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WEDNESDAY, AUGUST 10

A. CONVENE IN OPEN SESSION

B. CONSIDER AGENDA ITEM

U. T. System Board of Regents: Approval of Chairman’s recommended
appointment of Regent Robert B. Rowling as Chairman of the Finance and
Planning Committee (Regents’ Rules and Requlations, Series 10402, related to
appointment of Committee Chairmen)

RECOMMENDATION

Chairman Huffines recommends the appointment of Regent Robert B. Rowling as Chairman
of the Finance and Planning Committee pursuant to the Regents’ Rules and Regulations,
Series 10402, related to appointment of Committee Chairmen.

C. RECESS TO EXECUTIVE SESSION PURSUANT TO TEXAS GOVERNMENT
CODE, CHAPTER 551 (See Meeting of the Board Table of Contents Page i)

D. RECESS FOR GROUNDBREAKING FOR GALVESTON NATIONAL
LABORATORY

E. RECONVENE IN EXECUTIVE SESSION FOR DISCUSSION (Working Lunch)

F. RECONVENE IN OPEN SESSION AND CONSIDER ACTION, IF ANY, ON
EXECUTIVE SESSION ITEMS AND RECESS

COMMITTEE MEETINGS (1:30 — 5:45 p.m.)

Health Affairs Committee (1:30 p.m.)
Academic Affairs Committee (2:30 p.m.)
Finance and Planning Committee (3:45 p.m.)

Facilities Planning and Construction Committee (4:45 p.m.)



THURSDAY, AUGUST 11

COMMITTEE MEETINGS (8:00 - 10:00 a.m.)
Audit, Compliance, and Management Review Committee (8:00 a.m.)

Student, Faculty, and Staff Campus Life Committee (9:00 a.m.)

G. RECONVENE MEETING OF THE BOARD IN OPEN SESSION

H. APPROVAL OF MINUTES

l. CONSIDER AGENDA ITEMS

1. U. T. System Board of Regents: Amendments to the Regents' Rules and
Reqgulations, Series 10403, regarding public testimony during open
meetings

RECOMMENDATION

The Chancellor concurs in the recommendation of the Counsel and Secretary to the
Board and the Vice Chancellor and General Counsel that the Regents' Rules and
Regulations, Series 10403, Section 6 be amended as set forth in congressional style
below to comply with Senate Bill 511 passed during the 79th Regular Texas Legislative
Session concerning the issue of public testimony during open meetings:

2. Rule and Regulation

Sec. 6 Request to AppearBefore-the Board-ora-Committee Provide Public

Testlmonv on an Aqenda Item %eeept—upen—mwtaﬂen—ef—the—Bea#d—ef




Beardrer—eemmetee Members of the publlc are allowed to present
written and oral testimony, for a reasonable amount of time as
determined by the Chairman of the Board, on any topic listed on the
agenda for a Committee or Board meeting that is open to the public.
Testimony on topics not listed on the agenda will not be allowed.
Members of the public wishing to present testimony shall provide their
name and the agenda topic they wish to address to the Counsel and
Secretary to the Board at least 24 hours in advance of the meeting.
Insofar as possible, any person who provides oral testimony appears
before the Board shall provide a written statement of the substance of
such person's testimony presentation to the Boardand-such-written
statementshall-be-delivered-to the Counsel and Secretary to the Board
in suff|C|ent time for copies to be distributed to the Regents prlor to the

Gh&wmaner—armajemye#&e%qmme The Board shaII conS|der the

public testimony presented to the Board on an issue before making a
decision on the issue. The Chairman or a majority of the Board may

prescribe sanctions against any person exceeding established time;

place—ormanner-limits or speaking on a topic not relevant to the
agenda toplc Ihese—saneﬂens—nmy—melude#}e—miusakte—auea%ueh

BACKGROUND INFORMATION

Senate Bill 511 (which adds Section 51.355 to the Texas Education Code) requires the
governing board of a university system to adopt a policy that allows the public to
present, for a reasonable amount of time and for any item on the agenda, both written
and oral testimony at a regular meeting of the board by October 1, 2005. Senate

Bill 511 also requires that the governing board consider the public testimony before
making a decision on the issue.

Current Regents' Rules and Regulations at Series 10403, Section 6 contain the
procedures necessary for a person to appear before the Board of Regents. While the
intent of the current procedures was to provide a method for individuals to present
public testimony, the procedures contain certain provisions that are more restrictive than
what is intended by Senate Bill 511. The proposed amendments will align the Regents'
Rules and Regulations with Senate Bill 511.



2. U. T. System Board of Regents: Amendments to the Regents' Rules and
Reqgulations, Series 30201, Section 9.4 (Military Duty)

RECOMMENDATION

The Chancellor concurs in the recommendation of the Counsel and Secretary to the
Board and the Vice Chancellor and General Counsel that the Regents’ Rules and
Regulations, Series 30201, Section 9.4, regarding military duty, be amended as set
forth below in congressional style:

2. Rule and Regulation

Sec. 9 Military Duty. . .

9.4  In accordance with Texas Government Code Section 661.9041,
the Chancellor or president of an institution shall grant sufficient
emergency leave as differential pay to a state employee on
unpaid military leave if the employee’s military gress pay is less
than the employee’s state gross pay. The combination of
emergency leave and military pay may not exceed the employee’s
actual state gross pay.

BACKGROUND INFORMATION

The proposed amendment to the Regents’ Rules and Regulations, Series 30201,
Section 9.4 is needed to conform with a recent amendment to Texas Government Code
Section 661.9041. That Section relates to the pay differential (emergency leave) that a
state agency must pay to a state employee on unpaid military leave. Under prior law,
state agencies used the military gross pay of an employee for purposes of calculating
the pay differential, which was the employee’s state gross pay minus military gross pay.
Under the new legislation, combat zone pay, hardship pay, and family separation pay
are excluded from military pay in arriving at the differential amount. Accordingly, the
Regents’ Rules and Regulations are proposed to be amended to delete reference to
military “gross” pay.



3. U. T. System Board of Regents: Amendments to the Regents' Rules and

Requlations, Series 80201, Sections 2 and 3 (Disposal of U. T. System

Property)

RECOMMENDATION

The Chancellor concurs in the recommendation of the Counsel and Secretary to the
Board and the Vice Chancellor and General Counsel that the Regents' Rules and
Regulations, Series 80201, Sections 2 and 3, regarding disposal of U. T. System
property, be amended as set forth below in congressional style:

2.

Sec. 2

Sec. 3

Rule and Regulation

Transfer to Public School. If the chief business officer shall determines
that the equipment is not needed for any department, that it is not
practical practicable to store the equipment for possible future use, and
that the equipment can be used for instructional purposes, it shall be
made available to a public school, erschool district, or an assistance
organization designated by the school district; at a price or for other
consideration agreeable to the U. T. System and the public school, er
school district, or the assistance organization in accordance with Texas
Government Code Section 2175.304(b) before disposing of the
property in another manner. Preference must be given to a public
school or school district or to an assistance organization designated by
the school district before disposing of the property in another manner.
If more than one public school, school district, or assistance
organization seeks to acquire the same equipment on substantially the
same terms, the preferences stated in Texas Government Code
Section 2175.304(c) shall govern the disposition. The instructional
equipment may be transferred to the public school or school district for
such consideration, or for no consideration, as the chief business
officer determines appropriate. Any surplus or salvage property not
otherwise disposed of under this Section and having no resale value
may be donated to an assistance organization, as defined by Texas
Government Code Section 2175.001(1).

Disposal of Information Technology Equipment. Surplus or salvage of
information technology equipment, as defined by Texas Government
Code Section 2054.003(3)(A), that is not transferred to a public school,
school district, or an assistance organization designated by the school
district as provided in Section 2 above or that is not disposed of under
other law must be offered next and at no charge to a school district, an
open-enrollment charter school, or the Texas Department of Criminal
Justice in accordance with Texas Government Code Chapter 2175,
Subchapter C.



BACKGROUND INFORMATION

The proposed amendments to the Regents' Rules and Regulations, Series 80201,
Sections 2 and 3 are needed to conform with a recent amendment to Texas
Government Code Section 2175.304 authorizing an institution of higher education to
donate to an assistance organization any surplus or salvage property having no resale
value and not otherwise disposed of under that statute, which allows direct transfer of
materials or equipment usable for instructional purposes to a public school, a school
district, or an assistance organization designated by a school district.

