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On the cover: The Frances C. Arri llaga Alumni

Center opened fall 2001. The 116,000-square-

foot center on Galvez Street features a two-story

“great hall” and other areas for visiting alumni. 

Funded through the generosity of the Arri llaga

family and several other alumni donors, i t honors

the memory of alumna Frances Arril laga, who

worked tirelessly on behalf of Stanford until her

death in 1995. (Photograph by Linda A. Cicero)

Enrollment (2001):  14 , 173

Undergraduate Students:  6 , 6 37

Graduate Students:  7, 5 36

Degrees Awarded (2000–2001):

Ba chelor’s:  1 , 676

Master’s:  2 , 086

Doctoral:  850

The Stanford Professoriate:  1 ,701

Nobel Laureates:  17

Pulitzer Prize Winners:  4

MacArthur Fellows:  2 3

National Medal of Science Recipients:  2 1

National Medal of Te chnology Recipients:  3

American Academy of Arts and Sciences Members:  2 19

National Academy of Sciences Members:  1 2 4

National Academy of Engineering Members:  8 2

American Philosophical Society Members:  4 1

National Academy of Education Members:  2 4

Wolf Foundation Prize Winners:  6

Koret  Foundation Prize Winners:  6

Presidential Medal of Freedom Recipients:  2
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This first year of the millennium has been a time of

e x t r a o rd i n a ry change and challenge—for Stanford

U n ive rs i t y, for the nation, and for the wo r l d . C a l i f o rn i a ’s

energy crisis led to rolling bl a c ko u t s ; the global economy

began a steady decline; and the dot-com juggern a u t

re t u rned to eart h . And on Tu e s d ay, September 11, t h e

world was shocked by unprecedented acts of terro r

against thousands of people going about their daily live s .

Some ye a r s offer more stability than others , bu t

the future always holds the potential for uncert a i n t y,

whether natural or man-made. C e rt a i n l y, this past ye a r

has been challengi n g . C h a l l e n g e s , h oweve r, also prov i d e

an opportunity for examining our goals and pri o ri t i e s

and assessing how those challenges should affect our

c o u rs e. In the face of both long-term evo l u t i o n a ry

changes and the more rapid revo l u t i o n a ry changes of the

past ye a r, the same question re m a i n s : H ow do we build a

u n ive rsity that lasts and continues to excel?

S t a n f o rd has always been clear in its pri o rities and

bold in its thinking. In October 2 000, we launched a

campaign to raise $ 1 billion for undergraduate educa-

t i o n . Thi s campaign, b e l i eved to be the largest eve r

d evoted exclusively to undergraduate education at any

college or unive rs i t y, is a clear statement of our pri o r i-

ties and the plan that we have been pursuing for nearly

a decade. G iven the revo l u t i o n a ry changes of this ye a r,

we might well ask ours e l ve s : What does it mean to go

B u i l d i n g  a  

U n ive r s i t y  

T h a t  L a s t s

f o r wa rd with a campaign at this time, and can we

a c h i eve our goals?  

The work that we are doing has never been more

i m p o rt a n t . S t a n f o rd , f rom the time of its founding, h a s

been about building future s . Just as our pre d e c e s s o rs

educated generations of leaders , re s e a rc h e rs , d o c t o rs ,

and teachers , the students we are educating today will

p l ay an important role in building a better world for the

generations to come. This campaign will ensure those

generations are g iven eve ry opportunity to do so.

F rom its earliest day s , S t a n f o rd has countere d

a d ve rsity with pers eve r a n c e. When Jane and Leland

S t a n f o rd ’s only child died, t h ey transformed their gri e f

into something positive by founding a unive rsity in his

n a m e. Soon after the Unive rsity opened its doors , L e l a n d

S t a n f o rd died. This event generated great economic

u n c e rtainty and strain for the new Unive rs i t y. Ja n e

S t a n f o rd demonstrated re m a r k a ble strength of will: N o t

only did she keep the doors open, she continued to

e nvision a better and stronger future. In July 1904, in her

last address to the Board of Tru s t e e s , she exhort e d :

“Let us not be afraid to outgrow old thoughts

and way s , and dare to think on new lines as

to the future of the work under our care.

Let us not be poor copies of other unive rs i-

t i e s . Let us be progre s s ive.”

M e s s a g e  f r o m  t h e  P r e s i d e n t

John L. H e n n e s s y
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T h roughout its history, this Unive r sity has met enor-

mous challenges, including two major eart h q u a ke s , a n d

t h r ive d . To d ay, S t a n f o rd i s a leader throughout the

world in teaching and re s e a rc h . Among the more than

1, 7 00 faculty members , t h e re are 17 Nobel laure a t e s ,

four Pulitzer Prize winners , and 21 recipients of the

National Medal of Science.Their re s e a rch initiatives have

a d vanced the fro n t i e rs of knowledge in fields rangi n g

f rom history to economics, f rom biomedical re s e a rch 

to information technolog y. Our innovations in under-

graduate education have generated both admire rs and

i m i t a t o rs . N ew initiative s , l i ke the Stanford Graduate

Fe l l owships and the Bio-X collaboration, h ave inspire d

o t h e rs to create similar progr a m s .

Resolute in our  commitment to excellence,

we re c ognize that such advances do not come fro m

standing s til l . The Campaign for  Undergr a d u a t e

Education supports programs that offer the wo r l d ’s

b r ightest students access to the best teachers and 

s c h o l a rs , p a rticularly through small classes and personal 

m e n t o ring re l a t i o n s h i p s . G iven the challenges f acing all

of us, the innovations we have made—and continue to

m a ke—in our undergraduate curr iculum have neve r

been more import a n t . Our commitment to provide an

e x t r a o rd i n a ry education to our students, who will go 

on to become future leader s of our country and the

wo r l d , is more critical than eve r.

For more than a century, our mission has  been

c o n s t a n t : to educate “ c u l t u red and useful citizens” f o r

the benef it  of  humankind. In his  l as t let ter  to

P resident Jo rd a n , Leland Stanford wro t e : “The imagi-

nation needs  to be cultivated and developed to assure

success in life. A man will never construct anything he

cannot conceive.”

If we are to educate the leaders of tomorrow, we

must cultivate intellectual curi o s i t y. The Campaign for

U n d e r graduate Education is an investment in cultiva t i n g

the imagination and cre a t ivity of the extraord i n a ry

u n d e r graduates who come to Stanford .

We have already begun to see the dividends fro m

our investments  in programs like Freshman a n d

S o p h o m o re  S em ina r s , O ve r s ea s  S tud ies , a n d

U n d e r graduate Research Progr a m s . Our re t u rn on that

i nvestment comes from the students whose lives we

change—students like Sulggi Lee. M s . L e e, a member of

the Clas s  of 199 8, m a j o red in Human Biology and

m i n o red in Latin  A m e r ican Studies. R e s e a rch dur i n g

ove r sea s  s tudy in  S ant iago, C h i l e , led to an

U n d e r graduate Research Opportunities grant and her

H o n o rs Research Thesis on the re s p i r a t o ry effects of

p a r ticulate air contamination. But more import a n t ,

M s . Lee noted:

“I learned to see academics as a gi f t , … I learn e d

to study just for the sake of learning and under-

s t a n d i n g . … Most of all, I learned a lot about

myself and gained the kind of self-confidence

that propels me forwa rd to this day.”

Jane and Leland Stanford transformed their gr ief into a

l iving gift that nu rt u res students like Sulggi Lee more

than a hundred ye a r s later. It is now our responsibility to

pass this gift on to future generations. We cannot pre d i c t

what discove r ies will come from our inve s t m e n t s , n o r

what roles our students will play after they gr a d u a t e.

N o n e t h e l e s s , just as Jane and Leland Stanford would be

i n c re d i bly proud of the re t u rn on their inve s t m e n t , I am

confident that we can and will be proud of the re s u l t s

f rom our investments in Stanford and from our steadfa s t

commitment to building a unive rsity that will endure

the test of time.

J O H N  L .  H E N N E S S Y

P re s i d e n t



T h e  C a m p a i g n  f o r  U n d e r g r a d u a t e  E d u c a t i o n

S U P P O R T I N G
S TA N F O R D ’ S  

H I G H E S T  P R I O R I T I E S

January 2001 >

When P residen t Jo hn Hennessy was  inaugu rated  i n

October of 2 0 0 0, he announced the five-yea r,  $ 1 b i l l i o n

Campaign for  Undergraduate Educati on, known as CUE.

CUE, bel ieved  to be the largest  f undra is ing campaign

devoted to underg raduate educat ion ever undertaken by a

col lege or univers i ty,  is a bold statement about Sta n f o r d ’ s

commitment to undergraduates.  

Most capital campaigns include bu i l d i n g s , but c ue i s

focused on people, p rogr a m s , and ideas—the ve ry

essence of Stanford . c ue is designed to ensure that

S t a n f o rd continues to provide its exceptional under-

graduate students with unr ivaled access to faculty and

with an important role in its re s e a rch mission.

C U E ’ S  O B J E C T I V E S  A R E :  

✦ $ 300 million to create the Stanford Endowment 

for Undergraduate Education. Among the targeted

p rograms is Stanford Intro d u c t o ry Studies, w h i c h

includes Freshman and Sophomore Seminars and other

s m a l l - group learning experi e n c e s .

✦ $ 300 million for endowed scholars h i p s , including $ 25 0

million to ensure that Stanford can continue to admit

students without re g a rd for their ability to pay — a

p rocess called “ n e e d - bl i n d ” a d m i s s i o n . S t a n f o rd is one of

only a handful of private u. s. colleges and unive rs i t i e s

that provide this guarantee.

✦ $ 300 million to support the full range of opport u n i t i e s

ava i l a ble to undergr a d u a t e s , including new and enhanced

p rograms in the schools of Humanities and Sciences,

E n gi n e e ri n g , and Earth Sciences, as well as in the

l i b r a ri e s , a t h l e t i c s , the Haas Center for Public Serv i c e,

O ve rseas Studies, and Stanford in Wa s h i n g t o n .

✦ $ 100 million for The Stanford Fund for Undergr a d u a t e

E d u c a t i o n , which provides need-based scholarships and seed

funding for ongoing curriculum and teaching innova t i o n s .

T HE YEAR IN RE V IE W

A LOOK BACK AT SELE CT ED

S TA NF O RD EVENTS DURIN G

T HE CA LENDAR YEAR 2001

F. W. D E KLERK, FORMER

PRESID ENT OF SOUTH

A FRI CA AND A NOBEL 

PRIZE WINNER, SPE A KS

ABOUT SOUTH AFRI CA’ S

PAST AND FU T URE 

TO A PAC KED KRES GE

AUD I TO RIUM AUD IEN C E .

WILLIAM HE WLE TT, AN 

A LUMNUS WH O SE VISI O N

HELPED BUILD STA NF O RD

IN TO ONE OF THE WO RLD’S 

PREEMINENT RE SEARCH 

UNI V ERSI T I ES, DIES JAN. 12.

M A RY PR ATT, PR O FESSOR 

OF SPA NISH AND

PO R T U GUESE, IS ELE CT ED

SE CO ND VICE PRESID EN T

OF THE MODERN LANGUAGE

A SS OC I ATION, A PO SI T I O N

T H AT WILL LEAD TO THE

PRESID EN CY.

D EBRA ZUMWA LT, A

S TA NF O RD ALUMNA AND

PA R T NER AT PILLSBURY

WIN T HROP LLP, IS NAMED

GENERAL CO UNSEL .

GENERAL MOTO RS FUNDS 

A $3 MILLION RESE A R C H

LAB IN THE SCHOOL OF

EN GINEERING FOR THREE

Y E A RS TO STUDY “WO RK

SYS T EMS ”—T HE WAY PE O-

PLE USE MAT ERI A LS AND 

INF O RM ATION TO CRE AT E

PR O D U CTS AND SER V I C ES .



C l o ckwise from the top: 

Among the students fea-

tured on the Campaign for

Undergraduate Education

( CUE) Web pages is Jason

Wa l k e r, Class of 2003. 

Says Wa l k e r, “When I was 

in high school, one of my

t e a chers warned me that

college professors wouldn’t

care whether or not I came

to class, and they wouldn’t

care if  I passed or failed.

So, that is what I was

expecting when I got here.

But, it’s not anything l ike

that at Sta n f o r d .” ✦ Th e

Wil liam and Flora Hewlett

Foundation’s record-

breaking $ 40 0 mill ion 

gift , which supports the

S chool of Humanities and

Sciences and CUE , w a s

announced during a noon-

time gathering in the Main

Q u a d r a n g l e . ✦ Wa l t e r

Hewlett, chairman of the

Hewlett Foundation, said the

gift honors his late father’s

devotion to Sta n f o r d .

H E W L E T T  G I F T  M A K E S  H I S T O R Y

The stunning news was delivered to the
campus community at a hastily sch e d u l e d
noontime gathering May 2 in the Main
Quadrangle. Upon being introduced by
President John Hennessy, Walter B.
Hewlett, chairman of the William and
Flora Hewlett Foundation, said simply:
“ The board of directors of the Wi l l i a m
and Flora Hewlett Foundation [has] unan-
imously approved a gift to Sta n f o r d
University of $ 40 0 m i l l i o n .” 

The crowd of several hundred facul-
ty and students—alerted to the event by
an e-mail promising an “unprecedented
historical announcement”—i n i t i a l l y
gasped in awe and then broke out in
applause. 

When Hewlett went on to say that
$ 30 0 million of the gift was for the
S chool of Humanities and Sciences
( H & S ) and $ 1 0 0 million for the Campaign
for Undergraduate Education, the gasps
and applause turned into susta i n e d
cheers.  At that time, it was the largest
single gift to an American college or 
u n i v e r s i t y. 

“ This gift honors my father, who
passed away in January, and honors 
his lifetime of philanthropy, his lifelong
devotion to Stanford,  and his passionate
belief in the value of a liberal arts educa-
t i o n ,” Walter Hewlett said, referring to 
his late father, the engineering pioneer

William R. Hewlett, who established 
the foundation in 1 966.

Although it is the largest of
S tanford’s seven schools, H & S h a s
strained its resources in recent years 
to remain competitive with the schools 
of liberal arts at comparable institutions.
The school offers 90 percent of the
University’s undergraduate instruction,
awards nearly half of the doctoral
degrees, and represents 4 1 percent 
of tenure-line faculty. The foundation’s
gift includes support for unrestricted
endowment and matching funds for 
designated priorities, including professor-
ships and graduate fellowships.
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R A NDA LL LI V IN GS TON, 

A STA NF O RD ALUMNUS 

A ND EXECUTIVE VICE 

PRESID EN T, CHIEF FIN A N-

CIAL OFFI C ER, AND DIRE C-

TOR OF OPEN TV, IS NAMED

VICE PRESID ENT FOR 

BU SINESS AFFA IRS AND

C HIEF FINANCIAL OFFI C ER .

LADO RIS CO RD ELL, 

A STA NF O RD ALUMNA 

A ND SANTA CLARA CO UN TY

JUDGE, IS NAMED VICE

PR OVOST AND SPE C I A L

CO UNSELOR TO THE 

PRESID ENT FOR CA MPU S

REL AT I O NS .

A STUDY OF LAKE TITICACA ,

CO- AU T H O RED BY GE O LOGY

PR O FESSOR ROBE R T

D UNBAR IN THE JOURN A L

S CIEN CE , D EM O NS T R AT ES

H OW NAT URE CAN PRODUCE 

SUD D EN, UNEXPE CT ED

C LIM ATE CHANGE S THAT

A FFE CT THE E N T IRE PL A NE T.

PRESID ENT HENNESSY AND

EI GHT OT HER RESE A R C H

UNI V ERSI TY PRESID EN T S

AGREE TO WO RK TOWA RD

GEND ER EQUA LI TY FOR

WO MEN FAC ULTY IN SCI-

ENCE AND EN GINEERIN G .

A LUMNA LINDA MEIER

RE C EI V ES THE “DEGREE 

OF UN CO MMON WO M A N ,”

T HE UNI V E RSI TY’S HI GHES T

HONOR, FOR EX T R AO RD I-

N A RY SER V I C E .

PSYC H O LOGY PR O FESS O R

J O HN GABRIELI AU T H O RS

A STUDY IN NEUR O REPO RT

T H AT SH OWS CHILD REN

SUFFERING FROM DYSLEXI A

H AVE A BI O LOGI CAL 

D ISRUPTION IN HOW THEIR

BR A INS ARE WIRED FOR

L A N GUAGE AND RE A D IN G .

M E E T  T H E  S T U D E N T S

The Campaign for Undergraduate Education
Web pages (http://cue.stanford.edu) have 
provided alumni and others with opportuni-
ties to meet, read the online journals of, and
e x change e-mail messages with the students
their gifts benefit. Below are comments from 
two featured students.

K ATE  P E DAT ELLA ,  CL AS S O F 2003

“It’s such an amazing feeling to be taught 
by someone who wrote the textbook,”
Pedatella says of her Freshman Seminar,
“ Saints: The Rhetoric of Religious Pe r f e c t i o n ,”
taught by French Professor Brigitte Cazelles.
“I’ll never get over that! What made the 
class so rewarding was that Professor
Cazelles always seemed to value our opin-
ions so much. Obviously she’s a world-
renowned scholar in her field, but she 
sought our thoughts about what she’d writ-
ten. She made us feel that, despite our age, 
we knew something or had the potential 
to know something.”

TO N Y  S U N G ,  C L AS S  O F  2 0 0 4

“One of the best parts of Sophomore College
was the opportunity to spend so much time
with a respected faculty member in nontradi-
tional settings. Professor [Richard] Zare
would often share our meals, eating every
l u n ch with us and twice inviting us to his
home for dinner. His office door is open 
even on weekends, and conversations are 
not limited to science. I feel privileged to be
at Stanford, where professors like Rich a r d
Zare are the rule rather than the exception
and gifts of learning are freely passed on to
later generations.”

February 2001 >

c ue builds on the renaissance in undergraduate programs at

S t a n f o rd during the past decade. Most of these progr a m s ,

including Stanford Intro d u c t o ry Studies, we re funded

t h rough Unive rsity seed money or expendable gi f t s . F ro m

199 4 to 2 001, the Unive rsity increased its budget for these

i n i t i a t ives from $ 4 million to $ 17 m i l l i o n . c ue seeks gifts to

the endowment to make these enhancements perm a n e n t

p a rts of the Stanford undergraduate progr a m .

When Stanford announced the campaign, $ 4 2 9

million in g ifts and pledges already had been commit-

t e d . S ix months  l ater, c ue passed the halfway mark.

At the end of  the 2 000 – 2 001 fiscal ye a r, c ue t o t a l e d

$ 6 39 m i l l i o n. Among the g i f ts  accelera t ing the 

c a m p a i g n ’s progress was  a $ 100 million gi f t — p a r t o f a

larger $ 4 00 million g i f t — f rom the Hewlett Fo u n d a t i o n

(see accompanying story ) .

The c ampai gn bu i l ds on the wo rk of the

Commission on Undergraduate Education, appointed 

in 1993 by President Gerhard Casper. The commission’s

re p o rt led to the creation of the programs that c ue i s

designed to support .

In the fa l l , S t a n f o rd began offer ing c ue- re l a t e d

events—called “Think Again”—in cities throughout the

c o u n t ry to br ing the current undergraduate experience to

life for alumni, p a re n t s , and fr i e n d s .
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T HE BOA RD OF TRU S T EES

SETS RAT ES FOR UND ER-

GR A D UATE TUITION, ROO M ,

A ND BOA RD FOR 2001 – 2 0 0 2

REFLE CT ING A 5.4 PER C EN T

IN C RE A SE OF PRE V I O U S

R AT ES. THE BOA RD

A LSO IMPR OV ES TH E

UNI V ERSI TY’S FIN A N C I A L

A ID PR OGRAM FOR THE

F O URTH YEAR IN A ROW.

BI OCO MPU TATION, WHI C H

U SES POWERFUL CO MPU T-

ERS TO SOLVE CO MPLEX

PR O BLEMS IN THE BI O-

S C IEN C ES, TA KES A GI A N T

LEAP FORWA RD WITH THE

INS TA LL ATION AT THE GAT ES

BUILD ING OF AN SGI ORI GIN

3800 SUPER CO MPU T ER .

T HE RE V. SCOTTY MCLENN A N

IS INS TA LLED 

AS THE NEW DEAN FOR 

RELI GIOUS LIFE .

E CO N O MICS PR O FESS O R

J O HN B. TAY LOR IS NOMI-

N AT ED BY PRESID EN T

GE O R GE W. BU SH TO BE

UND ERSE C RE TA RY OF 

T HE TRE A SURY FOR IN T ER-

N ATIONAL AFFA IRS .

GE O LOGIST MARK 

Z O B ACK THE O RIZES IN 

T HE JOURNAL GE O LO GY

T H AT THE CO N T INUIN G

REB O UND ING OF PAST 

GL AC IERS CO N T RIBU T ES

TO EARTHQUA KES TO DAY.

PEHONG CHEN, FOUND ER

A ND CEO OF BR OA DV ISI O N ,

A ND HIS WIFE, ADELE ,

DO N ATE $15 MILLION TO

ES TA BLISH A NEW INS T I-

TUTE FOR THE STUDY OF

PA R T I C LE ASTROPH YSI C S

A ND CO SM O LOGY.

M a r ch 2001 >

U n d e r g r a d u a t e  E d u ca t i o n

C O N T I N U I N G
T H E  R E N A I S S A N C E

Undergraduate educa tion at  Stanford has been v ir tually t rans-

formed since the Commiss ion on Undergraduate Educat ion

concluded i ts comprehensive rev iew in 1 994. Dur ing the past

several  years , under the purview of the new office of  the vice

provost for  undergraduate educat ion,  Stanford has intensif ied

small -group learning exper iences for freshmen and sopho-

mores  through such programs as:

✦ F reshman and Sophomore Seminars , limited to 16 s t u d e n t s ,

which are taught by tenu re-line pro f e s s o rs , including those

f rom Stanford ’s law, bu s i n e s s , and medical schools;

✦ S o p h o m o re Dialog u e s , which enroll no more than five 

students in an intensive course of directed re a d i n g ;

✦ S o p h o m o re College, which is a two - week residential 

academic program for re t u rning sophomores held just 

p rior to the start of the school year and featur ing an inten-

s ive learning experience in a class with just 12 s t u d e n t s ;

✦ F re s h m a n - S o p h o m o re College, which brings together 180

f reshmen and sophomores in one living area for a two - ye a r

p rogram combining courses offered in the residence with

special programs led by faculty and advising staff; a n d

✦ I n t roduction to the Humanities, which builds a foundation

d u ring the freshman year for the study of human 

t h o u g h t , va l u e s , and culture.

