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A. CONVENE THE BOARD IN OPEN SESSION 
 

 9:00 a.m. 
Chairman Huffines 
 

 

 1. U. T. System and U. T. Southwestern Medical 
Center – Dallas:  Discussion and appropriate 
action regarding authorization to enter into an 
affiliation agreement with Seton Healthcare to 
sponsor graduate medical education programs 
and related activities 

 

 Action 
Chancellor Cigarroa 
Dr. Shine 
President Podolsky 
 

  1 

B. RECESS TO EXECUTIVE SESSION PURSUANT TO 
TEXAS GOVERNMENT CODE, CHAPTER 551 

 

 9:30 a.m.  

 1. 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 

 

   

 b. U. T. System and U. T. Southwestern 
Medical Center – Dallas:  Discussion with 
Counsel on legal issues related to an affilia-
tion agreement with Seton Healthcare 

 

 Mr. Burgdorf 
 

 

 2. Negotiated Contracts for Prospective Gifts or 
Donations – Section 551.073 

 

   

 U. T. Health Science Center – Houston:  
Discussion and appropriate action regarding a 
proposed negotiated gift with potential naming 
features 

 

 Dr. Safady 
 

 

C. RECONVENE IN OPEN SESSION TO CONSIDER 
ACTION, IF ANY, ON ITEMS A.1, B.1.b, and B.2, AND 
RECESS BRIEFLY FOR MEDIA SESSION 

 9:45 a.m. 
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D. RECONVENE AND RECESS TO EXECUTIVE 
SESSION PURSUANT TO TEXAS GOVERNMENT 
CODE, CHAPTER 551 (working lunch) 
 

 10:00 a.m.  

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

 

   

 U. T. Pan American:  Discussion and appro-
priate action regarding individual personnel 
matters related to the presidential search, 
including individual candidate interviews and 
possible naming of finalists 

 

   

E. RECONVENE IN OPEN SESSION TO CONSIDER 
ACTION, IF ANY, ON EXECUTIVE SESSION ITEM 
D.3, AND TO CONSIDER AGENDA ITEMS 

 

   

 2. U. T. System:  Adoption of a Resolution related 
to a contract to hedge the price and sell a 
portion of the future oil royalty production from 
the Permanent University Fund Lands 

 

 4:20 p.m.  
Action 
Dr. Kelley 

  1 

 3. U. T. San Antonio and U. T. Health Science 
Center – San Antonio:  Discussion and 
appropriate action regarding review of the 
operation and structure of institutions 

 

 4:30 p.m.  
Action 
Chairman Huffines 
Chancellor Cigarroa 
Dr. Prior 
Dr. Shine 
 

  19 

 4. U. T. Tyler:  Authorization to grant a license to 
Oncor Electric Delivery Company LLC, a 
Delaware limited liability company, to permit the 
licensee to place electrical distribution facilities 
on a portion of the U. T. Tyler Palestine campus 
to serve the campus facility  

 

 4:40 p.m. 
Action 
President Mabry  
Ms. Mayne 

  20 

 5.  U. T. System:  Discussion and appropriate 
action regarding the U. T. System Research 
Incentive Program  

 

 4:50 p.m.  
Action 
Chancellor Cigarroa 
Dr. Prior 
Dr. Safady 
 

  21 

F. ADJOURN  5:00 p.m. 
approximately 
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1. U. T. System and U. T. Southwestern Medical Center – Dallas:  Discussion 
and appropriate action regarding authorization to enter into an affiliation 
agreement with Seton Healthcare to sponsor graduate medical education 
programs and related activities 

 
 

RECOMMENDATION 
 
The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Health Affairs, the Vice Chancellor and General Counsel, and President Podolsky 
that the U. T. System Board of Regents grant U. T. System Administration and U. T. 
Southwestern Medical Center – Dallas authority to finalize, execute, and implement an 
affiliation agreement among Seton Healthcare, the U. T. System Board of Regents, and 
U. T. Southwestern Medical Center – Dallas for the purpose of sponsoring and expand-
ing graduate medical education programs, establishing clinical and medical research 
programs, and improving the health of Central Texans. 
 
