May 11-12, 2016 Meeting of the U. T. System Board of Regents - Schedule of Events

SCHEDULE OF EVENTS
FOR
BOARD OF REGENTS’ MEETING

May 11-12, 2016
Austin, Texas

U. T. System Administration, Ashbel Smith Hall, 9th Floor, 201 West Seventh Street
Office of the Board of Regents: 512.499.4402

Wednesday, May 11, 2016

Audit, Compliance, and Management Review Committee .................cooeeieieits 9:30 a.m.
Academic Affairs CommIttee  .......oeieieii i 10:30 a.m.
Health Affairs Committee .........ieieiii e 11:15a.m.
Meeting of the Board - Executive Session (Working Lunch) ............c.ooiini. 12:00 p.m.
Technology Transfer and Research Committee ..., 2:00 p.m.
Finance and Planning Committee ..........ccooiiiiiiiiiii e 2:45 p.m.
Facilities Planning and Construction Committee ..., 3:45 p.m.
R OB ot 4:30 p.m.
approximately

Thursday, May 12, 2016

Meeting of the Board - Open Session  ........oiiiiiiii e 8:30 a.m.
Meeting of the Board - Executive Session (Working Lunch) ..............ccoooeienin. 11:25a.m.
approximately
Meeting of the Board - Open SESSION  ....vviiiiieii i 2:00 p.m.
approximately
o o o o 2:30 p.m.
approximately
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AGENDA
FOR MEETING OF
THE UNIVERSITY OF TEXAS SYSTEM
BOARD OF REGENTS

May 11-12, 2016
Austin, Texas

Board Meeting Page
Wednesday, May 11, 2016

COMMITTEE MEETINGS 9:30 a.m.-12:00 p.m.

CONVENE THE BOARD IN OPEN SESSION 12:00 p.m.

RECESS TO EXECUTIVE SESSION PURSUANT TO TEXAS
GOVERNMENT CODE, CHAPTER 551 (working lunch at noon)

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

U. T. Austin: Discussion and appropriate action regarding
individual personnel matters relating to assignment and duties
of the president including responsibilities associated with
outlining a vision and plans for the future of the institution
(Regents’ Rules and Regulations, Rule 20201)

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

U. T. System Board of Regents: Discussion and appropriate
action regarding legal issues concerning implementation of
Senate Bill 11 (Campus Carry)

3. Deliberation Regarding Security Devices or Security Audits —
Section 551.076

U. T. System Board of Regents: Discussion and appropriate
action regarding safety and security issues, including security
audits and the deployment of security personnel and devices,
regarding implementation of Senate Bill 11 (Campus Carry)

RECESS 2:00 p.m.

COMMITTEE MEETINGS 2:00 p.m.-4:30 p.m.
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Thursday, May 12, 2016

RECONVENE THE BOARD IN OPEN SESSION TO CONSIDER AGENDA
ITEMS

1.

10.

U. T. System Board of Regents: Approval of Consent Agenda items
and consideration of any items referred to the full Board

U. T. System Board of Regents: Update from Texas Higher
Education Coordinating Board Commissioner Paredes on the
long-range strategic plan for Texas higher education

U. T. System: Review and possible action regarding institutional and

U. T. System Administration campus carry rules, requlations, and
provisions

U. T. System: Annual Meeting with Officers of the U. T. System
Student Advisory Council

U. T. System Board of Regents: Award of Regents' Outstanding
Student Awards in Arts and Humanities -- recognition of visual arts

winners and display of artwork

U. T. System Board of Regents: Discussion and appropriate action
related to appointments to the Board of Directors of The University
of Texas Investment Management Company (UTIMCO), including
proposed appointment and reappointment to the UTIMCO Board and
proposed appointment of member to the UTIMCO Board's Audit and
Ethics Committee

U. T. System Board of Regents: Proposed appointments to the
University Lands Advisory Board

U. T. System: Report on strategic Quantum Leaps initiatives

U. T. Austin: President’s Report on the Strategic Vision and
Institutional Priorities

U. T. System Board of Regents: Presentation of Certificate of

Appreciation to Student Regent Justin A. Drake and Comments by
Regent Drake

STANDING COMMITTEE RECOMMENDATIONS AND REPORTS TO THE
BOARD
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8:30 a.m.
8:31 a.m.
Action

8:35a.m.
Report

Commissioner Raymund

Paredes
Dr. Fred Farias Il

8:55a.m.

Review/Possible
Action

Deputy Chancellor
Daniel

9:15a.m.
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Chair Varun Joseph,
U. T. Health Science
Center - San Antonio
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Presentation
Dr. Leslie
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Action
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Report
Chancellor McRaven
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Report
President Fenves
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RECESS TO EXECUTIVE SESSION PURSUANT TO TEXAS
GOVERNMENT CODE, CHAPTER 551 (working lunch at noon)

1. Deliberations Regarding the Purchase, Exchange, Lease, Sale, or Value
of Real Property — Section 551.072

a. U.T.M.D. Anderson Cancer Center and U. T. Health Science
Center - Houston: Discussion and appropriate action regarding
the lease and/or exchange of land and use of common facilities
at the proposed TMC3 collaborative research development,
located on approximately 28 acres bounded by Old Spanish
Trail, South Braeswood Boulevard, and bisected by William C.
Harvin Boulevard, from Texas Medical Center, Inc., for research
and related uses

b. U.T. System: Discussion and appropriate action regarding
ground lease of real property bounded by West 6th Street,
Lavaca Street, West 7th Street, and Colorado Street, in Austin,
Travis County, Texas

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

a. U.T.Rio Grande Valley: Discussion and appropriate action
regarding proposed negotiated gifts with potential naming
features

b. U.T. San Antonio: Discussion and appropriate action regarding
proposed negotiated gifts with potential naming features

c. U.T. Tyler: Discussion and appropriate action regarding
proposed negotiated gifts with potential naming features

d. U.T.M.D. Anderson Cancer Center: Discussion and appropriate
action regarding proposed negotiated gifts with potential
naming features

e. U.T. Austin: Discussion and appropriate action regarding
proposed negotiated gifts with potential naming features

3. 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 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 Chief Audit
Executive), members of the Board of Regents, and U. T. System
and institutional employees

b. U.T. System: Discussion and appropriate action regarding
individual personnel matters relating to assignment and duties
of the Chancellor, including responsibilities associated with the
admissions procedures set forth in Regents’ Rules and
Regulations, Rule 40303
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4. 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 Board of Regents: Discussion and appropriate
action regarding legal issues concerning pending legal claims
by and against U. T. System

c. U.T. El Paso: Discussion and appropriate action regarding legal
issues related to expenditure of proceeds of sale of property
from Cotton Trust

d. U.T. Health Science Center - Houston and U. T. M. D. Anderson
Cancer Center: Discussion and appropriate action regarding
legal issues related to thermal energy plant at Texas Medical
Center

e. U.T. M. D. Anderson Cancer Center: Discussion and appropriate
action regarding legal issues related to termination of the
Siemens Medical Solutions, USA, Inc. Agreement for Patient
Management, Scheduling, and Billing Systems, dated October
14, 2011, as assigned to Cerner Corporation

f. U.T. Austin: Discussion and appropriate action regarding legal
issues related to a proposed acquisition by the Harry Ransom
Humanities Research Center of a significant collection of works
by a noted playwright

g. U.T. System Board of Regents: Discussion and appropriate
action regarding legal issues concerning classification of
University Lands income from water, caliche, sand, and surface
damage payments

h. U.T.M. D. Anderson Cancer Center and U. T. Health Science
Center - Houston: Discussion of legal issues related to
proposed TMC3 collaborative research development

i. U.T.System Board of Regents: Discussion and appropriate
action regarding legal issues related to the process for
termination of tenured faculty (Regents’ Rules and Regulations,
Rule 31008)

5. Deliberation Regarding Security Devices or Security Audits —
Section 551.076

U. T. System: Discussion and appropriate action regarding
annual update on safety and security issues, including security
audits and the deployment of security personnel and devices

RECONVENE IN OPEN SESSION TO CONSIDER ACTION, IF ANY, ON 2:00 p.m.
EXECUTIVE SESSION ITEMS AND TO CONSIDER AGENDA ITEM

11. U. T. System Board of Regents: Discussion and appropriate action Discussion/Action
regarding interpretation and possible clarification of the process for
termination of tenured faculty under Regents’ Rules and
Regulations, Rule 31008 (Termination of a Faculty Member),
including compliance with termination procedures under special
circumstances or where potential conflicts may exist

ADJOURN 2:30 p.m.
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1. U. T. System Board of Regents: Approval of Consent Agenda items and
consideration of any items referred to the full Board

RECOMMENDATION

The Board will be asked to approve the Consent Agenda items located at the back of the book
under the Consent Agenda tab and will discuss any items referred for consideration by the full
Board.
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2. U. T. System Board of Regents: Update from Texas Higher Education Coordinating
Board Commissioner Paredes on the long-range strategic plan for Texas higher
education

REPORT

Texas Higher Education Coordinating Board Commissioner Paredes will provide an update on
the long-range strategic plan for Texas higher education.

Coordinating Board member Dr. Fred Farias will also attend the meeting.
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3. U. T. System: Review and possible action regarding institutional and U. T. System
Administration campus carry rules, regulations, and provisions

RECOMMENDATION

The presidents of the U. T. System institutions submit each institution's rules, regulations, and
other provisions regarding the carrying of handguns by license holders on campus for review by
the Board of Regents with the recommendation that the Board not amend the provisions in
whole or in part. Chancellor McRaven submits U. T. System Administration's policy regarding
the carrying of handguns by license holders at U. T. System Administration for review by the
Board, with the recommendation that the Board not amend the provisions in whole or in part.

The rules, regulations, and other provisions begin on Page 318.

BACKGROUND INFORMATION

Senate Bill 11, as passed by the 2015 Texas legislature, requires universities to create rules
allowing for the carrying of handguns by license holders by August 1, 2016. The bill created
Texas Government Code Section 411.2013, which permits the university presidents to establish
reasonable rules, regulations, or other provisions that may not generally prohibit or have the
effect of generally prohibiting license holders from carrying a handgun on the institution's
campus. Under (d-2) of Section 411.2031, the Board must review the provisions not later than
the 90th day after the date the rules are established. The Board may only amend the provisions
by a two-thirds vote of the full Board.

Following Board review, each president and the Chancellor will be responsible for formatting the
rules and including the rules in their respective handbooks of operating procedures. The
presidents and the Chancellor are required by law to widely distribute the provisions to students,
staff, and faculty and must include the rules prominently on the institution's website.
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4. U. T. System: Annual Meeting with Officers of the U. T. System Student Advisory
Council

INTRODUCTION

The U. T. System Student Advisory Council will meet with the Board of Regents to discuss
recommendations of the Council and plans for the future. The Council's recommendations are
set forth on the following pages.

Council members scheduled to attend are:

Chair: Mr. Varun Joseph, U. T. Health Science Center - San Antonio, General Doctor of Dental
Surgery

Academic Affairs Committee: Ms. Caitlynn Fortner, U. T. Dallas, International Political
Economy

Student Involvement and Campus Life Committee: Mr. Grant Branam, U. T. Dallas, Arts and
Technology

Health and Graduate Affairs Committee: Mr. Sergio Rodriguez, U. T. Medical Branch -
Galveston, Microbiology and Immunology

Financial and Legislative Affairs Committee: Mr. Alberto Adame, U. T. Rio Grande Valley,
Economics and Finance

BACKGROUND INFORMATION

The U. T. System Student Advisory Council was established in 1989 to provide input to the U. T.
System Board of Regents working through and with the Chancellor and U. T. System
Administration on issues of student concern. The operating guidelines of the Council require that
recommendations have a multi-institutional focus and that the Council explore individual campus
issues with institutional administrators prior to any consideration thereof. The Student Advisory
Council consists of two student representatives from each U. T. System institution enrolling
students, and meets three times yearly in Austin. The Standing Committees of the Council are
Academic Affairs, Student Involvement and Campus Life, Health and Graduate Affairs, and
Financial and Legislative Affairs.
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Office of Academic Affairvs

THE UNIVERSITY of TEXAS SYSTEM Sar Oolonids Srrost gl Mloos
Austin, Texas ?3?0!—2930

FOURTEEN INSTITUTIONS. UNLIMITED POSSIBILITIES. EIZ2-490-42373
WWW.UTSYSTEM.EDU

April 1, 2016

William H. McRaven, Adm (Ret.)
Chancellor

The University of Texas System
601 Colorado

Chancellor McRaven:

On behalf of The University of Texas System Student Advisory Council (UTSSAC) and the over
217,000 students we represent, | would like to thank you and the Board of Regents for providing
us the opportunity to present our recommendations for the 2015-2016 academic year.

This past year has been a transformative year for the U. T. System. From a new university and
multiple medical schools opening to new infrastructure like the state of the art dental clinic in
San Antonio, the U. T. System is undoubtedly moving forward boldly into an era of
unprecedented growth and service to the State of Texas and beyond. Perhaps one of the most
important changes that has occurred is the new leadership team with you at the helm. We are
excited and enthusiastic about the bold and visionary strategic plan and Quantum Leaps you
have put forward. We are confident that you will strive to ensure that all aspects of the plan
become reality which will impact the lives of students in new and meaningful ways.

| have truly enjoyed my two years of service on the Council, and it has been an honor to be a
part this process. The student leaders | have met and their passion for service to others is only
matched by their desire to bring about positive change. | am heartened by the sincerity and
ambition of our representatives to tackle any issue that they thought could impact students' lives
throughout the U. T. System and share thoughtful recommendations with U. T. System
leadership.