In addition, re s o u rces have been committed to enhancing

w riting education through the creation of a new wri t i n g

center and expansion of the wr iting re q u i rement to

include rhetoric and oral commu n i c a t i o n .

With many of these initiatives successfully under-

way, S t a n f o rd ’s attention has turned to the exper ience of

j u n i o rs and seniors . R e s e a rch opportunities have been

augmented and major fields of studies stre n g t h e n e d .

In Ja nu a ry, Vice Provost for Undergr a d u a t e

Education John Bravman announced new faculty grants 

for independent study and re s e a rch designed to enhance

re s e a rch opportunities for undergr a d u a t e s . The grants fa l l

under a new organization called Undergraduate Researc h

P rograms that places all such progr a m s —including the

highly successful Undergraduate Research Opport u n i t i e s

J O HN CIOFFI , ALICE GAST, AND

AMOS NUR ARE ELE CT ED TO 

T HE NATIONAL ACA D EMY OF

EN GINEERING, ONE OF THE HI GH-

EST PR O FESSIONAL DIS T IN C-

T I O NS ACCO RD ED EN GINEERS .



C l o ckwise from the top:

Jo Bo a l e r, associate 

professor of education, 

is among the faculty

members whose research

group welcomes under-

graduates, including

Hermione Giffard, 

Sean Whalen, and Lisa

Yi u . ✦ Jamie Hui and

Terence Chia were 

among the students pur-

suing research during 

the Summer Research

College. Hui is sequenc-

ing genes that may be

involved in basal cell  

carcinoma, while Chia

studied a fluorescence

catheter that detects

plaque in arteries or 

cancer cel ls in intestines.

Chia calls the Summer

R e s e a r ch College a 

“very horizon-broadening

experience. During the 

d a y, you go to the lab

and do research. Yo u

come back and talk to

people who have diverse

interests and are very

passionate about them.”

T H E  P O W E R  O F  U N D E R G R A D U A T E  R E S E A R C H

One of the first new faculty grants 
for Stanford undergraduate research ,
announced recently by Vice Provost John
Bravman, was awarded to Jo Bo a l e r,
associate professor of education (see
photo above top). She worked with three
undergraduates to evaluate the effective-
ness of mathematics teaching at three
area high schools. 

“ They were fanta s t i c ,” says Boaler 
of her undergraduate assistants. As a
member of a graduate faculty, Bo a l e r
doesn’t interact as much as she would
like with undergraduates. Her research
project, which also includes doctoral
r e s e a r ch assistants, follows about 1 , 0 0 0

students over four years of high sch o o l ,
e xamining qualitative and quantita t i v e

d a ta as the students go through different
mathematics programs. 

“I was really impressed with the
undergraduates’ insights,” she says. 
“I didn’ t necessarily expect them to be 
as good as they were.”

The admirat ion was mutual, accord-
ing to sophomores Sean Whalen and
Hermione Giffard. 

“It was the first  research project
I’d ever been on, so it was interesting to
be in a situation where you don’t  know
the outcome of your experiment ,” sa y s
Whalen. “In most situations in school, for
e xample, all the problems presented are
ones that  have definite solutions that
someone has already calculated. Wo r k i n g
with Professor Boaler was very different.”

He adds, “I really liked working in 
a small group. I liked how much responsi-
bility they gave us. I wasn’t expecting 
to be so integral to the group, but they
really got us involved in directing the
path of the study.”

Says Giffard, “The best th ing that
I’ve gotten from th is project is an ent ic-
ing view into issues affecting teach i n g
and learn ing—how best to do each 
and how the two affect one another.  It
broadened my worldview and ch a n g e d
many of my preconceptions.”

P. 7



S U M M E R  R E S E A R C H  
C O L L E G E  E X P A N D S

Now in its second year, Stanford’s Summer
R e s e a r ch College ( SRC ) gives undergradu-
ates pursuing research an opportunity to
build a community among students with
similar interests.

Linking the many department-based
r e s e a r ch programs for undergraduates, 
the SRC makes summer research feasible
through housing subsidies. The eight- to 
1 0-week program follows the models of
Honors College and Sophomore College,
both of which have combined residential
and academic life.

In addition to performing their
r e s e a r ch dut ies, students meet each
week to give short presentations about
their  work, exposing each other to sub-
jects as diverse as infant language pro-
cessing, beliefs about i llness in Ghana,
and proteins that  protect the heart . 

“ The goal is to allow students to 
experience research over a concentrated
period of time,” says Susan Brubaker-Cole,
director of undergraduate research pro-
grams in the Office of the Vice Provost  for
Undergraduate Education. “They learn what
kinds of questions researchers ask and
what counts as legitimate evidence.” A few
co-author papers with faculty members. 

P s y chology Professor Russell Fe r n a l d
mentored four students through the SRC.
He lauds the energy undergraduates bring
to the lab. “They have a willingness to work
hard, to ask questions, and they don’t have
preconceptions. And, they see how slow it
is to find new knowledge—it gives them
another perspective.”
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A SS OC I ATE PR O FESSOR OF

C HEMIS T RY CHRIS TO PHER

C HID SEY REPORTS IN

S CIEN CE T H AT HE AND 

HIS STUD ENTS HAVE 

SY N T HESIZED A MAT ERI A L

T H AT WILL BE IMPO R TANT 

IN FU T URE APPLI CAT I O NS

OF NANOT E C HN O LOGY.

T HE UNI V ERSI TY MAKES

O FFERS OF ADMISSION 

TO 2,406 FOR THE 1,60 0 -

S T UD ENT CLASS OF 2005—

A CLASS THAT WILL 

BE AMONG STA NF O RD’S 

MOST DIVERSE .

H OWA RD WO LF IS 

A PPO IN T ED PRESID ENT 

OF THE STA NF O RD

A LUMNI ASS OC I AT I O N .

JUNIOR DO N A LD MAT SUDA

IS AMONG 80 STUD EN T S

N AT I O NWIDE AWA RD ED

T RUMAN SCHOLARSHIPS .

SHARON LONG IS 

A PPO IN T ED THE 

V ERNON R. & LYSBE T H

WA RREN AND ERSON 

DEAN OF THE SCHOOL 

OF HUM A NI T IES AND

S C IEN C ES .

T HE HE WLE TT 

F O UNDATION PLEDGES

S TA NF O RD $400 MILLION 

IN UNRES T RI CT ED

ENDOWMENT FUNDS. 

AT THAT TIME, IT IS 

T HE LARGEST PLEDGE 

TO A UNI V ERSI TY.

p rogram—under one umbre l l a .D u ring the 2 000 - 01 a c a d e m-

ic ye a r, the office gave $ 1. 47 million for programs invo l v i n g

7 95 s t u d e n t s .

“This ties students more into the central mission 

of scholarship of the Unive rsity in a way that many fa c u l-

ty and students find extremely rewa rd i n g ,” B r avman say s .

“The non-classroom component of a Stanford education

can be as important as anything done in a classro o m .”

A M O N G  T H E  I N I T I A T I V E ’ S  N E W  P R O G R A M S  A R E :  

✦ grants that allow undergraduates to work indiv i d u a l l y

with faculty mentors , p roviding a bridge between intro-

d u c t o ry course work and more advanced independent

study during the junior and senior ye a rs ;

✦ expansion of a similar program that makes funding

ava i l a bl e for department-based undergraduate re s e a rc h

o f f e ri n g s ; a n d

✦ Summer Research College, which expanded f rom 

7 0 students in its pi lot year last year to 165 students in

2 001. The college allows students who have secure d

summer re s e a rch positions to live together in a dorm

with a significant portion of their room and board costs

s u b s i d i z e d . Social activities provide a scholarly commu-

nity for the students.

In addition, to strengthen the major, the Faculty Senate

a p p roved guidelines for compre h e n s ive rev i ews of all

u n d e r graduate degre e - granting programs eve ry six to

eight ye a rs .

April 2001 > May 2001 >
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W.S. DI PIERO, PR O FESS O R

OF EN GLISH, ROEL A ND

NU SSE, PR O FESSOR OF

D E V ELO PMEN TAL BI O LOGY,

A ND W.E. MOERNER, PR O-

FESSOR OF CHEMIS T RY,  

A RE ELE CT ED FELLOWS OF 

T HE AMERI CAN ACA D EMY

OF ARTS AND SCIEN C ES .

T HE REN OVAT ED THOMAS

WELTON STA NF O RD ART

G A LLERY RE O PENS WI T H

T HE 2001 MASTER OF 

FINE ARTS EXHIBI T I O N .

FOR THE FIRST TIME IN 

T HE NATION, HUMAN 

C ELLS COA XED IN TH E 

L A B O R ATO RY TO BE CO ME

NEUR O NS ARE IMPL A N T ED

IN TO THE BR A IN OF A

S T R O KE - IMPA IRED MAN

UND ER A TRIAL DIRE CT ED

BY NEUR O SUR GEON GARY

S T EINBER G .

PR O FESS O RS DAV ID M.

KENNEDY, JAMES SHEEH A N ,

A ND JAMES MARCH ARE

N A MED TO THE AME RI CA N

PHILO S O PHI CAL SOC IE TY.

N OV ELIST DO R OT H Y

A LLISON SPE A KS AS 

PART OF THE 2001 

TA NNER LE CT URES 

IN HUMAN VA LUES .

T HE CA MPUS SAYS 

G OO D- BYE IN WHITE 

PLAZA TO JAMES MONTOYA ,

O U TG O ING VICE PR OVO S T

FOR STUD E NT AFFA IRS .

PH YSI C IST CHARLES

PRES COTT AND BI O LO-

GIST CHRIS TO PHER 

FIE LD ARE ELE CT ED TO

T HE NATIONAL ACA D EMY 

OF SCIEN C ES .

R e s e a r c h  a n d  S ch o l a r s h i p

R E L E N T L E S S LY

P U R S U I N G
N E W  K N O W L E D G E

As one of the nation’s leading research universi ties, S ta n f o r d

has been at  the forefront of  d iscovery  and innovat ion, par-

t ic ipat i ng,  for  i nstance,  in the creat ion and appl icati on of

the in formati on technology and biotechno logy revolut ions.  

S t a n f o rd scholars and re s e a rc h e rs have been credited 

with creating the process for recombinant dna c l o n i n g ,

p e r f o rming the first heart transplant in North A m e ri c a ,

p roducing the discove r ies that have led to magnetic re s o-

nance imagi n g , and inventing new laser technolog y, mu s i c

s y n t h e s i z e rs , and the global positioning system.

Fo l l owing are some of the ongoing efforts thro u g h

which Stanford re s e a rc h e rs and their graduate and under-

graduate  students are contri buting to scholarship and

society today.

Enhancing biomedical re s e a rch Biomedical re s e a rch is

being strengthened with the construction of the James H.

Clark Center for Biomedical Engi n e e ring and Sciences.

The Clark Center is at the core of an initiative — k n own 

as Bio-X—that brings together the biosciences, p hysical 

s c i e n c e s , m e d i c i n e, and engi n e e ring to focus on interd i s c i-

p l i n a ry biomedical re s e a rc h .

Unlocking the human genome S t a n f o rd teams invo l ved 

in the International Human Genome Sequencing

C o n s o rtium joined colleagues this year to announce the

analysis of the human genome sequence—the 3 b i l l i o n

dna l e t t e rs that comprise the complete set of human

g e n e s . The teams we re headed by geneticists Richard

M ye rs and Ronald Dav i s .

C reating engi n e e ring marve l s The School of Engi n e e ri n g

has a widespread reputation for innova t i o n .Among its most

recent contri butions are a microphone arr ay necklace that

i n c reases speech discernment for the hearing impaire d , a n

i n n ova t ive camera that uses a single chip and pixe l - l eve l

p rocessing to render enhanced images, and a low - c o s t

magnetic resonance imaging scanner that provides better

contrast in soft tissue compared to other imaging tech-

n i q u e s . S t a n f o rd faculty are also among the most widely



H O PKINS MARINE 

S TATION OPENS THE 

S TAT E -O F -T HE-ART 

M A ZIA MI C R O S CO PY

C EN T ER .

T HE UNI V ERSI TY

C ELEBR AT ES THE 20TH

A NNI V ERS A RY OF THE

N ATION’S FIRST PR OGR A M

IN FEMINIST STUD IES .

AT HLETICS DIRE CTOR 

T ED LEL A ND ACC EP T S

S TA NF O RD’S SE V EN T H

SE A RS DIRE CTO RS CUP 

AS THE NATION’S TO P

D I V ISION I CO LLE GE

SPORTS PR OGR A M .

S TA NF O RD ALUMNA 

CA RLY FI O RINA, CEO 

OF HE WLE TT- PAC K A RD ,

A D D RESSES 29,000 

PE O PLE AT THE 

110TH CO MMEN C EMENT 

C EREM O NIES .

E CO N O MICS PR O FESS O R

A NNE KRUE GER IS

A PPO IN T ED FIRST DEPU TY

M A N AGING DIRE CTOR 

OF THE IN T ERN AT I O N A L

M O NE TA RY FUND .

A LONG WITH THE PRESI-

D ENTS OF 27 OT HER 

INS T I T U T I O NS, PRESID EN T

HENNESSY ENDO RSES

PRIN C IPLES AIMED AT

ENSURING FINANCIAL 

A ID IS DIS T RIBU T ED FA IRLY

TO STUD ENTS BASED ON

T HEIR LE V EL OF NEED .

June 2001 >

re c ognized pioneers in nanotechnolog y, p a rticularly in such

a reas as micro s c o py, m i c ro s e n s o rs , and nanomateri a l s .

U n d e rstanding the importance of sleep S t a n f o rd faculty such as

William Dement have long been at the fore f ront of the study of

s l e e p. E m m a nuel Mignot, d i rector of the Center for Narc o l e p s y,

recently identified the gene that causes narc o l e p s y. O t h e r

re s e a rc h e rs are now working to make sense of a link betwe e n

a p n e a , a common sleep disord e r, and A l z h e i m e r ’s disease.

Rethinking A m e rican history S t a n f o rd ’s A m e rican historians are

among the most re c og n i z e d , including Pulitzer Prize winners

D avid Kennedy and Jack Rakove. Ke n n e d y ’s Freedom from Fear

is a compre h e n s ive history of the Great Depre s s i o n , the New

D e a l , and World War II. R a kove ’s O riginal Meanings: Politics and

Ideas in the Making of the Constitution challenges ‘ o ri gi n a l i s m ’ as 

a method of interp reting the framers ’ i n t e n t i o n s .

P robing the unive rse  S t a n f o rd re s e a rc h e r s are among scien-

tists worldwide seeking a better understanding of the funda-

mental p a rticles of matter and the nature of the unive rs e.

The international BaBar Collaboration at the Stanford

Linear Accelerator Center released initial results on the

b e h avior of subatomic par ticles known as B mesons. T h e i r

e x p e r iments provide clues about why our unive rse contains

m o re matter than antimatter. At the Hansen Exper i m e n t a l

P hysics Laboratory, p hysicists invo l ved in Gravity Probe B

a re pre p a r ing to launch into space an exper iment testing

E i n s t e i n ’s theory of re l a t ivity in 2 00 2.

Pushing the humanities envelope S c h o l a rship in the humani-

ties is expanding because of the Stanford Humanities

L a b o r a t o ry ( sh l ) . sh l p rovides seed money to collaborative,

C H Y B A  A W A R D E D
M A C A R T H U R  F E L L O W S H I P

Christopher Chyba, a prominent astro-
biologist, former White House security
adviser and co-director of the Sta n f o r d
Center for International Security and
Cooperation ( CIS AC ) , was one of 2 3

people awarded a 2 0 0 1 fellowship from
the John D. and Catherine T. MacArthur
Fo u n d a t i o n .

Chyba, an associate professor
( r e s e a r ch) of geological and environ-
m e n tal sciences, becomes the 2 3r d
S tanford winner of the so-called “genius
a w a r d .” In granting the fellowship, the
foundation cited Chyba’s “passion for
u n d e r s tanding life on Earth and for 
protecting human civilization from 
s e l f - d e s t r u c t i o n ,” as well as his recent
work focusing on “the relationship
between preparing for biological terror-
ism and improving public health.”

The unrestricted fellowships are 
given to talented individuals who have
demonstrated extraordinary originality.
E a ch recipient receives a $ 500,000 

“ n o - s t r i n g s - a t ta ched” stipend.
During the Clinton administration,

Chyba served as director for environ-
m e n tal affairs for the National Security
Council and as energy liaison for 
the White House Office of Science 
and Te ch n o l o g y. In February 2 0 0 0, 
he became co-director of CIS AC—
part of Stanford’s Institute for
International Studies—w h i ch brings
together scholars, policymakers, and
other experts to focus on international
security questions.
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Christopher Chyba
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C l o ckwise from the upper

left-hand corner:

P s y chology professor Brian

Wandell and Electrical

Engineering faculty member

Abbas El-Gamal and their

students have developed

a camera-on-a-chip that 

captures images at 

10,000 frames per second,

processes one bil lion pixels

per second, and sets a

record for continuous imag-

ing. ✦ A. Michael Spence,

the Philip H. Kn i g h t

Professor Emeritus and for-

mer dean of the Graduate

S chool of Business, shared

the 2001 Nobel Memorial

Prize in Economic Sciences

for his work in information

economics (see story

below). ✦ The work  of biol-

ogist Barbara Block of the

Hopkins Marine Station is

inf luencing international

marine conservation efforts.

A  N O B E L  P R I Z E  F O R  S P E N C E  A N D  S T I G L I T Z

A. Michael Spence (photo top right), 
the Philip H. Knight Professor Emeritus 
and the former dean of the Graduate
S chool of Business, and Joseph Stiglitz, 
a professor emeritus of economics now 
at Columbia, were awarded the 2 0 0 1

Nobel Memorial Prize in Economic
Sciences. They shared the $ 1 million 
prize with George Akerlof of the University
of California at Berkeley. Stanford is now
home to 17 living Nobel laureates.

The Royal Swedish Academy 
of Sciences awarded the prize for the
trio’s work in information economics. In the
1 970s, the laureates laid the groundwork
for a theory about markets with so-called
“asymmetric” information. Their work
explained how agents with differing
amounts of information affect many kinds
of markets. In its announcement, the Royal
Swedish Academy of Sciences said that

the winners’ contributions “form the core
of modern information economics.”

Their work has led to real-world 
applications in areas ranging from agricul-
tural markets to modern financial markets,
according to the academy.

P. 1 1
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CO NS T RU CTION WO RKERS

AT BUILD ING 160—T HE

WA LLENBERG GLO B A L

LE A RNING CEN T ER—

D IS COV ER A FORGOTT EN

T IME CA PSULE BURIED 

BY JANE STA NF O RD MORE

THAN A CEN T URY AG O .

N ATURE MED I CINE

FE AT URES A STUDY BY

RESE A R C HERS LED BY 

J O HN COO KE, ASS OC I AT E

PR O FE SSOR OF CA RD I OVA S-

C ULAR MED I C INE, THAT

SH OWS NI COT INE PR O-

M OT ES TH E GR OWTH OF

NEW BLOOD VESSELS .

A N T HR O PO LOGIST 

J O HN RICK AND HIS 

S T UD ENTS UNEARTH 

3 , 0 0 0 -Y E A R -O LD

S T R O M BUS SHELLS 

AT THE ANCIENT 

PERUVIAN CEN T ER

C H AV IN DE HUA N TA R .

S C IEN T ISTS FR O M

S TA NF O RD AND SE V EN

EUR O PEAN AND CA N A D I A N

INS T I T U T I O NS ANN O UN C E

IN S CIEN CE T HE DECO D IN G

OF THE GEN O ME OF 

A MI C R O BE PR OV ID ING

AN ESSENTIAL SOURCE 

OF NI T R OGEN .

GENE AWA KUNI, 

VICE PRESID ENT FOR 

S T UD ENT SER V I C ES AT

CO LUMBIA UNI V ERSI TY, 

IS NAMED VICE PR OVO S T

FOR STUD ENT AFFA IRS .

TO PR OT EST PRE SID EN T

GE O R GE W. BU SH’S PO LI CY

ON STEM -C ELL RESE A R C H ,

EN T REPRENEUR JIM CLARK

SU SPENDS PAY MENT OF $60

MILLION OF HIS $150 MIL-

LION PLEDGE FOR

S TA NF O RD’S NEW PR OGR A M ,

BI O-X .

July 2001 > August 2001 >

Leading in digital-age law S c h o l a rs at the School of Law

h ave made a major effort to be the leaders in technolog y -

related law re s e a rch and teaching through the L aw, S c i e n c e

& Te c h n o l ogy Program and the new Center for Intern e t

and Society. Among them is Law rence Lessig, whose book,

Code and Other Laws of C y b e r s p a c e, s t i rred debate thro u g h

its exploration of how the arc h i t e c t u re of computer net-

works affects basic libert i e s . Another scholar, John Bart o n , i s

heading an international commission investigating how

intellectual pro p e rty rules affect developing nations.

Focusing on writing S t a n f o rd has long been re c ognized for

its wr iting progr a m s , p a rtly because of the Cre a t ive W ri t i n g

P rogram founded by Wallace Stegner more than 5 0 ye a rs

a g o. Two new gifts to the endowment support a visiting

p rose writer and visiting poet eve ry ye a r.

Highl ight ing env i ronmenta l re s e a rc h S t a n f o rd has

launched the Env i ronmental Initiative to bring tog e t h e r

the work of some 56 faculty working in 15 a reas related to

the env i ro n m e n t . S t a n f o rd is particularly strong in env i ro n-

mental law, population studies, g e o c h e m i s t ry, c l i m a t e

c h a n g e, a gr icultural sustainability, energy policy, b i o d ive r-

s i t y, and world health.

E x p l o r ing the worlds of mu s i c For all their stylistic differ-

e n c e s , the composition faculty in the Department of Music

s h a re international re c og n i t i o n . Last ye a r ’s performances of

S t a n f o rd composer s cove red cities around the globe.

Melissa Hui’s soundtrack for the Oscar-nominated

National Film Board of Canada documentary S u n rise Ove r

Tiananmen Square was heard worldwide at film festiva l s .

i n t e rd i s c i p l i n a ry projects whose results are considered non-

t r a d i t i o n a l . For instance, d p R e s e a rc h :A Digital Pe r f o rm a n c e

Jo u rn a l , is exploring and expanding the notion of perform-

a n c e. The project will result in a Website that is a cro s s

b e t ween an online journal and exhibition space.