 
2. U. T. System:  Adoption of a Resolution related to a contract to hedge the 

price and sell a portion of the future oil royalty production from the 
Permanent University Fund Lands 

 
 

RECOMMENDATION 
 
The Chancellor concurs in 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 
 
 a.  adopt the Resolution on Pages 3 - 6 related to a contract to hedge the 

price and sell a portion of the future oil royalty production from the 
Permanent University Fund (PUF) Lands; and 

 
 b.  authorize appropriate officers and employees of U. T. System and The 

University of Texas Investment Management Company (UTIMCO) as set 
forth in the Resolution to take any and all actions necessary to carry out 
the intentions of the U. T. System Board of Regents within the limitations 
and procedures specified therein. 

 
 

BACKGROUND INFORMATION 
 
In early 2008, the Board of Regents asked U. T. System and UTIMCO staff to review 
the possibility of preselling a portion of the future oil and natural gas royalty production 
from the PUF Lands. That process led to the procurement of a third-party reserve study, 
the signing of four master commodity swap agreements (International Swap Dealers 
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Association, "ISDAs") with credit-worthy counterparties, and a legal opinion that such a 
transaction was permissible. The Board of Regents approved a recommendation on 
July 24, 2008, to delegate authority to U. T. System staff to negotiate and enter into a 
transaction. Oil and gas prices then declined rapidly and substantially, making a 
transaction economically unattractive. 
  
On November 13, 2008, the Board of Regents approved a detailed Resolution that 
provided significant additional detail regarding the statutory and Constitutional 
authorization for such a transaction. The Resolution also more fully described the 
authorities to be granted to U. T. System and UTIMCO staff with regard to a future 
transaction.  
  
The forward price curve for oil has risen in recent months and is again approaching 
attractive levels. Adoption of this current Resolution would authorize appropriate 
employees of U. T. System and UTIMCO to move forward with a transaction within 
parameters set forth in the Resolution, consistent with the authority granted at the 
July 24, 2008 and November 13, 2008 meetings of the Board. Specifically, the 
Resolution would allow for a sale of future oil royalty production for a period of not 
greater than five years for volumes representing no more than the expected oil 
production in any given calendar year as forecast in the most recent third party reserve 
report and for an amount not less than $500 million. 
  
The PUF Lands encompass 2.1 million acres of surface and mineral interests in 
19 counties in West Texas. Royalty production net to the U. T. System in Fiscal 
Year 2008 totaled 2.1 million barrels of oil and 22.0 billion cubic feet of natural gas. 
Total oil and gas royalty income in Fiscal Year 2008 was $390.7 million and is expected 
to exceed $250 million in Fiscal Year 2009.  
 
Note:  An excerpt from the Reserve Report referenced in the fourth paragraph of the 
Resolution on Page 3 is set forth on Pages 7 - 18. The complete Reserve Report is 
available online at http://www.utsystem.edu/bor/AgendaBook/Oct09/10-12-
09Meetingpage.html. 
 
 
  

http://www.utsystem.edu/bor/AgendaBook/Oct09/10-12-09Meetingpage.html
http://www.utsystem.edu/bor/AgendaBook/Oct09/10-12-09Meetingpage.html
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RESOLUTION AUTHORIZING 

PERMANENT UNIVERSITY FUND FORWARD SALE TRANSACTION 

WHEREAS, the Permanent University Fund of the State of Texas (the “PUF”) is a 

constitutional fund created by the Texas Constitution of 1876 and currently consists of 

approximately 2,109,000 acres of land located in 24 North and West Texas Counties (the “PUF 

Lands”) and over $9 billion in investment assets;  

WHEREAS, except as provided below, the Board of Regents (the “Board”) of The 

University of Texas System (the “U. T. System”) is responsible for managing all the assets of the 

PUF, including the PUF Lands and the investment assets;  

WHEREAS, the Board for Lease of University Lands (the “Board for Lease”) is 

authorized to lease PUF Lands for oil and gas exploration and development (“Mineral Leases”), 

to contract for the sale or other disposition of crude oil and natural gas royalties taken in kind, 

and to approve agreements that commit (by assignment or otherwise) the royalty interest in PUF 

Lands on terms acceptable to the Board for Lease;  

