map collection of Dr. Seymour . Schwartz includes this
detailed 1676 edition of a double-hemisphere projection, “A
New and Accurat Map of the World.”

the Gibbes Museum of Art in Charles-
ton, S.C., and guest curator Maurie
D. Mclnnis (College ’88), director of
American studies and associate profes-
sor of art history at U.Va.

February2008

* A member of the faculty at the School
of Law since 1990, Paul G. Mahoney
is appointed the school’s eleventh
dean. An expert in corporate law, Dean
Mahoney is the youngest of just five fac-
ulty members to have held the school’s
most eminent chair, the David and
Mary Harrison Distinguished Profes-
sorship. He is a member of the Council

on Foreign Relations.

¢ The Board of Visitors now has an inter-
national representative, Adom Getachew,
its new student member. Born in Ethio-
pia, Ms. Getachew (College *09) is a
Jefferson Scholar, an Echols Scholar, and
an honorary Holland Scholar. She also
brings to the board a thorough under-
standing of student issues, having served
as a resident adviser for two years and as

an officer of Sustained Dialogue.

* The University joins with the Thomas
Jefferson Foundation to select recipients
in citizen leadership, law, and architec-
ture for its highest honor, the Thomas
Jefferson Foundation Medal. The Uni-
versity announces that this year’s medals
will be presented to U.S. Senator John W.
Warner (Law ’53), U.S. Supreme Court
Justice Antonin Scalia, and Gro Harlem
Brundtland, United Nations special

envoy on climate change.

* Tyler S. Spencer (College ’08), an inter-

national health and environmental

sustainability major, is named to US4
Today’s All-USA College Academic
Team. Mr. Spencer, an Echols Scholar,
received a Morris K. Udall Scholarship
in 2007 and two Harrison Undergradu-
ate Research Awards. Active in tennis
and crew, he has also organized a cross-
country cycling trip to benefit those
affected by Hurricane Katrina.

* A new documentary on Walter N. Ridley
(Curry ’53), the first African American
to graduate from the University of Vir-
ginia and a leading figure in Virginia
civil rights history, airs on PBS. Char-
lottesville producer and media studies
faculty member Bill Reifenberger of
Silverthorn Films worked with U.Va.’s
Ridley Fund to create the documentary,
which is narrated by former U.S. Poet
Laureate Rita Dove, Commonwealth
Professor of English.

March 2008

* Governor Timothy M. Kaine’s Commis-
sion on Climate Change holds its second
meeting at the Miller Center of Public
Affairs. The forty-member commission
is developing a plan to curtail Virgin-
ia’s greenhouse gas emissions. Carbon
dioxide emissions in the state rose by
34 percent from 1990 to 2004—a rate

nearly twice the national average.

¢ The University Library acquires the per-
sonal papers of civil rights activist and
U.Va. history professor Julian Bond.
One of the first African Americans to
reach national prominence in politics,
Professor Bond is a former Georgia state
legislator and the current chair of the
National Association for the Advance-

ment of Colored People.

=== THE UNIVERSITY OF
AllINE vIRGINIA TODAY

|

e The University ranks second among public
universities and twenty-third among all
national universities.

o Five schools at the University are ranked in
the top twenty:

Architecture 6th
Mclntire 6th
Law 9th
Darden 14th
Nursing 19th

e The Mcintire School of Commerce was
judged as having the sixth-best business
program in the country, while the School
of Engineering and Applied Science ranked
twenty-eighth in undergraduate engineer-
ing programs among universities granting
doctoral degrees. This was a jump from
number thirty-five last year.

e The University ranks sixteenth among
national universities on the Great Schools,
Great Prices list and twenty-third in eco-
nomic diversity, a measure of the percentage
of students receiving federal Pell grants.
U.Va.’s first-year experience placed it in one
of thirty-three “Programs to Look For.”

e This is the fifth year that the University’s
College at Wise has ranked first among
public colleges for the least amount of debt
among graduates. UVa.-Wise has been first
among both public and private schools in
four of the last five years.

e Seven medical specialties at the University
were ranked by U.S. News & World Report's
eighteenth annual survey of “America’s
Best Hospitals,” published July 2008.

Endocrinology 7th
Ear, nose, and throat 23rd
Digestive disorders 26th
Neurology/neurosurgery 33rd
Cancer 36th
Respiratory diseases 37th
Gynecology 43rd

Other Rankings

e The University ranked number one among
comparably sized universities in the number
of graduates who enter the Peace Corps.
Seventy-two graduates in 2007 made the
twenty-seven-month commitment to serve
in the Peace Corps.

In 2007, the Institute for International Edu-
cation ranked U.Va. fourteenth among the
nation’s top forty doctoral and research
institutions in the number and percentage
of students who participate in study abroad
programs. In 2007-08, 1,927 students
studied abroad or engaged in research
abroad (including fall and spring semesters
as well as J-term and summer sessions).

continued on page 9
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A coalition of U.Va. law students and
area attorneys launches a pro bono
project to help disabled veterans. As
part of the National Veterans Legal Ser-
vices Program in Washington, D.C,,
the group will provide legal services
to veterans, who often have difficulty
taking their disabilities claims through
specialized courts. Law professor Chris
Sprigman, along with several student
veterans, helped organize the effort,
which is sponsored by the School of
Law, the student-run Virginia Law Vet-
erans, and the Charlottesville/ Albemarle

Bar Association.

Phoebe Crisman, associate professor of
architecture, receives the 2008 American
Institute of Architects Education Honor
Award for her work on the Learning Barge,
a floating ecological classroom on Virgin-
ias polluted Elizabeth River. The project
has received several awards, including
recognition from the U.S. Environmental
Protection Agency, the National Council
of Architectural Registration Boards, the
American Society of Landscape Archi-
tects, the James River Green Building
Council, and the Association of Colle-
giate Schools of Architecture.

Erich Harshfield and Ana Jemec, both
third-year chemical engineering stu-
dents, learn that their design for a water
purification system design has been
selected as one of the 100 “Projects for
Peace” to be funded by philanthropist
Kathryn Wasserman Davis. “Projects
for Peace” is administered by the Davis
United World College Scholars Program
and provides funding for student initia-
tives that hold promise for the prospect
of peace around the world.

April 2008

¢ On or off the soccer field, Rebecca Sauer-

brunn (College *08) excels. She is named
the National Soccer Coaches Association
of America Scholar Athlete of the Year,

while earning a spot on the NSCAA
Division 1 All-America Team. The 2007
ACC Defensive Player of the Year, Ms.
Sauerbrunn also receives the IMP Stu-
dent Athlete Award as U.Vas top female
athlete for the 2007-08 academic year.

The University of Virginia Patent
Foundation licenses innovative silver
nanoparticle technology to U.Va. start-
up PluroGen Therapeutics, Inc., for
use as an enhanced antimicrobial agent
to fight infection and promote wound
healing. The technology was invented
by Lakshmi Nair, assistant professor of
research in orthopaedic surgery; and
Cato T. Laurencin, M.D., chair of the
Department of Orthopaedic Surgery.
In 2007, seventy-six U.Va. researchers
received patents or registered copyrights
through the U.Va. Patent Foundation.

Katie Couric (College *79) joins her
family; Governor Timothy M. Kaine;
President John T. Casteen III; George
Beller, M.D., the Ruth C. Heede Pro-
fessor of Cardiology; and many other
University leaders at the groundbreak-
ing for the Emily Couric Clinical
Cancer Center.

For the second year in a row, a U.Va.-
student team takes first place in the final
round of the annual KPMG National
Audit Case Competition in New York
City. The team includes three Mclntire
students—Margaret Fowler (Mclntire
’09), Catherine Mandigo (Mclntire
’07, ’08), and David Myers (Mcln-
tire ’08)—as well as College student
Andrew Serafin (College *10). Student
teams from twenty-seven top accounting
schools competed in the national five-
week competition sponsored by KPMG
International’s Global Services Centre
and the KPMG Foundation.

The Carter G. Woodson Institute, under
its new director—Deborah E. McDowell,



the Alice Griffin Professor of English Lit-
erature—celebrates the 100th anniversary
of author Richard Wright’s birth. Fol-
lowing a theatrical performance largely
based on Wright's writings and directed
by drama professor Theresa Davis, the
institute holds a symposium featuring
nationally renowned scholars and critics
who discuss Wright's life and work.

May 2008

e Sheila C. Johnson, businesswoman and
cofounder of Black Entertainment Tele-
vision, speaks at Valedictory Exercises,
telling the graduating class of 2008 that
it should demand more of politicians,
the media, and themselves. Hunter
Rawlings III, president emeritus of Cor-
nell University and a visiting professor
of classics at U.Va., delivers the com-
mencement address, in which he praises
the liberal arts education for teaching
students “to see familiar things with new
eyes, and to form judgments based upon

hard-won knowledge.”

Each year, the Algernon Sydney Sullivan
Foundation sponsors awards at fifty-four
colleges and universities in the south-
eastern United States to individuals who
have served others, their institutions,
and their wider communities. This year,
James D. Erickson (College ’08), Wallace
Gundy (College *08), and Brian Balogh,
associate professor of history, are cited
for their tireless dedication, compassion

for others, and tremendous creativity.

Doctoral nursing student Michael D.
Cary, Jr., receives the Inaugural John-
son & Johnson/American Association
of Colleges of Nursing Minority Nurse
Faculty Scholars Award. The award, one

The fall 2007 issue of VQR receives
the National Magazine Award for
best single-topic issue.

of five given nationally, will help Mr.
Cary continue his studies and develop

his career as an academic researcher.

The Virginia Quarterly Review captures
a National Magazine Award, the maga-
zine industry’s highest honor, for its fall
2007 issue “South America in the 21st
Century,” co-edited by Daniel Alarcén
and Ted Genoways (Graduate Arts and

Sciences ’99).

Charles Ransler (College '01, Darden
’09) and Manoj Sinha (Darden ’09) win
the Social Innovation Competition at
the University of Texas’s RGK Center for
Philanthropy and Community Service.
Their business, Husk Power Systems,
which supplies electricity to rural vil-
lages in India by burning rice husks, was
judged to be the most compelling new
idea to change the world.

June 2008

* After building a world-class Department

of Biomedical Engineering, Thomas
Skalak accepts the position of the Uni-
versity’s vice president for research.
A recognized expert in microvascular
structure and function, computational
modeling of disease, and biomechanics,
Professor Skalak is a champion of cross-
University collaboration.

This fall, the Marching Highland
Cavaliers at the University of Virginia’s
College at Wise will take the field at
halftimes with new uniforms and instru-
ments, thanks to a $1.28 million gift
from the Hunter Smith Family Foun-
dation. The endowment also provides
annual operating budget support for the
band. Started just two years ago with

e The School of Nursing is the nation’s
number one institution for doctoral student-
authored National Research Service Award
fellowships through the National Institutes
of Health. The NIH also ranks the school
twenty-second in the nation in overall nurs-
ing research funding.

e The 2007 Thomson 100 Top Hospitals Car-
diovascular Benchmarks for Success Survey
ranked the University of Virginia Medical
Center as one of the top hospitals for car-
diovascular care in the country. The survey
analyzed 1,000 U.S. hospitals by looking at
their outcomes for heart care, and UVa. is
in the top 100.

e The University tied with Columbia Univer-
sity for the highest percentage of African
American first-year students in the nation’s
top-ranked universities and liberal arts col-
leges, according to the Journal of Blacks in
Higher Education’s fifteenth annual survey.
African American students made up 11.4 per-
cent of UVa.’s first-year class in fall 2007. And
for the fourteenth straight year, the Universi-
ty’s African American graduation rate was the
highest among those at all public universities
in the nation, according to the annual compi-
lation published by the Journal.

o For the third consecutive year, the Univer-
sity’s Mcintire School of Commerce was
ranked second among the nation’s best
undergraduate business programs by Busi-
nessWeek magazine.

e TheDardenSchool of Business ranked fourth
in a biennial survey of America’s best busi-
ness schools by Forbes. The survey ranks
schools based on “return on investment,”
which is determined by compensation five
years after graduation minus tuition and the
forgone salary during school.

e The University of Virginia ranked number
three in the list of Top 100 Values in Public
Colleges published annually by Kiplinger’s
Personal Finance magazine. U.Va.’s four-
and six-year graduation rates were the
highest among the top 100 in the rankings,
and the average debt load of graduates was
the lowest among the top 10. U.Va. ranked
second among the top 100 in total cost for
in-state students after financial aid. This
ranking reflects the impact of AccessUVa,
the University’s financial aid program.

Thelllni . Gl
ENROLLMENT, FALL 2008

Undergraduate 13,762
Graduate 4,904
First Professional (law and medicine) 17,125
On-Grounds Continuing Education 666
Total 21,057

FACULTY AND STAFF, 2007-08
Full-time instructional

and research faculty 2,171
Full-time other staff
in the Academic Division 6,034

Visitthe Facts at a Glance site at www.virginia.
edu/Facts/ for more University statistics.
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The Year at a Glance

SEPTEMBER 2007-SEPTEMBER 2008

thirty members, the band is expected to
grow to 100 players by 2012.

The Board of Visitors approves Presi-
dent John T. Casteen III’s proposal to
rename 15th Street S.W. (between Lane
Road and Crispell Drive) to Jeanette
Lancaster Way to honor the Univer-
sity’s longest-tenured dean as she steps
down after nineteen years of leading the
School of Nursing.

Longtime University benefactor and
businessman John Kluge and his wife,
Tussi, give sixteen Aboriginal paint-
ings valued at $1.3 million from their
private collection to the University’s
Kluge-Ruhe Aboriginal Art Collection.
The paintings are magnificent examples
of early western desert art, according to
Kluge-Ruhe director and curator Margo
Smith (Graduate Arts and Sciences ’89,
’01). The Kluge-Ruhe Collection was
established in 1997 through a generous
gift from Mr. Kluge’s private collection
and ranks as one of the finest groups of
works by Australian Aboriginal artists in
the world.

John A. Blackburn, the University’s
longest-serving dean of admission,
announces he will retire in June 2009,
after a three-decade career at U.Va. A
leader in increasing diversity at the Uni-
versity, he is a national expert on college
admissions who is sought widely for his
experience in the field.

July 2008

* Billy K. Cannaday, Jr., a veteran educator
who serves as Virginia’s superintendent
of public instruction, is appointed dean
of the School of Continuing and Pro-
fessional Studies. During his career, Mr.
Cannaday has repeatedly demonstrated
his ability to promote educational reform.
When he arrived as superintendent of
Chesterfield County Public Schools in
Richmond, fewer than half its fifty-nine

schools were fully accredited by the
state. Under his leadership, 100 percent

received full accreditation five years later.

The National War Powers Commission,
cochaired by former Secretaries of State
James A. Baker III and Warren Christo-
pher, recommends that Congress repeal
the War Powers Resolution of 1973 and
substitute a new statute to establish a clear
process on decisions to go to war. The
Miller Center of Public Affairs impaneled
the commission in February 2007.

John C. Bean, the John Marshall Money
Professor of the School of Engineer-
ing and Applied Science, receives the
2009 IEEE Undergraduate Teaching
Award from the world’s leading profes-
sional association for the advancement
of technology. With National Science
Foundation funding, he developed
online tutorials on micro- and nano-
technology for undergraduates and the
general public, an effort that grew into
the Virtual Lab, a public science educa-
tion Web site (www.virlab.virginia.edu).
By the summer of 2008, visitors from
more than 2,000 schools had viewed
more than four million pages of content

on the site.

Governor Timothy M. Kaine appoints
Helen Dragas (College ’84, Darden ’88)
of Virginia Beach, chief executive offi-
cer of the Dragas Group; and Robert D.
Hardie (College 87, Darden ’95, ’99)
of Charlottesville, managing director of
Level One Partners, LLC, to the Board
of Visitors.

The University’s College at Wise
announces plans for construction of a
$30 million convocation center seating
3,000 for sporting events and 4,000 for
concerts or convocation activities. The
largest single capital project in the Col-
lege’s history, it is expected to open in

the fall of 2011.



August2008

¢ President John T. Casteen Il announces
the appointment of Gowher Rizvi
as vice provost for international pro-
grams. Mr. Rizvi is an internationally
renowned political scientist and the
director of the Ash Institute for Demo-
cratic Governance and Innovation at
Harvard University’s John E Kennedy
School of Government.

* The University’s summer Travel and
Learn program concludes with the 21st
Seminar at Oxford, England: The Era
of Revolution in Britain, France, and
America and the Making of the Modern
Western World. Heading this year’s
seminar are Peter Onuf, Thomas Jef-
ferson Foundation Professor of History;
and widely published scholar Jeremy
Black, an Oxford University alumnus
and established chair in history at the
University of Exeter. Travel and Learn
seminars are noncredit adult learning
programs offered through the School of

Continuing and Professional Studies.

* Students and faculty returning for the
fall term find several new facilities on
the Grounds. Joining the Campbell Hall
additions, the Claude Moore Nursing
Education Building, and Ruffin Hall is
Kellogg House, a residence hall in the
Observatory Hill area. Named after the
late Robert Kellogg, an English profes-
sor and former dean of the College and
Graduate School of Arts and Sciences,
Kellogg is home to 194 first-year stu-
dents and nine resident staff members.

e Some 100 students from twenty-three
countries on five continents begin their
U.Va. careers by way of the UVaEx-
press, a volunteer-funded transportation
system that welcomes foreign students
after an often long, arduous journey
from their home countries. UVaEx-
press conveys international students and
family members from Dulles Airport to
Charlottesville free of charge.

¢ U.Va. students announce the new Uni-
versity Unity Project, which promises
to revolutionize student engagement

and student governance. Seeking
to bring a wide array of students
together to achieve common
goals, the Unity Project will chal-
lenge students to become involved
in the greater community beyond
the Grounds. Plans include an
annual project in which all students
would participate. The project
will kick off with an on-Grounds
Farmer’s Market featuring local
farmers from Charlottesville’s
City Market. The event is orga-
nized by the Student Council’s
Environmental Sustainability
Committee.

September2008

* An international team of
scientists circulates the first
beam of protons at nearly the
speed of light around the seventeen-mile
Large Hadron Collider on the Franco-
Swiss border near Geneva. Brad Cox
(Engineering ’89), professor of physics
and a principal investigator with U.Va.’s
High Energy Physics Group, has been
involved with the planning and instru-
ment design for the LHC since its
inception in 1993.

e The University reports that it has
surpassed the state’s guidelines for pur-
chasing from small, women-owned, and
minority-owned businesses. In fiscal year
2008, U.Va. spent 42.5 percent of its dis-
cretionary budget on goods and services
from these “SWaM” firms, exceeding the
40 percent requested by Governor Tim-
othy M. Kaine. The University spent
$11.6 million with minority businesses,
a jump from $7.1 million spent the pre-
vious fiscal year. Two years ago, U.Va.
did just 23.9 percent of its business with
SWaM firms, notes Bill Cooper (Archi-
tecture '76, 68, Darden ’89), director of
supplier diversity for U.Va.

e The Miller Center of Public Affairs
brings former finance ministers from
around the world for a first-of-its-kind
global summit to address pressing eco-
nomic issues caused by changes in world
economic power and influence. The

D Jeantte Lancagtey W

group’s recommendations will form a

blueprint for global economic manage-
ment in the twenty-first century.

* A PBS documentary on the Constitution
premieres on September 17—Constitu-
tion Day—as part of a free event at the
Charlottesville Pavilion. Produced by
local PBS stations in partnership with
the Center for Politics, “Questioning
the Constitution” draws from the issues
raised in A More Perfect Constitution: 23
Proposals to Revitalize our Constitution and
Make America a Fairer Country, the latest
book by Larry Sabato (College °74), the
Robert Kent Gooch Professor of Politics
and director of the Center for Politics.
The event is hosted by the Thomas Jef-
ferson Center for the Protection of Free
Expression, the Center for Politics, and

WHT]J Charlottesville PBS.

* Sponsored by the University’s Women in
Leadership and Philanthropy program,
the inaugural “Women in Leadership”
conference convenes at the Abbott
Center at the Darden School of Business.
The conference features keynote speaker
Sheila C. Johnson and a bipartisan panel
of alumnae, including conservative polit-
ical columnist Karin Agness (College
’06, Law ’09); Virginia Delegate Jenni-
fer McClellan (Law ’97), D-Richmond;
Ellen Qualls (College ’88), senior adviser
to Speaker of the U.S. House of Repre-
sentatives Nancy Pelosi, D-California;
and Charmaine Yoest (Graduate Arts
and Sciences ’01, ’04), head of Ameri-
cans United for Life. ®
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The University of Virginia
Student Experience

he University has achieved its excel-
lent reputation by dedicating talent,
energy, and resources to sustain and enrich
its academic and research programs. U.Va.
also has worked efficiently with public
and private sources to create superb facili-
ties that more effectively support these
efforts. In February 2008, the final report
of the President’s Commission on the
Future of the University presented strate-
gies to strengthen three core areas of the
University: student experience, science

and technology, and global programs. The

-

rep*t ecommends directing#Eesources

for student experience initiatives includ-
ingifﬁhding for scholarships, fellowships,
professorships, public service and study
abroad opportunities, leadership programs,
and financial aid to enable the University
to keep pace with the demands of society’s

future leaders.

The Class of 2008
While faculty honors and high rankings
in national surveys are notable achieve-

ments representing years of hard work, the

University’s success can best be measured™

by the superior quality of the students who
come here. They are diverse, smart, and
engaged, the equal of students anywhere
in the nation. U.Va. students contribute to
the intellectual, cultural, and social life of
the University as they pursue their studies
to expand their own horizons—and they
take full advantage of the opportunity.

A cross-section of students who gradu-
ated in May 2008 highlights the special
qualities of U.Va. students and their deter- :
mination to realize their individual visions.

PrESIDENT’S REPORT 200708 13
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Elizabeth Wesner, for instance, overcame
obstacles to become the first student certi-
fied by the Curry School of Education to
teach Chinese. Facing limited opportunities
to student-teach Chinese in Charlottesville,
Ms. Wesner moved to Fairfax County for
a semester, lived with a family there, and
taught four classes at a local high school.

Having grown up in the inner city of
Detroit, James D. Erickson, a studio art
major, has long been aware of the condi-
tions of poverty and now has dedicated
himself to making the humanity of the
homeless impossible to overlook. His work
in the studio includes a series of dramatic,
monumental portraits of Charlottesville
homeless people, painted on cardboard
and incorporating other discarded mate-
rials often used by the homeless. These
paintings express the greater bond that Mr.
Erickson formed with his subjects, having
lived with them and worked with them as
they sought employment.

Inspired by her own mother, Valarie
Lynne Morton, a pastor’s wife and mother
of five, had long planned to become a nurse
manager. She had worked in health care for
twenty years, which gave her the advantage
of applying her coursework to her own work
experiences. She also completed the School
of Nursing’s flexible RN-to-BSN program
even though it meant taking more than a
full load of courses for a year while working
as an RN at Mary Washington Hospital in
Fredericksburg. Ms. Morton will return
to U.Va. in 2009 to work on her master’s

degree in health systems management.

A Record of Accomplishment
Students at the University are not only
bright and talented. They are motivated by
a deeply felt sense of curiosity and are unde-
terred by hard work. This combination can
produce an extensive record of accomplish-
ment—and national recognition.

Xiao Wang (College ’08) received
national recognition rewarding three
years of the dedication that characterizes
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leadership. He received a Truman Scholar-
ship, awarded to college juniors exhibiting
leadership potential and commitment to
careers in public service. Mr. Wang, who
received his bachelor’s degree in economics
in three years, will pursue a master’s degree
in the newly created Batten School of Lead-
ership and Public Policy in fall 2008.

An Echols Scholar and a Jefferson
Scholar, he was inducted into Phi Beta
Kappa in his third year. In addition to
publishing two papers on the democratic
transition in Hong Kong to communist
rule, Mr. Wang served as founding editor of
the U.Va. student-produced journal in eco-
nomics, Virginia Policy Review. He joined
the Miller Center Public Service Fellows
Program, the Madison House community
service organization, and the Jefferson Lit-
erary and Debating Society. He also served
as a teacher’s aide at local pre-kindergarten
and elementary schools.

The scholarships and research support
undergraduates earn often lead to edu-
cational experiences that can shape their
careers. Environmental sciences major
Michelle Henry (College *10) received a
2008 Udall Scholarship that will allow her
to go to South Africa to pursue research
on the relationship between climate and
diet. Dana M. Hecht (College ’09), a dis-
tinguished major in human biology, was
awarded a National Society of Collegiate
Scholars Scholarship. She is using the fund-
ing to attend a four-month international
program in Switzerland, India, China, and
South Africa to study the policies and prac-
tices of public health initatives.

Other students received awards that
helped defray the costs of their education
and offer valuable career opportunities.
Two chemistry majors specializing in bio-
chemistry, Courtney M. Schroeder (College
’09) and Adam C. Nichols-Nielander (Col-
lege ’09), received Goldwater Scholarships.
Sarah Buckley (College *09) and Grayson
Lambert (College *09) received inaugural
Senator John W. Warner Public Leadership

Awards. The Warner awards, established by
the University through an unrestricted gift
from Senator Warner, are given to third-
year undergraduate students who exhibit a
serious, convincing ambition to seek future

election to public office.