With this letter, we are submitting the recommendations passed by the Council and we look
forward to discussing these recommendations in more detail at the Board of Regents meeting in
May.

Sincerely,

Varun P. Joseph, MA

Chairman, U. T. System Student Advisory Council, 2015- 2016 Academic Year
D.D.5 Candidate - Class of 2017

U. T. Health Science Center San Antonio School of Dentistry

The University of Texas at .r’lr|i.||5l.u||. + The University of Texas at Austin « The Undversity of Tesar an Dallas < The University of Texas an El i'ﬂiu
The University of Texas of the Permian Basin « The University of Texas Rio Grande Valley « The University of Texas s San Antonio
The ';.:||1i1\.'|.-u:i1:,I of Texas at 'T':r]('r * The Un'weuil}' of Texas Southwestern Medical Center « The Univers ity of Texas Medical Branch at Galveston
The University of Texss Health Seience Center a1 Houston « The University of Texas Health Seience Center a0 San Antonio
The 1..|ni|'.e:rsi|r of Texas MD Anderson Cancer Center = The l.?niwl'xil].' of Texas Health Science Genter st T:,-Itr
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Joint Committee Recommendation — Financial and Legislative Affairs and
Campus Life Committees

Recommendation 1: Increase the allocation of resources to sexual assault
prevention, research, and related initiatives and increase outreach and
education regarding Title IX policies on sexual assault

The U. T. System Student Advisory Council (SAC) supports the efforts of the

U. T. System Board of Regents in recently funding a comprehensive Systemwide
study — Cultivating Learning and Safe Environments (CLASE). The CLASE
project seeks to understand sexual assault, dating violence, sexual harassment,
and stalking crimes at thirteen campuses in the U. T. System. The CLASE
project assesses student experiences with intimate interpersonal violence and
the impact of programming, policy, and efforts among students who have
experienced violence and those who have not. CLASE also addresses concerns
about student safety and compliance by systematically benchmarking student
intimate interpersonal violence on The University of Texas System campuses
using an empirical, comprehensive, collaborative, and iterative process.

Additionally, SAC also commends U. T. Austin’s Institute on Domestic Violence
and Sexual Assault in their provision of exams with a Sexual Assault Nurse
Examiner (SANE). A SANE is a registered nurse who has been specifically
trained to:

1. Provide comprehensive care to sexual assault patients;

2. Demonstrate competency in conducting a medical forensic exam to
include evaluation for evidence collection;

3. Have the expertise to provide effective courtroom testimony; and

4. Show compassion and sensitivity to survivors of sexual assault.

The Council recommends that the CLASE study and similar initiatives
receive consideration when requesting additional funding, and that all

U. T. System institutions be given adequate resources to expand the SANE
program.

While increasing allocations will provide long-term institutional support,
the Council also recommends enhancing and aligning Title IX policies and
procedures to incorporate students in their respective campus’ efforts in
addressing sexual assault, as outlined below.

The U.S. Department of Education’s_Office for Civil Rights (OCR) enforces,
among other statutes, Title IX of the Education Amendments of 1972. Title IX
protects students from harassment connected to any of the academic,
educational, extracurricular, athletic, and other programs or activities of schools,
regardless of the location. Title IX protects all students from sexual harassment
by any school employee, another student, or a non-employee third party.

Prepared by the Student Advisory Council
May 2016 Page 1
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SAC highly supports the new U. T. System policy model that requires System
approval of each individual institution’s Title IX policy. SAC recommends that the
U. T. System direct the dissemination of campus specific Title IX policies so that
students and employees can be better informed about the policy and more
specifically, so that students and employees can understand their obligations and
procedures after a report has been filed. SAC recommends the implementation
of the following criteria at each of the 14 U. T. System institutions as a best
practice:

e Implement a Systemwide plan for all campuses to promote and educate
members of the campus community on the roles and responsibilities of the
Title IX Office to include:

(1) All institutions should clearly link their Title IX website to their
indexed Title IX policy, using the U. T. Arlington site as a model.

(2) Require the institution’s Title IX coordinator’s contact
information be placed on all student identifications.

(3) Include the “Mandatory Reporting Clause” in all course syllabi.

(4) Publicly provide the “Reporting and Responding to Campus
Sexual Assault Flow Chart” to students.

¢ Inform and train all “Responsible Employees,” including responsible
student employees, of their position and responsibilities, with an emphasis
on their obligation to disclose their status and possible necessary actions,
including, but not limited to training for bystander intervention.

e Ensure students are informed of mandatory reporters’ identities and
obligations under the Title IX policy. Examples of potential mechanisms
include the following:

Make use of Learning Management Systems to further inform
“It's On Us” Pledge

Informational skits or videos

Case studies of different scenarios

e Establish networks with student groups such as international and Lesbian,
Gay, Bisexual, and Transgender (LGBT) students that face culture-
specific issues.

Alignment among campuses will reduce the lapse of information available to
students, which will increase reporting efficacy and number of incidents reported.

Prepared by the Student Advisory Council
May 2016 Page 2
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We recognize the issues that arise with different unique campus cultures. These
duties and responsibilities will strengthen individual institutional capabilities in
addressing unique issues regarding sexual misconduct and gender
discrimination.

Financial and Legislative Affairs Committee Recommendation
Recommendation 2: Draft and implement a Board of Regents’ policy

statement that protects the freedom of expression of all students, faculty,
and staff at each institution

Given the “Concerned Student 1950” movement at The University of Missouri,
the U. T. System Student Advisory Council recommends the Board of Regents
take a proactive stance on free speech and expression. Institutions of higher
education have recently been forced by their student bodies to address vague or
non-existent policies involving free speech. In order to address this reality, The
University of Chicago appointed a Committee of Freedom and Expression that
released a letter in January 2015 stating:

“In a word, the University’s fundamental commitment is to the principle
that debate or deliberation may not be suppressed because the ideas put
forth are thought by some or even by most members of the University
community to be offensive, unwise, immoral, or wrong-headed. It is for the
individual members of the University community, not for the University as
an institution, to make those judgments for themselves, and to act on
those judgments not by seeking to suppress speech, but by openly and
vigorously contesting the ideas that they oppose. Indeed, fostering the
ability of members of the University community to engage in such debate
and deliberation in an effective and responsible manner is an essential
part of the University’s educational mission.”

Further, a national undergraduate study conducted by The William F. Buckley, Jr.
Program at Yale University found that 95 percent of students regard free speech
as personally important at their university. Eight out of ten students responded
that freedom of speech should either be less limited on college campuses or that
there should be no difference compared to society at large.

Faculty and students Systemwide have expressed concern over the effect of
campus carry in indirectly restricting freedom of expression and the free-flow of
ideas in the classroom and in-and-around their respective campus communities.
SAC, based on the above cited references, and concerned about the on-campus
interaction among students, faculty, and staff and the academic development and
success of students everywhere, recommends that U. T. System leadership
study, research, and recommend a policy to protect the freedom of expression.

Prepared by the Student Advisory Council
May 2016 Page 3
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With the consultation of institutional leadership, faculty, and students, we
recommend that U. T. System appoint a group to study current trends in
higher education, recommend adoption of a policy statement by the

U. T. System Board of Regents, and recommend that the U. T. System
assist institutions with organizing a communication plan to educate
faculty, staff, and students on their rights and responsibilities regarding
freedom of speech.

Campus Life Committee Recommendations

Recommendation 3: Implement policies Systemwide to protect parental
leave for graduate student employees including offering paid leave

We recommend that the U. T. System help implement policies to protect
parental leave and to extend paid leave to graduate students who are
employed, at least part-time, in academic-related employment at each
institution.

Currently, there is no formal policy in place protecting students’ rights to paid
parental leave after childbirth or adoption. The Family and Medical Leave Act
(FMLA) provides covered employees with unpaid, job-protected leave, but no
additional measures exist. Additionally, not all graduate student researchers are
subject to provisions in FMLA. The current system involves the graduate student
employee taking all of his or her sick and vacation time at the discretion of their
advisors, who may not be willing to allow such prolonged student leave. This has
the potential to jeopardize a student's new parental responsibilities. Additionally,
in this situation, students are forced into taking a formal leave of absence from
school and graduate teaching and research responsibilities, during which time
they are uncompensated and health insurance status may be in jeopardy. The
purpose of this recommendation is to implement protected paid, parental leave to
all graduate students without negative repercussions to their academic progress.
If this recommendation is implemented, the U. T. System will rise to join other
national pioneering institutions already implementing these guidelines (ex:
University of Pittsburgh) and will become the first in the State of Texas.

We recommend that the U. T. System work with institutions to implement the
following guidelines regarding parental leave:

« Students should receive eight weeks paid leave for new birth or adoptive
parents in accordance with the National Institutes of Health (NIH)
guidelines.

e Any full-time student-employee in academic-related employment and
enrolled in a graduate program in good standing could be offered paid
parental benefits. Eligible students must have completed at least one full-
time semester of their degree program.

Prepared by the Student Advisory Council
May 2016 Page 4
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e During a period of accommodation, students will continue to be enrolled
as a full-time student. Because the student remains enrolled, it is not a
formal leave of absence. It is instead a modification of deadlines and
expectations to accommodate the student’s new parental responsibilities.
As such, students will continue to receive stipends, benefits, and
associated tuition support.

« To facilitate the availability of resources for paid parental leave, we
suggest each graduate institution set aside an adequate budget per
academic year to assist advisors with providing funding for these students.

o Students will work out their modified schedule with a school official,
delegated by the Dean, at least one month before leave is to begin. Upon
completion of parental leave, students will return to complete their degree
requirements.

Recommendation 4: Increase enforcement mechanisms of U. T. System
institutions’ current tobacco-free policies

SAC is concerned with the effect on students’ health from being exposed to
tobacco products as a result of the current lack of enforcement of existing
tobacco-free policies that are already in place at U. T. System institutions.
Enforcement of such policies currently relies on members of the campus
community to issue a verbal warning when a violation is observed. Community
enforcement is the only available mechanism, and it is largely ineffective.
Students, faculty, staff, and visitors using tobacco products are abusing the lack
of enforcement by smoking within non-smoking areas and even indoors with no
valid consequences.

This abuse of policy is creating very serious and problematic situations. For
example, pregnant students, students with asthma, and those with other
compromising medical conditions are finding themselves within the same vicinity
as those who are using tobacco products, jeopardizing the health of the student,
faculty, or staff member. Additionally, non-smoking students are often exposed to
second-hand smoke in areas designated as tobacco free. Since smokers are not
complying with the required distance from doors on non-tobacco free campuses,
it negatively impacts all who enter or exit nearby buildings.

All of the aforementioned situations, combined with ineffective enforcement
mechanisms, could create a possible adversary relationship between students,
faculty, and staff, and render existing policies ineffective.

Therefore, SAC recommends that each campus uphold existing tobacco
policies and that the onus of enforcement be placed on campus police.
Those violating the campus tobacco-free policy should be given tickets or
citations by campus law enforcement when current policies are clearly
violated.

Prepared by the Student Advisory Council
May 2016 Page 5
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Recommendation 5: A recommendation to strengthen security within
campus buildings, with an emphasis on research facilities

Students have recently raised some significant security concerns at some

U. T. System institutions that are worth noting, especially given increased anxiety
over the allowance of concealed handguns on campus. SAC is aware of the
current operating environment in which budget cuts are often necessary to
sustain institutional priorities. However, SAC requests that the safety and security
infrastructure is given priority in funding. SAC recommends that strengthened
security measures be taken, with an emphasis on needs at research
facilities, to ensure the safety of all students.

Examples of student concerns recently shared with SAC include students and
members of the public bypassing existing security and authorization systems that
allow unauthorized access to high security clearance areas. Sometimes badge
authorization systems have been shut down in areas of high patient traffic in
hospital and clinical settings for patient convenience. In these cases, however,
unauthorized people have been able to shadow students into high security
clearance areas like operating rooms. In non-clinical settings, students also have
concerns about others bypassing existing security and authorization systems,
and the lack of surveillance on some campuses inhibits the ability for police to
assist in reporting crime and identifying perpetrators.

Academic Affairs Committee Recommendations

Recommendation 6: Improve the availability of and reduce confusion in
the process of international student transcript translation

The U. T. System Student Advisory Council recognizes there is a large
international student population at U. T. System institutions, and that this group
continues to increase in size. U. T. System institutions require that international
students submit an officially translated transcript or attestation if their documents
are not in English; certain U. T. System institutions also require an official
evaluation of the transcript if the degree was obtained from an institution or
university outside of the United States.

There have been numerous accounts from international students regarding the
translation and transcript evaluation process. Students have difficulty applying
credit when enrolling due to translation errors or misunderstandings between
course names. These discrepancies have led to international students being
unable to enroll in classes required for their degree until an official translation or
evaluation can be obtained. In doing this, international students are often halted
in their degree plans or are forced to repeat coursework they have completed at
a prior institution.