WHEREAS, the Board commissioned the petroleum consulting firm of Netherland, 

Sewell & Associates, Inc. (“NSA”) to study the estimated proven, probable and possible crude 

oil and natural gas reserves and future PUF royalty net revenue from certain Mineral Leases, 

which study resulted in a written report from NSA to the Board, updated as of June 30, 2009 (see 

attached “Reserve Report”);  

WHEREAS, in managing the assets of the PUF, the Board is authorized by Article VII, 

Section 11b of the State Constitution to “acquire, exchange, sell, supervise, manage, or retain, 

through procedures and subject to restrictions it establishes and in amounts it considers 

appropriate, any kind of investment . . . that prudent investors, exercising reasonable care, skill 

and caution, would acquire or retain in light of the purposes, terms, distribution requirements, or 

other circumstances of the [PUF] then prevailing, taking into consideration the investment of all 

the assets of the [PUF] rather than a single investment”; 

WHEREAS, the U. T. System staff, based upon consultation with the staff of UTIMCO, 

has submitted to the Board the recommendation (the “Staff Recommendation”) to approve an 

investment transaction for the PUF (the “Transaction”), pursuant to which the Board, as manager 

of the PUF, would agree to sell to one or more counterparties (each, a “Counterparty”) certain 

quantities of crude oil to be delivered by the Board over a multiyear period, which sale could 

involve a conveyance of the PUF’s royalty interests limited to such quantities (or cash 

equivalents), and the applicable Counterparty would agree to purchase such quantities from the 

Board by paying an upfront purchase price, said agreements to be set forth in one or more 

commodity prepayment, royalty conveyance, or production payment agreements (each, a 

“Commodity Agreement”);  

WHEREAS, the Staff Recommendation calls for the Transaction to be structured, based 

upon the most recent Reserve Report, such that the obligation of the Board, as manager of the 

PUF, pursuant to all Commodity Agreements does not exceed the estimated PUF royalty 
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production per the most recent Reserve Report from total proved reserves in any given calendar 

year, during the delivery period of the Transaction; and 

WHEREAS, in connection with the Transaction, it may be necessary and appropriate for 

the Board, as manager of the PUF, to enter into one or more of the following basic documents 

(together with the Commodity Agreements, the “Basic Transaction Documents”) in furtherance 

of the prudent execution of the Transaction: 

(i) Physical commodity sales agreement(s) with one or more commodity marketers 

pursuant to which the Board, a manager of the PUF, would purchase, or exchange 

for PUF royalties taken in kind, crude oil to be delivered in amounts necessary to 

satisfy its obligations under the applicable Commodity Agreement;  and 

(ii) Financial commodity price swap agreement(s) with one or more swap 

counterparties pursuant to which the Board, a manager of the PUF, would agree to 

enter into a swap or sell an option on a swap to pay a floating-price for a notional 

volume of crude oil and the swap counterparty would agree to pay a fixed-price 

for such notional volume. 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF REGENTS OF THE 

UNIVERSITY OF TEXAS SYSTEM THAT: 

1. Subject to the other provisions of this Resolution and to the receipt of appropriate 

opinions of counsel as to legal structure and any tax consequences, the U. T. System staff, in 

consultation with the staff of UTIMCO, is hereby authorized and directed to determine the size, 

timing, participants and other terms of the Transaction and to complete all negotiations and 

finalize all arrangements with respect to the Transaction, all as may be deemed necessary or 

appropriate and in the best interests of the PUF; provided, however, that (i) the Transaction shall 

be structured, based upon the most recent Reserve Report, such that the obligations of the Board, 

as manager of the PUF, pursuant to all Commodity Agreements involved in the Transaction do 

not exceed the estimated PUF royalty production in any given calendar year from total proved 

reserves, (ii) the term of the Transaction shall not exceed five years, and (iii) the upfront 

purchase price paid to the PUF pursuant to all Commodity Agreements involved in the 

Transaction shall not be less than $500,000,000. 