Studying disease at a cellular level Molecular and

genetic medicine are among the specialties of Stanford

re s e a rc h e rs who search for the root causes of disease.

Among them is biochemist Pa t r ick Brow n , a re s e a rc h e r

at the Howa rd Hughes Medical Institute, whose wo r k

with dna m i c ro a rr ays was singled out by the National

Cancer Institute as re p resenting the best hope for 

cancer diagnosis and tre a t m e n t .

C o n s e rving the ocean’s re s o u rc e s S t a n f o rd ’s Hopkins

M a rine Station is the oldest marine laboratory on the

A m e rican Pacific Coast. Among the re s e a rc h e rs seeking a

better understanding of the mar ine world is biologi s t

Barbara Block, who works with the Tuna Research and

C o n s e rvation Center, a joint project of Hopkins and the

M o n t e rey Bay A q u a ri u m . Her re s e a rch could affect intern a-

tional efforts to conserve the bluefin tuna, whose nu m b e rs

h ave sharply declined.

Biomedical research

is being strengthened

with the construction

of the James H. Clark

Center for Biomedical

Engineering and

Sciences. 



GR O UND IS BR O KEN 

FOR THE NEW CEN T ER

FOR CA N C ER TRE AT MEN T,

WHICH IS SCHED ULED 

TO BE CO MPLE T ED IN 

T HE SUMMER OF 2003.

COIT “CHIP” BL AC KER ,

D EPU TY DIRE CTOR OF 

T HE INSTITUTE FOR

IN T ERN ATIONAL STUD IES, 

IS AWA RD ED THE LAUR A N C E

A ND NAO MI CA RPEN T ER

H OAGL A ND PRIZE 

FOR UND ER GR A D UAT E

T E AC HIN G .

T HE TAUBE FA MILY

F O UNDATION CO MMITS $2.5

MILLION TO ENDOW TH E

TAUBE CEN T ER FOR JE WISH

S T UD IES. THE CEN T ER WILL

GIVE THE PR OGRAM IN

JE WISH STUD IES MORE

O PPO R T UNI TY TO EXPA ND

ITS CURRI C ULUM, ORGANIZE

CO NFEREN C ES, AND FUND

RESE A R C H .

AN EN V IR O NMEN TA L

INI T I ATIVE IS ANN O UN C ED

TO UND ERS CO RE THE

UNI V ERSI TY’S LE A D ERSHIP

IN EN V IR O NMEN TA L

RESEARCH AND ED U CAT I O N .

REUNION DRAWS A

RE CO RD- BRE A KING 

6 ,700 PA R T I C IPA N T S .

F O RMER PA KIS TA NI

LE A D ER BEN A ZIR BHU TTO

B AC KS U.S. MILI TA RY

E FFORTS IN AFGH A NIS TA N

BEF O RE A CA PAC I TY

C R OWD IN MEM O RI A L

AUD I TO RIUM .
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C o m mu n i t y  R e l a t i o n s

I N V E S T I N G
I N  C O M M U N I T Y

In  March 2 0 0 1 Pres ident John Hennessy inv ited facul ty,  

s t af f , and students to “Taking Stock:  F ive Successes—

and Five Cont inuing Challenges,”  a presentat ion before the

Academic Counci l .

Among the successes the president cited was the negoti-

ation with Santa Clara County of a new General Use

Pe rmit and Community Plan ove rseeing land use on

campus for the next decade.

The General Use Pe rmit allows Stanford to add 

2 million additional square feet of academic facilities and

up to 3, 000 n ew housing units on campus, while pre s e rv-

ing more than 2 , 000 a c res of the campus foothills for 

25 ye a rs .The agreement invo l ved a complex set of under-

standings in areas as dive rse as open space, t r a f f i c, f i n a n c i a l

s u p p o rt for schools, and land for community serv i c e s .

In the aftermath of the General Use Pe rm i t

a p p rova l , the president identified one of Stanford ’s chal-

lenges as bolstering relationships with neighbors in the

s u rrounding commu n i t i e s .

“This will re q u i re us to do a better job of listening and

responding to the community concerns about our plans

as we communicate the challenges and opportunities that

S t a n f o rd fa c e s ,” he said.

Among the steps he announced to improve com-

munity re lations was the creation of a group to rev i ew

the public access policy for the conservation area in

the Stanford foothills. A l s o, local residents have been

i nvited to celebrate Community Day at S tanford in

s p r ing 2 00 2, a new event unders c o r ing the Unive rs i t y ’s

m a ny assets and contr i butions to the quality of life

within the re gi o n.

Such moves will augment many existing pro-

grams and contr i butions to local commu n i t i e s . Fo r

i n s t a n c e, 12 8 a c res of Stanford ’s lands are used by five

p u blic schools. About 4 0 p e rcent of the students in the

Palo Alto school distr ict at any one time attend school

in one of the four Palo Alto schools on Stanford lands. I n

a d d i t i o n , S t a n f o rd gave $ 10 million to the Palo Alto 

T HE CA MPUS JOINS THE

N ATION IN MOURNING THE

T R AGIC TERR O RIST EVENTS 

OF SEP T. 11. MOST CA MPU S

E V ENTS ARE CA N C ELED OR

RES C HED ULED. 



F O C U S I N G  O N
T R A N S P O R T A T I O N

Tr a n s p o r tation and traffic are issues of
intense concern among those living and
working on the Peninsula. Stanford is
expanding its already widely recognized
t r a n s p o r tation programs to contribute 
to regional solutions.

S tanford’s Marguerite bus system, 
for instance, is believed to be the largest
free, privately run, open-to-the-public 
transit system anywhere. The Marguerite
runs throughout campus, to Caltrain 
s tations serving Stanford, and to major
commercial areas on campus and in 
Palo Alto and Menlo Park.

The University’s Tr a n s p o r ta t i o n
Demand Management ( T DM ) p r o g r a m s—
the most extensive in Sa n ta Clara
C o u n t y—also include a vanpool and 
carpool incentive program, a Guaranteed 
Ride Home Program, a Clean Air Cash
Rewards Program, and a Bicycle Support
Program (see photo above). Among the
organizations recognizing the University’s
T DM programs have been the American
Lung Association, the Peninsula Corridor

Joint Powers Board, and the Pe n i n s u l a
Conservation Center Foundation. 

The new General Use Permit negoti-
ated with Sa n ta Clara County requires 
that future development create no net 
new commute trips for Stanford. As a
result, Stanford will continue to focus 
new construction in the core campus and
near transit corridors to reduce traffic 
congestion. Students, faculty, and staff 
are encouraged to walk or bike, on-cam-
pus housing is being increased, and
investments are being made in additional
alternative transportation programs.

A P P L Y I N G  E D U C A T I O N A L
T H E O R Y

The Ravenswood City School District 
had been without a public high school 
for 2 5 years. But, thanks to collaboration
among Stanford’s School of Education, 
a Bay Area nonprofit organization, and
the district, a new school opened in
S e p t e m b e r. The collaboration is just 
one among many projects through 
w h i ch Stanford reaches out to area
s chool districts.

S tanford Professor of Education
Linda Darling-Hammond, along with a
half-dozen other faculty, helped design
the charter school, the first in the area
since Ravenswood High School closed 
in 1 976. 

Plans for creating a new community
s chool took root last year, when Aspire
Public Schools, a nonprofit organization
dedicated to creating small schools, and
S tanford School of Education professors
began working with the Ravenswood City
S chool District. They received funding
from the state of California, the Bill and
Melinda Gates Foundation, and Hewlett-
P a ckard. 

S tanford is providing curriculum
development and support and sch o o l
design assistance. The University also
helped recruit staff and fundraise for the
s chool. The School of Education plans 
to take advantage of the chance to give
t e a chers in training practical experience—
the Stanford Te a cher Education Program
will send student teachers to work with
experienced teachers at the sch o ol. 

C l o ckwise from the 

upper left: 

Nadinne Cruz, director of 

the Haas Center for Public

Service, estimates there are

at least 319 community-

related groups across 

the University. ✦ The East

Palo Alto Tennis and

Tutoring Program, housed 

at the Taube Family Te n n i s

S tadium, involves some 

1 50 volunteers and 13 sta f f

who provide one-on-one

tutoring and tennis lessons

to about 100 K-12 stu-

d e n t s . ✦ In recognition of

area traffic challenges and

the requirements of the 

new General Use Pe r m i t

and Community Plan,

S tanford wil l be increasing

efforts such as “Bike-to-

Work Day” to decrease 

single-occupant automobile

trips to campus.
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A S T R O BI O LOGIS T

C HRIS TO PHER CHYBA, 

CO- D IRE CTOR OF 

T HE CEN T ER FOR

IN T ERN ATIONAL SE C URI TY

A ND COO PER ATION, IS

AWA RD ED A 2001 FELLOW-

SHIP BY THE JOHN D. 

A ND CAT HERINE T.

MA CA R T HUR FOUNDAT I O N .

EMERITI A. MI C H A EL

SPENCE AND JOSEPH

S T I GLITZ SH A RE THE NOBEL

PRIZE IN ECO N O MI C S ,

WHILE TWO OF THE THREE

WINNERS OF THE NOBEL

PRIZE IN PH YSICS EARNED

D E GREES AT STA NF O RD .

T HE AMERI CA N

A SS OC I ATION FOR THE

A DVA N C EMENT OF SCIEN C E

A NN O UN C ES ITS NEW 

FELLOWS, IN C LUD IN G

S TA NF O RD’S ROBER T

SIEM A NN, CAROL BOG GS ,

ERIC KOOL, DAV ID

MCK AY, JAMES SPUD I C H ,

LU CY TO MPKINS, AND 

PAUL WEND ER .

A $100 MILLION GRANT 

FROM THE DAV ID AND LU C ILE

PAC K A RD FOUNDAT I O N

L AUN C HES THE $500 MILLI O N

CA MPA I GN BY THE LU C ILE

PAC K A RD FOUNDATION FOR

C HILD REN’S HE A LTH ON

BEH A LF OF LU C ILE PAC K A RD

C HILD REN’S HOSPI TAL 

A ND PED I AT RIC RESE A R C H

A ND TRAINING AT THE

S C H OOL OF MED I C INE .

T HE “THINK AG A IN” 

TO UR, CELEBR AT ING 

T HE CA MPA I GN FOR

UND ER GR A D UAT E

ED U CATION, KI C KS OFF

IN PO R T L A ND, ORE .

A STA NF O RD LINE A R

ACC ELER ATOR CEN T ER 

SY MPO SIUM MARKS THE

10TH ANNI V ERS A RY OF

PAUL KUNZ’S CRE ATION OF

T HE FIRST U.S. WEBSI T E .

November 2001 > December 2001 >

schools to support construction of a new middle school

and offered land to the city of Palo Alto for a new city

c o m munity center.

S t a n f o rd ’s volunteer effor ts in the surro u n d i n g

c o m munities may not be widely  know n , a c c o rding to

Nadinne Cru z , d i rector of the Haas Center for Publ i c

S e rv i c e, who gave a presentation this year to the

Faculty Senate called “ S t a n f o rd in the Commu n i t y :

The Untold Story.” C ruz is documenting the many

S t a n f o rd organizations with outreach to the area com-

mu n i t i e s . S t a n f o rd has at least 319 such organized serv-

ice effor ts across 2 0 major programs and depart m e n t s ,

C ruz re p o rt s .

“I discove red so many deep and true tales that 

I have come to be a believer in the individuals I have

met and the programs that have been evident all acro s s

S t a n f o rd . And I’m ve ry proud of what those indiv i d u a l s

d o,” she said.

“ T h e re are costs to not telling this story,” s h e

a d d s . C ruz suspects a lack of knowledge of the effort s

of members of the Unive rsity community can lead to

m i s p e rceptions in the surrounding cities.

A M O N G  T H E  U N I V E R S I T Y ’ S  M A N Y

O U T R E A C H  P R O G R A M S  A R E :

✦ the East Palo Alto Law Pro j e c t , in which volunteer 

l aw students work on special pro j e c t s , counseling as

m a ny as 2 25 people annu a l l y ;

✦ the Tom Fo rd Community Outreach Progr a m , which 

s u p p o rts Stanford athletes in par ticipating in visits to

hospitals and holiday food dr ive s ;

✦ the Rave n swood Reads progr a m , which provides more

than 15 0 student tutors ;

✦ the East Palo Alto Tennis and Tu t o r ing Progr a m , in which

15 0 vo l u n t e e rs and 13 staff provide one-on-one tutori n g

and tennis lessons to about 100 k-12 s t u d e n t s ;

✦ the Arbor Free Clinic, in which medical students, u n d e r-

gr a d u a t e s , and physicians provide free medical care to some

1, 000 u n i n s u red and under i n s u red patients; a n d

✦ B a r rio A s s i s t a n c e, the oldest community service progr a m

on campus, t h rough which El Centro Chicano students

tutor and mentor Latino grade school students in East Pa l o

Alto and East Menlo Pa r k .

In addition, m a ny Unive rsity academic departments wo r k

c o l l a b o r a t ively with community gro u p s . For instance,

in 2 001, the Stanford Division of Child and A d o l e s c e n t

P s y c h i a t ry, with the Division of General Pe d i a t rics and 

the Childre n ’s Health Council, re c e ived a grant aimed 

at building self-esteem and reducing high-r isk behav i o rs

among East Palo Alto middle school students.

Among the steps the 

president announced to

improve community rela-

tions was the appointment

of a group to review the

public access policy for

the conservation area in

the Stanford foothil ls.



The 1990s we re a time of unparalleled growth in the u. s.

e c o n o my. Until last ye a r, S t a n f o rd , l i ke many unive rs i t i e s ,

s aw its endowment earnings soar. Some people may have

wo n d e red why Stanford did not use more of those extraor-

d i n a ry gains to meet operating expenses. And why wo u l d

we launch the $ 1 billion Campaign for Undergr a d u a t e

Education (c ue ) if the Unive rsity could simply spend more

of its endowment to cover new undergraduate progr a m s ?

A year like fiscal 2 000 – 2 001 a n swe rs that question.

Just as the u. s. and international economies declined,

so too did the value of Stanford ’s endow m e n t , w h i c h

d e c reased by approximately seven perc e n t , or more than

$ 600 m i l l i o n . Clearly the Unive rsity cannot count on 

s o a ring re t u rns eve ry ye a r, nor can our programs fluctuate

w h e n ever the markets do. S t a n f o rd is committed to its 

students and faculty in perp e t u i t y, and the Unive rs i t y ’s

financial plan must be similarly long-term .

At times like this, the prudence of Stanford ’s 

e n d owment “ p ayo u t ” policy becomes clear. L i ke most 

u n ive rs i t i e s , S t a n f o rd spends only about five percent of its

e n d owment each ye a r, even if its actual income is higher.

This payout is calculated taking into account several ye a rs

of past performance in order to smooth the impact of mar-

ket fluctuations. It is also calculated to ensure that the

e n d owment grows with inflation, so that the amount of

p ayout we can count on increases gradually over the ye a rs .

Because Stanford drew on the endowment care f u l l y

in the past, the Unive rsity was able to meet its obl i g a t i o n s

last year despite the economic decline. We are also confi-

dent that, over the long term , S t a n f o rd ’s endowment 

p e r f o rmance will continue to compare ve ry favo r a bly with

that of other unive rsities and with the markets in general.

S t a n f o rd ’s endowment is an excellent inve s t m e n t .

But even with superb professional management,

S t a n f o rd ’s current endowment goes only so fa r. And that,

to re t u rn to the previous question, is the reason for the

Campaign for Undergraduate Education.

In fiscal year 2 001 , p ayout from the endowment 

s u p p o rted just 18 . 1 p e rcent of the Unive rs i t y ’s operating

e x p e n s e s , far less than some of our peer institutions. T h i s

p ayout is needed to pre s e rve the new undergraduate pro-

gr a m s , as well as the scope and quality of the entire

S t a n f o rd enterp ri s e. But it still left a tremendous financial

challenge to maintain these progr a m s , a challenge that

S t a n f o rd must face each ye a r.

This is why we need efforts such as c ue, which seeks

f u rther investment in Stanford ’s endow m e n t , as well as an

i n c rease in the “ l iving endow m e n t ” of annual giv i n g . I n

u n d e r graduate education, in graduate studies, and in law,

bu s i n e s s , and medicine, S t a n f o rd must not only pre s e rve

existing programs but also innovate continu a l l y. The 

f l ow of Stanford ’s intellectual endowment must neve r

depend on the financial marke t s .

A unive rsity is an unusual organization, both con-

s e rva t ive and progre s s ive. S t a n f o rd re p resents both the 

value of stability and the spirit of innova t i o n . If we contin-

ue to invest in this rare combination, w h a t ever the future

h o l d s , our most important “ i nve s t m e n t s ” will grow.

I S A A C  S T E I N

C h a i r, S t a n f o rd Unive rs ity Board of Tru s t e e s

P u t t i n g  S t a n f o rd

i n  Pe r s p e c t i ve

M e s s a g e  f ro m  t h e  C h a i r  o f  t h e  Bo a r d  o f  Tr u s t e e s

I saac Stein
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D u r ing the 2 000 – 2 001 fiscal year (f y 01) , S t a n f o rd benefited from the strong financial re s o u rces built over the past 

s everal ye a rs and the continued generous support of its alumni and fri e n d s. These fa c t o rs enabled Stanford to success-

fully pursue its teaching and re s e a rch missions despite a significantly we a kened investment env i ro n m e n t , a volatile health

c a re marke t , and the continuing high costs of living in the Bay A re a .

Highlights of the year incl u d e d :

I n i t i a l  success o f  t he  f ive -y ear ,  $1  b i l l i on  Campa ig n f or  Unde rg raduate  Educa t i on  (CU E ) > This  campaign is one of

the larges t ever  devoted to undergraduate education at any unive rsity and will al low Stanford to continue imple-

ment ing innovat ions in undergraduate education. When it was announced in October 2 000 , the campaign had

a l ready generated $ 4 2 9 million in g if ts and pledges. At the end of the fiscal  ye a r, the campaign tota l was up to

$ 6 39 m i l l i o n.

Rece ip t o f  the  la rg es t p ledge  in  Un i ve rs i t y  h is to ry and  one of  t he  la rgest  eve r t o any col lege  or  univ er s i t y > On May 2 ,

the Wil liam and F lora Hewlett Foundation announced a $ 4 00 million pledge to Stanford , benefiting the School

of Humanities  and Sc iences and the Campaign for Underg raduate Education. In addition to being the largest

pledge in Stanford histor y, at the time of the announcement, i t was the largest pledge ever  made to any college

or unive rs i t y. The g ift honors  the late Will iam Hew l e t t , a Stanford alumnus whose v is ion he lped position the

U n ive r sity as a world leader in innova t i o n . Of the total $ 4 00 mill ion Hewlett  Foundation pledge, $ 300 mil lion is

e a rm a r ked to increase  the endowment of the School o f Humanities  and Sciences  and to create endowed pro f e s-

s o r ships and s tudent fellowships in the school. The remaining $ 100 million of  the pledge is  to the Campaign for

U n d e r g raduate Education. Half of  the Humanities and Sc iences pledge and the total c ue pledge are to match gi f t s

f rom other  donors .

One of  t he most  successfu l  ove ra l l  deve lop men t programs among uni ve rs i t i es  na t ionw ide > Total cash gifts in f y 01 we re

$ 4 6 9 million from 66 , 4 2 0 d o n o rs . Nearly 4 0 p e rcent of undergraduate alumni gave gifts to the Unive rs i t y. This was the

second most successful year in Stanford ’s fundraising history.

I mp r ov ed  f i na n c i a l  pe r f o r ma n ce  o f  S t an fo rd  Ho s p i t a l  a nd  C l i n i c s  (S H C)  a n d  Luc i l e  Pa ck a r d  C h i ld r en ’ s  H osp i t a l

( L PC H) > A strategic plan is in place that continues to move the Hospitals on the path to financial stability, despite 

the ongoing challenges of reductions in federal re i m bu rsements for academic medical centers . (See further discussion in

the inset beginning on page 2 0. )

Cont inued cap it a l  improvement  > C o n s t ruction commenced on the James H. Clark Center for Biomedical Engi n e e ri n g

and Sciences. The construction was unaffected by Mr. C l a r k ’s decision to protest President George W. B u s h ’s 

stem-cell policies by suspending  $ 60 million of his $ 15 0 million pledge. Work also continues on the new Wallenberg Global

L e a rning Center, and ground was bro ken for the Center for Cancer Treatment and P reve n t i o n / A m bu l a t o ry 

C a re Pav i l i o n .
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Fo l l owing is a rev i ew of the f y 01 financial activities of the Unive rs i t y, excluding the results of the Hospitals and Clinics

(the Hospitals), which are discussed separately on page 21. The financial activities of the Hospitals are consolidated 

with the Unive rsity and re p o rted in a separate column of the financial statements. The uc sf S t a n f o rd Health Care joint

ve n t u re is re p o rted on the equity method and is also presented in the “ H o s p i t a l s ” c o l u m n .

S t a t e m e n t  o f  A c t iv i t i e s

The Statement of A c t ivities details operating reve nues and expenses and other non-operating changes dur ing the ye a r

and re p o rts a total decline in the Unive rs i t y ’s net assets of $ 571 million in f y 01 c o m p a red to the $ 3. 3 billion incre a s e

in the 1999 – 2 000 fiscal year (f y 00) . The decrease in net assets is directly attri bu t a ble to the decline in public and 

p rivate equity market va l u a t i o n s . Total investment losses of $ 497 million we re re c ognized in f y 01, as compared to the

total investment re t u rn of $ 2 . 8 billion in f y 00. See the “ R e p o rt from the Stanford Management Company ” on page 25

for further discussion of investment perform a n c e. A d d i t i o n a l l y, gifts and pledges re c o rded in the financial statements—

although stil l at high leve l s — we re down from $ 8 4 8 million in f y 00 to $ 4 60 million in f y 01.

Unres tr i c ted  Ne t  Asse ts

Results of Opera t i o n s Operating activities include all reve nues and expenses that are used to support curre n t - year teach-

ing and re s e a rch efforts and other Unive rsity pri o ri t i e s . C o m p a red to f y 00, total Unive rsity reve nues increased 1. 4 % t o

m o re than $ 2 . 0 b i l l i o n , and total expenses increased 11. 1 % to approximately $ 2 . 0 b i l l i o n . Operations resulted in an excess

of reve nues over expenses of $ 5 9 million in f y 01, c o m p a red to $ 2 2 7 million in f y 00 .