Prepared by the Student Advisory Council
May 2016 Page 6
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Therefore, in order to accommodate the needs of incoming and current
international students, the U. T. System Student Advisory Council
recommends that the U. T. System provide a pre-approved or partnered list
of online transcript evaluation services for the institutions to make
available to students as well as additional communication that could help
clarify requirements of this process.

SAC also recommends that the U. T. System work with the institutions to
consider facilitating, where needed, an on-campus translation service
provided through the respective International Student programs or offices
at each institution.

Recommendation 7: Adopt best practices that improve access to advising
for undergraduate students at each institution

The U. T. System Student Advisory Council recommends that the
U. T. System implement best practices designed to improve access to
advisors and advising platforms for undergraduate students.

The 2014-2015 SAC recommended the implementation of online centralized
advising platforms. Although most of the U. T. System institutions currently have
the capability, SAC recommends that the U. T. System institutions continue to
educate students about the existence of the platform and intended uses. The
purpose of centralized academic advising is to provide all students with adequate
access to course advisement at regular intervals during their studies and that the
advice they receive is accurate and appropriate to the educational goals of each
student. Although most institutions currently have the capability, SAC
recommends that the U. T. System institutions continue to educate students
about the existence of the platform and intended uses as part of a strategy to
improve overall access to advising. SAC believes that advising is one of the most
critical components to retention and timely and efficient degree completion.

In addition to the implementation of a centralized academic advising
structure, SAC also recommends that additional best practices are
considered to increase access to advising:

e Increase the number of advisors at each U. T. System institution thereby
decreasing the student/advisor ratio to a level that is congruent with a
national best practice;

« Require students to meet with their advisor upon completing 30 hours, 60
hours and 90 hours;

o Develop a comprehensive advising website where students can receive
assistance and answers to frequently asked questions;

Prepared by the Student Advisory Council
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o Promote nonpeak advising periods encouraging students to use those
periods for their advising appointments; and

« Consider the addition of other communication tools and platforms such as
online chatting and Skype that enhance the student/advisor relationship.

Students also receive inconsistent or conflicting advice from two or more different
advisors. In order to reduce the problem, SAC also recommends that
institutions continually stress and reiterate to advisors in training that
more than one option may exist for students to effectively meet degree
requirements. A “preferred option” offered by one advisor might be a secondary
option to another advisor. This will help the student realize that differing advice
may not always be detrimental or conflicting advice.

Recommendation 8: Implement policies to protect student researchers
from retaliation from Principal Investigators (Pl)

SAC recognizes that there is a long-standing cultural acceptance within
academia regarding the relationship between a graduate student and their
Principal Investigator (Pl). We recognize that the majority of graduate students
are solely subject to their PI's discretion for decisions that affect the students. Pls
have considerable discretion on the completion of thesis work, graduation
timelines, vacation leave, and parental leave allowances.

There are few checks and balances currently in place within graduate programs
on behalf of graduate students to help resolve disagreements between student
and Pl and to help offset the power differential. Since Pls often hold full discretion
for students’ completion and eligibility for graduation, some students can feel
intimidated and afraid to openly disagree. It can also be challenging to seek
resolution through a third party within the institution since close relationships
among faculty can take precedence over a faculty/student relationship. For the
reasons outlined, SAC recommends that the U. T. System work with institutions
to adopt and implement anti-retaliation policies. More specifically:

« Institutions should have a policy clearly delineating how a student should
deal with disagreements with their PI; and

« Anti-retaliation policies should exist to protect students and facilitate other
avenues of resolution so that students feel comfortable going outside of
their PI for guidance. These policies would protect students from the
potential negative implications of enforcing Milestone agreements already
in place and for discreetly seeking advice outside of their primary advisor.

Addressing these important issues will ultimately aid in the establishment of
reasonable research timelines and solidify working relationships between

Prepared by the Student Advisory Council
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students and Pls. Clear and enforceable policies are needed to ultimately protect
graduate student interests and success.

Health and Graduate Affairs Committee Recommendations

Recommendation 9: As a component of “Winning the Talent War,”
consider increasing graduate student stipends in order to recruit and retain
excellent students as part of the already existing Systemwide initiative to
strengthen graduate student support

Concerning support for graduate students across all U. T. System institutions,
SAC would like to reiterate and reemphasize the resolution made by the SAC in
2014-2015 regarding career development for graduate students. Since the time
of the resolution’s proposal, there has been a significant variance in application of
the proposal’s tenets throughout the member institutions. Although some
campuses have seen increased career support and stipend adjustment, these
changes have not been uniform across the U. T. System. Overall, support for
graduate students in the form of stipends ranges from $14,000 - $35,000, with
some students approaching what the U.S. Department of Health and Human
Services (USDHHS) defines as the federal poverty level (i.e., ~$12,000).

This level of compensation compromises U. T. System’s competitive advantage
in attracting and retaining excellent graduate talent, given the attractive nature of
the financial and benefits packages of peer institutions. It also disregards the
notion that graduate education is a public good, benefiting the whole of society,
and critical to maintaining U. T. System’s position as a premier institution of
higher education. We believe these steps are necessary in order to rise to the
standards outlined by the Quantum Leaps initiative, to analyze and increase
graduate stipends, specifically positioning the System to “Win the Talent War.”

Moreover, SAC recommends that the Regents continue the support of campus-
specific task forces as well as student-led networks and initiatives with the sole
intention of innovating and encouraging graduate professional development.
These task forces should take specific care to promote interdisciplinary,
intercollegiate, and intercampus collaboration so that advances may be
actualized across the System. These programs should include, but are not limited
to: mentorship networks, development of business acumen and financial skills for
non-business students, scholarly support for academically inclined professional
students, and the promotion of teaching-emphasized degree programs.

SAC believes that this recommendation offers a visionary path forward for the
Board of Regents to effectively and fairly address the needs of graduate and
professional students across the U. T. System.

Prepared by the Student Advisory Council
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Recommendation 10: Continue to support access to mental health and
mandate reporting of mental health service-related metrics

Graduate and professional students experience significant amounts of pressure
and anxiety that can lead to stress-related depression, which can be life-
threatening. As the U. T. System continues to expand the number of professional
and graduate student slots, UTSSAC recommends that continued support of
mental health be a top priority in the education of students. Institutions across the
System have adopted successful strategies at promotion such as:

ID badge placards

Campus-wide wellness events

24-Hour Crisis hotlines

Class syllabi with prominent language/information displayed

We encourage the U. T. System to continue to examine successful institutional
strategies in mental health awareness. Additionally, any way to mitigate the
stigma associated with seeking psychological well-being would be ideal in
promoting student wellness broadly.

Many institutions are left understaffed and do not have the appropriate funding
required to maintain an adequate number of mental health professionals.
According to the Accreditation Association for Ambulatory Health Care (AAAHC)
and International Association of Counseling Society (IACS), accreditation
standards recommend a minimum ratio of 1:1,500 mental health clinicians to
students. The closest U. T. System institutional benchmark on staffing ratios is
U. T. San Antonio, which has a 1:2,000 provider to student ratio. The IACS
reports that exceeding recommended ratios results in lengthy waitlists, increased
institutional liability, and inability to conduct campus/population-based outreach.

Through this recommendation, UTSSAC seeks the implementation of the
following goals to see improvement in the following areas:
o Decreasing the ratio of students to each mental health counselor;
e Decreasing the time it takes to schedule an appointment for professional
help; and
¢ Increasing the availability of mental health professionals during
emergency situations.

UTSSAC recommends that the System mandate that each university record
and report various metrics regarding their mental health services (e.g.,
mental health and counseling services wait times, availability, and staffing,
among others) in order to accomplish these goals. Furthermore, these
records should include an overall satisfaction survey of the services
provided to not only ensure that the services are available, but also that
they are of high quality. These records should be reported to the U. T. System
and available to students at large. It is our hope that the maintenance and
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periodic evaluation of such metrics will allow the institutions to track performance
over time and identify successful, value-adding interventions that could be
expanded across the U. T. System. This will ensure continued improvement in
the quality of mental health and counseling services at all

U. T. System institutions.

Recommendation 11: Ensure protection of student status for students with
health-related or extenuating circumstances

The Patient Care and Affordable Care Act (ACA) requires all individuals above
the age of 26 to purchase and maintain some form of health insurance or pay a
monetary penalty. For professional and graduate students who are frequently
ineligible to be on their parents’ insurance policy and unable to afford adequate
coverage on the open market, a student health insurance option represents the
only financially viable choice.

One unique requirement of student health insurance policies is that the covered
individual be in good academic standing and remain enrolled in a requisite
number of credits in order to maintain their insurance. Due to this policy, students
who become unable to maintain full-time status, due to health-related or other
extenuating circumstances, represent a particularly vulnerable population. Our
most vulnerable students lose the protections afforded to them through their
insurance policy by the very situation that requires them to take their leave of
absence.

The Family and Medical Leave Act (FMLA) provides many of these same
protections to public and private employees by requiring employers to provide
job-protected and unpaid leave for qualified medical and other personal reasons.
Additionally, peer institutions have pioneered policies that allow students to
maintain their “student status” for health insurance purposes up to 6 months into
their leave of absence. We believe a similar policy is financially and logistically
feasible for the U. T. System institutions.

The majority of graduate and professional students are among the healthiest
demographics (USDHHS) and do not present a high risk population for insurance
companies. However, the peace of mind offered by maintaining insurance for
those individuals, who require a leave of absence for any reason, is greatly
beneficial to their well-being and will expedite a return to their studies.

Therefore, the Student Advisory Council recommends that the U. T. System
strongly consider maintaining student status for all students who take a
leave of absence falling under FMLA guidelines. This will permit students to
continue receiving coverage under their original health insurance and
alleviate a significant burden on our colleagues.
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5. U. T. System Board of Regents: Award of Regents' Outstanding Student Awards in
Arts and Humanities -- presentation of visual arts winners and display of artwork

REPORT

Executive Vice Chancellor Leslie will report on the results of the Regents' Outstanding Student
Awards in Arts and Humanities and introduce the visual arts winners.

BACKGROUND INFORMATION

In recognition of its support of the arts and humanities, on February 9, 2012, the Board of
Regents authorized the Office of Academic Affairs to establish the Regents' Outstanding
Student Awards in Arts and Humanities. The awards program is designed to provide a
framework that fosters excellence in student performance, rewards outstanding students,
stimulates the arts and humanities, and promotes continuous quality in education. This year's
awards are for the visual arts.

The nominees were evaluated on the following elements: originality, use of media, and artistic
composition, with the following recognitions:

Ms. Haley Parsa, U. T. Austin, for outstanding two-dimensional artwork
Ms. Heather Mawson, U. T. El Paso, for outstanding three-dimensional artwork

Samples of works by the award winners will be shown at the Board meeting.

Agenda Book - 22



May 11-12, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

6. U. T. System Board of Regents: Discussion and appropriate action related to
appointments to the Board of Directors of The University of Texas Investment
Management Company (UTIMCO), including proposed appointment and
reappointment to the UTIMCO Board and proposed appointment of member to the
UTIMCO Board's Audit and Ethics Committee

RECOMMENDATION

Chairman Foster and The University of Texas Investment Management Company (UTIMCO)
Chairman Hildebrand recommend the reappointment of Mr. J. Kyle Bass to the UTIMCO Board
of Directors for a term expiring April 1, 2019. They will also recommend a new appointment to
the UTIMCO Board of Directors for a term expiring on April 1, 2019, to replace Mr. Ardon Moore
who has served three terms.

UTIMCO requests that the U. T. System Board of Regents consider the appointment of

R. Steven Hicks to the Audit and Ethics Committee of the UTIMCO Board of Directors, pending
action of the UTIMCO Board on May 5, 2016.

BACKGROUND INFORMATION

Texas Education Code Section 66.08 and Regents' Rules and Regulations, Rule 10402,
Section 4 require that the U. T. System Board of Regents appoint seven members to the
UTIMCO Board of Directors of whom three must be members of the Board of Regents, three
must have a substantial background and expertise in investments, and one must be a qualified
individual who may be the Chancellor.

The approved UTIMCO bylaws allow external directors to serve a maximum of three terms of
three years each. Mr. Bass was first appointed to the UTIMCO Board on August 12, 2010, and
reappointed on May 9, 2013.

The external director position to be filled with a new appointment was previously held by
Mr. Ardon E. Moore, who has served three terms. Mr. Moore was first appointed to the UTIMCO
Board on July 13, 2006, and reappointed on February 12, 2009, and on May 3, 2012.

Section 66.08 of the Texas Education Code requires that the U. T. System Board of Regents
approve the appointment of members to the Audit and Ethics Committee of the UTIMCO Board
of Directors. The UTIMCO Board is to consider the appointment of Vice Chairman Hicks to the
Committee on May 5, 2016.
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7. U. T. System Board of Regents: Proposed appointments to the University Lands
Advisory Board

RECOMMENDATION

Chairman Foster recommends the following appointments to the University Lands Advisory
Board (ULAB) for terms as follows:

o Alex M. Cranberg, Term of three years
. Jeffery D. Hildebrand, Term of two years
o Individual to represent The Texas A&M University System, Term of three years

BACKGROUND INFORMATION

On May 15, 2014, the Board of Regents established the ULAB composed of the following:

. Four (4) appointments by The University of Texas System Board of Regents,
including at least one external member with industry experience

. One (1) Representative from The Texas A&M University System

. The Executive Vice Chancellor for Business Affairs of the U. T. System (ex officio
and nonvoting)

ULAB members advise the Board on operations and management of the University Lands
Office, including the hiring of the Chief Executive, reviewing and recommending budgets to the
Board, and providing strategic direction.