2. In connection with the actions authorized by paragraph 1 above, the U. T. System 

staff, in consultation with the staff of UTIMCO, is hereby authorized and directed to assist the 

Board for Lease in (i) reviewing the terms of the Mineral Leases, (ii) exercising such rights 

contained in such Mineral Leases as are deemed necessary or appropriate to facilitate the 

Transaction, including the rights to take crude oil royalties in kind, to sell and dispose of such 

royalties taken in kind and to determine the delivery location of such royalties taken in kind, and 

(iii) committing (by assignment or otherwise) the PUF’s royalty interests under such Mineral 

Leases limited to specified quantities of crude oil (or cash equivalents). 

3. Subject to the requirements of paragraph 1 above, in connection with the 

Transaction, the Chancellor, the Executive Vice Chancellor for Business Affairs, the Vice 

Chancellor for Finance and Business Development, and the Vice Chancellor and General 
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Counsel are hereby severally authorized and directed to execute and deliver the applicable Basic 

Transaction Documents on behalf of the Board, as manager of the PUF, in such forms and with 

such terms as any such officer determines to be necessary or desirable and in the best interests of 

the Board, as manager of the PUF, such determination to be conclusively evidenced by such 

execution thereof. 

4. The members of the staffs of U. T. System and UTIMCO, and the officers of the 

Board, and each of them shall be and each is expressly authorized, empowered and directed from 

time-to-time to do and perform all acts and things and to execute, acknowledge and deliver in the 

name and on behalf of the Board, as manager of the PUF, all certificates, instruments and other 

papers, whether or not herein mentioned, as any such person may determine to be necessary or 

desirable in order to carry out the terms and provisions of this Resolution and the Transaction 

authorized hereunder, such determination to be conclusively evidenced by the performance of 

such acts and things and the execution of certificate, instrument or paper. 

5. In reliance upon the Staff Recommendation, the Reserve Report, the recitals to 

this Resolution and the foregoing paragraphs 1 through 4,  

(a) the Board hereby finds and determines that the Transaction is prudent and 

appropriate for the PUF in light of the purpose, terms, distribution requirements, and 

other circumstances of the PUF, taking into consideration the investment of all the assets 

of the PUF rather than a single investment and, thus, is an authorized investment under 

Article VII, Section 11b of the State Constitution; and 

(b) the Board specifically further finds and determines that: 

(i) because the upfront purchase payment pursuant to all Commodity 

Agreements involved in the Transaction, when credited to the PUF, will 

be invested in investment assets pursuant to the Board’s investment 

policies in effect from time to time, which investment assets are expected 

to produce revenue for the PUF, (a) distributions to the Available 

University Fund (“AUF”) from the total return on all investment assets of 

the PUF are expected to increase as a result of the Transaction, and (b) the 

amount of bonds payable from the AUF authorized to be issued by the 

Board and the Board of Regents of The Texas A&M University System is 

expected to increase;  

(ii) because the Transaction will be structured, based upon the Reserve 

Report, such that the obligation of the Board, as manager of the PUF, 

pursuant to all Commodity Agreements involved in the Transaction, is 

expected to be fully satisfied from PUF royalty production from total 

proved reserves in any given calendar year, during the delivery period of 

the Transaction, the Board’s sale and delivery obligation is not 

speculative, but is fully backed by the PUF’s expected royalty production;  

(iii) because the upfront purchase payment pursuant to all Commodity 

Prepayment Agreements involved in the Transaction will be deposited to 
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the credit of the PUF and invested in investment assets in accordance with 

the Board’s investment policies in effect from time-to-time, the 

Transaction will reduce the PUF’s reliance upon volatile crude oil 

commodity prices, thereby prudently further diversifying the assets of the 

PUF; and 

(iv) because the upfront purchase payment to the Board will be calculated 

based upon commodity prices and interest rates established at or prior to 

execution of the Transaction, the Transaction will allow the PUF to lock in 

what currently appears to be a relatively high market price for crude oil 

and relatively low interest rates. 

6. This Resolution shall be in full force and effect from and after its passage, and it 

is accordingly so resolved. 