4, U. T. System: Adoption of the six-year Capital Improvement Program (CIP)
for Fiscal Years 2006-2011, approval of Capital Budget for Fiscal
Year 2006-2007, redesignation of previously approved projects in the CIP,
reduction of previously appropriated funds for repair and rehabilitation
projects deleted or decreased in scope; appropriation of additional funds
for previously approved projects with increased total project costs;
appropriation of funds for new repair and rehabilitation projects initiated in
the Capital Budget; and approval of the use of Revenue Financing System
parity debt for repair and rehabilitation projects initiated in the Capital
Budget for which revenue financing system bonds are identified as a
funding source, resolution regarding parity debt, make finding of fact, and
authorize expenditure for Founders Renovation project at U. T. Dallas

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs, the Executive Vice Chancellor for Health Affairs, and the Executive
Vice Chancellor for Business Affairs, that the U. T. System Board of Regents

a. adopt the U. T. System Capital Improvement Program for Fiscal Years
2006-2011 as set forth in the Summary of Projects (Attachment 1 on
Pages 8.1 — 8.8);

b. approve the Capital Budget for Fiscal Years 2006-2007 as set forth in the
Summary of Projects (Attachment 1 on Pages 8.1 — 8.8);

C. approve the redesignation of projects previously approved in the CIP as
set forth in Attachment 2 on Page 8.9;

d. reduce previously appropriated funds in an aggregate amount of
$21,800,000 for repair and rehabilitation projects deleted or decreased in
scope in the FY 2006-2007 Capital Budget as reflected in the Deleted or
Reduced Appropriations column in Attachment 3 on Pages 8.10 — 8.12;

e. appropriate additional funding with increased total project costs for
previously approved repair and rehabilitation projects in an aggregate

6



amount of $46,345,000 as reflected in the FY 2006-2007 Capital Budget
as set forth in the Additional Appropriations column in Attachment 3 on
Pages 8.10 — 8.12;

f. appropriate funding in an aggregate amount of $251,150,005 for new
repair and rehabilitation projects initiated in the FY 2006-2007 Capital
Budget as reflected in the Appropriations for Projects Initiated in the
Capital Budget column in Attachment 3 on Pages 8.10 — 8.12;

g. appropriate additional funding from Revenue Financing System Bond
Proceeds for previously approved project in an aggregate amount of
$4,000,000 for the Center for Brain Health project at U. T. Dallas in
Attachment 4 on Page 8.13;

h. approve the use of $119,900,000 Revenue Financing System Parity Debt
for certain construction and repair and rehabilitation projects in the FY
2006-2007 Capital Budget for which Revenue Financing System Bond
Proceeds have been identified as all or a portion of the funding for the
U. T. System institutions as set forth in Attachment 4 on Page 8.13;

I. make the "finding of fact” determinations regarding the ability to repay
debt and satisfy financial obligations with respect to the issuance of
$119,900,000 of Parity Debt described in Attachment 4 pursuant to
Section 5 of the Master Resolution as a condition to the issuance of
additional Revenue Financing System Parity Debt; and

J- appropriate funding and authorize expenditure of $3,310,000 from

Permanent University Fund Bond Proceeds for the Founders Renovation
at U. T. Dallas.

BACKGROUND INFORMATION

The CIP is a six-year projection of major repair and rehabilitation and new construction
projects to be implemented and funded from institutions and U. T. System-wide revenue
sources. Projects included in the CIP correspond to the highest priority needs identified
in the long-range strategic planning process and institutional capital renewal plans as
determined by the Facilities Renewal Model presented to the Facilities Planning and
Construction Committee of the U. T. System Board of Regents on July 1, 2002. Future
projects listed in the CIP are for consideration when funding has been secured.

Adoption of the CIP authorizes U. T. System Administration and the institutional
administration to expend up to 3% of the preliminary project cost to develop the formal
Project Building Program document, select the Project Architect, and develop
preliminary project plans. These funds will be appropriated by the institution initially but
may be reimbursed from project funds after design development approval and
appropriation of project funds by the U. T. System Board of Regents.



The Capital Budget is the first two years of the six-year CIP. Approval of the Capital
Budget authorizes and appropriates funding amounts and sources for identified major
repair and rehabilitation projects that are not architecturally or historically significant.
Authorization of these projects and appropriation of these funds allow these projects to
be presented to the Associate Vice Chancellor for Facilities Planning and Construction
for design development plan approval and authorization for expenditure of funds and
subsequent execution of the project by the administrative staff without returning to the
U. T. System Board of Regents for further approvals. The U. T. System Board of
Regents approves the design development plans for all major projects other than repair
and rehabilitation projects that are not architecturally or historically significant.

The redesignation of projects in the CIP has been requested by the institutions to more
accurately reflect the work to be accomplished.

The proposed CIP will be the subject of a presentation by Associate Vice Chancellor for
Finance Philip Aldridge on August 11, 2005. (The PowerPoint presentation begins on
Page 8.14 — 8.20.) The presentation will identify the economic impact of the proposed
projects.



The University of Texas System

FY 2006-2011 Capital Improvement Program

Attachment 1

Academic Institutions

The University of Texas at Arlington

Institutionally Managed

Clock and Bell Tower
Energy Performance Contract

OFPC Managed

Activities Building Renovation and Expansion - Phase 1

18

Chemistry and Physics Building

The University of Texas at Austin

Institutionally Managed

Painter Hall - Mechanical System Upgrades

OFPC Managed

Almetris Duren Residence Hall

Applied Research Lab Expansion - Phase Il
Benedict/Mezes/Batts Renovation - Phase | and Il
Biomedical Engineering Building

Child Development Center

College of Communication Building-New

Darrell K Royal - Texas Memorial Stadium Fire and Life
Safety/Improvement Planning

Elementary Charter School Permanent Facility

Subtotal Inst Mgd

Subtotal OFPC Mgd
Subtotal U. T. Arlington

Subtotal Inst Mgd

Major Construction Projects Summary

CIP
Project Cost
Total

1,500,000
15,000,000

16,500,000

16,370,005
43,472,945

59,842,950
76,342,950

4,000,000
4,000,000

50,000,000

2,500,000
48,000,000
55,100,000

3,605,000
32,000,000
10,000,000

4,500,000

FY 2006-2007
Proj. Exp.
Total

1,154,662
9,944,445

11.099.107

566,192
17,675,864

18.242.056

29.341.163

3,680,000
3.680.000

41,689,189
2,036,539
17,181,845
18,647,795
1,337,012
198,388
9,101,903

3,074,772
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Garrison Hall Renovations $
Gregory Gymnasium Aquatics Complex

Hogg Auditorium Renovation

Imaging Research Center

Institute for Geophysics and Advanced Computing Center

Jack S. Blanton Museum of Art - Phase | and Il

Jamail Texas Swim Center Renovation - Phase | and Phase II

LBJ Plaza Renovation/Lady Bird Johnson Center

Library Storage Facility

Marine Science Institute Wetlands Education Center

Nano Science and Technology Building

Nueces Garage

Performing Arts Center Infrastructure Upgrades - Phase | and Il

Pharmacy Building Renovation - Phase |

Renovations to Disch-Falk Field

School of Nursing Addition

Speedway Mall North of 21st Street and East Mall/East Mall Fountain, Plaza
The University of Texas Professional Education and Conference Center

Subtotal OFPC Mgd $
Subtotal U. T. Austin $
The University of Texas at Dallas
Institutionally Managed
Waterview Science and Technology Center $

Subtotal Inst Mgd $

OFPC Managed

Center for Brain Health $
Founders Renovation
Natural Science and Engineering Research Building

Subtotal OFPC Mgd $

CIP
Project Cost
Total

10,400,000
15,290,000
15,000,000
5,500,000
20,444,000
83,500,000
5,300,000
30,000,000
4,800,000
5,000,000
39,100,000
20,500,000
14,700,000
250,000
18,000,000
4,000,000
12,000,000
84,000,000

593,489,000

597,489,000

2,950,000
2,950,000

13,925,000
27,293,750
85,000,000

126,218,750

FY 2006-2007
Proj. Exp.
Total

1,539,309
5,567,236
569,246
3,304,825
18,207,012
35,201,192
993,328
4,863,141
13,084
4,261,654
29,950,600
3,440,676
1,585,915
7,312
2,730,994
3,420,373
9,661,065
23,540,163

242,124,568

245,804.568

1,943,772
1.943.772

11,608,743
20,736,499
62,518,116

94.,863.358
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The University of Texas at El Paso

Institutionally Managed

Campus Energy Performance Project

Campus Police Relocation

Kelly Hall Renovation of 3 Floors - Phase 2
Renovation of Former Academic Services Building
Union West Renovations - 2nd Floor

OFPC Managed

Biosciences Facility
Parking Garage

The University of Texas - Pan American

Institutionally Managed

Administrative Offices Renovation
Child Development Center

OFPC Managed

Administration Annex

Animal Research Facility

Business Administration Addition and Renovation
Chill Water Extension

Multi-Function Classroom Building

New Chiller

Social and Behavioral Sciences Renovation
Student Health Clinic

Subtotal U. T. Dallas

Subtotal Inst Mgd

Subtotal OFPC Mgd
Subtotal U. T. El Paso

Subtotal Inst Mgd

CIP
Project Cost
Total

129,168,750

4,700,000
1,700,000
2,286,000

900,000
1,000,000

10,586,000

30,500,000
23,500,000

54,000,000
64,586,000

5,657,000
1,594,000

7,251,000

7,000,000
5,000,000
6,000,000

625,000
5,000,000
1,200,000
6,430,000
1,300,000

FY 2006-2007
Proj. Exp.
Total

96.807.130

3,235,913
1,321,629
1,999,753
802,623
910,719

8.270.637

15,930,068
21,398,266

37.328.334
45,598.971

2,151,312
1,250,442

3.401.754

1,310,229
3,289,474
732,509
575,000
1,915,361
1,104,000
0

192,887
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CIP
Project Cost

Total
Student Housing Phase Il $ 12,500,000
Wellness and Recreation Sports Center 26,000,000