The Board approved initial appointments to ULAB on July 10, 2014.
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8. U. T. System: Report on strategic Quantum Leaps initiatives

REPORT

Chancellor McRaven will report on implementation of strategic Quantum Leaps initiatives at the
U. T. System.

BACKGROUND INFORMATION

On November 5, 2015, Chancellor McRaven presented his strategic vision and mission for the
U. T. System following a presentation, Leading in a Complex World, a Strategic Approach,
2015-2020. He outlined the following eight Quantum Leaps for the U. T. System:

1. Texas Prospect Initiative

2. The American Leadership Program

w

. Winning the Talent War

N

. Enhancing Fairness and Opportunity

5. The U. T. Health Care Enterprise

(o))

. Leading the Brain Health Revolution
7. The U. T. Network for National Security
8. U. T. System Expansion in Houston

This presentation is the second in a series of periodic updates on the status of implementation
of the eight initiatives.
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9. U. T. Austin: President's Report on the Strateqic Vision and Institutional Priorities

REPORT

President Fenves will report on his strategic vision and institutional priorities for U. T. Austin. As
reported in the November 2015 Five-Year Institutional Scope of Work Outline, U. T. Austin has
adopted three institutional priorities to advance the University's mission as the State's leading
flagship university: (1) accelerate and enhance research productivity; (2) educate leaders
through next-generation learning strategies; and (3) transform health care. These three priority
goals are based on increasing the effectiveness and efficiency of each activity and university
operation, including strategic allocation of resources.

BACKGROUND INFORMATION

Pursuant to Regents' Rules and Regulations, Rule 20201, Section 5.1, President Fenves will
present his vision and plans for U. T. Austin to the Board of Regents.

U. T. Austin's priorities and strategies were reported in the Five-Year Institutional Scope of Work
Outline in November 2015. During this report President Fenves will discuss the progress made
on each priority as well as plans for the 2016-17 Academic Year and beyond.

U. T. Austin's priorities and strategies include:

1. Accelerate and Enhance Research Productivity
« Investing in the recruitment, development, and retention of faculty
o Establishing support systems for interdisciplinary research
« Reviewing and reallocating resources, including campus facilities, to advance core
academic mission

2. Educate Leaders through Next-Generation Learning Experiences
« Investing in academic program redesign and faculty-led education innovation
« Supporting student success through academic and career placement support structures
« Expanding access through Texas Extended Campus and strategic partnerships

3. Transform Health Care
e Launching the Dell Medical School and welcoming the first class in Fall 2016
« Catalyzing new interdisciplinary teaching and research opportunities
« Improving all aspects of health education, access, and delivery across the University and
Central Texas
e Incubating and launching strategic research-clinical care initiatives

Starting in Academic Year 2016-2017, U. T. Austin will develop and implement a new strategic

plan that is mission and responsibility-centric, measurable, transparent, and representative of
U. T. Austin's unique public mission.
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10. U.T. System Board of Regents: Presentation of Certificate of Appreciation to
Student Regent Justin A. Drake and Comments by Regent Drake
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1. U. T. System Board of Regents: Discussion and appropriate action reqgarding
Consent Agenda items, if any, assigned for Committee consideration

RECOMMENDATION

No Consent Agenda items are assigned for review by this Committee. The Consent Agenda
begins on Page 251.
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2. U. T. System: Approval of services to be performed by Deloitte & Touche LLP for
Cancer Prevention and Research Institute of Texas (CPRIT) grant audits and
approval of a consulting project (Project Integrating Physicians and Community
with Dell Medical School) by Deloitte Consulting LLP for U. T. Austin

RECOMMENDATION

It is recommended that approval be given by the Audit, Compliance, and Management Review
Committee (ACMRC) for Deloitte subsidiaries, one of which is U. T. System's external audit firm,
to perform the following non-audit services:

a. Cancer Prevention and Research Institute of Texas (CPRIT) grant audits (to be
performed by Deloitte & Touche LLP).

b. Consulting (Project Integrating Physicians and Community with Dell Medical
School) for U. T. Austin (to be performed by Deloitte Consulting LLP).

BACKGROUND INFORMATION

Deloitte & Touche LLP and Deloitte Consulting LLP are subsidiaries of Deloitte LLP. Deloitte &
Touche LLP is the current external audit firm engaged by the U. T. System Board of Regents to
provide audit services. Audit services are those provided for the purpose of expressing an
opinion on the financial statements of U. T. System or any of the U. T. System institutions. The
current audit services contract expires May 28, 2016.

Regents' Rule 20402, Section 2.1 requires review and approval by the ACMRC of the
performance of certain non-audit services by the external audit firm. Section 2.2 of the Rule
allows the ACMRC Chairman to delegate authority to grant approval to any ACMRC member,
with the requirement that the decision made be presented to the full ACMRC at the next
Committee meeting. The review and approval process assures no conflict of interest between
the audit services and the proposed non-audit services.

ACMRC Chairman Hildebrand approved both non-audit service projects prior to the meeting.
The Texas State Auditor has approved the use of an external auditor, as required under Texas
Government Code Section 321.020, for the CPRIT grant audit work.

Deloitte previously performed audits in 2014 and 2015 at the U. T. System institutions that
received CPRIT grant audits. The source of funding for the audit of CPRIT grant awards will
be from CPRIT grant money, an allowable direct expense. The grant audits are within the
Rule 20402 definition of non-audit services.

The Consent Agenda for this meeting includes an item seeking Board approval for a proposed
consulting services contract in excess of $1.0 million between U. T. Austin and Deloitte
Consulting LLP (Consent Agenda Item 6). The contract, which will support other anticipated
consulting projects for the Dell Medical School, was awarded following a Request for Proposal
process and has a maximum total cost of $1.5 million. The non-audit services consulting project
described in the Recommendation above is for the first phase of work under the proposed
contract and has an estimated cost of $316,000. Any additional phases of work under the
contract will also be processed for review and approval as required.
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3. U. T. System: Report on the Systemwide internal audit activities and audit
administrative items, including Priority Findings, Annual Audit Plan status, and
Chief Audit Executive Annual Statements; and consideration and approval of
Institutional Audit Committee chair changes

RECOMMENDATION

Chief Audit Executive Peppers will report on
a. the status of Systemwide Priority Findings (see the PowerPoint on Pages 33 - 35);
b. the Fiscal Year 2015 Annual Audit Plan status as of February 29, 2016; and
C. the Chief Audit Executive Annual Statements.
Chief Audit Executive Peppers, on behalf of the Presidents at U. T. San Antonio, U. T. Medical
Branch - Galveston, and U. T. Health Science Center - Houston, recommends for consideration
and approval by the ACMRC the appointment of the following individuals to serve as Chairs of

the Institutional Audit Committees:

. Mr. Franklin W. Burk, retired senior partner of Carneiro, Chumney, and Co. at
U. T. San Antonio

. Mr. Thomas H. Grace, partner of Vorys, Sater, Seymore, and Pease, LLP at U. T.
Medical Branch - Galveston; and

. Mr. Robert E. George, retired partner of PricewaterhouseCoopers, LLC at U. T.
Health Science Center - Houston.

The nominations have been reviewed by the ACMRC Chairman, the Chancellor, and the U. T.
System Chief Audit Executive.

BACKGROUND INFORMATION

A Priority Finding is defined as “an issue identified by an audit that, if not addressed timely,
could directly impact achievement of a strategic or important operational objective of a U. T.
System institution or the U. T. System as a whole." A Priority Findings Matrix is used by the
chief audit executives to aid in the determination of a Priority Finding. The matrix provides three
categories of standard factors to consider, each alone with the potential to result in a Priority
Finding. They are: Qualitative Risk Factors (evaluates the probability and consequences across
seven high risks), Operational Control Risk Factors (evaluates operational vulnerability to risks
by considering the existence of management oversight and effective alignment of operations),
and Quantitative Risk Factors (evaluates the level of financial exposure or lost revenue).

The Chief Audit Executive Annual Statement process is a way to routinely and consistently
obtain assurance that the chief audit executives are receiving adequate support to conduct the
necessary audit services and that there are institutional internal audit departmental processes
for certifying compliance with the Institute of Internal Auditors' International Professional
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Practices Framework and internal auditor independence and objectivity. Each of the chief audit
executives responded positively to the statement, noting no exceptions or requests to attend an
ACMRC executive session meeting.

At the May 14, 2014 meeting, the ACMRC reviewed and approved nominations from all the
institutional presidents for external member chairs of their institutional audit committees. Any
subsequent changes in the external member chairs will be presented to the ACMRC annually
for review and approval.
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Changes Since Last Report

Reported Reported

Feb 2016 Implemented New May 2016
IT related Priority Findings 14 (0) 0 14
Non-IT related Priority Findings i (2) 0 5
Total Priority Findings 2 (2) 0 19

Past due Priority Findings 0 0
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4, U. T. System: Report on the Proportionality of Higher Education Benefits Audits

REPORT

Chief Audit Executive Peppers will report on the status of the Proportionality of Higher Education
Benefits Audits that were conducted across U. T. System.

BACKGROUND INFORMATION

The 84th Legislature's General Appropriations Act, Rider 8, Page 111-39, requires each higher
education institution, excluding public community/junior colleges, to conduct an internal audit
of benefits proportional by fund for appropriation years (AY) 2012 through 2014 using a
methodology approved by the State Auditor's Office (SAO).

During Fiscal Year 2016, Proportionality of Higher Education Benefits audits were performed by
U. T. System Administration's and each institution's respective internal audit department. The
procedures conducted were consistent with the audit methodology prescribed by the SAO.

The objective of these audits was to ensure that proportional benefits by fund were accurately
calculated and applied according to the established statutory guidelines. The scope of the audits
included benefits funding proportionality reporting for AY 2012 and AY 2014 as AY 2013 was
audited during Fiscal Year 2015 at the request of the Governor. The internal audits done at U. T.
Austin and U. T. M. D. Anderson Cancer Center only included AY 2012, and the SAO conducted
the audits for AY 2014.
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5. U. T. System: Report on the State Auditor’s Office Statewide Single Audit for
FY 2015

REPORT
Chief Audit Executive Peppers will report on the State Auditor's Office State of Texas Federal

and Financial Portions of the Statewide Single Audit for Fiscal Year 2015. A summary of the
audit reports is set forth on the following pages.

BACKGROUND INFORMATION

The Texas State Auditor's Office performs the Statewide Single Audit annually in accordance
with OMB Circular A-133. The Statewide Single Audit includes a federal portion, which is an
audit of compliance and controls over the State's federal awards, and a financial portion, which
includes an audit of the basic financial statements for the State of Texas. Reports are submitted
to the federal government to fulfill Single Audit reporting requirements.

Agenda Book - 37



May 11-12, 2016 Meeting of the U. T. System Board of Regents - Audit, Compliance, and Management Review Committee

The University of Texas System
State Auditor’s Office FY 2015 Statewide Single Audit
Summary of Results

State of Texas Compliance with Federal Requirements for Federal Programs

As a condition of receiving federal funding, the U.S. Office of Management and Budget Circular
A-133 requires non-federal entities that expend at least $500,000 in federal awards in a fiscal year
to obtain annual Single Audits. To supplement the audit procedures performed by KPMG for the
annual Single Audit of federal expenditures for the State of Texas for Fiscal Year (FY) 2015, the
State Auditor’s Office (SAO) audited student financial aid at U. T. Arlington, U. T. Austin, U. T.
El Paso, U. T. San Antonio, U. T. Health Science Center - San Antonio, and U. T. Medical Branch
- Galveston and audited research and development programs at U. T. Austin, U. T. Dallas, U. T.
Southwestern Medical Center, and U. T. Health Science Center at Houston. The SAO performs this
audit every year, and institutions are chosen on a rotational basis with the size of their programs
factored into the selection process. Procedures included assessing compliance with regulatory
requirements and internal controls over federal funds. The SAO classifies findings identified in
their samples as a significant deficiency/non-compliance or material weakness/material non-
compliance, the latter of which indicates a more serious reportable issue.

Compliance with Federal Requirements for the Student Financial Assistance Cluster of Federal
Programs for the Fiscal Year Ended August 31, 2015 L (F. ebruary 23, 2016)
The Student Financial Assistance (SFA) Cluster audits test compliance with federal requirements
in up to 12 areas, such as eligibility and reporting. Overall, the State of Texas complied in all
material respects with the federal requirements for the SFA Cluster of federal programs in FY
2015. The audit resulted in a total of 11 findings/recommendations at five U. T. System institutions
for a total questioned cost of $8,991 as outlined below:

e U.T. Arlington (questioned cost: $0)
U. T. Austin (questioned cost: $0)
U. T. El Paso (questioned cost: $0)
U. T. San Antonio (questioned cost: $0)
U. T. Medical Branch - Galveston (questioned cost: $8,991)

At the remaining institution audited, U. T. Health Science Center - San Antonio, auditors did not
identify any findings related to the SFA Cluster. All of the findings are categorized as significant
deficiencies and non-compliance (none as material weaknesses). Institutional management has
taken action to correct errors, as needed, and responded appropriately to the recommendations with
several institutions having taken steps towards implementation.