Graduate Students

of Great Promise

The University increasingly attracts gradu-
ate students whose work is recognized for
its top quality even before the completion
of their dissertations. Adam J. Jortner, a
doctoral candidate in American history,
illustrates this point. He argues that small
but intense religious groups—and the reac-
tion to them—have often played a pivotal
role in shaping church-state relations in
America. Mr. Jortner’s ideas earned him
the support he needed to conduct research
this year at the McNeil Center for Early
American Studies at the University of
Pennsylvania. Next year, he will devote
himself to his dissertation, with a Char-
lotte W. Newcombe Doctoral Dissertation
Fellowship given by the Woodrow Wilson
Fellowship Foundation. He is one of just
twenty-nine students nationwide to receive
this award.

The quality of their research secured
three other graduate students highly com-
petitive National Science Foundation
Fellowships this year. They were Justin
Henriques in systems and information
engineering, David Hondula in environ-
mental sciences, and Isabelle Stanton in
computer science. Fellows receive three
years of funding to support their research,
including tuition payment as well as an
annual stipend.

Rewarding Opportunities

that Launch Careers

University graduates’ record of accom-
plishment on the Grounds quite often
creates unparalleled opportunities for
them as they launch their careers. During
his time at the University, the experiences






of Patrick Hopkins (Engineering ’04,
’07) have opened doors to a career in his
field—heat transfer engineering. While an
undergraduate, he studied the fundamental
processes that affect heat transfer in nano-
scale semiconductors. To gain a broader
perspective, he earned both a bachelor of
science degree in mechanical engineering
and a bachelor of science degree in phys-
ics when he graduated in 2004. He then
completed a Ph.D. in engineering in 2007
and took a postdoctoral position in the
laboratory of his mentor, mechanical engi-
neering professor Pamela Norris, where he
conducted research that has already made a
contribution to his field.

His achievements were rewarded
with an opportunity that will enable him
to apply new areas of knowledge to his
investigations. This year, Mr. Hopkins
accepted the Harry S. Truman Fellowship
in National Security and Science and Engi-
neering at Sandia National Laboratories; he

is one of two fellows selected from a field of
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eighteen candidates. His three-year fellow-
ship at Sandia will put him in daily contact
with researchers approaching nanoscale
heat transfer from a number of disciplines.

Kenneth Brooks Hickman (Law ’08)
was selected as one of eighteen Luce Schol-
ars for 2008-09. This award is designed to
familiarize outstanding new graduates with
current issues facing Asia and is awarded to
recent graduates who have a record of high
achievement, outstanding leadership abil-
ity, and a career interest with potential for
professional accomplishment. Mr. Hick-
man, who served as president of the J. B.
Moore Society of International Law, will
spend a year with a law firm in Singapore
or Hong Kong.

A similar history of achievement played
a critical role in the selection of three recent
School of Law graduates to clerk for the
U.S. Supreme Court. Katherine Twomey,
a 2008 graduate, will clerk for Justice
Antonin Scalia beginning in summer 2009.
Porter Wilkinson, a 2007 graduate, will

StudentontheBoard

The Board of Visitors selected Adom
Getachew (College ’09) as its student
member for 2008-09. Born in Ethiopia
and raised in Arlington, Virginia, she is a
Jefferson Scholar, an Echols Scholar, and
an honorary Holland Scholar.

clerk for Chief Justice John Roberts for the
2008—09 session, while Pamela Bookman,
22006 graduate, will clerk for Justice Ruth
Bader Ginsburg beginning in the summer
of 2009. Ms. Bookman currently clerks
for Judge Thomas Buergenthal and Judge
Rosalyn Higgins at the International Court
of Justice in The Hague.

Mobilizing the

Academical Village

The activities of U.Va. students charge the
atmosphere on the Grounds. U.Va. stu-
dents bring with them a sense of creativity,
engagement, and vitality that manifests
itself inside and outside the classroom.
Their interests and their activities, more
than any other factor, make the Academi-
cal Village an exciting place to be.

One program that highlights the sense
of purpose and energy that students bring
to the University is Alternative Spring
Break. Rather than choosing to relax at

the beach, increasing numbers of students



spend their breaks performing community
service at locations in the United States and
overseas. The students themselves organize
these activities and establish partnerships
with on-site nonprofit organizations and
manage transportation, fund-raising, and
logistics. In 2007-08, 650 U.Va. students
spent seven to ten days at almost sixty
worksites in the United States, Central and
South America, and Africa, a record for the
University. The projects they undertook
were wide-ranging. Ten groups returned to
New Orleans and five sites in Mississippi
to help repair homes damaged or destroyed
by Hurricane Katrina. Another resurfaced
youth baseball fields in Durham, North
Carolina, while another group traveled to
La Gracia, Belize, to pinpoint sources of
local water supply contamination that was
causing widespread diarrhea among chil-
dren. The motto of the program, “Change
Your Perspective,” highlights one of the
program’s goals: encouraging students to
see their own lives in relation to broader

social and global issues.

Enlarging Their World View

For U.Va. students, the understanding
that they are global citizens invites action.
They are eager to redefine and personalize
the process of globalization by working to
build long-term connections between the
University and people in other countries.
In recent years, dozens of University stu-
dents have worked and studied at Primeros
Pasos, a medical clinic cofounded by Brent
Savoie (Law ’07), which provides free
health care to children living near Quet-
zaltenango, Guatemala. Megan Dunning
(College ’08) and Elizabeth Murphy (Col-
lege °08), founders of the Inter-American
Health Alliance at the University, organized
a fund-raising event for the clinic this year
that also publicized the Guatemala Health
Partnership, a program dedicated to devel-
oping sustainable relationships between
the University and the people of Guate-
mala. After graduation, both Ms. Dunning

and Ms. Murphy will help realize this goal
by returning to Guatemala to work at the
clinic for a year.

Other students contribute their busi-
ness know-how to help those in need.
Manoj Sinha (Darden ’09) and Charles
Ransler (College ’01, Darden ’09) started a
company based on a technology that uses
cheaply available rice husks to fuel an elec-
tric generator. They began pilot projects in
two villages in Bihar, India’s poorest state,
and hope to expand the service to at least
fifteen rice-rich but electricity-poor villages
in 2009. Team members added substantially
to their start-up capital by taking first prize
in the Social Innovation Competition at the
University of Texas and winning the Darden

School’s annual business plan competition.

Meeting Challenges
in Science and Technology
The current generation of students eagerly
embraces scientific and technological chal-
lenges. This year, a multidisciplinary team
of five University undergraduates formed
the Virginia Genetically Engineered
Machine Team to teach themselves the
basics of the new field of synthetic biol-
ogy and to conduct their own research.
They raised $50,000 from various U.Va.
sources to support their efforts to combine
standardized genetic elements to create a
synthetic microbial system that will pro-
duce butanol, a biofuel, from plant biomass
and light. They were also awarded a grant
from DuPont to further their work after
competing at the International Genetically
Engineered Materials competition at the
Massachusetts Institute of Technology.
Other students are studying vulnerabili-
ties in computer hardware and software.
Working with fellow computer scientists in
Germany, computer engineering graduate
student Karsten Nohl demonstrated that
the encryption used by the billions of radio-
frequency identification (RFID) chips can
be broken with just a few thousand dollars
worth of readily available equipment. RFIDs

are found in credit cards, subway fare cards,
and high-security building keycards among
other applications. His work has led major
manufacturers and governments to consider
other approaches to encryption.

Mr. Nohl’s advisor is David Evans, asso-
ciate professor of computer science. Professor
Evans also worked with an undergraduate
team, Adrienne Felt (Engineering *08) and
Andrew Spisak (College *08), to research
privacy issues surrounding social networking
platforms like Facebook. The two students
discovered that more than 90 percent of
Facebook’s applications grant users access
to private data. To combat this danger, the
students developed a system that Facebook

could use to protect this information.

Taking Action
U.Va. students are equally committed to
public service. This year, Deborah Perl
(Mclntire ’09) assembled a team of twenty
volunteers who collaborated with Urban
Vision, a local nonprofit responsible for the
IRS-sponsored Volunteer Income Tax Assis-
tance program in Charlottesville. Members
of the group, called Creating Assets, Sav-
ings, and Hope (CASH), helped prepare
tax returns for people with low to moder-
ate incomes. Ms. Perl plans to expand the
program next year even while preparing
younger students to take over the reins of
the organization after she graduated.
Bridging the Gap is another example of
a student-founded program that took on a
life of its own after its founder graduated.
In 2006 Clay Broga (College *07) created
the program to help the many refugee
children who have been resettled in the
Charlottesville area by the International
Rescue Committee adjust successfully to
American life. Staffed by more than eighty
student volunteers, the program now helps
about seventy-five children. U.Va. students
tutor children in English, supervise home-
work, read with them, play with them in
nearby parks, and take them to soccer prac-
tices and games. ®
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On-Grounds Globalization

The Academical Village is now a global vil-
lage. During the last academic year alone,
almost 1,900 students studied abroad in

seventy-nine countries, and international

students made up more than 10 percent of

the graduating class.

Members of the University commu-
nity have been instrumental in opening the
Grounds to the world. The Department
of Spanish, Italian, and Portuguese has for
the last three years offered a creative writing
seminar featuring discussions with visit-
ing writers from Latin America and Spain.
The International Student Center hosts
many programs, including the International
Speakers Bureau, to introduce international
subjects and people from many nations
to the University community. Its English
language and mentoring programs help
international students adjust to University
life. Alderman Library now features four
television sets that pull in satellite feeds from
more than eighty foreign channels, allowing
students to keep up with world news. And
in response to shifts in global economic and
political power, the University this year cre-
ated a department of East Asian Languages.

Hoos for Open Access

A new student organization, Hoos for Open
Access, is doing its part to make higher
education accessible to college-bound
students. The group was established to
educate potential students about the Uni-
versity’s financial program, AccessUVa, and
to provide financial-education support to
students who receive assistance. Hoos for
Open Access has also started a blog and
hosts weekly chat sessions for students
with financial aid questions. Group mem-
bers met with President John T. Casteen Ill
and Yvonne Hubbard, director of Student
Financial Services, to discuss financial
aid and suggest changes they think would
benefit AccessUVa students. One recom-
mendation they proposed is expanded aid
for international study, J-term classes, and
summer tuition.
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It is the first department of its kind in the
southeastern United States.

Faculty members have also developed
meaningful opportunities for overseas
study. Among many courses combining
international travel with study this year
was a January-term class that took place
in the Ghanaian city of Cape Coast, where
students worked with local residents on
economic development projects. An envi-
ronmental thought and practice class was
held in Panama, the result of a newly
formed collaboration between U.Va. and
the Panamanian City of Knowledge, an
educational organization in Panama.

At the same time, individual schools
within the University are forging ties
with overseas institutions that will lead to
exchanges of students and joint research
opportunities. This year, the Mclntire
School of Commerce signed an exchange
agreement with two of the top business
schools in Asia: the School of Business
and Management at Hong Kong Uni-
versity of Science and Technology and
the Guanghua School of Management
at Peking University. The Darden School
of Business signed a partnership with the
Hochschule fiir Wirtschaft Ziirich that
will bring Swiss students to Charlottes-
ville to study general management and
marketing. This program is the fourteenth
partnership that Darden has established
with international business schools.

In other cases, international alliances
involve a consortium of schools. The Uni-
versity is a member of the Universitas 21
international education network. This year,
President John T. Casteen III traveled to
India as chairman of Universitas 21 to wel-
come Delhi University, its newest member.
The School of Engineering and Applied
Science is part of a newly formed alliance
of South African and U.S. universities that
has joined forces with Canadian transpor-
tation giant Bombardier. The goal is to
help provide a better-educated workforce
for industries moving into South Africa

while promoting interaction between U.S.
and South African students.

Strengthening Their

Capacity to Lead

One of the founding ideals of the Univer-
sity was to create the citizen-leaders that
democracy would need to flourish. Accord-
ingly, the University has always placed a
premium on student self-government.

One way that students learn to lead
is through emulation—and this year
saw a steady stream of national lead-
ers pass through Grounds. Among other
distinguished visitors, Senator Hillary
Clinton interrupted her presidential cam-
paign to address politics professor Larry
Sabato’s class, former governors John
H. Sununu; Lowell P. Weicker, Jr.; and
L. Douglas Wilder debated presidential
election reform, and Supreme Court Jus-
tice Antonin Scalia gave a lecture when he
accepted the Thomas Jefferson Foundation
Medal in Law.

Founded in 1993 to educate Virginias
future political and community leaders,
the Sorensen Institute at U.Va. sent six-
teen graduates to serve in the Virginia
General Assembly this year—two in the
Virginia Senate and fourteen in the House
of Delegates. Three graduates are serving
in Governor Tim Kaine’s cabinet, and
dozens more were appointed to boards and
commissions or are serving in positions of
leadership in local governments or in the
private sector. A record number of Sorensen
alumni ran and won office in the Novem-
ber 2007 elections. Forty-eight graduates
were successful at the polls, including six-
teen Republicans, sixteen Democrats, and
twelve independents.

The University grounds students in the
practical side of leadership. An example is
the week-long intensive training program
for leaders of student organizations offered
by the Office of the Vice President for
Student Affairs. The program is designed
to familiarize students with resources at



~ alway ih} 0 have a positive impact on the
o/

the University and to set the pattern for
mutual cooperation that will be essential
in accomplishing their goals.

U.Va. also hosted the tenth annual
ACC Student Leadership Conference
this year. Organized by the ACC Inter-
Institutional Academic Collaborative, the
conference promotes student leadership
and encourages interaction among the
ACC member schools outside of athletics.
This year’s conference theme, “Aspiring for
Impact: Evolving Perspectives of Student
Leadership,” was based on the idea that
hough student leadership can mean dif-

ferent things for different people, it should
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The Intellectual Core
of the University

he University’s faculty is its most

valuable resource. Faculty members
uncover knowledge and new perspec-
tives, they apply themselves diligently
to transmitting that knowledge in ways
that have lasting impact, and they create
institutions—centers, departments, and
schools—that provide the necessary
framework for research, education, and
public service.

An important measure of the Univer-
sity’s success in fulfilling its mission can
be measured by the quality of its faculty.
James N. Galloway, the Sidman P. Poole
Professor of Environmental Sciences, was
one of two scientists this year to share the

Tyler Environmental Prize, considered the
Nobel Prize in environmental sciences,
energy, and environmental health. He was
cited for his pioneering analysis of the flow
of reactive nitrogen through the global
ecosystem and his work, undertaken on an
international scale, to create approaches to
manage this flow more efficiently. Professor
Galloway also was elected a fellow of the
American Geophysical Union, an honor
that the association confers on just 0.1 per-
cent of its 51,000 members.

John Hudson, the Wills Johnson
Professor of Engineering, was elected to
membership in the National Academy of
Engineering, among the highest distinctions

awarded engineers. He is known for his
work engineering complex, dynamic
chemical reactions. Dr. Arthur Garson, Jr.,
the Robert C. Taylor Professor of Health
Science and Public Policy and the Univer-
sity’s executive vice president and provost,
received a comparable honor with his elec-
tion to the Institute of Medicine of the
National Academy of Sciences. This year,
he helped to conceive and draft the Health
Partnership Act, a bipartisan bill intro-
duced into the U.S. Senate and House to
expand health care coverage to millions of
uninsured Americans.

The University’s faculty members

are receiving recognition from foreign
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governments for their efforts to promote
global understanding. David T. Gies, Com-
monwealth Professor of Spanish, received
one of Spain’s highest honors, the Order
of Isabella the Catholic. Professor Gies was
cited for his work on the Spanish literature
of the Enlightenment and Romantic peri-
ods, and contemporary Spanish cinema,
and for his efforts to promote Spanish
literature in Europe and the Americas.
His colleague, John Lyons, Common-
wealth Professor of French and chair of
the Department of French Language and
Literature, was inducted into the Legion of
Honor, France’s highest honor. Professor
Lyons was recognized for his scholarship in
seventeenth-century French literature and
culture and his work to strengthen ties with
the French Embassy.

Leaders in Their Fields

Recruiting leading scholars in their fields to
teach and study here adds to the quality of
the student experience and to the vitality of
the University community. This year, Fred-
erick Schauer, a prominent expert on the
First Amendment, constitutional law, and
legal philosophy joined the School of Law as
a David and Mary Harrison Distinguished
Professor of Law. Harrison professorships,
supported by a gift from the late David A.
Harrison III (College '39, Law ’41), are
reserved for senior teachers and scholars of
national distinction who also embody the
ideals of the Law School. Professor Schauer,
who has written on a wide range of sub-
jects, is a fellow of the American Academy
of Arts and Sciences, has held a Guggen-
heim Fellowship, has been vice president of
the American Society for Political and Legal
Philosophy, and was a founding co-editor
of the journal Legal Theory.

Siva Vaidhyanathan, nationally known
for his expertise on new media and the
law, joined the new Department of Media
Studies in the College of Arts and Sciences
as associate professor of media studies and
law. He came to the University from the
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New York University Department of Cul-
ture and Communication. The author of
Copyrights and Copywrongs and the Googl-
ization of Everything, Mr. Vaidhyanathan is
also an authority on intellectual property
issues. He organized the department’s first
high-profile event, a panel discussion called
“The Fall & Rise of American Liberalism:
Media, Race, Religion and Bruce Spring-
steen,” which brought cultural analysts
from other universities to U.Va.

The University also places a premium on
nurturing promising young faculty. The Uni-
versity’s Fund for Excellence in Science and
Technology (FEST) Distinguished Young
Investigator Award program was established
in 2000 to provide young faculty with seed
money to launch research projects. The
2007-08 winners were astronomer Philip
Arras, electrical engineer Avik Ghosh, and
cell biologists Noelle Dwyer and Jing Yu.

The preliminary research conducted
with this funding has helped young faculty
secure research grants from national agen-
cies. Professor Ghosh and former FEST
winner Kim Hazelwood, assistant profes-
sor of computer science, were among four
assistant professors to win National Sci-
ence Foundation CAREER Awards. These
grants range from $200,000 to $500,000
over four or five years. Computer scientists
Sudhanva Gurumurthi and Jason Lawrence
also received CAREER awards.

Two other FEST winners—Kelsey John-
son, assistant professor of astronomy; and Jill
Venton, assistant professor of chemistry—
received large grants from other sources.
Professor Johnson was one of twenty young
scientists to be awarded a Packard Fellowship
by the David and Lucille Packard Founda-
tion. She studies globular star clusters and the
development of the early universe. Professor
Venton received an Eli Lilly and Company
Young Investigator Award in Analytical
Chemistry. She designs tools to measure
the real-time transmission of signals in the
brain. Both Professor Johnson and Professor

Venton also hold NSF CAREER awards.

Breaking New Ground

The University’s ability to push the bound-
aries of knowledge and to serve the public
is a function of both the size of its faculty
as well as its quality. Today, 2,140 scholars
and researchers are conducting fundamen-
tal research in scores of areas critical to the
well-being of our society. Some of this work
has identified basic areas of education that
will benefit directly from improvement.
Professor Mabel Kinzie and Robert Pianta,
dean of the Curry School of Education,
are developing a new pre-kindergarten
mathematics and science curriculum. All
research points to the importance of pre-
kindergarten education, but studies suggest
that classroom coverage, especially in these
two areas, is highly variable. Their project
is funded with a $1.77 million grant from
the U.S. Department of Education.

A number of U.Va. faculty members
are working on projects related to national
defense and security. Hilary Bart-Smith,
associate professor of mechanical and
aerospace engineering, received a highly
competitive Multidisciplinary University
Research Initiative (MURI) grant from the
Office of Naval Research. She heads a team
conducting basic research that could lead to
the creation of an underwater vehicle that
mimics the motion of a manta ray. Such a
design would allow an undersea vehicle to
accelerate and decelerate more quickly and
to move more efficiently.

Professor Bart-Smith is one of five faculty
members in the School of Engineering and
Applied Sciences leading or participating in
MURI grants, a high number for any engi-
neering school. Multimillion-dollar, five-year
grants like the MURI—long enough and
large enough to enable faculty to pursue truly
innovative basic research—are extremely rare
and are the object of fierce competition.

University business faculty members
also conduct research that deepens under-
standing of basic business concepts and
practices. Robert Cross, associate professor

ofcommerce, isan expert on social network



analysis and studies the web of ad hoc rela-
tionships that employees form to accomplish
their work. His findings help corporations
make better use of underutilized personnel
and highlight the importance of individual
enthusiasm in fostering connections that
lead to higher performance.

With the rise of gasoline prices, many
scientists are exploring alternative sources
of energy. Two U.Va. physicists, Bellave S.
Shivaram and Adam B. Phillips, have dis-
covered a new class of materials that can
absorb hydrogen at high rates, providing

Carolyn M. Callahan

an affordable way to store and transport
hydrogen. The inventors are working with
the U.Va. Patent Foundation to patent their
discovery, with the belief that the novel
materials will translate to the marketplace.
Their discovery is an important step that
could lead to the widespread acceptance of
hydrogen fuel cells to power vehicles. At the
same time, U.Va. researchers are also help-
ing governments use existing technologies
more efficiently. Byungkyu “Brian” Park,
assistant professor of civil engineering, is

working with the Korea Transport Institute

and Virginia Tech to modify traffic signal
control systems to operate optimally for
reducing fuel consumption and emissions.

Scholarly research can also heighten
critical awareness of society’s perspectives
and perceptions. Maurie McInnis, associ-
ate professor of American art and material
culture, served as consultant curator on
“Landscape of Slavery: The Plantation in
American Art.” This exhibition under-
scores changes in society’s views of race,
slavery, and the plantation over the last two
hundred years.

Edward Berger

Honored by the Commonwealth and the University

The faculty awards that the state and the
University bestow serve a dual purpose.
They honor individual faculty members for
their outstanding accomplishments, while
motivating others to follow in their foot-
steps. Several University faculty members
were singled out for recognition during the
2007-08 academic year:

e Commonwealth Professor of Education
Carolyn M. Callahan received the 2007
Elizabeth Zintl Leadership Award from the
UVa. Women’s Center. Professor Callahan
is a specialistin educational opportunities
for gifted and talented students.

e Matthew Neurock, the Alice M. and Guy A.
Wilson Professor of Engineering, was the
first recipient of the School of Engineering
and Applied Science’s Robert A. Moore,
Jr., Award in Chemical Engineering. The

award is given for teaching, research, and
outreach activities that best represent the
interests of industry.

e Edward Berger, associate professor
in the Department of Mechanical and
Aerospace Engineering; and Dr. John
Kattwinkel, the Charles Fuller Professor
of Neonatology and chief of the Division
of Neonatology, received the 2008 Out-
standing Faculty Award, administered
by the State Council of Higher Education
for Virginia.

® A Richmond Times-Dispatch and Library
of Virginia survey included constitu-
tional law expert A. E. Dick Howard, the
White Burkett Miller Professor of Law
and Public Affairs and Earle K. Shawe
Professor of Employment Law, in its list
of the most influential Virginians of the
twentieth century.

rews

sster S.

e TheU.Va. Patent Foundation named George
T. Rodeheaver, Richard F. Edlich Professor
of Biomedical Research, the 2008 Edlich-
Henderson Inventor of the Year. Professor
Rodeheaver invented an antimicrobial gel
that has proven significantly more effec-
tive than existing therapies in treating
severe burns and chronic wounds.

e Lester S. Andrews and lan G. Macara
were honored with the 2007-08 U.Va.
Distinguished Scientist Award. Professor
Andrews is a renowned physical chemist
whose work has fundamentally changed
the understanding of chemical bonding
in many elements. lan Macara, the Harri-
son Distinguished Teaching Professor of
Microbiology and director of the School
of Medicine’s Advanced Microscopy
Facility, is an international leader in the
field of cellular regulation.
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For the Common Good
The knowledge and insight faculty mem-
bers gain over the course of their careers
reach society in a number of ways. As
scholars, they publish for other specialists,
exchange ideas at conferences, and give lec-
tures and presentations. As teachers, they
transmit their discoveries and their passion
for discovery to students in the classroom,
online, and in their offices. And as public
servants, they contribute their skills and
knowledge in a variety of contexts, from
Capitol Hill to the high school classroom.

This year, a number of faculty mem-
bers testified before Congress on matters
of policy. Dean of the School of Nursing
Jeanette Lancaster testified on the need
to provide more funding to train nurses
as the population ages. Brandon Garrett,
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a8sochate pofessor of law, described ways
to improve the monitoring of corporate
fraud settlements. Members of the U.Va.
Institute on Aging briefed a Senate com-
mittee on the use of technology to promote
independent living. Kathryn Thornton,
associate dean of the School of Engineer-
ing and Applied Science, advised Congress
on the timing of space exploration, recom-
mending that manned expeditions to Mars
be undertaken soon.

Faculty members also have accepted
positions advising state and federal gov-
ernment agencies and administering their
programs. Daniel Pitti, associate director
of the Institute for Advanced Technology
in the Humanities, was appointed to the
National Archives and Record Administra-
tion’s Advisory Committee on the Electronic

A

Re d S. Pr‘ sor

e main techmcal archit

i has been
a number
of standards for electronic archives. ..

Maurice Cox, associate professor of
architecture, accepted a two-year appoint-
ment as director of design for the National
Endowment for the Arts. He will oversee the
Mayors’ Institute on City Design, the Gov-
ernors’ Institute on Community Design,
and the Your Town program, which helps
smaller communities preserve their charac-
ter in the face of economic or social change.
Professor Cox brings both his experience as
mayor of Charlottesville and his expertise as
an urban planner to the position.