P. 2 0 | S T A N F O R D  U N I V E R S I T Y

Since April 1, 2000, after the operating activities of UCSF

S tanford Health Care were terminated, the financial results 

and financial position of Stanford Hospital and Clinics (SHC)

and Lucile Salter Packard Children’s Hospital (L PCH) have been 

consolidated in the University’s financial statements under the

“ H o s p i tals” column. The University’s investment in UCSF S ta n f o r d

Health Care and its share of the joint venture’s results are 

recorded on the equity method and are also included in the

“ H o s p i tals” column.

SHC and L PCH recorded a $ 1 3 million operating loss 

for F Y 0 1 , including a realized gain on investments of $ 2 5 m i l l i o n .

This is an improvement compared to a loss of $ 48 million for 

the five months ended August 31, 2000, following the termination 

of UCSF S tanford Health Care (see page 2 1). Operat ional

improvements, including cost reductions, program closures, and

increased volume in key areas, accounted for the reduction 

in losses. SHC and L PCH, like other academic medical centers

around the nation, continue to be negatively affected by the

reductions in federal reimbursement. Labor costs continue to

increase due to shortages in skilled positions.

Both management teams continue to implement opera-

tional improvements on their path toward achieving financial sta-

bility and break-even operating results. SHC and L PCH cont inue 

to strive to provide excellent health care services in addition to

furthering their missions in education and innovat ive research .

Effective September 1, 2001, the University became the

sole corporate member of L PCH, replacing SHC. This enables

both institutions to focus on inst itution-specific objectives, while

remaining committed to working together on common issues.

Several services are shared between the two facilities, including

H O S P I T A L S
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Highlights of the Unive r s i t y ’s operating activit ies are summari zed below:

✦ Student income increased 7. 1 % to $ 300 million in f y 01. C o n t ri buting to this increase we re the undergraduate tuition

rate increase of 6 % and the room and board rate increase of 1. 9 % . A d d i t i o n a l l y, room and board fees we re affected by

an increase in off-campus housing stock and new on-campus residences such as the Escondido Village housing 

for graduate students, which opened in September 2 000. Offsetting tuition and room and board reve nues is need-

based and mer it-based aid for undergraduate and graduate students, which increased dur ing f y 01 by 2 . 9 % to a total of

$ 9 2 m i l l i o n .

✦ In total, s p o n s o red re s e a rch support increased by $ 53 m i l l i o n , o r 7. 9 %, to $ 72 7 million in f y 01. The Unive rs i t y ’s direct 

cost re i m bu rsement was up $ 21 million due largely to higher levels of re s e a rch activity in the School of Medicine.

slac’s direct cost re i m bu rsements we re up $ 26 million due to two major projects (g last and Spear-3), u p grades to 

the B Factory, c o n s t ruction on the Research Administration Building, and general operating expenses to support 

the increased activity leve l . I n d i rect cost re c ove ry was up 5. 4 % due to increased re s e a rch vo l u m e. The indirect cost 

rate for f y 01 was comparable to the prior ye a r ’s rate.

✦ E x p e n d a ble gifts in support of operations increased $ 12 million from f y 00 to $ 125 m i l l i o n . These g ifts are immediate-

ly expendable for the purpose set forth by the donor.

✦ E n d owment income and gains distr i buted for operations cove red 18 . 1 % of total operating expenses for f y 01, up 

f rom 17. 9 % for f y 00. To protect the value of the endow m e n t , the Unive rsity has a policy gove rning distri butions that

was established by the Board of Tru s t e e s . Despite the 7. 2 % decline in the endowment in f y 01, amounts distri buted 

for operations we re up 12 . 4 % in f y 01 at $ 35 4 m i l l i o n , c o m p a red to $ 315 million in f y 00. The increase in the payout 

l a b o r a t o r y, general services, information tech n o l o g y, patient 

financial services, payroll, and accounts payable. SHC and 

L PCH continue to be co-obligated on outstanding bonds 

and certificates.

On November 15, 2001, the Lucile Packard Foundation 

for Children’s Health announced the five-year Campaign for 

Lucile Packard Children’s Hospital. This campaign will benefit

L PCH and the University School of Medicine by supporting efforts

to improve children’s health.  To date, this initiat ive has received

an inaugural grant of $ 1 0 0 million from the David and Lucile

P a ckard Foundation,  a promise of $ 2 0 0 million in matching funds

also from the David and Lucile Packard Foundation, and addition-

al pledges of $ 1 0 5 m i l l i o n .

UC S F S ta nfo rd Heal t h Ca re > As of August 31, 2000,

the University’s investment in UCSF S tanford Health Care 

was $ 2 0 million. The joint venture continued to wind down its 

operations, transferring $ 17 million in net assets to Sta n f o r d

H o s p i tal and Clinics during F Y 0 1.  As of August 31, 2001, 

the University’s investment in UCSF S tanford Health Care has

been reduced to $ 5 million. Final dissolution of the joint venture

depends upon, among other things, a decision by the Internal

Revenue Service and the Department of Labor regarding the 

distribution of the plan assets and obligations of the defined 

benefit plan. Net ongoing operating costs continue to be borne

by the University and the University of California.



for f y 01 was due to the growth in the market value of the endowment over the past several ye a rs and continued stro n g

donor support. The market dow n t u rn contri buted to the decline in other investment income, including the Expendabl e

Funds Pool (ef p) . The payout to operations from the ef p was approximately $ 55 million in f y 01 as compared to 

$ 91 million in f y 00. In f y 00, other investment income included $ 7 8 million in realized and unrealized gains on an

e x p e n d a ble investment fund that was transfer red to endowment in f y 01.

✦ Special program fees and other income increased $ 11 m i l l i o n , or 5. 1 %, to $ 232 million in f y 01. This classification includes

the external reve nues generated by auxiliary enterp r ises and service centers and special progr a m s , including technolog y

l i c e n s i n g , E xe c u t ive Education progr a m s , and corporate affiliates progr a m s . The increase in special program fees and oth-

er income is attr i bu t a ble pri m a r ily to activities of Highwire Pre s s , a division of the libraries that provides enhanced online

access to published scientific journ a l s , to rental reve nues from Stanford West A p a rt m e n t s , which started leasing apart m e n t s

p ri m a rily to faculty and staff in October 2 000, and to increased conference and cater ing serv i c e s .

✦ Total expenses increased $ 196 m i l l i o n , or 11. 1 %, to $ 2 . 0 billion in f y 01. The 10 % i n c rease in salar ies and benefits wa s

due in par t to a budgeted 6 % s a l a ry increase for faculty and staff. This was part of an initiative implemented duri n g

f y 01 to make Stanford ’s salary program more competitive in Silicon Va l l ey, w h e re the Unive rsity must compete for

staff employe e s . S a l a ry expense increased also because the Unive rsity fil led positions that had remained open in f y 00

due to the tight labor market and strong competition for talented candidates. As a result of the recession in Silicon

Va l l ey, the Unive rsity was better able to fill open positions with qualified candidates. Other operating expenses

i n c reased 2 0 . 5 % due to higher costs related to utilities, i n t e re s t , student stipends, and other one-time expenses. S u c h

one-time expenses include, among other things, costs wr itten off in connection with a canceled construction pro j e c t

and capitalized costs written off in connection with certain debt that was refinanced dur ing the ye a r. In addition,

operating expenses for f y 01 i n c reased as a result of launching the Campaign for Undergraduate Education, i m p l e-

menting We b - i n t e grated classes, i n c reasing travel study and other alumni relations expenses, and increasing 

s p o n s o red re s e a rch activ i t i e s . Pa rtially offsetting the other operating expense increases was a decrease in depre c i a t i o n

e x p e n s e, which was considerably higher in f y 00 due to a one-time charge of approximately $ 4 0 million for the 

adoption of a revised set of useful lives and a change in method of computing depreciation for bu i l d i n g s .

Other Changes in Unrestr icted Net A s s e t s In total, u n re s t r icted net assets of the Unive rsity decreased by $ 7 8 7 m i l l i o n ,

including the excess of reve nues over expenses of $ 5 9 million resulting from operations. The majority of other changes

in unre s t ricted net assets we re decreases in the value of investments of $ 8 6 9 m i l l i o n .

The Unive rs i t y ’s endowment investment strategy and results are summarized in the Report from the Stanford

Management Company on page 25. S t a n f o rd ’s investment strategy utilizes div i d e n d s , i n t e re s t , rental income, and 

p reviously re i nvested gains on the endowment to fund the payout to operations. In ye a rs of average or better 

m a r ket perform a n c e, the Unive rs i t y ’s market gains exceed the amount of the pre d e t e rmined payo u t , and the excess

is re i nvested in the endow m e n t . For example, in f y 00 , the endow m e n t ’s total re t u rn of $ 2 . 5 billion more than 

c ove red the $ 315 million of income and gains distr i buted to operations. In f y 01, the Unive r sity  utilized endow m e n t

income of $ 216 million and withdrew previously re i nvested gains o f $ 138 million to meet the $ 35 4 million payo u t

to operations.
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Tem p ora r i l y  R e s t r i c te d  Ne t  A sse t s

Te m p o r a r ily re s t r icted net assets increased by $ 19 m i l l i o n , or 4 . 0 %, to $ 497 million in f y 01. The Unive rsi ty re c e ive d

$ 14 2 million of new gifts and pledges. D u r ing the ye a r, $ 96 million of temporarily re s t r icted net assets we re re l e a s e d

f rom their re s t r ictions and utilized to fund operations and capital expenditure s .

Pe rm an e n t l y  Re s t r i c t e d  N e t  A ss e t s

Pe rmanently re s t r icted net assets increased by $ 197 m i l l i o n , or 7. 7 %, to $ 2 . 7 billion dur ing f y 01. The increase wa s

due pr i m a r ily to the receipt of $ 18 7 million in new gifts and pledges for the endow m e n t .

F i n a n c i a l  P o s i t i o n

The Unive rs i t y ’s Statement of Financial Position remains strong despite the impact of negative investment re t u rn s

and increased debt. In f y 01, total Unive rsity assets declined $ 36 2 million to $ 13. 6 b i l l i o n , while total Unive rsity lia-

bilities increased $ 2 0 9 million to $ 2 . 5 b i l l i o n .

✦ Total inve s t m e n t s , p ri m a r ily cons isting of endowment asse ts  and the ef p , d e c rea sed by $ 66 3 m i l l i o n , or 6 . 3 %,

to  $9.9 b i l l i o n . As  di scussed in the Report from the Stanford Management Company on pages 25 t h rough 2 9 ,

the endowment was affected by the global  economic move towa rd recess ion and the related negative impact on

equity va l u e s .

✦ Net pledges re c e iva ble increased approximately $ 38 million to $ 519 million for f y 01. The gross increase in pledges

was approximately $ 4 00 m i l l i o n , p ri m a r ily attr i bu t a ble to the Hewlett Foundation pledge. H oweve r, only $ 15 0 m i l-

lion was re c o rded in f y 01 because the remainder ($ 25 0 million) of the pledge is conditional upon matching g ifts and

m ay only be re c o rded when the conditions are satisfied.

✦ Plant fa c i l i t i e s , net of accumulated depre c i a t i o n , grew 8 . 5 % to $ 2 . 1 b i l l i o n. N ew additions to plant f acilities in f y 01

totaled $ 317 m i l l i o n , b ri n g ing total plant facilities before accumulated depreciation to $ 3. 3 b i l l i o n . This incre a s e

reflects the significant construction activity associated with the Unive rs i t y ’s re n ewal of its physical infrastru c t u re and

e f f o r ts to meet fa c u l t y, s t u d e n t , and staff housing needs. Major projects completed dur ing f y 01 include the first phase

of the Stanford West apartment pro j e c t , which is pr i m a r ily for faculty and staff housing, the Escondido Village apart-

ments for graduate student housing, and the Frances C. A rr il laga Alumni Center.

✦ Notes and bonds paya ble we re $ 1. 2 billion at August 31, 2 001, an increase of 7. 2 % f rom f y 00. The continuing favo r-

a ble interest rate env i ronment has allowed the Unive rsity  to issue new debt to support the capital plan and to 

refinance existing debt at f avo r a ble interest rates. The Unive rs i t y ’s debt ratios are within the guidelines of the inter-

nal debt policy approved by the Board of Tru s t e e s. The debt policy monitors the amount and type of debt Stanford 

m ay incur. It is intended to pre s e rve the Unive rs i t y ’s long-term debt capacity, financial flexibility, and access to 

capital markets at competitive rates.
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✦ The endowment re p resents approximately 74 % of the Unive rs i t y ’s net assets. Net assets of the endowment decre a s e d

$ 6 36 million in  f y 01 , or 7. 2 %, to $ 8 . 2 b i l l i o n . The endowment re c ognized investment losses of $ 518 m i l l i o n ,

d i s t ri buted $ 35 4 million to operations, and re c e ived new gifts of $ 158 million and transfer s of $ 8 4 million of expend-

a ble funds.

C o n c l u s i o n

As a resu lt of its  strong financial base and the generosity of its  many fr iends and alumni, the Unive r sity  was abl e

to meet the challenges  of the year despite negative investment re t u rn s . With the continued support o f the fa c u l t y,

s t a f f, s t u d e n t s , t ru s t e e s , a l u m n i , and other fr i e n d s , our strong financial base will ensure that the Unive rs i t y ’s

re s o u rces  will be ava i l a ble  to future  generations of students. S t a n f o rd remains committed to ensur ing its  excellence

in teaching and re s e a rc h .
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The test of any long-term strateg ic plan is its performance in the face of a difficult env i ro n m e n t . Fiscal ye a r

2 000 – 2 001 p rovided Stanford Management Company (smc) the opportunity to test our dive rsified allocation policy.

Fo l l owing a decade of tremendous gains in the u. s. e c o n o my and capital marke t s , growth slowed significantly and the

global economy moved towa rd re c e s s i o n , causing a substantial decline in broad public market stock indices. This env i-

ronment presented a challenge to endow m e n t s . After a decade of outstanding re t u rn s , 16 of the largest 2 0 u n ive rs i t y

e n d owments showed negative re t u rns for the per iod ended June 30 , 2 001. S t a n f o rd ranke d eighth among this group of

2 0, re p o rting a – 2 . 1 % re t u rn . A difficult market env i ronment in July and August caused further deter ioration in

S t a n f o rd ’s re s u l t s , and the re t u rn for the fiscal year ended August 31, 2 001, was – 7. 2 % . Although Stanford ’s 2 001 re t u rn s

a re disappointing when compared to recent histor ical re s u l t s , our dive rsified portfolio substantially outperform e d

b road market indices such as the s & p 5 00, which declined approximately 25 % for the year ended August 31, 2 001.

G iven the perpetual nature of the Unive rs i t y, S t a n f o rd ’s strategic investment horizon must be long-term . O u r

o b j e c t ive is to develop and execute an investment strategy that generates optimal total re t u rn (income plus pri c e

a p p reciation) re l a t ive to the r isk take n . To meet this goal, smc was established in 1991 to manage Stanford ’s finan-

cial and real estate investment assets. smc is a division of the Unive rs i t y with ove rsight by a Board of Dire c t o r s

appointed by the Unive rsity Board of Tru s t e e s . The smc b o a rd consists of at least three tru s t e e s , s everal inve s t m e n t

and real estate pro f e s s i o n a l s , and Unive r sity  re p re s e n t a t ive s . smc d i rects in excess of $ 10 billion of endowment and

t rust asse ts, working capital, t e m p o r a r ily invested expendable funds, and commercial real estate investments includ-

ing the Stanford Research Pa r k .

smc’s pr i m a ry endowment management responsibilities invo l ve establishing asset allocation policy and imple-

menting that policy through manager selection. Pe r f o rmance is measured re l a t ive to real re t u rn objective s , as well 

as market benchmarks.

Endowmen t Asse t  A l lo ca t io n > Most of Stanford ’s $ 8 . 2 billion of endowment assets are invested in a dive rsified port-

f o l i o, re f e rred to as the Merged Endowment Pool (m ep) . Results discussed in this re p o rt reflect the performance of this

$ 7. 8 billion port f o l i o. D u r ing fiscal year 2 000 – 01 , asset allocation targets shifted significantly from the pr ior 

ye a r. Fifteen percent of m ep assets we re moved from domestic and international public stocks to altern a t ives in pr iva t e

e q u i t y, absolute re t u rn , and real estate. smc also redefined the category of A l t e rn a t ive Investments into its component

s e c t o rs — P rivate Equity, Absolute Return , and Natural Resources—to illustrate their re l a t ive weights and differe n t

ri s k / re t u rn characteri s t i c s .
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The asset classes of the Merged Endowment Pool and their target allocations as of August 31, 2 001 f o l l ow :

Endowment Pe r fo rmance  Compar ed  to  I n f la t ion > The table below illustrates annualized re t u rns for va rious per iods 

ending August 31, 2 001 and shows the performance of Stanford ’s multi-asset strategy in a long-term context. S t a n f o rd ’s

o b j e c t ive is to re t u rn a minimum of 6 . 25 % over the rate of inflation. If this real re t u rn target is achieved over 

t i m e, the value of the endowment will be maintained net of annual payouts to support endowed activ i t i e s . O ver the past

t h re e -, f ive - , and 10- year peri o d s , S t a n f o rd ’s annualized real re t u rn has substantially exceeded the 6 . 25 % t a r g e t .
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Nominal Endowment Return - 7. 3 % 20.5% 1 7.0% 15.3%  

GDP Deflator ( 1 ) 2 . 3 % 2 . 0 % 1.9% 2.0%       

Real Endowment Return - 9.6% 18.5% 15.1% 1 3 . 3 %

Ten 
Ye a r s

Five 
Ye a r s

Th re e
Ye a r s

One 
Ye a r

( 1 ) The Gross Domestic Price (GDP) defla t o r, a measure of inflation, is through the quarter ended June 30, 2001.

Domestic Stock s 1 5 %

International Stock s 1 7 %

Private Equity 1 7 %

Absolute Return 1 2 %

Natural Resources 7 %

Real Estate 2 0 %

Domestic Fixed Income 1 2 %

10 0 %

S t r a t e g i c
A l l o ca t i o nAsset Class



Endowmen t Pe rformance Compared  to  Bench m a r k s > smc evaluates the performance of investment managers by compar-

ing their re t u rns to benchmarks that are appro p r iate for each individual asset class. For example, the benchmark for the

Domestic Stocks asset class is the Russell 3000 I n d e x . smc evaluates overall portfolio performance by compar ison to a

composite benchmark, which re p resents a blending of the benchmark re t u rns for each asset class weighted by the strate-

gic allocations above. Actual perform a n c e, net of management fees, is compared to the composite benchmark for peri-

ods ended August 31, 2 001 :

smc’s effectiveness in implementing the multi-asset class appro a c h , t h rough superior manager selection, has resulted 

in a consistent and long-term performance advantage over the composite benchmark.

The cumu l a t ive re t u rn chart below compares the growth of $ 100 in Stanford ’s endowment with that of the 

composite benchmark over the past 10 ye a rs :

The performance advantage dur ing this 10- year period re l a t ive to benchmark re t u rns has added in excess of $ 1 b i l l i o n

to the value of the endow m e n t .
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I ndi v i dua l  Asse t Class  Pe r f o r m a n c e > The performance of the individual asset classes for the year ended August 31, 2 001

gives more insight into the difficult env i ronment and illustrates the benefits of dive rs i f i c a t i o n . The graph below show s

i n d ividual class re t u rns re l a t ive to each benchmark:

S t a n f o rd ’s Domestic Stock por tfo lio has been deliberately ove r - weighted in value stocks to offset the growth stock-

o r iented character istics of ve n t u re capital part n e rships held in Private Equity. This value or ientation in Domestic

Stocks resulted in a year of strong performance re l a t ive to benchmark as value stocks significantly outper formed the

b roader marke t . I n t e rnational equity, while slightly outperforming the benchmark, s u f f e red a market correction 

similar to that of the broad domestic stock market in an env i ronment of global economic uncert a i n t y.

P r ivate Equity re p resented the most challenging asset sector for smc, when measured on a one-year re t u rn basis.

N e g a t ive re t u rns in this asset sector are due substantially to reve rsal of unrealized gains re p o rted in prior per i o d s .

Despite this recent reve rs a l , P rivate Equity has been a ve ry successful asset class when evaluated long term , with inve s t-

ment gains that have added more than $ 2 billion to the value of the endowment over the last five ye a rs .

The Absolute Return portfolio is constructed to provide re t u rns that are substantially uncorrelated to the bro a d e r

equity marke t s . Absolute Return results for the last 12 months demonstrated successful execution of this strategy. T h e

p o rtfolio provided ro bust re t u rns in several hedge fund categor ies including distressed debt, f i xed income re l a t ive va l u e,

and multi-strategy arbitrage funds.

S t a n f o rd ’s endowment has a substantially larger commitment to Real Estate than peer institutions. The strategy of

ove r - weighting real estate investments is based on smc’s extensive experience in real estate development and manage-

ment of Unive rsity lands. smc’s core competency in these areas provides a significant advantage when evaluating re a l

estate inve s t m e n t s . The Real Estate portfolio performed well in fiscal 2 001, c o n t ri buting re t u rns through asset appre c i-

ation and high current cash yield.

F i xed Income was the highest re t u rning asset class over the last 12 months as a result o f open market actions

by the Federal Reserve designed to reduce interest rates and inve s t o rs ’ flight to u. s. G ove rnment secur ities dur ing a

time of global uncert a i n t y. F i xed Income demonstrated a negative correlation to the equity marke t s , i llustrating the

a d vantage of a broadly dive rsified portfolio of assets.
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I n t e r n a t i o n a l
S t o ck s

Pr i v a t e
E q u i t y
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Real 
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I n c o m e

- 1 . 2 %
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- 39 . 9 %

1 3 . 5 %

5 . 4 %
2 . 5 %

- 0 . 8 %

1 3 . 4 %
9 . 7 %

1 5 . 2 %
1 3 . 1 %

One year ended August 31, 2001



O ver a 10-year peri o d , the total endowment re t u rn of 15. 3 % o u t p e r f o rmed the benchmark’s 12 . 0 % as a result of 

i n d ividual asset class re t u rns as outlined:

D u r ing the last few ye a rs , i nvestment re t u rns have been impacted by extreme volatility in global financial marke t s ,

substantial va r iability in u. s. economic grow t h , and ongoing change to u. s. Federal Reserve policy. smc expects this 

c h a l l e n ging investment env i ronment to continu e. We are confident that our long-term investment strategy and manager

selection process will pre s e rve endowment capital and provide excellent re t u rns during this uncertain peri o d .
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* Natural Resources and Absolute Return are for an eight-year period.