Subtotal OFPC Mgd $ 71,055,000

Subtotal U. T. Pan American $ 78,306,000

The University of Texas of the Permian Basin
OFPC Managed

Mesa Building Improvements/Gymnasium Renovations, Phase | $ 9,350,000
Subtotal OFPC Mgd $ 9,350,000

Subtotal U. T. Permian Basin $ 9,350,000

The University of Texas at San Antonio

Institutionally Managed
Campus Roadway and Parking Improvements $ 4,100,000
Recreation and Athletic Facilities 1,900,000
Subtotal Inst Mgd $ 6,000,000
OFPC Managed

Downtown Campus Cladding Repairs $ 850,000
Laurel Village at UTSA 35,620,000
Monterey Building Renovations 2,700,000
Recreation and Wellness Facilities, Phase Il 42,000,000
Thermal Energy Plant No. 2/Garage 25,900,000
University Center Expansion, Phase IlI 25,200,000

Subtotal OFFC Mgd 132,270,000

Subtotal U. T. San Antonio $ 138.270.000

The University of Texas at Tyler
OFPC Managed

Student Resident Home Il $ 1,900,000
University Center Renovation/Expansion (Phase I) 11,000,000

FY 2006-2007
Proj. Exp.
Total

345,109
14,107,627

23.572.196

26.973.950

5,339,657
5.339.657

5.339.657

1,432,118
585,200

2.017.318

0

156,490
1,369,880
3,832,366
21,833,000

23,417,811

50.609.547
52.626.865

1,030,630
1,772,050
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William R. "Bill* Ratliff Engineering and Science Complex

Health Institutions

The University of Texas Southwestern Medical Center at Dallas

Institutionally Managed

Ambulatory Clinic Building and Parking Garage
Hazardous Waste Handling Facility

OFPC Managed

Laboratory Research and Support Building
North Campus Phase 4

The University of Texas Medical Branch at Galveston

Institutionally Managed

Basic Science Renovation
Laboratory Buildout

Library Facilities Upgrade

Rebecca Sealy Hospital Renovation
TDCJ Hospital Cladding Restoration

OFPC Managed

1108 Strand Renovation
Clinic Facility (League City)

CIP FY 2006-2007
Project Cost Proj. Exp.
Total Total
$ 34,850,000 17,137,824
Subtotal OFPC Mgd $ 47,750,000 19,940,504
Subtotal U. T. Tyler $ 47,750,000 19.940.504
Total Academic Institutions $ 1,141,262,700 522,432,808
$ 62,400,000 49,695,911
2,800,000 1,125,613
Subtotal Inst Mgd $ 65,200,000 50.821.524
$ 25,000,000 12,057,588
307,600,000 106,413,949
Subtotal OFPC Mgd $ 332,600,000 118,471,537
Subtotal U. T. S.M.C. Dallas $ 397,800,000 169.293.061
$ 6,000,000 2,445,825
4,130,000 1,498,150
7,900,000 4,332,251
9,850,000 404,264
6,560,000 41,073
Subtotal Inst Mgd $ 34,440,000 8.721.563
$ 9,800,000 3,994,846
30,000,000 2,530,388
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Galveston National Laboratory
Jennie Sealy Hospital Replacement
Research Facilities Expansion
Student Housing

University Plaza Development

Subtotal OFPC Mgd
Subtotal U. T. M.B. Galveston

The University of Texas Health Science Center at Houston

Institutionally Managed

Expansion of School of Health Information Sciences
Repair of the Medical School Building, Phase |

OFPC Managed

Campus Parking Garage, Phase |, South Campus
Fayez S. Sarofim Research Building

Medical School Building - Perimeter Berm

Mental Sciences Institute - Replacement Facility
Replacement Research Facility

Subtotal Inst Mgd

Subtotal OFPC Mgd
Subtotal U. T. H.S.C. Houston

The University of Texas Health Science Center at San Antonio

OFPC Managed

Cancer Research Institute

Emergency , Fire and Safety Initiative, Phase |
Medical Arts Research Center (Ambulatory Clinic)
Teaching/Learning Lab - Laredo
Teaching/Learning Lab, RAHC Harlingen

Subtotal OFPC Mgd

$ 580,210,927
614,650,927

* &+

CIP
Project Cost
Total

167,090,673
250,000,000
77,180,000
18,780,000
27,360,254

3,000,000
60,000,000

63,000,000

7,500,000
120,000,000
10,000,000
22,500,000
80,530,000

240,530,000
303,530,000

18,000,000

9,000,000
95,000,000
12,700,000
25,500,000

160,200,000

FY 2006-2007
Proj. Exp.
Total

59,984,888
19,563,954
39,492,104

1,203,831
14,258,442

141.028.453
149.750.016

1,264,592
21,278,644

22.543.236

6,543,232
48,508,029
6,788,537
17,114,584
70,977,629

149,932,011

172,475,247

10,686,575
7,030,800
17,035,089
8,176,201

21,077,308

64.005.973
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Subtotal U. T. H.S.C. San Antonio

The University of Texas M. D. Anderson Cancer Center

Institutionally Managed

Administrative Support Building Phase |
Administrative Support Building Phase Il

Alkek HVAC Redundancy

American Disabilities Act Upgrades

Backfill Phase Il

Basic Science Research Building Two

Basic Science Research Building Two Parking Garage
Basic Science Research Building Two Utility Connections
Bates-Freeman Office Conversion

Braeswood Parking Garage

Brain Suite

Elevator Modernizations

Emergency Generator Plant

Energy Management Projects Phase |l

Exterior Cladding Main Campus

Faculty Center Tower

FEMA 404 Projects

FEMA 406 Projects

FHB Maintenance and Renovation

HMB Demolition

Library Expansion

Lutheran Pavilion Patient Tower Refurbishment
Mid-Campus Central Parking Facility
Mid-Campus Infrastructure

MSI Building Demolition

New Patient Care Facilities and Parking - (Part A)
New Patient Care Facilities and Parking - (Part B)

CIP
Project Cost
Total

$ 160,200,000

$ 60,000,000
40,000,000
13,200,000
18,400,000
91,600,000

185,000,000
24,000,000
2,500,000
14,700,000
26,000,000
2,800,000
3,000,000
12,000,000
15,500,000
10,000,000
145,000,000
38,400,000
12,700,000
6,700,000
10,000,000
2,500,000
27,000,000
24,000,000
16,600,000
3,000,000
98,600,000
201,400,000

FY 2006-2007
Proj. Exp.
Total

64.005.973

9,237,931
0
12,144,000
5,102,492
44,140,591
377,551

0
2,210,484
0
16,833,834
2,010,465
1,860,465
0
5,055,000
1,483,746
89,026,677
16,984,131
1,907,865
3,675,695
19,305
980,959
9,594,059
2,415,000
15,157,039
102,278
70,429

0
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Project Cost Proj. Exp.
Total Total
Patient Care Life Safety Code Improvements $ 7,200,000 6,624,000
Redevelopment - Phase | 56,000,000 10,930,433
Research Lab Renovations 25,000,000 13,720,986
Roof Replacement Gimbel, Bates Freeman, Anderson Center, New Clark 4,000,000 1,695,570
Rotary House International Phase 11l 21,000,000 949,565
Smithville Facility Strategic Plan 30,300,000 4,687,135
South Campus Vivarium Facility 25,000,000 22,357,143
UT Research Park Building 3 55,000,000 24,080,032
UT Research Park Building 4 70,000,000 8,710,695
UT Research Park Garage 2 8,000,000 7,017,705
UT Research Park Garage 3 8,400,000 0
UT Research Park Infrastructure Improvements 20,000,000 14,333,333
UTRP Utilities and Central Maintenance Facilities 30,000,000 11,009,894
Subtotal Inst Mgd $ 1,464,500,000 366,506,487
OFPC Managed
Bastrop Facility Strategic Plan $ 21,000,000 17,042,899
Subtotal OFPC Mgd $ 21,000,000 17,042,899
Subtotal U.T.M. D.A.C.C. ¢ 1 485,500,000 383,549,386
The University of Texas Health Center at Tyler
OFPC Managed
Health Clinic $ 3,500,000 2,749,225
Subtotal OFPC Mgd $ 3,500,000 2.749.225
Subtotal U. T. H.C. Tyler $ 3,500,000 2.749.225
Total Health Institutions $ 2,965,180,927 941,822,908 ‘

