
MATERIAL SUPPORTING THE AGENDA 

VOLUME XLIIIb 

This volume contains the Material SupPorting the Agenda furnished 
to each member of the Board of Regents prior to the meetings held 
on 

January 5, 1996 
February 8, 1996 

March 1, 1996 
March 26, 1996 

The material is divided according to the standing committees and 
the meetings that were held and is color coded as follows: 

White paper - for documentation of all items that 
were presented before the deadline date. 

Blue paper - all items submitted to the Executive 
Session and distributed only to the Regents, Chan
cellor and Executive Vice Chancellors of the System. 

Yellow paper - emergency items distributed at the 
meeting. 

Material distributed at the meeting as additional documentation 
is not included in the bound volume, because sometimes there is 
an unusual amount and other times some people get copies and 
some do not get copies. If the Executive Secretary was fur
nished a copy, then that material goes into the appropriate 
subject file. 
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BOARD OF REGENTS 
OF 

THE UNIVERSITY OF TEXAS SYSTEM 

CALENDAR 

Place: Rooms 308 and 310, Geological Sciences Building 
The University of Texas at El Paso 
University Avenue and Hawthorne street 
El Paso, Texas 

Host Institution: The University of Texas at El Paso 

Thursday. February 8. 1996 

10:00 a.m. 

1:00 p.m. or 
upon recess 
of Executive 
and Briefing 
Sessions 

Convene in Open Session for 
the sole purpose of recessing 
to Executive and Briefing 
Sessions 

Reconvene in Open Session to 
continue until completion of 
business 

See Pages B of R 1 - 4, 
Items A - N 

Telephone Numbers 

President Natalicio's Office (915) 747-5555 

(915) 747-5669 Room 317, Geological Sciences Building 
(for calls during the meeting) 

Camino Real Hotel 
101 South El Paso Street 

(915) 534-3000 
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Camino Real Paso 
Del Norte Hotel 

101 S. El Paso St. 
(915) 534-3000 

Take Airway Boulevard from the 
Airport to Interstate 10 (1-10) 
stay on 1-10 West, take the 
Schuster Exit to the University 
of Texas at El Paso 

I C 0 

To the Camino Real Paso Del Norte Hotel 
Take I-10 West to the Mesa Exit turn left 
on Santa Fe to San Francisco, hotel 
is on the corner 



Meeting of the Board 



~= 

Time: 

AGENDA FOR MEETING 
OF 

BOARD OF REGENTS 
OF 

THE UNIVERSITY OF TEXAS SYSTEM 

Thursday, February 8, 1996 

10:00 a.m. 

1:00 p.m. or 
upon recess 
of Executive 
and Briefing 
Sessions 

Convene in Open Session for 
the sole purpose of recessing 
to Executive and Briefing 
Sessions 

Reconvene in Open Session to 
continue until completion of 
business 

Place: Room 308 Open Session at 10:00 a.m. and 
Executive and Briefing Sessions 

Room 310 

A. CALL TO ORDER 

Open Session at 1:00 p.m. or upon 
Recess of Executive and Briefing 
Sessions 

B. RECESS TO EXECUTIVE AND BRIEFING SESSIONS 

The Board will convene in an Executive Session followed 
by a Briefing Session pursuant to Texas Government Code, 
Chapter 551, Sections 551.071, 551.072, and 551.074 to 
consider those matters set out on Page Ex.S - 1 of the 
Material Supporting the Agenda. 

C. RECONVENE IN OPEN SESSION 

D. WELCOME BY PRESIDENT NATALICIO 

E. APPROVAL OF MINUTES OF REGULAR MEETING 
HELD NOVEMBER 9, 1995, AND SPECIAL MEETING 
HELD JANUARY 5, 1996 

B of R - 1 



F. RECESS FOR MEETINGS OF THE STANDING COMMITTEES AND 
COMMITTEE REPORTS TO THE BOARD 

The standing Committees of the Board of Regents of The 
University of Texas System will meet as set forth below 
to consider recommendations on those matters on the 
agenda for each Committee listed in the Material sup
porting the Agenda. At the conclusion of each Standing 
Committee meeting, the report of that Committee will be 
formally presented to the Board for consideration and 
action. 

Executive Committee: 
Vice-Chairman Hicks, 
MSA Page Ex.C - 1 

Chairman Rapoport 
Vice-Chairman Smiley 

Business Affairs and Audit Committee: Chairman 
Smiley, Regent Deily, Regent Hicks 
MSA Page BAAC - 1 

Academic Affairs Committee: Chairman Lebermann 
Regent Evans, Regent Temple 
MSA Page AAC - 1 

Health Affairs Committee: Chairman Loeffler 
Regent Deily, Regent Temple 
MSA Page HAC - 1 

Facilities Planning and construction committee: 
Chairman Temple, Regent Holmes, Regent Lebermann 
MSA Page FPCC - 1 

Asset Management Committee: Chairman Hicks 
Regent Evans, Regent Loeffler 
MSA Page AMC - 1 

G. RECONVENE AS COMMITTEE OF THE WHOLE 

H. CONSIDERATION OF ACTION ON ANY ITEMS DISCUSSED IN THE 
EXECUTIVE SESSION OF THE BOARD OF REGENTS PURSUANT TO 
TEXAS GOVERNMENT CODE, CHAPTER 551, SECTIONS 551.071, 
551.072, AND 551.074 

1. Pending and/or Contemplated Litigation - Sec
tion 551.071 

U. T. Health Science Center - Houston: 
Proposed Settlement of Medical Liabil
ity Litigation 

2. Land Acquisition, Purchase, Exchange, Lease or 
Value of Real Property and Negotiated Contracts for 
Prospective Gifts or Donations - Section 551.072 

u. T. Medical Branch - Galveston: 
Proposed Acceptance of Gift of 
st. Mary's Hospital Facilities and 
Expression of Appreciation to The 
Sealy & Smith Foundation 

3. Personnel Matters Relating to Appointment, Employ
ment, Evaluation, Assignment, Duties, Discipline, or 
Dismissal of Officers or Employees - Section 551.074 

U. T. M.D. Anderson cancer Center: 
Consideration of Recommendation of 
Hearing Tribunal Regarding Termina
tion of Tenured Faculty Member 
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I. REPORT OF BOARD FOR LEASE OF UNIVERSITY LANDS 

REPORT 

The Board for Lease of University Lands met on Novem
ber 14, 1995, at the Center for Energy and Economic 
Diversification in Midland, Texas, for a general 
business meeting and to hold the Regular Oil and Gas 
Lease Sale No. 88 and the Frontier Oil and Gas Lease 
Sale No. 88-A. 

Following is a report on the results of the lease sales: 

a. Regular Oil and Gas Lease Sale No. 88: 
44,628 acres of Permanent University Fund 
lands were nominated for lease. Bonuses 
in the amount of $3,602,287 were paid for 
leases covering 32,536 acres. No bids 
were received on 12,092 acres. 

b. Frontier Oil and Gas Lease Sale No. 88-A: 
All available Frontier acreage was offered 
for lease. Bonuses in the amount of 
$90,015 were paid for leases covering 
3,884 acres. 

c. Total bonuses paid were $3,692,302. Total 
bonuses paid were higher than for any sale 
since July 1987. 

Following is a report on the general business meeting: 

a. Approved the Minutes of the Board for 
Lease meeting of September 14, 1995 

b. Approved the recommended procedures and 
terms for Regular Oil and Gas Lease Sale 
No. 89 and Frontier Oil and Gas Lease Sale 
No. 89-A to be held on May 14, 1996 

c. Received a report on the take in-kind 
crude oil sale held September 21, 1995. 
Estimated royalty enhancement will be 
$0.92/barrel for approximately 3,475 bar
rels of oil per day. Total projected 
enhancement is approximately $580,000 
over a 6-month period. 

d. Approved all high bids received for 
acreage offered in the Regular Oil and 
Gas Lease Sale No. 88 and the Frontier 
Oil and Gas Lease Sale No. 88-A. 
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J. REPORT OF SPECIAL COMMITTEES 

Committee on Minorities and Women: Chairman Holmes 

K. OTHER MATTERS 

1. Certificate of Appreciation 

2. u. T. System: Annual Report on the Activities of 
the Faculty Advisory Council.--

REPORT 

U. T. System Faculty Advisory Council Chair Lynn 
Little, Associate Professor in the Medical Lab
oratory Sciences Department at u. T. Southwestern 
Medical Center - Dallas, will make a short pre
sentation concerning the council's activities 
during the past year. 

L. SCHEDULED EVENTS 

1. Board of Regents' Meetings 

2. 

Dates 

May 9, 1996 

August 8, 1996 
November 14, 1996 

Official Conunencements 

May 4 
May 10 
May 11-12 
May 11 

May 17 
May 18 

May 25 

June 1 

M. OTHER BUSINESS 

N. ADJOURNMENT 
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- 1996 

Locations/Hosts 

U. T. Health Science 
Center - Houston 

u. T. Tyler 
u. T. Southwestern 

Medical Center -
Dallas 

u. T. Permian Basin 
u. T. Tyler 
u. T. Arlington 
u. T. Pan American 
u. T. San Antonio 
u. T. G.S.B.S. -

Houston 
U. T. Brownsville 
u. T. Austin 
u. T. El Paso 
U. T. Medical School -

Galveston 
U. T. Dallas 
u. T. Allied Health 

Sciences School -
San Antonio 

U. T. Southwestern 
Medical School -
Dallas and U. T. 
Southwestern 
G.S.B.S. - Dallas 
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Executive Committee 



Date: 

Time: 

EXECUTIVE COMMITTEE 
Committee Chairman Rapoport 

February 8, 1996 

Following the reconvening of the Board of Regents 
at 1:00 p.m. or upon recess of Executive Session 

Place: Room 310, Geological Sciences Building 
u. T. El Paso 

U. T. System: Recommended Approval of 
Executive Committee Letters 96-3 
Through 96-6 Via the Chancellor's Docket 
Process 

Ex.c - 1 

Page 
Ex.c 

2 



U. T. System: Recommended Approval of Executive Committee 
Letters 96-3 Through 96-6 Via the Chancellor's Docket 
Process.--

At its meeting in December 1994, the Board authorized the 
approval/ratification of Executive Committee Letters via 
The University of Texas System Administration Docket effec
tive with the May 1995 meeting of the Board. Therefore, 
Executive Committee Letters 96-3 through 96-6, which have 
been distributed since the November 1995 meeting of the 
Board and which have received the prior approval of the 
Executive Committee, appear in the U. T. System Adminis
tration Docket on Pages ECL 1 - 6 and will be approved/ 
ratified on the agenda of the Business Affairs and Audit 
Committee as set out on Page BAAC - 2 of the Material 
Supporting the Agenda. 

Ex.C - 2 



Business Affairs & Audit Committee 



Date: 

Time: 

BUSINESS AFFAIRS AND AUDIT COMMITTEE 
Committee Chairman Smiley 

February 8, 1996 

Following the meeting of the Executive Committee 

Place: Room 310, Geological Sciences Building 
U. T. El Paso 

1. 