D e c a d e  i n  R e v i e w
Years ended August 31

F I N A N C I A L :

P R I N C I PA L  S O U R C E S  O F  R E V EN U E S :

Student tuition and fees ( B ) $      39 1,3 72 $       308 , 8 2 8 $       221,001

Sponsored research support 72 7, 48 3 577,72 3 4 5 0 , 0 2 7

Patient care ( A ) 1 , 0 0 4 , 9 2 8 – –

Expendable gifts in support of operations 1 2 5 , 2 8 4 9 3 , 1 69 76 , 6 5 0

Endowment income in support of operations 3 5 4 , 4 4 1 1 6 1 , 3 40 99 , 3 1 0

P R I N C I PA L  P U R P O SE S  O F  E X P E N D I T UR E S :

Instruction and departmental research 667, 99 1 408 , 1 0 4 309 , 988

Organized research (direct costs) 6 2 3 , 1 1 3 4 3 4 , 369 3 78 , 8 3 3

Health care services ( A ) 9 3 4 , 680 – –

L i b r a r i e s 1 07, 0 0 1 6 2 , 0 0 1 5 2,740

Student financial aid ( B ) 9 1,671 6 5 , 1 1 3 57, 1 57

Administration, development, and general 2 1 0,907 1 4 2 , 5 87 1 1 4 , 3 3 5

F I N A NC I A L  P O S I T IO N  H I G H LI G H TS :

Investments at fair value 1 0 , 1 40 , 8 1 2 5 , 0 1 6 , 6 1 6 2 , 8 2 7, 9 1 4

Plant facilities, net of accumulated depreciation 2 , 3 5 3,73 1 1 , 1 39 , 1 9 3 8 4 3 , 2 68

Equity investment in related health care entities ( A ) 5 , 4 4 3 3 1 9 , 471 2 40 , 3 5 3

Notes and bonds payable 1 , 4 4 5 , 49 1 72 9 , 48 1 4 5 8,1 75

Total net assets 1 1 , 5 3 3 , 8 49 5, 797,708 3 ,73 5 , 3 39

S T U D E N T S :

E N R O L L M E N T :  ( C )

U n d e r g r a d u a t e 6 , 6 3 7 6 , 5 5 0 6 , 5 2 7

G r a d u a t e 7, 5 36 7, 2 6 1 7, 0 2 2

D E G R E E S  C O N F E R R E D :

B a chelor’s degrees 1 , 676 1, 74 4 1 , 6 3 3

Advanced degrees 2 , 9 36 2 , 90 0 2 , 4 5 5

FAC U LT Y :

Members of the Academic Council 1 , 38 4 1 , 2 9 1 1 , 36 1

A N N U A L  U N D E R G R A D UAT E  T U I T IO N  R AT E $      2 4 , 4 4 1 $         19,69 5 $         1 4 , 2 80

(A) Beginning in fiscal year 2000, 
health care activities have been
reported on a consolidated basis.
Prior to that, they were reported 
on an equity basis. 

(B) Financial aid is reported as a 
reduction of student income 
in the statement of activities.

(C) Enrollment for fall quarter immediately
following fiscal year end.

2 0 01                     1 9 9 6                      1 9 91

2 0 01                     1 9 9 6                      1 9 91

(in thousands of dollars)
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C o n s o l i d a t e d  S t a t e m e n t s  o f  F i n a n c i a l  Po s i t i o n
At August 31, 2001 and 2000
(in thousands of dollars)

2 0 0 0

C O N S O L I DAT E D

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O N S O L I DAT E D

A S S E T S

Cash and cash equivalents $  701,453 $   115,890 $   8 1 7,343 $     5 3 3 , 666 

Accounts receivable, net 1 5 8,725 1 75,1 46 3 3 3, 871 5 6 5,738 

Receivables (payables) from SHC and LP CH, net 1 4 , 499 ( 1 4,499 ) – –

Inventories, prepaid expenses, and other assets 45,424 3 5 , 5 36 80 , 960 74,926 

Pledges receivable, net 5 1 9,3 79 7, 905 5 2 7,284 48 1,497 

Student loans receivable, net 74,185 – 74,185 74 , 693 

Faculty and staff mortgages and other loans receivable, net 211,358 – 211,358 1 73 , 1 47 

Investments at fair value, including securities pledged or on loan

of $389 , 9 36 and $184,424 for 2001 and 2000, respectively 9 , 871 , 498 2 69,314 1 0 , 1 40,812 1 0,78 4 , 2 36 

Investment in UC SF Stanford Health Care – 5,443 5,443 2 0 , 063 

Plant facilities, net of accumulated depreciation 2 , 0 5 3 , 1 88 300,543 2, 3 5 3,731 2 , 2 0 3 , 8 46

Collections of works of art – – – – 

To tal assets $ 1 3,649,709 $   89 5 , 278 $ 1 4 , 544 , 987 $ 14,911,812 

LI A B I L I T I E S  A N D  N E T  A S S E T S

L I A BI L I T IE S :

Accounts payable and accrued ex p e n s e s $      451, 713 $   281,125 $       73 2 , 8 38 $      75 0 , 803 

Liabilities under security agreements 5 1 1, 5 07 – 5 1 1 , 5 07 358,441 

Income beneficiary share of living trust investments 2 71,0 46 – 2 71 , 0 46 258,100 

Notes and bonds payable 1 , 2 17,656 2 2 7,835 1 , 4 4 5 , 491 1,3 70,3 77 

U.S. Government refundable loan funds 50,256 – 50,256 49,311 

To tal liabilities 2 , 50 2, 178 508 , 960 3 , 0 1 1 , 1 38 2 ,787,032 

N E T  A S S E TS :

U n r e s t r i c t e d :

Designated for operations 1 , 0 0 0, 1 73 218,335 1 , 2 1 8 , 5 08 1,335,931 

Investment in plant facilities 1 , 1 5 2, 1 08 64,458 1 , 2 1 6 , 5 66 1,1 46 , 307

Endowment gains and funds functioning as endowment 5 ,75 0, 0 40 – 5 ,75 0 , 0 40 6,5 1 1,772 

Investment in UC SF Stanford Health Care – 5,443 5,443 2 0 , 063 

U n r e s t r i c t e d 7, 90 2,321 2 88 , 2 36 8 , 1 90 , 5 57 9 , 0 1 4,073 

Temporarily restricted 497, 215 2 8 , 681 5 2 5 , 896 503,824 

Permanently restricted 2, 747, 995 69 , 401 2 , 8 1 7, 396 2 , 606 , 883 

To tal net assets 1 1,1 47,531 386,318 1 1 , 5 3 3 , 849 1 2 , 1 2 4 ,780 

To tal liabilities and net assets $  13,649,709 $   89 5 , 278 $ 1 4 , 544 , 987 $ 1 4,9 1 1 , 8 1 2

The accompanying notes are an integral part of these consolidated financial statements.



C o n s o l i d a t e d  S t a t e m e n t s  o f  A c t iv i t i e s
Years ended August 31, 2001 and 2000
(in thousands of dollars)

2 0 0 0

C O N S O L I DAT E D

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O N S O L I DAT E D

U N R E ST R I C T E D  N E T  A SS E T S  AC T I V I T Y

R E V EN U E S :

Student income:

Undergraduate programs $    161,164 $             – $    161,164 $    154,153 

Graduate programs 1 57,241 – 1 57,241 1 49,013 

Room and bo a r d 72 , 967 – 72 , 967 6 5 , 890 

Student financial aid ( 9 1 , 671 ) – ( 9 1 , 671 ) ( 89 , 1 1 7 )

To tal student income 2 99,701 – 2 99 ,701 279 , 9 39 

Sponsored research support (primarily fe d e r a l ) :

Direct costs—University 400,344 – 400,344 3 79,070 

Direct costs—Stanford Linear Accelerator Center 2 0 5 , 480 – 2 0 5 , 480 1 79 , 892 

Indirect costs 121,659 – 121,659 1 1 5 , 4 46 

To tal sponsored research support 727,483 – 727,483 674,408 

Health care services:

Patient care, net – 1,004,928 1,004,928 36 1 , 891 

Physicians’ services and support—SHC and LP CH, net 158,100 ( 1 5 8 , 1 0 0 ) – – 

Physicians’ services and support—UC SF Stanford Health Care

and other facilities, net 5,215 – 5,215 1 0 2,1 78 

To tal health care services 1 6 3,315 846,828 1 , 0 1 0,143 464,069 

Expendable gifts in support of operations 125,284 – 125,284 1 1 3 , 1 87 

Investment income distributed for operations:

Endowment 354,441 – 354,441 315,002 

Expendable funds pool and other investment income 6 5 , 390 25,023 90,413 1 99,215 

To tal investment income distributed for operations 4 1 9,831 25,023 444,8 54 5 1 4 , 2 17 

Special program fees and other income 2 3 1 , 979 36,1 88 2 68 , 1 67 2 36,001 

Net assets released from restrictions 50 , 974 1 3 , 2 88 64,262 57,491 

To tal revenues 2 , 0 1 8 , 567 9 2 1 , 3 27 2 , 9 39,894 2 , 3 39,312 

E X P E N S E S :

Salaries and benefits 98 1 , 389 487, 2 36 1 , 468,625 1 , 08 2 , 964 

D e p r e c i a t i o n 1 4 3 , 8 36 48,658 1 9 2 , 494 1 9 4,2 78

Stanford Linear Accelerator Center 2 0 5 , 480 – 2 0 5,480 1 79 , 892 

Other operating ex p e n s e s 628,516 398,786 1 , 0 2 7, 302 703,343 

To tal expenses 1 , 9 59,221 9 34,680 2 , 89 3,901 2 , 1 60 , 477 

Excess (deficit) of revenues over expenses $ 59,346 $   (13,3 5 3 ) $      45,993 $    178,835 

The accompanying notes are an integral part of these consolidated financial statements.



P. 3 3
C o n s o l i d a t e d  S t a t e m e n t s  o f  A c t i v i t i e s  ( co n t i n ue d )

Years ended August 31, 2001 and 2000
(in thousands of dollars)

2 0 0 0

C O N S O L I DAT E D

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O N S O L I DAT E D

U N R E ST R I C T E D  N E T  A SS E T S  AC T I V I T Y  ( c o n t i nu e d )

Excess (deficit) of revenues over expenses $       59,346 $   (13,353) $ 4 5 , 993 $     178,835 

Other changes in unrestricted net assets:

Expendable gifts invested in the endowment 5 , 884 – 5 , 884 1 7, 742 

Increase (decrease) in reinvested endowment gains ( 868 , 9 1 9 ) – ( 868 , 9 1 9 ) 1 , 966 , 5 99 

Change in equity investment in UC SF Stanford Health Care – ( 1 4 , 6 2 0 ) ( 1 4 , 6 2 0 ) ( 5 1 , 99 4 )

Capital and other gifts released from restrictions 4 4 , 607 5,837 50,444 88,931 

Reclassification of SHC and LP CH net assets – – – ( 5 2 , 8 38 )

Income (withdrawn from) invested in the endowment ( 1 9 , 407 ) – ( 1 9,407 ) 1 5 5, 744 

Other investment gains (losses) ( 1 6 , 1 1 8 ) ( 2 5,78 3 ) ( 4 1 , 90 1 ) 5 66 

O t h e r 7,318 1 1 , 692 19,010 ( 9 , 3 47 )

Net change in unrestricted net assets ( 787, 2 89 ) ( 36 , 2 27 ) ( 8 2 3 , 5 1 6 ) 2 , 2 94 , 2 38 

T E M P O R A R I LY  RE S T R I CT E D  N E T  A S S ET S  AC T I V I T Y

Gifts and pledges, net 141,813 25,503 1 67,316 332,651 

Investment income (loss) ( 1 8 , 5 1 6 ) ( 5 89 ) ( 1 9 , 1 0 5 ) 24,926 

Living trust investment income (loss) and actuarial adjustment ( 5, 74 4 ) – ( 5, 74 4 ) 1 3,757 

Net assets released to operations ( 5 0, 974 ) ( 1 3 , 2 88 ) ( 6 4 , 2 6 2 ) ( 57, 49 1 )

Capital and other gifts released to unrestricted net assets ( 4 4 , 607 ) ( 5 , 8 3 7 ) ( 5 0 , 4 4 4 ) ( 88 , 9 3 1 )

Reclassification of SHC and LP CH net assets – – – 1 6 , 1 86 

O t h e r ( 2 , 9 1 6 ) ( 2,773 ) ( 5 , 689 ) ( 2 6 , 2 86 )

Net change in temporarily restricted net assets 1 9 , 0 56 3,016 2 2,072 214,812 

P E R M A N E N T LY  R E S T R I CT E D  N E T  A S S ET S  AC T I V I T Y

Gifts and pledges, net 1 87, 1 69 13,655 200,824 406 , 8 36 

Investment income (loss) ( 3 3,772 ) ( 2 , 1 1 7 ) ( 3 5 , 889 ) 1 89,829 

Living trust investment income and actuarial adjustment 1 8 , 5 99 – 1 8 , 5 99 10,845 

Reclassification of SHC and LP CH net assets – – – 36,652 

O t h e r 2 5 , 300 1,679 2 6,979 3 3 , 904 

Net change in permanently restricted net assets 1 97, 2 96 1 3 , 2 17 210,513 678,066 

Net change in total net assets ( 570 , 9 37 ) ( 1 9,994 ) ( 590 , 9 3 1 ) 3 , 1 87,116 

Total net assets, beginning of year 1 1 ,71 8 , 468 406,312 1 2, 1 2 4,780 8 , 9 3 7, 664 

To tal net assets, end of year $ 11,147,531 $  386,318 $ 11,533,849 $ 1 2,1 2 4 ,780 

The accompanying notes are an integral part of these consolidated financial statements.



C o n s o l i d a t e d  S t a t e m e n t s  o f  C a s h  F l ow s
Years ended August 31, 2001 and 2000
(in thousands of dollars)

2 0 0 0

C O N S O L I DAT E D

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O N S O L I DAT E D

C A S H F L OW  F RO M  O P E RAT I N G  A C T I V I T I E S

Change in net assets $    (570 , 9 3 7 ) $   (19,99 4 ) $   (590 , 9 3 1 ) $   3,187,116 
Adjustments to reconcile change in net assets to net cash

provided by (used for) operating activities:
Depreciation, amortization, and loss on disposal of fixed assets 1 5 6 , 5 89 48,658 2 0 5 , 2 47 1 97,383 
Net realized and unrealized (gains) losses on investments

and security agreements 774 , 8 39 1 0,746 785,585 ( 2 , 5 89,4 3 4 )
Net realized and unrealized losses on derivatives 4,200 5,115 9,315 – 
Actuarial change on living trust obligations ( 73 3 ) – ( 73 3 ) ( 1 2 , 9 47 )
Equity in UC SF Stanford Health Care – ( 2 , 1 2 4 ) ( 2 , 1 2 4 ) 5 1 , 994 
Permanently restricted investment income ( 2 , 3 39 ) ( 2 60 ) ( 2 , 5 99 ) ( 4 , 3 4 4 )
Gifts restricted for long-term investments ( 1 9 2 , 8 1 4 ) ( 2 8,757 ) ( 2 2 1 , 571 ) ( 3 5 6 , 4 1 3 )

Net (increase) decrease in accounts receivable,  
pledges receivable, and receivables from SHC and LP CH 1 , 802 ( 1 3, 874 ) ( 1 2 , 072 ) ( 4 3 1 , 472 )

Increase in U.S. Government refundable loan funds 945 – 945 894 
(Increase) decrease in inventories, prepaid expenses, 

and other assets ( 8 , 5 5 6 ) 1 , 406 ( 7, 1 5 0 ) 3,337 
Increase (decrease) in accounts payable and accrued ex p e n s e s ( 4 2 , 3 5 8 ) 1 3,785 ( 2 8 , 573 ) 326,263 

Net cash provided by operating activities 1 2 0 , 6 38 1 4,701 1 3 5,3 39 372 , 377 

C A S H  F L OW  F ROM  I N VE S T I N G  AC T I V I T I E S

Pu r chases of land, building, and equipment ( 3 1 6 , 3 4 1 ) ( 3 7, 2 38 ) ( 3 5 3,579 ) ( 36 1,76 5 )
Student, faculty, and other loans:

New loans made ( 8 1 , 1 3 1 ) – ( 8 1 , 1 3 1 ) ( 76 ,739 )
Principal collected 4 3 , 4 2 8 – 43,428 30,527 

Pu r chases of investments ( 3 , 68 1 , 2 99 ) ( 1 6 1 , 2 9 3 ) ( 3 , 8 4 2,5 9 2 ) ( 4 , 9 4 4 , 2 9 4 )
Sales and maturities of investments 3 , 6 2 1 , 677 131,028 3 ,75 2,705 4 , 5 99 , 967 
Liabilities under security agreements 214,145 – 214,145 ( 3 5 , 2 2 2 )
Cash transferred from UC SF Stanford Health Care – 4 1 , 1 30 4 1 , 1 30 60,127 

Net cash used for investing activities ( 1 99 , 5 2 1 ) ( 2 6,373 ) ( 2 2 5,894 ) ( 727, 399 )

CA S H  F L OW  F ROM  F I N A N CI N G  A C T I V I T I E S

Gifts and reinvested income of endowment, capital projects,
and other restricted purposes 2 06,056 2 8,757 234,813 3 77,317 

Increase in investment income for restricted purposes 2 , 3 39 2 60 2 , 5 99 4,344 
Proceeds from bo r r o w i n g 307,224 – 307,224 9 5 , 5 96
Repayment of notes and bonds payable ( 1 66 ,70 3 ) ( 3,70 1 ) ( 1 70 , 40 4 ) ( 77, 5 0 1 )

Net cash provided by financing activities 348,916 25,316 374,232 399 ,7 56 

Increase in cash and cash equivalents 270,033 1 3 , 644 2 8 3 , 677 44 ,734 

Cash and cash equivalents, beginning of year 431,420 1 0 2 , 2 46 5 3 3 , 666 488,932 

Cash and cash equivalents, end of year $     701,453 $  115,890 $    817, 343 $    533,666 

S U P P L E M E N TA L D ATA :

Gifts of equipment $           437 $      1,116 $        1,553 $           127 
Interest paid during the year 65,163 13,851 79,014 74,203 
Reduction in debt related to real estate partnerships 60,412 –   60,412 –   

The accompanying notes are an integral part of these consolidated financial statements.
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1 . B a s i s  o f  P r e s e n t a t i o n  a n d  S i g n i f i c a n t  A c c o u n t i n g  Po l i c i e s

B asi s  of  P resen ta t i o n > The consolidated financial statements include the accounts of Stanford Unive rsity (the

U n ive rs i t y ) , S t a n f o rd Hospital and Clinics (sh c) and Lucile Salter Pa c k a rd Childre n ’s Hospital at Stanford (l p c h) , a n d

other major i t y - owned entities. All significant inter-entity transactions and balances have been eliminated upon consol-

i d a t i o n .

U n i versity  The Unive rsity is a priva t e, n o t - f o r - p rofit educational institution, founded in 1885 by Senator Leland and

M rs . Jane Stanford in memory of their son, Leland Stanford , J r. It is organized into seven schools with approx i m a t e l y

1, 7 00 faculty and more than 14 , 000 graduate and undergraduate students. The Unive rsity category presented in the

financial statements comprises all the accounts of the Unive rs i t y, including the Stanford Alumni Association (sa a) , t h e

H o over Institution and other institutes and re s e a rch centers , and Stanford Linear Accelerator Center (slac) .

The Unive rsity manages and operates slac for the Department of Energy (doe) under a management and operat-

ing contract; t h e re f o re, the reve nues and expenditures of slac a re included in the statement of activ i t i e s . As slac is a

federally funded re s e a rch and development center, the assets and liabilities of slac a re owned by the doe a n d , a c c o rd-

i n g l y, a re not included in the statement of financial position.

Hospitals   The Hospitals category presented in the financial statements includes sh c, l p c h , and the Unive rs i t y ’s inve s t-

ment in uc sf S t a n f o rd Health Care, a nonprofit corporation controlled jointly by the Unive rsity and the Regents of 

the Unive rsity of California (uc) , which operated the clinical facilities of Stanford Health Services (sh s) , l p c h, and the

U n ive rsity of Californ i a , San Francisco Medical Center (uc sf) from November 1, 1997, t h rough March 31, 2 000 .

The Unive rs i t y ’s investment in uc sf S t a n f o rd Health Care is re p o r ted in these financial statements using the 

equity method of accounting. E f f e c t ive March 31, 2 000 , the operating activities of uc sf S t a n f o rd Health Care we re 

t e rm i n a t e d . On A p ril 1, 2 000 , uc sf S t a n f o rd Health Care transfer red the operations of its clinical f acilities to sh c, l p c h,

and uc. The health care activities of sh c and l p c h, including reve nu e s , e x p e n s e s , a s s e t s , and liabilities, a re consolidated

in these financial statements. A c c o rd i n g l y, for fiscal year 2 000, s even months of health care activities are presented under

the equity method and five months are presented on a consolidated basis. For fiscal year 2 001, all health care activ i t i e s

a re presented on a consolidated basis. The organization, financial inform a t i o n , and agreements among the Unive rsity and

the aforementioned health care entities are discussed in Note 2 .

Basi s  of  Accoun t i ng > The financial statements are pre p a red in accordance with generally accepted accounting pri n c i-

p l e s . These pr inciples re q u i re management to make estimates that affect the re p o rted amounts of assets and liabilities,

the disclosure of contingent assets and liabilities at the date of the financial statements, and the re p o rted amounts of rev-

e nues and expenses dur ing the re p o rting peri o d . Actual results could differ from those estimates.

For financial re p o rting purp o s e s , net assets and reve nu e s , e x p e n s e s , g a i n s , and losses are classified into one of thre e

c a t e g o ri e s — u n re s t ri c t e d , t e m p o r a rily re s t ri c t e d , or permanently re s t ricted—in accordance with generally accepted

accounting pr i n c i p l e s .