Additionally, corrective actions were taken for several findings from the SAO’s previous SFA
Cluster audits, and management provided updated corrective action plans for the remaining open
recommendations. Some recommendations were reissued as new findings in the FY 2015 audit
report.

Compliance with Federal Requirements for the Research and Development Cluster of Federal
Programs for the Fiscal Year Ended August 31, 201 5% (F. ebruary 23, 2016)

The Research and Development (R&D) Cluster audits test compliance with federal requirements in
up to 12 areas, such as allowable costs, procurement, reporting, and monitoring of non-state entities
to which the State passes federal funds. Overall, the State of Texas complied in all material

! http://www.sao.texas.gov/reports/main/16-016.pdf
2 http://www.sao.texas.gov/reports/main/16-017.pdf
Prepared by: System Audit Office

Date: April 2016
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The University of Texas System
State Auditor’s Office FY 2015 Statewide Single Audit
Summary of Results

respects with the federal requirements for the R&D Cluster of federal programs in FY 2015. The
audit resulted in a total of 17 findings/recommendations (questioned cost: $45,558.31) at four
U. T. System institutions as outlined below:

U. T. Austin (questioned cost: $0)

U. T. Dallas (questioned cost: $45,230)

U. T. Southwestern Medical Center (questioned cost: $0)

U. T. Health Science Center - Houston (questioned cost: $328)

All the findings are categorized as significant deficiency and non-compliance (none as material
weaknesses). Institutional management has taken action to correct errors, as needed, and responded
appropriately to the recommendations with several institutions having taken steps towards
implementation.

Additionally, corrective actions were taken for several findings from the SAO’s previous R&D
Cluster audits, and management provided updated corrective action plans for the remaining open
recommendations. Some recommendations were reissued as new findings in the FY 2015 audit
report.

State of Texas Financial Portion of the Statewide Single Audit

Report for the Year Ended August 31, 2015° (March 14, 2016)

The SAO did not conduct audit procedures on the U. T. System institutions’ financial statements
as part of the audit of the State of Texas Comprehensive Annual Financial Report for the Fiscal
Year Ended August 31, 2015, as they relied on the external audit of the U. T. System FY 2015
financial statements, which was performed by Deloitte. However, as part of the State of Texas
financial portion of the statewide Single Audit report, the SAO made recommendations related to
strengthening processes to ensure the completeness, accuracy, and review of the FY 2015
Schedules of Expenditures of Federal Awards (SEFAs) to U. T. Arlington, U. T. Austin,

U. T. Dallas, U. T. El Paso, U. T. Pan American, U. T. San Antonio, U. T. Health Science Center -
Houston, U. T. Health Science Center - San Antonio, and U. T. M. D. Anderson Cancer Center.

Additionally, while corrective actions were taken for several findings from the SAQO’s previous
financial portion of the Statewide Single Audit, several recommendations were reissued as new
findings in the FY 2015 audit report related to the SEFAs.

3 http://www.sao.state.tx.us/reports/main/16-555.pdf

Prepared by: System Audit Office
Date: April 2016
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6. U. T. System: Report on the Systemwide Data Analytics Initiative for internal audit

REPORT
Chief Audit Executive Peppers will report on the progress of the U. T. Systemwide Data

Analytics Initiative for internal audit. A PowerPoint presentation is set forth on the following
pages.

BACKGROUND INFORMATION

In Fiscal Year 2014, the System Audit Office established a Specialty Audit Services section to
support institutional internal audit offices in the specialized audit practice areas of investigations,
information technology audits, and data analytics. For the Data Analytics Initiative, a three-year
strategic plan was created to guide development of the program.
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U. T. Systemwide Data Analytics
Initiative for Internal Audit
Mr. J. Michael Peppers, U. T. System Chief Audit Executive

U. T. System Board of Regents’ Meeting
Audit, Compliance, and Management Review Committee
May 2016
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Data Analytics Benefits for Internal Audit

« Data Analytics is the process of leveraging technology to
obtain, combine, validate, and analyze data. Data Analytics
Increases the ability to:

— ldentify potential errors
— Quantify and highlight risks or opportunities for improvements
— Reach conclusions
— Support decision making
« Use of Data Analytics allows internal audit to perform

comprehensive testing, identify trends and anomalies, and
gain more accurate and useful risk insight
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Data Analytics Benefits for Internal Audit (cont.)

Traditional Audit Approach

Sample testing with
extrapolated/assumed results

Audit with Data Analytics

Comprehensive testing
with accurate/complete results

Time spent identifying sample
and collecting snapshot of data

Repetitive or continuous
automated testing of high risk areas

Theoretical or historical identification
of risk areas for audit

Risk areas quantified with current data
for timely audit resource deployment

Suggestions for operational
improvements

1111

ety

MWy
%

THE UNIVERSITY of TEXAS SYSTEM

S\ )/H

iy Ml A
g g

WWW.UTSYSTEM.EDU

Shareable methodology for automated
operational monitoring of key controls
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Data Analytics Benefits for Internal Audit (cont.)

* (Cost effective method to collect audit evidence

* Quantitative, data-driven approach to reach historical or
predictive conclusions and identify risk

 Repeatable, sustainable, and shareable audit approach

« Eliminates random or judgmental sampling, offering improved
fraud detection and better proof to support audit conclusions

« Enables trend, regression, and predictive analyses not
possible with traditional sampling approach

« Enhances visualization of results
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Data Analytics Program Objective

Design and execute technology-based data mining, analysis,
and continuous auditing activities in support of audit
engagements throughout the U. T. System using a variety of
software tools across different applications, databases, and
platforms

— Analytics specialist hired, current-state assessment performed, and
strategic plan developed in Spring 2014
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Data Analytics Program Goals

« Lead the development of a Systemwide data analytics
program, including the design and implementation of tools
and techniques

 Advise and consult with institutional internal audit teams
« Develop training programs

* Provide on-demand data analytics specialist to institutional
internal audit teams

« Encourage/enable collaboration and sharing among
Institutions

- Establish cooperative relationships with external organizations
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Progress Toward Goals

Analytics maturity model
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WWW.UTSYSTEM.EDU
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Progress Toward Goals (cont.)

e Sharp increase in on-demand
requests from internal audit teams
* Training curriculum
— Two-day beginner training in
progress
— Lunch and Learn webcasts
— Tool-specific webcasts
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Progress Toward Goals (cont.)

« Multi-institution analytics tools deployed for use by internal audit

— Completed: Procurement card, department financial profile, travel and
entertainment expenses, National Collegiate Athletic Association revenue
and expense mapping

— Under development: student financial aid, oil and gas revenue
— Next: revenue capture, accounts payable, segregation of duties
— Ongoing: visualization and dashboarding for existing tools

« Central hosting of analytics software, and ongoing evaluation
of additional tools

« Higher Education Analytics Forum participation
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Data Analytics Program Challenges

« Limited resources with rapidly increasing requests for campus-
level assistance

« Use of different systems among institutions

« Complex data and the need for customized extraction tools

« Direct data access across U. T. System networks and systems
« Ongoing training needs for internal audit teams

« Management buy-in for operational use of audit-driven analytics

g THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU
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Visual Audit Results (cont.)

Number of Procurament Card Purchases
(Highest volume countries excluded: USA, Canada, and Great Britain)

Number of Procureament Card Purchases
[Highest volume countries: USA, Canada, and Great Britain}
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Number of Vendars by Country
(USA Excluded)

Visual Audit Results (cont.)
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Visual Audit Results (cont.

B Auxiliary
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THE UNIVERSITY of T

WWW.UTSYSTEM.EDU

Information Technology Compared Across Instibutions

[vired by Risk Score for iigh and Critical ik

Average Risk Score for Risks Identified in Information Technology
Compared Across Institutions and Peer Groups
(Cabeulations b OMLY on High and Critical Rivks)
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7. U. T. System: Report on U. T. System Information Security Strategic Plan

REPORT

Chief Information Security Officer Mattison will reaffirm the vision and mission of the Office of
Information Security and discuss the U. T. System Information Security five-year strategic plan,
including its four objectives and 10 major initiatives. A PowerPoint presentation is set forth on
the following pages.
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U. T. System Information Security
5-Year Strategic Plan

Mr. Edward Mattison, U. T. System Chief Information Security Officer

U. T. System Board of Regents’ Meeting
Audit, Compliance, and Management Review Committee
May 2016
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Agenda

Information Security Strategic Plan Overview

U. T. System Information Security Vision revisited
Systemwide Information Security Office Mission
Systemwide Information Security Objectives

National Institute of Standards and Technology (NIST)
Cybersecurity Framework

U. T. System Information Security Maturity Model
U. T. System Information Security Initiatives

Functions

IDENTIFY

PROTECT

RESPOND

RECOVER
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Chief Information Security Officer (CISO) Vision

The U. T. System Office of Information Security exists to
accomplish the following three tasks. All CISO actions should
support one of these tasks:

« Enable the business of U. T. System

* Protect the business of U. T. System

* Promote a positive information security culture
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Systemwide Information Security Office Mission

« Implement a Systemwide information security program

* To provide guidance and support to the eight academic and
six health institutions

« To maintain a high level of availability, integrity, and
confidentiality in critical information systems
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U. T. Systemwide Information Security Objectives

1. To improve Information Security (IS) situational awareness
across U. T. System

2. To improve protection technologies and response procedures
across U. T. System

3. To provide collaboration systems, consulting services, and
security-as-a-service offerings in a cost-effective manner

4. To improve information security through the education and
training of the IT and IS workforce
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NIST Cybersecurity Framework
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3 IDENTIFY PROTECT
Q
@ Asset management Access control
o i . ini
= Business environment Awareness and training
1 .
8 R TCE Data security
: Information protection
Risk assessment and procedures
Risk management Maintenance
strategy

Protective technology

THE UNIVERSITY

WWW.UTSYSTEM.EDU

OPPORTUNITY FOR FUTURE IMPROVEMENT

DETECT
Anomalies and
events

Security continuous
monitoring

Detection process

RESPOND

Response planning
Communications
Analysis

Mitigation

Improvements

RECOVER

Recover planning
Improvements

Communications
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U. T. System Information Security Implementation

Model

Measure
Effectiveness

Implement

Controls

Risk
Assessment

Resource
Initiatives

Identify

Controls

Continuous process required
Many overly focus on protection
All stages equally important
Likelihood of incidents is 100%
Key is to “fail gracefully”
Increase focus on response
Exercises / practice is required
Collaboration is critical
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U. T. System Information Security Maturity Model
Approach

Critical Security Controls f§ SANS Institute Top 20 DIR Strategic Plan NIST Cybersecurity

*Quick Wins first *Builds upon success eTexas TAC202 eNational Security Plan
*Basic building blocks *Represents due diligence *NIST 800-53 Rev4 mandate eComprehensive Framework
eImplement five controls eImplement 20 controls eImplement 40 controls eImplement 100+ controls
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Information Security Initiatives (next 12 to 36 months)

 |nitiative 1: Two-Factor Authentication (Completed)

 Initiative 2: Splunk-as-a-Service (Ongoing)

 Initiative 3: University of Texas Cybersecurity Dashboard
(Upcoming)

 |nitiative 4: External / Internal Vulnerability-Scanning Service
(Ongoing)

 Initiative 5: Third-Party Vendor Risk Management (Ongoing)
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Information Security Initiatives (continued)

 Initiative 6: Risk Assessment and Risk Management Solution
(Ongoing)

 |nitiative 7: IT and Security Learning Management Portal
(Completed)

 Initiative 8: Mobile Device Management Approach (Upcoming)

 Initiative 9: Unstructured Data Classification Project (Ongoing)

 Initiative 10: Enterprise Incident Management (Upcoming)
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FOR

TABLE OF CONTENTS

FINANCE AND PLANNING COMMITTEE

Committee Meeting: 5/11/2016

Board Meeting: 5/12/2016

Austin, Texas

R. Steven Hicks, Chairman
David J. Beck

Wallace L. Hall, Jr.

Jeffery D. Hildebrand

Sara Martinez Tucker

Convene

1.

U. T. System Board of Regents: Discussion and appropriate

action regarding Consent Agenda items, if any, assigned for
Committee consideration

U. T. System: Key Financial Indicators Report and Monthly
Financial Report

U. T. System Board of Regents: Report on activities of the
University Lands Advisory Board

U. T. System Board of Regents: Adoption of a Supplemental

Resolution authorizing the issuance, sale, and delivery of
Revenue Financing System Bonds and authorization to

complete all related transactions

U. T. System Board of Regents: The University of Texas
Investment Management Company (UTIMCO) Performance
Summary Report and Investment Reports for the quarter
ended February 29, 2016

U. T. System Board of Regents: Approval of annual

distributions from the Permanent University Fund, the

Permanent Health Fund, the Long Term Fund, and the
Intermediate Term Fund

Adjourn
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1. U. T. System Board of Regents: Discussion and appropriate action reqgarding
Consent Agenda items, if any, assigned for Committee consideration

RECOMMENDATION

The proposed Consent Agenda is located at the back of the book. Consent Agenda items
assigned to this Committee are on Pages 264 - 269.
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2. U. T. System: Key Financial Indicators Report and Monthly Financial Report

REPORT

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, will discuss the Key
Financial Indicators Report, as set forth on Pages 69 - 76 and the March Monthly Financial
Report on Pages 77 - 101. The reports represent the consolidated and individual operating
detail of the U. T. System institutions.