Total Major Construction Projects

$

4,106,443,627

1,464,255,716
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THE UNIVERSITY OF TEXAS SYSTEM
FY 2006-2011 Capital Improvement Program

Attachment 2
PROJECTS REDESIGNATED IN THIS CIP
Institution Previously Approved Project Name Redesignated Project Name
UT Austin Hotel and Conference Center The University of Texas Professional Education and Conference Center
Performing Arts Center Infrastructure Upgrades - Phase | and Performing
Arts Center Infrastructure Upgrades Phase Il combined Performing Arts Center Infrastructure Upgrades - Phase | and Il
Darrell K Royal-Texas Memorial Stadium - Fire and Life Safety/Improvement
Stadium Fire and Life Safety/Improvement Planning Planning
UT Dallas Founders/Founders Annex/Berkner Renovation Founders Renovation
Separated into two projects listed as Parking Garage project and Bookstore
UT El Paso Parking Garage and Bookstore project

UT Pan American

UT San Antonio

UTSWMCD

UuTmB

UTHSCH

UTMDACC

UTHC Tyler

Health and Kinesiology Physiology/Recreation Center

North/South Connector Road

Ambulatory Surgical Center

Laboratory Buildout 4th Floor Building 021

Campus Parking Garage, Phase |

Faculty Center Two

Faculty Center Two Parking Garage

Redevelopment

The Riter Center for Advanced Medicine

Wellness and Recreation Sports Center

Campus Roadway and Parking Improvements

Ambulatory Clinic Building and Parking Garage

Laboratory Buildout

Campus Parking Garage, Phase |, South Campus

Faculty Center Tower

Faculty Center Tower Parking Garage

Redevelopment - Phase |

The Riter Center for Advanced Medicine Phase |
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Fiscal Years 2006-2007 Capital Budget Repair and Rehabilitation Projects

Attachment 3

UT Arlington
Activities Building Renovation and Expansion-Phase |

Energy Performance Contract (IM)
Subtotal

UT Austin

Benedict/Mezes/Batts Renovation - Phase |

Garrison Hall Renovations

Hogg Auditorium Renovation

Jamail Texas Swim Center Renovation - Phase | and Phase |
LBJ Plaza Renovation/Lady Bird Johnson Center

Painter Hall - Mechanical System Upgrades (IM)

Performing Arts Center Infrastructure Upgrades - Phase | and Il
Pharmacy Building Renovation - Phase |

Renovations to Disch Falk Field

School of Nursing

Speedway Mall North of 21st St. & East Mall/East Mall Fountain

The University of Texas System

Previously Approved Projects

New Projects

Total Projects

Appropriations
For Projects

Darrell K Royal-Texas Memorial Stadium Fire and Life Safety/Improvement

Planning
Subtotal

UT Dallas

Center for Brain Health

Founders Renovation

Waterview Science and Technology Center (IM)
Subtotal

UT El Paso
Campus Energy Performance Project (IM)
Campus Police Relocation (IM)
Kelly Hall Renovation of 3 Floors - Phase 2 (IM)
Renovation of Former Academic Services Building (IM)
Union West Renovations - 2nd Floor (IM)

Subtotal

UT Pan American

Administrative Offices Renovation (IM)

Social and Behavioral Sciences Renovation
Subtotal

UT Permian Basin

Current Deleted or Reduced  Additional Initiated in the Capital Budget Total
Appropriations Appropriations Appropriations Capital Budget Project Costs

16,370,005 16,370,005

15,000,000 15,000,000

31,370,005 31,370,005

48,000,000 48,000,000

10,400,000 10,400,000

15,000,000 15,000,000

5,300,000 5,300,000

30,000,000 30,000,000

4,000,000 4,000,000

14,700,000 14,700,000

250,000 250,000

18,000,000 18,000,000

4,000,000 4,000,000

12,000,000 12,000,000

10,000,000 10,000,000

68,550,000 103,100,000 171,650,000

5,000,000 8,925,000 13,925,000

27,293,750 27,293,750

2,950,000 2,950,000

35,243,750 8,925,000 44,168,750

4,700,000 4,700,000

5,000,000 (3,300,000) 1,700,000

2,286,000 2,286,000

900,000 900,000

1,000,000 1,000,000

11,986,000 (3,300,000) 1,900,000 10,586,000

5,037,000 620,000 5,657,000

6,430,000 6,430,000

5,037,000 620,000 6,430,000 12,087,000

Page 1 of 3
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The University of Texas System
Fiscal Years 2006-2007 Capital Budget Repair and Rehabilitation Projects

Attachment 3
Previously Approved Projects New Projects Total Projects
Appropriations
For Projects
Current Deleted or Reduced  Additional Initiated in the Capital Budget Total
Appropriations Appropriations Appropriations Capital Budget Project Costs
Mesa Building Improvements/Gymnasium Renovations, Phase | 9,350,000 9,350,000
Subtotal 9,350,000 9,350,000
UT San Antonio
Downtown Campus Cladding Repairs 850,000 850,000
Monterey Building Renovation 2,700,000 2,700,000
Subtotal 3,550,000 3,550,000
UT Tyler
University Center Renovations/Expansion 11,000,000 11,000,000
11,000,000 11,000,000
UTMB Galveston
1108 Strand Renovation 9,800,000 9,800,000
Basic Science Renovation (IM) 6,000,000 6,000,000
Library Facilities Upgrade (IM) 7,900,000 7,900,000
Rebecca Sealy Hospital Renovation (IM) 9,850,000 9,850,000
Research Facilities Expansion 77,180,000 77,180,000
TDCJ Hospital Cladding Restoration (IM) 6,560,000 6,560,000
Subtotal 93,590,000 23,700,000 117,290,000
UT HSC Houston
Expansion of School of Health Information Sciences (IM) 3,000,000 3,000,000
Medical School Building - Perimeter Berm 10,000,000 10,000,000
Repair of the Medical School Building, Phase | (IM) 60,000,000 60,000,000
Subtotal 73,000,000 73,000,000
UTHSC San Antonio
Emergency , Fire and Safety Initiative, Phase | 9,000,000 9,000,000
Subtotal 9,000,000 9,000,000
UTMDACC
Alkek HVAC Redundancy (IM) 13,200,000 13,200,000
American Disabilities Act Upgrades (IM) 6,000,000 12,400,000 18,400,000
Backfill Phase Il1 (IM) 74,500,000 17,100,000 91,600,000
Bates-Freeman Office Conversion (IM) 14,700,000 14,700,000
Brain Suite (IM) 2,800,000 2,800,000
Elevator Modernizations (IM) 3,000,000 3,000,000
Energy Management Projects Phase Il (IM) 15,500,000 15,500,000
Exterior Cladding Main Campus (IM) 10,000,000 10,000,000
FEMA 404 Projects (IM) 37,300,000 1,100,000 38,400,000
FEMA 406 Projects (IM) 12,000,000 700,000 12,700,000
FHB Maintenance and Renovation (IM) 6,700,000 6,700,000

Page 2 of 3
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The University of Texas System
Fiscal Years 2006-2007 Capital Budget Repair and Rehabilitation Projects

Attachment 3
Previously Approved Projects New Projects Total Projects
Appropriations
For Projects
Current Deleted or Reduced  Additional Initiated in the Capital Budget Total
Appropriations Appropriations Appropriations Capital Budget Project Costs

HMB Demolition 10,000,000 10,000,000
Library Expansion (IM) 7,000,000 (4,500,000) 2,500,000
Lutheran Pavilion Patient Tower Refurbishment (IM) 21,500,000 5,500,000 27,000,000
MSI Demolition 3,000,000 3,000,000
Patient Care Life Safety Code Improvements (IM) 7,200,000 7,200,000
Redevelopment-Phase | (IM) 70,000,000 (14,000,000) 56,000,000
Research Lab Renovations (IM) 25,000,000 25,000,000
Roof Replacement Gimbel, Bates Freeman, Anderson Center, New Clark(IM) 4,000,000 4,000,000
South Campus Vivarium Facility (IM) 25,000,000 25,000,000
Subtotal 298,300,000 (18,500,000) 36,800,000 70,100,000 386,700,000
Totals 604,056,750 (21,800,000) 46,345,000 251,150,005 879,751,755

* (IM) - Institutionally Managed

Page 3 of 3
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attachment 4

Approval of Revenue Financing System Debt

For Certain Construction and Repair and Rehabilitation Projects in the FY 2006-2011 Capital Improvement Program

Total Amount of  Type of
Component Project Type 1/ Project Cost RFS or TRB Debt Component DSC 2/
U. T. Arlington Activities Building Renovation and Expansion - Phase 1 R&R 16,370,000 16,370,000 | RFS
Energy Performance Contract R&R 15,000,000 15,000,000 RFS
U. T. Austin Garrison Hall Renovations R&R 10,400,000 10,400,000 RFS
Performing Arts Center Infrastructure Upgrades - Phase | and Il R&R 14,700,000 14,200,000 RFS
Renovations to Disch-Falk Field R&R 18,000,000 11,000,000 RFS
Stadium Fire & Life Safety/Improvement Planning R&R 10,000,000 10,000,000 RFS
U. T. Dallas Center for Brain Health R&R 13,925,000 4,000,000 RFS
U. T. El Paso Renovation of Former Academic Services Building R&R 900,000 900,000 RFS
Union West Renovations - 2nd Floor R&R 1,000,000 1,000,000 RFS
U. T. Pan American Social and Behavioral Sciences Renovation R&R 6,430,000 6,430,000 RFS
U. T. San Antonio Downtown Campus Cladding Repairs R&R 850,000 850,000 | RFS
U. T. Tyler University Center Renovation/Expansion Phase | R&R 11,000,000 11,000,000 RFS
U. T. Medical Branch - Galveston 1108 Strand Renovation R&R 9,800,000 9,800,000 RFS
Basic Science Renovation R&R 6,000,000 6,000,000 RFS
Library Facilities Upgrade R&R 7,900,000 2,950,000 | RFS
Total 142,275,000 119,900,000

1/ IM = Institutionally Managed; R&R = Repair and Rehabilitation; INC = Increase in RFS Debt.