U n r e s t ricted Net Assets   U n re s t r icted net assets are expendable re s o u rces used to support either the Unive rs i t y ’s core

a c t ivities of teaching and re s e a rch or the Hospitals’ patient care, t e a c h i n g , and re s e a rch missions. These net assets may

be designated by the Unive rsity or the Hospitals for specific purposes under internal operating and administrative

N o t e s  t o  t h e  C o n s o l i d a t e d  F i n a n c i a l  S t a t e m e n t s



a rrangements or be subject to contractual agreements with external part i e s . D o n o r - re s t r icted contri bu t i o n s , which re l a t e

to the Unive rs i t y ’s or the Hospitals’ c o re activ i t i e s , that are re c e ived and expended, or deemed expended due to the nature

of their re s t ri c t i o n , a re classified as unre s t ri c t e d . D o n o r - re s t ricted re s o u rces intended for capital projects are released fro m

their temporary re s t rictions and reclassified as unre s t ricted support when spent. All expenses are re c o rded as a re d u c t i o n

of unre s t r icted net assets.

U n re s t ricted net assets include funds designated for operations, plant fa c i l i t i e s , e n d owment gains and funds func-

tioning as endow m e n t , and the Unive rs i t y ’s investment in uc sf S t a n f o rd Health Care. U n re s t r icted net assets we re

$ 8 , 190 , 557, 000 and $ 9 , 014 , 07 3, 000 at August 31, 2 001 and 2 000 , re s p e c t ive l y.

Te m p o ra ri ly Restricted Net Assets  Te m p o r a rily re s t ricted net assets include investments and pledges that are subject to

donor-imposed re s t r ictions that expire upon the passage of time, upon the pledge pay m e n t , or upon specific actions

u n d e rt a ken by the Unive rsity or the Hospitals, at which time they are released and reclassified to unre s t ricted support .

Te m p o r a rily re s t ricted net assets consist of the following balances at A u g u s t 31, 2 001 and 2 000, in thousands of dollars :

P. 3 6 | S T A N F O R D  U N I V E R S I T Y

T E M P O R A R I LY  R E S T R I CT E D  NE T  A S S E T S

Support for capital projects $    206 , 1 48 $            – $   206 , 1 48 $ 1 98,79 4

Term endowments 5 6,469 – 5 6 , 469 66,259 

Funds subject to living trust agreements 51,014 – 5 1,014 61,643 

Other gifts and income for instruction,

r e s e a r ch, and University support 183,584 – 1 8 3,584 1 5 1 , 463 

SHC and LP CH indigent care,

plant, and other funds – 2 8 , 681 2 8 , 681 2 5 , 665 

Temporarily restricted net assets $    497,215 $   28,681 $   525,896 $   503,824 

2 0 0 0

C O N S O L I DAT E D   

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O NS O LI DAT E D



P e rm a n e n t ly Restricted Net Assets    Pe rmanently re s t ricted net assets are subject to donor-imposed re s t rictions re q u i ri n g

that the pr incipal be invested in perp e t u i t y. Pe rmanently re s t r icted net assets consist of the following balances at

A u g u s t 31, 2 001 and 2 000 , in thousands of dollars :

Management considers all reve nues and expenses to be related to operations except re i nvested endowment gains, c h a n g e s

in equity of uc sf S t a n f o rd Health Care, capital gi f t s , e x p e n d a ble gifts invested in the endow m e n t , and certain other non-

operating changes.

Cash  and  Cash  Equ i va len ts > Cash and cash equivalents including u. s. Tre a s u ry bills, b a n ke rs ’ a c c e p t a n c e s , c o m m e rc i a l

p a p e r, c e rtificates of deposit, m o n ey market funds, and other short - t e rm investments with remaining matur ities of 90 d ay s

or less at the time of purc h a s e, a re carr ied at cost, which approximates marke t . Cash and cash equivalent amounts held

in the endow m e n t , as well as certain cash re s t ricted in its use by the Hospitals, a re classified as inve s t m e n t s .

Student  Loans R ece i vable > Student loans re c e iva ble are carr ied at cost, less an allowance for doubtful accounts.

D e t e rmination of the fair value of student loans re c e iva ble is considered impractical due to donor-re s t ricted and feder-

ally sponsored student loans with mandated interest rates and re p ayment terms subject to significant re s t r ictions as to

their transfer and disposition.

I n v e s t m e n t s > I nvestments are generally re c o rded at fair value based upon quoted market pri c e s , when ava i l a bl e, or esti-

mates of fair va l u e. Donated assets are re c o rded at fair value at the date of donation. Those investments for which fa i r

value is not readily determ i n a ble are carr ied at cost, fair value at date of donation, or at a nominal va l u e. D eveloped re a l

estate is generally valued based on discounted cash flows of existing leases. N o n - d eveloped land is re p o r ted at cost.

S e c u r ities transactions are re p o r ted on a trade-date basis.

D e r i v a t i v e s > D e riva t ive financial instruments are re c o rded at fair value with the resulting gain or loss re c ognized in

the consolidated statement of activ i t i e s . See Note 5.

P lan t  Fac i l i t i es > Plant facilities are re c o rded at cost or fair value at date of donation. I n t e rest for construction financ-

ing is capitalized as a cost of constru c t i o n . D e p reciation is computed using the straight-line method over the estimated

useful lives of the plant assets.

2 0 0 1 A N N U A L  R E P O R T | P. 3 7

P E R M A N E N T LY  R E S T R I C T E D  N E T  A S S E T S

Endowment funds $  2,48 1,019 $   69 , 401 $ 2,550,420 $ 2 , 3 78,452 

Funds subject to living trust agreements 2 09,432 – 2 09,432 1 74 ,787

Student loans 57, 544 – 57,544 53,644 

Permanently restricted net assets $ 2 ,747, 995 $  69 , 401 $ 2 , 8 17,396 $ 2 , 606 , 883 

2 0 0 0

C O N S O L I DAT E D   

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O NS O LI DAT E D



As descr ibed in Note 7, b e ginning in fiscal year 2 000, the Unive rsity adopted a revised set of useful lives for its

equipment and buildings to reflect current information and to conform with those used for federal cost re i m bu rs e m e n t

accounting purp o s e s . The useful lives used in calculating depreciation for fiscal ye a rs 2 001 and 2 000 a re as follow s :

The method of computing depreciation on academic buildings was also changed in fiscal year 2 000. Academic bu i l d i n g s

placed in service before September 1, 1999 , a re depreciated based upon the estimated useful life of the bu i l d i n g .

Academic buildings placed in service after September 1, 1999 , a re depreciated based on individual component live s .

Col lec t i ons o f  Works o f  Ar t > A rt objects and collections are not capitalized, as the Unive rsity uses the proceeds fro m

a ny sales of such items to acquire other art or collection pieces.

S e l f - i n s u r a n c e > The Unive rsity self-insures for unemploy m e n t , d i s a b i l i t y, p ro p e rty losses, and general and pro f e s s i o n a l

liability losses. The Hospitals self-insure for wo r ke rs ’ compensation and medical malpractice losses. Reinsurance is pur-

chased to cover liabilities above specific per-claim exposure s . Estimates of retained exposures are accru e d .

Student  F i nanc ia l  Aid > Financial assistance in the form of scholarship and fellowship grants that cover a por tion of

t u i t i o n , l iv i n g , and other costs is reflected as a reduction in student income.

Hea lt h  Care Ser v ices > The Hospitals derive a majority of patient care reve nue from contractual agreements with

M e d i c a re, M e d i - C a l , and certain other contracted rate payo rs . Payments under these agreements and programs are based

on a percentage of charges, per diem, per discharge, per serv i c e, a fee schedule, a cost re i m bu rs e m e n t , or capitation

m e t h o d o l og y.

Unsponsored  Commun i ty  Benef i t  E xpense > sh c’s and l p c h’s commitment to community service is evidenced by serv i c e s

p rovided to persons who cannot afford to pay and benefits provided to the broader commu n i t y. The amount of chari t y

c a re serv i c e s , which are not re c o rded as reve nue (quantified at customary charges), was $ 4 , 8 21, 000 for fiscal year 2 001,

and $ 2 , 172 , 000 for the five months ended August 31, 2 000 . The total quantifiable community benefits provided by sh c

and l p c h for the year ended August 31, 2 001, and the five months ended August 31, 2 0 0 0 , we re $ 7 0 , 139 , 000 a n d

$ 2 2 , 018 , 000 , re s p e c t ive l y.

Tax  S ta t u s > The Unive rs i t y, sh c, and l p c h a re exempt from federal income tax to the extent provided by Section

5 01( c ) (3) of the Internal Reve nue Code.
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B u i l d i n g s 2 0 – 40 years 1 0 – 40 years

Land and building improvements 1 0 – 40 years 5 – 40 years

Equipment and bo o k s 3–10 years 3–20 years

U N I V E R S I T Y H O S P I TA L S



Separ ate  Hosp it a l  F i nanci a l  St a t e m e n t s > The Hospitals pre p a re separate, stand-alone consolidated financial statements

in conformity with generally accepted accounting pri n c i p l e s . For purposes of presentation of the Hospitals’ b a l a n c e

s h e e t s , statements of operations, statements of changes in net assets, and statements of cash flows in these consolidated

financial statements, c o n f o rming reclassifications have been made to the Hospitals’ reve nue and expenses and inter-

entity re c e iva bles and paya bles consistent with categories in the consolidated financial statements.

R e c l a s s i f i c a t i o n s > D u ring the year ended August 31, 2 001, the Unive rsity changed the method of presenting the state-

ment of cash flows from the direct to the indirect method to conform with prevailing industry practice. The statement

of cash flows for the year ended August 31, 2 000 , has been reclassified to conform to the current ye a r ’s pre s e n t a t i o n . I n

a d d i t i o n , c e rtain other fiscal year 2 000 amounts presented for comparative purposes have been reclassified to conform to

the fiscal year 2 001 p re s e n t a t i o n .

2 . R e l a t e d  H e a l t h  C a r e  E n t i t i e s

Organ i zat i on  and B a ck g r o u n d > The Unive rsity is the sole member of sh c, which was the sole member of l p c h t h ro u g h

August 31, 2 001. E f f e c t ive September 1, 2 001, the Unive rsity became the sole member of l p c h. E f f e c t ive November 1,

1997, uc and the Unive rsity transfer red substantially all the assets and liabilities related to the clinical operations of 

uc sf and sh s ( n ow known as sh c) to uc sf S t a n f o rd Health Care, a California nonprofit public benefit corp o r a t i o n . uc sf

S t a n f o rd Health Care was organized by the Unive rsity and uc to operate the clinical facilities of sh s, l p c h, and 

uc sf in s u p p o rt of the schools of medicine of the Unive rsity and uc sf. The Unive rsity and uc t e rminated the operating 

a c t ivities of uc sf S t a n f o rd Health Care effective March 31, 2 000 . On A p ril 1, 2 000 , the operations of the hospitals and 

p rofessional services of the members of the medical faculties of the Unive rsity and the uc sf School of Medicine we re trans-

f e r red back to sh c, l p c h , and uc sf.

On A p ri l 1, 2 000 , net assets we re transferred to sh c, l p c h , and uc sf at their histor ical cost basis of $ 674 , 991, 000 .

uc sf S t a n f o rd Health Care ’s then-remaining net assets of $ 4 0 , 2 00 , 000 we re retained to satisfy known liabilities and pay

for ongoing costs. D u ring fiscal year 2 001, uc sf S t a n f o rd Health Care transfer red cash to sh c, l p c h, and uc sf in 

s a t i s faction of related par ty balances and to re t u rn a portion of the net assets retained on behalf of each member. I n

a d d i t i o n , d u ring fiscal year 2 001, uc sf S t a n f o rd Health Care made certain payments on behalf of sh c, l p c h , and uc sf.

The Unive rs i t y ’s share of uc sf S t a n f o rd Health Care ’s remaining net assets was $ 5, 44 3, 000 and $ 2 0 , 0 6 3, 000 at August 31,

2 001 and 2 000, re s p e c t ive l y.

Final dissolution of uc sf S t a n f o rd Health Care depends upon, among other things, a decision by the Intern a l

R eve nue Service and the Department of Labor re g a rding the distr i bution of the plan assets and obligations of the defined

benefit plan (see Note 15) . Net ongoing operating costs of uc sf S t a n f o rd Health Care subsequent to March 31, 2 000 ,

c o n t i nue to be borne by the Unive rsity and uc.
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Un i ve rs i t y ’ s I nves tment  i n Hosp it a l s > The following table summarizes the changes in the Unive rs i t y ’s investment in

uc sf S t a n f o rd Health Care and the net assets of sh c and l p c h d u r ing the ye a rs ended A u g u s t 31, 2 001 and 2 000, in thou-

sands of dollars :

uc sf S t a n f o rd Health Care ’s net assets we re $ 12 , 336 , 000 and $ 4 0 , 126 , 000 at August 31, 2 001 and 2 000, re s p e c t ive l y.

Re lated -Pa r ty  Tr a n sa c t i o n s > The Unive rsity has entered into va r ious operating agreements with sh c and l p c h for pro-

fessional services of faculty members of the Stanford Unive rsity School of Medicine, t e l e c o m munications serv i c e s , a n d

other services and facility charges. R eve nues and expenses related to these agreements are eliminated in consolidation.

A d d i t i o n a l l y, c e rtain investments of sh c and l p c h with a fair market value of $ 64 , 804 , 000 (including $ 17, 5 47, 000 of cash

and cash equivalents) and $ 16 9 , 0 8 9 , 000 at A u g u s t 31, 2 001 and 2 000, re s p e c t ive l y, we re managed by the Unive rs i t y. sh c

and l p c h assets with a market value of $ 117, 718 , 000 on August 31, 2 001 a re invested in an external liquid fund managed

by the Unive rs i t y.

For the seven months ended March 31, 2 000 , the Unive rsity re c o rded net reve nues from uc sf S t a n f o rd Health Care

of $ 9 8 , 193, 000 for professional medical services and other facility charges and serv i c e s . sh c and l p c h had re c e iva bl e s

f rom uc sf S t a n f o rd Health Care of $ 33, 167, 000 as of August 31, 2 000 .
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Investment at August 31, 1999 $    451,613 $      33,331 

Deficit resulting from operations (seven months for UC SF

Stanford Health Care, five months for SHC and LP CH ) ( 6 3,878 ) ( 48 , 0 48 )

Deficit resulting from winding-down activities ( 3 7 ) – 

Other changes in net assets 11,921 21,410 

Tr a n s fer of UC SF Stanford Health Care net assets ( 3 79 , 5 5 6 ) 3 79,556 

Investment at August 31, 2000 2 0 , 063 386,2 49 

Deficit resulting from operations – ( 1 3 , 3 5 3 )

Income resulting from winding-down activities 6 , 4 40 – 

Other changes in net assets ( 4 , 3 1 6 ) ( 8,76 5 )

Tr a n s fer of UC SF Stanford Health Care net assets ( 1 6, 74 4 ) 1 6, 744 

Investment at August 31, 2001 $        5,443 $     380 , 875 

U C S F  S TA N F O R D

H E A LT H  C A R E

S H C  

A N D  L PC H



3 . A c c o u n t s  R e c e i v a bl e

Accounts re c e iva ble at A u g u s t 31, 2 001 and 2 000, in thousands of dollars , a re as follow s :

4 . F a c u l t y  a n d  S t a f f  M o r t g a g e s

In a program to attract and retain excellent faculty and senior staff, the Unive rsity provides home mortgage financing

a s s i s t a n c e. Notes amounting to $ 2 0 8 , 25 9 , 000 and $ 17 0 , 8 97, 000 at A u g u s t 31, 2 001 and 2 000, re s p e c t ive l y, f rom Unive rs i t y

faculty and staff are included in “Faculty and staff mortgages and other loans re c e iva bl e, n e t ” in the consolidated 

statements of financial position and are collateralized by deeds of trust on pro p e rties concentrated in the re gion sur-

rounding the Unive rs i t y.
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U N I V ER S I T Y :

U.S. Government $      51,229 $     62,103 

Due from brokers 47, 466 221,232 

Accrued interest on investments 1 8, 779 19,855 

Non-government sponsors 1 4 , 398 14,523 

S t u d e n t 3 , 2 46 3 , 1 48

O t h e r 2 5,607 2 7, 867 

1 60, 725 3 48,728 

Less allowances for losses 2,000 2,118 

1 5 8, 725 3 46,610 

H O SP I TA LS :

Hospitals’ patient receivables 39 4, 729 3 77,812 

UC SF Stanford Health Care – 3 3 , 1 67

O t h e r 1 1,917 1 7,025 

406 , 6 46 428,004 

Less allowances for losses 2 3 1,500 2 08, 876 

1 75 , 1 46 219,128 

Consolidated accounts receivable $    333,871 $   56 5 ,738 

2 0 0 1 2 0 0 0



5 . I nv e s t m e n t s

I nvestments held by the Unive rsity and the Hospitals at August 31, 2 001 and 2 000, a re re p o rted as follow s , in thousands

of dollars :

The Unive rsity re p o rts endowment cash and short - t e rm investments as inve s t m e n t s . Assets held by other trustees are

re p o rted net of income beneficiary share in the amounts of $ 38 , 9 4 8 , 000 and $ 4 0 , 72 9 , 000 at August 31, 2 001 and 2 000 ,

re s p e c t ive l y.

Total investment re t u rn (loss) reflected in the statement of activities for the ye a rs ended A u g u s t 31, 2 001 and 2 000,

in thousands of dollars , is as follow s :

For the year ended August 31, 2 001, re c ognized investment losses and utilized prior ye a rs ’ gains amounted to

$ 9 45, 364 , 000. For the year ended August 31, 2 000 , total investment re t u rn of $ 2 , 36 2 , 266 , 000 was re i nve s t e d .
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Cash and short-term investments $    529,384 $   209,191 $    738 , 575 $     767, 6 46

Bonds and mutual funds 1, 2 87,1 46 6,105 1,293,251 1,011,512 

Corporate stocks and mutual funds 4 , 499 , 482 6 ,761 4 , 5 06,243 4 , 8 3 4, 474 

Assets held by other trustees 96,528 – 96,528 1 1 4, 455 

Real estate and improvements, including

Stanford Shopping Center and Research Pa r k 9 49,493 – 9 49 , 493 968,643 

Limited partnership investments 2 , 49 4,535 – 2 , 494,535 3 , 0 2 2 , 1 30

O t h e r 6 2, 1 87 – 6 2 , 1 87 6 5,3 76

9 , 9 1 8, 755 2 2 2 , 0 57 1 0 , 1 40,812 1 0,78 4 , 2 36

SHC’s and LP CH’s investment in

University’s Merged Endowment Po o l ( 47, 2 57 ) 47, 2 57 – –

Investments at fair value $  9,87 1 , 498 $   269,314 $ 1 0 , 1 40,812 $ 1 0 ,784 , 2 36

2 0 0 0

C O N S O L I DAT E D   

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O NS OL I DAT E D

Investment income $ 2 77,79 5 $       7, 2 80 $     285,075 $     287, 0 49 

Net realized and unrealized gains (losses) ( 774,8 39 ) ( 1 0,746 ) ( 78 5 , 5 8 5 ) 2 , 5 89,434 

To tal investment return (loss) $ ( 497, 044 ) $     (3,466 ) $   (50 0 , 5 1 0 ) $  2,876 , 483 

2 0 0 0

C O N S O L I DAT E D   

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O NS OL I DAT E D



As indicated in the following tabl e, as of August 31, 2 001 and 2 000, in thousands of dollars , the Unive rs i t y ’s inve s t m e n t s

a re invested in the expendable funds pool (ef p) , the merged endowment pools, or in specific instruments to comply with

donor re q u i re m e n t s :

The ef p is a pool of funds that is intended to provide adequate liquidity as well as an opportunity for the Unive rsity 

to earn long-term growth on a portion of the pool. A p p roximately half of the ef p is invested in short - t e rm or highly

liquid securi t i e s , and the balance is cro s s - i nvested in the Merged Endowment Po o l . The Unive rsity Board of Tru s t e e s

(the Board) has established a policy for the distri bution of the investment re t u rns of the ef p. The policy re q u i res that an

amount based upon a range of pre-set interest rates be made ava i l a ble to support current operations. The differe n c e

b e t ween the actual re t u rn of this pool and the re q u i red distri bution amount is deposited or withdrawn from funds 

functioning as endow m e n t . For the ye a rs ended A u g u s t 31, 2 001 and 2 000, the results of the ef p, in thousands of dollars ,

we re as follow s :
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U N I V ER S I T Y :

Expendable Funds Po o l $  1 , 099,1 78 $    9 1 9 , 665 

Merged Endowment Po o l 7, 8 1 1 , 5 08 8, 575 , 607

Merged Pool C 125,424 165,928 

Living trusts 5 39,623 49 4 , 5 30 

Other investments 960,012 1 , 3 5 8,2 70

1 0 , 5 3 5, 745 11,514,000 

Less funds cross-invested in endowment pools

(including SHC’s and LP CH’s investment of $47, 2 57 and

$159,811 in 2001 and 2000, respectively, in the

University’s Merged Endowment Po o l ) 66 4, 2 47 979,559 

9 , 871 , 498 10,534,441 

H O SP I TA LS :

SHC’s and LP CH’s investments 2 69,314 2 49,795 

Investments at fair value $ 1 0,1 40,812 $ 1 0 ,784 , 2 36 

2 0 0 1 2 0 0 0

Total investment return of the EFP $       35,529 $    246,514 

Less income made available to fundholders 5 4 , 9 36 90,770 

Income (withdrawn from) or invested in the endowment $      (19,407 ) $     155,744 

2 0 0 1

U N I V E R S I T Y

2 0 0 0

U N I V E R S I T Y



The Unive rs i t y ’s  endowment is invested with the objective of maximizing long-term total re t u rn . The Unive rs i t y ’s 

policy gove rning the amounts paid annually from the endowment to support current operations is designed to pro t e c t

the value of the endowment against the expected impact of inflation and to provide real growth of the endow m e n t , w h i l e

also funding a re l a t ively constant portion of the Unive rs i t y ’s current operating expenditure s . The sources of the payo u t

a re earned income on the endowment assets (intere s t , d iv i d e n d s , re n t s , and roya l t i e s ) , p reviously re i nvested income, a n d

a portion of realized capital gains.

To meet the Board - a u t h o r ized payout rate, i n c o m e, g a i n s , and previously re i nvested endowment income we re 

d i s t ri buted for operations in fiscal ye a rs 2 001 and 2 000, as follow s , in thousands of dollars :

The Unive rsity utilize s der iva t ives and other strateg ies to manage market r i s k s , including interest rate and fore i g n

c u rrency r i s k s , and to achieve efficient exposure to certain asset classes. The Unive rsity enter s into foreign curre n-

cy forwa rd contracts pr i m a r ily for the purpose of minimizing the risk to the Unive rsity of adve rse changes in the

relationship b e t ween curre n c i e s . The Unive rsity uses interest rate swaps to manage the interest rate exposure of its 

c o m m e rcial paper. See Note 8. The Unive rsity generally enters into options and futures contracts for the purpose of

reducing the risk level of its investments or serving as a temporary surrogate for investment in stocks and bonds.