2. 

3. 

4. 

5. 

6. 

U. T. System: Recommendation to Approve 
Chancellor's Docket No. 84 

u. T. System: Recommendation to Approve 1997 
Budget Preparation Policies and Limitations 
for General Operating Budgets, Auxiliary 
Enterprises, Contracts and Grants, Restricted 
current Funds, Designated Funds, and Service 
and Revolving Funds Activities and Calendar 
for Budget Operations 

U. T. System: Recommendation to Amend the 
Sick Leave Pool Policy 

u. T. System: Request to Amend the Equipment 
Financing Program for Fiscal Year 1996 and 
Approve the Use of Revenue Financing system 
Parity Debt, Receipt of Certificate, and Find
ing of Fact with Regard to Financial Capacity 

u. T. Arlington: Request to Establish the 
Regents' Centennial Challenge Grant and Allo
cation of Funds Therefor 

u. T. Health Science Center - San Antonio: 
Recommendation to Approve the Sale of Real 
Estate Located in Kerr County, Texas, and 
Authorization to Execute Documents Related 
Thereto 

BAAC - 1 

Page 
BAAC 

2 
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11 

15 

16 



1. u. T. svstem: Recommendation to Approve Chancellor's 
Docket No. 84.--

RECOMMENDATION 

It is recommended that Chancellor's Docket No. 84 be approved. 

It is requested that the committee confirm that authority to 
execute contracts, documents, or instruments approved therein 
has been delegated to the officer or official executing same. 

2. u. T. System: Recommendation to Approve 1997 Budget 
Preparation Policies and Limitations for General 
Operating Budgets. Auxiliary Enterprises. Contracts 
and Grants, Restricted Current Funds. Designated Funds. 
and Service and Revolving Funds Activities and Calendar 
for Budget Operations.--

RECOMMENDATION 

With the concurrence of the Executive Officers, the Chancellor 
recommends that the U. T. Board of Regents approve the 
following Budget Preparation Policies and Limitations and 
Calendar for use in preparing the 1997 Operating Budget for 
the U. T. System: 

u. T. System 1997 Budget Preparation Policies 

General Guidelines - The regulations and directives included 
in the General Appropriations Act serve as the basis for these 
guidelines and policies. In preparing the draft of the 
1997 Operating Budget, the Chief Administrative Officer of 
each component institution should adhere to guidelines and 
policies as detailed below. Overall budget totals, including 
reasonable reserves, must be limited to the funds available 
for the year from General Revenue Appropriations, Estimates of 
Educational and General Income, and limited use of 
institutional unappropriated balances. 

Salary Guidelines - Recommendations regarding salary policy 
are subject to the following directives of the General 
Appropriations Act. 

Article IX. Section 30. Salaries to be Proportional 
by Fund. 

It is the intent of the Legislature that unless 
otherwise restricted payment for salaries, wages, 
and benefits paid from appropriated funds, including 
local funds and educational and general funds as 
defined in V.T.C.A., Education Code, Sec. 51.009 (a) 
and (c), shall be proportional to the source of 
funds. 
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1. Merit Increases - Subject to available resources and 
resolution of any major salary inequities, 
institutions should give priority to implementing 
merit salary increases for faculty and staff, 
keeping in mind the 1996-1997 biennium goal of at 
least an average 5% merit salary increase for 
faculty and staff. 

Merit increases or advances in rank for faculty are to be 
on the basis of teaching effectiveness, research, and 
public service. 

Merit increases or promotions for administrative and 
professional staff and classified staff are to be 
based on evaluation of performance in areas 
appropriate to work assignments. 

To be eligible for a merit increase, classified 
staff must have been employed by the institution for 
at least six months as of August 31, 1996. 

2. Other Increases - Equity adjustments, competitive 
offers, and increases to accomplish contractual 
commitments may also be granted in this budget and 
should also consider merit where appropriate, 
subject to available resources. Such increases 
should be noted and explained in the supplemental 
data accompanying the budget. 

3. New Positions - New administrative and professional, 
classified staff and faculty positions are to be 
requested only when justified by work loads or to 
meet needs for developing new programs. 

4. It is the expectation that Fiscal Year 1997 
increases for merit. equity. or other increases be 
included in the Operating Budget. 

Staff Benefits Guidelines - Recommendations regarding employee 
staff benefits are subject to the following directives 
included in the General Appropriations Act. 

1. staff Group Insurance Premiums - The General Revenue 
contribution for staff group insurance premiums for 
higher education is included in Article III, 
pages III-30 through III-34 of the General 
Appropriations Act. For each full-time active and 
retired employee enrolled for eligible coverage, the 
1997 State's contribution rate is as follows: 

Employee Only Category 
Employee and Spouse Category 
Employee and Children Category 
Employee and Family Category 

$186.31 
$292.13 
$257.16 
$362.98 

Funds appropriated for higher education employees' 
group insurance contributions may not be used for 
any other purpose. To budget these funds, a 
"Transfer from Employees Group Insurance 
Contribution" should be reflected as a General 
Revenue item in the "Method of Financing" section of 
the operating budget summary. Employee group 
insurance premiums for employees paid from 
Educational and General Income are included in each 
institution's appropriation for "Educational and 
General State Support." 
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In addition, active and retired employees are 
authorized to use one-half of the "employee only" 
state contribution for optional insurance provided 
that they have health insurance coverage from 
another source. 

2. Teacher Retirement Program - State contribution at 
6.0% of payroll is included in the funds 
appropriated to the Teacher Retirement System to 
match members' contributions. 

3. Optional Retirement Program - The state contribution 
rate for employees who are on the payroll as of 
August 31, 1995 is 7.31% of payroll. (State 
matching contributions of 6.0% of payroll is 
included in the funds appropriated to the Teacher 
Retirement System and 1.31% of payroll is included 
in funds appropriated to The University of Texas 
System.) For employees who are on the payroll as of 
August 31, 1995, institutions are authorized to use 
local funds or other sources of funds to supplement 
the General Revenue Fund appropriations in order to 
provide an employer contribution of 8.5% of payroll. 

The Optional Retirement Program contribution rate for 
employees who are hired on or after September 1, 1995 is 
the same contribution as for members of the Teacher 
Retirement System, or 6.0% of payroll for Fiscal 
Year 1997. Institutions must notify all newly hired 
employees that the contribution rate for the Optional 
Retirement Program may fluctuate over time. 

4. Other Employee Benefits - Employer contributions to 
the self-insured Unemployment Compensation Fund is 
$.68 per $100 of the first $9,000 of salary paid per 
employee. Workers' Compensation Insurance rates 
have been experience rated for each component. 

Other Operating Expenses Guidelines - Increases in 
Maintenance, Operation, Equipment, and Travel are to be 
justified by expanded work loads, for developing new programs, 
or for correcting past deferrals or deficiencies. 

Budget Reductions and Limitations - Article III and Article IX 
of the General Appropriations Act contain several sections 
requiring budget reductions and budget restrictions which may 
impact the 1997 Operating Budget. Such reductions should be 
anticipated in preparing the 1997 Operating Budget. Those 
riders which may have significant impact are: 

Article III. The University of Texas System. 
Section 4. Appropriations. Governing Board. 

Out of the funds appropriated herein, an amount not 
to exceed $436,569 in each year of the biennium 
shall be for all expenses associated with the 
governing board's duties including, but not limited 
to: travel, entertainment, lodging, and expenses of 
state employees who provide services for the 
governing board. 
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Article III. Section 34. Proportionality and 
Optional Retirement Program Contribution Offsets. 

Out of the general revenue funds specifically 
appropriated by those strategies titled "Retirement 
Contribution Adjustments", The University of Texas 
System Office is authorized to replace those amounts 
that are paid by each institution or system office 
for: (a) Teacher Retirement system (TRS) and 
Optional Retirement Program (ORP) employer 
contributions associated with salaries funded by 
educational and general sources, as required by 
Section 155, Article IX of this Act, and · 
(b) employer contribution supplements associated 
with the ORP contribution rate reduction implemented 
by this Act. 

To budget these funds, a "Transfer from System 
Administration" should be reflected as a General 
Revenue item in the "Method of Financing" section of 
the operating budget summary. 

Article IX,· Section 153, Reduction in 
Appropriations and Limitation on State Employment. 

It is the intent of the Legislature to limit the 
growth in the level of employment for state agencies 
and institutions of higher education. The amounts 
indicated as the "Number of Positions (FTE)" 
following the agency's items of appropriation in 
this Act are the target levels for each state agency 
and institution of higher education. The actual 
levels of employment shall be monitored by the 
Legislative Budget Board and the Governor's Office 
of Budget and Planning. Each state agency and 
institution of higher education shall report such 
information upon request. 

The Comptroller of Public Accounts is hereby 
directed to reduce the appropriations made by this 
Act out of the General Revenue Fund, by an amount 
equal to 1.26% of the total amount appropriated out 
of the above identified funding sources, excluding 
appropriations exempted from the application of this 
subsection, or $300,000,000 for the biennium, 
whichever amount is greater. The Comptroller of 
Public Accounts shall determine the amounts to be 
reduced pursuant to this subsection no later than 
October 1, 1995 and shall inform the Legislative 
Budget Board and the Governor as to the reduction 
amounts for each agency. The Comptroller of Public 
Accounts shall also inform each state agency and 
institution affected by the reductions no later than 
october 15, 1995. 

It is the intent of the Legislature that at least 50% of 
the appropriation reductions made pursuant to 
subsection 2 of this section be applied by the affected 
agencies toward reductions in salary and personnel 
expenses. 
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Article IX. Section 155. Reductions in 
Appropriations: Higher Education Retirement 
Programs. 

It is the intent of the Legislature that the 
recommendations developed by the Texas Performance 
Review (TPR) and described in Gaining Ground as 
recommendation ED 24, Apply the Proportionality 
Concept to Higher Education's Retirement Programs, 
be adopted and implemented by the Teacher Retirement 
System and each affected institution of higher 
education. In order to achieve an identifiable 
General Revenue Fund savings of $120.2 million 
during the 1996-1997 biennium, the affected 
institutions of higher education shall pay to the 
Teacher Retirement system and the Optional 
Retirement Program, out of funds appropriated 
elsewhere in this Act and out of local funds, the 
amounts necessary to provide for the retirement 
program contribution obligations related to the 
payment of salaries from funds other than the 
General Revenue Fund. 

