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1. U. T. Medical Branch – Galveston:  Discussion and appropriate action 
related to the review of clinical operations and recommendations on 
redevelopment and strategic direction 

 
 

DISCUSSION 
 
Chancellor Cigarroa, Executive Vice Chancellor Shine, and President Callender will 
lead a discussion concerning options identified by Kurt Salmon Associates (KSA) to 
provide for the strategic direction of the clinical enterprise of The University of Texas 
Medical Branch at Galveston (UTMB). Representatives of KSA will be present for this 
discussion. Dr. Callender will provide institutional comments on the various proposed 
options.  
  
President Callender has been asked to coordinate an opportunity for public comment in 
Galveston on the suggested options preliminary to a special called meeting of the Board 
to consider action to select and implement needed future actions to assure a viable 
future for UTMB. 
  
Chairman Caven has appointed a special Task Force of Vice Chairman Huffines, 
Regent McHugh, and Regent Longoria to be on the UTMB campus on Febru-
ary 20, 2009, to hear the public comments. 
  
 

BACKGROUND INFORMATION 
  
Following the aftermath of Hurricane Ike, the U. T. System engaged KSA, a leading 
national health care consulting group, to review the impact of the storm on the clinical 
operations of UTMB and to make recommendations on how best to redevelop this 
aspect of UTMB.  
  
KSA will present options for redevelopment of UTMB to the Board of Regents.   
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Property Protection Plan (CPPP) including the named windstorm coverage under 
the CPPP, Texas Windstorm and Insurance Association (TWIA), National Flood 
Insurance Program (NFIP), and any other related policies.   

 
 

BACKGROUND INFORMATION 
 
Hurricane Ike resulted in extensive wind and water damage to U. T. Medical Branch – 
Galveston and some wind and water damage to U. T. Health Science Center – Houston 
and U. T. M. D. Anderson Cancer Center. It is estimated that upon final measurement, 
property damage and business interruption losses at these three institutions will total 
approximately $710 million at U. T. Medical Branch – Galveston, $23 million at U. T. 
M. D. Anderson Cancer Center, and $7.4 million at U. T. Health Science Center – 
Houston. 
  
Adjusters have provided sufficient documentation to substantiate an actual cash value 
loss that has exceeded the $50 million deductible and $100 million named windstorm 
limit provided in the commercial insurance policy. A portion of the named windstorm 
limit has been advanced pending final adjustment. The adjusters have made a final 
recommendation to tender the remaining loss limit in exchange for a final Proof of Loss.  
  
On November 13, 2008, the Board authorized the issuance of $50 million of Revenue 
Financing System debt to cover the repair and renovation capital improvement losses 
within the deductible at the three U. T. System institutions.  
  
In accordance with Section 3, Rule 80601 of the Regents' Rules and Regulations, the 
Chancellor is authorized to execute all documents related to the partial payment or 
adjustment in the case of a catastrophic occurrence where the loss is so extensive  
that commercial insurance payments in excess of $1,000,000 are necessary. Final 
settlement of commercial insurance claims in excess of $1,000,000 requires approval 
by the Board.  
  
In 1995, the CPPP was established as a means of financing catastrophic property 
losses to U. T. System and the institutions. From 1995 - 2001, the CPPP included 
coverage for perils such as fire, tornado, hail, named windstorm, and flood.  
  
In June 2001, U. T. Health Science Center – Houston and U. T. M. D. Anderson Cancer 
Center experienced significant physical damage and business interruption losses 
resulting from Tropical Storm Allison. As a result of that loss, along with other forces  
at work in the marketplace after September 11, 2001, commercial insurance to cover 
catastrophic losses including named windstorm and flood perils was no longer 
reasonably available and/or affordable.  
  
In 2002, the CPPP was restructured into two separate programs to include commercial 
insurance for fire and other non-catastrophe perils and self-insurance for named 
windstorm and flood (Wind and Flood) perils. The Wind and Flood self-insurance 
program is supported by a mechanism to issue debt up to $50 million for direct physical 
loss. To provide underlying protection, primary insurance policies providing relatively 



 23 

low limits were purchased through the TWIA for facilities in Tier 1 seacoast territories 
and the NFIP for properties located in various flood zones.  
  
Each year since the program was restructured and during the renewal process,  
the U. T. System explored the feasibility of purchasing named windstorm and flood 
coverage. In 2008, the commercial insurance marketplace softened and the worldwide 
marketplace was canvassed including U.S., European, and Bermudian markets.  
  
In the CPPP renewal effective April 1, 2008, the U. T. System was able to obtain 
$100 million of named windstorm and flood coverage. Because of the limited carrier 
capacity, a shared and layered program is required with a number of carriers 
participating at different levels. The insurance carriers in the program include  
Lexington, Ironshore, AWAC, Starr, Ace, Zurich, and RSUI.  
  