U.Va. faculty members also have
teamed with local school divisions to
expand the opportunities they offer their
students. The Virginia Foundation for



w
-

the Humanities and the Virginia Center
for Digital History helped four school
districts in southern Virginia secure a $1
million Teaching American History grant
from the U.S. Department of Education
in 2007. The grant will fund intensive
training over three years for twenty-four

teachers. A second $1 million Teaching

American History grant spearheaded by
the Center for the Liberal Arts was secured
in 2008. As part of a $1.3 million grant
from the National Science Foundation,
John Bean, the John Marshall Money Pro-
fessor of the School of Engineering and
Applied Science, and his colleagues are
working with the Science Museum of Vir-
ginia in Richmond to develop hands-on
educational displays to explain the intrica-

cies of nanoscience.

The University also hosts various insti-
tutes and centers that serve the people of
the Commonwealth. The Weldon Cooper
Center for Public Service provides surveys,
data, research, technical assistance, and
practical training to help state and local
officials anticipate and respond to change.
The center’s annual population estimates
are the official figures the Commonwealth
uses in the interim between federal cen-
suses. This year, the center estimated that
seven out of ten Virginians now live in
urban areas.

The Virginia Public History Proj-
ect and the Executive Political Institute
at the Center for Politics also serve the
state of Virginia. In partnership with
the Weldon Cooper Center, the Virginia

Public History Project examines the

administrations of Virginia’s more recent,
former governors and other high-ranking
elected officials, and explores the dynam-
ics of various institutions of Virginia
government. The Virginia Public History
Project presented two conferences during
2007-08: “Ten Years of Good Politics”
and “A Decade of Political Change.”
Hosted by Larry J. Sabato (College *74),
the Robert Kent Gooch Professor of Gov-
ernment and Foreign Affairs and director
of the Center for Politics, the Execu-
tive Politics Institute brings corporate
executives from across Virginia to discuss
politics, government, and history from
a business perspective. Sessions include
presentations and panel discussions by
academics, policymakers, and state and

local government experts. Q
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architectural heritage as' the’Univecrsity
of Virginia, buildings are built an in-
tained with care. When William T
ar{afitect of the Capitol i as
D.C., reviewed Tif)mas ]efferso

for?{lhe University 1‘lr)f Virginia he; noted,

t an institution as conscious ts

cross the Grounds addresses pressing

needs. Collectively, they represent an

bitious effort to position the University
leadership in the twenty-first century.
e University’s goal is to create settings
t promote contingﬂ1 interaction among

dents and faculty, offer '(E)pen spades for

experience to its students. The Claude
Moore Nursing Education Building

_opened in time for students arriving at

the University for the fall 2008 semester.
The building added 32,000 square feet of
lecture halls, classrooms, meeting rooms,
and common spi'c'ﬁc"ross the street,

“This plan of your§ is I think admirably inspiration and recreation, and suppogt the - cdnsﬂ;uction began on the Claude Moore

. Lws
has cdntinued o cobdidinate
L]

calc :Ixted fonmosmindeﬁpitT: ex]ql:*siqd_’[ | Hfﬁdgt teaching, fesearch, and patient car.e_.: ||
T iR

he Universi

' planning for preserving historic buildings _Anticipating the.Growing:

" "on the Grounds while building new facili- -Need for Medical Care

——
ties to meet the requirements for higher
education and research today.

Taken individually, the assortment of

major buildings now being constructed

1

In response to the national shortage of
nurses, the School of Nursing is expand-
ing to increase its space and provide a

richer, more comprehensive educational

Medical Educatio:n Buildi g, which will
meet the School of Medicine’s need for
modern, consolidated facilities and will
support technology-enhanced teaching
methods that improve the way medical
students learn.

In anticipation of the growing need for

medical care, construction at the U.Va.
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Medical Center continues. The parking
garage that stood on the site of the Emily
Couric Clinical Cancer Center has been
demolished and construction has begun,
with completion scheduled for 2011. At the
same time, planning is under way to extend
the front of the U.Va. Hospital thirty-four
feet toward Lee Street, making it possible
to add seventy-two private patient rooms
by 2011.

Strengthening Research
Infrastructure

The Carter-Harrison Research Building
rising behind Jordan Hall responds to
another pressing need. One of the largest
constraints the University faces in its efforts
to strengthen its science programs is labora-
tory space. This building—and the Snyder
Translational Research Building and Life
Sciences Annex nearing completion at the
University’s Fontaine Research Park—will
help to overcome this limitation.

The Board of Visitors has endorsed
three other construction projects that
will add more than 300,000 square feet
to U.Va. laboratories. One project is a
100,000-square-foot facility for physi-
cal and life sciences research adjacent
to the chemistry annex. The other two
projects involve significant expansions to
planned research facilities for the Medical
School and the School of Engineering and
Applied Science.

Classrooms for the Digital Age

The University has also embarked on a
series of projects that redefine the tradi-
tional classroom to take advantage of new
technology and reorganize and expand
academic areas. This year, the Mclntire
School of Commerce moved to its new
home on the Lawn. Its 156,000-square-
foot facility is composed of historic Rouss
Hall, which appears unchanged from the
Lawn, and Robertson Hall, named for
financier Julian H. Robertson, Jr., and

his wife, Josie. Mr. Robertson’s protégé,

John A. Griffin (Mclntire ’85), made the
gift to name the building in honor of his
mentor. The new facility includes state-
of-the-art class presentation technology
as well as areas conducive to community,
interdisciplinary learning, and faculty-
student interaction.

The South Lawn Project is integral to
the College’s plan to expand its faculty
so that it can increase class offerings and
reduce class sizes. Phase I, now in progress,
consists of three buildings housing history,
politics, and religious studies. It will be
linked to Central Grounds by a landscaped
plaza spanning Jefferson Park Avenue. Gov-
ernor Timothy M. Kaine and the General
Assembly included the funding required to
renovate New Cabell Hall across Jefferson
Park Avenue in his proposed bond package
for higher education.

Ruffner Hall, home of the Curry School
of Education, has become so crowded that
faculty members must find off-Grounds
space to conduct their research. The new
four-story Bavaro Hall being built adjacent
to Ruffner will nearly double the space
available to the school.

The School of Architecture faced simi-
lar constraints. Campbell Hall houses one
of the nation’s leading architecture and
landscape architecture departments, as well
as distinguished programs in architectural
history and urban and environmental plan-
ning. The school has, however, more than
doubled its enrollment since moving into
the building more than thirty years ago, and
space is at a premium. Additions just com-
pleted include a new entry tower housing
flexible exhibition space, rooms for review-
ing student work, and, to the south, a bank
of twenty-six faculty offices that are linked
to nearby studios and teaching spaces.

In other cases, new construction will
bring departments together for the first time.
Newly completed Ruffin Hall will enable
the studio art program to meet more of the
growing demand for its courses by bring-
ing together all of its classrooms and faculty

offices, now scattered among several loca-
tions on Central Grounds. Envisioned as a
village for the arts, Ruffin Hall includes win-
dows that allow abundant natural light and
freight elevators for moving large objects.
The building holds studios designed specifi-
cally for the teaching of painting, drawing,
sculpture, printmaking, photography, per-
formance art, and digital media.

Building to Plan

Thomas Jefferson’s original Academical Vil-
lage is an exemplar of coherent planning. It
is an ideal setting in which to nurture the
mind and promote social interaction. In
looking ahead to the needs of the future,
the University’s leaders are guided by Jef-
ferson’s belief that the principles that shape
the physical character of the institution are
derived from the principles that guide its
academic undertakings. The vision for the
Grounds includes integrating academic,
residential, and recreational uses into mul-
tiuse zones, reconnecting all sectors of the
University Grounds, creating a walking
environment, and engaging the surround-
ing community.

Building Sustainability

In 2006, the University released its
Guidelines for Sustainable Buildings and
Environmental Design, which estab-
lished a sustainable approach to campus
planning, facilities design, and resource
management. Following the Board of Visi-
tors’ commitment in 2007 to LEED certify
all new building projects and renovations,
the University currently has twenty-four
projects seeking LEED certification. The
South Lawn Project, which will be among
the first U.Va. facilities to receive LEED
certification, is on track for achieving high
standards of energy efficiency, sustain-
ability in site planning, water protection,
conservation of materials and resources,
and indoor environmental quality. The
$105 million project is scheduled to open
in 2010. ¢
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School of using nineteenth. These indi-
viduals are why the U.Va. Medical Center

once again was named one of the top 100

the best in the nation. The contributions
of U.Vas health care personnel are also
the reason the Medical Center achieved
Magnet Recognition from the American
Nurses Credentialing Center, a mark of

nursing excellence bestowed on just 5 per-

cent of U.S. hospitals.
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Collective Success

A number of achievements serve to highli
the quality of the professionals the He
System attracts. Many Health Syste
employees attain recognition from the mos
prestigious professional organizations in

their fields. For instance, Pamela Cipriano,
chief clinical officer and chief nursing offi-
cer at the Medical Center, was one of just
thirteen nurses across the country to receive
the Distinguished Member Award from the
American Nurses Association.

R. Edward Howell, vice president and 8
CEO of the U.Va. Medical Center, was
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Dr. Steven T. DeKosky

recognized for his leadership in advocating
for community health care and hospital
services. He received a Partnership for
Action Grassroots Champion Award from
the American Hospital Association, in
partnership with the Virginia Hospital &
Healthcare Association. Mr. Howell and
his team at the Medical Center have spent
the last several years focused on advocacy.
Others are recognized for their sustained
commitment to education. Neurosurgeon
John Jane received the 2008 Parker J. Palmer
Courage to Teach Award from the Accredita-
tion Council for Graduate Medical Education.
During his tenure at U.Va., Dr. Jane has
trained fifty-five neurosurgeons, sixteen of
whom are now chairs of their own neuro-
surgery departments. Dr. John Kattwinkel,
the Charles Fuller Professor of Neonatology,
was named a recipient of a 2008 Outstand-
ing Faculty Award, administered by the State
Council of Higher Education for Virginia.
Nursing professor Suzanne Burns
(Nursing ’85, ’88) received one of the
first Flame of Excellence Awards from the
American Association of Critical-Care
Nurses honoring teaching and clinical
excellence at the regional and national
levels. Her colleague, Reba Moyer Chil-
dress (Nursing '79,’91), assistant professor
of nursing, was named a fellow of the
American Academy of Nurse Practitioners,
while Sarah Farrell (Nursing ’81, ’83),
associate dean for academic programs and
chief technology officer for the School of
Nursing, was elected president of the Vir-
ginia Association of Colleges of Nursing.
U.Va. Health System faculty members
were also honored for their contribu-
tions to research. Dr. Anindya Dutta,
the Harry Flood Byrd, Jr., Professor of
Biochemistry; and William R. Pearson,
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professor of biochemistry and molecu-

lar genetics, were named fellows of the
American Association for the Advance-
ment of Science. Dr. Dutta was honored
for his investigations of processes that
lead to genomic instability in cancer cells,
while Professor Pearson is highly regarded
as the codeveloper of FASTA, a software
package with programs for searching pro-
tein and DNA databases.

This level of individual excellence
places the Health System at the forefront
of health care. This year, 160 University of
Virginia physicians were named to the list
of “Best Doctors in America,” the result of
a comprehensive peer-review survey. This
total reflects an increase of thirty-five more
U.Va. physicians since the last survey. Doc-
tors included in the list are among the top
3 percent to 5 percent in their specialties.

New Leadership in Medical
and Nursing Education

Strong, visionary medical educators can
influence generations of students and
inspire their colleagues. The Health System
is fortunate to have found superb leaders to
serve as new deans of the Schools of Medi-
cine and Nursing.

Dr. Steven T. DeKosky, an international
leader in Alzheimer’s disease research, is the
new vice president and dean of the School
of Medicine. He is charged with devel-
oping patient-centered models of care
and establishing U.Va. as a translational
research center.

This appointment represents a home-
coming for Dr. DeKosky. He completed a
postdoctoral fellowship in neurochemistry
at U.Va’s Clinical Neuroscience Research
Center, and his first academic appoint-

ment was in the Department of Neurology.

4 orrie“mtaine

He succeeds Dr. Sharon L. Hostler, the
McLemore Birdsong Professor of Pediat-
rics, who assumed the post in May 2007 as
interim vice president and dean.

Dorrie K. Fontaine, a specialist in
addressing the needs of critically ill patients,
was appointed dean of the School of Nursing.
Her research focuses on comfort for critically
ill patients, pain relief, and family presence at
end of life. While at the University of Cali-
fornia, San Francisco, she also established a
reputation for promoting interprofessional
education across health care disciplines.
Another of Dean Fontaine’s key interests is
promoting healthy work environments for
nurses and hospital colleagues. She served
as president of the American Association
of Critical-Care Nurses, the largest spe-
cialty nursing organization in the world, in
2003—-04. Dean Fontaine succeeds Jeanette
Lancaster, the University’s longest-tenured
dean and among the longest-tenured deans
of nursing in the nation, who has stepped
down after nineteen years of service.

This year, the School of Nursing offi-
cially dedicated the newly completed
Claude Moore Nursing Education Build-
ing, and the School of Medicine broke
ground on the Claude Moore Medical
Education Building. Both schools are also
expanding their programs in clinical simu-
lation, one of the most powerful health

care teaching models in practice today.

Advancements in Medical

and Nursing Care

Because U.Va. medical and nursing
faculty members serve at an academic
medical center, they are able to make
essential connections between patient
care and scientific and technological

progress. And these faculty members have



the opportunity not simply to make new
treatments available to patients but to play
a role in their development.

The Health System is committed to
funding advanced technology. As a result,
U.Va. physicians are often among the first
to gain access to this new medical technol-
ogy and specialized equipment. This year,
physicians from the Health System were
the first in the nation to use the Artis zeego
imaging system from Siemens Healthcare.
This new machine’s robotic arm technol-
ogy makes it possible to visualize internal
organs clearly from perspectives that could
never be gained otherwise. U.Va. physi-
cians first used the system to guide a liver
shunt precisely into place and are now
leading the way in exploring its benefits for
patients with different imaging and treat-
ment needs.

Many high-tech interventions are
only available to patients who can come
to Health System facilities for care.
Through the Office of Telemedicine, the
Health System is involved in a multifac-
eted effort to use technology to reach out
to people in rural areas of the state and
to provide routine and follow-up care in
their communities. The office received
$2.7 million in funding from the Fed-
eral Communications Commission for
a Rural Health Care Pilot Program that
gives outlying health care facilities broad-
band access to experts and equipment at
leading medical institutions. When these
networks are in place, doctors will be
able to transmit patient records, video
files, and other images for diagnosis and
ongoing care.

The office is also a partner in the new
Virginia Acute Stroke Telehealth network,
which is funded by a $1.3 million grant from
the national Office of Rural Health Policy.
Its goal is to decrease Virginia’s stroke mortal-
ity rates—among the nation’s highest—and
boost the number of stroke patients who
receive clot-busting medication within hours
of experiencing stroke symptoms.

Research from Cells to Society
Basic science research at the cellular and
molecular level provides the critical foun-
dation for advances in medical care. In a
recent article published in Science, Todd
Stukenberg, associate professor of biochem-
istry and molecular genetics, explained why
a single protein—the Aurora-B kinase—
plays such an important role in guiding the
process of cell division. Professor Stuken-
berg and his colleagues investigated the
activation of Aurora-B and found that
there are at least two independent mecha-
nisms to activate Aurora-B that depend on
the kinase’s location on the chromosome.
This discovery sets the stage for research
into new chemotherapies that could inter-
rupt cell division in tumors with limited
side effects.

Other examples of basic research con-
ducted at the U.Va. Health System have
even more direct application for treat-
ment. Dr. William Petri (Graduate Arts
and Sciences 80, Medicine ’82), the Wade
Hampton Frost Professor of Epidemiology
and chief of the Division of Infectious Dis-
eases and International Health, discovered
a protein used by the Entamocba histolytica,
a parasite that causes diarrhea and malnu-
trition and kills nearly 100,000 people
a year, to undermine the body’s immune
mechanism. Inhibiting this protein might
clear this infection.

Some Health System researchers are
investigating treatments that could be
adopted in months. In clinical trials con-
ducted at the University, Dr. Bankole
Johnson, the Alumni Professor of Psychiat-
ric Medicine and chair of the Department
of Psychiatry and Neurobehavioral Sci-
ences, demonstrated that topiramate,
an existing therapeutic medication, not
only decreases heavy drinking but also
diminishes the extensive harm alcohol
dependence causes to physical organs, such
as the heart and liver, as well as damage to
an individual’s psychosocial well-being that
decreases quality of life. Findings from the

clinical trials provide evidence that may
lead the FDA to approve topiramate for
alcohol dependence.

Applying an existing treatment to a
different area of medicine often proves suc-
cessful. Dr. Adam Katz, associate professor
of plastic surgery, will study the use of fat
grafting for wounds and severe burns as
part of an effort of the Armed Forces Insti-
tute of Regenerative Medicine (AFIRM),
a multimillion-dollar initiative launched
by the Department of Defense to develop
clinical therapies using regenerative medi-
cine to treat battlefield injuries. This
fat-grafting procedure currently performed
all over the world for cosmetic purposes
might also improve wound healing and
limb function for soldiers who are severely
hurt and scarred.

Some studies have impact much closer
to home. A nursing study led by operat-
ing room nurse and researcher Eric Blum
underscored the importance of provid-

ing regular communication to families

Lasting Contributi

In the fall of 2008, the first nursing students
began classes in the newly constructed
Claude Moore Nursing Education Build-
ing. The building was the realization of a
vision of former Dean Jeanette Lancaster.
Her contributions to the School of Nursing
and her profession were widely acknowl-
edged this year, her last as dean. She was
presented with the prestigious Melanie
C. Dreher Outstanding Dean Award from
Sigma Theta Tau International and an hon-
orary doctorate of humane letters from
SUNY Downstate Medical Center. She also
was elected a Distinguished Scholar by the
National Academies of Practice. The Virginia
General Assembly recognized her contribu-
tions and passed a resolution commending
Dr. Lancaster for her “effective, visionary,
and inspiring leadership . . . and her work
in improving health care for all the citizens
of the Commonwealth.” The U.S. Congress
also honored her for her achievements con-
tributing to the health care of the nation.
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of patients undergoing surgery. With the
documented findings in place, new policies
can be put in practice to ensure that such
conversations take place.

Space for research continues to be
a priority. This year saw the opening of
the new Sheridan G. Snyder Translational
Research Building; the Carter-Harri-
son Research Building is scheduled for
completion early next year. Still, at a
time when the budget of the National
Institutes of Health is being cut, Health
System researchers continue to be success-
ful in attracting funding. This year, nine
Health System researchers were awarded a
total of $10 million over three years from
the U.Va. Tobacco Research Program to
advance the study of diseases associated
with smoking. The program was cre-
ated in 2007 following a gift from Philip
Morris USA. Other major grants include

those below.

¢ Dr. R. Ariel Gomez, the Robert J. Rob-
erts Professor of Pediatrics, received a
Method to Extend Research in Time
award from the National Heart, Lung,
and Blood Institute to further his study
of renin cells in the kidneys. The award
covers an initial five-year period ($1.9
million) and is renewable for an addi-

tional five years of support.

¢ Dr. Richard Guerrant (Medicine ’68),
the Thomas Harrison Hunter Professor
of International Medicine and founder
of U.Va.’s Center for Global Health,
received a $3.6 million grant from the
National Institute of Allergy and Infec-
tious Diseases to develop a new approach
to treat the Clostridium difficile, a major
cause of diarrhea that has become
increasingly resistant to antibiotics.

Dr. Eric Houpt, the Harrison Dis-
tinguished Teaching Professor of
Medicine, will use a $2.6 million grant

from National Institute of Allergy and

Infectious Diseases to develop a single
test for more than twenty different
food and waterborne pathogens. Dr.
Paul Hoffman, professor of medicine,
received $2.6 million from the institute
to create a single treatment to prevent

infection from a variety of pathogens.

Kim Innes, assistant professor of
research in the School of Nursing
and adjunct assistant professor in the
Department of Physical Medicine and
Rehabilitation, was awarded a five-year,
$585,070 grant from the National
Center for Complementary and Alter-
native Medicine to investigate yoga for
the prevention and management of car-
diovascular disease and related chronic,

insulin-resistant conditions.

With a $1.8 million grant from the
National Heart, Lung, and Blood
Institute and the National Institute of
Neurological Disorders and Stroke, the
Health System will establish a consor-
tium of seven medical centers to evaluate
best procedures in cardiothoracic surgery.
Dr. Irving L. Kron, the S. Hurt Watts
Professor of Surgery and chair of the
Department of Surgery; and Dr. Karen
C. Johnston (Graduate School of Arts
and Sciences ’99), the Harrison Distin-
guished Teaching Professor of Neurology
and chair of the Department of Neurol-
ogy, are leading this initiative.

Kathryn Laughon (Nursing ’98, °99),
assistant professor of nursing, received
a two-year NIH grant, providing
$275,000 a year, to test an interactive
health communication application as a
way of providing information and sup-
port to the guardians of children who

survived intraparental homicide.

Kevin Lee, the Harrison Foundation Pro-
fessor of Neuroscience and chair of the
Department of Neuroscience, received

an $890,000 grant from the National
Institute of Neurological Disorders and
Stroke to test a new treatment for stroke
that delivers oxygen and glucose to brain
cells cut off by a blood clot.

* Richard ]. Price, associate professor
of biomedical engineering, received a
$300,000 three-year grant from the
Hartwell Foundation to further his
research on an innovative method to
treat pediatric brain tumors.

* Dr. Benjamin W. Purow, assistant profes-
sor of neurology, was awarded a five-year,
$375,000 Early Career Physician-Scientist
award from the Howard Hughes Medical
Institute for his work studying glioma, the
most common and lethal brain tumor.

* Ann Gill Taylor (Nursing ’63, Curry
’75), the Betty Norman Norris Professor
of Nursing and director of the Center for
the Study of Complementary and Alter-
native Medicine, received a five-year,
$673,299 Academic Career Award from
the National Center for Complemen-
tary and Alternative Medicine to build
leadership skills in complementary and

alternative medicine research. ®

The Emily Couric
Clinical C .

Before her death from pancreatic cancer in
October 2001, Virginia State Senator Emily
Couric asked the U.Va. community to envision
a superior medical facility—a cancer center
dedicated to meeting the individual needs
of each patient and to treating the whole
patient, not just the disease.

Senator Couric’s vision has been realized
with the groundbreaking for the $74 million
Emily Couric Clinical Cancer Center in April
2008. When completed in three years, the
five-story, 150,000-square-foot facility will
provide the latest treatments and compas-
sionate cancer care services to patients and
their families. The U.Va. Cancer Center now
handles 41,000 outpatient visits a year.
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Talent and Ability

sense of satisfaction. The statistics compiled
over the year tell the story of a first-rate
group of athletes who brought a national
level of play to the University.

In twenty-one of the University’s twenty-
five sports, teams or individuals advanced
to postseason competition, participating
in nineteen NCAA championship events.
- The men’s lacrosse and men’s tennis teams
> semifinals in NCAA champi-
on§fup while the womer’s rowing team
finished fifth. The men’s tennis team won

-«
UNIVERSITY OF VIRGINIA
—.

The Cavaliers also
ference play. U.Va. teams won ACC
championships in men’s swimming and
diving, women’s swimming and diving,
men’s tennis, men’s Cross Country, women’s
lacrosse, and women’s rowing, the most
of any league member. Over the last six
years, the University has won twenty-
nine ACC championships, more than any

- other school. U.Va. has established itself as
the school to beat in a number of sports.

The women’s rowing team has won nine

as won nine conference cha
the last ten years.
Altogether, U.Va.’s intercollegiate
letics teams won more than 61 percent
of their contests in 2007-08, compiling
an overall record of 262-160-8 for a .619
winning percentage. This achievement was
summed up by a seventeenth-place finish
in the Division I United States Sports
Academy Directors’ Cup standings, which
are based on the combined performance

of men’s and women’s sports during the



PRESIDENT’S REPORT 2007-08 39




academic year. The University is one
of just fifteen schools to finish in the
top thirty in all fifteen years of the
existence of the Directors’ Cup.

A Great Ending

to a Memorable Career
Statistics tell only a part of the story.
The sustained high-quality play that
Virginia demonstrated reflects the
talent, determination, and character
of its athletes. A number of students
who graduated this year epitomized
these qualities over the course of
their collegiate careers.

Sean Singletary, three-time cocaptain
of the men’s basketball team, brought ver-
satility and excitement to his position as
guard. He is the only player in ACC his-
tory to compile 2,000 career points, 500
career assists, 400 career rebounds, and
200 career steals. The University retired his
jersey in ceremonies before his last regular-
season home game.

Defensive end Chris Long compiled
a similar record in football. This year, he
became the third unanimous first-team
All-American in U.Va.’s football history,
received the Ted Hendricks Award as the
best defensive end in the nation, and was
named the ACC’s Defensive Player of
the Year. He tied for third nationally in
quarterback sacks and was fourteenth in
tackles for loss. His jersey also was retired
at the end of the season. Mr. Long was the
second player drafted in the first round of
the National Football League draft.

Somdev Devvarman also compiled an
outstanding record during his four years
at the University. He became just the
third player to repeat as the Intercollegiate
Tennis Association’s Men’s Player of the
Year. Mr. Devvarman also won the NCAA
singles championship for the second con-
secutive season as well as the I'TA National
Indoor Singles Championship. He finished
the season with an overall singles record of

44-1, tying the school record he set last
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year, and was ranked number one in the

nation every week of the season.