2/ Component Debt Service Coverage ("DSC") is net revenue divided by debt service. TRB DSC is based on the U. T. System's combined financial forecast.




Capital Improvement Program
FY 2006 - 2011

The University of Texas System
Board of Regents

August 11, 2005

Capital Improvement Program
Overview

A CIPIncludes:

U New Construction of $1 million or greater

U Repair and Renovation of $2 million or greater

U Any project with Board-authorized debt

A Adopt the FY 2006 - 2011 CIP
U Allows up to 3% to be spent on CIP projects for programming and Design Devel opment
U Authorizes Institutional Management of those projects so designated

A Approve the Capital Budget (FY 2006 and 2007)

U New Construction and architecturally or historically significant Repair and Rehabilitation
projects will be presented to Board (at later date) for Design Development approval with
request for appropriation of funds.

U Fundsfor Repair and Rehabilitation projects are appropriated. Associate Vice Chancellor for
Facilities Planning and Construction will approve Design Development (unlessinstitutionally
managed).

A Adjust appropriations for previously appropriated projects

A Appropriate funds for Repair and Rehabilitation and | nstitutionally- Managed
projectsinitiated in the Capital Budget

A Approve new request for Revenue Financing System Bonds for Repair and
Rehabilitation project in the Capital Budget

8.14




Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary

136 Projectstotaling $4.11 Billion

Current CIP (2004-2009)

$5,019,984,849

Net Changes to Existing Projects

191,635,000

Completed Projects

(1,803,811,227)

Removed Projects

(179,140,000)

New Projects Added

877,775,005

New CI P (2006-2011)

$4,106,443,627

Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary

Recent Trend in CIP Growth

$6,000,000,000

$5,000,000,000
$4,591,908,8(

$4,000,000,000

$5,019,198,849

$4,106,443,627

$3764153981 g3 543 141 250
$3,396,171,135 A

—m.53295214,177 —e— Academic
$3,000,000,000 - —=—Health
/ $2,965,180,927
—&—Total CIP
$2,765,759,772
$2,428,540,250
$2,236,340,250
$2,000,000,000

$1,763,575,531

$1,000.000,000 ST150830885 51335613731  $1348767,550

$1,141,262,71

$1,002,184,241

August 2000 August 2001 August 2002 August 2003

August2004 August 2005
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Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary

136 Projects totaling $4.11 Billion

U. T. Arlington
U.T.M.D.AC.C. 4%

34% U. T. Austin

21%

New Projects
$877,775,005

U. T. El Paso

0%
U. T. Pan American
< 2%

o
U. T. San Antonio
1%

U.T. Tyler

U. T. H.8.C. San Antonio 2%
1%

U. T. H.S.C. Houston
Existing Projects 1%

$3,228,668,622

U. T. M.B. Galveston
34%

Totd CIP: $4.11 Billion New Projects: $878 Million

Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary

U. T. Arlington
$76,342,950

U. T. Austin
$717,464,000

U. T. HC. Tyler
$17,513,250

Academic

$1,141,262,700
U.T. Dallas

$137,168,750

U.T. B Paso

$82,536,000

U.T. Pan American

$98,581,000

U. T. Permian Basin
$17,250,000

U.T. San Antonio
$232,570,000
U.T. Tyler

$47,750,000

UTMD.ACC,
$1,485,500,000

U. T. S.MC. Dallas
$397,800,000

Health
$2,965,180,927
U.T. H.S.C. San Antonio

$96,200,000

U. T. H.S.C. Houston

$329,030,000 U. T. MB. Galveston

$614,650,927

Total CIP; $4.11 Billion CIP by Institution
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Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary

Other Institutional Funds "
U. T. Arlington
9 PUF Bonds U.THC. Tyler ongt
5% 2%

0%

Insurance Claims

1%

Hospital U.T.M.D.ACC. U. T. Austin
Revenues: 30% 20%
17%

Revenue
Financing
Bonds
42%

Designated
Funds

1% U.T. Dallas

Grants 5%
6% U.T. El Paso
2%

U. T. Pan American
4%

U. T. San Antonio
%

Houston
2%

Gifts
15% U.T. Tyler

U. T. MB. Galveston
Tuition Revenue Bonds 14%
8%

CIP Funding RFS by Institution

U.T.S.MC. Dallas
10%

Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary

Tuition
Revenue Tuition
Eg:'/ds Gifts Revenue
° 14% Bonds Gifts

12% 15%

Grants
7%
Revenue Grants

Financing 10%
Other Bonds
Institutional 22%
Funds
3%
Revenue Other
Financing Institutional
Bonnds Funds
34% 3%
Hospital PUF
Revenues Bonds. Hospital
25% 9% Revenues
Bonds- 2%
8%
Health CIP: $2.97 Billion Health CIP w/out Auxiliary: $2.06 Billion
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Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary

Designated
Tuition Funds

Designated
Funds
2%

Tuition
Revenue
Bonds

Project

Emmitt
Revenue

Grants Financing

3% Bonds Other

Institutional

Project
Emmitt

Academic CIP w/out Auxiliary: $752 Million gists

)
Other 3% Grants

L Tuition 1%
Institutional Revenue Project
Funds Bonds Emmitt
PUF
Revenue Bonds Other
Financing Institutional

Bonds Funds

Revenue PUF

Financing Bonds

Academic CIP: $1.14 Billion Academic CIP w/out Auxiliary or Austin: $340 Million
Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary
Projects by Type
Health .
Educational/Administrative Giical
Student Services - Athletic
Day Care

i % 1%

E:Iucatio/::;f\znnliiislraﬁve 18% Hospitality
Auxiliary
35%
Housing

Academic Research

Health Research

Tota CIP: $4.11 Billion Auxiliary Projects: $821 Million
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Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary

System

U. T. Arlington
Managed

$15,000,000
U.T. Dallas

U.T.M.D.AC.C. $2,950,000

$1,335,500,000

U.T. El Paso
$5,886,000

U.T. Pan American
$7,251,000

U.T. San Antonio
Institutionally $6,000,000
Managed U.T.S.M.C. Dallas

$65,200,000

U.T.M.B. Galveston
$28,440,000

U.T.H.S.C. Houston
$63,000,000

Total CIP: $4.11 Billion Institutionally Managed: $1.53 Billion

Capital Improvement Program
FY 2006-2011 Capital Improvement Program Summary

New Construction
Repair and Renovation Academic New Constrl.lcnon
Other Health Academic

Repair and
Renovation
UT Austin
Repair and Renovation
UT MD Anderson and
UTSMC Dallas Repair and
Renovation
Repair and Renovation Other Academic

Other Academic
“ 3% .

0
11% 18% New Construction

ith
Repair and Renovation Healt

Other Health

Repair and Renovation

UT Austin New Construction Health

Repair and Renovation
UT MD Anderson and
UTSMC Dallas

Tota CIP: $4.11 Billion Future Projects: $6.68 Billion
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Capital Improvement Program
Estimated Economic Impact of CIP

ATotal CIP: $ 4.11 Billion
AConstruction Economic Impact: $ 7.39Billion
A10-Y ear Earnings Economic Impact: $10.19 Billion
Total 10-Y ear
Estimated Economic Impact: $17.58 Billion

Capital Improvement Program
Recap of Requested Actions of the Board

A Adopt the FY 2006 - 2011 CIP
A Approve the Capital Budget
A Adjust appropriations for previously appropriated projects

A Appropriate funds for Repair and Renovation and I nstitutionally-
Managed projectsinitiated in the Capital Budget

A Approve new request for Revenue Financing System Bonds for Repair
and Rehabilitation project in the Capital Budget

8.20




5. U. T. System: Approval of the nonpersonnel aspects of the operating
budgets for the fiscal year ending Auqust 31, 2006, and approval of
Permanent University Fund Bond Proceeds allocation for Library,
Equipment, Repair and Rehabilitation Projects

RECOMMENDATION

The Chancellor, with the concurrence of the Executive Vice Chancellor for Academic
Affairs, the Executive Vice Chancellor for Business Affairs, the Executive Vice
Chancellor for Health Affairs, and the presidents of the U. T. System institutions,
recommends that the nonpersonnel aspects of the U. T. System Operating Budgets for
the fiscal year ending August 31, 2006, including Auxiliary Enterprises, Grants and
Contracts, Designated Funds, Restricted Current Funds, and Medical and Dental
Services, Research and Development Plans, be approved.

