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POLICY STATEMENT

The UT Systemrequiresthat all institutionsprovide indepth analysis ofapital expenditurescluded in
the Capital ImprovementrBgram(CIP). All System Administration offices ali work collaborativelyto
provide assistance to the institutiangheir endeavoto appropriatelyanalyzeProjects

The purpose of th€apital ExpenditurdPolicy is twofold: (1) provide the institutions guidance ithe
capital expenditure process, froiAroject approal to Project closure and (2) provide System
Administration a uniform method for documenting thil capital expenditure lifecycleso thatcapital
expenditure activitganbe effectivelycommunicatd to the Bard of Regents (BR).


mailto:policyoffice@utsystem.edu

Compliance with thisPolicy requires compliance with the Project Lifecycle Process and accompanying
guidelines asset out in the Procedures section of thidicy.

RATIONALE

All UT System institutiongompletean annual MasterPlan1 (MP1), a reporting tool required by the
THECB and Bond Review Board (BRBY.he MP1is aProjectplansummariig facilities-related pojects
for the succeedinfive years includingland acquisitions.

Similarly, all UT System institutiongre periodicallyrequiredto updatethe Capital Improvement Program
(CIP), a reporting tool maintainedy OFPC The CIP is arojectplan summariing facilities-related
Projects for the succeeding six yeaexcludng land acquisitions Historically, the CIP was formally
updatedand adopted by the BO&rery twoyears however,in practicethe document isipdated frequently
throughout the yeavia off-cycle revisions approvedat quarterly BOR meetings.The CIP reporting
thresholdis $4 million or greaterfor new construction and repand rehabilitation, unless the Projeist
funded in any part with debin which case the Project is reportedthe ClPregardless ofhe threshold.
LERR and STARS are separately approved by the BOR and are not included in the CIP.

SCOPE

All institutionsandUT System Administration

WEBSITE ADDRESS FOR THIS POLICY

http://www.utsystem.edu/policy/policikgs168html

RELATED STATUTES, POLICIES,
REQUIREMENTS OR STANDARDS

UT System Administration Policies & Other Policies & Standards
Standards

Board of Regent s & | Texas Public Funds Collateral Act
Rule 80301

Texas Government Code Chapter 2257

Board of Regent so
Rule, 80303

Texas Occupations Code Chapter 162.(

Board d Regentsdo Rul g Texas Constitution Article 7, Set7 and
Rule, 80402 Sec 18
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http://www.utsystem.edu/bor/rules/80000Series/80301.pdf
http://www.utsystem.edu/bor/rules/80000Series/80301.pdf
http://www.utsystem.edu/bor/rules/80000Series/80303.pdf
http://www.utsystem.edu/bor/rules/80000Series/80303.pdf
http://www.utsystem.edu/bor/rules/80000Series/80402.pdf
http://www.utsystem.edu/bor/rules/80000Series/80402.pdf
http://tlo2.tlc.state.tx.us/statutes/docs/GV/content/pdf/gv.010.00.002257.00.pdf
http://tlo2.tlc.state.tx.us/statutes/docs/OC/content/pdf/oc.003.00.000162.00.pdf

Board of Regent so
Rule, 80403

Board of Regest 6 Rul es an
Rule, 80404

CONTACTS

If you have any questions abduT System Administration Policy UT$68 Capital Expendituréolicy,
contact the following office(s):

Office Telephone Email/lURL

OFPC 5124994600 http://www.utsystem.edu/fpc

Office of Finance 5124994374 http://www.utsystem.edu/fin

DEFINITIONS

Accuracy Factor: Degree to which a cost estimateexpected t@rr from the final cost schedule. The
Accuracy Factor is expected to be 1.60 or better for Conceptual Estimates and 1.10 or better for
Control Estimates. For example,a Conceptual Estimate of $100 is not expected to err beyond a
minimum of $62.50 and a maximum $160, and a Control Estimate of $100 is not expected to err
beyond a minimum of $91 and a maximum of $110.

Agenda Database Webbased tool by which the Board Office organizes all agenda items tHattiye
BOR for approval.

Auxiliary Enterprises BalancesUnder the broader umbrella of Funding Sources, a type of Institutional
Funds comprised ofdiances that have @aemulated from the collection of revenues or fees for such
enterprises as student housing, student unions, parking facilities, and recreational facilities.

Available University FUundAUF): Defined by the Texas Constitution to consist of distributiosnsfthe
itot al returno on all i nvest ment assets of t he
attributable to the surface of Permanent University Fund lands.

