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Audit, Compliance, and Management Review Committee 11:30 a.m. - 12:30 p.m.

A. CONVENE THE BOARD IN OPEN SESSION TO RECESS 12:30 - 2:20 p.m.
TO EXECUTIVE SESSION PURSUANT TO TEXAS Chairman Huffines
GOVERNMENT CODE, CHAPTER 551 (Working Lunch)

(continues from 5:15 - 6:15 p.m. as needed)

1. Personnel Matters Relating to Appointment,
Employment, Evaluation, Assignment, Duties,
Discipline, or Dismissal of Officers or Employees —
Section 551.074

a. U.T. System: Discussion and appropriate action
regarding individual personnel matters relating
to appointment, employment, evaluation,
compensation, assignment, and duties of U. T.
System and institutional employees

b. U.T.System: Discussion and appropriate
action regarding individual personnel matters
relating to appointment, employment,
evaluation, compensation, assignment, and
duties of presidents (academic and health
institutions), U. T. System Administration
officers (Executive Vice Chancellors and Vice
Chancellors), other officers reporting directly to
the Board (Chancellor, General Counsel to the
Board, and Director of Audits), and U. T. System
and institutional employees and related
personnel aspects of the operating budget for
the year ending August 31, 2008

c. U.T.System: Discussion regarding individual
personnel matters relating to appointment,
employment, evaluation, compensation,
assignment, and duties of U. T. System and
institutional employees including employees
covered by Regents' Rules and Regulations,
Series 20204, regarding compensation for
highly compensated employees



Wednesday, Auqust 22, 2007 (continued)

2. Consultation with Attorney Regarding Legal Matters or
Pending and/or Contemplated Litigation or Settlement
Offers — Section 551.071

a.

U. T. System Board of Regents: Discussion with
Counsel on pending legal issues

U. T. Pan American: Discussion and appropriate
action on pending litigation titled Board of
Regents of The University of Texas System v.
Geraldine F. Glick and Robert Edward Glick,
Joint Independent Executors of the Estate of
Kenith S. Glick, Deceased; Martha P. Glick and
Judith Gail Glick, Joint Independent Executors
of the Estate of Kemper H. Glick, Deceased;
Geraldine F. Glick, Individually; Martha P. Glick,
Individually; and Gordon Bloomfield, regarding
the purchase of approximately 18.96 acres with
improvements out of Lot 4, Block 273, Texas-
Mexican Railway Company’s Survey, Edinburg,
Hidalgo County, Texas, for initial use for parking
and for future programmed development of
campus expansion; and resolution regarding
parity debt

3. Negotiated Contracts for Prospective Gifts or
Donations — Section 551.073

a.

U. T. Tyler: Discussion and appropriate action
related to a proposed negotiated gift with a
potential naming feature for the College of
Nursing and Health Sciences

U. T. Tyler: Discussion and appropriate action
related to a proposed negotiated gift with a
potential naming feature for the Palestine
Campus building

B. RECONVENE IN OPEN SESSION TO CONSIDER ACTION
ON EXECUTIVE SESSION ITEMS

C. RECESS
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COMMITTEE MEETINGS
Student, Faculty, and Staff Campus Life Committee
(including annual meeting with U. T. System Faculty
Advisory Council)

Health Affairs Committee

RECONVENE THE BOARD IN OPEN SESSION
APPROVAL OF MINUTES

CONSIDER AGENDA ITEMS

U. T. System Board of Regents: Chancellor's Quarterly
Update including comments on the accomplishments
of U. T. System over the past five years

U. T. System Board of Regents: Amendment to the
Regents' Rules and Regulations, Series 10402
(Committees and Other Appointments) to add reference
to the Type 2 Diabetes Risk Assessment Program
Advisory Committee

U. T. System Board of Regents: Amendment to the
Regents' Rules and Regulations, Series 20201
(Presidents), Section 4.9 concerning changes to an
institution's Handbook of Operating Procedures