BACKGROUND INFOBMATION 

The u. T. System 1997 Budget Preparation Policies track the 
provisions contained in the General Appropriations Act, H.B. 1 
of the 74th Texas Legislature, Regular Session, and are simi
lar to those used in preparing previous budgets. No funds 
have been specifically identified in the General Appropria
tions Act for salary increases. However, subject to avail
able resources and resolution of any major salary inequities, 
institutions should give priority to implementing merit 
salary increases for faculty and staff, keeping in mind the 
1996-1997 biennium goal of at least an average 5% merit salary 
increase for faculty and staff. Some riders in the General 
Appropriations Act will likely require adjustments to the 
1997 Operating Budget. Instructions will be issued later by 
the appropriate state agency regarding these reductions. 
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1997 Operating Budget Calendar 

January 1996 

February a, 1996 

March 1a-22, 1996 

April 22, 1996 

April 29-May 3, 1996 

May 13, 1996 

May 23, 1996 

June 1996 

August a, 1996 

August 19, 1996 

Draft of budget instructions to 
institutions 

u. T. Board of Regents approve budget 
policies 

Budget policy/resource allocation 
hearings with System Administration 

Draft copies of budgets, salary 
rosters and supplemental data 
(temporary binding) due to System 
Administration 

Technical budget hearings with System 
Administration 

Final copies of budgets, salary 
rosters, and supplemental data due to 
System Administration 

Budgets mailed to u. T. Board of 
Regents 

U. T. Board of Regents' Committee 
Briefings and preliminary approval 

U. T. Board of Regents approve budget 

Budgets (unbound) due to System 
Administration for copying and 
binding 
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3. u. T. System: Recommendation to Amend the Sick Leave 
Pool Policy.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Business Affairs that the U. T. System 
Sick Leave Pool Policy established at the February 1990 U. T. 
Board of Regents' meeting and amended at the December 1992 
meeting be amended as set forth below in congressional style: 

SICK LEAVE POOL POLICY 

1. PURPOSE. Each component institution of the u. T. System 
and u. T. System Administration shall establish a sick 
leave pool to provide a source of additional sick leave 
for those employees who have exhausted accrued annual 
leave and sick leave because of a catastrophic illness or 
injury. 

2. DEFINITIONS. As used in this Policy: 

2.1 "Catastrophic illness or injury" means a severe 
condition or combination of conditions affecting the 
mental or physical health of an employee or the 
employee's immediate family that requires the 
services of a licensed physician for a prolonged 
period of time and that requires the employee to 
exhaust accrued leave and to lose compensation from 
the State. 

2.2 "Employee" means a regular employee of a component 
institution of the u. T. System or the U. T. System 
Administration as defined in [Ar~~eie-V-er) the 
General Appropriations Act. 

2.3 "Immediate family" means those persons living in the 
same household with the employee who are either 
related to the employee by kinship, adoption, or 
marriage or are certified by the Texas Department of 
Human Services as foster children of the employee 
or, if not living in the same household, are totally 
dependent upon the employee for personal care or 
services on a continuing basis. 

2.4 "Licensed physician" means a person who is licensed 
to practice in one of the health professions set 
forth in Article 3.70-2 of the Texas Insurance Code 
[111ea~e~Ple) . 

2.5 "Pool administrator" means the person appointed to 
administer the sick leave pool. 

2.6 "Sick leave pool" or "pool" means the accumulated 
sick leave donated by employees for utilization in 
accordance with this Policy. 
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3. POOL ADMINISTRATOR. This Policy shall be administered at 
each component institution by a pool administrator 
designated by the chief administrative officer and at the 
U. T. System Administration by a pool administrator 
designated by the Chancellor of the U. T. system. 

3.1 The pool administrator shall adopt forms and 
regulations appropriate for the administration of 
this Policy. 

3.2 The decision of the pool administrator regarding 
contributions to and withdrawals from the pool shall 
be final. 

4. SICK LEAVE POOL. The sick leave pool at each component 
institution and the U. T. System Administration shall 
consist of the sick leave voluntarily contributed to the 
pool by employees. 

4.1 An employee who desires to contribute sick leave to 
the pool must submit an application to the pool 
administrator. 

4.2 Contributions to the pool must be in units of 
eight (8) hours [anel-ne-me1!'e-~aan-t3t-l:ln:i:~s-may-l!le 
een~:l!':i:l!ll:l~eel-l!ly-an-em~±eyee-ell:l:l!':i:n~-eaea-r:i:sea±-yea:l!'). 
State employees are permitted to contribute an 
unlimited number of hours to the sick leave pool. 
Retiring employees are also permitted to contribute 
to the sick leave pool. 

4.3 Upon approval of an application, the pool 
administrator shall credit the sick leave pool with 
the sick leave contributed by an employee and shall 
direct the human resources office [~e:l!'senne± 
ele~a:l!'~llleft~) to deduct a corresponding amount from 
that employee's accrued sick leave. 

4.4 Sick leave contributed to the pool may not be 
designated for the use of a partic,ular person. 

4.5 Although contributions are voluntary, employees who 
leave state employment should be encouraged to 
contribute to the pool. 

5. WITHDRAWAL OF SICK LEAVE FROM THE POOL. Applications to 
withdraw sick leave from the pool must be submitted on 
the form prescribed by the pool administrator. An 
application must be filed with the pool administrator and 
must be accompanied by a statement from the licensed 
physician who treated the illness or injury that resulted 
in the exhaustion of the accrued annual leave and sick 
leave of the employee making the application. The pool 
administrator will consider applications in the order in 
which they are received and will approve or deny an 
application within ten (10) working days after receipt. 

5.1 An employee is eligible to withdraw sick leave from 
the pool if the pool administrator finds that the 
employee has exhausted all accrued annual leave and 
sick leave because of a catastrophic illness or 
injury or because of a previous donation of sick 
leave to the pool. 
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5.2 In determining the amount of sick leave to be 
assigned to an eligible employee from the pool, the 
pool administrator shall take into consideration the 
information contained in the employee's application, 
the number of applications then pending, and the 
amount of sick leave available in the pool. In no 
event shall the sick leave allocated to an eligible 
employee from the pool exceed ninety (90) days or 
one-third (1/3) of the sick leave pool balance, 
whichever is less. Upon approval of an employee's 
application, the pool administrator shall notify the 
human resources [~er8eftae~] office of the amount of 
sick leave to be assigned to the employee. 

5.3 The employee may use sick leave assigned from the 
pool in the same manner as sick leave accrued 
pursuant to [Ar~ie~e-V-er] the General 
Appropriations Act and shall be treated in the same 
manner and shall be entitled to accrue the same 
benefits as an employee who uses such accrued sick 
leave. 

5.4 The estate of a deceased employee shall not be 
entitled to payment for unused sick leave assigned 
from the pool. 

BACKGROUND INFORMATION 

The U. T. system Sick Leave Pool Policy was established by 
the U. T. Board of Regents at the February 1990 meeting pursu
ant to Article 6252-8e of Vernon's civil Statutes. The U. T. 
Board of Regents approved amendments to the policy at the 
December 1992 meeting to clarify the requirement that employ
ees must exhaust all accrued leave to be eligible to be con
sidered for leave from the sick leave pool and to substitute 
the word "physician" in place of "practitioner" to narrow the 
scope of health care professionals to individuals involved in 
the treatment of catastrophic illness or injury. 

Proposed changes to the policy are necessitated by the passage 
of Senate Bill 988, 74th Texas Legislature, amending Arti-
cle 6252-8e, codified now as Section 662.003, Texas Government 
Code, to change the number of days an employee may transfer to 
a sick leave pool from "at least one but not more than three 
days" in a fiscal year to "one or more days." Additionally, 
S.B. 988 authorized retiring employees to donate their sick 
leave credits to the pool. Other changes to the Sick Leave 
Pool Policy are minor and are editorial in nature. 
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4. U. T. System: Request to Amend the Equipment Financing 
Program for Fiscal Year 1996 and Approve the Use of 
Revenue Financing System Parity Debt. Receipt of Cer
tificate, and Finding of Fact with Regard to Financial 
Capacity.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs, the Executive Vice 
Chancellor for Business Affairs, and President Jenifer that 
the U. T. Board of Regents amend the U. T. System equipment 
financing program for Fiscal Year 1996 to include financing 
for u. T. Dallas in the amount of $400,000, which will 
increase the aggregate financing amount from $38,100,000 
to $38,500,000. 

The Chancellor also concurs in the recommendation of the 
Executive Vice Chancellor for Academic Affairs, the Executive 
Vice Chancellor for Business Affairs, and President Jenifer 
that, in compliance with Section 5 of the Amended and Restated 
Master Resolution Establishing The University of Texas System 
Revenue Financing System, adopted by the u. T. Board of 
Regents on February 14, 1991, and amended on October 8, 1993 
(the "Master Resolution"), and upon delivery of the Certif
icate of an Authorized Representative as set out on 
Page BAAC - 13, the u. T. Board of Regents resolves that: 

a. Parity Debt shall be issued to pay the 
project's cost paid prior to the issuance 
of such Parity Debt 

b. Sufficient funds will be available to 
meet the financial obligations of the 
u. T. System including sufficient Pledged 
Revenues as defined in the Master Resolu
tion to satisfy the Annual Debt Service 
Requirements of the Financing System and 
to meet all financial obligations of the 
Board relating to the Financing system 

c. U. T. Dallas, which is a "Member" as 
such term is used in the Master Resolu
tion, possesses the financial capacity to 
satisfy its Direct Obligation as defined 
in the Master Resolution relating to the 
issuance by the u. T. Board of Regents 
of tax-exempt Parity Debt for the pur
chase of equipment in the amount 
of $400,000 

d. This resolution satisfies the official 
intent requirements set forth in Sec
tion 1.150-2 of the u. s. Treasury Regu
lations. 
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BACKGROUND INFORMATION 

At the August 1995 meeting, the u. T. Board of Regents 
approved the use of Revenue Financing System debt for U. T. 
System equipment purchases in accordance with the Guidelines 
Governing Administration of the Revenue Financing System and 
approved an aggregate financing amount of $38,100,000 for 
certain equipment purchased in Fiscal Year 1996 for u. T. 
Arlington, u. T. Austin, U. T. Brownsville, u. T. El Paso, 
U. T. San Antonio, U. T. Tyler, U. T. Southwestern Medical 
Center - Dallas, U. T. Medical Branch - Galveston, U. T. 
Health Science Center - Houst.on, U. T. M.D. Anderson Cancer 
Center, and U. T. Health Center - Tyler. U. T. Dallas has 
identified computer and furniture equipment needs since the 
August 1995 meeting and thereby has created the need to amend 
the u. T. System equipment financing program to include these 
U. T. Dallas equipment needs. The debt is to be repaid by 
General Use Fee receipts. 