Leading from the Sidelines
There is no one more influential in the
personal and athletic development of
these students than U.Va. coaches, who
serve as teachers, mentors, and exemplars.
They bring to their position a deep-seated
understanding of their sports, the ability
to communicate, to empathize, and to
inspire, as well as a determination to win.
One measure of their success is the honors
they receive. Seven Virginia coaches won
a total of eight ACC Coach of the Year
awards, including Mark Bernardino in
men’s and women’s swimming and diving,
Brian Boland in men’s tennis, Jason Dunn
in men’s cross-country, Al Groh in foot-
ball, Kim Lewellen in women’s golf, Julie
Myers in women’s lacrosse, and Kevin
Sauer in rowing. Brian Boland was named
the Intercollegiate Tennis Association’s
National Coach of the Year.

The valuable contributions of two
coaches have been sustained over such an
extended period of time that they were
elected to their sports’ halls of fame. Wom-
en’s head basketball coach Debbie Ryan
was inducted into the Women’s Basketball
Hall of Fame in June of 2008. As head
coach of Virginia, Ms. Ryan has taken her
team to twenty-two NCAA Tournament

appearances and three consecutive Final
Four berths (1990-92). She is among
seven coaches in NCAA women’s basket-
ball history to reach the 600-win milestone
at the same school. In addition, Ms. Ryan
led the 2001 USA Basketball team to the
gold medal in the World University Games
and the 2003 team to a silver medal at the
Pan American Games.

Dom Starsia, head coach of men’s
lacrosse, will be inducted into the National
Lacrosse Hall of Fame in November 2008.
Since coming to U.Va. in 1993, Mr. Star-
sia has led the Cavaliers to three national
championships (1999, 2003, and 2000).
At Virginia he has a record of 184-62
and has taken the Cavaliers to ten NCAA
semifinal appearances.

Although these coaches appreciate the
accolades that are bestowed on them, their
goal is not simply to compile a winning
record but to help their student-athletes
become well-rounded individuals. Steve
Swanson, head coach of the women’s soccer
team, can point with pride to the success
of Becky Sauerbrunn. Ms. Sauerbrunn
was not only named to the 2007 National
Soccer Coaches Association of America
Division 1 All-America Team, she was also
awarded the organization’s Scholar Athlete
of the Year Award. Even while competing
for the U.S. Women’s National Team,
the English major compiled a 3.43 GPA,
often finishing assignments in a post-prac-
tice ice bath or on 3 a.m. trips back from

away games. o
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Opportunity and Promise

A NEW GENERATION OF UNIVERSITY LEADERS
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Leonard W. Sandridge

UNIVERSITY OF VIRGINIA

he University of Virginia is facing a

period of significant change—change
on a scale we have seen only a handful
of times in our history. Three historic
changes in particular led to substantial
improvements in the scope and quality of
our programs: the influx of students sup-
ported by the GI Bill after World War II,
the admission of African Americans in
1950, and the admission of women some
twenty years later. In each case, new people
brought new ideas, new perspectives, and
new energy to the Academical Village. As
they have in the past, the changes we antic-
ipate will both challenge us and provide us
with promising opportunities to advance
our missions of teaching, research, and ser-
vice to the Commonwealth.

We are facing a generational shift that
will take place in the next few years. The
current leadership will be stepping down,
and a new generation will assume the
responsibility for shaping the University’s
future. This change is already under way. In
little more than a year, we have appointed
new deans for five of our schools, a new
provost, and a new vice president for
research. The composition of our faculty,
too, will reflect this change. We estimate
that we will hire 300 faculty members over
the next ten years. Half will replace retir-
ing faculty, while the rest will add depth
in engineering, the College, and health
sciences. In the years ahead, we will build
on the strength that these new leaders and
faculty members bring to the University.

To ensure that we take full advantage
of the opportunities these changes create,
the president directed that the University
form the Commission on the Future of the
University. This planning effort came at
an ideal juncture, enabling us to capture
the insight and experience of the current
leadership and the excitement of the next

generation in pursuing new directions.

Executive Vice President and Provost Tim
Garson and I cochair the commission,
which involved more than 250 people
around the University.

The final recommendations of the
commission, which were presented to the
Board of Visitors at its October 2008 meet-
ing, focus on three priorities: the student
experience, global programs, and science
and technology. In each of these areas, we
are making hard decisions, reinforcing our
existing areas of strength, and targeting new
areas of excellence in fields that are essential
to fulfilling our aspirations. We will act on
these recommendations with the assurance
that the University of 2020 will be a better
institution because of them.

Building on Our

Financial Strength

Drawing on our experience of earlier
downturns, we are working to maintain
our momentum as the economy slows. In
October 2008, the state cut 7 percent of our
general fund appropriation, or $10.6 mil-
lion, for current 2008—09 operations. Our
schools and departments are in the process
of removing 3 percent from their operating
budgets to produce the amount we must
return to the state. Another $10 million in
the equipment trust fund remains frozen.
State salary increases planned for academic
division employees to be effective in fall
2008 have been deferred “at least” until
July 2009. The cuts in 2009-10 are likely
to be even more significant. We are plan-
ning for what the General Assembly may
do when it meets in early 2009.

Tuition and fees are also critical sources
of revenue for the University. Under the
Restructured Higher Education Financial
and Administrative Operations Act of
2005, the Board of Visitors has the abil-
ity to adjust tuition and fees to preserve
the financial stability of the University.



For 2008-09, the board mandated a 9.4
percent increase for in-state students and
a 6.7 percent increase for students from
out of state, consistent with a six-year plan
revised in fall 2007. At the same time, the
board increased funding for AccessUVa,
our financial aid program. Students whose
family incomes are at or below an amount
representing 200 percent of the federal
poverty level will have all costs—includ-
ing tuition and fees, room and board,
books and expenses—met by grants from
the University.

Our strong endowment gives us the
ability to compensate for reductions in
state contributions. As of June 2008, our
returns for three, five, ten, fifteen, and
twenty years equal more than a 13 percent
annual rate of return. In the 2007—-08 fiscal
year—a year that was hard on endowments
of other universities—our total return was
about 6 percent. Obviously, the situation
in late 2008 has affected this performance
record, but these are the times we remind
ourselves that we are a long-term investor.
We also received reaffirmation from the
top three rating agencies of the Univer-
sity’s AAA rating, in conjunction with the
issuance of tax-exempt long-term bonds in
May 2008.

This year, the Board of Visitors voted
to alter the University’s endowment payout
formula, increasing the fiscal year 2008—-09
distribution to 5 percent and making $16
million more available for the benefit of
students and U.Va. Health System patients.
The distribution is based on the June
market value. We will review the 2009—10
payout carefully.

Acting on Our

Administrative Flexibility

We are now able to see the many advantages
of our restructuring agreement with the

state. Freed from many state constraints, we

have seen buildings rise more rapidly. This
accelerated schedule enables us to realize
substantial construction savings in the face
of inflation. Because we are in the midst
of the most ambitious building program in
the University’s history, this independence
and the savings that result are particularly
important in realizing our aspirations. For
instance, the University’s science and tech-
nology programs have long been hampered
by a lack of research space. Our ability to
build more efficiently is making it pos-
sible to rectify that deficit by planning an
additional 300,000 square feet of research
facilities. Clearly, restructuring has lived up
to its promise.

The restructuring agreement has also
allowed the University to create its own
human resources system, substituting
for the state classified system one that is
designed specifically for higher education.
The new system is launching in fall 2008.
We expect that current state employees,
who will be given an option to join the new
system, will find it very attractive.

At the same time, the University is
developing a new student system to replace
ISIS. The course catalog, the schedule of
classes, and first-year applicants for fall
2009 have been transferred to the new
system, and pre-enrollment and academic
advisement will be added in March 2009.

In addition to providing a higher level
of service, these new systems generate better
planning information. The data we gain
from them allow us to know more about
ourselves, make more accurate projections,
understand the needs of our customers,

and respond to them more appropriately.

A Sound Infrastructure

for Health Care

At a time when the costs of providing
health care are rising and the number of
people requiring care is increasing, prudent

management has enabled the U.Va. Medi-
cal Center to continue operating at a profit
and to reinvest funds in capital improve-
ments needed to serve critically ill patients
in central and southwest Virginia. As part
of this initiative, we are preparing to add
seventy-two intensive-care-capable beds to
our hospital as well as thirty beds in a long-
term acute care hospital facility. We have
also begun construction on a new clinical
cancer center.

The Medical Center also continues to
attract exceptional physicians, nurses, and
other health care professionals. In particu-
lar, our Magnet nursing recognition has
served us well and enabled us to attract tal-
ented nurses during a time of shortage.

Continuity and Change

This is an exciting opportunity in the Uni-
versity’s history. We have enlisted the most
experienced members of our community
to help us chart our course for the next
decade. Our loyal employees have never
been more dedicated, and their profes-
sional opportunities have never been
greater. The quality of our students and
faculty is a continuous source of pride.
With a reliance on private funding that
underscores the importance of our current
capital campaign, our goal is to emerge
from the economic downturn with a stra-
tegic advantage relative to our peers. The
University as it exists in 2020 may look
different than the one Thomas Jefferson
envisioned, but our commitment to his
ideals of excellence, service, integrity, and

leadership will remain as strong as ever.

/ﬁw/z/w

LeoNARD W. SANDRIDGE

Executive Vice President and

Chief Operating Officer
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Management’s Discussion
and Analysis (Unaudited)

This discussion and analysis provides an overview of the financial position and results of activities of the University of Virginia for the year ended
June 30, 2008. Comparative information for the year ended June 30, 2007, has been provided where applicable. This overview has been prepared
by management and should be read in conjunction with the financial statements and the footnotes that follow this section.

The University of Virginia is an agency of the Commonwealth of Virginia and is governed by the University’s Board of Visitors. The Common-
wealth prepares a separate financial report that incorporates all agencies, boards, commissions, and authorities over which the Commonwealth
exercises or has the ability to exercise oversight authority. The University, consisting of three major divisions, is a component unit of the Com-
monwealth of Virginia and is included in the Commonwealth’s Comprehensive Annual Financial Report. The University of Virginia’s three divisions
are its Academic Division, Medical Center, and the College at Wise.

A public institution of higher learning with 21,057 students and 2,171 full-time instructional and research faculty members in eleven separate
schools, the University offers a diverse range of degree programs, including doctorates in fifty-seven disciplines. The University is recognized
internationally for the quality of its faculty and for its commitment to the primary academic missions of instruction, research, and public service.
The University consistently ranks among the nation’s top public colleges and universities, both for its general academic programs and for its
strengths in specific disciplines. Its emphasis on the student experience is extraordinary among major public institutions, and its dedication to
new advances in research permeates all of its schools and colleges.

The University of Virginia Medical Center is an integrated network of primary and specialty care services ranging from wellness programs and
routine checkups to the most technologically advanced care. The hub of the Medical Center is a 589-bed hospital, which is in a state-designated
Level 1 trauma center located in Charlottesville. In addition, primary and specialty care are provided at convenient clinic locations throughout
central Virginia communities.

Located in southwestern Virginia, the College at Wise is a public liberal arts college with 1,964 students and 95 full-time instructional and
research faculty members. It offers twenty-nine majors, including preprofessional programs in dentistry, forestry, law, medicine, physical therapy,
and veterinary medicine. Degrees include the bachelor of arts, the bachelor of science, and the bachelor of science in nursing.

For the fiscal year ended June 30, 2008:

* In May 2008, the University issued $231 million of general revenue pledge bonds. The proceeds will be used to acquire and construct a number
of important projects that will advance the University’s missions. They include the Carter-Harrison Research Building (MR-6), the Hospital
Expansion, the Rouss Hall Complex, the South Lawn Project (Arts and Sciences Building), the Observatory Hill Residence Hall, and the Wise
Dining and Residence Hall.

* In February 2008, the University terminated one of its three fixed-payer interest swaps. This swap had a notional amount of $50 million and
was entered into at zero market value with no payment made or received at execution. With the termination of this swap, the University received
a payment of $750,000. For additional information about interest swaps, see Note 2.

* The Board of Visitors adjusted the endowment spending rate from 4.5 percent to 5.0 percent in June 2008 to provide continued growth of
restricted and unrestricted funds to its schools and departments for fiscal year 2008-09.

* The Board of Visitors also approved an annual administrative fee on endowment funds equal to 0.5 percent. The fee will generate almost $16
million in 200809 to help fund new academic initiatives identified by the Commission on the Future of the University.

* In May 2008, the State Council of Higher Education for Virginia certified that the University met the management standards established under
the Restructured Higher Education Financial and Administrative Operations Act. As a result, the University will continue to operate with the
increased independence granted by the legislation.

* In 2007, the University obtained legislation to allow the investment of University funds (excluding state appropriations and tuition revenues)
in a fuller complement of options beyond the previous portfolio of cash and fixed-income instruments. With this investment legislation effec-
tive in fiscal year 2007-08, the University strategically moved long-term health-insurance reserves and certain capital reserves to higher-return
long-term investment vehicles. Portions of nongeneral funds available to the University for management under restructuring were invested
utilizing the same 2007 investment authority.

* In 2008, the Commonwealth of Virginia instituted budget reductions to help offset lower than expected revenues. The University experienced
a reduction of $9.6 million in state support. At the time of this report, the Commonwealth of Virginia had announced further budget reduc-
tions for fiscal year 2008—09. The University’s new reduction represents an additional $10.6 million.

* The University saw a modest increase in net assets of $284 million. The contributing factors to this increase are outlined in the summary table below.
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Summary of the Increase ARERER (132

in Net Assets (in thousands) 2008 2007 AMOUNT PERCENT

Total revenues before investment income $ 2,153,355 2,135,940 17,415 0.8%

Total expenses 2,112,906 1,950,335 162,571 8.3%
Increase in net assets before investment income 40,449 185,605 (145,156) (78.2%)

Investment income 243,280 721,505 (478,225) (66.3%)

TOTAL INCREASE IN NET ASSETS $ 283,729 907,110 (623,381) (68.7%)

* Revenues before investment income stayed almost even with the prior year, increasing by less than 1 percent. The main reason for this was a
large decrease in capital appropriations revenue, which was abnormally high in 2006-07. Capital appropriations decreased from $128 million
in 2006-07 to $6 million in 2007-08. Expenditures increased 8.3 percent, leading to an overall decrease before investment income of $145
million.

* Annual investment income decreased from $722 to $243 million as the University’s endowment investments earned a 5.9 percent return for
the fiscal year. Market returns were not nearly as high as the 25.2 percent achieved in fiscal year 2006-07.

* The increase in total net assets was $284 million. This represents a modest 5.3 percent increase in net assets (see table below), with almost all
of it attributable to investment income.

Opverall, the primary factor in the University’s net asset growth continues to be the performance of the endowment and its resultant investment
income.

USING THE FINANCIAL STATEMENTS

The University’s financial report includes five financial statements and related notes:

1. The Statement of Net Assets for the University of Virginia

2. The Combined Statements of Financial Position for the Component Units of the University of Virginia
3. The Statement of Revenues, Expenses, and Changes in Net Assets for the University of Virginia

4. The Combined Statements of Activities for the Component Units of the University of Virginia

5. The Statement of Cash Flows for the University of Virginia

These financial statements are prepared in accordance with Governmental Accounting Standards Board (GASB) principles, which establish
standards for external financial reporting for public colleges and universities. These principles require that financial statements be presented on
a consolidated basis to focus on the University as a whole, with resources classified for accounting and reporting purposes into four net asset
categories. Please note that although the University’s foundations identified under guidance from GASB Statement No. 39, Determining Whether
Certain Organizations Are Component Units, are reported in the component unit financial statements, this Management’s Discussion and Analysis
excludes them except where specifically noted.

STATEMENT OF NET ASSETS

The Statement of Net Assets presents the financial position of the University at the end of the fiscal year and includes all assets and liabilities
of the University. The difference between total assets and total liabilities—net assets—is one indicator of the current financial condition of the
University, while the change in net assets is an indicator of whether the overall financial condition has improved or worsened during the year.
Assets and liabilities are generally measured using current values. One notable exception is capital assets, which are stated at historical cost less an
allowance for depreciation. A summary of the University’s assets, liabilities, and net assets at June 30, 2008, and June 30, 2007, follows.

Summary of the Statement LRI
of Net Assets (in thousands) 2008 2007 AMOUNT PERCENT
Current assets $ 657,141 1,194,340 (537,199) (45.0%)
Noncurrent assets
Endowment and other long-term investments 3,960,739 3,354,704 606,035 18.1%
Capital assets, net 2,015,450 1,811,254 204,196 11.3%
Other 202,904 114,290 88,614 77.5%
Total assets 6,836,234 6,474,588 361,646 5.6%
Current liabilities 418,635 558,853 (140,218) (25.1%)
Noncurrent liabilities 778,845 560,710 218,135 38.9%
Total liabilities 1,197,480 1,119,563 77,917 7.0%
NET ASSETS $ 5,638,754 5,355,025 283,729 5.3%

This summary shows that the University’s financial condition continues to strengthen.

PrESIDENT’S REPORT 200708

45




Current assets, which totaled $657 million as compared to the previous years $1.2 billion, consist primarily of cash and cash equivalents, short-
term investments, and accounts receivable. The decrease in current assets of $537 million, or 45 percent, resulted from a shift of current assets to
noncurrent assets. More specifically, current cash and cash equivalents of roughly $400 million were moved into other long-term investments as now
permitted by the 2007 legislation. Implementation of the University’s first treasury management system facilitated better cash flow projections. As a
result, the University was able to maximize its investment earnings while retaining sufficient working capital to meet operating needs.

Current liabilities, which consist primarily of accounts payable, deferred revenue, and the current portion of long-term liabilities, decreased by
$140 million, or 25.1 percent. The two major reasons for this change were the elimination of the securities lending program and a reduction in
the outstanding commercial paper balance. The commercial paper, as bridge funding, was largely refinanced with the University’s bond issuance
in May 2008.

From a liquidity perspective, current assets cover current liabilities 1.6 times, an indicator of good liquidity and the ability to weather short-term
demands on working capital. This rate of coverage decreased from 2.1 last year. Current assets also cover four months of total operating expenses,
including depreciation, a decrease from last year’s seven and one-half months of coverage. As mentioned above, the major factor in the reduction
of these ratios was a shift from current assets to longer-term investments.

At June 30, 2008, the major portion of the University’s endowment was maintained in a long-term investment pool managed
by the University of Virginia Investment Management Company (UVIMCO). The annual return for the long-term investment pool this year
was 5.9 percent, a decline from last year’s unusually high return of 25.2 percent. Included in the calculation of this performance figure are real-
ized and unrealized gains and losses, along with cash income. With this return, total investment income for all funds declined $478 million,
or 66.3 percent.

The University distributes endowment earnings in a way that balances the annual support needed for operational purposes
against the preservation of the future purchasing power of the endowment. The endowment spending-rate policy is approved by the Board of
Visitors and is based on total return, not just cash earnings. The total distribution for the University’s endowment was $133 million, an increase
of $33 million over last year’s distribution of $100 million.

The total for endowment investments on the Statement of Net Assets is $3.2 billion, a very slight increase from
last year’s $3.1 billion.

From a net assets perspective, earnings from the endowment, while expendable, are mostly restricted as to use by the donors. It is important
to note that of the University’s endowment funds, only $945 million, or 30 percent, is classified as unrestricted net assets. From this unrestricted
endowment, a significant portion of the income is internally designated by the University for scholarships, fellowships, professorships, and
research activities.

Including endowment investments held by the seven related foundations reported as component units, the combined University system endow-
ment was approximately $4.6 billion as of June 30, 2008.

One of the critical factors in sustaining the quality of the University’s academic and research programs and residential life is the development and
renewal of its capital assets. The University continues to implement its long-range plan to modernize its older teaching and research facilities,
construct new facilities, and fund its deferred maintenance.

Capital additions before depreciation were $368 million in 2008. Capital additions primarily consist of replacement, renovation, and new
construction of academic, research, and health care facilities, as well as significant investments in equipment, including information technology.

Projects that were in progress at June 30, 2008, included the South Lawn Project, the Carter-Harrison Research Building for the School of
Medicine, the Claude Moore Medical Education Building, the Emily C. Couric Clinical Cancer Center, the Claude Moore Nursing Education
Building, the Bavaro Hall Curry School of Education Building, the Medical Center Bed Expansion and Infrastructure project, the College at
Wise’s Arts Center and Crockett Hall, and the Heating Plant Environmental Complex.

Other projects in the design stage at June 30, 2008, include the New Cabell Hall Replacement Building (South Lawn Phase II), the Rugby
Administrative Building, and the Kléckner Stadium and Baseball Stadium expansions.

Financial stewardship requires the effective management of resources, including the use of debt to finance capital projects. As evidence of the
University’s creditworthiness, the University has received the highest long-term and short-term debt ratings from all three major rating agencies,
including Moody’s Investors Service (Aaa/P-1), Standard and Poor’s (AAA/A-1+), and Fitch Ratings (AAA/F1+). These long-term bond ratings
were affirmed in May 2008 in conjunction with the University’s issuance of its Series 2008 General Revenue Pledge Bonds. The University of
Virginia is one of only two public institutions with the highest long-term debt ratings from all three agencies. Besides being an official acknowl-
edgment of the University’s financial strength, these ratings enable the University to obtain debt financing at optimum pricing. In addition to
issuing its own bonds, the University utilizes its commercial paper program for short-term bridge financing.

The University’s debt portfolio contains a strategic mix of both variable- and fixed-rate obligations. The University achieves this mix through
a combination of issuing fixed- and variable-rate debt, including commercial paper. It also adjusts its debt mix through the use of interest rate
swaps executed according to its board-approved interest rate risk management policy. The seven foundations now required by GASB Statement
No. 39 to be reported as component units held $325 million of long-term debt outstanding at June 30, 2008.
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NET ASSETS

Net assets represent the residual interest in the University’s assets after liabilities are deducted. The University’s net assets at June 30, 2008, and

2007, are summarized below.

INCREASE
Net Assets (in thousands)
2008 2007 AMOUNT PERCENT

Invested in capital assets, net of related debt $ 1,407,246 | $ 1,226,529 | $ 180,717 14.7%
Restricted

Nonexpendable 429,619 369,874 59,745 16.2%

Expendable 2,254,581 2,214,572 40,009 1.8%
Unrestricted 1,547,308 1,544,050 3,258 0.2%
TOTAL NET ASSETS $ 5,638,754 | $ 5,355,025 | $ 283,729 5.3%

Net assets invested in capital assets, net of related debf, represents the University’s equity in capital assets net of accumulated deprecia-
tion and outstanding principal balances of debt attributable to the acquisition, construction, or improvement of those assets. Net capital assets
increased $181 million, or 14.7 percent, in the current fiscal year compared with 9.8 percent growth in the previous year.

Restricted nonexpendable net assets comprise the University’s permanent endowment funds.

Restricted expendable net assets are subject to externally imposed restrictions governing their use. This category of net assets includes per-
manent endowment fund earnings that can be spent, but only in accordance with restrictions imposed by external parties. This net assets category
increased $40 million, or 1.8 percent. The smaller than usual increase was primarily due to the lower than usual investment performance of the
University’s endowment and the unprecedented use of these funds for facilities construction.

Unrestricted net assets are not subject to externally imposed stipulations. The majority of the University’s unrestricted net assets have been
designated for various instruction and research programs and initiatives, as well as capital projects. This year, unrestricted net assets increased by
just 0.2 percent, or $3 million. Increases in unrestricted funds are particularly important since these are used primarily for the instructional and

public service missions of the University.

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

The Statement of Revenues, Expenses, and Changes in Net Assets presents the University’s results of activities for the year. Presented below is a
summarized statement of the University’s revenues, expenses, and changes in net assets for the years ended June 30, 2008, and June 30, 2007.

Summary of the Statement of INCREASE (DECREASE)
Revenues, Expenses, and
Changes in Net Assets (in thousands) 2008 2007 AMOUNT PERCENT
Operating revenues $ 1,716,674 | $ 1,605,214 | $ 111,460 6.9%
Operating expenses 2,081,999 1,921,156 160,843 8.4%
Operating loss (365,325) (315,942) (49,383) 15.6%
Nonoperating revenues (expenses)
State appropriations 183,020 170,439 12,581 7.4%
Gifts 147,269 148,073 (804) (0.5%)
Investment income 243,280 721,505 (478,225) (66.3%)
Pell grants 5,271 4,384 887 20.2%
Other net nonoperating expenses (30,907) (29,179) (1,728) 5.9%
Net nonoperating revenues 547,933 1,015,222 (467,289) (46.0%)
Income before other revenues, expenses, gains, or losses 182,608 699,280 (516,672) (73.9%)
Capital appropriations, gifts, and grants 42,048 188,880 (146,832) (77.7%)
Additions to permanent endowments 59,073 18,950 40,123 211.7%
Total other revenues 101,121 207,830 (106,709) (51.3%)
Increase in net assets 283,729 907,110 (623,381) (68.7%)
Net assets, beginning of year 5,355,025 4,447,915 907,110 20.4%
NET ASSETS, END OF YEAR $ 5,638,754 | $ 5,355,025 | $ 283,729 5.3%

Under GASB principles, revenues and expenses are categorized as either operating or nonoperating. Significant recurring sources of the Univer-
sity’s revenues, including state appropriations, gifts, and investment income, are considered nonoperating, as defined by GASB Statement No. 34.
Consequently, the operating loss of $365 million does not consider these revenue sources. Adding the net nonoperating revenues of $548 million
for the fiscal year offsets the operating loss and results in an adjusted income amount of $183 million. This provides a more accurate picture of
the University’s total scope and results of operations.
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REVENUES

The University strives to maintain a diverse stream of revenues, which allows it to weather difficult economic times.