U. T. System Board of Regents: Amendments to
the Regents' Rules and Regulations, Series 30601,
concerning U. T. System-wide discipline and
dismissal of classified employees

U. T. System Board of Regents: Amendment to the
Regents’ Rules and Regulations, Series 31002 and
Series 31007 delegating to the presidents the authority
to approve all faculty appointments with the exception
of the initial award of tenure

U. T. System Board of Regents: Amendment to the
Regents' Rules and Regulations, Series 40401,
Section 3 concerning approval of certain fees and
charges and Section 4 concerning approval to collect
payment

U. T. System Board of Regents: Amendment to the
Regents' Rules and Regulations, Series 80307,
regarding corporate namings, to address namings
for Less Prominent Facilities and Programs and to
limit extent of naming approvals
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U. T. System: Allocation of $182.2 million of
Permanent University Fund Bond Proceeds

U. T. System: Adoption of the six-year Capital
Improvement Program (CIP) for Fiscal Years 2008-2013;
approval of the Capital Budget for Fiscal

Year 2008-2009; redesignation of previously approved
projects in the CIP; reduction of previously appropri-
ated 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; 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, and resolution regarding parity debt;
consideration of possible designation of new and
existing projects as architecturally or historically
significant; approval of additional appropriation and
authorization of expenditure for three previously
approved projects

U. T. System: Approval of the nonpersonnel aspects
of the operating budgets for the fiscal year ending
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U. T. System Board of Regents: Approval of
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System to extend an option to lease previously granted
to the Office of the Governor of the State of Texas with
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Industrial Alliance, Inc., for long-term lease and
injection and storage of CO,
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5. U. T. System Board of Regents: Amendment to the Regents’ Rules and
Regulations, Series 31002 and Series 31007 delegating to the presidents
the authority to approve all faculty appointments with the exception of the
initial award of tenure

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor
for Academic Affairs, the Executive Vice Chancellor for Health Affairs, and the
Vice Chancellor and General Counsel that the Regents' Rules and Regulations be
amended as set forth below in congressional style:

a. Amend Series 31002, Section 3, concerning the reappointment of
nontenured faculty members, as follows to delegate that authority
currently exercised by the Board be delegated to the president of an
institution:

Sec. 3  Notice and Approval by President Required. Upon expiration
of an appointment period, reappointment Reappeitment of
nontenured members of the faculty t&a—sueeee@ngeeademw

appointment, may be accomplished only by netice-by approval
of the president of an institution er-his-er-her-delegate-with-the
approval-of-the-Board-of Regents. Reappointment of members

of the faculty who are serving a seven-year term appointment

to a succeeding seven-year term appointment may be
accomplished only by notice by the president of an institution or
his or her delegate. No nontenured member of the faculty shall
expect continued employment beyond the period of his or her
current appointment. Any commitment to employ a nontenured
member of the faculty beyond the period of his or her current
employment shall have no force and effect until approved by the
president of the institution.

b. Amend Series 31007, Section 6 requiring that "all faculty appointments be
approved by the Board" as follows to delegate to the president of an
institution all faculty appointments with the exception of the initial award of
tenure:

Sec. 6  Board Approval. The award of tenure is AlHfaculty

appeintments-are-subject to the approval of the Board of
Regents.




BACKGROUND INFORMATION

Currently, all appointments and promotions involving faculty are required to be
approved by the Board because of Regents' Rules and Regulations, Series 31007,
Section 6 which states that all faculty appointments are subject to approval by the Board
of Regents. Such approvals are handled via approval of the institutional budget. The
recommendation to delegate to the president of each institution authority to make all
faculty appointments, with the exception of the initial award of tenure, is made to
promote operational efficiency within the U. T. System. Such appointments must
comply with other provisions of the Regents' Rules such as those concerning the
reasonableness of compensation.

These revisions have been reviewed by the Presidents of the U. T. System institutions
and the Faculty Advisory Council.