At August 31, 2 001, the Unive rs i t y ’s deriva t ive positions included foreign currency forwa rd contracts, i n t e rest rate

swa p s , and options and futures contracts. The fair value of these deriva t ives was $ 14 , 5 07, 000 . It is not practicable to sep-

arate the gain or loss component of investment transactions associated with der iva t ive s .

Fo reign currency forwa rd contracts, i n t e rest rate swa p s , stock lending, and re p u rchase agreements necessari l y

i nvo l ve counterp a rty credit r i s k . The Unive rsity seeks to control this risk by entering into transactions with high qual-

ity counterp a rties and through counterp a rty credit evaluations and approva l s , c o u n t e rp a rty credit limits, and exposure

m o n i t o ri n g . With respect to secur ities lending and re p u rchase agre e m e n t s , it is the Unive rs i t y ’s policy to re q u i re re c e i p t

of collateral on each contract equal to a minimum of 100 % of the security loaned.
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Endowment income $    215,989 $    215,727 

Realized gains and previously reinvested income 1 38,452 99,2 75 

Approved payout $    354 , 441 $   315,002 

2 0 0 1

U N I V E R S I T Y

2 0 0 0

U N I V E R S I T Y



6 . P l e d g e s  R e c e i v a bl e

Unconditional promises are included in the financial statements as pledges re c e iva ble and are classified as either tem-

p o r a r ily re s t ricted or permanently re s t ri c t e d , depending upon donor re q u i re m e n t s . Conditional pro m i s e s , which depend

on the occurrence of a specified future and uncertain eve n t , such as matching gifts from other donors , a re re c og n i z e d

when the conditions are substantially met. Pledges are re c o rded at the present value of the discounted future cash flow s ,

net of allowa n c e s . At A u g u s t 31, 2 001 and 2 000, pledges re c e iva ble are as follow s , in thousands of dollars :

7 . P l a n t  F a c i l i t i e s

Plant facilities at A u g u s t 31, 2 001 and 2 000, in thousands of dollars , a re as follow s :

In fiscal year 2 000, the Unive rsity revised the useful lives to reflect current useful life information and to comply with

the new federal cost re c ove ry re g u l a t i o n s . The effect of this change in estimate was an increase in the depre c i a t i o n

charge for the year ended August 31, 2 000 of approximately $ 4 0 , 000 , 000 .

Fully depreciated assets, mainly equipment and books, that are still in use by the Unive rsity amounted to approx-

imately $ 567, 000 , 000 and $ 539 , 000 , 000 at A u g u s t 31, 2 001 and 2 000, re s p e c t ive l y. D u r ing the year ended A u g u s t 31, 2 001,

the Unive rsity re t i red approximately $ 4 0 , 536 , 000 in fixed assets and their related accumulated depre c i a t i o n .
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One year or less $      71, 473 $      3,636 $     75 , 1 09 $      2 8,736 

Between one year and five years 4 3 1 , 673 2 2 , 669 454,342 498,578 

More than five years 5 06,610 – 5 06,610 90,126 

1 , 0 09 ,756 2 6 , 305 1 , 0 36 , 061 6 1 7, 4 40 

Less conditional pledges 2 5 1,6 30 1 8 , 400 2 70 , 0 30 1 , 4 48 

Less discount/allowance 2 38,747 – 2 38,747 1 3 4 , 495 

Pledges receivable $     519,379 $      7, 905 $    527, 2 84 $    48 1 , 497

2 0 0 0

C O N S O L I DAT E D   

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O NS OL I DAT E D

Land and improvements $    1 4 2 , 496 $      5,886 $   1 48 , 382 $   1 40 , 1 08 

B u i l d i n g s 1 , 968 ,783 4 2 0 , 909 2 , 389 , 692 2 , 1 36,033 

Equipment and bo o k s 960,235 2 8 3 , 5 49 1 , 2 4 3 ,784 1,142,014 

Construction in progress 2 5 6 , 4 57 32,001 2 88,458 342,500 

Plant facilities 3 , 3 2 7, 971 742,345 4 , 070,316 3 ,760,655 

Less accumulated depreciation 1 , 2 74 ,783 4 4 1 , 802 1 ,716,585 1 , 5 5 6 , 809 

Plant facilities, net of accumulated depreciation $  2,053,188 $  30 0 , 543 $ 2,353,731 $ 2 , 2 0 3 , 846 

2 0 0 0

C O N S O L I DAT E D   

2 0 0 1

U N I V E R S I T Y        H O S P I TA L S       C O NS OL I DAT E D



8 . U n i v e r s i t y  N o t e s  a n d  B o n d s  P a y a bl e

Notes and bonds paya ble at August 31, 2 001 and 2 000, in thousands of dollars , a re as follow s :

At August 31, 2 001 and 2 000, the fair value of these debt instruments approximated their re c o rded va l u e.

The Unive rsity incurred interest expense of approximately $ 71, 35 2 , 000 and $ 6 2 , 958 , 000 for fiscal ye a rs 2 001 a n d

2 000 , re s p e c t ive l y, of which approximately $ 7, 0 2 9 , 000 and $ 9 , 885, 000 , re s p e c t ive l y, h ave been capitalized as a cost of 

c o n s t ru c t i o n .

Scheduled principal payments on notes and bonds, in thousands of dollars , a re approx i m a t e l y :
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TA X - E X E M P T

CA LI F OR N I A  E D U C AT IO N A L  FA C I LI T IE S  A U T HO R I T Y  ( C E FA ) :

Revenue Bonds, due serially to 2032, with interest from 4.0% to 6.0% $   6 3 7,250 $    558,235 

Revenue Bonds, Series L with variable interest rates 99,543 83,819 

Department of Education Bonds of 1959 to 1984 due serially to 2024,

with interest from 3.0% to 3.5% 3,222 3,913 

TA X A B L E

Stanford University Bonds due 2024, with fixed interest of 6.875 % 150,000 150,000 

Medium Term Notes ($150,000 authorized) due to 2026,

with fixed interest from 5.85% to 7. 6 5 % 142,100 87,100 

Commercial Pa p e r, with variable interest rates 155,000 1 60,500 

O t h e r, with various interest rates 2 9,726 9 3 , 1 66 

University notes and bonds payable before premiums (discounts) 1,216,841 1 , 1 36, 733 

Net unamortized premiums (discounts) 815 ( 1 , 0 2 7 )

University notes and bonds payable $ 1 , 2 17,6 56 $ 1,1 3 5,706 

2 0 0 1 2 0 0 0

P R I N C I PA LY E A R

2002 Commercial Pa p e r $    155,000 

2002 Other 18,535 

2 0 0 3 2 , 5 09 

2 0 0 4 1 , 0 57 

2 0 0 5 1 5 , 309 

2 0 06 965 

Th e r e a f t e r 1 , 0 2 3 , 466 

To ta l $  1,216,841 



The Unive rsity has a commercial paper credit facility that provides for bor rowings up to $ 2 00 , 000 , 000 . The 

outstanding balance at A u g u s t 31, 2 001, was $ 155, 000 , 000 . The weighted average days to maturity is 8 2 . 35, and the

weighted average effective interest rate is 3. 7 % . The Unive r sity uses interest rate swaps to manage the interest rate

e x p o s u re of its commercial paper progr a m . See Note 5.

The c efa R eve nue Bonds have cer tain re s t ri c t ive cove n a n t s , including maintenance of certain financial ratios. I n

October 2 001, the Unive rsity issued $ 15, 490 , 000 in c efa l-9 Refunding Reve nue Bonds at an initial interest rate of

1. 85 % . D u ring fiscal year 2 001, the Unive rsity legally defeased approximately $ 12 4 , 000 , 000 of c efa j R eve nue Bonds.

9 . H o s p i t a l s ’ N o t e s  a n d  B o n d s  P a y a bl e

Bonds and certificates at August 31, 2 001 and 2 000, in thousands of dollars , a re as follow s :

The bonds and certificates are unsecured joint obligations of sh c and l p c h (the Obligated Gro u p ) . Payments of 

p r incipal and interest on the bonds and cer tificates are insured by municipal bond guaranty policies. The Master Tru s t

I n d e n t u re of the Obligated Group includes, among other things, limitations on additional indebtedness, liens on pro p-

e rt y, re s t r ictions on disposition or transfer of assets, and compliance with certain financial ratios. sh c and l p c h m ay

redeem the bonds and cert i f i c a t e s , in whole or in part , p rior to the stated maturi t i e s . Redemption of the bonds re q u i re s

a premium of up to 2 % . Redemption of the certificates is without pre m i u m .

H o l d e rs of the certificates have the option to tender the cer tificates as of designated purchase dates. In order to

e n s u re the availability of funds to purchase any cer tificates tendered that the re m a r keting agent is unable to re m a r ke t ,

l p c h has obtained bank credit agreements that expire beginning in September 2 003, unless extended by mutual agre e-

m e n t . l p c h has the option to conve rt the certificates to a fixed rate.
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Fixed Rate Revenue Bonds 1998 Series B, payable in annual amounts

through 2013, with an average interest rate of 5% $    188,935 $    191, 475 

1 993 Variable Rate Certificates of Participation, payable in annual amounts 

through 2023, with an average interest rate of 3% in 2001 38 , 900 4 3 , 1 96

H o s p i tals’ notes and bonds payable $    227,835 $ 2 34 , 671 

2 0 0 1 2 0 0 0



Estimated principal payments on bonds and cert i f i c a t e s , in thousands of dollars , a re summarized below :

The fair value of these debt instruments is estimated based on the quoted market pr ices for the same or similar issues

and on the current rates offered to sh c and l p c h for debt of the same remaining maturi t i e s . The estimated fair value of

the debt instruments as of August 31, 2 001 and 2 000 a p p roximated the re c o rded va l u e.

At August 31, 2 001, the Obligated Group had swap agreements expir ing through 2 0 23 to pay a fixed interest rate

of 6 . 2 2 % . The fair value of the interest rate swap is the estimated amount that the Hospitals would currently pay to ter-

minate the swap agreement at the re p o rting date, taking into account current interest rates and current cre d i t wo rt h i n e s s

of the swap counterp a rt i e s . The estimated fair value (loss) of the interest rate swap was $ ( 8 , 25 0 , 000) as of August 31,

2 001. The swap adjustment is net of the previously re c o rded fair value of the swap resulting from the purchase account-

ing adjustment related to the combination of sh s and l p c h in Ja nu a ry 1997. The effect of the interest rate swap utilized

to offset va ri a ble-rate funding was to increase interest expense by $ 1, 2 80 , 000 for 2001.

The Unive rsity is not an obligor or guarantor with respect to any obligations of the Obligated Gro u p.

1 0 . L i a b i l i t i e s  U n d e r  S e c u r i t y  A g r e e m e n t s

At August 31, 2 001 and 2 000, the Unive rsity held $ 372 , 96 2 , 000 and $ 190 , 4 32 , 000 , re s p e c t ive l y, of short - t e rm

u. s.G ove rnment obligations and cash as collateral deposits for certain securities loaned temporarily to bro ke rs . T h e s e

amounts are included as assets and liabilities in the Unive rs i t y ’s financial statements. In addition, at August 31, 2 001, t h e

U n ive rsity sold a secur ity subject to an obligation to re p u rchase it at a future date in the amount of $ 2 8 , 4 6 9 , 000 . T h e

b o r rowing has been accounted for as a financing transaction and bears interest at a rate of 3. 9 % . The estimated marke t

value of secur ities on loan and pledged under re p u rchase agreements at August 31, 2 001 and 2 000, we re $ 38 9 , 936 , 000 a n d

$ 18 4 , 4 2 4 , 000 , re s p e c t ive l y.

The Unive rsity sells secur ities “ s h o rt ” in order to enhance investment re t u rns and manage market exposure. A t

August 31, 2 001 and 2 000 , the fair market value of such securities is $ 110 , 07 6 , 000 and $ 168 , 00 9 , 000 , re s p e c t ive l y.
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P R I N C I PA LY E A R

2 0 0 2 $      3,570 

2 0 0 3 3 , 800 

2 0 0 4 4,045 

2 0 0 5 4 , 1 90

2 0 06 4,445 

Th e r e a f t e r 2 07,785 

To ta l $   227, 835 



1 1 . U n i v e r s i t y  E n d ow m e n t

The Unive rsity manages a substantial portion of its financial re s o u rces within its endow m e n t . These assets include pure

e n d ow m e n t , t e rm endow m e n t s , funds functioning as endow m e n t , and funds subject to living trust agre e m e n t s .

Depending on the nature of the donor’s stipulation, these re s o u rces are re c o rded as permanently re s t ri c t e d , t e m p o r a ri l y

re s t ri c t e d , or unre s t ricted net assets.

P u re endowment funds are subject to the re s t r ictions of the gift instruments re q u i r ing that the pr incipal be inve s t-

ed in perpetuity and the income and an appro p r iate portion of gains only be spent as provided for under the Californ i a

U n i f o rm Management of Institutional Funds Act (c um i fa) . In the absence of further donor re s t ri c t i o n s , the amount of

gains that are to be expended in a given year is determined through the endowment payout policy discussed in Note 5.

The Unive rsity classifies the ori ginal endowment gift and any donor-imposed re s t ricted gains as permanently re s t ri c t e d

a s s e t s . The Financial Accounting Standards Board (fasb) has determined that the legal limitations imposed by c um i fa o n

the amount of realized and unrealized gains on endowments that may be appro p riated for current expenditure do not

constitute re s t r ictions for financial re p o rting purp o s e s . A c c o rd i n g l y, the Unive rsity re p o rts the re i nvested realized and

u n realized gains as unre s t r icted net assets. Notwithstanding this fasb-mandated re p o rt i n g , the Unive rsity re c ognizes the

limitations on expending such gains that are specified in c um i fa .

E x p e n d a ble endowment assets include term endowments and funds functioning as endow m e n t . Te rm endow m e n t s

a re similar to other endowment funds except that upon the passage of a stated per iod of time or the occurrence of a par-

ticular eve n t , all or part of the principal may be expended. These re s o u rces are classified as temporarily re s t r icted net

a s s e t s . Funds functioning as endowment are unre s t r icted Unive rsity re s o u rces designated as endowment by the Board

and are invested in the endowment for long-term appreciation and current income. H oweve r, these assets remain ava i l-

a ble and may be spent at the Board ’s discre t i o n . Funds functioning as endowment are re c o rded as unre s t r icted net assets.

Funds subject to living trust agreements re p resent trusts with living income beneficiar ies where the Unive rsity has

a residual intere s t . The investments of these funds are re c o rded at their fair market va l u e. The discounted present va l u e

of any income beneficiary interest is re p o rted as a liability on the statement of financial position in accordance with

a c t u a r ial tables established by the Internal Reve nue Serv i c e. Gifts subject to such agreements are re c o rded as reve nu e

net of the income beneficiary share at the date of gi f t . A c t u a rial gains or losses are included in living trust inve s t m e n t

income and actuar ial adjustment. R e s o u rces that are expendable upon maturity are classified as temporar ily re s t ri c t e d

net assets; all others are classified as permanently re s t r icted net assets.
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Changes in the Unive rs i t y ’s endow m e n t , excluding pledges for the ye a rs ended August 31, 2 001 and 2 000, in thousands

of dollars , a re as follow s :
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Endowment, beginning of year $ 8,88 5 , 905 $  6,226,695 

I N V E ST M E N T  R E T UR N S :

Earned endowment income (including $3,957 and $3,203 reinvested in endowment, 

as required by donor, in 2001 and 2000, respectively) 2 1 9 , 9 46 2 1 8 , 9 30

Change in net realized and unrealized appreciation of investments during the year ( 73 7, 5 5 3 ) 2, 2 74,184 

Total investment returns ( 5 1 7,607 ) 2 , 493,114 

Unrestricted income and gains distributed for operations ( 3 5 4 , 4 4 1 ) ( 3 1 5 , 0 0 2 )

Endowment returns reinvested (withdrawn) ( 872 , 0 48 ) 2,1 78,112 

O T HE R  C H A NG E S  I N  E N D OW M E N T :

Gifts (net of $47,420 and $172 , 684 in pledges in 2001 and 2000, respectively) 1 5 8,159 242,315 

Investment of funds in endowment 1 0 2,911 80,420 

EFP income invested in (withdrawn from) endowment ( 1 9,407 ) 1 5 5, 744 

Actuarial adjustment on living trusts 733 1 2 , 404 

Other ch a n g e s ( 6,70 2 ) ( 9,78 5 )

Net increase (decrease) in endowment ( 6 36 , 3 54 ) 2 , 6 59,210 

Endowment, end of year $  8,249,551 $  8,88 5 , 905 

2 0 0 1 2 0 0 0



1 2 . U n i v e r s i t y  G i f t s

The Unive rs i t y ’s Office of Development (ood) re p o rts total gifts based on contri butions re c e ived in cash or pro p e rt y

d u r ing the fiscal ye a r. Gifts re p o rted for financial statement purposes are re c o rded on the accrual basis. The follow i n g

s u m m a r izes gifts and pledges re c e ive d , for the ye a rs ended A u g u s t 31, 2 001 and 2 000, per the statement of activities 

reconciled to the cash basis (as re p o rted by ood) , in thousands of dollars :

1 3 . F u n c t i o n a l  E x p e n s e s

Expenses for each of the ye a rs ended August 31, 2 001 and 2 000, we re categorized as follow s , in thousands of dollars :
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Expendable gifts in support of operations $    125,284 $    113, 1 87 

Expendable gifts invested in the endowment 5 , 884 1 7, 742 

Temporarily restricted general gifts 99,120 1 48, 750 

Buildings and improvements 4 2 , 693 1 78, 1 97 

Permanently restricted endowment gifts 1 87, 085 390,605 

Permanently restricted student loans 84 11 

To tal University gifts per statement of activities 460 , 1 50 848 , 492 

A DJ U ST M E N TS  T O  G I F T  TO TA L  A S  R E P OR T ED  B Y  O O D :

P l e d g e s ( 2 1 5 , 38 2 ) ( 5 3 2,4 3 4 )

Non-government grants, recorded as sponsored research support 48 , 865 3 7, 706 

Payments made on pledges 1 77,502 2 2 8,0 38 

Actuarial gains on maturity of l iving trusts within five years of date of gift 292 265 

O t h e r ( 2 , 46 1 ) ( 1,5 9 3 )

To tal University gifts as reported by OOD $    468,966 $    580, 474 

2 0 0 1 2 0 0 0

U N I V ER S I T Y :

Instruction and departmental research $     667, 991 $    610, 2 70 

Organized research (direct costs) 623,113 5 80,5 66 

L i b r a r i e s 1 07,001 9 2,5 86

Student services 5 6 , 306 49,129 

Administration and general 1 2 8 , 4 46 1 1 6,5 47

Development 8 2 , 461 66,780 

SL AC construction 1 2,433 7,332 

Auxiliary activities 2 8 1, 470 2 39, 777 

1,959,221 1 ,76 2 , 987 

H O SP I TA LS :

Health care services 9 3 4 , 680 397, 490 

To tal consolidated expenses $  2,89 3 , 901 $  2,160 , 477 

2 0 0 1 2 0 0 0



D e p re c i a t i o n , i n t e re s t , and plant operations and maintenance expenses are allocated to program and supporting activ i-

t i e s , except for slac c o n s t ru c t i o n . A u x i l i a ry activities include housing and dining serv i c e s , i n t e rc o l l e giate athletics, sa a,

other activ i t i e s , and certain patient care provided by the School of Medicine.

1 4 . U n i v e r s i t y  P e n s i o n  P l a n s  a n d  O t h e r  Po s t re t i r e m e n t  B e n e f i t s

The Unive rsity provides re t i rement benefits, t h rough both contri bu t o ry and noncontri bu t o ry pension plans, for 

substantially all of its employe e s . In addition to providing pension benefits, the Unive rsity provides certain health care

benefits for re t i red employees (other post-re t i rement benefits).

Pension  Pl ans > The Unive rs i t y ’s policy is to fund pension costs in accordance with the Employee Retirement Income

S e c u rity A c t ’s minimum funding re q u i re m e n t s . Total net pension expense for the ye a rs ended A u g u s t 31, 2 001 and 2 000,

was approx i m a t e l y $ 4 3, 5 9 4 , 000 a n d $ 4 0 , 613, 000 , re s p e c t ive l y.

R e t i rement benefits for certain nonexempt employees are provided through a noncontri bu t o ry defined benefit

pension plan. The Unive rsity re c ognized a credit to net pension expense related to the defined benefit pension plan of

$ 11, 016 , 000 a n d $ 8 , 805, 000 for the ye a rs ended A u g u s t 31, 2 001 and 2 000 , re s p e c t ive l y. E f f e c t ive Ja nu a ry 1, 2 001, b e n e-

fits for each year of service prior to 1992 a re based on 199 2 e a rn i n g s . The amendment applies to those who we re both

e l i gi ble employees and participants in the plan on Ja nu a ry 1, 2 001.

The Unive rsity offers a defined contri bution pension plan to eligi ble faculty and staff. U n ive rsity and part i c i p a n t

c o n t ri butions are invested in annuities and mutual funds. U n ive rsity contri butions under this plan amounted to approx-

i m a t e l y $ 5 4 , 496 , 000 and $ 49 , 4 04 , 000 for the ye a rs ended A u g u s t 31, 2 001 and 2 000, re s p e c t ive l y.

Other  Post -Re t i remen t Benef i t  P lans > The Unive rs i t y ’s employees may become eligi ble for other post-re t i rement 

benefits upon re t i re m e n t . R e t i ree health plans are paid for in part by re t i ree contri bu t i o n s , which are adjusted annu a l-

l y. Benefits are provided through va rious insurance companies whose charges are based either on the benefits paid 

d u r ing the year or annual pre m i u m s . Health benefits are provided to re t i rees and their cove red dependents. T h e

U n ive rsity re c ognizes the cost of post-re t i rement benefits over the periods that employees render serv i c e. The Unive rs i t y

re c ognizes the pr ior service obligation over 2 0 ye a rs .