Bond Review BoardBRB) All debt issued by the State @s agenciesdor New Construction Bojects
greater than $250,000ust be approved by the BRBiless otherwise exempThe BRB also reviews
the annual MR in conjunction with its annu&apital Expenditure Plan (CEP)

Board of RegentéBOR) The University of Texas System Board of RegenBOR approval is required
for anyProject as defined by thiBolicy.

UTS168Capital Expenditure Policy
3


http://www.utsystem.edu/bor/rules/80000Series/80403.pdf
http://www.utsystem.edu/bor/rules/80000Series/80403.pdf
http://www.utsystem.edu/bor/rules/80000Series/80404.pdf
http://www.utsystem.edu/bor/rules/80000Series/80404.pdf
http://www.utsystem.edu/fpc
http://www.utsystem.edu/fin

Capital Improvement PrografCIP): The CIP is a sbyear projedbn of Major Projects
Cash Requisition FormOFPC document used tequesteimbursements for debt funded Projects.

Conceptual Estimate: Preliminary cost estimate used to establish budget for proposed Prdjget.
Conceptual Estimatén conjunction with the Control Estimatggnerally will serve aa basis for the
Total Project CostTPC).

Control Estimate: Cost estimatestablished during design development aseldto manage Projects. It is
often developedjointly by OFPC Project Management and external parties such as design
professionals and construction firmsThe Control Estimatgin conjunction with the Conceptual
Estimate)generally will serve aabasis for the Total Project Cost (TPC).

ConceptualSchedule Preliminary schedule dates used to establish proposed milestones for the Project.

Control Schedule: Construction schedulestablished during design development asdd to manage
Projecs. It isoften developed jointly by OFPC Reoct Management and external parties such as
design professionals and construction firms.

Design/Development approvdD Approval) For New ConstructiorProjects(or Repair &Rehalilitation
Projects that are architecturally or historically significabip Approval isgranted by the BORFor
Repair & Rehattitation Projects that araot architecturally or historically significant, DD Approval is
granted by the Chancellarnless the Project imstitutionallyManaged, in which case DD Approval is
granted by the institution Presidenn all cases, DD Approval occurs subsequerihe BOR meeting
at which the Project was added to the CIP.

Debt Capacity Ratios Three key financial ratios calculated by the Office of Finaridebt Service
Coverage(DSC), Debt Servicdo-Operations, and Expendable Resoue®ebt. All three ratios are
generally calculated based on the in i t wpdatedsixdysar forecast, with the exception DEC
which can becalculated based on th&ojectspecificpro forma if the Roject is revenugenerating
(e.g., student housing, parking)ln order to receive debt capacity approval, the iastih must
generally meet two out of three minimum standards, as established by the Office of Farathee
Project itself must meet a minimum DSC standard

Debt Service Coverage(DSC) Debt CapacityRatio that measures actual margiri protection for annual
debt service payments from annual operatioi3SC is @lculated by taking the sum of annual
operating surplus (or deficjtplus depreciation expensplus interest expenselivided by total 6
principal and interest payment#.is reflected as a times (x) coverage.

Debt Serviceto-Operatiors. Debt Capacity Ratio that measures peak debt service burden on the annual
operating budget. It is calculated by taking peak annual debt service divdéntal operating
expenses It is reflected as a percentage

Delivery Dates Major dates in aProjec difecycle, including: (1) CIP Approval, (2) Start of
Programming, (3) Appropriation/Authorization/DD Approval, (4) THECB Approval, (5) Notice to
Proceed, (6) Substantial Completion, @perational Occupangynd (8)Project CloseOut. Items (1)
through (5) are included in the Project Approval Phatens (6)through (8) are included in the
Project Completion Phasdtem (8) Project Clos©ut isthe only Delivery Date that is not required on
the PPF.

Designated FundsFunds designatefr a specific purpose

Designatedruition: The portion oftuition specified in Texas Education Code Sect. 54.05L8he general
use of the institution
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Discretionary runding Any FundingSourceavailable to support Brojectthat is under the control of the
institution and not subject to spending policies imposed by the institution itself, the Board of Regents,
or any other authoritative body.

Enabling Legislation Any type of legislative authoritgt the Federal, State, or institutional lexeduired
to impose a fee or ena@hyother method(s) of producing revenues necessary to suppéhtdjeet

Energy Conservation FinancingSee Performance Contracts.

Expendable Bsourceso-Debt Debt Capacity Ratio that measures coverage of direct debt by financial
resources thaare ultimately expendable. It is calculated by taking expendable financial resources
divided by debt outstanding.