6. U. T. System Board of Regents: Amendment to the Regents' Rules and
Requlations, Series 40401, Section 3 concerning approval of certain fees
and charges and Section 4 concerning approval to collect payment

RECOMMENDATION

The Chancellor concurs in the recommendation of the General Counsel to the Board
of Regents, the Executive Vice Chancellor for Academic Affairs, the Executive Vice
Chancellor for Health Affairs, and the Vice Chancellor and General Counsel that the
Regents' Rules and Regulations, Series 40401, Sections 3 and 4 be amended as set
forth below in congressional style:

Sec.3  Approval of Certain Fees and Charges Shanges. The Board of Regents
delegates to the presidents efthe-institutions the authority to assess and
collect the following fees and other charges, upon a finding by the president
that such fees and other charges and changes to such fees and other

charges are requwed appreve—ehanges—m—ﬂqe—ameun%s—ef—efeheﬁees—e#

for the
fee or other charge to reasonably reflect the actual cost to the institution of
the materials or services to be provided. The approval authority is

conditioned on prior review and approval by the Executive Vice Chancellor
for Academic Affairs or the Executive Vice Chancellor for Health Affairs.
1. Matriculation Fee, as authorized by Texas Education Code
Section 54.006(a)
2. Fees Associated with the Option to Pay Tuition by Installment, as
authorized by Texas Education Code Section 54.007
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3. Supplemental Fees for coaching or individual instruction, as authorized
by Texas Education Code Section 54.051(l)

4. Laboratory Fees, as authorized by Texas Education Code Section
54.501(a)

5. Incidental Fees, as authorized by Texas Education Code Section 54.504

6. Charges and Fees for Certain Payments, related to electronic funds
transfer or credit card payment, as authorized by Texas Education Code
Section 54.5011

7. Continuing Education Course Fees, as authorized by Texas Education
Code Section 54.545, and further detailed in Series 40403

8. Fees and Other Charges for rentals, rates, and charges for certain
occupancy, services, use and availability of facilities or services, as
authorized by Texas Education Code Section 55.16.

Sec.4  Approval of Method of te-Celleet Payment. The Board of Regents delegates
to the presidents of the institutions the authority to collect the payment of
tuition, fees, and other charges in accordance with those methods prescribed
or authorized by statute.

BACKGROUND INFORMATION

The proposed amendment to the Regents' Rules and Regulations codifies previous
delegations related to the approval of selected new fees and fee changes and
recommends additional delegation to the presidents to approve laboratory fees by
course and specific course-related incidental fees after review and approval by the
appropriate Executive Vice Chancellor.

State law requires the charge of a mandatory laboratory fee of $2 to $30 for each
laboratory course at a general academic institution. The current approval process
requires Board approval of each course's lab fee but allows a president to modify a
previously approved lab fee. The proposed amendment would simplify that process.

For the course-related incidental fees, the Board has approved a range of charges for

course-related fees at each institution. The current process requires resubmission of
each course-related fee for approval.
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7. U. T. System Board of Regents: Amendment to the Regents' Rules and

Requlations, Series 80307, regarding corporate namings, to address

namings for Less Prominent Facilities and Programs and to limit extent

of naming approvals

RECOMMENDATION

The Chancellor concurs in the recommendation of the General Counsel to the Board
of Regents, the Vice Chancellor for External Relations, and the Vice Chancellor and
General Counsel that the Regents' Rules and Regulations, Series 80307, regarding
corporate namings, be amended to address namings for Less Prominent Facilities and
Programs as set forth below in congressional style:

Sec. 1

Sec. 3

General. Before proceeding with any naming, institutions must
carefully consider all circumstances surrounding the naming, including
the overall benefit to the institution and whether displaying the name is
and will continue to be a positive reflection on the institution.

1.1 Review. Any naming of Facilities and Programs must undergo
a high level of consideration and due diligence to ensure that
the name comports with the purpose and mission of the U. T.
System and the U. T. System #s institutions. No naming shall
be permitted for any corporation or individual whose public
image, products, or services may conflict with such purpose
and mission.