 
9. U. T. System:  Authorization to execute a Memorandum of Understanding 

with the United States Department of Agriculture Natural Resources 
Conservation Service to provide technical assistance for the improvement 
and protection of soil, water, and other natural resources on Permanent 
University Fund lands 

 
 

RECOMMENDATION 
 
The Chancellor concurs with the Executive Vice Chancellor for Business Affairs and the 
Vice Chancellor and General Counsel that the U. T. System Board of Regents authorize 
the Executive Vice Chancellor for Business Affairs to enter into a Memorandum of 
Understanding (MOU) with the United States Department of Agriculture (USDA) Natural 
Resources Conservation Service (NRCS), as attached on Pages 25 - 27, to: 
 
 a.  provide technical assistance for the improvement and protection of soil, 

water, and other natural resources on Permanent University Fund lands 
(University Lands) through development and revision of USDA NRCS 
conservation plans; 

 
 b.  apply conservation practices that are contained in USDA NRCS 

conservation plans to University Lands, including, but not limited to, cost-
share assistance utilizing funding from the USDA Farm Bill; 

 
 c.  encourage University Lands grazing lessees to utilize USDA Farm Bill 

programs that may provide cost-sharing for conservation practices that  
are a part of the USDA NRCS conservation plans; and 

 
 d.  annually review the MOU and amend, extend, or modify it by mutual 

consent of the authorizing official of the NRCS and the Executive Director 
of University Lands. 
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BACKGROUND INFORMATION 
 
The purpose of the Memorandum of Understanding is to formalize the agreement 
between the U. T. System and the USDA NRCS to provide technical assistance for the 
improvement and protection of soil, water, and other natural resources on University 
Lands through the development and revision of USDA NRCS recommended 
conservation plans. The MOU would further allow the application of conservation 
practices that are contained in USDA NRCS conservation plans including, but not 
limited to, cost-share assistance utilizing funding from the USDA Farm Bill to University 
Lands. 
  
The USDA NRCS is a federal agency that works hand-in-hand with the people of Texas 
to improve and protect the soil, water, and other natural resources. The U. T. System, 
through its ownership of 2.1 million acres of University Lands located in West Texas,  
is one of many Texas landowners benefiting from the USDA NRCS conservation 
programs. For decades, Texas landowners have voluntarily worked with USDA NRCS 
specialists to prevent erosion, improve water quality, and promote sustainable 
agriculture. To maintain these many programs, the USDA NRCS employs conservation 
experts to help U.S. and Texas landowners develop conservation plans to manage 
natural ecosystems. 
  
On February 6, 2007, U. T. System Executive Director of University Lands, Mr. Steve 
Hartmann, was honored with the W.R. Chapline Land Stewardship Award by the 
International Society for Range Management for his commitment to the stewardship of 
University Lands. He credits the assistance of the USDA NRCS as being a big part of 
the reason he received this unique award. Mr. Hartmann has always valued and 
cultivated the relationship University Lands has with the NRCS because of NRCS's 
commitment to assist with the application of high-quality conservation practices on 
University Lands. 
  
USDA NRCS provides science-based technical services to address ever-changing 
environmental concerns. These services are provided through the local soil and water 
conservation districts. 
  
A USDA NRCS conservation plan will be encouraged for use on every University Lands 
grazing lease through collaboration between USDA NRCS experts, U. T. System staff, 
and the grazing lessee. 
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10. U. T. System:  Report on development performance for the U. T. System 
institutions 

 
 

REPORT 
 
Vice Chancellor Safady will report on development performance of the U. T. System 
institutions. At the end of her presentation, Dr. Safady will present a brief preview of 
State of Tomorrow™ television ads that will begin airing statewide in February 2009. 
 
In 2004, Dr. Safady initiated an annual review of campus development operations  
and the preparation of a feedback report to offer each institution a framework for 
performance measurement and continuous improvement. With demand on U. T. 
System institutions to increase philanthropic support, this service aims to help each 
institution achieve its strategic objectives. This annual review is aligned with the goals  
of the U. T. System's comprehensive Accountability and Performance program. 
  
Supplemental materials:  PowerPoint presentation on Pages 97 - 112 of Volume 2. 
 
 
11. U. T. System Board of Regents:  Discussion regarding enhanced academic 

efficiency and productivity 
 
 

REPORT 
  
At the request of Chairman Caven, Executive Vice Chancellor Prior will provide a 
summary of the efforts of The University of Texas System to enhance academic 
efficiency and productivity in relation to proposed higher education reforms described  
as “breakthrough solutions.”  

 
 

BACKGROUND INFORMATION 
  
On May 21, 2008, Governor Perry convened a meeting of members of the Boards of 
Regents of all public institutions of higher education in Texas to discuss seven proposed 
"breakthrough solutions" related to higher education. Two of the solutions (related to 
putting state funding directly in the hands of students and creating new accrediting 
alternatives) are beyond the purview of the state’s public institutions of higher education 
and are not the subject of this discussion. The remaining five solutions are summarized 
as follows: 
  
Breakthrough solution 1 – Measure teaching efficiency and effectiveness and publicly 
recognize extraordinary teachers 
Breakthrough solution 2 – Recognize and reward extraordinary teachers 
Breakthrough solution 3 – Split research and teaching budgets to encourage excellence 
Breakthrough solution 4 – Require evidence of teaching skill for tenure 
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Breakthrough solution 5 – Use “results-based” contracts with students to measure 
quality 
 
During a subsequent smaller telephone meeting of invited Regents, each public 
university system was asked to provide a summary of what was currently being done 
related to the proposed solutions. The U. T. System responded, as requested, with 
detailed statements concerning the five proposals.  
  
An additional meeting of invited Regents and higher education officials was held in 
December 2008 to further discuss higher education reforms. On January 13, 2009, a 
document titled Higher Education Reforms was sent to U. T. System calling for actions 
within specific timeframes.   
  