It is further recommended that the Chancellor be authorized to make editorial
corrections therein and that subsequent adjustments be reported to the U. T. System
Board of Regents through the docket.

It is requested that Permanent University Fund Bond Proceeds in the amount of
$70,000,000 be appropriated to the institutions to fund Library, Equipment, Repair and
Rehabilitation (LERR) Projects for Fiscal Year 2006. Of the $70,000,000, it is requested
that $40,000,000 be appropriated directly to U. T. System institutions. This would
authorize the purchase of approved equipment items and library materials and to
contract for repair and rehabilitation projects following standard purchasing and
contracting procedures within approved dollar limits. Substitute equipment purchases
or repair and rehabilitation projects are to receive prior approval by the Chancellor, the
appropriate Executive Vice Chancellor and, where required, the U. T. System Board of
Regents. Transfers by U. T. System Administration of allocated funds to institutional
control or to vendors will coincide with vendor payment requirements. Final approval of
specific repair and rehabilitation projects will be in accordance with procedures for
construction projects established by the U. T. System Board of Regents.

Of the remaining $30,000,000, it is requested that $15,000,000 be appropriated to
provide additional funding to build and enhance research infrastructure to attract and
retain the best qualified faculty known as the Science and Technology Acquisition and
Retention (STARS) Program. Through a competitive proposal process determined by
U. T. System Administration, funds will be distributed to the seven academic institutions
for recruiting top researchers. It is requested that $10,000,000 be appropriated to
provide funds to substantially strengthen programs within the U. T. Health Science
Center - Houston School of Public Health; its four regional campuses: Brownsville,
Dallas, El Paso, and San Antonio; and a potential campus at U. T. Austin. Itis further
requested that the remaining $5,000,000 will be used to provide for equipment and
renovations related to the recruitment and retention of faculty at U. T. Schools of
Nursing and support of improved instruction and research in these institutions. More
information on these three important initiatives is provided on Pages 10.1 — 10.3.



It is further recommended that LERR appropriations not expended or obligated by
contract or purchase order within six months after the close of Fiscal Year 2006 are to
be available for future System-wide reallocation unless specific authorization to continue
obligating the funds is given by the appropriate Executive Vice Chancellor upon
recommendation of the president of the institution.

BACKGROUND INFORMATION

A supplemental volume of the budget materials titled "Operating Budget Summaries and
Reserve Allocations for Library, Equipment, Repair and Rehabilitation™ is enclosed in
the back pocket of this Agenda Book.

See the Executive Session item related to the personnel aspects of the U. T. System
Operating Budgets (Item C.2 on Table of Contents Page i for Meeting of the Board).

The appropriation of Permanent University Fund Bond Proceeds will be presented in the
Fiscal Year 2006 LERR Budget. This is the third and final year that U. T. Dallas will be
appropriated $10,000,000 of these funds for equipping a Natural Science and
Engineering Research Building and Technology Accelerator built in connection with an
economic development effort with the State of Texas and Texas Instruments. U. T.
Dallas will not participate in the allocation of remaining funds. The allocation of these
LERR funds to the U. T. System institutions was developed from prioritized lists of
projects submitted by the institutions and reviewed by U. T. System Administration

staff.

As required by the Available University Fund (AUF) Spending Policy, a forecast of
revenues and expenses of the AUF for seven years, including the above allocation has
been prepared and is provided on Page 40.4. The additional appropriation of
Permanent University Fund Bond Proceeds for this allocation is within the policy as
shown in the forecast.
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Science and Technology Acquisition and Retention (STARs) Program

For Fiscal Year 2006 Chancellor Yudof and the Executive Vice Chancellor for Academic
Affairs recommend a $15 million allocation from Library, Equipment, Repair and
Renovation (LERR) funds in support of recruiting high-caliber scientists and engineers
to U. T. academic institutions. Last fiscal year a one time allocation of $60 million was
setaside to help attain and retain the best qualified faculty at both health and academic
institutions. The $60 million appropriated last fiscal year was in addition to the LERR
funding that U. T. System annually expends on LERR projects. This second year
request of $15 million for STARs at academic institutions is also above the amount
typically set-aside for LERR projects. Funds made available for Fiscal Year 2006 will
again be used for start-up and retention packages in science and engineering fields.
The recruitment of high-caliber scientists and engineers to U. T. institutions is a high
priority and the additional LERR funding will be used to help build the infrastructure for
the additional faculty.

For Fiscal Year 2006, the STARs package of $15 million will be centrally administered
by the U. T. System for start-up or retention packages for tenured faculty of proven
quality who are recommended from the campuses by a faculty group that operates
above the college level at the nominating university. The STARs package will be
competitive. The minimum size for the STARs package will be $5,000, and requests for
$5,000 to $50,000 will be determined by the Office of Academic Affairs. Packages
above $50,000 and up to a maximum size of $500,000 will be vetted at the
U. T. System Administration level by a peer review committee chaired by the Executive
Vice Chancellor for Academic Affairs. The funds will be available only for laboratory
renovation and equipment purchases.

Public Health Initiative - Health Institutions

For Fiscal Year 2006, Chancellor Yudof and the Executive Vice Chancellor for Health
Affairs are recommending a $10 million allocation of LERR funds in support of a major
U. T. System Public Health Initiative. Texas must strengthen its public health enterprise.
With a rapidly growing population, increasing challenges of hypertension, diabetes,
obesity, infectious disease, and rising healthcare costs, it will be critical for the state to
provide effective programs that prevent disease and promote health. These are the
central missions of public health.

The U. T. System Task Force on Public Health recommended substantial strengthening
of programs within the U. T. Health Science Center at Houston School of Public Health,
its four regional campuses: Brownsville, Dallas, EI Paso and San Antonio; and a
potential campus at U. T. Austin. Among the important recommendations of the Task
Force were:

1. Regional public health campuses must work in close collaboration with host
campuses including joint program development, educational and research
efforts, community outreach and faculty recruiting.
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2. An integrated long distance learning system must be developed to take full
advantage of the talent available at the various campuses to provide education
for students (in many cases it is not feasible to have all required disciplines
represented by faculty at a given campus).

3. Additional faculty will be required to create critical masses of investigators at
regional campuses. The Task Force recommended an increase from an average
of 9 faculty on each campus to approximately 15 faculty.

4. Create a range of new degree opportunities for students at all campuses. This
would include an undergraduate Bachelor of Public Health degree as well as
additional master’s and doctoral degrees (a certificate program in public health
was recommended by the Task Force and was subsequently approved by the
Texas Higher Education Coordinating Board).

In addition to dissemination of the Report on Public Health to all relevant campuses,
joint planning groups have evolved at the regional sites. These include representatives
from Regional Public Health campus’ and the host academic campus. Professor
Joseph McCormick of the Public Health Campus at Brownsville has been appointed as
Chancellor's Health Fellow in Public Health. He will lead System-wide efforts in
strengthening education, research and public policy programs related to prevention.

A commitment of support by the U. T. System for an initiative in public health is a
demonstration of strong commitment to important needs in Texas. It would strengthen
the argument for similar commitments by other organizations, foundations, state and
local government. Significant additional sponsored research funding would be achieved
by the addition of outstanding faculty. Indirect cost return from such research would
further strengthen the infrastructure for public health. Collaboration between the
academic and public health campuses would be facilitated and enhanced. As the
Chancellor's Health Fellow Professor McCormick carries out his role, the message in
support of public health would be compelling.

The $10 million in LERR funds being appropriated for the Public Health Initiative will be
used for equipment and renovations. Uses would include:

a. Equipment and renovations required as part of faculty recruitment packages in
the various public health campuses. Such recruitments would be carried out
conjointly with the associated academic or health campus and U. T. Health
Science Center at Houston School of Public Health.

b. Provide equipment and facilities support at Houston for infrastructure of an
integrated distance learning program and public health initiatives.

c. Support purchase of equipment for creation of a coordinated distance learning
initiative which will involve all public health campuses and associated academic
or medical campuses.

d. Provide for renovation/completion of facilities to be used at or by regional public
health campuses in collaboration with the host campus to enhance coordinated
programs, education and recruitments.

e. Purchase of core equipment such as computers and other analytical tools in
support of this public health enterprise.
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Nursing Support Initiative

For FY 2006, Chancellor Yudof and the Executive Vice Chancellor for Academic Affairs,
and the Executive Vice Chancellor for Health Affairs recommend $5 million of LERR
funds be used to provide for equipment and renovations related to the recruitment and
retention of faculty to U. T. Schools of Nursing and support of improved instruction and
research in these institutions.