Form 2 Also known as an Accounting Source Docum@8D). Form 2s are the authorizing documents
used to recordProject funding, appropriations, changes to appropriations, movement of funds and
expenditures, encumbrances, and in certain cases expenditures and other migsetleb#s and
credits. Upon a ®jec t &ddition to the CIPa Form 2 will be generated to record Temporary
Funding to set up the OFPC management fae] to move funds to different salocounts to cover
initial expenditures. When thedpectreceivesTHECB approvalnew subaccounts willbe set up to
recordProject funding. Temporary Funding will be remoyeahd full funding for the Project will be
set up

Form 4/5 Also referred to as’roject Qose Out Form Form 4/5s are initiated by OFPC upfinal
completionwhen no more expenses will be recorded againg®ribject.

Funding Source Type of funds identifiedn the APFto support the financing of Broject IncludesPUF
Debt proceeds RFS Debt proceedsTRB Debt proceeds, and Institutional Fundélthough Funding
Sources arselected at the time thirojectis approvedand added to the CJFFunding Sourcamouns
can be changed with BOBr Chancellorapproval (as applicable)at a later date. This does not
necessarily constitatthe need for THECBeapprovalunless TPC hashangedoy more than 10%r
there has been a Funding Source Charide preferred expenditure order is: (1) TRB debt proceeds,
(2) PUF Debt proceeds, (BFS Debt proceedsf)(Institutional Funds.

Funding $urce Change The addition or deletion ofiny Funding Sourcds). A change in TPC is not
necessaryo constitute a Funding Source Changkypically will requirereapprovalby THECB if a
new Funding Source is added, or an approved Funding Source is removed.

Funding Source TableThe summary of EndingSources andundingamounts established the PPE

Futures List A section of the CIP comprised Bfojectsfor which institutions have identified a need and
an estimated Total Proje€ost, but which do not have a specific Funding Sources identified to be used
in financing theProject. There is no PPF required for inclusion on the Futures List.

General Reveral These funds are generated by the general taxing authority of tharstiamay only be
used for capital expenditures upon specific approval by the Texas Legislature

Gifts. A type of Institutional Funds that may be restricted as to use or unrestdejeending on the
donor 6s s peci fPRropeamolicy Gifts cited & eanidihgiBeurcewill generally be
deemed RFS Debt for purposes Bé&bt Capacity Ratio analysis until the gifts are dhand or
committed (as evidenced by a written gift instient) This broad category can include private
foundation grants, sponsorships, naming rights income, and planned gifts.

Grants A type of Institutional Funds comprised of Federal, State, Local, andieatBrawards used for
purposes specified in the associated agreements.
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Higher EducationAssistancd-und (HEAF): A type of Institutional Funds comprised of funds authorized
by Article VII, Section 17 of th@ exas State ConstitutiolJT Pan American antdT Brownsville are
the onlyHEAF-eligible UT System institutions.

Hospital RevenuesA type of Institutional Funds comprised of revenues generatbddpitals and clinics
Institutional Funds: Refers to anyype ofhondebtFunding Source

Institutionally Managed A Project that is managed by institutapersonnel rather than OFPC. Pkoject
is automatically designated as Institutionally Manageatlis under # million; however, OFPC wiill
manage sucRrojects if requested to do so. Projects that exteisdhreshold are managed by OFPC
unless designated Institutionally Managed by the BOR. Although OFPC does not manage
Institutionally ManagedProjects, it couldstill beinvolved in theProjectif it i s funded in any part with
debtbecaus@®©FPCrecordsappropriationsand expendituresf debt proceeds on behalf of the BOR.

Insurance Claims A type of Institutional Funds comprised of funds collected regjatlaims made on
insurance policies.

Interest(and Investment Incomen Local Funds A type of Institutional Funds comprised of interast
investmenincome earned on funds held in local depositories

InvestmentMetrics Benchmarks laid out bthe institutionthat measure the succeska Roject and
reflected in the PPF

Library, Equipment, Repair and RehabilitatiofERR) Generally refers to librarymaterials and
equipment or small Repair &Rehabilitation Projectthat are approved annually through the LERR
Budget, and fundedll or in partwith PUFDebtproceeds.

Major Project: Any Project that meets one or more of the following criteria: (1) haiMing constrution
with a value of & million or greater (2) road, paving, an®epair & Rehabilitation FPojects with a
value of $ million or greater (3) any Roject determined by the @R to be architecturally or
historically significant, (4) anyroject that is debt financed (RFS, TRB, PUF) regardless of dollar
value (with the exception of LERR and STARhat are separately approved by the BO&)dor
(4) any campus planning effort thetintended to result in a capitBfoject meeting one or more of
these criteria.