SUMMARY OF REVENUES, TOTAL UNIVERSITY
A summary of the University’s revenues, for the years ended June 30, 2008, and 2007.

Summary of Revenues 2003 200 R
(in thosand) o ol VT s i o B VT
Operating revenues
Student tuition and fees, net $ 316,332(% —|$ 316,332|$ 290,748|% —|$ 290,748|$% 25,584 8.8%
Federal, state, and local grants and contracts 263,185 — 263,185 239,936 — 239,936 23,249 9.7%
Nongovernmental grants and contracts 38,965 — 38,965 39,174 — 39,174 (209) (0.5%)
Sales and services of educational departments 21,743 — 21,743 18,119 — 18,119 3,624 20.0%
Auxiliary enterprises revenue, net 116,644 — 116,644 112,331 — 112,331 4,313 3.8%
Other operating revenues — 24,967 24,967 211 22,294 22,505 2,462 10.9%
Patient services — 934,838 934,838 — 882,401 882,401 52,437 5.9%
Total operating revenues $ 756,869(%$ 959,805(%$1,716,674$ 700,519($ 904,695|%$1,605,214$ 111,460 6.9%
Nonoperating revenues
State appropriations $ 183,020| $ —|$ 183,020|$ 170,439($% —|$ 170,439|$ 12,581 7.4%
Private gifts 146,411 858 147,269 142,252 5,821 148,073 (804) (0.5%)
Investment income 209,843 33,437 243,280 663,364 58,141 721,505| (478,225) (66.3%)
Other nonoperating revenues 128,515 (22,123) 106,392 187,214 25,000 212,214 (105,822) (49.9%)
Total nonoperating revenues $ 667,789|% 12,172|$ 679,961%$1,163,269$ 88,962|%$1,252,231$(572,270) (45.7%)
TOTAL REVENUES $1,424,658|$ 971,977|%$2,396,635|$1,863,788|$ 993,657 |%$2,857,445|% (460,810) (16.1%)

Below is a graph of revenues by source (both operating and nonoperating sources), which were used to fund the University’s operating activities for
the fiscal year ended June 30, 2008. As noted earlier, GASB Statement No. 34 requires state appropriations, gifts, and other significant revenues
to be treated as nonoperating revenues.

Total University Revenues e Fiscal Year 2008 (in thousands)

Patient services ® 39.0%

Other operating /
revenues ® 3.6%

Other nonoperating \

revenues » 4.4%  ~ 4 Total Revenue (2% thousands)

. . $2,396,635
Auxiliary enterprises

revenue, net ® 4.9%
Private gifts * 6.1% — |
AN Student tuition

State appropriations * 7.6% and fees, net « 13.2%

Investment income ¢ 10.2% Federal, state, and local
grants and contracts ¢ 11.0%

Patient services revenues accounted for 54.4 percent of the University’s operating revenues and 39.0 percent of the operating and nonoperating
revenues combined. State appropriations and student tuition and fees, which represent 7.6 percent and 13.2 percent, respectively, of the Univer-
sity’s total revenues, are used to fund current operations.

State appropriations increased by $12.6 million, or 7.4 percent. The increases were for faculty and staff salaries, financial aid for students,
research support, and operations and maintenance funding for new facilities. Net tuition and fees increased by 8.8 percent, in accordance with
the University’s six-year plan as submitted to the Commonwealth.
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Excluding the Medical Center data provides a clearer picture of the academic revenue stream. Major sources for 2008 included net tuition
and fees, 22.2 percent; federal, state, and local grants and contracts, 18.5 percent; investment income, 14.7 percent; state appropriations, 12.8
percent; and private gifts, 10.3 percent. Excluding patient revenue, tuition and fees revenue comprises the single largest source of revenue to

the University.

Academic and Wise Revenues e Fiscal Year 2008 (7 thousands)

Other operating

" . revenues ® 4.3%
Auxiliary enterprises Student tuition

revenue, net ® 8.2% \ \ and fees, net ® 22.2%

Other nonoperating

revenues » 9.0% 4 Total Revenue (in thousands)

$1,424,658

Private gifts « 10.3% —+—

Federal, state, and
local grants and
contracts * 18.5%

A

State appropriations ® 12.8% \

Investment income ¢ 14.7%

The University continues to emphasize revenue diversification, along with cost containment, as ongoing priorities. This is necessary as the Uni-
versity continues to face significant financial pressure from increased compensation and benefit costs, and escalating technology and energy prices.
In 2008, investment income also decreased due to changing market conditions. Private support has been, and will continue to be, essential to
maintaining the University’s academic excellence. Private support comes in the form of gifts and additions to the permanent endowment. Private
gifts were nearly equal to the prior year amount, totaling $147.3 million as the Campaign for the University of Virginia progressed.

Revenues for all sponsored programs increased this year by $23 million, or 8.2 percent, to a total of $302 million in 2008. This increase resulted
primarily from the recruitment of one major researcher in the School of Medicine.

EXPENSES

The University continues to be a good steward in the judicious expenditure of funds.

SUMMARY OF EXPENSES, TOTAL UNIVERSITY
A summary of the University’s expenses, for the years ended June 30, 2008, and 2007.

Summary of Expenses 2008 AU R GEET)
(in thousandy ot n | omenon [oncmse] o | ooy | Aowt | peca
Operating expenses
Compensation $ 758571|$ 407,523|$1,166,094|$ 712,847|$ 376,787|$1,089,634|$ 76,460 7.0%
Supplies, utilities, and other services 276,736 421,388 698,124 226,545 395,110 621,655 76,469 12.3%
Student aid 54,768 — 54,768 51,406 — 51,406 3,362 6.5%
Depreciation 76,281 51,273 127,554 73,503 48,267 121,770 5,784 4.7%
Other operating expense 3,987 31,472 35,459 3,848 32,843 36,691 (1,232 (3.4%)
Total operating expenses 1,170,343 911,656 2,081,999 | 1,068,149 853,007 | 1,921,156 160,843 8.4%
Nonoperating expenses
Interest expense 12,999 8,214 21,213 17,935 5,954 23,889 (2,676) (11.2%)
Other nonoperating expense 3,817 5,877 9,694 805 4,485 5,290 4,404 83.3%
Total nonoperating expenses 16,816 14,091 30,907 18,740 10,439 29,179 1,728 5.9%
TOTAL UNIVERSITY EXPENSES $1,187,159|$ 925,747(%$2,112,906/$1,086,889|$ 863,446|%$1,950,335|$ 162,571 8.3%
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Following is a graphic illustration of expenses (both operating and nonoperating) for the fiscal year ended June 30, 2008.

Total University Expenses e Fiscal Year 2008 (i thousands)

Nonoperating expenses * 1.5% )
Other operating expenses ® 1.7% \ Compensation * 55.2%
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—L Total Expenses (in thousands)
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Supplies, utilities,
and other services ¢ 33.0%

The University’s total expenses exceeded $2 billion for the first time in 2007-08, reaching $2.1 billion. As expected, compensation (salaries and
benefits) expenses continue to increase and reached $1.2 billion. As a percentage of total expenses, compensation decreased slightly. However, in
dollars, compensation increased by $76 million, or 7.0 percent, as the Board of Visitors continued its goal of raising compensation for faculty,
health care workers, and staff.

Student aid expense increased to $55 million, an increase of $3 million, or 6.5 percent, as the University continued its commitment to the
AccessUVa program. Depreciation increased by $6 million, or 4.7 percent, as the University’s investment in depreciable capital assets continues to
grow. Interest expense actually decreased by $3 million to $21 million. However, there will be significant increases in interest expense beginning
next year. The University issued $231 million of revenue bonds in May 2008, and based on current debt service schedules, interest expense will
be in the $30 million to $35 million range for the next few years.

Academic and Wise Expenses ¢ Fiscal Year 2008 (in thousands)

Other operating expenses * 0.4% Compensation * 63.9%
Nonoperating expenses * 1.4% k

Student aid ® 4.6%
Total Expenses (in thousands)
$1,187,159

Depreciation ® 6.4% —7—

.

Supplies, utilities,
and other services ¢ 23.3%

In addition to their natural (object) classification, it is also informative to review operating expenses by function. A complete matrix of expenses,
natural versus functional, is contained in the notes to the financial statements. Expenses for patient services, instruction, and research account for
43.8 percent, 14.7 percent, and 13.5 percent, respectively, of total operating expenses. When combined, these major functions account for 71.9
percent of the total, which is consistent with the mission-critical nature of instruction, research, and patient services for the University.

50 UNIVERSITY OF VIRGINIA



The University faces a time of unprecedented change and challenge. Continued reductions in state support, a worsening state and global economy,
and the large number of faculty retirements in the near term are just a few of the significant challenges facing the University. From July 1 to the
end of September, the University’s Long-Term Pool decreased in value 11 percent, or $434 million. From October 1 to October 24, the Policy
Portfolio benchmark decreased an additional 20.52 percent. And yet, in such times, opportunities exist for improvement and positive change.
Fortunately, the University remains well positioned financially to continue providing excellent programs and service to its constituents. The Uni-
versity’s financial position, as evidenced by the highest credit ratings obtainable, and reaffirmed this year, provides a high degree of accessibility to
capital funds on the most competitive terms. The issuance of long-term bonds and the use of its expanded short-term commercial paper program,
along with continued efforts toward revenue diversification, will help the University to continue to fund its targeted aspirations.

To help identify these priorities, the president created the Commission on the Future of the University. This commission is cochaired by the
executive vice president and chief operating officer and the executive vice president and provost. Its report provides an overview of institutional
and Medical Center financial planning, philanthropic capacity and strategies, and the advantages and disadvantages of the current school-based
development foundation structure. The Academic Division’s long-range plan goes through fiscal year 2015-16 and the Medical Center’s extends
through fiscal year 2012—13. The commission’s three priority areas are the student experience; science, engineering, and technology; and global
education. Some of the initiatives and projects underpinning these three priorities are described below:

In the continued implementation of AccessUVa, as of the 2007-08 academic year, the University will offer 100 percent of dem-
onstrated need to all undergraduates and will provide full grant funding for all undergraduate low-income students. It will replace need-based
loans with grants for students reaching their loan cap and continue its financial literacy program. Even though the state has reduced its general
fund support, it has not cut its financial aid funding.

In June 2007, the Board of Visitors officially approved an investment in a new student
information system. The University chose PeopleSoft Campus Solutions to replace its aging Integrated Student Information System to provide
enhanced services to its students and faculty, and to provide stronger security over student data. The admissions module has been successfully
implemented and the remaining system modules will be implemented in phases from spring 2009 to fall 2009 as planned.

In February 2005, the Board of Visitors stated that the University should move to establish ongoing maintenance
investments that would protect its education and general physical assets and make one-time investments to reduce the backlog of deferred main-
tenance to reasonable levels based on industry standards. Within ten years, annual maintenance spending needs to be increased by $15 million.
To achieve this, the University is adding $1.5 million each year for the next ten years.

The Board of Visitors has mandated that all new construction and major renovation projects comply with the U.S. Green
Building Council standards through Leadership in Energy and Environmental Design (LEED) certification. Additionally, the new Grounds
Improvement Fund will finance much-needed improvements, including landscape and pedestrian and bicycle accommodations.

The University plans to add 200 new faculty members over the next ten years, with an emphasis on the science and engineering
disciplines. In addition, the University has plans for creating new laboratory space and increasing its investment in information infrastructure and
computing capacity. Modern research, especially in engineering and the sciences, requires significant new resources in academic computing.

The University received additional financial benefits under its restructuring authority,
which will help support the commission’s priorities. Nongeneral fund balances previously deposited and invested with the State Treasury were
transferred to, and invested by, the University. With additional flexibility provided by investment legislation obtained by the University in the
spring of 2007, management now has the ability to prudently invest these funds in equities in addition to the previous portfolio of cash and fixed-
income instruments. Restructuring authority must be certified annually by the State Council of Higher Education for Virginia. The University
achieved its certification status in May 2008 for fiscal year 2007-08.

From the end of the fiscal year into October 2008, the global financial markets experienced unprecedented fluctuations and credit tightening.
State support is not expected to grow next year; in fact, the University is planning for additional reductions. In responding to these economic chal-
lenges, the University leadership and its board believe a sound strategic vision and strong leadership will lead the University successfully through
these times. The University cannot be all things to all people. Its leaders must make informed choices. The strategies laid out by the Commission
on the Future of the University will strengthen the University’s core resources while funding selected new efforts. To help ensure adequate fund-
ing, the University increased the endowment payout rate to 5 percent for fiscal year 2008—09. In addition, the Campaign for the University of
Virginia continues to make progress due to the continued generous support of its patrons.

The University has the strategic vision and the financial plans in place to meet these economic challenges. However, the commission and
University leadership recognize these may not be enough. In going back to the institution’s founding ideals, management has identified and com-
municated the underlying core values that will guide its actions now and in the future. These core values are honor and ethics; faculty excellence;
innovation and collaboration in the pursuit of knowledge; diversity; leadership for the public good; and education for freedom. These core values
will help ensure that shortcuts are not taken, that prudent financial management will continue to be practiced, and that the University will always
exist for the public good, just as its founder envisioned. ¢
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Management Responsibility

October 30, 2008

To the President and Board of Visitors of the University of Virginia:

We are pleased to submit the annual Financial Report of the University of Virginia for the year ended June 30, 2008. Man-
agement is responsible for the objectivity and integrity of the accompanying financial statements, which have been prepared
in conformance with the Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements—and
Management’s Discussion and Analysis—for State and Local Governments, and Statement No. 35, Basic Financial Statements—
and Management’s Discussion and Analysis—for Public Colleges and Universities. The financial statements, of necessity, included
management’s estimates and judgments relating to matters not concluded by year-end. Financial information contained else-
where in the annual Financial Report is consistent with that included in the financial statements.

Management is responsible for maintaining the University’s system of internal control that includes careful selection and
development of employees, proper division of duties, and written accounting and operating policies and procedures augmented
by a continuing internal audit program. Although there are inherent limitations to the effectiveness of any system of account-
ing controls, management believes that the University’s system provides reasonable, but not absolute, assurance that assets
are safeguarded from unauthorized use or disposition and that the accounting records are sufficiently reliable to permit the
preparation of financial statements that conform in all material respects with generally accepted accounting principles.

The Auditor of Public Accounts for the Commonwealth of Virginia, using independent certified public accountants for the
audits of component units, provides an independent opinion regarding the fair presentation in the financial statements of the
University’s financial position. Their examination was made in accordance with generally accepted government auditing stan-
dards and included a review of the system of internal accounting controls to the extent they considered necessary to determine
the audit procedures required to support their opinion. The Audit Committee of the Board of Visitors meets periodically and
privately with the independent auditors, the internal auditors, and the financial officers of the University to review matters
relating to the quality of the University’s financial reporting, the internal accounting controls, and the scope and results of audit

examinations. The committee also reviews the scope and quality of the internal auditing program.

Respectfully submitted,

STEPHEN A. KimMaATA
Assistant Vice President for Finance
and University Comptroller

i

YoxkE San L. REyNOLDS
Vice President and Chief Financial Officer

UNIVERSITY OF VIRGINIA



Auditor’s Opinion

October 30, 2008

Tue HoNoraBLE TiMOTHY M. KAINE

Governor of Virginia

Tuae HoNnoraBLE M. KirkrLanD Cox

Chairman, Joint Legislative Audit and Review Commission

BoARD oF VisITORS
University of Virginia

INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the business-type activities and aggregate discretely presented component units
of the University of Virginia, a component unit of the Commonwealth of Virginia, as of and for the year ended June 30, 2008, which col-
lectively comprise the University of Virginia’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the University of Virginia’s management. Our responsibility is to express opinions on these financial statements based on
our audit. We did not audit the financial statements of the component units of the University of Virginia, which are discussed in Note 1.
Those financial statements were audited by other auditors whose reports thereon have been furnished to us, and our opinion, insofar as
it relates to the amounts included for the component units of the University of Virginia, is based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. The financial statements of the component units of the University of Virginia that were audited by other audi-
tors upon whose reports we are relying were audited in accordance with auditing standards generally accepted in the United States of
America, but not in accordance with Government Auditing Standards. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit and the
reports of other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above present fairly, in all
material respects, the financial position of the business-type activities and discretely presented component units of the University of
Virginia as of June 30, 2008, and the respective changes in financial position and cash flows, where applicable, thereof for the year then
ended, in conformity with accounting principles generally accepted in the United States of America.

The Managements Discussion and Analysis on pages 44 through 51 is not a required part of the basic financial statements, but is
supplementary information required by the accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of measurement and presenta-
tion of the required supplementary information. However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated October 30, 2008, on our consideration of
the University of Virginia’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, and other matters. The purpose of that report is to describe the scope of our testing of inter-
nal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing

Standards and should be considered in assessing the results of our audit.

WALTER J. KucHARSKI
Auditor of Public Accounts
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UNIVERSITY OF VIRGINIA

Statement of Net Assets (in thousands)

as of June 30, 2008 (with comparative information as of June 30, 2007) 2008 2007
ASSETS
Current assets
Cash and cash equivalents (Note 2) 244,093 $ 640,941
Cash and cash equivalents, securities lending = 16,323
Restricted cash and cash equivalents (Note 2) 3 7
Short-term investments (Note 2) 209,904 276,070
Appropriations available 16,809 78,315
Accounts receivable, net (Note 3a) 144,853 142,052
Prepaid expenses 14,183 11,925
Inventories 22,685 21,694
Notes receivable, net 4,611 7,013
Total current assets 657,141 1,194,340
Noncurrent assets
Restricted cash and cash equivalents (Note 2) 28,813 48,548
Endowment investments (Note 2) 3,241,709 3,068,268
Other long-term investments (Note 2) 719,030 286,436
Deposits with bond trustee 121,779 13,942
Notes receivable, net (Note 3b) 27,498 21,437
Pledges receivable, net (Note 3c) 11,037 16,071
Capital assets—depreciable, net (Note 3d) 1,594,871 1,486,224
Capital assets—nondepreciable (Note 3d) 420,579 325,030
Goodwill (Note 3e) 13,302 13,744
Other 475 548
Total noncurrent assets 6,179,093 5,280,248
TOTAL ASSETS 6,836,234 $ 6,474,588
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities (Note 3f) 220,636 $ 242,925
Deferred revenue (Note 3g) 88,863 78,284
Obligations under securities lending (Note 2) — 80,631
Deposits held in custody for others 24,849 24,902
Commercial paper (Note 4) 17,550 64,200
Long-term debt—current portion (Note 5) 13,047 17,148
Long-term liabilities—current portion (Note 5) 53,690 50,763
Total current liabilities 418,635 558,853
Noncurrent liabilities (Note 5)
Long-term debt 723,534 504,207
Other noncurrent liabilities 55,311 56,503
Total noncurrent liabilities 778,845 560,710
TOTAL LIABILITIES 1,197,480 $ 1,119,563
NET ASSETS
Invested in capital assets, net of related debt 1,407,246 % 1,226,529
Restricted
Nonexpendable 429,619 369,874
Expendable 2,254,581 2,214,572
Unrestricted 1,547,308 1,544,050
TOTAL NET ASSETS 5,638,754 $ 5,355,025

Certain 2007 amounts have been restated to conform to 2008 reclassifications.
The accompanying Notes to Financial Statements are an integral part of this statement.
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UNIVERSITY OF VIRGINIA

COMPONENT UNITS
Combined Statements of Financial Position ¢ tousands)
as of June 30, 2008 (with comparative information as of June 30, 2007) 2008 2007
ASSETS
Current assets
Cash and cash equivalents 536,384 404,139
Receivables 76,659 94,893
Other current assets 90,069 82,778
Total current assets 703,112 581,810
Noncurrent assets
Pledges receivable, net of current portion of $32,244 and $28,824 67,725 61,692
Long-term investments 5,879,609 5,149,397
Capital assets, net of depreciation 342,873 297,848
Other noncurrent assets 79,580 57,224
Total noncurrent assets 6,369,787 5,566,161
TOTAL ASSETS 7,072,899 6,147,971
LIABILITIES AND NET ASSETS
Current liabilities
Assets held in trust for others 5,215,297 4,353,706
Other liabilities 194,526 156,399
Total current liabilities 5,409,823 4,510,105
Noncurrent liabilities
Long-term debt, net of current portion of $6,239 and $5,911 318,562 307,091
Other noncurrent liabilities 110,354 125,827
Total noncurrent liabilities 428,916 432,918
TOTAL LIABILITIES 5,838,739 4,943,023
NET ASSETS
Unrestricted 327,766 323,857
Temporarily restricted 521,688 521,753
Permanently restricted 384,706 359,338
TOTAL NET ASSETS 1,234,160 1,204,948
TOTAL LIABILITIES AND NET ASSETS 7,072,899 6,147,971

Certain 2007 amounts have been restated to conform to 2008 reclassifications.
The accompanying Notes to Financial Statements are an integral part of this statement.
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UNIVERSITY OF VIRGINIA

Statement of Revenues, Expenses,
and Changes in Net Assets g tousands)

for the year ended June 30, 2008 (with comparative information for the year ended June 30, 2007) 2008 2007
REVENUES
Operating revenues
Student tuition and fees (net of scholarship allowances of $66,066 and $61,943) 316,332 $ 290,748
Patient services (net of charity care of $1,166,868 and $986,035) 934,838 882,401
Federal grants and contracts 258,794 236,750
State and local grants and contracts 4,391 3,186
Nongovernmental grants and contracts 38,965 39,174
Sales and services of educational departments 21,743 18,119
Auxiliary enterprises revenue (net of scholarship allowances of $8,809 and $8,163) 116,644 112,331
Other operating revenues 24,967 22,505
TOTAL OPERATING REVENUES 1,716,674 1,605,214
EXPENSES
Operating expenses (Note 8)
Compensation and benefits 1,166,094 1,089,634
Supplies, utilities, and other services 698,124 621,655
Student aid 54,768 51,406
Depreciation 127,554 121,770
Other 35,459 36,691
TOTAL OPERATING EXPENSES 2,081,999 1,921,156
OPERATING LOSS (365,325) (315,942)
NONOPERATING REVENUES (EXPENSES)
State appropriations (Note 9) 183,020 170,439
Gifts 147,269 148,073
Investment income 243,280 721,505
Pell grants 5,271 4,384
Interest on capital asset-related debt (21,213) (23,889)
Losses on disposal of capital assets (3,473) (1,227)
Other nonoperating expenses (6,221) (4,063)
NET NONOPERATING REVENUES 547,933 1,015,222
INCOME BEFORE OTHER REVENUES, EXPENSES, GAINS, OR LOSSES 182,608 699,280
Capital appropriations 6,348 128,075
Capital grants and gifts 35,700 60,805
Additions to permanent endowments 59,073 18,950
TOTAL OTHER REVENUES 101,121 207,830
INCREASE IN NET ASSETS 283,729 907,110
NET ASSETS
Net assets, beginning of year 5,355,025 4,447,915
NET ASSETS, END OF YEAR 5,638,754 $ 5,355,025

Certain 2007 amounts have been restated to conform to 2008 reclassifications.
The accompanying Notes to Financial Statements are an integral part of this statement.
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UNIVERSITY OF VIRGINIA

COMPONENT UNITS
Combined Statements of Activities (i shousands

for the year ended June 30, 2008 (with comparative information for the year ended June 30, 2007) 2008 2007
UNRESTRICTED REVENUES AND SUPPORT
Contributions 23,683 $ 28,085
Fees for services, rentals, and sales 261,604 247,069
Investment income 27,063 62,686
Net assets released from restriction 81,780 102,728
Other revenues 70,446 70,611
TOTAL UNRESTRICTED REVENUES AND SUPPORT 464,576 511,179
EXPENSES
Program services, lectures, and special events 262,019 247,297
Scholarships and financial aid 57,509 81,000
Management and general 41,448 34,502
Other expenses 95,767 92,081
TOTAL EXPENSES 456,743 454,880
EXCESS OF UNRESTRICTED REVENUES AND SUPPORT OVER EXPENSES 7,833 56,299
CHANGES IN TEMPORARILY RESTRICTED NET ASSETS
Contributions 48,203 83,632
Investment and other income 33,989 149,502
Reclassification per donor stipulation (1,347) (618)
Net assets released from restriction (81,909) (102,728)
NET CHANGES IN TEMPORARILY RESTRICTED NET ASSETS (1,064) 129,788
CHANGES IN PERMANENTLY RESTRICTED NET ASSETS
Contributions 24,632 20,629
Investment and other income (3,665) (54
Reclassification per donor stipulation 1,476 618
NET CHANGES IN PERMANENTLY RESTRICTED NET ASSETS 22,443 21,193
CHANGE IN NET ASSETS 29,212 207,280
Net assets, beginning of year 1,204,948 1,013,033
Current year effect of activity on net assets — (19,472)
Prior period adjustment = 4,107
NET ASSETS, END OF YEAR 1,234,160 $ 1,204,948

Certain 2007 amounts have been restated to conform to 2008 reclassifications.
The accompanying Notes to Financial Statements are an integral part of this statement.
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UNIVERSITY OF VIRGINIA

Statement of Cash FlLOWS (i shousands)

for the year ended June 30, 2008 (with comparative information for the year ended June 30, 2007) 2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and fees 318,459 $ 290,838
Grants and contracts 309,078 277,974
Patient services 884,945 865,055
Sales and services of educational activities 39,296 11,703
Sales and services of auxiliary enterprises 116,663 111,772
Payments to employees and fringe benefits (1,168,738) (1,057,480)
Payments to vendors and suppliers (695,521) (615,345)
Payments for scholarships and fellowships (54,786) (51,410)
Perkins and other loans issued to students (25,823) (6,937)
Collection of Perkins and other loans to students 21,956 6,548
Other receipts 20,570 15,763
NET CASH USED BY OPERATING ACTIVITIES (233,901) (151,519)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State appropriations 242,668 91,311
Additions to true endowments 59,073 18,950
Federal Family Education Loan Program receipts 99,535 76,521
Federal Family Education Loan Program payments (99,535) (76,521)
Pell grants 5,271 4,384
Receipts on behalf of agencies 102,244 82,966
Payments on behalf of agencies (102,408) (87,742)
Deposits held in custody for others (53) 5,328
Noncapital gifts and grants received 142,737 138,523
Other net nonoperating receipts (disbursements) (1.408) 17,578
NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES 448,124 271,298
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Capital appropriations 4,388 125,753
Capital gifts and grants received 37,647 49,987
Proceeds from capital debt 317,264 48,688
Proceeds from sale of capital assets 471 184
Acquisition and construction of capital assets (276,583) (276,779)
Principal paid on capital debt and leases (151,790) (22,993)
Interest paid on capital debt and leases (24,263) (29,876)
Deposits with trustee (107.837) 29,445
NET CASH USED BY CAPITAL AND RELATED FINANCING ACTIVITIES (200,703) (75,591)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments 607,763 494,954
Interest and dividends on investments 46,449 80,653
Purchase of investments and related fees (854,335) (477,279)
Other investment activities (229.984) (21.882)
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES (430,107) 76,446
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (416,587) 120,634
Cash and cash equivalents, July 1 689.496 568.862
CASH AND CASH EQUIVALENTS, JUNE 30 272,909 $ 689,496
RECONCILIATION OF OPERATING LOSS TO NET CASH USED BY OPERATING ACTIVITIES
Operating loss (365325 % (315,942)
ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET CASH USED BY OPERATING ACTIVITIES
Depreciation expense 127,554 121,770
Provision for uncollectible loans and write-offs 196 (665)
CHANGES IN ASSETS AND LIABILITIES
Receivables, net (19,472) 5,986
Inventories (3,571) (3,303)
Other assets 10 (874)
Prepaid expenses (2,437) (348)
Notes receivable, net (3,866) (387)
Accounts payable and accrued liabilities 4,486 36,691
Deferred revenue 28,025 3,488
Accrued vacation leave—long term 499 2,065
TOTAL ADJUSTMENTS 131,424 164,423
NET CASH USED BY OPERATING ACTIVITIES (233,901) $ (151,519)
NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES—ACADEMIC ONLY
Assets acquired through assumption of a liability 306,639 $ 44,706
Assets acquired through a gift 7,939 14,188
Change in fair value of investments 109,226 399,995
Increase in receivables related to nonoperating income 4,393 (360)
Loss on disposal of capital asset 2,408 798

Certain 2007 amounts have been restated to conform to 2008 reclassifications.