The 74th Texas Legislature authorized an increase in the 
maximum general use fee to an amount not to exceed the level 
of in-state undergraduate tuition. This initiative was in 
response to the need to provide capital funding for Permanent 
University Fund (PUF) institutions at a level at least equiv
alent to HEAF institutions. For the Fiscal Years 1996 
and 1997, the general use fee per semester credit hour will 
be increased at u. T. Arlington, U. T. Austin, U. T. Dallas, 
u. T. El Paso, u. T. Permian Basin, U. T. San Antonio, and 
u. T. Tyler. With the exception of u. T. Austin, $1.55 of 
the increase may be used directly for debt service for bonds 
to be issued. For Fiscal Year 1996, it is forecasted that 
u. T. Dallas will collect approximately $2,800,000 in General 
Use Fee receipts. In the 1996-2001 Capital Improvement 
Program, U. T. Dallas identified $5,400,000 in projects to 
receive bond proceeds under this program. With the issu
ance of this debt under the program, the debt service cover
age forecast ranges from 1.4 to 3.2 times during Fiscal 
Years 1996-2000 (see Page BAAC- 14). 
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE 

I, the undersigned Assistant Vice Chancellor for Finance of 
The University of Texas system, a u. T. System Representative 
under the Amended and Restated Master Resolution Establishing 
The University of Texas System Revenue Financing system 
adopted by the Board on February 14, 1991 and amended on 
October 8, 1993 (the "Master Resolution"), do hereby execute 
this certificate for the benefit of the Board of Regents 
pursuant to Section 5 (a) (ii) of the Master Resolution in 
connection with the authorization. by the Board to issue 
"Parity Debt" pursuant to the Master Resolution to finance 
equipment cost at U. T. Dallas, and do certify that to the 
best of my knowledge the Board of Regents is in compliance 
with all covenants contained in the Master Resolution, First 
Supplemental Resolution Establishing an Interim Financing 
Program, second Supplemental Resolution, Third Supplemental 
Resolution, and the Fourth Supplemental Resolution, and is not 
in default of any of the terms, provisions and conditions in 
said Master Resolution, First Supplemental Resolution, Second 
Supplemental Resolution, Third supplemental Resolution, and 
the Fourth Supplemental Resolution. 

c::15-
"-) day of j:-~ "" 
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5. u. T. Arlington: Request to Establish the Regents' 
Centennial Challenge Grant and Allocation of Funds 
Therefor.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs, the Executive Vice 
Chancellor for Business Affairs, and President Witt that 
authorization be granted to establish a One Million Dollar 
Regents' Centennial Challenge Grant for u. T. Arlington and 
that $350,000 be allocated for that grant from the Fiscal 
Year 1996 Permanent University Fund (PUF) Bond Proceeds 
Reserve. 

BACKGROUND INFORMATION 

As u. T. Arlington begins its centennial Year, its faculty 
and staff seek to make the Honors Program a cornerstone of 
the University's commitment to excellence and accessibility 
for undergraduate education. The faculty and staff seek to 
enhance the Honors Program with facilities improvements, 
computer equipment, and scholarship support. In addition, 
they also seek to increase scholarship support for regular 
students. Under the proposed One Million Dollar Regents' 
Centennial Challenge Grant, the University will raise two 
scholarship dollars for each dollar expended from the chal
lenge grant. The challenge grant proceeds will be used to 
equip computer labs and classrooms for the Honors Program 
and to renovate and reconfigure space for the program. 

At the August 1995 meeting, the U. T. Board of Regents 
approved a set-aside of $3,000,000 from PUF Bond Proceeds 
to be used as matching funds for proposals to be submitted 
to the Telecommunications Infrastructure Fund (TIF) program. 
The TIF program has been delayed, and it now appears that most 
of this reserve will be carried forward to Fiscal Year 1997. 
Because the proposed match of private funds and the renovation 
and equipping of undergraduate computer labs proposed by u. T. 
Arlington will accomplish many of the same objectives as a 
match from the TIF program, this reserve is recommended as a 
source of funding for a portion of the challenge grant. The 
balance of the challenge grant can be funded in Fiscal 
Year 1997 from this reserve, the regular Fiscal Year 1997 
reserve for library, equipment, repair and rehabilitation 
(Fiscal Year 1997 LERR) or from other sources as may be 
appropriate at the time. 
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6. U. T. Health Science Center - San Antonio: Recommenda
tion to Approve the Sale of Real Estate Located in Kerr 
County. Texas. and Authorization to Execute Documents 
Related Thereto.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Health Affairs, the Executive Vice Chan
cellor for Business Affairs, and President Howe that the U. T. 
Health Science Center - San Antonio be authorized to sell 
approximately 316.81 acres of land in Kerr County, Texas, for 
$475,000 to Ms. Cynthia Ann Carlton, Austin, Texas. 

It is further recommended that the Executive Vice Chancellor 
for Business Affairs be authorized to execute all documents 
pertaining to the sale. 

BACKGROUND INFORMATION 

In December 1969, the U. T. Board of Regents authorized the 
u. T. Health Science Center - San Antonio to acquire this 
property by exchange of some other property with the Texas 
Department of Mental Health and Mental Retardation. Initially 
used for teaching and research purposes by the Department of 
Laboratory Animal Resources, the property has not been in use 
for several years and is now considered surplus land. The 
$475,000 sale price of the contract with Ms. Carlton is sup
ported by a recent independent real estate appraisal performed 
by Binford & Associates, Kerrville, Texas. 
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Academic Affairs Committee 



Date: 

Time: 

ACADEMIC AFFAIRS COMMITTEE 
Committee Chairman Lebermann 

February 8, 1996 

Following the meeting of the Business Affairs and 
Audit Committee 

Place: Room 310, Geological Sciences Building 
u. T. El Paso 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

U. T. Board of Regents: Proposed Amendments 
to the Regents' Rules and Regulations, Part 
One, Chapter III, Section 16 (Leaves of 
Absence Without Pay) 

u. T. Board of Regents: Proposed Amendments 
to the Regents' Rules and Regulations, Part 
One, Chapter VI, Section 6 (Use of University
Owned Facilities) and Part Two, Chapter X, 
Section 9 (Student Union Facilities) 

U. T. System: Recommendation to Amend the 
Requirement that International Students Main
tain Approved Comprehensive Health Insurance 
or Coverage (Catalog Changes) 

U. T. Pan American: Request for Authorization 
to Establish a Master of Arts Degree in Crimi
nal Justice and to Submit the Proposed Degree 
Program to the Coordinating Board for Approval 
(Catalog Change) 

u. T. Pan American: Request for Authorization 
to Establish a Master of Fine Arts Degree with 
a Major in Art and to Submit the Proposed 
Degree Program to the Coordinating Board for 
Approval (Catalog Change) 

u. T. Pan American: Request for Authorization 
to Establish a Master of Science Degree in 
Computer Science and to Submit the Proposed 
Program to the Coordinating Board for Approval 
(Catalog Change) 

U. T. Permian Basin: Request for Authorization 
to Establish a Master of Professional Accoun
tancy Degree Program and to Submit the Proposed 
Degree Program to the Coordinating Board for 
Approval (Catalog Change) 
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1. U. T. Board of Regents: Proposed Amendments to the 
Regents' Rules and Regulations. Part One. Chapter III. 
Section 16 CLeaves of Absence Without Pay).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs and the Executive Vice 
Chancellor for Health Affairs that the Regents' Rules and 
Regulations, Part One, Chapter III, Section 16 be amended as 
set forth below in congressional style: 

Sec. 16. Leaves of Absence Without Pay. 

16.1 With the interest of the institution being 
given first consideration and for good cause, 
leaves of absence without pay may be granted 
for a period within the term of appointment of 
a member of any faculty or staff. subject to 
the general conditions included herein. Leaves 
of absence for a first year or portion thereof 
or a second consecutive year's leave may be 
granted by the chief administrative officer. 
Leaves of absence for a third consecutive year 
will be granted only for the reasons outlined 
in this Subsection. Subsection 16.3, and 
Subsection 16.4. following review and approval 
by the appropriate Executive Vice Chancellor. 

16.2 The maximum period for which a leave of absence 
will be granted is the end of the fiscal year 
in which the leave begins. In the case of 
faculty, the date for return to duty will 
generally coincide with the beginning of the 
next semester, following the period of absence. 
(rft-fterm8~-e~re~ms~8ftees7-~e8ves-fer-~p-~e-efte 
year-w~~~-be-~r8ft~ea-~~ber8~~y7-prev~aea-~he 
aep8r~meft~-se-reeemmeftas-afta-e8ft-S~pp~y 
s8~~sf8e~ery-rep~8eemeft~s~--~he-f~rs~-per~ea-ef 
~e8ve-ef-8bseftee-m8y-be-8pprevea,-s~bjee~-~e 
~he-~efter8~-eefta~~~efts-~fte~~aea-here~ft,-by-~he 
eh~ef-8am~ft~s~ra~~ve-eff~eer~--Re~~es~s-fer 
seeefta-8ftafer-~h~ra-ye8r-~e8ves-~ftaer-~h~s 
see~~eft-m~s~-be-s~em~~~ea-~e-~he-8pprepr~a~e 
Bxee~~~ve-V~ee-ehaftee~~er-8fta-~e-~he-a~-~~ 
Beara-ef-Re~eft~s-fer-8pprev8~-V~8-~he-aeeke~~J 

16.3 Except in unusual circumstances, such as 
military service, reasons of health, continued 
graduate study, and public service or other 
activity that reflects credit on the 
institution and enhances an individual's 
ability to make subsequent contributions to the 
institution, a second consecutive year of leave 
will not be granted. 
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16.4 Except in very unusual circumstances a third 
consecutive leave of absence for one year will 
not be granted. 

16.5 After a return to duty of one year, the leave
of-absence privilege will again be availableL 
subject to the conditions above. 

This item requires the concurrence of the Health Affairs Com
mittee. 

BACKGROUND INFORMATION 

The proposed amendment to the approval procedures for leaves 
of absence without pay removes the requirement of separate 
U. T. Board of Regents' approval for leaves involving a 
second or third consecutive year's leave. The leaves will 
be approved instead by the chief administrative officer, 
with only the third consecutive year's leave requiring review 
and approval by the appropriate Executive Vice Chancellor. 
Approval will be documented in the annual operating budgets, 
with revised budget instructions issued to cover this item. 

In addition, redundant language is removed from Subsec-
tion 16.2 and a clarification on eligibility for leave 
availability is added to Subsection 16.5. 

2. U. T. Board of Regents: Proposed Amendments to the 
Regents' Rules and Regulations. Part One. Chapter VI. 
section 6 ruse of Universitv-Owned Facilities> and 
Part TwO. Chapter X. Section 9 (Student Union Facili
ties).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Execu
tive Vice Chancellor for Academic Affairs, the Executive Vice 
Chancellor for Business Affairs, and the Executive Vice Chan
cellor for Health Affairs that the Regents' Rules and Regu
lations, Part One, Chapter VI, Section 6 regarding use of 
university-owned facilities be amended as set forth below 
in congressional style: 

Sec. 6. Use of Property. Buildings, or [Bft~ve~~~~y-9Wftedl 
Facilities. 

6.1 The [eam~~~e~-er-~he-eem~efteft~-~"~~~~~~~eft~-er 
~he-Bft~ve~~~~y-er-~eKa~-sy~~em-aftd-~he] 
property, buildings. and [e~] facilities owned 
or controlled by the U. T. System or component 
institutions are not open for assemblyL [aftd 
eK~~e~~~eft-er-r~ee] speech. or other activities. 
as are the public streets, sidewalksL and · 
parks. The responsibility of the Board of 
Regents to operate and maintain an effective 
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and efficient system of institutions of higher 
education requires that the time, place, and 
manner of [~he-exere~~e-e£-~he-r~~h~-e£] 
assemblyL [aftd-£ree] speech. and other 
activities on the property [~re~ftd~] and in the 
buildings and facilities of the u. T. System or 
[var~e~~l component institutions be regulated. 
Acting pursuant to the general authority of 
Chapter 65 of the Texas Education Code and the 
specific authority of Chapter 51 of the Texas 
Education Code, the Board of Regents adopts and 
promulgates [~he-R~ie~-aftd-Re~~ia~~eft~-e£] this 
Section [aftd-~h~s-eha~~er] relating to the use 
of property. [~fts~~~~~~eftai] buildings, 
[~re~ftds] and [e~her] facilities for [~~r~ese~] 
other than regular academic and administrative 
purposes [~se]. 