Texas faces a continuing shortage of well-educated nurses. This shortage will be
exacerbated further by rapid growth in the state’s population and increased rates of
retirement by nurses, whose average age has continued to rise over the past two
decades. There is a special need for nurses with bachelors and master's degrees
including advanced practice nurses. Available data demonstrates that patient mortality
in hospitals declines as the average level of nursing training rises.

There is a substantial opportunity to educate more nurses. Approximately 4,200
individuals applied for admission to nursing schools in Texas in 2004 who could not be
accommodated. The ratio of applicants to matriculants was approximately thirteen to
one at U. T. Health Science Center at Houston School of Nursing. The limiting factor in
enrolling these students is the number of faculty. In part these limitations arise from
accreditation standards requiring one full-time nursing instructor for every ten nursing
students.

Schools of Nursing of the U. T. System have attempted to create innovative programs to
increase educational opportunities for nursing students. These include the use of
distance instruction, creation of combined programs which can shorten the duration of
required education, arrangements with hospital nursing staff to serve as faculty
members, and a variety of other strategies.

The recruitment of nursing faculty is limited by the average academic salaries in nursing
compared with average nursing salaries elsewhere. As our efforts continue to improve
these salary levels, the availability of additional resources for equipment and renovation
would be helpful in creating recruiting packages to attract the best candidates to
U. T. Schools of Nursing. This includes computer capabilities and research facilities. In
addition, equipment for distance learning, mannequins and other devices for nursing
instruction, and improved physical facilities for education of nurses would create a more
attractive environment for recruiting the best faculty.
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6. U. T. System Board of Regents: Report on Centralization of Operating
Funds

REPORT
Executive Vice Chancellor Kelley will provide a report on the status of the Centralization

of Operating Funds, including a proposed timeline for implementation as set forth on
Page 11.1.
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Timelinefor Centralization of Operating Funds

Step

Responsibility

Completion Date

EVC for Business Affairs creates investment advisory
group consisting of four Chief Business Officers and two
System representatives

U. T. System

May 15, 2005

Board of Regents approves Centralization concept

U. T. System

July 8, 2005

Board of Regents approves proposed budget for
Centralization

UTIMCOand U. T.
System

August 11, 2005

UTIMCO Board approves Centralization-related policies

UTIMCO

September 22, 2005

UTIMCO hires new Manager of Operating Funds to
manage Centralized funds

UTIMCO

September 30, 2005

U. T. System staff meets with Credit Rating Agenciesto
confirm debt ratings and discuss liquidity for debt programs

U. T. System

Week of October 3,
2005

Board of Regents approves revised liquidity arrangements
for debt programs

U. T. System

November 10, 2005

Board of Regents approves policiesrelated to

Centralization, including:

e Amendmentsto Regents' Rules and Regulations,
System policies, and Investment Management Services
Agreement

* Revisionsto existing Investment Policy Statements

e Creation of new Investment Policy Statements,
including asset allocation for new funds

e Approva of new Liquidity Policy and new Derivatives
Policy for centralized funds

U. T. System and
UTIMCO

November 10, 2005

UTIMCO selects and hires external managers, awaiting
funding

UTIMCO

November 18, 2005

10.

I nstitutions compl ete process to:

e Establish new accounts

e Establish procedure to allocate earnings from new fund

e Establish accounting entries needed to shift funds

e Establish reconciliation process for new funds

e Automate Annual Financial Report schedulesfor FY
2006

e Complete training for transition from existing funds to
newly created funds

Ingtitutions, U. T. System,

UTIMCO

December 31, 2005

11.

Centralized funds are operational

All

January 31, 2006

Office of Finance

7/28/2005
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7. U. T. System Board of Regents: Approval of proposed Annual Budget
and Management Fee Schedule for The University of Texas Investment
Management Company (UTIMCO) and related actions

RECOMMENDATION

The University of Texas Investment Management Company (UTIMCO) Board of
Directors recommends that the U. T. System Board of Regents approve the proposed
Annual Budget as set forth on Page 13.2 and the Annual Fee and Allocation Schedule
for the fiscal year ending August 31, 2006, as set forth on Page 13.6.

BACKGROUND INFORMATION

A proposed Annual Budget of $48.6 million for Fiscal Year 2006 was approved by the
UTIMCO Board on July 21, 2005. The proposed Budget is an increase of 27.3% from
the Fiscal Year 2005 Budget. The Budget includes $6.8 million for the implementation
and management of the centralized operating funds. Excluding the costs for centraliza-
tion, the proposed Budget is 9.5% greater than the Fiscal Year 2005 Budget (17% more
than projected actual Fiscal Year 2005 expenses).

Background materials prepared by UTIMCO President, Chief Executive Officer, and
Chief Investment Officer Bob Boldt are on Pages 13.1 — 13.6.

A Budget Report, prepared by the U. T. System Office of Finance and included on
Pages 13.7 — 13.18 reviews the proposed Annual Budget. The Executive Summary for
the Report is on Page 13.9.

At the July 8, 2005, joint meeting of the UTIMCO Board and the U. T. System Board of
Regents, Cambridge Associates presented the UTIMCO Cost Study that was completed
earlier this year. Sixteen public and private universities are represented in the study,
with data reported for the twelve months ended June 30, 2004. The Cost Study
concluded that UTIMCO's combined costs of investment oversight and asset
management during that period were below comparable median costs of the university
peer group, measured as a percent of each institution's total investment assets.

Projected actual Fiscal Year 2005 oversight costs would place UTIMCO above the
Fiscal Year 2004 median for the peer universe and private endowments surveyed by
Cambridge, but well below comparable public endowment funds with respect to these
components of total costs. Further cost increases in the Fiscal Year 2006 proposed
Budget will place UTIMCO closer to the median for public endowment peers.
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Cambridge Associates reports that the evidence of diseconomies of scale associated
with UTIMCO's active management style is consistent with the data provided by peers
in their recent UTIMCO Cost Study. They indicate that greater allocations to alternative
assets correspond with higher overall cost structures among peer endowments.
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UTIMCO Budaget Analysis and Recommendation

The Investment Management Services Agreement between the U. T. Board of Regents and
UTIMCO requires that UTIMCO submit its annual budget and management fee schedule to the
Board of Regents for approval. The Total Budget consists of UTIMCO’s management fee (the
UTIMCO Services Budget) plus the budget for the direct expenses to the Funds, the Direct Funds
Budget.

As indicated above, the UTIMCO related budget for management of the endowment and operating
funds is comprised of two distinct elements. The “UTIMCO Services Budget” provides for all
expenses directly associated with UTIMCO operations including staff compensation and benefits,
general operating expenses such as travel and computer equipment, office expenses, and
professional fees including general legal and accounting expenses. The “Direct Funds Budget”
provides for all expenses directly related to the external management of assets of the endowment
and operating funds. These expenses include external management fees, custodian fees,
analytical resources expenses, general consulting expenses (Cambridge Associates), and
individual investment related legal and accounting expenses. The sum of the UTIMCO Services
Budget and the Direct Funds Budget equals the Total Budget for the August 2006 fiscal year. This
year there is a new component of the Direct Funds Budget; those expenses directly related to the
new investment pools created to manage U.T. System’s operating funds.

UTIMCO management has direct control of the UTIMCO Services budget and expenses. The
Services budget is developed through a decentralized process with each Managing Director having
some level of budgetary responsibility. Actual expense performance relative to the budget is an
element of the qualitative performance compensation review for each Managing Director and
Manager at UTIMCO.

In contrast, because the Direct Funds expenses are affected significantly by price changes in the
capital markets and by the level of activity in external manager accounts operating under full
discretion, UTIMCO management has only limited control of the Direct Funds budget and
expenses. UTIMCO control is limited to selecting the types of external managers to be hired
(active versus passive or partnership versus agency account, for example) and negotiating the best
and most advantageous contract terms. Although the performance of actual Direct Fund expenses
relative to budget is not a part of qualitative incentive compensation considerations for UTIMCO
management, because all Services and Direct Funds expenses reduce the net returns earned by
the endowment and operating funds, UTIMCO management has clear incentive to manage Direct
costs so as to maximize net investment returns. Note that this does not necessarily mean that
attempting to minimize Direct (or Services) costs is the best approach. What is important both to
UTIMCO management and the funds is maximizing net returns.