The accompanying Notes to Financial Statements are an integral part of this statement.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ORGANIZATION AND PURPOSE

The University of Virginia is an agency of the Commonwealth of Virginia and
is governed by the University’s Board of Visitors. A separate report is pre-
pared for the Commonwealth of Virginia that includes all agencies, boards,
commissions, and authorities over which the Commonwealth exercises or
has the ability to exercise oversight authority. The University is a discretely
presented component unit of the Commonwealth of Virginia and is included
in the basic financial statements of the Commonwealth. The University con-
sists of three divisions. The Academic Division and the University of Virginia’s
College at Wise generate and disseminate knowledge in the humanities,
arts, scientific, and professional disciplines through instruction, research,
and public service. The Medical Center Division provides routine and ancil-
lary patient services through a full-service hospital and clinics.

REPORTING ENTITY

There are currently twenty-five related foundations operating in support of the
interests of the University. These related foundations are not-for-profit corpo-
rations controlled by separate boards of directors. The University determined
that the following seven foundations qualify as component units because they
hold significant resources for the benefit of the University. As such, they are
included in the financial statements presented as of June 30, 2008:

¢ University of Virginia Law School Foundation

¢ University of Virginia Darden School Foundation

e Alumni Association of the University of Virginia

e Virginia Athletics Foundation

e University of Virginia Foundation

e University of Virginia Health Services Foundation

e University of Virginia Investment Management Company

The foundations’ financial information is included in the accompanying
financial statements. Condensed financial statements for each component
unit are disclosed in Note 7. Information on the organization and nature of
activities for each foundation is presented below.

The University of Virginia Law School Foundation was established as a
tax-exempt organization to foster the study and teaching of law at the Uni-
versity of Virginia and to receive and administer funds for that purpose. The
Foundation is affiliated with the University of Virginia and expends funds
to support professorships, faculty benefits, financial aid, student activi-
ties, and other academic programs within the University’s Law School. For
additional information, contact the Treasurer’s Office at Slaughter Hall, 580
Massie Road, Charlottesville, Virginia 22903.

The University of Virginia Darden School Foundation was established
as a nonstock corporation created under the laws of the Commonwealth of
Virginia. Its primary purposes are to promote the advancement and further
the aims and purposes of the Colgate Darden Graduate School of Business
Administration of the University of Virginia and to provide education for
business executives. For additional information, contact the Finance and
Administration Office at P.0. Box 7263, Charlottesville, Virginia 22906.

The Alumni Association of the University of Virginia was established as a
legally separate, tax-exempt organization to provide services to allalumni of
the University of Virginia, thereby assisting the University of Virginia and all
its students, faculty, and administration in attaining the University’s highest
priority of achieving eminence as a center of higher learning. The consoli-
dated financial information of the Alumni Association of the University of
Virginia includes the operating activities and financial position of the Alumni
Association and the Jefferson Scholars Foundation. The Jefferson Scholars
Foundation is an awards program affiliated with the Alumni Association and
was organized as a separate legal entity in 2001. For additional information,
contact the Finance and Administration Office at P.0. Box 3446, Charlottes-
ville, Virginia 22903.

The Virginia Student Aid Foundation, Inc., T/A Virginia Athletics Founda-
tion, was established as a tax-exempt organization to support intercollegiate
athletic programs at the University of Virginia by providing student-athletes
the opportunity to achieve academic and athletic excellence. The Founda-
tion provides the funding for student-athlete scholarships at the University,
funding for student-athlete academic advising programs at the University,

operational support for various sports at the University, informational ser-
vices to its members and the general public, and ancillary support to the
athletic programs at the University. The Foundation has adopted Decem-
ber 31 as its year end. All amounts reflected are as of December 31, 2007.
For additional information, contact the Gift Accounting Office at P.0O. Box
400833, Charlottesville, Virginia 22904.

The University of Virginia Foundation, including the University of Virginia
Real Estate Foundation, was established as a nonstock corporation under
applicable Virginia statutes to provide administrative services to the Univer-
sity of Virginia and supporting organizations, engage in any and all matters
pertaining to real property for the benefit of the University, and use and
administer gifts, grants and bequests, and devises for the benefit of the
University. For additional information, contact the Financial Services Office
at P.0. Box 400218, Charlottesville, Virginia 22904.

The University of Virginia Health Services Foundation was established
as a nonprofit group practice health care provider organization designed
to assist medical education through teaching and research within the
academic environment of the Health System of the University of Virginia,
and to coordinate and develop superior patient care in the Health System.
The Foundation entered into an affiliation agreement with the University
of Virginia for the Foundation through its member clinical departments to
provide patient care at the Health System. The Foundation provides patient
care services to Health System patients, and in conjunction with the care
of patients, provides teaching services. The University provides space and
certain administrative services to the Foundation. The Foundation reim-
burses the University for the salaries and fringe benefits of classified and
hourly employees of the clinical departments paid by the University, and not
funded by the Commonwealth of Virginia or by gifts, grants, and contracts.
For additional information, contact the Finance Office at 500 Ray C. Hunt
Drive, Charlottesville, Virginia 22903.

The University of Virginia Investment Management Company was estab-
lished to provide investment management services to the University of Virginia,
independent foundations, and other entities affiliated with the University and
operating in support of its mission. For additional information, contact the
Administrative Office at P.O. Box 400215, Charlottesville, Virginia 22904.

REPORTING BASIS

The University of Virginia, as a public institution, prepares its financial state-
ments in accordance with accounting principles applicable to governmental
colleges and universities generally accepted in the United States of America,
as promulgated by the Governmental Accounting Standards Board (GASB).
In addition, the University adheres to Financial Accounting Standards Board
(FASB) pronouncements issued prior to November 30, 1989, that do not
contradict or conflict with GASB standards. It is the University’s policy not
to follow FASB standards issued after that date. The component units con-
tinue to follow FASB pronouncements, and their financial statements are
presented in accordance with those standards.

In accordance with GASB Statement No. 34, Basic financial State-
ments—and Management’s Discussion and Analysis—for State and Local
Governments, the University has elected to report as an entity engaged in
business-type activities. Entities engaged in business-type activities are
financed in whole or in part by fees charged to external parties for goods
and services.

GASB Statement No. 34 establishes standards for external financial
reporting for public colleges and universities and requires that resources
be classified for accounting and reporting purposes into the following net
asset categories:

Invested in capital assets, net of related debt. Capital assets, net of
accumulated depreciation and outstanding principal balances of debt attrib-
utable to the acquisition, construction, or improvement of these assets.

Restricted. Nonexpendable: Net assets subject to stipulations that they be
maintained permanently by the University. Such assets include the Univer-
sity’s permanent endowment funds.

Expendable: Net assets whose use by the University is subject to stipu-
lations that can be fulfilled by actions of the University pursuant to those
stipulations or that expire by the passage of time.
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Unrestricted. Those net assets that are not classified either as capital
assets, net of related debt or restricted net assets. Unrestricted net assets
may be designated for specific purposes by management.

When an expense is incurred that can be paid using either restricted or
unrestricted resources, the University’s policy is to evaluate these expendi-
tures and apply resources on a case-by-case basis.

BASIS OF ACCOUNTING

The financial statements have been prepared on the accrual basis of account-
ing in accordance with accounting principles generally accepted in the United
States of America. Revenues are recorded when earned and expenses are
recorded when incurred and measurable, regardless of when the related cash
flows take place. Operating activities as reported on the Statement of Rev-
enues, Expenses, and Changes in Net Assets are those that generally result
from exchange transactions, such as payments received for providing services
and payments made for services or goods received. Certain significant revenue
streams relied upon for operations are recorded as nonoperating revenues as
specified by GASB Statement No. 34, including state appropriations, gifts,
and investment income. In accordance with GASB Statement No. 33, Account-
ing and Financial Reporting for Nonexchange Transactions, revenues from
these nonexchange transactions are recognized in the fiscal year in which all
eligibility requirements (resource provider conditions) have been satisfied, if
measurable and probable of collection.

CASH AND CASH EQUIVALENTS

In addition to cash on deposit in private bank accounts, petty cash, and
undeposited receipts, this classification includes cash on deposit with
fiscal agents and investments with original maturities of ninety days or less.
Substantially all cash and cash equivalents are concentrated in accounts in
which balances exceed FDIC insurance limits.

INVENTORIES
Inventories are valued at the lower of cost (generally determined on the
weighted-average method) or market value.

INVESTMENTS

Investments in corporate stocks and marketable bonds are recorded at
market value. All real estate investments are capital assets, and thus
recorded at cost. Certain less marketable investments, such as private equity
investments, are generally carried at estimated values as determined by
management. Because of the inherent uncertainty in the use of estimates,
values that are based on estimates may differ from the values that would
have been used had a ready market existed for the investments.

ENDOWMENT

The major portion of the University’s endowment is managed by the Uni-
versity of Virginia Investment Management Company Long-Term Pool. It is
pooled using a market value basis, with each fund subscribing to or dispos-
ing of units (permanent shares) on the basis of the market value per unit at
the end of the month within which the transaction takes place.

PLEDGES RECEIVABLE

The University receives pledges and bequests of financial support from
corporations, foundations, and individuals. Revenue is recognized when
a pledge representing an unconditional promise to pay is received and all
eligibility requirements, including time requirements, have been met. In the
absence of such a promise, revenue is recognized when the gift is received.
Endowment pledges do not meet eligibility requirements, as defined by
GASB Statement No. 33, and are not recorded as assets until the related
gift is received.

Unconditional promises to give that are expected to be collected in future
years are recorded at the present value of the estimated future cash flows.
The discounts on these amounts are computed using risk-free interest rates
applicable to the years in which the promises are made, commensurate with
expected future payments. An allowance of $2,933,900 for uncollectible
pledges receivable is provided based on management’s judgment of poten-
tial uncollectible amounts. The determination includes such factors as prior
collection history and type of gift.
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CAPITAL ASSETS AND DEPRECIATION

Capital assets are stated at cost at date of acquisition, or fair market value
at date of donation in the case of gifts. Capital assets should be depreciated
or amortized over their estimated useful lives unless they are inexhaustible
or intangible assets with indefinite useful lives. The University capitalizes
construction costs that have a value or cost in excess of $250,000 at the
date of acquisition. Renovations in excess of $250,000 are capitalized if
they significantly extend the useful life of the existing asset. The Academic
Division capitalizes moveable equipment at a value or cost of $5,000 and an
expected useful life of more than one year.

The Medical Center Division capitalizes moveable equipment at a value
or cost of $2,000 and an expected useful life of two or more years. Mainte-
nance or renovation expenditures of $250,000 or more are capitalized only
to the extent that such expenditures prolong the life of the asset or other-
wise enhance its capacity to render service.

Depreciation of buildings, improvements other than buildings, and infra-
structure is provided on a straight-line basis over the estimated useful lives
ranging from ten to fifty years.

Depreciation of equipment is provided on a straight-line basis over esti-
mated useful lives ranging from one to twenty years.

Amortization of intangible assets is also included in depreciation expense
and is provided on a straight-line basis over the estimated useful lives rang-
ing from one to forty years.

Depreciation of library books is calculated on a straight-line basis over
ten years.

Expenditures related to construction are capitalized as they are incurred.
Projects that have not been completed as of the date of the Statement of
Net Assets are classified as Construction in Progress. Construction-period
interest cost in excess of earnings associated with the debt proceeds is capi-
talized as a component of the fixed asset.

Capital assets, such as roads, parking lots, sidewalks, and other non-
building structures and improvements are capitalized as infrastructure and
depreciated accordingly. In accordance with AICPA Statement of Position
98-1, Accounting for the Costs of Computer Software Developed or Obtained
for Internal Use, the University capitalizes computer software developed or
obtained for internal use. Capitalization begins at the application develop-
ment stage, which consists of the design, coding, installation, and testing
of the software and interfaces.

COLLECTIONS

The University does not capitalize works of art or historical treasures that
are held for exhibition, education, research, or public service. These collec-
tions are protected and preserved, neither disposed of for financial gain, nor
encumbered in any means. Accordingly, such collections are not recognized
or capitalized for financial statement purposes.

DEFERRED REVENUE

Deferred revenue consists primarily of cash received from grant and contract
sponsors that has not been earned under the terms of the agreement, and
from amounts received in advance of an event, such as student tuition, but
not earned as of June 30.

INTEREST CAPITALIZATION

Interest expense incurred during the construction of capital assets is capi-
talized, if material, net of interest income earned on resources set aside
for this purpose. The University incurred capital project interest expense
of $3,925,421 and earned capital project interest income of $150,521 for
the fiscal year ended June 30, 2008, resulting in net interest capitalized of
$3,774,900.

ACCRUED COMPENSATED ABSENCES

The amount of leave earned but not taken by nonfaculty salaried employees
isrecorded as a liability on the Statement of Net Assets. The amount reflects,
as of June 30, 2008, all unused vacation leave, and the amount payable
upon termination under the Commonwealth of Virginia’s sick leave payout
policy. The applicable share of employer-related taxes payable on the even-
tual termination payments is also included.



REVENUE RECOGNITION

Revenues, as reflected on the Statement of Revenues, Expenses, and
Changes in Net Assets, include all exchange and nonexchange transactions
earned and in which all eligibility requirements (resource provider condi-
tions) have been satisfied, if measurable and probable of collection.

Student tuition and auxiliary fees are presented net of scholarships and
fellowships applied to student accounts.

Certain auxiliary operations provide goods and services to internal cus-
tomers. These auxiliary operations include activities such as mail services,
the print shop, and other auxiliaries with interdepartmental activities. The
net effect of these internal transactions has been eliminated in the State-
ment of Revenues, Expenses, and Changes in Net Assets to avoid inflating
revenues and expenses.

MEDICAL CENTER SALES AND SERVICE

A significant portion of the Medical Center services is rendered to patients
covered by Medicare, Medicaid, or other third-party payers. The Medical
Center has entered into contractual agreements with these third parties
to accept payment for services in amounts less than scheduled charges. In
accordance with these agreements, the difference between the contractual
payments due and the Medical Center scheduled billing rates results in con-
tractual adjustments. Patient care revenues are reported net of contractual
allowances in the Statement of Revenues, Expenses, and Changes in Net
Assets in the period in which the related services are rendered.

Certain annual settlements of amounts due for Medical Center services
covered by third parties are determined through cost reports that are sub-
ject to audit and retroactive adjustment by the third parties. Provisions for
possible adjustments of cost reports have been estimated and reflected
in the accompanying financial statements. Because the determination of
settlements in prior years has been based on reasonable estimation, the
difference in any year between the originally estimated amount and the final
determination is reported in the year of determination as an adjustment to
Medical Center revenues.

REVENUE AND EXPENSE CLASSIFICATIONS

The University’s policy for defining operating activities as reported on the
Statement of Revenues, Expenses, and Changes in Net Assets are those that
generally result from activities having the characteristics of exchange trans-
actions, meaning revenues are received in exchange for goods and services.
Operating revenues include student tuition and fees, net of scholarship dis-
counts and allowances; sales and services of auxiliary enterprises, net of
scholarship allowances; federal, state, local, and nongovernmental grants
and contracts; and sales and services of educational departments. With the
exception of interest expense, all expense transactions are classified as
operating expenses.

Nonoperating revenues include activities having the characteristics of
nonexchange transactions, meaning revenues are received for which goods
and services are not provided. Nonoperating revenues include revenues
from gifts, state appropriations, investment and interest income, and other
revenue sources.

SCHOLARSHIP ALLOWANCE

Student tuition and fee revenues, and certain other revenues from students,
are reported net of scholarship allowance in the Statement of Revenues,
Expenses, and Changes in Net Assets. Scholarship allowance is the differ-
ence between the stated charge for goods and services provided by the
University and the amount paid by students and/or third parties making
payments on the students’ behalf. Financial aid to students is reported using
the alternative method as recommended by the National Association of Col-
lege and University Business Officers (NACUBO). The alternative method is a
simple proportionality algorithm that computes scholarship allowance on a
University-wide basis by allocating the amounts applied to student accounts
and the cash payments to students, excluding payments for services, on the
ratio of total aid to the aid not considered to be third-party aid.

DISCOUNTS, PREMIUMS, AND BOND ISSUANCE COSTS
Bonds payable on the Statement of Net Assets are reported net of related
discounts and premiums, which are expensed over the life of the bond.

Similarly, bond issuance costs are reported as a noncurrent asset that is
amortized over the life of the bond on a straight-line basis.

INCOME TAX STATUS

The University of Virginia is an agency of the Commonwealth of Virginia and
is exempt from federal income tax under Section 115(a) of the Internal Rev-
enue Code. The University-related organizations are 501(c)(3) organizations
and are exempt from federal income tax under the Internal Revenue Code.
Accordingly, no provision for income taxes has been recorded in the accom-
panying financial statements.

RESTATEMENTS: APPROPRIATIONS AVAILABLE

For fiscal year 2008 the Commonwealth of Virginia Department of Accounts
mandated that higher education institutions report general fund appropria-
tions available amounts as a receivable item instead of a cash and cash
equivalents line item. As a result, the prior year’s cash and cash equivalents
have been restated as follows:

Cash and cash equivalents as originally reported $ 767,811
Reporting guidelines change for Department

of Accounts appropriations available (78,315)
CASH AND CASH EQUIVALENTS

AT JULY 1, 2007, AS RESTATED $ 689,496

RECLASSIFICATIONS
Certain amounts from the prior fiscal year have been reclassified to conform
to current-year presentation.
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NOTE 2: CASH, CASH EQUIVALENTS, AND INVESTMENTS

The University of Virginia Investment Management Company (UVIMCO)
administers and manages the majority of the University’s investments in
two investment pools. The Long-Term Pool includes endowment assets.
Operating funds invested for short periods of time are managed in the
Aggregate Cash Pool.

UVIMCO is governed by a board of thirteen directors, three of whom are
appointed by the Board of Visitors of the University of Virginia and one of
whom is appointed by the University president.

The University monitors and receives periodic reports on the investment
policy executed by UVIMCO. Itis the policy of the University to comply with the
Investment of Public Funds Act, Code of Virginia Section 2.2 4500-4517.

Biannual distributions are made from the University’s endowment to
departments holding endowment investments. The University’s endowment
spending policy ties annual increases to inflation as defined by the Higher
Education Price Index. If the increase causes the endowment distribution to
fall outside a range defined as 4.0 percent to 6.0 percent of the market value
of the endowment, then the Finance Committee of the Board of Visitors may
recommend increasing or decreasing the spending rate. The current policy
calls for the Board of Visitors to review the inflation factor every five years.
This will next occur in 2010, unless the distribution falls outside of the cur-
rent 4.0 percent to 6.0 percent range. For fiscal year 2008, the endowment
distribution was adjusted to 4.5 percent of the fund’s market value at June
30, 2007. For fiscal year 2008 the total distribution was $133.4 million and
the market value of the endowment at June 30, 2008, was $3.2 billion.

The University also maintains an Internal Investment Program. This pro-
gram allocates University investment earnings in the UVIMCO Aggregate
Cash Pool to departments with allowable funds invested in the program. At
June 30, 2008, a total of $353.3 million was invested in the program. A total
of $9.0 million was allocated in fiscal year 2008. The quarterly annualized
rates of return on the Internal Investment Program ranged from 0.4 percent
to 4.9 percent.

RISK

Custodial Credit Risk is the risk that in the event of a bank failure, the Uni-
versity’s deposits will not be honored. The University had no investments
exposed to custodial credit risk as of June 30, 2008.

Interest Rate Risk occurs when the fair market value is adversely affected
by changes in interest rates. The longer the duration of an investment, the
greater the interest rate risk. Investments subject to interest rate risk at
June 30, 2008, are outlined in the accompanying table.

Credit Risk is the possibility that a loss may occur due to the failure of a
counterparty to perform according to the terms of the contract. State law
limits the nonendowed investments in short-term commercial paper, cer-
tificates of deposit, asset-backed securities, and debt obligations to the
top rating issued by nationally recognized statistical rating organizations
(NRSROs), and requires the investment be rated by at least two NRSROs. For
longer-term certificates of deposit and corporate notes, the rating must be
one of the top two ratings issued by two NRSROs. Investments subject to
credit risk at June 30, 2008, are outlined in the accompanying table.

Concentration of Credit Risk is the risk of a large loss attributed to the
magnitude of investment in a single issuer of fixed income securities. The
University minimizes this risk by diversifying its investments. The Univer-
sity does not have investments exposed to concentration of credit risk as
of June 30, 2008.

Foreign Currency Risk is the risk that changes in exchange rates will
adversely affect the fair value of an investment or a deposit. The University
has no foreign investments or deposits as of June 30, 2008.

DEPOSITS

Deposits include bank account balances and are governed by the Virginia
Security of Public Deposits Act. The Act includes a cross-guarantee among
approved financial institutions eligible to hold public funds. In the event
of a default of one of the approved financial institutions, an assessment
is levied against all participating institutions to cover the uncollateralized
public deposits. This cross-guarantee eliminates custodial credit risk.
Amounts on deposit covered by the Virginia Security of Public Deposits
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Act totaled $41 million at June 30, 2008. Such deposits are not subject to
foreign currency risk. Interest rate risk disclosure for cash equivalents is
outlined in the accompanying table.

INVESTMENTS

For endowment investments, the University’s policy is to maximize long-
term real return commensurate with the risk tolerance of the University. To
achieve this objective, the University participates in the UVIMCO Long-Term
Pool, which attempts to achieve returns that consistently exceed the returns
on a passively managed benchmark with similar asset allocation and risk.

The UVIMCO Long-Term Pool invests in a variety of asset classes, includ-
ing common stocks, fixed income, foreign investments, derivatives, private
equity, and hedge funds. These assets are subject to a variety of risks.
Common stocks are subject to risk that the value may fall (market risk), while
fixed-income investments are subject to interest rate and credit risk. For-
eign investments are subject to currency exchange rates (foreign exchange
risk), political and economic developments, limited legal recourse, and
markets. Derivatives such as futures, options, warrants, and swap contracts
involve risks that may result in losses. The prices of derivatives may move
in unexpected ways due to the use of leverage or other factors, especially
in unusual market conditions, and may result in increased volatility. Hedge
funds are subject to the risks contained in the underlying investments and
can limit liquidity.

The UVIMCO Aggregate Cash Pool commingles the short-term invest-
ments of the University. The investments are valued on a daily basis by the
custodian bank. Deposits and withdrawals are processed daily. An income
factor is calculated daily and includes interest and dividends earned, real-
ized gains and losses, the change in unrealized gains and losses, and fees.
Income factors are totaled on a monthly basis, and income is reinvested on
the first business day of the following month.