The Key Financial Indicators Report compares the Systemwide quarterly results of operations,
key revenues and expenses, reserves, and key financial ratios in a graphical presentation from
Fiscal Year 2012 through February 2016. Ratios requiring balance sheet data are provided for
Fiscal Year 2011 through Fiscal Year 2015.
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THE UNIVERSITY OF TEXAS SYSTEM

KEY FINANCIAL
INDICATORS REPORT

FEBRUARY 2016

U. T. System Office of the Controller May 2016
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KEY

Actual Annual Amounts
(SOURCE: Annual Financial Reports)

Projected Amounts based on the average change of the previous three years of data
Monthly Financial Report Year-to-Date Amounts

Annual and Quarterly Average of FTEs
(SOURCE: State Auditor's Office Quarterly FTE Report)

Year-to-Date Margin
(SOURCE: Monthly Financial Report)

-Projected Amounts based on Monthly Financial Report

—= Year-to-Date Margin
(SOURCE: Monthly Financial Report)

Target Normalized Rates

=% Aaa Median
(SOURCE: Moody's)

——8 A2 Median
(SOURCE: Moody's)

U. T. System Office of the Controller
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KEY INDICATORS OF REVENUES
ACTUAL 2012 THROUGH 2015

PROJECTED 2016
YEAR-TO-DATE 2015 AND 2016 FROM FEBRUARY MONTHLY FINANCIAL REPORT

In Millions Total Revenues
18,000 16.102.1 16,878.6
15,060.1

17,1749

16,000
14,000 1
12,000 1
10,000 1
8,000 1
6,000 1
4,000 +
2,000 |

Tuition and Fees

In Millions
1,800 1 1,632.3
1,500 1,398.2 1,401.8
1,200
900

600

300

o Sponsored Programs
In Millions 3,459.6

3,242.1 !
3500 7 3,097.3 3,2520

3,000

2,500

2,000

1,500

1,000

500

Investment Income
(Excludes Realized and Unrealized Gains and Losses)

1,800 1,662.2

In Millions

1,600

1,348.8
1,400

1,263.8
1,200
1,000
800 459.4 7225
600
400

200

U. T. System Office of the Controller

State Appropriations and

In Millions
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KEY INDICATORS OF EXPENSES
ACTUAL 2012 THROUGH 2015

PROJECTED 2016
YEAR-TO-DATE 2015 AND 2016 FROM FEBRUARY MONTHLY FINANCIAL REPORT

Total Expenses

Salaries and Wages
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16,000 | 14,661.9 15,201.8 7000 | 6,709.3
13,690.3 ’
14,000 6.000 |
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KEY INDICATORS OF RESERVES
ACTUAL 2011 THROUGH 2015

PROJECTED 2016
YEAR-TO-DATE 2015 AND 2016 FROM FEBRUARY MONTHLY FINANCIAL REPORT

Systemwide Operating Margin

In Millions (Excludes Realized and Unrealized Gains and Losses)
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KEY INDICATORS OF CAPITAL NEEDS AND CAPACITY

2011 THROUGH 2015

Expendable Financial Resources to Debt Ratio

25 24

Actual Debt Service Coverage Ratio

Normalized Expendable Financial Resources to
Debt Ratio

Actual Debt Service to Operations Ratio

1,400
1,200 1,003.7
1,000
800
600

400

200

*For FY 2011 through 2014 the source of backlog data is the Facilities' Renewal Model (FRRM) and
those systems that have exceeded their Life Cycle Age. Beginning in FY 2015, the deferred
maintenance data is taken from the new annual BOR Campus Condition Report and the facilities"
executives assessment of those systems that have failed or will fail within the current budget cycle
(within one year).

Note: Line between FY 2014 and 2015 indicates a change in the source data.

U. T. System Office of the Controller
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Note: Line between FY 2014 and 2015 indicates a change in the source data.
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KEY INDICATORS OF FINANCIAL HEALTH
2011 THROUGH 2015

Composite Financial Index (CFl)

-4 -3 -2 -1 0 1 2 3 4 5 6 7 8 9 10

Consider whether financial
exigency is appropriate

With likely large liquidity and debt
compliance issues, consider structured
programs to conserve cash

Assess debt and Department
of Education compliance and
remediation issues

Consider substantive
programmatic adjustments

Re-engineer
the institution
N

Direct institutional resources
to allow transformation

Focus resources to
compete in future state

Allow experimentation
with new initiatives

Deploy resources to
achieve a robust mission

Source: Strategic Financial Analysis for Higher Education, Seventh Edition
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KEY INDICATORS OF RESERVES
YEAR-TO-DATE 2015 AND 2016 FROM FEBRUARY MONTHLY FINANCIAL REPORT

PROJECTED 2016 YEAR-END MARGIN
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THE UNIVERSITY OF TEXAS SYSTEM
MONTHLY FINANCIAL REPORT
(Unaudited)

FOR THE SEVEN MONTHS ENDING
March 31, 2016
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The University of Texas System
Monthly Financial Report

Foreword

The Monthly Financial Report (MFR) compares the results of operations between the current year-to-
date cumulative amounts and the prior year-to-date cumulative amounts. Explanations are provided for
institutions having the largest variances in Adjusted Income (Loss) year-to-date as compared to the
prior year, both in terms of dollars and percentages. In addition, although no significant variance may
exist, institutions with losses may be discussed.

The data is reported in three sections: (1) Operating Revenues, (2) Operating Expenses, and (3) Other
Nonoperating Adjustments. Presentation of state appropriation revenues are required under GASB 35
to be reflected as nonoperating revenues, so all institutions will report an Operating Loss prior to this
adjustment. The MFR provides an Adjusted Income (Loss), which takes into account the nonoperating
adjustments associated with core operating activities. An Adjusted Margin (as a percentage of operating
and nonoperating revenue adjustments) is calculated for each period and is intended to reflect relative
operating contributions to financial health.

U. T. System Office of the Controller May 2016
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UNAUDITED

The University of Texas System Consolidated

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending March 31, 2016
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March March
Year-to-Date Year-to-Date Fluctuation
FY 2016 FY 2015 Variance Percentage

Operating Revenues
Net Student Tuition and Fees 957,955,280.56 885,589,210.17 72,366,070.39 8.2%
Sponsored Programs 1,795,627,618.51 1,629,691,108.13 165,936,510.38 10.2%
Net Sales and Services of Educational Activities 363,160,571.04 346,986,394.20 16,174,176.84 4.7%
Net Sales and Services of Hospitals 3,125,647,854.25 2,975,889,583.88 149,758,270.37 5.0%
Net Professional Fees 957,804,352.55 870,472,329.07 87,332,023.48 10.0%
Net Auxiliary Enterprises 360,809,591.61 343,368,667.75 17,440,923.86 5.1%
Other Operating Revenues 259,944,938.51 227,719,681.98 32,225,256.53 14.2%
Total Operating Revenues 7,820,950,207.03  7,279,716,975.18 541,233,231.85 7.4%
Operating Expenses
Salaries and Wages 4,657,822,206.98 4,241,916,177.72 415,906,029.26 9.8%
Payroll Related Costs 1,264,680,089.15 1,110,163,127.76 154,516,961.39 13.9%
Cost of Goods Sold 85,926,963.88 74,126,778.08 11,800,185.80 15.9%
Professional Fees and Services 314,794,004.82 236,402,242.08 78,391,762.74 33.2%
Other Contracted Services 467,376,756.16 444,085,538.42 23,291,217.74 5.2%
Travel 80,371,587.71 74,137,401.65 6,234,186.06 8.4%
Materials and Supplies 1,030,188,693.86 949,092,741.85 81,095,952.01 8.5%
Utilities 159,423,667.93 161,763,533.73 (2,339,865.80) -1.4%
Communications 67,218,682.53 67,561,983.41 (343,300.88) -0.5%
Repairs and Maintenance 187,069,292.48 172,768,801.32 14,300,491.16 8.3%
Rentals and Leases 99,137,237.34 93,350,948.95 5,786,288.39 6.2%
Printing and Reproduction 21,832,603.11 20,144,381.61 1,688,221.50 8.4%
Bad Debt Expense 561,534.61 612,121.38 (50,586.77) -8.3%
Claims and Losses 5,451,402.66 30,826,325.55 (25,374,922.89) -82.3%
Increase in Net OPEB Obligation 388,991,548.75 326,590,952.92 62,400,595.83 19.1%
Pension Expense 124,188,614.35 - 124,188,614.35 100.0%
Scholarships and Fellowships 264,421,854.02 225,568,984.93 38,852,869.09 17.2%
Depreciation and Amortization 740,516,200.34 667,839,654.31 72,676,546.03 10.9%
Federal Sponsored Program Pass-Through to Other State Agencies 15,617,314.73 11,123,431.04 4,493,883.69 40.4%
State Sponsored Program Pass-Through to Other State Agencies 10,973,801.85 1,672,831.21 9,300,970.64 556.0%
Other Operating Expenses 262,687,623.84 248,188,488.04 14,499,135.80 5.8%
Total Operating Expenses 10,249,251,681.10  9,157,936,445.96  1,091,315,235.14 11.9%
Operating Loss (2,428,301,474.07) (1,878,219,470.78) (550,082,003.29) -29.3%
Other Nonoperating Adjustments
State Appropriations 1,318,904,661.42 1,182,117,613.75 136,787,047.67 11.6%
Nonexchange Sponsored Programs 208,773,612.15 156,686,665.94 52,086,946.21 33.2%
Gift Contributions for Operations 300,918,649.54 296,741,147.84 4,177,501.70 1.4%
Net Investment Income 525,845,686.13 596,387,710.48 (70,542,024.35) -11.8%
Interest Expense on Capital Asset Financings (159,452,753.75)  (158,786,222.42) (666,531.33) -0.4%
Net Other Nonoperating Adjustments 2,194,989,855.49 2,073,146,915.59 121,842,939.90 5.9%
Adjusted Income (Loss) including Depreciation & Amortization (233,311,618.58) 194,927,444.81 (428,239,063.39) -219.7%
Adjusted Margin % including Depreciation & Amortization -2.3% 2.0%
Investment Gain (Losses) (1,222,227,534.72) 149,309,079.32 (1,371,536,614.04) -918.6%
Adj. Inc. (Loss) with Investment Gains (Losses) (1,455,539,153.30) 344,236,524.13 (1,799,775,677.43) -522.8%
Adj. Margin % with Investment Gains (Losses) -16.3% 3.6%
Adjusted Income (Loss) excluding Depreciation & Amortization 507,204,581.76 862,767,099.12 (355,562,517.36) -41.2%
Adjusted Margin % excluding Depreciation & Amortization 5.0% 9.1%
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limination of AUF Transfer

Total Adjusted Income (Loss)

Investment Gains (Losses)

Total Adjusted Income (Loss) with
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Depreciation and Amortization
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Dallas

El Paso

Permian Basin

Rio Grande Valley

San Antonio

Tyler

Southwestern Medical Center
Medical Branch - Galveston
Health Science Center - Houston
Health Science Center - San Antonio
M. D. Anderson Cancer Center
Health Science Center - Tyler
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limination of AUF Transfer

Total Adjusted Income (Loss)

Total Adjusted Income (Loss) Excluding
Depreciation and Amortization

u.