On July 21, 2005, the UTIMCO Board of Directors unanimously approved the proposed 2005-2006
Annual Budget and Management Fee Schedule. These recommended 2005-2006 Fiscal Year
UTIMCO Services and Direct Fund budget totals are presented below:
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Fiscal Year | Fiscal Year
Budget Comparisons 2005-2006 | 2004-2005 Increase %

Budget Budget (Decrease) | Change
UTIMCO Services |$ 11434302]$ 10450615[$ 983687 9.41%
Direct Fund Expenses |  30319406| 27696238 | 2623168 9.47%
New Oper ating Funds Direct
Expenses 6,792,284
Total Budget |$ 48545992 |$ 38,146,853 |$ 1,399,139 | 27.26%
Asa Percent of AssetsManaged | 0.277%| 0.239%)| 0.038%|

With this overview of the recommended budgets, the following sections focus on the UTIMCO
Services, Direct Funds, and New Operating Funds Investment Options budgets separately.

UTIMCO Services Budget

The primary items affecting the increase in the UTIMCO Services budget are salary increases for
existing staff and new additions to the staff.

Salary Increases for Existing Staff: UTIMCO’s compensation policy is to pay competitive base
salaries. Competitive base salaries are defined to be salaries within a plus or minus 20% band
centered on the market median salary for a similar position in an endowment fund or investment
management organization. We obtain information on market median salaries for upper level
accounting and administration and investment positions at UTIMCO from Mercer on a regular
basis. Salary levels for other accounting and administrative positions are based on local
competition in similar organizations. Overall staff salaries increased by 4.8%; in line with the
market data we received from Mercer. On average among the senior staff, base salaries are at
97% of the market median despite the fact that we have a very talented and experienced staff.
Most of these staff members should have above median salaries, so it is important to try to
continue to move to higher levels which can only be done through above average increases. The
Compensation Committee of the UTIMCO Board reviewed and approved the staff salaries included
in the budget request.

New Additions to Staff: The largest increase to the budget is due to the addition of 5 new
positions to the staff; all directly related to managing and implementing the new operating funds
investment options. The new positions being recommended are a Manager responsible for the day
to day operations of the estimated $3.8 billion series of new funds, Analyst in Marketable
Alternatives to handle the additional workload as significant assets are added to this asset class,
Risk Management Analyst to add required staffing to manage and evaluate new risk models and
data integrity, and two accounting / operations specialists to manage the accounting and
operations for the new series of operating funds investment options.

UTIMCO 8/11/2005 13.2



Although the budgeted headcount has increased substantially since the ebb in 2000, current and
projected assets managed per staff are very near the long term average indicated by the dashed
line in the figure below:
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The increase in staff count from 2000 is due to two factors: first, 2000 was an artificially low starting
point, the staff was dangerously thin after the loss of the Private Capital team, necessitating a
multimillion dollar payment to Cambridge Associates to monitor existing investments; and second,
our current high return potential, specialist structure requires both a more experienced and larger
team to monitor the more sophisticated investments we need to make to earn high value added
returns. The current year additions are entirely a result of implementing the new operating fund
strategies and because of this immediate increase to staff (with no corresponding increase in
assets managed), serve to reduce the assets managed per staff.

Direct Fund Budget

The details of the Direct Fund budget are shown below:
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Fiscal Year | Fiscal Year Increase
Direct Funds Budget 2005-2006 | 2004-2005 % Change
(Decrease)
Budget Budget

External Management Fees $14,712,719 | $15,043,557 ($330,838) -2.20%
External Performance Fees | 10,391,371 | 8,460,603 | 1,930,768 | 22.82%

Total External Management Fees | $25,104,090 | $23,504,160 | $1,599,930 | 6.81%
Custodian Fees $1,786,932 | $1,226,918 $560,014 45.64%
Performance Measurement 505,800 385,900 119,900 31.07%
Analytical Tools 289,570 299,810 (10,240) -3.42%
Risk Measurement 646,000 575,000 71,000 12.35%

Total Custodian and Analytical Costs | $3,228,302 | $2,487,628 | $740,674 | 29.77%
Cambridge Associates Fee 900,000 900,000
Auditing 176,300 190,300 (14,000) -7.36%
Controls Assessment (Sarbanes-Oxley) 150,000 95,000 55,000 100.00%
Printing 145,416 120,000 25,416 21.18%
Bank Fees 6,000 9,000 (3,000) -33.33%
Rating Agency Fees 23,100 23,500 (400) -1.70%
Legal Fees 540,000 345,750 194,250 56.18%
Background Searches and Other Due Diligence 46,200 20,900 25,300 100.00%

Total Other Expenses | $1,987,016 | $1,704,450 |  $282,566 | 16.58%
Total Direct Funds Expenses $30,319,407 | $27,696,238 | $2,623,169 9.47%
As a Percent of Average Assets 0.173% 0.173%

As indicated earlier in the overview of the entire budget, the total Direct Funds Budget is expected
to expand 9.47% on a dollar basis, but stay at approximately the same level as a percentage of
Assets Managed. Other key points to note:

$1,599,930 or 61% of the increase is related to estimated increases for external manager
fees based upon continued good performance.

$740,674 or 28% of the increase is for increased custody, analytical, and other direct
costs. Approximately $250,000 is directly related to moving to “daily valuations” to gain
more timely information for risk control and management decisions. The remainder is due
to estimated increases in the number of actively managed accounts, transaction costs, and
the increased dollar amounts of assets under custody.

$282,566 or 11% of the increase is for additional audit fees, costs related to
implementation of Sarbanes-Oxley, and legal fees.

Direct Funds Budget — New Operating Funds Investment Options

The estimated direct expenses of implementing and managing the new operating funds options are
the final component of the total UTIMCO Budget. External manager fees of $5,708,281 represent
the majority (84%) of these estimated costs. The associated custody fees ($569,243) comprise
8.3% of the total expenses. The additional details of these expenses are shown on the next page.
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New Operating Funds
Budget Overview

New Operating Funds Expenses

External Manager Fees 5,708,281
Custodian Fees 569,243
Performance Measurement 115,369
Risk Measurement 157,121
Cambridge Fees 200,000
Auditing

Controls Assessment (Sox)

Printing

Rating Agency Fees

Legal Fees

Background Searches & Other

Total Operating Funds Expenses 6,792,284

Allocation of Expenses Across Funds

The final step in the budgeting process is to equitably allocate the budgeted expenses across the
Funds. The UTIMCO Services budget has traditionally been allocated on the basis of a
combination of relative asset value of the Funds and total staff time dedicated to the management
of each Fund. Budgeted expenses for 2005-2006 were allocated as follows: Permanent University
Fund 48%, Long Term Fund 29%, Permanent Health Fund 6%, Short Intermediate Term Fund 2%,
and the new operating funds options 15%. These allocations are very similar to prior fiscal year
allocations.

Direct Funds expenses are charged to each fund on the basis of costs actually incurred. Only

those Direct costs associated solely with the PHF, LTF, SITF, or the operating funds are charged
against those Funds.
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UTIMCO Management Fee (1) (includes all
operating expenses associated with the general
management of the Funds)

Direct Expenses of the Fund
External Management Fees
External Management Fees - Performance Based
Other Direct Costs
Total Direct Expenses of the Fund
TOTAL

Market Value 2/28/05 ($ millions)

Percentage of Market Value
UTIMCO Services
Direct Expenses of the Fund
TOTAL

UTIMCO Budget
Annual Fee and Allocation Schedule

For the fiscal year ending August 31, 2006

The University

The University

The The of Texas of Texas System
Permanent Permanent System Long General Short Institutional Separately New
University Health Fund Term Fund Endowment Intermediate Short Term Index Funds Invested Operating
Fund (PUF) (PHF) (LTF) Fund (GEF) Term Fund (SITF) Fund (STF) (IIF) Funds (SIF) Funds Total
5,591,136 704,817 3,259,091 196,943 1,682,317 11,434,302
9,692,367 0 0 5,020,351 N/A (2) 5,708,281 20,421,000
7,441,918 0 0 2,949,453 10,391,371
2,719,717 14,910 143,128 2,205,988 131,575 1,084,003 6,299,320
19,854,002 14,910 143,128 10,175,792 131,575 0 0 6,792,284 37,111,691
25,445,138 719,727 3,402,219 10,175,792 328,518 N/A (2) 0 0 8,474,601 48,545,992
8,832.2 896.5 3,795.3 1,206.4 2,388.2 215.4 213.0 17,547.0
4,691.8 (3) 3,810.0 (4)
0.063% 0.079% 0.086% 0.000% 0.016% 0.000% 0.000% 0.000% 0.044% 0.065%
0.225% 0.002% 0.004% 0.217% 0.011% 0.000% 0.000% 0.000% 0.178% 0.211%
0.288% 0.080% 0.090% 0.217% 0.027% 0.000% 0.000% 0.000% 0.222% 0.277%

(1) Allocation Ratio: PUF-48%,Health Fund-6%,LTF-29%, SITF-2%, Ops-15%

(2) Income is net of fees

(3) Pooled Fund for the collective investment of the PHF and LTF
(4) This Ops Fund is anticipated to include the balances of the

STF, SITF and IIF.
(amounts may not foot due to rounding adjustments)
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