 PASSED AND APPROVED BY THE BOARD OF REGENTS OF THE UNIVERSITY 

OF TEXAS SYSTEM THIS TWELTH DAY OF OCTOBER, 2009. 
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3.        U. T. San Antonio and U. T. Health Science Center – San Antonio: 
Discussion and appropriate action regarding review of the operation 
and structure of institutions 

 
 

RECOMMENDATION 
 
Chairman Huffines will lead a discussion concerning a review of the operation and 
structure of The University of Texas at San Antonio and The University of Texas Health 
Science Center at San Antonio. Recently, community leaders have raised the question 
of the feasibility of a merger of these two institutions. Chairman Huffines, Chancellor 
Cigarroa, Executive Vice Chancellor Shine, and Executive Vice Chancellor Prior ask the 
Board to review the background provided and discuss this matter in light of current 
conditions. 
 

 
BACKGROUND INFORMATION 

 
In 2001, the 77th Texas Legislature passed Senate Bill 1840, which instructed The 
University of Texas System Board of Regents to conduct a feasibility study of operating 
The University of Texas at San Antonio and The University of Texas Health Science 
Center at San Antonio as a single research university. An outside consultant, retained 
by the Board to assist with review of this possibility, conducted interviews with 
80 individuals, individually and in small groups. The consultant's report to the Board 
identified potential benefits and advantages of the proposed change as well as potential 
legal, administrative, or practical problems. 
 
The U. T. System Board of Regents considered the consultant’s report and made 
recommendations and commitments, communicated by then U. T. System Board of 
Regents' Chairman Charles Miller to the Lieutenant Governor of Texas and to the 
Speaker of the Texas House of Representatives on September 21, 2002, excerpted as 
follows: 
 
2002 Recommendations Regarding Changes in Operation of the Institutions 
 
a. The Board recommends against operation of the two institutions as a single 

research university at this time. 
 
b. Increased collaboration between U. T. San Antonio and U. T. Health Science 

Center – San Antonio would be mutually beneficial, and the Board respectfully 
recommends that the Legislature seek ways to promote and reward collaborative 
activities. 
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2002 Commitments 
 
a. The Board commits to the implementation of strategic alliances that will enhance 

educational programs and research and add value to the community and region. 
 
b. As preparation for strategic alliances, the Board will encourage each institution to 

clarify its focus and develop a clear strategic direction that engages faculty, staff, 
and students. 

 
c. The Board will direct the implementation of specific performance measures such 

as patents, patents pending, nondisclosure agreements, and aggregate research 
awards to track the growth of research at each institution. 

 
 
4. U. T. Tyler:  Authorization to grant a license to Oncor Electric Delivery 

Company LLC, a Delaware limited liability company, to permit the licensee 
to place electrical distribution facilities on a portion of the U. T. Tyler 
Palestine campus to serve the campus facility 

 
 

RECOMMENDATION 
 
The Chancellor concurs with the recommendation of the Executive Vice Chancellor for 
Academic Affairs, the Executive Vice Chancellor for Business Affairs, and President 
Mabry that authorization be granted by the U. T. System Board of Regents, on behalf of 
U. T. Tyler, to 
 
 a.  enter into a license with Oncor Electric Delivery Company LLC, a 

Delaware limited liability company, to permit the licensee to place 
electrical distribution facilities on a portion of the U. T. Tyler Palestine 
campus to serve the campus facility; and 

 
 b.  authorize the Executive Director of Real Estate to execute the license 

agreement and such other related documents, subject to approval of all 
such documents as to legal form by the Office of General Counsel, and to 
take further actions deemed necessary or advisable to carry out the 
purpose and intent of the foregoing recommendation. 

 
 

BACKGROUND INFORMATION 
 
U. T. Tyler is seeking authorization to enter into a license with Oncor Electric Delivery 
Company LLC, a Delaware limited liability company, to permit the licensee to place 
electrical distribution facilities on a portion of the U. T. Tyler Palestine campus located at 
100 University Boulevard, Palestine, Texas, to provide for permanent electrical service 
to the Campus Expansion Classroom Building. Construction on the new facility began 
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on February 2, 2009, and occupancy is expected in March 2010, prior to the summer 
semester. Without permanent electrical service, construction of the building will not be 
completed on schedule, leading to delays, cost increases, and disruptions during the 
academic year.  
 