March March
Year-to-Date Year-to-Date Fluctuation
FY 2016 FY 2015 Variance Percentage
$ (485,556,831.45) $ (164,704,834.41) (320,851,997.04) (1) -194.8%
23,555,053.75 8,386,913.39 15,168,140.36  (2) 180.9%
124,610,715.07 114,261,375.75 10,349,339.32 9.1%
(640,964.65) (5,528,427.55) 4,887,462.90 88.4%
4,406,214.94 4,959,089.27 (552,874.33) -11.1%
(11,138,662.30) (8,064,301.47) (3,074,360.83) (3) -38.1%
(3,263,086.51) (4) (3,938,847.29) 675,760.78 17.2%
7,670,604.43 - 7,670,604.43 100.0%
3,099,158.19 9,312,859.13 (6,213,700.94) (5) -66.7%
(6,518,211.60) (4,065,666.33) (2,452,545.27) (6) -60.3%
119,451,557.31 60,171,756.24 59,279,801.07 (7) 98.5%
(13,311,551.83) 20,235,084.77 (33,546,636.60) (8) -165.8%
53,916,808.49 17,901,402.92 36,015,405.57 (9) 201.2%
13,669,697.80 19,802,292.00 (6,132,594.20) (10) -31.0%
122,906,414.92 283,417,600.71 (160,511,185.79) (11) -56.6%
(8,393,419.56) (1,619,257.76) (6,774,161.80) (12) -418.3%
(177,775,115.58) (155,599,594.56) (22,175,521.02) -14.3%
(233,311,618.58) 194,927,444.81 (428,239,063.39) -219.7%
(1,222,227,534.72) 149,309,079.32 (1,371,536,614.04) -918.6%
$  (1,455,539,153.30) $ 344,236,524.13 (1,799,775,677.43) -522.8%
Excluding Depreciation and Amortization Expense
March March
Year-to-Date Year-to-Date Fluctuation
FY 2016 FY 2015 Variance Percentage
$ (475,114,297.69) $ (154,274,423.26) (320,839,874.43) -208.0%
50,258,275.78 34,626,970.58 15,631,305.20 45.1%
268,985,715.07 254,261,375.75 14,724,339.32 5.8%
(285,810.06) (570,978.05) 285,167.99 49.9%
41,495,714.94 38,560,900.49 2,934,814.45 7.6%
7,110,582.37 9,446,312.54 (2,335,730.17) -24.7%
4,883,163.49 3,662,334.14 1,220,829.35 33.3%
29,747,306.94 - 29,747,306.94 100.0%
31,014,836.58 37,781,865.42 (6,767,028.84) -17.9%
1,586,684.13 2,961,581.09 (1,374,896.96) -46.4%
210,864,671.73 148,633,280.81 62,231,390.92 41.9%
55,453,183.58 78,445,127.29 (22,991,943.71) -29.3%
89,916,303.38 52,753,646.64 37,162,656.74 70.4%
44,586,364.47 50,427,292.00 (5,840,927.53) -11.6%
326,532,063.47 456,797,191.40 (130,265,127.93) -28.5%
(2,055,060.84) 4,854,216.84 (6,909,277.68) -142.3%
(177,775,115.58) (155,599,594.56) (22,175,521.02) -14.3%
507,204,581.76 862,767,099.12 (355,562,517.36) -41.2%
$ 507,204,581.76 $ 862,767,099.12 (355,562,517.36) -41.2%
May 2016
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Comparison of Adjusted Income (Loss)

For the Seven Months Ending March 31, 2016

Including Depreciation and Amortization Expense

Agenda Book - 81



(1)

©)

May 11-12, 2016 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

THE UNIVERSITY OF TEXAS SYSTEM
EXPLANATION OF VARIANCES ON THE MONTHLY FINANCIAL REPORT
For the Seven Months Ending March 31, 2016

Explanations are provided for institutions having the largest variances in adjusted income (loss) year-to-date as
compared to the prior year, both in terms of dollars and percentages. Explanations are also provided for
institutions with a current year-to-date adjusted loss and/or a projected year-to-date loss.

U. T. System Administration - The $320.9 million (194.8%)
increase in adjusted loss over the same period last year
was primarily due to a decrease in oil and gas royalties,
which are a component of net investment income.
Additionally, GASB Statement No. 68, Accounting and
Financial Reporting for Pensions, became effective in
2015. U. T. System Administration recognized an accrual
of $124.2 million for the entire U. 7. System for the first
seven months of 2016; however, in 2015 the pension
expense was not recognized until July. Also contributing to
the increase in the adjusted loss was an increase of $62.4
million in the accrual for Other Postemployment Benefits
(OPEB) expense for the entire U. 7. System. Finally, in
2015, U. T. System Administration recognized $41.6
million of gifts for operations for U. 7. Rio Grande Valley
with no comparable gifts in 2016. As a result of these
factors, U. T. System Administration incurred a
year-to-date loss of $485.6 million. Excluding depreciation
and amortization expense, U. 7. System Administration’s
adjusted loss was $475.1 million or -218.7% of revenues.
U. T. System Administration anticipates ending the year
with a $905.2 million loss, -302.2% of projected revenues,
which includes $17.9 million of depreciation and
amortization expense, as well as a $666.8 million accrual
for OPEB and a $212.9 million accrual for pension
expense.

U. T. Arlington - The $15.2 million (180.9%) increase in
adjusted income over the same period last year was
primarily attributable to an increase in nonexchange
sponsored programs as a result of increased Texas
Research Incentive Program funds received in 2016 and
an increase in state appropriations. Excluding depreciation
and amortization expense, U. T. Arlington’s adjusted
income was $50.3 million or 14.7% of revenues.

U.T. ElPaso - The $3.1 million (38.1%) increase in
adjusted loss over the same period last year was largely
attributable to an increase in salaries and wages and
payroll related costs due to merit increases implemented
in 2016. As a result, U. 7. E/ Paso incurred a year-to-date
loss of $11.1 million. Other factors contributing to the loss
include the following: an increase in tuition exemption
scholarship expense, primarily related to the Hazelwood
and Hazelwood Legacy programs; and an increase in
depreciation expense over the last five years as a result of
the rapid growth of buildings and research infrastructure
on campus. Excluding depreciation and amortization
expense, U. T. £/ Paso’s adjusted income was $7.1 million
or 2.9% of revenues. U. 7. E/ Paso anticipates ending the
year with a $13.9 million loss, -3.2% of projected
revenues, which includes $32.0 million of depreciation and
amortization expense. U. 7. E/Paso is implementing
measures to reduce spending, including a hiring freeze on

U. T. System Office of the Controller
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positions that are not mission critical, utility savings efforts,
and other cost savings measures.

U. T. Permian Basin incurred a year-to-date loss of $3.3
million primarily due to the following: an increase in
salaries and wages and payroll related costs driven by
merit increases and additional faculty to accommodate the
increased enrollment; an increase in payroll related costs
attributable to increased premium sharing rates; and a
decrease in gift contributions for operations as a result of
large contributions for the football program received in
2015 with no comparable gifts received in 2016. Excluding
depreciation and amortization expense,
U. T. Permian Basin’s adjusted income was $4.9 million or
10.3% of revenues. U. 7. Permian Basin anticipates
ending the year with a $5.5 million loss, -7.4% of projected
revenues, which includes $13.0 million of depreciation and
amortization expense.

U. T. San Antonio - The $6.2 million (66.7%) decrease in
adjusted income over the same period last year was
primarily due to increases in salaries and wages and
payroll related costs as a result of merit increases.
Additionally, the monthly amount for Retiree Premium
Sharing was not recorded in the prior year, which also
contributed to the increase in payroll related costs.
Excluding depreciation and amortization expense,
U. T. San Antonio’s adjusted income was $31.0 million or
10.1% of revenues.

U. T. Tyler- The $2.5 million (60.3%) increase in adjusted
loss over the same period last year was largely due to an
increase in salaries and wages and payroll related costs
driven by merit and market increases. The number of full-
time equivalents also increased as a result of the new
College of Pharmacy and the implementation of
PeopleSoft. As a result of these factors, combined with an
increase in depreciation and amortization expense for the
new Pharmacy Building, U.T. Tyler incurred a
year-to-date loss of $6.5 million. Excluding depreciation
and amortization expense, U. 7. Tyler's adjusted income
was $1.6 milion or 2.2% of revenues. U.T. Tyler
anticipates ending the year with a $13.6 million
loss, -11.0% of projected revenues, which includes $14.6
million of depreciation and amortization expense. The
projected loss is the result of an increase in personnel and
renovation projects across the campus not meeting the
threshold for capitalization.

May 2016
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U. T. Southwestern Medical Center - The $59.3 million
(98.5%) increase in adjusted income over the same period
last year was primarily attributable to an increase in net
sales and services of hospitals as a result of increased
outpatient and inpatient revenue and an increase in net
professional fees attributable to an increase in volume in
managed care, Medicare and charity care. Other operating
revenues also increased primarily due to increases in
revenue from the Delivery System Reform Incentive
Payments (DSRIP) and the Network Access Improvement
Program. These increases in revenue were partially offset
by increases in salaries and wages and payroll related
costs as a result of additional employees, a 3% merit
increase and increased premium sharing rates. Excluding
depreciation and amortization expense, Southwestern’s
adjusted income was $210.9 million or 13.2% of revenues.

U. T. Medical Branch - Galveston - The $33.5 million
(165.8%) increase in adjusted loss as compared to
adjusted income over the same period last year was
primarily attributable to an increase in salaries and wages
and payroll related costs due to merit increases, and
additional staffing resulting from clinical recruitment and
preparation for the opening of Jennie Sealy and League
City Hospitals. Payroll related costs also increased as a
result of increased premium sharing rates. Other operating
revenues also decreased primarily due to decreased
revenue from DSRIP and Meaningful Use revenues. As a
result of these factors, UTMB incurred a year-to-date loss
of $13.3 million. Excluding depreciation and amortization,
UTMB’s adjusted income was $55.5 million or 5.0% of
revenues. UTMB anticipates ending the year with a $12.2
million loss which represents -0.6% of projected revenues
and includes $132.5 million of depreciation and
amortization expense.

U. T. Health Science Center - Houston - The $36.0 million
(201.2%) increase in adjusted income as compared to the
same period last year was primarily attributable to an
increase in sponsored program revenue related to growth
of the physician practice plan. Net professional fees also
increased due to an increase in gross charges as a result
of faculty recruitments and the planned expansion and
growth of the physician practice plan, as well as an
increase in uncompensated care revenue. These revenue
increases were partially offset by increased salaries and
wages and payroll related costs as a result of the ongoing
recruitment efforts related to the planned expansion and
growth of the physician practice plan. Excluding
depreciation and amortization expense, UTHSC-Houston's
adjusted income was $89.9 million or 9.9% of revenues.

(10)U. T. Health Science Center - San Antonio - The $6.1

million (31.0%) decrease in adjusted income over the
same period last year was primarily due to increases in
other contracted services, materials and supplies and
professional fees and services. Other contracted services
increased due to increases in service agreements
associated with the South Texas DSRIP programs and
sub-recipient payments related to federal sponsored
programs. Materials and supplies increased as a result of
increases in drug and medication supplies at the Cancer
Therapy and Research Center Pharmacy and UT
Medicine clinics due to increase in clinical volumes, as
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well as costs related to the new Center for Oral Health
Care & Research building, which was place into service in
July 2015 and increased clinical and research laboratory
supplies. Professional fees and services increased
primarily due to engagements with external consultants to
develop a clinical transformation strategy associated with
the physician practice plan. Excluding depreciation and
amortization expense, UTHSC-San Anfonio’s adjusted
income was $44.6 million or 9.3% of revenues.

(11)U._T. M. D. Anderson Cancer Center - The $160.5 million

(56.6%) decrease in adjusted income over the same
period last year was primarily attributable to an increase in
expenses combined with a decrease in patient revenues
as a result of the implementation of the new EPIC
Electronic Health Record system (EHR). Expenses
increased due to the following: salaries and wages and
payroll related costs increased due to an increase in full-
time employees, salary increases and increased premium
sharing rates; professional fees and services increased as
a result of increased consulting expenses primarily related
to the EPIC EHR project; and depreciation and
amortization increased as a result of the completion of
several large projects such as the Zayed Building, which
was placed into service in February 2015, and the EPIC
EHR system, which was placed into service in March
2016, as well as various other facility management and
software projects. Excluding depreciation and amortization
expense, M. D. Anderson’s adjusted income was $326.5
million or 12.5% of revenues. M. D. Anderson anticipated
a material impact to revenues and expenses as a result of
the EPIC EHR implementation. The post implementation
strategy will focus on clinical productivity and operational
efficiencies to return to normalized operations by year-
end.

(12)U. T. Health Science Center - Tyler - The $6.8 million

(418.3%) increase in adjusted loss over the same period
last year was primarily attributable to the following: a
decrease in other operating revenues driven by a
decrease of $1.9 million in Meaningful Use and Physician
Quality Reporting System healthcare incentive revenue;
and an increase in salaries and wages and payroll related
costs as a result of the hiring of 66 behavioral health
employees due to the dissolution of the main psychiatric
subcontractor, as well as the addition of new employees
for the new Population/Community Health Program and for
the opening of the clinic in Lindale. As a result of these
factors, UTHSC-Tyler incurred a year-to-date loss of $8.4
million. Excluding depreciation and amortization expense,
UTHSC-Tyler’s adjusted loss was $2.1 million or -1.9% of
revenues. UTHSC-Tyler anticipates ending the year with a
positive margin of $2.1 million as a result of adjustments to
the workforce size currently underway, a 3% institution-
wide expense reduction initiative implemented for the
second half of 2016, and anticipated growth in clinical
services with a corresponding increase in net patient
revenue. This represents 1.1% of projected revenues and
includes $10.9 million of depreciation and amortization
expense.
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GLOSSARY OF TERMS

OPERATING REVENUES:

NET STUDENT TUITION - All student tuition and fee revenues earned at the UT institution for educational purposes, net of
tuition discounting.

SPONSORED PROGRAMS - Funding received from local, state and federal governments or private agencies, organizations
or individuals, excluding Federal Pell Grant Program which is reported as nonoperating. Includes amounts received for
services performed on grants, contracts, and agreements from these entities for current operations. This also includes indirect
cost recoveries and pass-through federal and state grants.

NET SALES AND SERVICES OF EDUCATIONAL ACTIVITIES - Revenues that are related to the conduct of instruction,
research, and public service and revenues from activities that exist to provide an instructional and laboratory experience for
students that create goods and services that may be sold.

NET SALES AND SERVICES OF HOSPITALS - Revenues (net of discounts, allowances, and bad debt expense) generated
from UT health institution’s daily patient care, special or other services, as well as revenues from health clinics that are part of
a hospital.