6.2 No person. organization. group. association. or 
corporation may use property. buildings. or 
facilities owned or controlled by the u. T; 
System or a component institution for any 
purpose other than in the course of the regular 
academic or administrative programs or 
activities of the u. T. system or component 
institution. unless authorized by the Regents' 
Rules and Regulations. Any authorized use must 
be conducted in compliance with the provisions 
of the Regents' Rules and Regulations. the 
approved rules and regulations of the component 
institution. and applicable federal. state. and 
local laws and regulations. 

6.3 [6~zl Identification Required.==[fat] Pursuant to the 
authority conferred upon the Board of Regents 
by Section 51.209, Texas Education Code, in 
order to protect the safety and welfare of 
students. faculty. and· staff. [aftd-em~ieyees-e£ 
~he-eem~efteft~-~ft~~~~~~~efts-e£-~he-sy~~em] and 
to protect the property. buildings. and 
facilities of the u. T. System and component 
institutions, it is [hereby] declared to [~ha~ 
~~-shaii] be unlawful for any person who is on 
any property or in a building or facility 
[e~~her] owned or controlled by the u. T. 
System or g [afty] component institution to 
refuse to identify himself or herself in 
response to a request by an institutional 
representative [~ft-re~~eftse-~e-a-re~~es~]. For 
the purpose of this Subsection, a person 
identifies himself or herself by: {1) giving 
his or her name and complete address 
substantiated by a current driver's license. 
voter registration card. or other official 
documentation; and {2) stating truthfully 
whether [er-fte~] he or she is a student [a~-~he 
~fts~~~~~~eft-aftd-whe~her] or [fte~-he-er-she-~~ 
aft] employee of the u. T. System or a component 
institution. 
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6.31 [fbtJ For the purpose of this Subsection 
(fat], an "institutional representative" 
is: 
1gl [f%t] any member of the Board of 

Regents of the u. T. System or the 
Executive Secretary to the Board; 

1Ql [fzt] any executive officer or 
administrative officer of the u. T. 
System (•-~"e%~d~ft~-~he-ehaftee%%er, 
Exee~~ive-Yiee-eha"ee%%ere,-Yiee 
€haftee%%ere,-aftd-~he-B~ree~er-ef 
Pe%iee]; 

1£l [f'tl any administrative officer of s 
(~he] component institution(, 
ifte%~dift~-~he-ehief-admiftie~ra~ive 
effieer,-aee~e~l!lft~e-~e-~he-ehief 
adm~ftie~ra~ive-effieer,-v~ee 
~reeideft~e7-deaft-ef-e~~deft~e7-aftd-afty 
aeeeeia~e-er-aeeie~l!lft~-dea"-ef 
e~~deft~e]; and 

14L [t+t] any attorney[,-~eaee-effieer,-er 
eee~ri~y-effieer] of the U. T. 
System or s [~he) component 
institution. 

6.32 (fetJ Any person who refuses to identify 
himself or herself in accordance with this 
Subsection [fat) is guilty of a 
misdemeanor [l!lftd-~~eft-eeftvie~~eft-ie) 
punishable by a fine of not more than 
$200. 

6.33 [fdtJ Students. faculty. or staff who 
refuse [Afty-e~~deft~-er-em~%eyee-whe 
ref~eee) to identify themselves [himee%£ 
er-heree%£] in accordance with this 
Subsection are also (tat-ie,-ift-addi~ieft 
~e-~he-~efta%~y-~reeeribed-ift-S~beee~~eft 
tetTJ subject to disciplinary action 
[ d~eei~H"e] . 

6.4 [6~'1 Fountains. Artificial Bodies of Water. 
and Other Facilities.--Pursuant to the 
authority conferred upon the Board of Regents 
by Sections 51.202 and 51.204, Texas Education 
Code, in order to protect the safety and 
welfare of students. faculty. and staff [a"d 
em~%eyeee-ef-~he-eem~efteft~-i"e~i~~~iefte-ef-~he 
Sye~em) and to protect the property. buildings, 
and facilities of the U. T. System and 
component institutions, it is [hereby) declared 
to [~ha~-i~-eha%%] be unlawful for any person 
to enter, walk, run, lie, play, remain, or be 
in the water of any fountain or other 
artificial body of water located on property 
owned or controlled by the u. T. System or a 
[~he-eam~~e-ef-a"y) component institution 
unless such person has the prior written [eha%% 
have-~here~efere-beeft-~rl!lft~ed) permission of 
[by) the chief administrative officer of the 
u. T. System or the component [~ha~) 
institution to enter, remain, or be in such 
water. 
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6.41 (fat] It shall further be unlawful for 
any person to dump, throw, place, or cause 
(~e-be-~iaeea] any material, object, 
person, animal. trash, waste, or debris to 
be placed in such [~he-wa~er-er-afty] 
fountain or other artificial body of water 
[ieea~ea-eft-~he-eam~~s-er-afty-eem~efteft~ 
ifts~i~~~ieft-er-~he-Sys~em]. 

6.42 [fbtJ It shall also be unlawful for any 
person to damage, deface, or remove any 
portion of any fountain, monument, 
building, statue. structure. facility. 
tree. shrub. or memorial located on 
property owned or controlled by the U. T. 
System or a [~he-eam~~s-er-afty] component 
institution (er-~he-sys~em]. 

6.43 (fetJ Any person who violates any 
provision (~er~ieft] of this Subsection is 
guilty of a misdemeanor punishable (6~3 
shaii-~~eft-eeftvie~ieft-~hereer-be-~~ftishea] 
by a fine of not more than $200. 

6.44 [fat] Students. faculty. or staff who 
violate (Afty-s~~aeft~-er-em~ieyee-whe 
vieia~es] any portion of this Subsection 
are also (6~3-shaii7-ift-aaai~ieft-~e-~he 
~eftai~y-~reseribea-abeve,-be] subject to 
disciplinary action (aisei~iifte]. 

6.5 (6~+] Alcoholic Beverages.--The use of 
alcoholic [ift~exiea~iftg] beverages is 
prohibited on property and in (eiassreem] 
buildings[,-iabera~eries,-a~ai~eri~ms,-iibrary 
b~i%aiftgs7-m~se~ms7-rae~%~y] and 
(aamiftis~ra~ive-erriees7-ift~ereeiiegia~e-afta 
ift~ram~rai-a~hie~ie] facilities owned or 
controlled by the U. T. system or a component 
institution [7-afta-a%%-e~her-~~biie-eam~~s 
areas]. However, [wi~h-~he-~rier-eeftseft~-er] 
the chief administrative officer of the u. T. 
System or a component institution ( 7-~he 
reregeiftg-~revisiefts-er-~his-S~bsee~ieft] may 
waive this prohibition (be-waivea] with respect 
to any (s~eeirie] event [whieh-is] sponsored by 
the u. T. System or the component institution. 
An event is sponsored if a budgeted office, 
department. or division of the u. T. (%ft-afty 
ease,-s~a~e-iaw-wi%%-be-s~rie~iy-eftrereea-a~ 
a%%-~imes-eft-a%%-~re~er~y-eeft~re%%ea-by-~he] 
System or the (afta-i~s] component 
institution(s] is responsible for organizing 
the event. inviting attendees. and paying 
expenses related to the event. including the 
purchase of food and beverages. Meetings or 
events organized and presented by registered 
faculty. staff. or student organizations are 
not events sponsored by the U. T. System or the 
component institution. This Subsection does 
not apply to areas that are licensed under 
state law for the sale and service of alcoholic 
beverages or to a Special Use Facility during 
use by a noninstitutional individual. group. 
association. or corporation for purposes 
permitted by Subsection 6.(10). State law 
relating to alcoholic beverages will be 
strictly enforced at all times on property and 
in buildings and facilities owned or controlled 
by the u. T. System or a component institution. 
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[6~5-Ne-~fta~v~a~ai;-eP~aft~~a~~eft;-~Pe~~~ 
a~~ee~a~~eft;-eP-eeP~ePa~~eft-may-~~e-~fte 
~Pe~fta~;-b~~ia~ft~~7-eP-rae~i~~~e~-ewftea-eP 
eeft~Peiiea-by-afty-eem~efteft~-~ft~~~~~~~eft-eP-by 
~fte-sy~~em-exee~~-a~-~ePm~~~ea-by-~fte 
~pev~~~eft~-er-~fte-Re~eft~~~-R~ie~-afta 
Re~ia~~eft~-afta-a~~Pevea-~ft~~~~~~~eftai-P~ie~ 
afta-Pe~~ia~~eft~~J 

6.6 Solicitation.--No solicitation shall be 
conducted on property or in buildings or 
facilities owned or controlled by the u. T. 
System or a component institution unless 
permitted by the Regents' Rules and 
Regulations. [6~6:1:] The term "solicitation" 
[a~-~~ea-ftePe~ft] means the sale. lease. rental 
or offer for sale. lease. rental of any 
property. product. merchandise. publication. or 
service, whether for immediate or future 
delivery; an oral statement or the distribution 
or display of printed material. merchandise. or 
products that is designed to encourage the 
purchase. use. or rental of any property, 
product, merchandise. publication. or service; 
the oral or written appeal or request to 
support or join an organization other than a 
registered student, faculty, or staff 
organization; the receipt of or request for any 
gift or contribution; or [afta] the request to 
support or oppose or to [~fta~-a] vote [be-ea~~] 
for or against a candidate, issue, or 
proposition appearing on the ballot at any 
election held pursuant to state or federal law 
or local ordinances. 
6.61 [6~6E] The following [Ne] solicitation 

activities shall not be [eefta~e~ea-~ft-afty 
b~~ia~ft~~-~~P~e~~Pe;-eP-rae~i~~y-er-afty 
eem~efteft~-~ft~~~~~~~eft-eP-er-~fte-sy~~em~ 
~fte-reiiew~ft~-ae~~v~~~e~-~ftaii-be-aeemea 
fte~-~e-be-~ei~e~~a~~eft~] prohibited by 
this Subsection when [~r-~ftey-aPe] 
conducted at a time and place designated 
in accordance with the approved rules and 
regulations of the u. T.,systern or the [a] 
component institution. Such activities 
must be conducted [afta] in a manner that 
does [w~ii] not disturb or interfere with 
the academic [eP-~ft~~~~~~~eftai] programs 
or administrative activities of the u. T. 
System or the component institution or any 
program or activity that is authorized or 
sponsored by the U. T. System or component 
institution; does [be~ft~-eaPP~ea-eft-~ft-a 
b~~ia~ft~~-~~P~e~~Pe-eP-rae~i~~y7-ep-ae] 
not interfere with entry to or exit from a 
building, structureL or facility; does not 
interfere with the flow of pedestrians or 
vehicular traffic on sidewalks or streets; 
does not harass. embarrass. or intimidate 
the person or persons being solicited; and 
does not violate applicable state. 
federal. or local law or regulation: 
lli [fi:tJ The distribution, saleL or 

offer for sale of g [afty] newspaper, 
magazine, or other publication by 
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means of an unattended rack or 
vending machine in [~n] areal§l 
designated in advance by the chief 
administrative officer of the U. T. 
System or a component institution or 
his or her delegate for the conduct 
of such activity. 