Master Plan 1(MP1). A facilities-development plan that summarizes planNeav ConstructionProjects
Repair & Rehalilitation Projects,and Land Acquisitions as reported by instituti® for the nexfive
years. The MP1 satisfies thBrojectreporting requirements for both the THECB and the BRB, and it
is submitted annually by the institutions. It does not include routine maintenance projects, but it does
include all of the other types of projects that are placed on the THECB agenda for consideration.

Medical Services Research and Development BEBRDP) Also known afProfessional FeesA type of
Institutional Funds comprised of funds derived from physician fees for services to patients.

New Construction A Project that will result in thaddition of gross square footage that was not previously
in inventory

Office of Facilities Planning & ConstructiofOFPC) UT System Administration officéhat maintains the
CIP, manages Projects, anetordsProject accountingransactions

Parking Fee Balances Under the broader umbrella of Funding Sources, a type of Institutional Funds
comprised ofees collected for parking permits, citations, and transient parking.
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Performance ContractsAlso known as Energy Conservation Financirgnder the broader umbrella of
Funding Sources, a type of Institutional Funds based on a contract with a third party pursuant to
Section 51.927 of th@exas Education Cod® provide energy conservation measures that will
generate a guaranteed level of gyesavings. Debt may be issued under the Revenue Financing
System for a maximum 1@ear period if energy savings can be generated for the period.

Permanent University Fund A constitutional fund andpublic endowment created in the Texas
Constitution ¢ 1876. Today, the PUF contains 2,109,190 acres located in 24 North and West Texas
counties The assetsf the PUF are dedicated to the uses and purposes OfltiSystem and the Texas
A&M System.

Permanent University Funbebt(PUF Debt) Bondsand/ornotesauthorized by Article VII, Section 18 of
the Texas State Constitution. Tdebt isrepaid by distributions from the Permanent University Fund
to the Available University Fund. AIUT System institutions excepdT Pan America and UT
Brownsville are eligible to receive PUPebtproceeds.

Presi dent Geidter sigmadtbg institutional President, as well as appropriate EVC, formally
requesting that a project be placed on the agenda for a BOR meeting. AccorBiggoe nt s & Rul e
80301, Capital Improvement Program fA For Maj or Projects seeking Boar
President may submit a request for inclusion on t|
Project Pl alhinég nBr &ir dresuldmiited at tleet sangertimei as the PPF. PPFs

submitted without the Presidentods Letter are consid

Private Developer A type of Institutional Fundbased on an agreement with a third party that constructs
and finances capital improvements on land of WHeSystem. The System executes a ground lease
with the Private Developer and typically, at the end of the lease term, the capital improvemest revert
to theUT System.

Professional FeesSee Medical Services Research and Development Plan.

Project For purposes of thi®olicy, any New Constructiofroject of $4 million or greaterequesting
addition to the CIPany Repair & Rehabilitatiofroject of $4 million or greater(including roads and
paving) and/or any Project funded in any part with debt proceeds, regardless of amowentirre
and routine maintenance amdjuipment replacement and upgrades (including compuees not
considerd Projects for purposes of tHolicy.

ProjectLifecycle: The sequence of events from start to finish that@llSystem Projects are required to
undergo. The Project Lifecycle is characterized by two main phases, the Approval Phase and the
Completion Phase.

Project ManagementThe application of resources, management techniguessystems to the execution
of aProject from gart to finish.

Project Planning Form (PPF) A uniform, web-baseddata collectiorsystemdesigned to gather a complete
set of data points pément toa specific Project.A complete, currenPPF is required to be submitted
by the Institutionfor all Major Projectsincluding cases of Major Project returning to the BOR for
additional approvals. The PPF is accompanied by: (B)r e s i detien sighe by the institution
President and the Academic or Health Affairs EVC, and (2) any required exhibits or attachments such
as a Project pro forma. The permanent web location of the PPF System is:
https://wwwutsystem.edu/PPFSystemNOTE: The PPF may also be used outside the Project
Approval Phase to update important Project information such as TPC increases of less than 10%,
changes in expected delivery dates, changes in projected expenditure3heseProject details
shouldbe updatedn the ClPat least quarterly
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Repair& Rehalbilitation (Repair & Rehah) Also known asRepairand Renovationor R&R. A Project in
which a portion of the buding is renovated. The classic Repair & Relialion Project involves
gutting an existing building and replacing electrical, plumbing, heating, ventilatieoprditioning
systems an@dr other major compomgs Road and paving Projectas well as tenant finishut
Projectsare also considered R&R for purposes of Bhdicy.

Revenue Financing SystdRFS) Debt programestablished in 1991 for the purposepobvidinga cost
effective debt program to institutions of thE System New RFS debt must be authorized by the
Office of Finance and approved by the BOR.