At June 30, 2008, the University’s investment in the UVIMCO Long-Term
Pool was $3.9 billion, representing 86 percent of invested assets. At June
30, 2008, the University’s investments in the UVIMCO Aggregate Cash Pool
was $213 million, representing 5 percent of invested assets. These pools
are not rated by nationally recognized statistical rating organizations.

DERIVATIVES

In January 2007, the University entered into three fixed-payer interest rate
swaps totaling $150 million in notional amount. The underlying index for
the swaps is the Securities Industry and Financial Markets Association
Municipal Swap Index (SIFMA). The swaps have an effective date of June
1, 2008, and mature June 1, 2038. The swaps were entered into at a zero
market value and no payments were made or received when they were
initiated. The objective of the swaps is to offset the risk of rising interest
rates between January 2007 and June 2008. The swaps provided a hedge
against the impact of rising interest rates on the University’s Series 2008
Bonds dated May 22, 2008. On February 25, 2008, the University termi-
nated one of the swaps with a notional amount of $50 million and received
payment upon termination of $750,000. The two remaining swaps are
scheduled to begin exchanging interest payments on July 1, 2008, for a
period of thirty years.

As of June 30, 2008, the $100 million notional amount of swaps out-
standing had a negative market value of approximately $3.4 million,
representing the amount the University would pay if the swaps were ter-
minated on that date. The fair value was determined by using the quoted
SIFMA index curve at the time of market valuation. The University would be
exposed to the credit risk of its swap counterparties any time the swaps
had a positive market value. As of June 30, 2008, the University’s swap
counterparties were rated A+ and A from Standard & Poor’s and Aa3 and
A2 by Moody’s. To mitigate credit risk, the University limits market value
exposure and requires the posting of collateral based on the credit rating
of the counterparty. All counterparties are required to have at least an A-/A3
rating by Standard & Poor’s and Moody’s, respectively. As of June 30, 2008,
no collateral was required to be posted by the counterparties.

The derivative contracts use the International Swap Dealers Associa-
tion Master Agreement, which includes standard termination events, such



as failure to pay and bankruptcy. The Schedule to the Master Agreement
includes an additional termination event. That is, the swap may be termi-
nated by either party if the counterparty’s credit rating falls below BBB/
Baa2 in the case of Standard & Poor’s and Moody’s, respectively. The Uni-
versity or the counterparty may also terminate the swap if the other party
fails to perform under the terms of the contract. If at the time of termination
the swap has a negative market value, the University would be liable to the
counterparty for a payment equal to the swap’s market value.

SECURITY LENDING TRANSACTIONS

Investments and cash equivalents held by the Treasurer of Virginia represent
the University’s allocated share of cash collateral received and reinvested
and securities received for the State Treasury’s securities lending program.
Under the University’s management agreement with the Commonwealth of
Virginia under the Restructured Higher Education Financial and Administra-
tive Operations Act, which took effect July 1, 2007, the University no longer
participates in the State Treasury’s securities lending program.

T Quality ol lTaimes N REDIT INVESTMENT MATURITIES (IN YEARS)
Rate Risk (in thousands) RATING LESSTHAN | 1 cvears | 6-10vEARs | GREATER THAN
1YEAR 10 YEARS
CASH EQUIVALENTS
Short-term investment pool $ 2,281 Aaa
University of Virginia Investment Management
Company Aggregate Cash Pool 213,302 Unrated
State Non-Arbitrage Program 121,779 AAAmM
TOTAL CASH EQUIVALENTS $ 337,362
INVESTMENTS SUBJECT TO INTEREST RATE RISK
Endowment investments:
Debt securities
Demand notes due from related foundation,
noninterest bearing $ 8,633 Unrated | $ 8,633
Note receivable, 9% 190 Unrated $ 190
TOTAL INVESTMENTS SUBJECT TO INTEREST RATERISKS | $ 8,823 $ 8,633 -1 % —1$ 190
100.0% 97.8% 0.0% 0.0% 2.2%

NOTE 3: STATEMENT OF NET ASSETS DETAILS

a. Accounts receivable: The composition of accounts receivable at June 30, 2008, is summarized as follows:

Accounts Receivable (in thousands)

Patient care $ 282,062
Grants and contracts 19,085
Equipment Trust Fund reimbursement 5,418
Pledges 18,547
Related foundation 2,045
Capital appropriations 12,512
Other 11,443
Less: Allowance for doubtful accounts (206,259)
TOTAL $ 144,853
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b. Notes receivable: The composition of notes receivable at June 30, 2008, is summarized in the chart below.

Notes Receivable (i thousands)

Perkins $ 18,676
Nursing 1,154
Health 24
Institutional 12,282
Fraternity loan 781
House Staff loan 11
Less: Allowance for doubtful accounts (819)
Total notes receivable, net 32,109
Less: Current portion, net of allowance (4,611)
TOTAL NONCURRENT NOTES RECEIVABLE $ 27,498
c. Pledges: The composition of pledges receivable at June 30, 2008, is summarized as

Pledges (in thousands)
GIFT PLEDGES OUTSTANDING

Operations $ 16,413

Capital 17,325
TOTAL GIFT PLEDGES OUTSTANDING 33,738
Less:

Allowance for uncollectible pledges (2,934)

Unamortized discount to present value (2,957)
Total pledges receivable, net 27,847

Less current portion, net of allowance (16,810)
TOTAL NONCURRENT PLEDGES RECEIVABLE $ 11,037

follows:

d. Capital assets: Activity for the year ended June 30, 2008, is summarized in the chart below.

Inve,Stment in Plant— BSEII.';I\'I\\IIICNEG ADDITIONS DISPOSITIONS ADJUSTMENTS BEANL[;\IRSE
Capital Assets (in thousands) JULY 1, 2007 JUNE 30, 2008
NONDEPRECIABLE CAPITAL ASSETS
Land $ 31,800 6,392 — % —1$ 38,192
Construction in progress 293,230 261,709 183,433 - 371,506
Software in development — 8,544 — 2,337 10,881
TOTAL NONDEPRECIABLE CAPITAL ASSETS 325,030 276,645 183,433 2,337 420,579
DEPRECIABLE CAPITAL ASSETS
Buildings 1,692,602 162,207 4,051 1,826 1,852,584
Equipment 570,014 106,946 25,069 (36,009) 615,882
Infrastructure 203,670 462 — 10,308 214,440
Improvements other than buildings 146,515 545 8 (8,843) 138,209
Capitalized software 35,188 — — (2,398) 32,790
Library books 100,635 5,013 457 — 105,191
Total depreciable capital assets 2,748,624 275,173 29,585 (35,116) 2,959,096
Less accumulated depreciation for:
Buildings (629,719) (55,629) (2,553) (1,068) (683,863)
Equipment (360,710) (53,442) (21,524) 2,925 (389,703)
Infrastructure (104,067) (6,338) — (1,915) (112,320)
Improvements other than buildings (69,890) (2,956) @) — (72,839
Capitalized software (20,525) (3,928) — 91 (24,362)
Library books (77,489) (4,107) (457) — (81,139)
Total accumulated depreciation (1,262,400) (126,400) (24,541) 33 (1,364,226)
TOTAL DEPRECIABLE CAPITAL ASSETS, NET 1,486,224 148,773 5,044 (35,083) 1,594,870
TOTAL $ 1,811,254 425,418 188,477 | $ (32,746) | $ 2,015,449
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e. Goodwill: In May 2000, the Medical Center acquired from Augusta Health Care, Inc., the kidney dialysis assets in a transaction accounted for as a pur-
chase. Accordingly, $987,188 was recorded as goodwill for the purchase of the assets and is being amortized over five years. An additional $800,000 was
recorded as goodwill for a noncompetition agreement and is being amortized over its ten-year life.

In July 2004, the Medical Center purchased Virginia Ambulatory Surgery Center (VASI), now known as Virginia Outpatient Surgery Center. As a result of
the purchase, the Medical Center recorded $6,980,198 of goodwill to be amortized over a period of forty years.

In November 2004, the Medical Center purchased Amherst and Lynchburg renal facilities. As a result of the purchase, the Medical Center recorded goodwill
of $3,476,068 and $4,017,321, respectively, for the Amherst and Lynchburg facilities. The goodwill is to be amortized over a period of forty years.

f. Accounts payable: The composition of accounts payable at June 30, 2008, is summarized as follows:

Accounts Payable (in thousands)

Accounts payable 136,861
Accrued salaries and wages payable 59,036
Other postemployment benefits 6,766
Other payables 17,973
TOTAL 220,636

g. Deferred revenue: The composition of deferred revenue at June 30, 2008, is summa

Deferred Revenue (in thousands)

rized as follows:

Grants and contracts 45,890
Student payments 14,520
Other deferred revenue 28,453
TOTAL 88,863
NOTE 4: SHORT-TERM DEBT
Short-term debt at June 30, 2008, is summarized in the chart below.
BEGINNING ENDING
Short-Term Debt (i thousands) BALANCE ADDITIONS REDUCTIONS BALANCE
JULY 1, 2007 JUNE 30, 2008
Commercial paper, tax-exempt 64,200 | $ 61,906 | $ 108,556 17,550

The University has both taxable and tax-exempt commercial paper programs that provide for bridge financing for capital projects up to a board-approved
limit. The University Board of Visitors approved an increase in the limit from $175,000,000 to $300,000,000 in April 2008. In fiscal year 2008, the average
days to maturity were fifty-nine and the weighted-average effective interest rate was 2.69 percent.
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NOTE 5: LONG-TERM OBLIGATIONS

a. Long-term debt: The composition of long-term debt at June 30, 2008, is summarized as follows:

INTEREST FINAL BEGINNING ENDING
Long-Term Debt (in thousands) RATES MATURITY BALANCE ADDITIONS | REDUCTIONS BALANCE
JULY 1, 2007 JUNE 30, 2008
BONDS AND NOTES PAYABLE
Revenue bonds
Medical Center Series 1998B (9d) 3.5% t0 5.0% 2018 $ 4395 | % —1% 4395 | $ —
Medical Center Series 1999A (9d) 4.5%10 5.3% 2013 23,500 — 4,565 18,935
University of Virginia Series 1995A (9d) 1.27% t0 4.07% 2020 1,710 — 1,710 —
University of Virginia Series 2003A (9d) 1.0% to 4.05% 2034 82,010 — — 82,010
University of Virginia Series 2003B (9d) 4.0% t0 5.0% 2033 113,080 — 2,265 110,815
University of Virginia Series 2005 (9d) 4.0% 10 5.0% 2037 188,090 — 2,595 185,495
University of Virginia Series 2008 (9d) 5% 2040 — 231,365 — 231,365
Commonwealth of Virginia bonds (9¢) 3.8%109.3% 2021 28,921 — 3,844 25,077
Notes payable to VCBA 1997A (9d) 3.5%10 5.0% 2018 790 — 790 —
Notes payable to VCBA 1999A (9d) 3.5% 10 6.0% 2020 4,255 — 1,345 2,910
Notes payable to VCBA 2000A (9d) 3.5%10 5.8% 2021 24,415 — 12,055 12,360
Notes payable to VCBA 2004B (9d) 3.0% t0 5.0% 2020 37,215 — 110 37,105
Notes payable to VCBA 2007B (9d) 4.0% t0 4.25% 2020 — 11,010 — 11,010
Other various 2009 18 298 18 298
TOTAL BONDS AND NOTES PAYABLE $ 508,399 | $ 242,673 | $ 33,692 | $ 717,380
Less current portion of debt (17,149) — (4,102 (13,047)
Bond premium 17,779 6,988 869 23,898
Deferred loss on early retirement of debt (4,822 (260) (385) (4,697)
NET LONG-TERM DEBT $ 504,207 | $ 249,401 | $ 30,074 | $ 723,534

On May 22, 2008, the University of Virginia issued $231,365,000 in General Revenue Pledge Bonds, Series 2008. The 2008 Series was issued to fund new
construction on the grounds of the University of Virginia, refund $102,093,668 of outstanding commercial paper and to refund the University of Virginia
1995A (9d) and the Medical Center Series 1998B (9d) bonds. The refunding of the bonds increased aggregate debt service $6,907,084, representing a net

present value loss of $289,521 and an accounting loss of $40,800.

During the fiscal year ended June 30, 2008, the Commonwealth of Virginia, on behalf of the University, issued bonds in the amount of $11,010,000 to
advance refund $10,750,000 in various series of bonds. The advance refunding reduced the aggregate debt service by $645,571, representing a net present
value savings of $518,252 and an accounting loss of $260,000.

The University has a revolving credit agreement with a maximum principal amount of $82,010,000 to provide liquidity for its 2003A General Revenue
Pledge Bonds, and another revolving credit agreement with a maximum principal amount of $167,990,000 to provide liquidity for all other variable rate
obligations of the University. There were no advances outstanding under this credit agreement as of June 30, 2008. The 9c and 9d bonds are supported by
all revenue of the University not otherwise pledged.

Maturities and interest on notes and bonds payable for the next five years and in subsequent five-year periods are as follows:

Maturities (in thousands) PRINCIPAL INTEREST

2009 13,047 | $ 34,139
2010 13,525 33,737
2011 19,353 32,541
2012 19,201 31,580
2013 20,043 30,599
2014-2018 68,468 141,181
2019-2023 55,253 125,766
2024-2028 29,425 116,212
2029-2033 88,900 108,805
2034-2038 232,190 80,203
2039-2040 157,975 11,944
TOTAL $ 717,380 | $ 746,707
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PRIOR YEAR REFUNDINGS

In previous fiscal years, bonds and notes were issued to refund a portion of previously outstanding bonds and notes payable. Funds relating to the refund-
ings were deposited into irrevocable trusts with escrow agents to provide for future debt service on the refunded bonds. The trust account assets and
liabilities for the defeased bonds are not included in the University’s financial statements. At June 30, 2008, the outstanding balance of the prior years’
in-substance defeased bonds and notes totaled $39,750,000.

b. Long-term liabilities: The composition of long-term liabilities at June 30, 2008, is summarized as follows:

BEGINNING ENDING
Long-Term Liabilities (in thousands) BALANCE ADDITIONS REDUCTIONS BALANCE

JULY 1, 2007 JUNE 30, 2008
Investments held for related entities $ 19,352 | $ —19$ 880 | $ 18,472
Accrual for compensated absences 48,095 52,588 50,556 50,127
Perkins loan program 13,814 2,046 — 15,860
Other 26,005 14,944 16,407 24,542
Subtotal 107,266 69,578 67,843 109,001
Less current portion of long-term liabilities (50,763) (2,927) — (53,690)
NET LONG-TERM LIABILITIES $ 56,503 | $ 66,651 | $ 67,843 | $ 55,311

NOTE 6: AFFILIATED COMPANIES

UNIVERSITY OF VIRGINIA IMAGING, L.L.C.

On March 26, 2002, the Medical Center entered into an agreement with Outpatient Imaging Affiliates of Virginia, L.L.C. (OIA), to establish University of Vir-
ginia Imaging, L.L.C. (UVI). The limited liability corporation was formed to operate an outpatient diagnostic imaging center to help respond to the need for
radiology services in the Charlottesville area.

The Medical Center currently operates an outpatient imaging department offering MRI, plain film radiography, fluoroscopy, and ultrasound in office space
at the Fontaine Research Park. Although available to all Medical Center physicians, the site principally serves orthopaedic physicians located at the Fontaine
Research Park. UVI also provides services to outpatients from the Medical Center’s primary and secondary service areas. Because the Medical Center owns
80 percent of UVI, its financial activity is presented under the consolidation method.

COMMUNITY MEDICINE, L.L.C.
On November 14, 2000, the University of Virginia established the Community Medicine University of Virginia, L.L.C. (Community Medicine). Community
Medicine was established as a limited liability corporation (L.L.C.) under the laws of the Commonwealth of Virginia to house physician practices. This model
gives physicians an organizational structure that allows them the opportunity to practice independently in a virtual private practice environment with all the
risks and gains associated with an independent model. As an L.L.C., which is a wholly-owned subsidiary of the University, Community Medicine is considered
a disregarded entity for tax purposes and its financial activity is accounted for under the consolidation method.

Community Medicine commenced operations on July 1, 2001, and as of June 30, 2008, the Medical Center’s investment totaled $1,810,000.

CENTRAL VIRGINIA HEALTH NETWORK, INC.

In May 1995, the Medical Center joined the Central Virginia Health Network, Inc. (CVHN), a partnership of eight Richmond-area hospitals. CVHN was formed to

provide an efficient and coordinated continuum of care, with services ranging from acute hospital treatment to primary physician care and home health services.
The Medical Center originally paid $100 for 10,000 shares of common stock and $109,900 as additional paid-in capital. In addition, the Medical Center is

obligated for monthly dues to CVHN of $15,913. Complete financial statements can be obtained from the registered agent: Steven D. Gravely, Esq., Mezzullo

and McCandlish, P.O. Box 796, Richmond, Virginia 23206.

UNIVERSITY OF VIRGINIA/HEALTHSOUTH, L.L.C.

The Medical Center entered into a joint venture with HEALTHSOUTH Corporation to establish an acute rehabilitation facility, located at the Fontaine Research
Park in Charlottesville, Virginia, to provide patient services to the region. The Medical Center made a capital contribution of $2,230,000 to the joint venture
in May 1996, which represents a 50 percent interest. Complete financial statements can be obtained from the managing member: HEALTHSOUTH Corpora-
tion, 7700 East Parham Road, Richmond, Virginia 23294.

VALIANCE HEALTH, L.L.C.

In November 1997, the Medical Center became a participant with Rockingham Memorial Hospital and Augusta Health Care, Inc., in Valiance Health, L.L.C. (Valiance),
a joint venture integrating and coordinating the delivery of healthcare services in central and western Virginia. The Medical Center contributed $100,000 in initial
capital, which entitles it to a pro-rata distribution of any profits and losses of Valiance. As of June 30, 2008, the Medical Center’s investment totaled $500,000.

UNIVERSITY HEALTHSYSTEM CONSORTIUM (UHC)
In December 1986, the Medical Center became a member of the University HealthSystem Consortium (UHC). Founded in 1984, UHC is an alliance of the clinical
enterprises of academic health centers. While focusing on the clinical mission, UHC is mindful of and supports the research and education missions. The mis-
sion of UHC is to advance knowledge, foster collaboration, and promote change to help members compete in their respective health care markets. In keeping
with this mission, UHC helps members pool resources, create economies of scale, improve clinical and operating efficiencies, and influence the direction and
delivery of health care. Accordingly, UHC is organized and operated on a cooperative basis for the benefit of its patron-member health systems.

UHC is a not-for-profit organization. It is incorporated as a nonstock corporation and designated as a nonexempt cooperative that is taxable under Subchapter T,
section 1382-1388, of the Internal Revenue Code. As such, UHC’s bylaws provide for distributions of patronage dividends to its patrons. This allocation is based on the
value of business done with or for each patron by UHC. The Medical Center records the portion of the patronage dividends that were held by UHC as patronage equity.
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AS f June 30, 2008 i s SMOLSTOCAG | IEOASIATD | s

UVA Imaging, L.L.C. $ 687 | $ 1,541 | $ 2,228
Community Medicine, L.L.C. 1,810 (3,762) (1,952)
Central Virginia Health Network, Inc. 232 (41) 191
HEALTHSOUTH, L.L.C. 1,830 5,661 7,491
Valiance, L.L.C. 350 791 1,141
University HealthSystem Consortium — 647 647

HEALTHCARE PARTNERS, INC.

In May 1995, HealthCare Partners, Inc. (HealthCare Partners), a nonstock, nonprofit corporation, was established to support networking, external business
relationships with neighboring hospitals and physicians groups, and expansion of primary care activities. The Medical Center and the Health Services Foun-
dation are the primary contributors to the funding of the corporation. The corporation is governed by a board of directors composed of Health System staff,
community members, and University Board of Visitors appointees.

NOTE 7: COMPONENT UNITS

Summary financial statements and additional disclosures are presented below.

Statement of Financial | uwversirv | EUCElR | Socltion| viraiia | unvesiry | orvieaii | orviRGii | component
Position (in thousands) &WSRC(;'S'& DARDEN OF THE ATHLETICS | OFVIRGINIA [ HEALTH | INVESTMENT [  UNITS  [ELIMINATIONS Eﬂﬂ:’i’;iﬂ
SCHOOL UNIVERSITY [FOUNDATION*| FOUNDATION | SERVICES |MANAGEMENT| SUBTOTAL
as of June 30, 2008 FOUNDATION tounpaTION | OF VIRGINIA FOUNDATION [ COMPANY
ASSETS
Current assets
Total current assets $ 5,351|$% 14,632|$ 37,273|$ 28,580|% 22,758|$ 116,250|$ 478,268|% 703,112|$ —|$ 703,112
Noncurrent assets
Long-term investments 304,070 248,280 376,037 69,926 119,070 90,631| 5,653,700 6,861,714 (982,105)| 5,879,609
Capital assets, net, and other assets 8,418 93,408 34,229 34,243 294,898 23,866 1,116 490,178 — 490,178
Total noncurrent assets 312,488 341,688 410,266 104,169 413,968 114,497| 5,654,816| 7,351,892 (982,105)| 6,369,787
TOTALASSETS $ 317,839|% 356,320|$ 447,539|% 132,749|$% 436,726|$% 230,747 |$6,133,084 ($8,055,004 | $ (982,105) | $7,072,899
LIABILITIES AND NET ASSETS
Current liabilities
Total current liabilities $ 196 $ 9,263|$% 74,309($% 1,041|$  79,799|$% 99,460|$6,127,860(%$6,391,928|$ (982,105) | $5,409,823
Noncurrent liabilities
Long-term debt,
net of current portion of $6,239 — 52,586 18,000 — 229,616 18,360 — 318,562 - 318,562
Other noncurrent liabilities 672 — 20,042 919 39,000 49,721 — 110,354 — 110,354
Total noncurrent liabilities 672 52,586 38,042 919 268,616 68,081 - 428,916 - 428,916
TOTAL LIABILITIES $ 868|$ 61,849|% 112,351|% 1,960 ($ 348,415|% 167,541|%$6,127,860|$6,820,844($ (982,105) | $5,838,739
NET ASSETS
Unrestricted $ 63,965 [$ 91,372($ 50,279 % 52,7791% 8,436 (% 55,711 $ 5224|% 327,766 % —|$ 327,766
Temporarily restricted 156,655 95,770 142,172 54,497 65,099 7,495 — 521,688 — 521,688
Permanently restricted 96,351 107,329 142,737 23,513 14,776 — - 384,706 - 384,706
TOTAL NET ASSETS 316,971 294,471 335,188 130,789 88,311 63,206 5,224| 1,234,160 —| 1,234,160
TOTAL LIABILITIES AND NET ASSETS $ 317,839|% 356,320|$ 447,539($ 132,749|$ 436,726 |$ 230,747 |$6,133,084 | $8,055,004|$ (982,105) [ $7,072,899

*December 31, 2007, year-end
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PLEDGES RECEIVABLE

Unconditional promises to give (pledges) are recorded as receivables and revenues and are assigned to net asset categories based on the presence or
absence of donor-imposed restrictions. Pledges expected to be collected within one year are recorded at net realizable value. Pledges that are expected to
be collected in future years are recorded at the net present value of their estimated future cash flows. The discounts on these amounts are computed using
risk-free interest rates applicable to the years in which the promise was received and then remain consistent throughout the pledge’s life. The component
units recorded an allowance against pledges receivable for estimated uncollectible amounts. The Health Services Foundation does not accept gifts. Uncon-
ditional promises to give at June 30, 2008, are as follows:

UNIVERSITY ALUMNI UNIVERSITY | UNIVERSITY
Summary Schedule of giu\x;:?:ﬁ: OF VIRGINIA |ASSOCIATION| VIRGINIA | UNIVERSITY | OFVIRGINIA | OFVIRGINIA | COMPONENT
Pledges Receivable (ln thousands) LAW SCHOOL DARDEN OF THE ATHLETICS OF VIRGINIA HEALTH INVESTMENT UNITS
FOUNDATION SCHOOL UNIVERSITY |FOUNDATION*( FOUNDATION SERVICES [MANAGEMENT TOTAL
as of June 30, 2008 FOUNDATION | OF VIRGINIA FOUNDATION [ COMPANY
Total pledges receivable $ 16,883|% 21,536|$  23,583|$  54,976(% —1% —1$ —|$ 116,978
Less allowance for uncollectible accounts (707) (690) (1,337) (3,018) — — — (5,752)
Less effect of discounting to present value (2,896) (1,859) (2,924) (3,578) — — — (11,257)
Net pledges receivable 13,280 18,987 19,322 48,380 - - — 99,969
Less current pledges (4,926) (5,162) (4,750) (17,406) - - — (32,244)
TOTAL NONCURRENT PLEDGES RECEIVABLE $ 8,354|$%$ 13,825|$ 14,572($ 30,974|$% —|$ —$ —|$ 67,725

*December 31, 2007, year-end

The University of Virginia Law School Foundation has received bequest intentions and certain other conditional promises to give of approximately $13 mil-
lion at June 30, 2008. These intentions and conditional promises to give are not recognized as assets, and if they are received, will generally be restricted
for specific purposes stipulated by the donors, primarily endowments for scholarships and professorships.

Pledges receivable for the Virginia Athletics Foundation are for several programs. The majority of these are for the Arena Campaign.