1.2 Time Limitation for Approval. Naming approvals granted
under this policy are valid for a period not to exceed 180 days
from the date of approval. After approval of a naming, the
naming agreement must be executed within 180 days of that
approval. If that does not occur, the haming must be
resubmitted for approval.

Naming of Less Prominent Facilities and Less Prominent Programs.
The Board of Regents has delegated naming authority for Less
Prominent Facilities and Less Prominent Programs to each president
based on a set of general guidelines that are reviewed and approved
by the Chancellor, except that any Corporate Naming requires
approval by the Chancellor and compliance with the procedures set
forth below in Section 8, including the requirement for advance
consultation. The Vice Chancellor for External Relations will make
final determinations concerning what types of Facilities and Programs
may be considered Less Prominent.
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Sec. 8

Sec. 9

Corporate Naming. Each Corporate Naming for Prominent Facilities or
Programs must be approved by the Board of Regents. Each
Corporate Naming for Less Prominent Facilities or Programs must be
approved by the Chancellor.

8.1

8.2

Special Considerations. The Office of External Relations must
complete a detailed due diligence review, in accordance with
policies and procedures established by that office, of the
corporation prior to any Corporate Naming. Each Corporate
Naming must be analyzed to ensure that there are no conflicts
of interest. Certain restrictions may also apply to any proposed
naming of a Facility financed with the proceeds of tax-exempt
bonds.

Procedures for Corporate Naming. Before negotiating a
possible Corporate Naming, the president shall send a written
request, in compliance with procedures established by the
Office of External Relations, to the Executive Vice Chancellor
for Academic or Health Affairs. Except in the case of Less

Prominent Facilities or Programs Fellewing-review-and-approval
. I it 0 I corth horol Lin 1l
procedures established by the Office of External Relations, the

institution shall negotiate an a-git agreement with the
corporation, using the Standard Corporate Naming
Gift/Licensing Agreement prepared by the Office of General
Counsel. Any substantive variations to the standard agreement
must be approved by the Office of General Counsel. The
Executive Vice Chancellor for Academic or Health Affairs shall
have authority to sign such gt agreements after appropriate
review and approval.

Namings Approvals Chart

Corporate* Non-Corporate
Prominent** Board of Regents | Board of Regents
Less Prominent*** | Chancellor Institutional President

* |In addition to the approvals specified in this chart, all requests for Corporate Naming
must be forwarded in writing by the institution’s president to the Executive Vice
Chancellor for Academic or Health Affairs (as appropriate), the Vice Chancellor for
External Relations, and the Office of General Counsel; must be recommended by the
Chancellor; and must otherwise comply with specific guidelines relating to Corporate
Naming.
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** |n addition to the approvals specified in this chart, all requests for naming for
Prominent Facilities and Programs (as defined in Regents’ Rule, Series 80307) must be
recommended by the Chancellor, the Executive Vice Chancellor for Academic or Health
Affairs (as appropriate), and the Vice Chancellor for External Relations, and must
comply with procedures established by the Office of External Relations. The Vice
Chancellor for External Relations, in consultation with the Executive Vice Chancellor for
Academic or Health Affairs (as appropriate), makes final determinations as to which
Facilities and Programs are considered Prominent.

*** Any naming for Less Prominent Facilities and Programs shall be based on a set of
general guidelines that are reviewed and approved by the Chancellor. The Vice
Chancellor for External Relations, in consultation with the Executive Vice Chancellor for
Academic or Health Affairs (as appropriate), makes final determinations as to which
Facilities and Programs are considered Less Prominent.

BACKGROUND INFORMATION

The proposed amendments to the Regents' Rules and Regulations, Series 80307 are
recommended by the Vice Chancellor for External Relations and the Vice Chancellor
and General Counsel to conform the Rules to a workable process for the review and
documentation for corporate namings related to less prominent facilities and programs.

A new provision specifies that all approvals are for the duration of 180 days only.