LQl (fzt] The sale or offer for sale of 
[~ftY] food, drink~ or any other 
product (er-serviee] that may be 
lawfully sold by means of a vending 
machine that is operated by the U. T. 
System or component institution or g 
[i~s] subcontractor of either. under 
an approved written agreement. in an 
area designated in advance by the 
chief administrative officer of the 
U. T. system or the component 
institution or his or her delegate 
[rer-~he-eena~e~-e£-s~eh-~e~ivi~y]. 

l£l [f'tl The sale or offer for sale by 
the u. T. system or (~] component 
institution or g [i~s] subcontractor 
of either. under an approved written 
agreement. of any publication of the 
U. T. System or the component 
institution or of any book or other 
printed material to be used in the 
regular academic work of the 
component institution. 

iQl [f+tt~tl Any [~he-e~er~~ien-~y-~he 
ins~i~~~ien-e£-~ny] service or 
service facility (m~in~~inea] for the 
convenience of the students, staff~ 
(~nafer] faculty. patients. or bona 
fide visitors that is operated or 
maintained[ ... -t~t--~he-e~er~~ien] by 
the u. T. system or component 
institution or by a [ins~i~~~ienLs] 
subcontractor or lessee of either. 
under an [f~hre~~h-~~~re~ri~~e 
wri~~en-~~reemen~s] approved [~s-~e 
een~en~-~y-~he-ehie£-~aminis~r~~ive 
errieer-e£-~he-ins~i~~~ieft-~fta-~he 
~~~re~ri~~e-Bxee~~ive-Viee 
eh~nee±±er7-~s-~e-rerm-~y-~he-erriee 
e£-Sener~±-ee~nse±,-~nd-~y-~he-Be~ra 
e£-Re~en~s-~hre~~h-~he-eh~nee±±erLs 
Beeke~t-e£-ene-e£-~he-re±±ewin~ 
serviees-er-r~ei±i~ies,-m~in~~inea 
rer-~he-eenvenienee-e£-~he-s~~deft~s, 
s~~££-~nafer-r~e~±~y] written 
agreement. including. but not limited 
to: l1l any bookstore, specialty 
store, laundry, pharmacy, cafeteria, 
or food service; C2l a child care 
facility [f]limited to children or 
bona fide (~en~riae] dependents of 
students, faculty. or staffL [~nafer 
r~e~±~YtTl C3l a state or federal 
credit union with [f~he] membership 
(in-whieh-m~s~-~e] limited primarily 
to students, faculty, and staff of 
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the component institution [bti~-whieh 
may-ifte~tide~--~~tideft~~;-£aeti~~y;] and 
[~~a££-e£] other area institutions of 
higher education[t-~~tideft~~], 
[£aeti~~y;-aftd-~~a££] or other 
component institutions and [e£] the 
u. T. system~[t-~~a££-member~-e£-~he 
Sy~~em-Admifti~~ra~ieftt] and the 
officers and employees [~~a££ 
member~] of organizations closely 
related to the component 
institution's educational mission~ 
such as officially recognized alumni 
associations [eK-~~tideft~ 
er~afti8a~ieft~] and cooperative 
bookstores~[t;l iil private post 
office boxes under an approved 
written agreement that limits [t]the 
use [e£-whieh-mtls~-be-~imi~ed-] to 
students, faculty, and staff of the 
component institution;[t;] 
121 unmanned teller machines under an 
approved written [fafty] agreement 
that [£er-~he-~~aeemeft~-e£-whieh-mt1~~ 
ifte~tlde-a-~revi~ieft-eK~re~~~y] 
prohibits [~rehibi~ift~] advertising 
the location of the unmanned teller 
machine to the general public~[t;l or 
16l a travel agency under an approved 
written agreement that limits [f]the 
use [e£-whieh-mtl~~-be-~imi~ed] 
primarily to students, faculty~ and 
staff of the component institution 
and prohibits [whieh-a~eftey-mti~~ 
a~ree-~e-tiftder~a~e-fte-~tib~ie] 
advertising [eefteerftift~] the 
institutional location of the travel 
agency to the general public 
[ heiH~yt] . 

~ [fStJ The sale or offer for sale by 
the u. T. System or component 
institution or A [i~~l subcontractor 
of either. under an approved written 
agreement. of food~ [aftd] drink~ 
souvenirs. novelty items~ and 
programs at athletic contests or [a~ 
afty] other program~ or event~ 
sponsored or authorized by the U. T. 
system or component institution. 

ifl [f6t] The solicitation of membership 
and the collection of membership fees 
or dues by registered student. 
faculty. or staff organizations at 
scheduled meetings of such 
organizations or when otherwise 
conducted in accordance with the 
approved rules and regulations of the 
component institution. such fees or 
dues may be used only by the 
organization [~tli~ieft-aftd-£ee~-ift 
eeftftee~ieft-wi~h-eftre~~meft~-e£-a 
~~tideft~-ift-afty-eetir~e-er-de~ree 
~re~ram]. No funds may be solicited 
or collected by such organizations 
for or on behalf of any individual. 
association. or corporation. 
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(f~t--~he-ee~~ee~~eft-ef-membe~sh~~ 
fees-e~-d~es-by-~e~~s~e~ed-s~~deft~T 
fae~~~y,-e~-s~aff-e~~aft~~a~~efts-a~ 
mee~~ft~s-ef-s~eh-e~~aft~~a~~efts 
sehed~~ed-~ft-aeee~daftee-w~~h-~he 
fae~~~~~es-~se-~e~~~a~~efts-ef-afty 
eem~efteft~-~fts~~~~~~eft~J 

lgl [fBtJ The collection of admission 
fees for the exhibition of movies or 
for other programs that are sponsored 
or presented by the u. T. System or 
component institution or~ (by-a 
~e~~s~e~ed-fae~~~y,-s~a££,-e~-s~~deft~ 
e~~aft~~a~~eft,-wheft) permitted by and 
scheduled in accordance with the 
approved rules and (fae~~~~~es-~se) 
regulations of the component 
institution. by the students' 
association or by a registered 
student. faculty. or staff 
organization. 

1hl [f9tJ [~he) ~(s)olicitation of funds 
by any organization that can present 
to the chief administrative officer 
of the U. T. System or component 
institution, or his or her delegate, 
written.evidence from the Internal 
Revenue Service that the organization 
has been granted an exemption from 
taxation under Section 50l(c) (3)L 
(f)Internal Revenue Code[tJ. such 
solicitation must be conducted in an 
area(sl designated for that purpose 
by such chief administrative officer 
or his or her delegate. Persons 
soliciting on behalf of an 
organization must have credentials 
identifying them as authorized agents 
of the organization. Permission to 
solicit shall not be used by the 
organization as an endorsement by the 
u. T. System or the component 
institutions. No organization may 
solicit under this subdivision for 
more than a total of fourteen days, 
whether continuous or intermittent, 
during each state fiscal year. 

iil [f%8tJ Occasional sales or offers of 
sales of goods or services that 
(e~he~~se) comply with applicable 
federal. state. and local law~ and 
regulations [m~ft~e~~a~-e~d~ftaftees) 
and are conducted solely for the 
residentCsl (~ft-~he-~~~vaey) of an 
individual university residence hall 
room or an individual apartment when 
g [~he) resident of such room or 
apartment has given specific 
invitation in advance for 
salespersons to come to the 
individual residence hall room or 
individual apartment for that 
purpose. This exception does not 
authorize( 7-~~ev~ded-~ha~-fte~~he~] 
sales or (fte~) offers of sales of 
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goods or services within a university 
residence hall room or apartment by 
the occupant~ [~heree£-eft-~ 
eeft~~"~~ft~-er-~ehea~%ea-ea~~~7-fter] 
door-to-door sales or offers of sales 
of goods or services. or sales or 
offers of sales of goods or services 
to persons who are present in an 
individual residence hall room or 
apartment but are not residents of 
such room or apartment [~re-~fte%~aea 
~ft-~he-~e~~v~~y-perm~~~ea-ey-~h~~ 
exeep~ieft]. 

1il [f%%t] The acknowledgement of a 
sponsor of an athletic event or an 
advertisement announced over a public 
address system or displayed on a 
scoreboard or electronic message 
center [ey-~eereeeara;-e%ee~reft~e 
me~~a~e-er-eaftfter-a~~p%ayea] at gn 
athletic event or displayed in 
athletic facilities at locations 
designated for that purpose pursuant 
to an approved [ift~~~~~~ieft~%] policy 
[eefteerftift~-~pprev~%-~fta-~e%ee~ieft] 
of the component institution 
[~aver~i~emeft~]. 

lkt Advertising displayed on an outdoor 
electronic marquee or message center 
owned and operated by the u. T. 
System or a component institution. 

ill Advertising and merchandise displayed 
at an athletic tournament that is 
sanctioned by the official national 
or international organization for 
such athletic competitions; provided 
that. such advertising and 
merchandise is required to be 
displayed under the terms of one or 
more contractual agreements between 
such organization and one or more 
sponsors and such contracts were in 
effect prior to the date that a 
component institution was selected as 
the site for the tournament. 

iml The sale or offer for sale by a 
registered student organization of 
charitable raffle tickets on behalf 
of an organization that is authorized 
to conduct a charitable raffle under 
the provisions of Article 179Cfl. 
Vernon's Texas Civil Statutes. 

inl The display and demonstration by 
manufacturers and distributors of 
word processing hardware and software 
suitable for use by students in the 
academic programs of a component 
institution. Such activities may be 
conducted once each academic year 
upon invitation by the chief 
administrative officer of the 
component institution or his or her 
delegate and must be limited to the 
time and place designated by and 
under guidelines specified and 
controlled by the component 
institution. 
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1Ql Oral presentations and the 
distribution of informational 
material related to the U. T. System 
programs providing health benefits. 
life insurance. disability income 
insurance. tax sheltered annuities. 
and retirement benefits for officers 
and employees of the u. T. System and 
component institutions. Such 
activities may be conducted only at 
meetings scheduled for that purpose 
by the u. T. System Office of Human 
Resources and must conform to the 
guidelines established by that 
office. 

iPl Solicitation by the officers or 
employees of the u. T. System or 
component institution acting in the 
course and scope of their authority. 

6.62 [6~63 Ne-~e~~e~~a~~en-~ha~~-~e-eena~e~ea 
en-~he-~re~na~,-~~aewa~~~7-er-~~ree~~-eft 
~he-eam~~~-ef-any-eem~enen~-~ft~~~~~~~en-er 
ef-~he-Sy~~em;-exee~~-~y-~he-a~eft~~, 

~ervan~~;-er-em~~eyee~-ef-~ha~-~ft~~~~~~~eft 
ae~~ft~-~n-~he-ee~r~e-ana-~ee~e-ef-~he~r 
a~eney-er-em~~eymen~7-er-~y-~he-~~~aen~~L 
a~~ee~a~~en-ef-~ha~-~ft~~~~~~~en;-er-~y-a 
re~~~~erea-~~~aen~;-fae~~~y,-er-~~aff 
er~an~ea~~en-a~-~ha~-~ft~~~~~~~eft~ 
f%t--Se~~e~~a~~en-maae-~~r~~an~-~e-~he 

~erm~-ef-S~~a~ .... ~~~en-6~63-m~~~-~e 
eena~e~ea-~n-~~eh-a-way-tat-~ha~-~~ 
w~~~-ne~-a~~~~r~-er-~n~erfere-w~~h 
~he-aeaaem~e-er-~ft~~~~~~~ena~ 
~re~ram~-~e~n~-earr~ea-en-~n-eam~~~ 
~~~~a~ft~~;-t~t-~ha~-~~-w~~~-ne~ 
~n~erfere-w~~h-~he-free~ana-~n~m~eaea 
f~ew-ef-~eae~~r~an-ana-veh~e~~ar 
~raff~e-en-~~aewa~~~-ana-~~ree~~-ana 
a~-~~aee~-ef-~n~re~~-ana-e~re~~-~e 
ana-frem-eam~~~-~~~~a~n~~;-ana-tet 
~ha~-~~-w~~~-ne~-hara~~7-em~arra~~, 
er-~ft~~m~aa~e-~he-~er~en-er-~er~eft~ 
~e~n~-~e~~e~~ea~J If, after [~~eh] 
reasonable investigation it is 
determined [a~-~he-Bean-ef-S~~aen~~ 
~ha~~-aeem-a~~re~r~a~e-fwh~eh 
~nve~~~~a~~en-~ha~~-affera-~he 
aee~~ea-er~an~~a~~en-every-r~~h~ 
~~aran~eea-~y-~he-a~e-~reee~~-e~a~~e~ 
ef-~he-en~~ea-s~a~e~-ana-~exa~ 
een~~~~~~~en~t-~he-Bean-ae~erm~ne~] 
that [a] solicitation is being or has 
been conducted in violation of the 
Regents' Rules and Regulations or the 
approved rules and regulations of the 
U. T. System or component institution 
Ill a student or employee will be 
subject to such disciplinary action 
as may be appropriate. and (2) the 
registered status of a faculty. 
staff. or student organization may be 
canceled or suspended. or such 
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organization may be prohibited [a 
maftfte~-v~e%a~~ve-ef-~h~s-S~bsee~~eft; 
~he-Beaft-sha%%-~~eh~e~~-~he-effeftd~ft~ 
e~~aft~ea~ieft] from solicitation [eft 
~he-eam~~s] for such period or 
periods of time as may [sha%%-be 
de~e~~fted-~e] be appropriate [aftd-~ft 
~he-ease-ef-~e~ea~ed-v~e%a~~efts-ef 
~hese-se%~ei~a~~eft-~~%es;-~he-Beaft 
may-eaftee%-~he-~e~~s~e~ed-s~a~~s-ef 
~he-effeftd~ft~-e~~aft~ea~~eft-e~-~m~ese 
e~he~-a~~~e~~~a~e-~efta%~~es]. 