E f f e c t ive Ja nu a ry 1, 1999 , the Unive rsity capped its health care benefits plan subsidy for post-65 benefits for 

n o n - M e d i c a re+ Choice progr a m s . The Unive rs i t y ’s subsidy for post-65 benefits for non-Medicare+ Choice progr a m s

was increased effective Ja nu a ry 1, 2 001. E f f e c t ive Ja nu a ry 1, 2 00 2 , the Unive rsity will re m ove the cap and provide a 

subsidy equal to the lowest cost plan for non-Medicare+ Choice progr a m s .
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The change in pension and other post-re t i rement plan assets and the related change in benefit obl i g a t i o n , in thousands 

of dollars as of and for the ye a rs ended A u g u s t 31, 2 001 and 2 000, we re as follow s :

The accrued benefit asset (cost), in thousands of dollars , was determined as follows at August 31, 2 001 and 2 000:
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C H AN G E  I N  PL A N  A S S E T S

Fair value of plan assets at beginning of year $     284,642 $  253,611 $       28,103 $       25,266 

Actual return on plan assets ( 1 3 , 0 2 2 ) 4 5,543 ( 2 , 5 1 6 ) 3 , 698 

Employer contributions – – 6,843 3,555 

Plan participants’ contributions – – 2,575 1 , 5 88 

Benefits paid ( 1 5 , 69 5 ) ( 1 4,5 1 2 ) ( 9 , 4 1 8 ) ( 6 , 0 0 4 )

Fair value of plan assets at end of year $     255,925 $  284 , 642 $       25,587 $       28,103 

C H A N G E I N  BE N EF I T  O B L I G AT I O N

Benefit obligation at beginning of year $     194,559 $  196,226 $     103,566 $       75,965 

Service cost 4 , 699 4,2 86 3,678 2, 777 

Interest cost 1 4 , 961 1 3, 760 7,551 5,352 

Plan participants’ contributions – – 2,575 1 , 5 88 

A m e n d m e n t s 1 0, 724 – 3 4,756 2, 2 74 

Actuarial (gain) loss 8 , 390 ( 5,2 0 1 ) 1 4,778 2 1,614 

Benefits paid ( 1 5 , 69 5 ) ( 1 4,5 1 2 ) ( 9 , 4 1 8 ) ( 6 , 0 0 4 )

Benefit obligation at end of year $      217, 6 38 $  194 , 5 59 $     157,486 $     103,566 

P E N S I O N

2 0 01                  2 0 0 0

OT HE R  P O S T- R E T I R E M E N T

2 0 0 1                  2 0 0 0

Plan assets minus benefit obligation $       38 , 2 87 $    90 , 083 $    (131,899 ) $      (75 , 46 3 )

Unrecognized transition (asset) liability ( 90 5 ) ( 1 , 806 ) 3 1 , 080 3 3 , 391 

Unrecognized prior service cost 1 0 , 980 1 , 493 36,818 2 , 2 74 

Unrecognized net actuarial (gain) loss ( 4 4 , 0 2 7 ) ( 96 , 4 5 1 ) 3 1 , 387 1 1 ,715 

Accrued benefit asset (cost) recorded in the statement 

of financial position $         4,335 $     (6,68 1 ) $      (32,614) $      (28,08 3 )

P E N S I O N

2 0 01                  2 0 0 0

OT HE R  P O S T- R E T I R E M E N T

2 0 0 1                  2 0 0 0



The discount rate, expected rate of re t u rn on plan assets, and the projected cove red pay roll growth rates used 

in determining the previous accrued benefit costs we re as follows for the ye a rs ended August 31, 2 001 and 2 000:

The assumed health care cost trend rate used to measure the accumulated post-re t i rement benefit obligation at August 31,

2 001, was 10 % for calendar year 2 00 2. The rate was assumed to decrease by 1 % for each of the next four calendar ye a rs ,

and to decrease to 5.5% for the following year and remain level there a f t e r.

The assumed health care cost trend rate used to measure the accumulated post-re t i rement benefit obligation at

August 31, 2 000 , was 10% for calendar year 2 001. The rate was assumed to decrease by 1 % for each of the next four 

calendar ye a rs , with a 6% a n nual rate for calendar year 2 00 6, and to remain at that level there a f t e r.

Net benefit (income) expense related to the plans for the ye a rs ended A u g u s t 31, 2 001 and 2 000, in thousands of

d o l l a rs , included the following components:

Assumed health care cost trend rates have a significant effect on the amounts re p o rted for the health care plans.

I n c reasing the health care cost trend rate by 1 % in each future year would increase the accumulated post-re t i rement 

benefit obligation by $ 25, 607, 000 and the aggregate service and interest cost by $ 1, 800 , 000 . D e c reasing the health care

cost trend rate by 1 % in each future year would decrease the accumulated post-re t i rement benefit obligation by

$ 2 0 , 6 39 , 000 and the aggregate service and interest cost by $ 1, 411, 000 .
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Discount rate      7.00%  7.50% 7.00% 7. 5 0 %

Expected return on plan assets       8 . 75% 8 . 75% 8 . 75%  8 . 75 %

Covered payroll growth rate      5.00% 5 . 0 0 % N/ A N/ A

P E N S I O N

2 0 0 1                  2 0 0 0

OT HE R  P O S T- R E T I R E M E N T

2 0 0 1                  2 0 0 0

Service cost $         4,699 $      4,286 $         3,678 $    2, 777 

Interest cost 1 4 , 961 1 3,760 7,551 5,352 

Expected return on plan assets ( 2 4 , 3 5 3 ) ( 2 1,6 2 8 ) ( 2 , 4 5 9 ) ( 2 , 2 1 1 )

Amortization of transition (asset) liability ( 90 1 ) ( 90 1 ) 2 , 5 68 2 , 5 68

Amortization of prior service cost 1,237 1 87 212 – 

Recognized net actuarial (gain) loss ( 6 , 6 5 9 ) ( 4 , 5 09 ) 81 ( 5 2 )

Net periodic benefit (income) expense $      (11,016) $   ( 8 , 80 5 ) $      11,631 $      8 , 4 34 

P E N S I O N

2 0 01                  2 0 0 0

OT HE R  P O S T- R E T I R E M E N T

2 0 0 1                  2 0 0 0



1 5 . H o s p i t a l s ’ P e n s i o n  P l a n s  a n d  O t h e r  Po s t - R e t i r e m e n t  B e n e f i t s   

sh c and l p c h p rovide re t i rement benefits through defined benefit and defined contri bution re t i rement plans cove ri n g

substantially all employe e s .

Defi ned Benef i t  Pl ans > C e r tain employees of sh c and l p c h a re cove red by a noncontri bu t o ry, defined benefit pension

plan (sh c Staff Pension Plan). Benefits of certain prior employees of l p c h a re cove red by a frozen defined benefit plan.

Benefit obligations of the l p c h plan at August 31, 2 001, we re $ 4 , 675, 000 , offset by $ 4 , 644 , 000 of plan assets, and at A u g u s t

31, 2 000 we re $ 4 , 2 00 , 000 , offset by an equal amount of plan assets. Benefits are based on ye a rs of service and the employ-

e e ’s compensation. C o n t ri butions to the plans are based on actuar ially determined amounts sufficient to meet the 

benefits to be paid to plan part i c i p a n t s .

Benefits accumulated through March 31, 2 000 (other than benefits under the frozen l p c h p l a n ) , a re included in

the benefit obligation re c o rded on the books of uc sf S t a n f o rd Health Care. Management of sh c, uc sf S t a n f o rd Health

C a re, and uc a re in discussion with the i rs and Department of Labor in order to transfer those obligations and re l a t e d

plan assets to sh c and uc. At this time, e l i gi ble employees will be paid benefits for services provided before A p ri l 1, 2 000

f rom uc sf S t a n f o rd Health Care, and benefits for services provided after A p ril 1, 2 000 will be paid by the sh c S t a f f

Pension Plan. Since sh c ultimately expects uc sf S t a n f o rd Health Care to transfer cer tain of these obligations and all of

the plan assets to sh c Staff Pension Plan, sh c and l p c h h ave re c o rded the net periodic benefit gain allocated to sh c a n d

l p c h since March 31, 2 000 . sh c and l p c h also re c o rded service costs incurred since March 31, 2 000 , and other pension

costs related to benefits accumulated since March 31, 2 000 . As a re s u l t , a net prepaid pension benefit of $ 1, 8 71, 000 wa s

re c o rded by sh c and l p c h.

Def ined Con tr i but io n P lan > E m p l oyer contr i butions to the defined contri bution re t i rement plan are based on a per-

centage of participant annual compensation. E m p l oyer contri butions to this plan totaling $ 19 , 900 , 000 and $ 6 , 7 00 , 000 a re

included in the employee benefits expense for fiscal year 2 001 and the five months ended August 31, 2 000 , re s p e c t ive l y.

Post -Re t i r ement  Med ica l  Bene f i t  P lan > sh c and l p c h c u rrently provide health insurance coverage for employees upon

re t i rement at age 55 with ye a rs of service as defined by certain cr i t e ri a , o r, for specific employe e s , at age 65 with at least

f ive ye a rs of serv i c e. The health insurance coverage is the same as that provided for active employe e s . The obl i g a t i o n

for these benefits has been re c o rded in the accompanying consolidated statement of financial position.
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The plan assets and benefit obligation presented below include the portion of the uc sf S t a n f o rd Health Care pension

plan related to sh c and l p c h e m p l oye e s , the frozen l p c h p l a n , and the sh c Staff Pension Plan. The net periodic pension

cost and post-re t i rement medical benefit cost include the following components, in thousands of dollars , as of and for

the year ended August 31, 2 001, and as of and for the five months ended August 31, 2 000 :

The accrued benefit asset (cost), in thousands of dollars , was determined as follows at August 31, 2 001 and 2 000:

P. 5 6 | S T A N F O R D  U N I V E R S I T Y

C H AN G E  I N  PL A N  A S S E T S

Fair value of plan assets at beginning of year $    129,165 $ 129,222 $               – $              –

Actual return on plan assets ( 1 0 , 9 5 2 ) 1,545 – –

Employer contributions 527 2 08 2, 727 898 

Benefits paid ( 5,872 ) ( 1 , 8 1 0 ) ( 2, 72 7 ) ( 898 )

Fair value of plan assets at end of year $     112,868 $ 129,165 $               – $               – 

C H A N G E I N  BE N EF I T  O B L I G AT I O N

Benefit obligation at beginning of year $       99,815 $   97, 966 $      49,812 $       47,782 

Service cost 1,764 681 1,958 751 

Interest cost 7, 669 3,331 3, 777 1,528 

Actuarial (gain) loss 10,531 ( 3 5 3 ) 1 2,019 6 49 

Benefits paid ( 5, 872 ) ( 1 , 8 1 0 ) ( 2, 72 7 ) ( 898 )

Benefit obligation at end of year $    1 1 3 , 907 $   99,815 $     64 , 8 39 $     49,812 

P E N S I O N B EN EF I T S

2 0 0 1                  2 0 0 0

P O S T- R E T I R E M EN T  

M E D I C A L  B E N E F I T S

2 0 0 1                  2 0 0 0

Plan assets minus benefit obligation $        (1,039 ) $   29,350 $     ( 6 4 , 8 39 ) $     (49 , 8 1 2 )

Unrecognized prior service cost – – 3,317 2 ,730 

Unrecognized (gain) loss ( 1 1 , 4 36 ) ( 4 3 , 5 99 ) 7,628 ( 4 ,72 1 )

Accrued benefit cost recorded in the statement 

of financial position ( 1 2 , 475 ) ( 1 4 , 2 49 ) ( 5 3 , 89 4 ) ( 5 1 , 80 3 )

Less:  Accrued benefit cost at UC SF Stanford Health Care 1 4 , 998 1 4 , 998 – –

Accrued benefit asset (cost) recorded by SHC and LPCH $        2,523 $       749 $    ( 5 3 , 894 ) $    ( 5 1 , 80 3 )

P E N S I O N B EN EF I T S

2 0 0 1                  2 0 0 0

P O S T- R E T I R E M EN T  

M E D I C A L  B E N E F I T S

2 0 0 1                  2 0 0 0



Net benefit (income) expense related to the plans for the ye a rs ended A u g u s t 31, 2 001 and 2 000 , in thousands of dollars ,

included the following components:

The discount rate, expected rate of re t u rn on plan assets, and the projected cove red pay roll growth rates used in deter-

mining the above accrued benefit costs we re as follows for the ye a rs ended A u g u s t 31, 2 001 and 2 000:

The assumed health care cost trend rate used to measure the accumulated post-re t i rement benefit obligation at August 31,

2 001 wa s 12 % for the year ended August 31, 2 00 2 . The rate was assumed to decrease by 1.5% for the next five ye a rs and

to remain at 4 . 75 % t h e re a f t e r.

Assumed health care cost trend rates have a significant effect on the amounts re p o rted for the medical benefit plan.

I n c reasing the health care cost trend rate by 1% in each future year would increase the accumulated post-re t i rement 

benefit obligation by $ 3, 60 8 , 000 and the aggregate service and interest cost by $ 56 , 000 . D e c reasing the health care cost

t rend rate by 1% in each future year would decrease the accumulated post-re t i rement benefit obligation by $ 3, 256 , 000

and the aggregate service and interest cost by $ 301, 000 .

1 6 . C o m m i t m e n t s  a n d  C o n t i n g e n c i e s

Management is of the opinion that none of the following commitments and contingencies will have a mater ial adve rs e

effect on the Unive rs i t y ’s consolidated financial position.

Sponsor ed  Pr ojec ts > The Unive rsity conducts substantial re s e a rch for the federal gove rnment pursuant to contracts 

and grants from federal agencies and depart m e n t s . The Unive rsity re c o rds re i m bu rsements of direct and indirect costs

2 0 0 1 A N N U A L  R E P O R T | P. 5 7

Service cost $         1, 764 $      681 $        1,958 $         751 

Interest cost 7, 669 3,331 3, 777 1,528 

Expected return on plan assets ( 9 , 4 2 2 ) ( 4 , 0 1 6 ) – – 

Amortization of prior service cost – – ( 5 87 ) ( 4 36 )

Recognized net actuarial (gain) ( 1 , 2 3 7 ) ( 607 ) ( 3 30 ) ( 40 3 )

Net periodic benefit (income) expense $        (1,226) $      ( 6 1 1 ) $        4,818 $       1 , 440 

P E N S I O N B EN EF I T S

2 0 0 1                  2 0 0 0

P O S T- R E T I R E M EN T  

M E D I C A L  B E N E F I T S

2 0 0 1                  2 0 0 0

Discount rate 7. 2 5 % 7. 75 % 7. 2 5 % 7. 75 %

Expected return on plan assets 8 . 0 0 % 8 . 0 0 % N/ A N/ A

Rate of compensation increase 5 . 5 0 % 3 . 5 – 5 . 5 % N/ A N/ A

P E N S I O N

2 0 0 1                  2 0 0 0

OT HE R  P O S T- R E T I R E M E N T

2 0 0 1                  2 0 0 0



( facilities and administrative costs) from gr a n t s , c o n t r a c t s , and slac as operating reve nu e s . The Office of Naval Researc h

is the Unive rs i t y ’s cognizant federal agency for determining indirect cost rates charged to federally sponsored agre e-

m e n t s . It is supported by the Defense Contract Audit A g e n c y, which has the responsibility for auditing direct and indi-

rect charges under those agre e m e n t s . D i rect and indirect costs re c ove red by the Unive rsity in support of sponsore d

re s e a rch are subject to audit and adjustment.

H o s p i ta l s > Cost re p o rts filed under the Medicare program for services based upon cost re i m bu rsement are subject to

a u d i t . The estimated amounts due to or from the program are rev i ewed and adjusted annually based upon the status of

such audits and subsequent appeals.

The health care industry is subject to nu m e rous laws and regulations of federal, s t a t e, and local gove rn m e n t s .

Compliance with these laws and regulations can be subject to future gove rnment rev i ew and interp re t a t i o n , as well as

re g u l a t o ry actions unknown or unasserted at this time. R e c e n t l y, g ove rnment activity has increased with respect to inve s-

tigations and allegations concerning possible violations of regulations by health care prov i d e rs . These violations could

result in the imposition of significant fines and penalties, as well as significant re p ayments for patient services prev i o u s-

ly billed. sh c and l p c h a re subject to similar re g u l a t o ry rev i ew s , and while such rev i ews may result in re p ayments and/or

c ivil remedies that could have a material effect on sh c’s and l p c h’s financial results of operations in a given peri o d , m a n-

agement believes that such re p ayments and/or civil remedies would not have a mater ial effect on the hospitals’ f i n a n c i a l

p o s i t i o n .

H I PA A > The Health Insurance Po rtability and Accountability Act (h i pa a) was enacted August 21, 1996 , to assure health

insurance port a b i l i t y, reduce healthcare fraud and abu s e, guarantee security and privacy of health information and

e n f o rce standards for health inform a t i o n . Organizations are re q u i red to be in compliance with certain h i pa a p rov i s i o n s

b e ginning October 2 00 2. P rovisions not yet finalized are re q u i red to be implemented two ye a rs after the effective date

of the re g u l a t i o n . Organizations are subject to significant fines and penalties if found not to be compliant with the prov i-

sions outlined in the re g u l a t i o n s . Management is in the process of evaluating the impact of this legislation on its operations

including future financial commitments that will be re q u i red to comply with the legi s l a t i o n .

L i t i g a t i o n > The Unive rsity and the Hospitals are defendants in a number of other legal actions. While the final out-

come cannot be determined at this time, management is of the opinion that the liability, if any, resulting from these legal

actions will not have a mater ial adve rse effect on the Unive rs i t y ’s consolidated financial position.

Cont rac tua l  Commi tments > At A u g u s t 31, 2 001, the Unive rsity had contractual obligations of approximately $ 8 6 , 2 9 2 , 000

in connection with major construction pro j e c t s . Remaining expenditures on construction in progress are estimated to

be $ 531, 5 0 6 , 000 , which will be financed with certain unexpended plant funds, gi f t s , and debt.

At August 31, 2 001, the remaining commitment on contracts for the construction and remodeling of hospital fa c i l-

ities was approximately $ 38 , 000 , 000 .
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The consolidated financial statements on the preceding pages have been pre p a red in conformity with generally accept-

ed accounting pr i n c i p l e s .The management of Stanford Unive rsity is re s p o n s i ble for the integr ity and objectivity of these

consolidated financial statements.

In accumulating and controlling its financial data, management maintains a highly developed system of intern a l

accounting contro l s . Management believes that a high level of internal control is maintained by the establishment and

c o m munication of accounting and business policies, by the selection and training of qualified pers o n n e l , and by a pro-

gram of internal audits to give it re a s o n a ble assurance at re a s o n a ble cost that the Unive rs i t y ’s assets are protected and

that transactions and events are re c o rded pro p e r l y.

The accompanying consolidated financial statements, w h e re indicated, h ave been audited by the Unive rs i t y ’s 

independent accountants, P ri c ewa t e r h o u s e C o o p e rs l l p. Their re p o rt expresses an informed judgment as to whether

m a n a g e m e n t ’s consolidated financial statements considered in their entire t y, p resent fa i r l y, in conformity with generally

accepted accounting pri n c i p l e s , the Unive rs i t y ’s financial position and changes in net assets and cash flow s . The 

independent accountants’ opinion is based on audit pro c e d u res described in their re p o rt , which include obtaining 

an understanding of Unive rsity systems, p ro c e d u re s , and internal accounting contro l s , and performing tests and other

auditing pro c e d u res to provide re a s o n a ble assurance that the financial statements are neither mater ially misleading nor

contain material er ro rs . While the independent accountants make extensive tests of Unive rsity pro c e d u res and contro l s ,

it is neither practical nor necessary for them to scrutinize a large portion of the Unive rs i t y ’s transactions.

The Board of Tru s t e e s , t h rough its Audit Committee, composed of trustees not employed by the Unive rs i t y, i s

re s p o n s i ble for engaging the independent accountants and meeting with management, i n t e rnal auditors , and the inde-

pendent accountants to ensure that each is car rying out its responsibilities and to discuss auditing, i n t e rnal contro l , a n d

financial re p o rting matters . Both the internal auditors and the independent accountants have full and free access to the

Audit Committee. Both meet with the Audit Committee at least annu a l l y, with and without each other, and with and

without the presence of management re p re s e n t a t ive s .

M a n a g e m e n t  R e s p o n s i b i l i t y  f o r  F i n a n c i a l  S t a t e m e n t s

R A N DA L L  S .  L I V I N G S T O N

Vice President for Business A f fa i rs 
and Chief Financial Officer

M .  S U Z A N N E  C A L A N D R A

C o n t ro l l e r



R e p o r t  o f  I n d e p e n d e n t  A c c o u n t a n t s

San Francisco, C a l i f o rn i a
N ovember 21, 2 001

To The Board of Tru s t e e s

S t a n f o rd Unive rs i t y

S t a n f o rd , C a l i f o rn i a

In our opinion, based on our audits and the re p o rt of other auditors , the accompanying consolidated statements of finan-

cial position and the related consolidated statements of activities and cash flow s , which appear on pages 31 t h rough 58,

p resent fa i r l y, in all material re s p e c t s , the financial position of Stanford Unive rsity at August 31, 2 001 and 2 000, and the

changes in its net assets and its cash flows for the ye a rs then ended in conformity with accounting pr inciples generally

accepted in the United States of A m e ri c a . These financial statements are the responsibility of the Unive rs i t y ’s manage-

m e n t ; our responsibility is to express an opinion on these financial statements based on our audits. We did not audit the

financial statements of Stanford Hospital and Clinics, an entity controlled by the Unive rs i t y, which statements re f l e c t

total assets of $ 910 million and $ 9 2 4 million as of August 31, 2 001 and 2 000, re s p e c t ive l y, and total unre s t r icted reve nu e s

of $ 1, 05 9 million and $ 399 million for the ye a rs then ended. Those statements we re audited by other auditors whose

re p o rt thereon has been furnished to us, and our opinion expressed here i n , i n s o far as it relates to the amounts included

for Stanford Hospital and Clinics, is based solely on the re p o rt of the other auditors . We conducted our audits of these

statements in accordance with auditing standards generally accepted in the United States of A m e ri c a , which re q u i re that

we plan and perform the audit to obtain re a s o n a ble assurance about whether the financial statements are free of materi-

al misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in 

the financial statements, assessing the accounting principles used and significant estimates made by management, a n d

evaluating the overall financial statement pre s e n t a t i o n . We believe that our audits and the re p o rt of other auditors pro-

vide a re a s o n a ble basis for our opinion.
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