8. U. T. System: Allocation of $182.2 million of Permanent University Fund
Bond Proceeds

RECOMMENDATION

The Chancellor, the Executive Vice Chancellor for Academic Affairs, the Executive
Vice Chancellor for Health Affairs, and the Executive Vice Chancellor for Business
Affairs recommend that the U. T. System Board of Regents approve the allocation
of $182,200,000 of Permanent University Fund (PUF) Bond Proceeds for 13 capital
projects listed in Table 1 on Pages 16 - 18.

Detailed Project description sheets are on Pages 18A — 18L.
In addition, the Board will hear a discussion relating to a proposed Drug Development

Institute project at U. T. Health Science Center — Houston (Pages 18K — 18L).

BACKGROUND INFORMATION

The total project cost of the 13 capital projects is currently estimated at approximately
$507,600,000. The balance of the project funding will be solidified over the next several
months and will be brought back to the Board for i) approval of the total project cost for

14



each project including identified funding sources and ii) approval of amendments to the
FY 2008-2013 Capital Improvement Program. Preliminary project descriptions including
fire and life safety projects are listed in Table 1 on Pages 16 - 18.

A forecast of revenues and expenses of the Available University Fund (AUF) for seven
years, including the above allocation has been prepared and is reflected as Table 2 on
Page 19. The additional appropriation of $182.2 million of PUF Bond Proceeds is
incorporated into the forecast.

As of May 31, 2007, the U. T. System's Constitutional debt capacity for the PUF was
$353 million. The debt capacity is calculated as 20% of the cost value of the PUF
endowment less PUF debt outstanding and authorized but unissued as listed in Table 3
on Page 20.
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g. appropriate additional funding from Revenue Financing System Bond
Proceeds for previously approved projects in an aggregate amount of
$4,100,000 for the Expansion to Parking Lot 12 project at U. T. San
Antonio and Basic Science Renovation project and Library Facilities
Upgrade project at U. T. Medical Branch - Galveston in Attachment 4
on Page 40;

h. approve the use of $21,900,000 Revenue Financing System Parity Debt
for certain construction and repair and rehabilitation projects in the
FY 2008-2009 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 40;

i. approve the recommendation that proposed new and existing projects
have been reviewed, and that the Battle Hall Complex, Renovation project
and the Littlefield Home and Carriage House Renovations project at U. T.
Austin have been determined as historically significant;

J- appropriate funding and authorize expenditure of $1,570,000 from Gifts
to Grants for the Galveston National Laboratory project at U. T. Medical
Branch - Galveston as set forth in Attachment 5 on Page 41; and

k. appropriate additional funding and authorize expenditure of $34,500,000
and $22,200,000 from Hospital Revenues for the Smithville Facility
Strategic Plan project and the T. Boone Pickens Academic Tower project
at U. T. M. D. Anderson Cancer Center, respectively, as set forth in
Attachment 5 on Page 41.

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.
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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 Executive Vice Chancellor for
Business Affairs Scott C. Kelley on August 23, 2007. The presentation will identify the
economic impact of the proposed projects.

Supplemental Materials: Mr. O’'Donnell’s PowerPoint on Pages 1 - 6
President Mendelsohn’s PowerPoint on Pages 6.1 — 6.7
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10. U.T. System: Approval of the nonpersonnel aspects of the operating
budgets for the fiscal year ending Auqust 31, 2008, Permanent University
Fund (PUF) Bond Proceeds allocation for Library, Equipment, Repair and
Rehabilitation (LERR) Projects for FY 2008

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, 2008, 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 (PUF) Bond Proceeds in the amount of
$30,000,000 be appropriated to the institutions to fund Library, Equipment, Repair and
Rehabilitation (LERR) Projects for Fiscal Year 2008. 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.

There are two additional requests for PUF Bond Proceed allocations. For the purchase
of enterprise compliance and configuration manager (ECCM) software and
maintenance, $4,083,000 is requested. This software automates management of
computer configurations, enforces security standards, identifies vulnerabilities, and
provides automated and manual remediation. This system will directly address
information security breaches that U. T. System institutions have experienced. These
funds will not be expensed until a commitment of participation is received from each
institution.

