Yale, Aviva, and the SEC
As reported in the Financial Times (6/30/03): 

Yale University is under fire from its trade unions over claims of non-disclosure of, and conflicts of interests between, some of the Ivy League institution's $10.5bn investments. The unions have asked the Securities and Exchange Commission to investigate whether Yale violated federal securities laws related to the non-disclosure of investments.

Yale’s unions have submitted a letter to the SEC requesting an investigation of Yale’s reporting of its Aviva holdings.

The story begins in 1993.

After serving on the Yale Investments Committee since 1985, John Lee was elected to become a trustee on the Yale Corporation in the spring of 1993. 

In July 1993, sixteen investors signed an agreement to purchase 12.6 million shares of a small Texan oil company named Aviva Petroleum for $0.95 (or 63p) per share. Aviva is an oil exploration company with the bulk of its business in the United States, Colombia, and Papua New Guinea. These investors included:

· 1,052,631 shares to Yale University;
· 1,052,631 shares to Lee Development Corp., controlled by Yale trustee John Lee;
· 1,052,631 shares to Joel Smilow, a once-and-future Yale Corporation candidate.

(Mr. Smilow was nominated in 1991 and 1996 to run, unsuccessfully, for the Yale Corporation, after years as a significant alumni donor and leader. John Lee had also run, unsuccessfully, in 1985.)

In late August 1993, Aviva Petroleum announced that John Lee was appointed to its board of directors, a position for which he would earn about $100,000 ($20,000 annually until he left the firm in 1998).

By October 1993, both Yale and Smilow had exercised additional options, increasing their holdings:

· Yale University (1.4 million shares)
· Joel Smilow (1.4 million shares)
· John Lee and the Lee Development Corp (1.1 million shares)

By the end of 1994, Yale had further increased its holdings to 2.55 million shares of Aviva Petroleum, or 8.1% of the company (over the 5% threshold requiring disclosure). 

For the next 5 years, the company's shares were consistently traded on the London Stock Exchange (and were sporadically traded on various U.S. markets). After the investors' initial purchase at 63p, the shares did not perform well:

	YEAR
	HIGH
	LOW

	1995
	58p
	38p

	1996
	46p
	25p

	1997
	69p
	28p

	1998
	28p
	4p

	1999
	10p
	5p


The company was delisted from the London Stock Exchange in May 1999. John Lee left the board of Aviva in 1998, and his term on Yale’s board expired in 1999. Mr. Lee passed away in May 2001.

Aviva's annual report for 2001 still lists Yale holding 2.55 million shares, representing 5.04% of the company. On April 17, 2003, shares in Aviva were trading at their 52-week low of $0.01 per share. At this price, Yale’s original holdings worth over $2 million were worth only $25,500.

Aviva's SEC filings (Form 10K and a Schedule 14A from 5/30/03) list Yale as a consistent holder of 2.55 million shares through 2001. However, such holdings do not appear on any Yale 13F filing with the SEC after December 1995.

For more details, see the unions’ letter to the SEC.
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