INVESTMENTS

Investments are recorded at market value, which is determined by readily available quotes on the stock exchange or as quoted by the University of Vir-
ginia Investment Management Company (UVIMCO). Realized gains (losses) from the sale of securities and unrealized gains (losses) from the appreciation
(depreciation) of the value of securities held are recognized in the year incurred. The fair values of investments by investment class at June 30, 2008, for
the component units are as follows:

UNIVERSITY |  ALUMNI UNIVERSITY | UNIVERSITY
Summary SChedUIe Of g?%iéﬂ:; OF VIRGINIA |ASSOCIATION| VIRGINIA | UNIVERSITY | OFVIRGINIA | OFVIRGINIA | COMPONENT
Investments (in t/)oumnds) LAW SCHOOL |  PARDEN OF THE ATHLETICS | OFVIRGINIA HEALTH INVESTMENT UNITS
FOUNDATION | _ SCHOOL | UNIVERSITY |FOUNDATION*| FOUNDATION | SERVICES |MANAGEMENT| — TOTAL
as of June 30, 2008 FOUNDATION | OF VIRGINIA FOUNDATION [ COMPANY
Private placements and limited partnerships $ 23(% —1% —$ 441% —$ 1,082|% —$ 1,149
University of Virginia Investment Management Company 199,892 243,142 359,719 66,449 71,655 41,248 6,310 988,415
Equities 10,968 5,139 3,331 — — 15,048 4,032,348 | 4,066,834
Other 93,186 940 12,987 3,433 65,487 99,846 2,091,991 2,367,870
Total investments $ 304,069|$ 249,221|$ 376,037|$ 69,926|$ 137,142|$ 157,224|$6,130,649|$7,424,268
Less amounts shown in current assets — 937) — — (18,072) (66,594) (476,951) (562,554)
Less eliminations (199,892) (243,142) (359,719) (66,449) (71,655) (41,248) — (982,105)
LONG-TERM INVESTMENTS $ 104,177($ 5,142|% 16,318|% 3,477|$  47,415|$  49,382|$5,653,698| $5,879,609

*December 31, 2007, year-end

UVIMCO has investments in limited partnership hedge funds, private equity and venture capital investments, or similar private investment vehicles. These
investments do not actively trade through established exchange mechanisms and are valued at estimated fair market value, based on UVIMCO’s interest
in the investee as determined and reported by the external manager of the investment. Such investments represent $1,659,394,789 (32 percent of invest-
ments held for others) at June 30, 2008. Because of the inherent uncertainty of such valuations, these estimated values may differ from the values that would
have been used had a ready market for the investments existed, and such differences could be material.
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PROPERTY, FURNISHINGS, AND EQUIPMENT

The property, furnishings, and equipment of the University of Virginia Foundation and the University of Virginia Darden School Foundation are recorded at
cost, except donated property, which is recorded at fair market value at the date of the gift. Depreciation is taken over estimated useful lives of five to thirty-
nine years using the straight-line method. As of June 30, 2008, capital assets consisted of (in thousands):

UNIVERSITY OF
VIRGINIA FOUNDATION | _ VIRGINIA DARDEN

SCHOOL FOUNDATION
Land $ 61,549
Rights of occupancy $ 100,828
Buildings and improvements 205,070 1,682
Furnishings and equipment 19,540 1,102
Total 286,159 103,612
Less accumulated depreciation (58,529) (24,127)
NET CAPITAL ASSETS $ 227,630 | $ 79,485

NOTES PAYABLE

The University of Virginia Foundation has established a line of credit with Wachovia Bank in the amount of $41 million. The outstanding balance at June 30,
2008, was $31 million. The Foundation has a second line of credit with Bank of America in the amount of $25 million. The outstanding balance on this line
was $17 million at June 30, 2008.

The University has allocated up to $51 million of its quasi-endowment funds for use by the Foundation to acquire and develop real estate. As of June 30,
2008, the Foundation had borrowed $9 million of these funds to acquire properties on behalf of the University. These notes payable are noninterest bearing
and due on demand.

LONG-TERM DEBT
The following table summarizes the long-term obligations of the University of Virginia Darden School Foundation, the University of Virginia Foundation, and
the University of Virginia Health Services Foundation at June 30, 2008 (in thousands):

VIRGINIADARDEN | UNVERSITYOF | L o e
SCHOOL FOUNDATION FOUNDATION

University of Virginia Phase I and Il Darden School Facilities $ 55,826
1996 Industrial Development Authority revenue bonds—Albemarle $ 1,242
1997 Industrial Development Authority revenue bonds—Louisa 5,394
1998 Refunding bonds $ 14,480
1999 Mortgage note payable 7132
2000 Industrial Development Authority revenue bonds—Louisa 4,660
2001 Refinancing demand bonds 42,420
2004 Refinancing note payable 9,747
2006 Refinancing demand bonds 165,900
Total 55,826 231,835 19,140
Less portion due within one year (3,240) (2,219 (780)
LONG-TERM DEBT, NET OF CURRENT PORTION $ 52,586 | $ 229,616 | $ 18,360

Principal maturities of all mortgages and notes payable after refinancing for the University of Virginia Darden School Foundation, the University of Virginia
Foundation, and the University of Virginia Health Services Foundation are as follows (in thousands):

o | owersvor | NSO oA
SCHOOL FOUNDATION FOUNDATION

Year ended June 30, 2009 $ 3,240 | $ 2,219 | $ 780
Year ended June 30, 2010 3,415 2,407 810
Year ended June 30, 2011 3,595 2,534 845
Year ended June 30, 2012 3,800 2,614 885
Year ended June 30, 2013 4,005 2,731 920
Years ended June 30, 2014-2032 37,771 219,327 14,900
TOTAL $ 55,826 | $ 231,832 | $ 19,140
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UNIVERSITY ALUMNI UNIVERSITY | UNIVERSITY
Statement Of (L;'F“\xEZ?IIJTIX OFVIRGINIA | ASSOCIATION|  VIRGINIA | UNIVERSITY | OFVIRGINIA | OFVIRGINIA | oo oo
Activities (l}’l thoumnds) LAW SCHOOL DARDEN OF THE ATHLETICS | OF VIRGINIA HEALTH INVESTMENT UNITS TOTAL
FOUNDATION SCHOOL UNIVERSITY |FOUNDATION*| FOUNDATION | SERVICES |MANAGEMENT

Jor the year ended June 30, 2008 FOUNDATION | OF VIRGINIA FOUNDATION [ COMPANY
UNRESTRICTED REVENUES AND SUPPORT

Contributions $ 1,822(% 3,147 |$ 682($  18,025(% -3 -3 7|1$ 23,683

Fees for services, rentals, and sales - 26,661 2,143 742 41,784 190,274 — 261,604

Other revenues 12,747 12,404 47,403 28,469 2,692 62,881 12,693 179,289
TOTALUNRESTRICTED REVENUES AND SUPPORT 14,569 42,212 50,228 47,236 44,476 253,155 12,700 464,576
EXPENSES

Program services, lectures, special events 13,377 37,675 44,693 10,442 — 213,341 — 319,528

Other expenses 3,888 3,241 3,786 25,189 46,359 43,627 11,125 137,215
TOTAL EXPENSES 17,265 40,916 48,479 35,631 46,359 256,968 11,125 456,743
EXCESS (DEFICIENCY) OF UNRESTRICTED

REVENUES AND SUPPORT OVER EXPENSES (2,696) 1,296 1,749 11,605 (1,883) (3,813) 1,575 7,833
CHANGES IN TEMPORARILY RESTRICTED NET ASSETS

Contributions $ 3,210($ 3986($%  31751|% 6,756 % -3 2,500($ —|$ 48,203

Other (11,589) 1,131 (22,998) (15,240) 1,446 (2,017) — (49,267)
NET CHANGE IN TEMPORARILY RESTRICTED NET ASSETS (8,379) 5,117 8,753 (8,484) 1,446 483 - (1,064)
CHANGES IN PERMANENTLY RESTRICTED NET ASSETS

Contributions $ 8,155|$% 2,655(% 10,889 | $ 2,933|$ —$ —1$ —$ 24,632

Other 1,347 — (654) 42 (2,924) — — (2,189)
NET CHANGE IN PERMANENTLY RESTRICTED NET ASSETS 9,502 2,655 10,235 2,975 (2,924) - - 22,443
CHANGE IN NET ASSETS (1,573) 9,068 20,737 6,096 (3,361) (3,330) 1,575 29,212

Net assets, beginning of year 318,544 285,403 314,451 124,693 91,672 66,536 3,649 1,204,948

Current year effect of activity on net assets - — — - - — — -

Prior period adjustment — — — — — — — —
NET ASSETS, END OF YEAR $ 316,971|$ 294,471|$ 335,188|% 130,789|$% 88,311|$ 63,206($% 5,2241%$1,234,160

*December 31, 2007, year-end

SIGNIFICANT TRANSACTIONS WITH THE UNIVERSITY OF VIRGINIA
The University provides certain services for the University of Virginia Darden School Foundation that are reimbursed by the Foundation monthly.
Direct payments to the University from the Alumni Association of the University of Virginia for the year ended June 30, 2008, totaled $2 million. This

amount includes gift transfers, payment for facilities and services, and other support for University activities.

The University of Virginia Health Services Foundation has contracted with the University to provide certain professional and technical services. Payments
received for these services were approximately $53 million for the year ended June 30, 2008. Approximately $18 million of the fiscal year payments received
relates to disproportionate share funds paid for indigent patients served by the Foundation. The University of Virginia Health Services Foundation contrib-
uted $13 million to the University in support of various academic programs, equipment, teaching, and research for the year ended June 30, 2008.
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NOTE 8: EXPENSE CLASSIFICATION MATRIX

Operating Expenses by SUPPLIES,

Functional COMPmSDATION UTIAI\-INT:)ES’ STUDENT AID DEPRECIATION OTHER TOTAL
Classification (in thousands) BENEFITS SERT\'/*IE'ES

for the year ended June 30, 2008

Instruction $ 273,643 | $ 27,648 3,502 | $ —19$ 928 | $ 305,721
Research 165,941 98,136 15,371 — 662 280,110
Public service 12,539 13,907 526 — 645 27,617
Academic support 81,076 29,853 1,370 — 308 112,607
Student services 26,412 5,362 215 — 149 32,138
Institutional support 70,992 2,766 19 — 415 74,192
Operation of plant 60,980 4,520 5 — 94 65,599
Student aid 859 4,750 33,568 — 147 39,324
Auxiliary 58,813 73,699 192 — 639 133,343
Depreciation — — — 76,281 — 76,281
Patient services 407,523 421,387 — 51,273 31,472 911,655
Other 7,316 16,096 — — — 23,412
TOTAL $ 1,166,094 | $ 698,124 54,768 | $ 127,554 | $ 35,459 | $ 2,081,999

NOTE 9: APPROPRIATIONS

The University receives state appropriations from the General Fund of the Commonwealth. The Appropriation Act specifies that such unexpended appropria-
tions shall revert, as specifically provided by the General Assembly, at the end of the biennium. For years ending at the middle of a biennium, unexpended
appropriations that have not been approved for reappropriation in the next year by the governor become part of the General Fund of the Commonwealth and
are, therefore, no longer available to the University for disbursements.

A summary of state appropriations received by the University and the University’s College at Wise, including all supplemental appropriations and rever-

sions, is provided in the chart below.

Appropriations (in thousands)

Original legislative appropriation per Chapter 847 $ 161,297

Adjustments
Financial Aid—General Fund 11,268
2008 Budget Reduction (9,157)
Eminent Scholars 2,934
SWVA Public Education Consortium 298
Salary increase 4,054
Allot funds for Engineering Telecommunications Project 775
Financial assistance for educational and general 6,324
Employee benefits 1,642
Miscellaneous educational and general 3,796
Reappropriate funds from UVa. to VIMS for Fishery (211

TOTAL $ 183,020
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NOTE 10: RETIREMENT PLANS

Employees of the University are employees of the Commonwealth. Substantially all salaried classified employees and research staff, 10 percent of faculty,
and 22 percent of Medical Center employees participate in a defined-benefit pension plan administered by the Virginia Retirement System (VRS). The VRS
does not measure assets and pension benefit obligations separately for individual state institutions. Information relating to this plan is available at the
statewide level only in the Commonwealth of Virginia’s Comprehensive Annual Financial Report (CAFR). The CAFR provides disclosure of the Commonwealth’s
unfunded pension benefit obligation at June 30, 2008. The Commonwealth, not the University, has overall responsibility for contributions to this plan.

Ninety percent of teaching, research, and administrative faculty, and 78 percent of Medical Center employees participate in Optional Retirement Plans.
The Faculty Retirement Plan is a defined-contribution plan to which the University contributes an amount established by statute. Faculty are fully vested
immediately. The Medical Center Retirement Plan is a defined-contribution plan to which the University contributes an amount determined by the Board of
Visitors. Medical Center employees are fully vested after one or two years of employment, depending on their date of hire.

Total pension costs under the Optional Retirement Plans were approximately $44 million, and contributions were calculated using base salaries of $496
million, for the year ended June 30, 2008. The contribution percentage amounted to 8.8 percent.

State employees may elect to participate in the Commonwealth’s Deferred Compensation Plan. Participating employees can contribute to the plan each
pay period, with the Commonwealth matching up to $20 per pay period. This dollar-amount match can change depending on the funding available in the
Commonwealth’s budget. The Deferred Compensation Plan is a qualified defined-contribution plan under section 401(a) of the Internal Revenue Code.
Employer contributions under the Deferred Compensation Plan were approximately $4 million for the fiscal year ended June 30, 2008.

NOTE 11: POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

The University participates in the Commonwealth of Virginia-sponsored Virginia Retirement System-administered statewide group life insurance program,
which provides postemployment life insurance benefits to eligible retired and terminated employees. The Commonwealth also provides health care credits
against the monthly health insurance premiums of its retirees who have at least fifteen years of state service. Information related to these plans is available
at the statewide level in the Commonwealth’s CAFR.

University of Virginia faculty members who participate in the Optional Retirement Plan receive $10,000 in retiree life insurance; Medical Center employees
who participate in the Optional Retirement Plan have a variety of retiree life insurance options depending on termination date and years of service. Benefit
provisions for this plan are established and maintained by the University under the authority of the Board of Visitors. This Optional Retirement Plan is a
single-employer plan administered by the University. The University does not issue stand-alone financial statements for this plan.

GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, calls for the measure-
ment and recognition of the cost of other postemployment benefits (OPEB) during the periods when employees render their services. The statement also
establishes more comprehensive disclosure for OPEB obligations. OPEB refers to postemployment benefits other than pension benefits and includes
postemployment health care benefits and other types of postemployment benefits if provided separately from a pension plan. The University implemented
GASB 45 prospectively as of June 30, 2008, with a zero net OPEB obligation at transition.

University employees who retire before becoming eligible for Medicare participate in the Retiree Health Plan, which mirrors the University’s Health Plan
for active employees, until they are Medicare-eligible. At that time, University retirees can participate in the Commonwealth’s Medicare Supplement Plan.

The contribution requirements of plan members and the University are based on projected pay-as-you-go financing requirements. For fiscal year 2008,
the University contributed $2,568,204 to the plan for retiree claims. Retirees receiving benefits contributed $2,983,967, or approximately 54 percent of the
total premiums, through their required contribution of $377 per month for retiree-only coverage and $772 per month for retiree- and spouse-coverage.

The University’s annual other postemployment benefit (OPEB) cost (expense) is calculated based on the annual required contribution of the employer
(ARC), an amount actuarially determined in accordance with the parameters of GASB Statement 45. The total cost of providing postemployment benefits is
projected, taking into account assumptions about demographics, turnover, mortality, disability, retirement, health care trends, and other actuarial assump-
tions. This amount is discounted to determine the actuarial present value of total projected benefits. The actuarial accrued liability (AAL) is the portion of
the present value of the total projected benefits allocated to years of employment prior to the measurement date. The unfunded actuarial accrued liability
(UAAL) is the difference between the AAL and actuarial value of assets in the plan.

Once the UALL is determined, the ARC is determined as the normal cost and the amortization of the UAAL. This ARC is compared to actual contributions
made and any difference is reported as the net OPEB obligation. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover
normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years. The following chart shows
the components of the University’s annual OPEB costs for the year, the amount actually contributed to the plan, and changes in the net OPEB obligation.

Summary of Valuation Results

Actuarial Accrued Liability by Category

Current retirees, beneficiaries, dependents and terminated vested members $ 9,175
Current active members 38,120
Adjust to June 30, 2007 687
Total actuarial accrued liability as of June 30, 2007 $ 47,982

Annual Required Contribution

Normal cost as of July 1, 2007 $ 3,656
Amortization of the unfunded actuarial accrued liability as of July 1, 2007 2,819
Total annual required contribution as of July 1, 2007 $ 6,475
Total annual required contribution as of June 30, 2008 $ 6,766

As of June 30, 2008, the University has not funded this retirement plan.
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Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of occurrence of events
far into the future. Amounts determined regarding the funded status of the plan and the required annual contributions of the employer are subject to con-
tinual revision as actual results are compared with past expectations and new estimates are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan (as understood by the University and the plan members) and
include the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-term volatility in
actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the calculations.

In the June 30, 2007, actuarial valuation, the University has elected to use the Level Dollar Entry Age method. The actuarial assumptions include a 4.5
percent investment rate of return, which is a blended rate of the expected long-term investment returns on plan assets and the University’s own investments
calculated based on the funded level of the plan at the valuation date, and an annual healthcare cost trend rate of 10 percent initially, reduced by decrements
to an ultimate rate of 5 percent after five years. Both rates include a 4 percent inflation assumption. The UAAL is being amortized as a level percentage of
projected payrolls on an open basis. The remaining amortization period at June 30, 2008, was twenty-nine years.

NOTE 12: SELF-INSURANCE

All University employees have the option to participate in the University’s self-funded, comprehensive medical care benefits program. The cost of medical
care is paid out of employee and employer contributions. The market value of investments at June 30, 2008, was $35 million. The estimated liability for out-
standing claims at June 30, 2008, was $11 million. The University has contracted with several third-party claims administrators: Southern Health Services,
Inc., for its medical claims; United Concordia for its dental claims; and CVS/Caremark for its pharmacy claims.

University employees are covered by a self-insured workers’ compensation benefits program administered by the Commonwealth of Virginia’s Department
of Human Resource Management. Information relating to this plan is available at the statewide level only in the Commonwealth’s CAFR.

The University’s Office of Risk Management manages all property and casualty insurance programs for the University, including the Health System and
the College at Wise. At present, most insurance coverages are obtained through participation in the state risk management self-insurance plans, which are
administered by the Virginia Department of the Treasury, Division of Risk Management. Risk management insurance includes property, boiler and machinery,
crime, employee bond (employee dishonesty), general (tort) liability, professional liability (includes medical malpractice), aviation and watercraft coverage,
and automobile liability. The University is self-insured for the first $100,000 of each property and boiler and machinery loss, and for physical damage on all
vehicles valued up to $20,000. The University also maintains excess crime/employee dishonesty insurance and insurance for physical damage on vehicles
valued in excess of $20,000. Separate insurance coverage is maintained as appropriate on subsidiary organizations owned by the Health System, such as
Community Medicine University of Virginia, L.L.C.

NOTE 13: FUNDS HELD IN TRUST BY OTHERS

Assets of funds held by trustees for the benefit of the University are not reflected in the accompanying Statement of Net Assets. The University has irrevocable
rights to all or a portion of the income of these funds, but the assets of the funds are not under the management of the University. The market value of the
funds held by trustees for the benefit of the University at June 30, 2008, was $140 million and income received totaled $6 million.

NOTE 14: COMMITMENTS

As of June 30, 2008, the University had outstanding construction contracts commitments of approximately $226 million.

The University has entered into numerous agreements to rent, lease, and maintain land, buildings, and equipment. With some of these agreements, the
University is committed under various operating leases for equipment and space. In most cases, the University has renewal options on the leased assets
for another similar term, and expects that, in the normal course of business, these leases will be replaced by similar leases. The total expense for the year
ended June 30, 2008, was approximately $31 million.

The University’s ongoing minimum commitments for operating leases for land, office and clinical buildings, and equipment are as follows:

Years Ending June 30 (in thousands) OBII:IE(?ASTEON

2009 $ 14,088
2010 8,897
2011 5,315
2012 3,263
2013 2,323
2014-2018 8,488
2019-2023 5,681
2024-2028 823
2029-2033 823
2034-2038 823
2039-2043 823
2044-2048 823
2049-2053 329
TOTAL $ 52,499
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LITIGATION
The University is a defendant in a number of legal actions. While the final outcome cannot be determined at this time, management is of the opinion that
the liability, if any, for these legal actions will not have a material effect on the University’s financial position.

NOTE 15: SUBSEQUENT EVENTS

Subsequent to June 30, 2008, the global financial and credit markets experienced some of the greatest turbulence in their history, resulting in significant
reductions in equity values and available credit. University management estimates the effect of these declines on its investment portfolio, including its
endowment, to be a decrease of approximately 11 percent, or $434 million, as of September 30, 2008.

The market value of the University of Virginia Investment Management Company’s (UVIMCO) Long-Term Pool is estimated at the end of each calendar
month. As of October 30, 2008, the actual market value for October was not yet available. UVIMCO utilizes a Policy Portfolio benchmark to represent the
globalinvestment opportunity set. Historically, the Long-Term Pool has outperformed this benchmark. From October 1, 2008, to October 24, 2008, the Policy
Portfolio benchmark decreased 20.52 percent.

The University has continued to remarket its Series 2003A variable-rate bonds and issue new commercial paper, and maintains sufficient liquidity to
meet the future remarketing risk for these instruments. Although the credit situation remains tenuous, the University has seen its variable remarketing rates
return to a level nearly on par with rates that existed prior to the credit crisis. University management and its board actively continue to monitor the changing
markets in order to maintain liquidity and best position the University’s assets for the future.
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Robert D. Sweeney, Senior Vice President for Development
and Public Affairs
Susan Carkeek, Vice President and Chief Human Resources Officer
William B. Harvey, Vice President and Chief Officer for Diversity
and Equity
James L. Hilton, Vice President and Chief Information Officer
R. Edward Howell, Vice President and Chief Executive Officer
of the Medical Center
Patricia M. Lampkin, Vice President and Chief Student Affairs Officer
Yoke San L. Reynolds, Vice President and Chief Financial Officer
Colette Sheehy, Vice President for Management and Budger
Thomas C. Skalak, Vice President for Research
James H. Aylor, Dean of the School of Engineering and Applied Science
Robert E Bruner, Dean of the Darden School of Business
Billy K. Cannaday, Jr., Dean of the School of Continuing
and Professional Studies
Steven T. DeKosky, M.D., Vice President and Dean of the School
of Medicine
Dorrie Fontaine, Dean of the School of Nursing
Paul G. Mahoney, Dean of the School of Law
Robert C. Pianta, Dean of the Curry School of Education
Karen Van Lengen, Dean of the School of Architecture
Meredith Jung-En Woo, Dean of the College and Graduate School
of Arts and Sciences
Carl P Zeithaml, Dean of the McIntire School of Commerce
Maurice Apprey, Dean of African American Affairs
John A. Blackburn, Dean of Undergraduate Admission
Allen . Groves, Associate Vice President and Dean of Students
Karin Wittenborg, University Librarian
David J. Prior, Chancellor of the University of Virginias
College at Wise

The Rector and Visitors

W. Heywood Fralin, Rector, Roanoke, Virginia

John O. Wynne, Vice Rector, Virginia Beach, Virginia
Daniel R. Abramson, Alexandria, Virginia

A. Macdonald Caputo, Greenwich, Connecticut

Alan A. Diamonstein, Newport News, Virginia

Susan Y. (Syd) Dorsey, Mechanicsville, Virginia

Helen E. Dragas, Virginia Beach, Virginia

Thomas E Farrell 11, Richmond, Virginia

Robert D. Hardie, Charlottesville, Virginia

Glynn D. Key, Washington, D.C.

Austin Ligon, Manakin-Sabot, Virginia

Vincent J. Mastracco, Jr., Norfolk, Virginia

Lewis E Payne, Charlottesville, Virginia

Don R. Pippin, Norton, Virginia

Warren M. Thompson, Vienna, Virginia

Edwin Darracott Vaughan, Jr., M.D., New York, New York
Adom Getachew, Student Member, Charlottesville, Virginia
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Financial Staff
Leonard W. Sandridge, Executive Vice President and
Chief Operating Officer
Yoke San L. Reynolds, Vice President and Chief Financial Officer
Colette Sheehy, Vice President for Management and Budger
Stephen A. Kimata, Assistant Vice President for Finance
and University Comptroller
David J. Boling, Associate Comptroller for Financial Reporting
and Analysis
Randall B. Ellis, Director of Financial Reporting
Laura N. Lingo, Manager of Financial Reporting

Internal Audit
Barbara J. Deily, Chief Audit Executive
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Consistent with federal and state law, the University
does not discriminate in any of its programs, proce-
dures, or practices on the basis of age, color, disability,
national or ethnic origin, political affiliation, race, reli-
gion, sex (including pregnancy), sexual orientation, or
veteran status. The University operates equal opportu-
nity and affirmative action programs for faculty, staff,
and students, including discriminatory harassment
policies and procedures. The University of Virginia is
an Equal Opportunity/Affirmative Action Employer. The
University’s Section 504 and American Disabilities Act
coordinator is Bradford K. Holland, University ombuds-
man (434-924-7819; ombuds@virginia.edu). Darlene
Scott-Scurry is the director of Equal Opportunity Pro-
grams and the Title IX coordinator in the Office of Equal
Opportunity Programs (434-924-3200; ds7sb@virginia.
edu). Both offices are in Washington Hall, East Range,
P.0. Box 400219, Charlottesville, VA 22904-4219.
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