6.63 [fzt] The students' association and 
each registered student organization 
shall, within thirty days after [ef] 
the beginning of each [~he-fe%%ew~ft~] 
long session semester, file with the 
Dean of Students or other appropriate 
official a statement fully [aftd 
fa~~%y] disclosing the sources and 
amounts of money [wh~eh-~~l obtained 
from solicitations [fsa%es; 
eeft~~~b~~~efts;-aftdfe~-e~he~-~eveft~est 
eft-~he-eam~~s] during the preceding 
semester or summer session and fully 
[aftd-fa~~%y] disclosing the purposes 
[beftef~e~a~~es] and amounts of the 
expenditures [wh~eh-~~l made during 
the preceding semester or summer 
session. Registered faculty and 
staff organizations must file reports 
of such information with the chief 
business officer of the component 
institution [A-~e~~s~e~ed-s~~deft~ 
e~~aft~ea~ieft-whieh-d~~~ft~-a-semes~e~ 
e~-s~mme~-sess~eft-~eee~ved-fte-meftey 
e~-~h~ft~-ef-va%~e-e~he~-~haft-f~em-~~s 
e¥ft-memee~s-fteed-f~%e-eft%y-a 
s~a~emeft~-~e-~ha~-effee~]. Any 
organization failing to comply with 
the provisions of this Subsection 
[~a~a~~a~h] shall be prohibited from 
solicitation activities [eft-~he 
eam~~s] until the [s~eh] organization 
files the required report [~%aees 
~~se%f-~ft-eem~%~aftee]. 

tt~tt--''l'he-d~s~~~e~~~eft-a~-fte-ees~-ey 
a-s~~deft~sL-assee~a~~eft-e~-a 
~e~is~e~ed-s~~deft~;-fae~%~y-e~-s~aff 
e~~aft~ea~~eft-ef-a-ftews~a~e~;-ma~ae~fte 
e~-e~he~-~~e%~ea~ieft-~ha~-eeft~a~fts 
~a~d-adve~~~s~ft~-aftd-~s-~~b%ished-a~ 
~he-se%e-e~eftse-ef-s~eh-e~~aft~ea~~eft 
sha%%-eem~%y-w~~h-~he-~~evis~efts-ef 
s~ediv~s~efts-6~6~f%t-aftd-6~6~fzt~l 