 
5. U. T. System:  Discussion and appropriate action regarding the U. T. 

System Research Incentive Program  
 
 

RECOMMENDATION 
 
The Chancellor, with the concurrence of the Executive Vice Chancellor for Academic 
Affairs, the Executive Vice Chancellor for Business Affairs, and the Vice Chancellor for 
External Relations, recommends that $10,000,000 of Permanent University Fund (PUF) 
Bond Proceeds be appropriated to provide additional funding to build and enhance 
research infrastructure for The University of Texas System Research Incentive Program 
to benefit the four emerging research institutions as designated by the Texas Higher 
Education Coordinating Board:  The University of Texas at Arlington, The University of 
Texas at Dallas, The University of Texas at El Paso, and The University of Texas at San 
Antonio.  
  
The U. T. System Research Incentive Program will provide one-time matching funds to 
assist the four U. T. System institutions identified above in leveraging private gifts for 
the enhancement of research productivity and faculty recruitment. Per the Texas 
Constitution, PUF Bond Proceeds may only be used to fund capital and equipment 
items related to the educational mission of the U. T. System and its institutions. The 
gifts will be matched using the following criteria: 
 

 Gifts of $500,000 to $999,999 from a single source will be matched at 10% 
(creating a matching gift possibility ranging from $50,000 to $99,999) 

 

 Gifts of $1,000,000 to $2,999,999 from a single source will be matched at 20% 

(creating a matching gift possibility ranging from $200,000 to $599,999) 
 

 Gifts of $3,000,000 to $4,999,999 from a single source will be matched at 30% 
(creating a matching gift possibility ranging from $900,000 to $1,499,999) 

 

 Gifts of $5,000,000 or greater from a single source will be matched at 50% (with 
a matching cap of $2.5 million) 

 
U. T. System Administration will assist the eligible U. T. System institutions to record 
and accept the gifts. The program is proposed to begin on October 13, 2009, and will 
last for 12 calendar months or until all funds are awarded, whichever comes first. 
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BACKGROUND INFORMATION 
 
Following the successful results of the Texas Research Incentive Program (TRIP) 
created by the 81st Legislature, U. T. System proposes a similar extension of the 
program to continue the momentum of stimulating research-oriented, transformational 
gifts to U. T. System's four emerging research institutions. The U. T. System Board of 
Regents approved on August 20, 2009, a delegation of authority to Vice Chancellor 
Safady to facilitate the acceptance of gifts and to ensure compliance with requirements 
of the Texas Higher Education Coordinating Board related to this Program. 
 
Specifically, the U. T. System Research Incentive Program will provide one-time 
matching funds to assist the four U. T. System emerging research institutions to utilize 
private gifts for the enhancement of research productivity and faculty recruitment. U. T. 
System matching funds will be provided through the PUF and private gifts designated 
for research-oriented purposes. 
 
The U. T. System Research Incentive Program will complement the August 20, 2009, 
U. T. System Board of Regents approval of $30,000,000 of PUF funds for the Science 
and Technology Acquisition and Retention (STARs) program, $5,000,000 in Available 
University Fund (AUF) appropriations for recruitment at U. T. Austin, and $6,132,554 of 
AUF funds in U. T. Systemwide Microsoft license renewal costs, all aimed at hiring 
outstanding faculty necessary to elevate the platform of academic and research 
excellence across the U. T. System. The additional cost savings achieved at each U. T. 
System institution by not having to pay more Microsoft license renewal costs are now 
available to match their respective faculty STARs program awards.  
  
A qualifying gift is defined as all cash, cash equivalents, marketable securities, closely 
held securities, money market holdings, partnership interests, minerals, and life 
insurance proceeds designated for research purposes. Additional gifts can be new 
personal or real property originally donated for research purposes that can be converted 
to cash. 
 
The U. T. System Research Incentive Program will be administered through the U. T. 
System Office of External Relations and the Office of Academic Affairs. A gift will be 
certified as of the date it is deposited by the institution in a depository bank or invested 
by the institution. A noncash gift will be certified on the date it is converted to cash. All 
gifts require appropriate U. T. System validation before matching funds can be confirmed. 
Prominent naming opportunities associated with new gifts will need authorization from the 
Office of External Relations and the Office of Academic Affairs, in consultation with the 
Board of Regents.  