The second request of $3,500,000 is for the North Texas Student Information System
Pilot Project. This is a supplemental request to the $8,000,000 approved by the Board
on October 4, 2006. The object of the Project is to achieve cost savings through
economies of scale, process improvements attained through standardization, universal
application of institutionally preferred practices, improved and more consistent reporting,
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and the improvement of services for students, faculty, and staff. This supplement
proposes necessary funds for services identified during the vendor bid reviews,
inclusion of upgrade implementation services for U. T. Arlington, and assistance to U. T.
Tyler for their portion of the implementation.

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 2008 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 front pocket of this Agenda Book.

See the Executive Session item related to the personnel aspects of the U. T. System
Operating Budgets (Item 1b on Table of Contents Page i for Meeting of the Board).

The appropriation of PUF Bond Proceeds will be presented in the Fiscal Year 2008
LERR Budget. 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 19. The additional appropriation of PUF Bond
Proceeds for this allocation is within the policy as shown in the forecast.

Supplemental Materials:

PowerPoint presentation on the operating budget on Pages 6.8 — 6.35.

Other supporting materials including the Chancellor’s recommendations for
initiatives to be funded from proceeds of termination of bond swap agreements
are on Pages 6.36 - 6.44.

11. U. T. System Board of Regents: Approval of Permanent University
Fund (PUF) Bond Proceeds allocation for the Science and Technology
Acquisition and Retention (STARS) Program

RECOMMENDATION

The Chancellor, with the concurrence of the Executive Vice Chancellor for Academic
Affairs, the Executive Vice Chancellor for Business Affairs, and the Executive Vice
Chancellor for Health Affairs, recommends that $20,000,000 of Permanent University
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Fund (PUF) Bond Proceeds 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 (STARsS) Program. Through a
competitive proposal process determined by U. T. System Administration, funds will be
distributed for the purpose of recruiting top researchers.

It is further recommended that STARs appropriations not expended or obligated by
contract or purchase order within six months after the close of Fiscal Year 2008 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

On August 12, 2004, the U. T. System Board of Regents approved an allocation of
funds to be awarded to institutions to help attract and retain the best qualified faculty.
Funded through PUF Bond Proceeds, this awards program, named Faculty STARS,
provided funding to help purchase state-of-the-art research equipment and make
necessary laboratory renovations to encourage faculty members to perform their
research at U. T. institutions. In August 2004, the Board allocated $59 million for this
program. In Fiscal Year 2006, $15 million was allocated with an additional $20 million
allocated in Fiscal Year 2007.

With the exception of a portion of funding distributed noncompetitively to academic
institutions in Fiscal Year 2005, recipients of the STARs awards are selected through a
competitive process. The program is centrally administered by U. T. System for start-up
or retention packages for tenured faculty of proven quality who are recommended from
the institutions by a faculty group at the nominating university. A peer review committee
chaired by the appropriate Executive Vice Chancellor examines the STARs awards at
the U. T. System Administration level and makes recommendations. The funds are
available only for laboratory renovation and equipment purchases. Consistent with other
PUF bond funded programs, the STARs award may not be spent on operations.

The program is making a significant contribution toward accomplishing the goal of
developing and further strengthening the research capacity of the institutions within

U. T. System. The competitive program has helped U. T. institutions recruit and retain
some of the best researchers in the nation, recognized nationally and internationally for
their scholarly achievements. Since the program's inception, these individuals have
made a significant impact to U. T. System institutions through research grants,
collaborations made with outside entities, and pending and issued patents as well as
by encouraging future research and excellence.
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12. U. T. System: Recommendation to authorize the U. T. System to extend an
option to lease previously granted to the Office of the Governor of the State
of Texas with regard to 6,300 acres in the West Texas Lands in Pecos
County to allow land to be available to FutureGen Industrial Alliance, Inc.,
for long-term lease and injection and storage of CO,