Revenue Financing Systddebt (RFS Debt) Bondsand/or commercial papéssued as parity dé by the
BOR under the Revenue Financing System debt program.

STAR: A competitive granprogramused tosupport recruitmerdindretention of highly qualified faculty
at both academic and health institutions by providing additional resources used to build and enhance
research infrastructur8&TARs s typtically funded with PUF debt.

Student Fee A type of Institutional Funds comprised fidfes collected to support the operations and
financing ofvariousstudentelated activities.

Temporary Funding OFPCis empowered by the BOR tautlorize funding in the amount ofb of the
PreliminaryProject Cos{or up to 10% withEVC of Business Affairs approvalyr Projects approved
in the CIP. Temporary Funding typically used to cover expenditures such as programming,
advertising costs, initial design costs, and other expenditures that are incurred at the beginning of a
Project. In the case of dedtuinded Projects,he institution funds these costs initially and will be
reimbursed fromdebt proceedsfter THECB approval.In the case of nodebtfunded Projects, the
institution may fund these costs but may not expend mame the approved Temporary Funding
amount until after THECB approval.

Texas Higher Education Coordinating BoafiHECB) Also known aghe CoordinatingBoard THECB
approval is required for any New Constructidmject with a value of$4 million or greaterand any
Repair & Rehattitation Projectwith a value of$4 million or greater Projects must obtaireapproval
from THECB if the Project experiences a TPCgooss square footage change of more than 10%, if
there is a Funding Source Change, or if the institution has not contracted fenojbet within 18
months from final BOR approval dat@he THECB also reviewand approvethe annual MP1.

Total Project Cost(TPC). Refers to theamount approved by the Board of Regents at time of addition to
the Capital Improvement Program. The TPC is subsequently approved and authorized by the Board of
Regents upon completion of Design Developmeértte Conceptual Estimate andontrol Estimate
generally will serve as the bessfor the TPC.

Tuition Revenue Boridebt(TRB Debt) Debt specificallyauthorized by the Texas Legislature. TRBbt
is issued by th&OR under the Revenue Financing System debt progfaebt service on TRBebt
has historically been reimbursed by the State, although the State is not legally obligated to do so.

Unexpended Plant Fund®A type of Institutional Funds comprised foihds that have been deposited from
various other Funding Sources and have been earmarked for construction or physical plant
improvements.

Utility Revenues A type of Institutional Funds comprised dfterdepartmental transfers to the utility
department for electricity, natural gas, chilled water, steam, water, and sewer charges.
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RESPONSIBILITIES

Institutional President ThelnstitutionalPresident is responsible fdeveloping and signing off dAPFs
thatarei n | i ne with the institutionés Campus Master Pl an.

Offices of AcademicAffairs and Health Affairs. Academic Affairs and Health Affairs are responsible
for assistingnstitutionsin developng PPFs recommending LERR allocations to the BOR, and awarding
STARsgrants

Office of Facilities Planning & Construction. OFPC isresponsible foreviewing PPFspreparing agenda
items updating the CIRvith newProjectinformationat least garterly (see definition of PPFRsssting
institutions in estimating®ject costs and expenditure timelineganagingd’rojects, controlling Pject
accounting, and closing oBtojects.

Office of Finance The Office of Finance is responsible feviewing PPFs if the Project includes any
debt or gift funding, assisting institutions in building pro fesnor updating skyear forecasts, providing
finding of fact language for agenda items, and managing IRS arbitrage spendout compliance.

Office of External Relations. In the case of interim gift financing and fundraising shortfalls, this office is
responsible foassisting the istitution in representing the fi@ject to the BOR for reauthorization and/or
approval of a Funding Source Change

Office of the Controller. The Office of the Controlleorganizesand managetheannual LERR request
processand monitors LERR and STARward balances in conjunction with OFPC

PROCEDURES

Project Lifecycle. There are two mai n phases in every Pr o]
Completion Phase.Compliance with thisolicy requires compliance with therious stages of theroject
Lifecycle:
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Project Lifecyele
Approval Phase Completion Phase
_‘-/\._ _‘A_

o N N
Appropriation / Author-

ization / DD Approval

Approval Phase

Chancellor (or Institution President if the
Project is Institutionally Managed) provides DI
Approval and authorizes expenditure

BOR provides DD Approval., appropriates
funding., and authorizes expenditure

i

CIP updated to reflect any new information
provided in the approved agenda item. namely
Delivery Dates (such as DI Approval date) that
may have changed since the Project was initially
added to the CIP

!
||
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