NET PROFESSIONAL FEES - Revenues (net of discounts, allowances, and bad debt expense) derived from the fees
charged by the professional staffs at UT health institutions as part of the Medical Practice Plans. These revenues are also
identified as Practice Plan income. Examples of such fees include doctor’s fees for clinic visits, medical and dental
procedures, professional opinions, and anatomical procedures, such as analysis of specimens after a surgical procedure, etc.

NET AUXILIARY ENTERPRISES - Revenues derived from a service to students, faculty, or staff in which a fee is charged that
is directly related to, although not necessarily equal to the cost of the service (e.g., bookstores, dormitories, dining halls, snack
bars, inter-collegiate athletic programs, etc.).

OTHER OPERATING REVENUES - Other revenues generated from sales or services provided to meet current fiscal year
operating expenses, which are not included in the preceding categories (e.g., certified nonprofit healthcare company
revenues, donated drugs, interest on student loans, etc.) Other receipts for settlements, judgments and lawsuits are
considered nonoperating revenues.

OPERATING EXPENSES:

SALARIES AND WAGES - Expenses for all salaries and wages of individuals employed by the institution including full-time,
part-time, longevity, hourly, seasonal, etc. Includes salary augmentation and incentive compensation.

PAYROLL RELATED COSTS - Expenses for all employee benefits paid by the institution or paid by the state on behalf of the
institution. Includes supplemental retirement annuities.

COST OF GOODS SOLD - Purchases of goods for resale and raw materials purchased for use in the manufacture of
products intended for sale to others.

PROFESSIONAL FEES AND SERVICES - Payments for services rendered on a fee, contract, or other basis by a person,
firm, corporation, or company recognized as possessing a high degree of learning and responsibility. Includes such items as
services of a consultant, legal counsel, financial or audit fees, medical contracted services, guest lecturers (not employees)
and expert witnesses.

OTHER CONTRACTED SERVICES - Payments for services rendered on a contractual basis by a person, firm, corporation or
company that possess a lesser degree of learning and responsibility than that required for Professional Fees and Services.
Includes such items as temporary employment expenses, janitorial services, dry cleaning services, etc.

TRAVEL - Payments for travel costs incurred by employees and board members for meetings and training.

MATERIALS AND SUPPLIES - Payments for consumable items. Includes, but is not limited to: computer consumables,
office supplies, paper products, soap, lights, plants, fuels and lubricants, chemicals and gasses, medical supplies and copier
supplies. Also includes postal services, and subscriptions and other publications not for permanent retention.

UTILITIES - Payments for the purchase of electricity, natural gas, water, and thermal energy.

COMMUNICATIONS - Electronically transmitted communications services (telephone, internet, computation center services,
etc.).

REPAIRS AND MAINTENANCE - Payments for the maintenance and repair of equipment, furnishings, motor vehicles,
buildings and other plant facilities, and waste disposal. Includes, but is not limited to repair and maintenance to copy
machines, furnishings, equipment - including medical and laboratory equipment, office equipment and aircraft.

RENTALS AND LEASES - Payments for rentals or leases of furnishings and equipment, vehicles, land and office buildings (all
rental of space).

PRINTING AND REPRODUCTION - Printing and reproduction costs associated with the printing/copying of the institution’s
documents and publications.

BAD DEBT EXPENSE - Expenses incurred by the university related to nonrevenue receivables such as non-payment of
student loans.
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CLAIMS AND LOSSES - Payments for claims from self-insurance programs. Other claims for settlements, judgments and
lawsuits are considered nonoperating expenses.

INCREASE IN NET OPEB OBLIGATION - The change in the actuarially estimated liability of the cost of providing healthcare
benefits to UT System’s employees after they separate from employment (retire).

PENSION EXPENSE - An estimate of year-end expense which will be allocated from the Texas Comptroller's Office based
upon prior year amounts.

SCHOLARSHIPS AND FELLOWSHIPS - Payments made for scholarship grants to students authorized by law, net of tuition
discounting.

DEPRECIATION AND AMORTIZATION - Depreciation on capital assets and amortization expense on intangible assets.

FEDERAL SPONSORED PROGRAM PASS-THROUGHS TO OTHER STATE AGENCIES - Pass-throughs to other Texas
state agencies, including other universities, of federal grants and contracts.

STATE SPONSORED PROGRAM PASS-THROUGHS TO OTHER STATE AGENCIES - Pass-throughs to other Texas state
agencies, including Texas universities.

OTHER OPERATING EXPENSES - Other operating expenses not identified in other line items above (e.g., certified non-profit
healthcare company expenses, property taxes, insurance premiums, credit card fees, hazardous waste disposal expenses,
meetings and conferences, etc.). Other claims for settlements, judgments and lawsuits are considered nonoperating
expenses.

OPERATING LOSS - Total operating revenues less total operating expenses before other nonoperating adjustments like state
appropriations.

OTHER NONOPERATING ADJUSTMENTS:

STATE APPROPRIATIONS - Appropriations from the State General Revenue fund, which supplement the UT institutional
revenue in meeting operating expenses, such as faculty salaries, utilities, and institutional support.

NONEXCHANGE SPONSORED PROGRAMS - Funding received for the Federal Pell Grant Program, the portion of “state
appropriations” funded by the American Recovery and Reinvestment Act, Texas Research Incentive Program (TRIP) and
Enrollment Growth funding.

GIFT CONTRIBUTIONS FOR OPERATIONS - Consist of gifts from donors received for use in current operations, excluding
gifts for capital acquisition and endowment gifts. Gifts for capital acquisition which can only be used to build or buy capital
assets are excluded because they cannot be used to support current operations. Endowment gifts must be held in perpetuity
and cannot be spent. The distributed income from endowment gifts must be spent according to the donor’s stipulations.

NET INVESTMENT INCOME (on institutions’ sheets) - Interest and dividend income on treasury balances, bank accounts,
Short Term Fund, Intermediate Term Fund and Long Term Fund. It also includes distributed earnings from the Permanent
Health Fund and patent and royalty income.

NET INVESTMENT INCOME (on the consolidated sheet) - Interest and dividend earnings of the Permanent University Fund,
Short Term Fund, Intermediate Term Fund, Long Term Fund and Permanent Health Fund. This line item also includes the
Available University Fund surface income, oil and gas royalties, and mineral lease bonus sales.

INTEREST EXPENSE ON CAPITAL ASSET FINANCINGS - Interest expenses associated with bond and note borrowings
utilized to finance capital improvement projects by an institution. This consists of the interest portion of mandatory debt
service transfers under the Revenue Financing System, Tuition Revenue bond and Permanent University Fund (PUF) bond
programs. PUF interest expense is reported on System Administration as the debt legally belongs to the Board of Regents.

ADJUSTED INCOME (LOSS) including Depreciation and Amortization - Total operating revenues less total operating
expenses including depreciation and amortization expense plus net other nonoperating adjustments.

ADJUSTED MARGIN % including Depreciation and Amortization - Percentage of Adjusted Income (Loss) including
depreciation and amortization expense divided by Total Operating Revenues plus Net Nonoperating Adjustments less Interest
Expense on Capital Asset Financings.

AVAILABLE UNIVERSITY FUND TRANSFER - Includes Available University Fund (AUF) transfer to System Administration
for Educational and General operations and to UT Austin for Excellence Funding. These transfers are funded by investment
earnings from the Permanent University Fund (PUF), which are required by law to be reported in the PUF at System
Administration. On the MFR, investment income for System Administration has been reduced for the amount of the System
Administration transfer so as not to overstate investment income for System Administration. The AUF transfers are eliminated
at the consolidated level to avoid overstating System-wide revenues, as the amounts will be reflected as transfers at year-end.

INVESTMENT GAINS (LOSSES) - Realized and unrealized gains and losses on investments.

ADJUSTED INCOME (LOSS) excluding Depreciation and Amortization - Total operating revenues less total operating
expenses excluding depreciation and amortization expense plus net other nonoperating adjustments.

ADJUSTED MARGIN % excluding Depreciation and Amortization - Percentage of Adjusted Income (Loss) excluding
depreciation and amortization expense divided by Total Operating Revenues plus Net Nonoperating Adjustments less Interest
Expense on Capital Asset Financings.
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UNAUDITED

The University of Texas System Administration

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending March 31, 2016

Agenda Book - 86

March March
Year-to-Date Year-to-Date Fluctuation
FY 2016 FY 2015 Variance Percentage

Operating Revenues
Sponsored Programs 11,631,794.00 7,172,414.48 4,459,379.52 62.2%
Net Sales and Services of Educational Activities 24,147,196.07 17,543,946.86 6,603,249.21 37.6%
Other Operating Revenues 15,286,810.39 12,243,127.73 3,043,682.66 24.9%
Total Operating Revenues 51,065,800.46 36,959,489.07 14,106,311.39 38.2%
Operating Expenses
Salaries and Wages 38,020,732.36 34,229,665.75 3,791,066.61 11.1%
Payroll Related Costs 8,624,368.54 8,394,350.79 230,017.75 2.7%
Professional Fees and Services 8,671,708.18 8,281,795.50 389,912.68 4.7%
Other Contracted Services 15,342,152.01 16,330,116.62 (987,964.61) -6.0%
Travel 887,253.00 876,963.42 10,289.58 1.2%
Materials and Supplies 12,769,789.26 5,815,208.50 6,954,580.76 119.6%
Utilities 193,850.79 229,459.84 (35,609.05) -15.5%
Communications 6,086,758.44 4,883,717.70 1,203,040.74 24.6%
Repairs and Maintenance 15,310,072.95 4,122,457.66 11,187,615.29 271.4%
Rentals and Leases 3,393,535.52 2,267,588.80 1,125,946.72 49.7%
Printing and Reproduction 1,048,401.17 210,040.07 838,361.10 399.1%
Claims and Losses 5,451,402.66 30,826,325.55 (25,374,922.89) -82.3%
Increase in Net OPEB Obligation 388,991,548.75 326,590,952.92 62,400,595.83 19.1%
Pension Expense 124,188,614.35 - 124,188,614.35 100.0%
Scholarships and Fellowships 393,891.67 398,500.00 (4,608.33) -1.2%
Depreciation and Amortization 10,442,533.76 10,430,411.15 12,122.61 0.1%
State Sponsored Program Pass-Through to Other State Agencies 1,112,462.12 973,024.35 139,437.77 14.3%
Other Operating Expenses 23,987,369.06 18,862,174.50 5,125,194.56 27.2%
Total Operating Expenses 664,916,444.59 473,722,753.12 191,193,691.47 40.4%
Operating Loss (613,850,644.13)  (436,763,264.05) (177,087,380.08) -40.5%
Other Nonoperating Adjustments
State Appropriations 1,654,901.11 1,001,375.64 653,525.47 65.3%
Nonexchange Sponsored Programs 13,712,379.80 13,574,111.80 138,268.00 1.0%
Gift Contributions for Operations 881,522.07 42,613,101.98 (41,731,579.91) -97.9%
Net Investment Income 89,758,103.22 211,550,478.01  (121,792,374.79) -57.6%
Interest Expense on Capital Asset Financings (37,884,758.35) (38,733,628.37) 848,870.02 2.2%
Net Other Nonoperating Adjustments 68,122,147.85 230,005,439.06  (161,883,291.21) -70.4%
Adjusted Income (Loss) including Depreciation & Amortization (545,728,496.28) (206,757,824.99) (338,970,671.29) -163.9%
Adjusted Margin % including Depreciation & Amortization -347.4% -67.6%
Available University Fund Transfer 60,171,664.83 42,052,990.58 18,118,674.25 43.1%
Adjusted Income (Loss) with AUF Transfer (485,556,831.45)  (164,704,834.41)  (320,851,997.04) -194.8%
Adjusted Margin % with AUF Transfer -223.5% -47.4%
Investment Gain (Losses) (571,598,248.97) 264,196,464.72  (835,794,713.69) -316.4%
Adi. Inc. (Loss) with AUF Transfer & Invest. Gains (Losses) (1,057,155,080.42) $99,491,630.31 (1,156,646,710.73) -1,162.6%
Adj. Margin % with AUF Transfer & Invest. Gains (Losses) 298.3% 16.3%
Adjusted Income (Loss) with AUF Transfer excluding Depreciation &
Amortization (475,114,297.69) (154,274,423.26) (320,839,874.43) -208.0%
Adjusted Margin % with AUF Transfer excluding Depreciation &
Amortization -218.7% -44.4%
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UNAUDITED

The University of Texas at Arlington
Monthly Financial Report, Comparison of Operating Results and Margin
For the Period Ending March 31, 2016

March March
Year-to-Date Year-to-Date Fluctuation
FY 2016 FY 2015 Variance Percentage

Operating Revenues
Net Student Tuition and Fees 143,024,341.81 132,949,770.99 10,074,570.82 7.6%
Sponsored Programs 38,284,667.65 41,679,176.19 (3,394,508.54) -8.1%
Net Sales and Services of Educational Activities 11,326,892.60 12,687,564.00 (1,360,671.40) -10.7%
Net Auxiliary Enterprises 23,795,175.43 21,480,977.21 2,314,198.22 10.8%
Other Operating Revenues 5,395,264.13 4,312,864.13 1,082,400.00 25.1%
Total Operating Revenues 221,826,341.62 213,110,352.52 8,715,989.10 4.1%
Operating Expenses
Salaries