RECOMMENDATION

The Chancellor concurs with the recommendation of the Executive Vice Chancellor for
Business Affairs and the Vice Chancellor and General Counsel that the U. T. System
Board of Regents authorize the Vice Chancellor and General Counsel to negotiate and
take actions as necessary to allow the U. T. System to extend by six months an option
to lease previously granted to the Office of the Governor of the State of Texas with
respect to 6,300 acres of University Lands in Pecos County to allow the lands to be
made available to FutureGen Industrial Alliance, Inc. (FutureGen) for the purpose of
offering, through a 50-year lease term, for the injection and storage of carbon

dioxide (CO,). The subject properties are illustrated in Exhibit A on Page 50. The
recommendation is conditioned upon the following provisions:

a. The extension would be on essentially the same terms and conditions as
the initial option to lease, with the area redefined to conform to the current
area of interest.

b. The consideration for any lease ultimately issued will be determined by the
U. T. System obtaining independent appraisals and gathering other
valuation information and will be negotiated with FutureGen. The value
and terms of the lease will require the approval of the Board for Lease of
University Lands and the U. T. System Board of Regents.

C. The option is contingent on the lease of any injection and storage site
allowing for horizontal drilling from adjacent tracts to access oil and gas
resources beneath the CO, storage area and other agreed activities that
will not disturb CO, storage.

BACKGROUND INFORMATION

FutureGen is a $1 billion public-private partnership to locate, design, build, and operate
the world's first coal-fueled, zero-emissions power plant. The partnership is comprised
of American Electric Power, Anglo American llc, BHP Billiton, China Huaneng Group,
CONSOL Energy Inc., Foundation Coal Corporation, Kennecott Energy Company,
Peabody Energy, and Southern Company. FutureGen has released a Request for
Proposals (RFP) for the FutureGen Host Site.
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One of the requirements set forth in the RFP is the ownership of or access to property
suitable for siting a CO; injection facility and the long-term underground storage of a
large quantity of CO,. Acting through the Bureau of Economic Geology at The
University of Texas at Austin's John A. and Katherine G. Jackson School of
Geosciences, the State of Texas has developed two site proposals in response to

the RFP. One site is located in East Texas and does not affect University Lands or
other property controlled by U. T. System. The other site, the subject property, is in the
Permian Basin region proximate to oil and gas producing lands (West Texas Lands),
the surface of which is owned and controlled by U. T. System and the mineral rights to
which are subject to lease by the Board for Lease of University Lands. The subject
property will be needed by FutureGen for injection purposes if the West Texas site,
near Penwell, Texas, is selected as the final site for the FutureGen project. The final
site selection for the FutureGen project is expected to be made in Fall 2007.

On April 19, 2006, the Board for Lease of University Lands passed a resolution
concurring in the decision of the U. T. System to join the State of Texas in submitting
the Texas response to the FutureGen RFP and setting conditions to protect the value of
the Permanent University Fund (PUF) minerals. A copy of the resolution is attached on
Pages 47 - 49.

The Board of Regents authorized the existing Option to Lease by Resolution on
April 27, 2006.

46















13. U. T. System Board of Regents: Presentation of certificate of appreciation
to President John D. Stobo, M.D.

Chairman Huffines will present a certificate of appreciation to John D. Stobo, M.D.,
President, U. T. Medical Branch - Galveston, for his distinguished service and
outstanding contributions. Dr. Stobo, who has served as President of U. T. Medical
Branch - Galveston for the past 10 years, has announced that he plans to resign from
the presidency effective August 31, 2007.

14. U. T. System Board of Regents: Election of additional Vice Chairman
(Regents’ Rules and Requlations, Series 10102, Section 3)

Regents’ Rules and Regulations, Series 10102, Section 3 provide for the election of
three Vice Chairmen of the Board of Regents.

Current Vice Chairmen are Rita C. Clements and Cyndi Taylor Krier.

50a