6.7 Use of Property. Buildings. or [Phys~ea%] 
Facilities [ef-~he-Sys~em] by Students' 
Associations; Registered Student, Faculty~ or 
Staff organizationsL or Officially Recognized 
Alumni Associations.--Subject to constitutional 
and statutory restrictions on the use of state 
property for religious or political purposes, a 
students' association; a registered [6~~%
Re~~s~e~ed] student, faculty~ or staff 
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organization[s-er); or an [sfty) officially 
recognized alumni association that qualifies 
under Subdivision 6.61Chl [6T6zf9tJ of this 
Section and whose fund-raising activities are 
dedicated to the benefit of the U. T. system or 
g [SftY) component institution~ may reserve and 
use property. [sft-~fts~~~~~~eftLs] buildings~ 
facilities owned or controlled by the u. T. 
System or component institution for purposes 
permitted by the Regents' Rules and 
Regulations. Such use must have prior written 
authorization. must conform to the time. place. 
and manner provisions of the approved rules 
and[fer-~re~ft~S-~ft-eemp%~sftee-w~~h-ressefts~%e 
sft~-fteft~~ser~m~fts~ery-~fts~~~~~~efts%) 
regulations of the u. T. System and component 
institution. and must be conducted in 
compliance with Subsection 6.61 [~hs~-shs%% 
spee~fy-~he-preee~~res-~ft~er-wh~eh-s~eh 
er~sft~zs~~efts-may-reserve-~he-~fts~~~~~~eftLe 
~~~%~~ft~s-sft~fer-~re~ft~e-fer-~he~r-~eeT--Sre~pe 
ef-e~~~eft~e,-fse~%~y-er-e~sff-whe-sre-fte~ 
re~~e~ere~-er-~re~pe-ef-s%~mft~-e~her-~hsft 
eff~e~a%%y-reee~ft~ze~-s%~mft~-seeee~a~~efts-wheee 
f~ft~-rs~e~ft~-se~~v~~~ee-sre-~e~~es~e~-~e-~he 
~eftef~~-ef-sfty-eempefteft~-~fte~~~~~~eft-msy-fte~ 
~ee-~he-~fte~~~~~~eftLe-~~~%~~ft~S-sft~fer 
~re~ft~e). 
6.71 A students' association. a r[R)egistered 

student, faculty~ or staff 
organization[sJ~ or an alumni 
association[e) may not reserve or use 
property, buildings. or facilities owned 
or controlled by the u. T. System or a 
component institution for the [eft~er-~ft~e) 
joint sponsorship of any [eft-esmp~e) 
project~ [er) program. or activity with 
any association. organization. or 
corporation. or with any individual or 
group of individuals [w~~h-~ft~~v~~~a%e, 
~re~pe,-er-e~~~eft~e) that are not 
registered. 

6.72 Students. faculty. or staff. a students' 
association. [Ressefts~%e-sft~ 

fteft~~eer~m~fts~ery-re~~%s~~efte-msy-~e 
prem~%~s~e~-~e-s~~her~ze-e~~~eft~e-sft~) or 
g registered student. faculty. or staff 
organization[e], with prior written 
authorization. may [~ft~er-epee~f~e~ 
eeft~~~~efte7-~e) petition, post signs, set 
up booths, (sft~f)or peacefully demonstrate 
on property owned or controlled by the 
U. T. System or component institution [~he 
eamp~eT--S~eh-re~~%s~~efte-ehs%%-preh~~~~ 
sfty-se~~v~~y-~hs~-we~%~-~ft~erfere-w~~h 
ses~em~e-sft~-~fts~~~~~~efts%-pre~rsme). 

6.73 No person, including [whe~her-er-fte~] a 
student [er-emp%eyee) of a component 
institution, shall [p~~%~e%y) distribute 
[eft-~he-eamp~e-ef-sfty-e~eh-~fte~~~~~~eft) 
any petition, handbill, object, or piece 
of literature; post or carry any sign. 
placard. or banner; or engage in speech or 
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conduct on property or in buildings or 
facilities owned or controlled by the 
u. T. System or a component institution if 
it [~ha~] is obscene, libelous, or 
directed to inciting or producing imminent 
lawless action and is likely to incite or 
produce such action. 

(6~~4--Ne-perseft,-whe~her-er-fte~-a-s~~deft~-er 
emp%eyee-e£-a-eempefteft~-~fts~~~~~~eft,-sha%% 
pes~-er-earry-afty-s~~ft-er-pes~er-~ha~-~s 
eeseefte,-%~ee%e~s,-er-d~ree~ed-~e-~fte~~~ft~ 
er-pred~e~ft~-~mm~fteft~-%aw%ess-ae~~eft-aftd 
~s-%~ke%y-~e-~fte~~e-er-pred~ee-s~eh 
ae~~eft~ 

6~~5-Ne-perseft,-whe~her-er-fte~-a-s~~deft~-er 
emp%eyee-e£-a-eempefteft~-~fts~~~~~~eft,-sha%% 
~fts~a%%7-eee~py,-er-~se-eft-~he-eamp~s-e£ 
afty-s~eh-~fts~~~~~~eft-afty-bee~h,-~£-~he-~se 
e£-~he-eee~h-~s-whe%%y-er-par~%y-£er-~he 
d~s~r~e~~~eft-er-d~ssem~fta~~eft-e£-werds-er 
ma~er~a%-~ha~-are-eeseefte,-%~ee%e~s,-er 
d~ree~ed-~e-~fte~~~ft~-er-pred~e~ft~-~mm~fteft~ 
%aw%ess-ae~~eft-aftd-are-%~ke%y-~e-~fte~~e-er 
pred~ee-s~eh-ae~~eft~--Per-~he-p~rpese-e£ 
~h~s-prev~s~eft7-~he-werd-ueee~hu-~fte%~des 
£~rft~~~re,-efte%es~re,~aftd-afty-e~her 
s~r~e~~re-~emperar~%y-~fts~a%%ed-£er 
d~s~r~e~~~ft~-pe~~~~efts7-haftde~%%s7-er 
%~~era~~re;-er-£er-d~sp%ay~ft~-s~~fts,-er 
£er-ra~s~ft~-£~ftds-er-se%~e~~~ft~-~aft~~e%e 
~~ems~] 

6.8 Student Center or Student Union.--The use of 
student center or student union facilities of a 
(eft-~fte-eamp~s-e£-eaeh] component institution 
shall be subject to Regents' Rules and 
Regulations and to the approved rules and 
(reaseftae%e-aftd-fteftd~ser~m~fta~ery] regulations 
of (prem~%~a~ed-ey-~ha~-eeft~er4s-er-~ft~eft4S 
~everft~ft~-eeard-aftd] the component institution 
(aftd-~fte%~ded-~ft-~he-Haftdbeek-e£-9~era~~ft~ 
Preeed~res]. 

6.9 Joint Sponsorship of the Use of Property. 
Buildings. or Facilities.--Except as permitted 
in Subsection 6.61. Subsection 6.(101. and 
Subsection 6.(111. the use of property. 
buildings. or facilities owned or controlled by 
the u. T. System or a component institution by 
individuals who are not students. faculty. or 
staff; by groups that are not registered 
(Ex~rae~rr~e~%ar] student, faculty~ or staff 
organizations; or by associations or 
corporations for programs or activities shall 
be subject to the following conditions 
[~ftve%v~ft~-~he-~se-e£-Sys~em-ewfted-e~~%d~ft~s 
aftd-~re~ftds-sha%%-ee-eeftd~e~ed-~ft-aeeerdaftee 
w~~h-%eea%7-s~a~e-aftd-fta~~efta%-%aw-aftd-~ft 
aeeerdaftee-w~~h-~he-app%~eae%e-Sys~em-aftd 
~fts~~~~~~efta%-re~%a~~efts~--s~eh-ae~~v~~~es 
sha%%-fte~-d~sr~p~-er-d~s~~rb-~he-aeadem~e-aftd 
~fts~~~~~~efta%-pre~rams-aftd-sha%%-fte~-res~%~-~ft 
dama~e-~e-er-deraeemeft~-e£-preper~y]. 
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[6~f~9t-ese-er-s~e~ftds-aftd-Phys~ea%-Pae~%~~~es-by 
e~~s~de-S~e~~s;-~he-Sye~em-ae-a-~e~ft~-S~eftee~~ 
eee-er-~~e~ftde-aftd-~hye~ea%-rae~i~~~ee-er-~he 
Sye~em;-ee~ee~a%%y-a~d~~e~~~me;-~ymftas~~me;-aftd 
%a~~e-~eeme;-ey-e~~eise-iftsivis~a%e7-~re~~e-er 
aeeee~a~~efte-eha~%-be-e~b;ee~-~e-~he-re%%ew~ft~ 
r~%es-~ft-Wft~eh-~he-usye~emU-eha%%-~fte%~de-afty 
eem~efteft~-~fte~~~~~~eft~] 
6.91 [6~f~9r~l The program or activity [Sye~em 

w~%%-fte~-~erm~~-~he-~ftree~r~e~ed-~ee-by 
fteft-Sys~em-~~e~~e-er-afty-er-~~e 
rae~i~~~ee~--Wfteftever-fteft-Sye~em-~re~~e 
eha~e-~ft-~he-~ee-er-Sye~em-b~~%d~ft~e,-~~l 
must be upon the invitation of. and 
jointly sponsored by. the U. T. System ~ 
component institution[;-~ftder-~~e-;e~ft~ 
e~efteereh~~;-aftd-wi~h-~he-r~r~her 
~ftde~e~aftd~ft~-~ha~-a%%-eeftd~~~efte 
~everft~ft~-e~eh-e~efteereh~~-are-~e-be-ee~ 
by-~he-Sye~em]. Only the chief 
administrative officer of the u. T. system 
or component institution. or his or her 
delegate. can authorize joint sponsorship. 

6.92 [6~f~9tz] In order for [~he-Sye~em-w~%% 
eft~er-~ft~e] joint sponsorship to be 
appropriate. [er-a-~~e;ee~-er-~~e~~am-eftiy 
~r] the educational implications of a 
program or activity must be [are] self
evident. must [aftd] directly supplement 
the educational purposes of the u. T. 
System or component institution. and must 
not result in financial [aftd-~he~e-~s-~e 
be-fte-~r~va~e] gain for the invited 
individual. group. association. or 
corporation [eee~e~a~~ft~-~ftd~v~d~a%e; 
~~e~~-er-aeeee~a~~efte]. 

[6~f~9t3-~he-Sye~em;-ee~ab%~ehed-ae-a-~~b%ie 
~fte~~~~~~eft-w~~he~~-~e~a~d-~e-~ei~~~ea% 
arr~%~a~~eft-e~-~e%~~~e~e-rai~h,-eaftfte~-be 
a-;e~ft~-s~eftee~-w~~h-afty-ftefteam~~e 
er~aft~ea~~eft-rer-~ei~~iea%-e~-eee~a~~aft 
~a~he~~ft~e~--Heweve~,-~he-a~~ea~aftee-by-e~ 
eft-behair-er-a-eaftd~da~e-re~-~~bi~e-err~ee 
may-be-a~~he~~eed-~ftde~-eeftd~~~efte 
~reee~~bed-by-~he-Bea~d-~ft-See~~eft-~~z-er 
~h~e-eha~~e~~l 

6.93 [6~f~9t4] The u. T. System or component 
institution will be responsible for all 
details of the [;-wheft-eft~e~~ft~-~ft~e-;e~ft~ 
e~eftee~eh~~-er-afty] program or activity, 
including the collection of any fee for 
participation or attendance. and must 
[ase~mee-r~%%-~ee~efte~b~i~~y-rer-a%% 
de~a~ie-aftd-reeervee-~he-~~~h~-~e] approve 
all copy for advertising and [;-ae-we%% 
ae] news releases. 

6.94 [6~f~9t5J The [%~-eha%%-be-~ftde~e~eed-~ha~ 
~he] scheduling of property. buildings. or 
[~he-Sys~emLs] facilities for programs or 
[Sye~em] activities of the u. T. System or 
component institution shall always have 
priority over the scheduling [er 
raeii~~~ee] for programs or activities 
that are jointly sponsored [r~fte~~efte 
e~he~-~ftaft-Sye~em-ae~~v~~~ee]. 
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6.95 [6~f~er6) [in-~ne-eese-e£-pPe~Pems-reP 
wn~en-~ne-Sys~em-~s-e-;e~n~-spenseP-w~~n 
en-~na~v~a~e%7-~Pe~p-eP-eP~en~Be~~en7-~ne) 
The fee to be paid by the invited 
individual. group, association. or 
corporation (ee-spenseP) will be a matter 
for negotiation in each case and will be 
specified in the agreement providing for 
the joint sponsorship. At a minimum. the 
fee must ensure recovery of the cost 
incurred by the U. T. system or component 
institution. 

6.96 As public institutions without political 
or religious affiliation. the u. T. System 
or component institutions cannot be a 
joint sponsor of political or sectarian 
religious events. 

6.(10\ [6~f~~r] Special Use Facilities.-
Notwithstanding any other provisions of this 
Chapter, the chief administrative officer of a 
component institution may designate specific 
facilities (e£-e-eempenen~-~fts~~~~~~en], such 
as special event[s) centers, conference 
centers, concert halls, theaters, or auditoria, 
as Special Use Facilities. The chief 
administrative officer shall cause to be 
prepared and submitted for approval, as a part 
of the Handbook of Operating Procedures of the 
component institution, appropriate rules and 
regulations for the reservation and use of 
(s~en-aes~~ne~ea) Special Use Facilities. The 
(S~en) rules and regulations must restrict the 
reservation and use of such facilities in 
accordance with the following: 
6.(10)1 (6~f~~r~] Designation as a Special Use 

Facility shall not constitute the 
facility (as) a public facility or 
forum that is open to use by 
individuals. (nen-Bn~vePs~~y 
pePsens;) groups, associations, or 
corporations on a first come, first 
served basis. 

6.(10\2 (6~f~~r£) Priority in the reservation 
and use of Special Use Facilities 
shall be given to programs and 
activities of the U. T. System or 
(ena-even~s-spensepea-by-~ne) 
component institution that are in 
furtherance of and related to the 
educational, cultural, recreational, 
and athletic programs of the u. T. 
System or component institution. 

6.(10\3 (6~f~~r~] As a lower priority, the 
(~ns~~~~~~ene%) rules and regulations 
may provide for reservation and use 
of Special Use Facilities by (nen
Bn~vePs~~y) individuals, groups, 
associations~ or corporations(;] 
without the necessity of joint 
sponsorship by the U. T. System or 
component institution. Rates must 
(~ne-~ns~~~~~~en-sne%%-es~eb%~sn 
Pe~es-~e) be charged for the use of 

AAC - 17 



the Special Use Facility that 
[fae~~~~y-~fta~-w~~~], at a minimum, 
ensure [~fts~re] recovery of that part 
of the operating cost of the facility 
attributable directly or indirectly 
to such [fteft-Bft~vers~~Yl use. If the 
[fteft-Bft~vers~~Yl user charges those 
attending an event any admission or 
registration fee, or accepts 
donations from those in attendance, 
the component institution shall 
require the user to make a complete 
account of all funds collected and of 
the actual cost of the event. If the 
funds collected exceed the actual 
cost of the event, the [fteft
Bft~vers~~Yl user shall be required to 
remit such excess funds to the 
component institution as an 
additional charge for the use of the 
Special Use Facility. 

6.(10)4 [6~f~~t4J Subject to all constitutional 
and statutory provisions relating to 
the use of state property or funds 
for religious or political purposes, 
and subject to Subsection 6.(10)3 
[6~f~~t3-aleeve], Special Use 
Facilities may be'made available for 
religious and political conferences 
or conventions. Religious 
organizations applying for use of a 
Special Use Facility must submit 
written evidence from the Internal 
Revenue Service that the organization 
has been granted an exemption from 
taxation under Section 501(c) (3) of 
the Internal Revenue Code. Political 
organizations applying for use of a 
Special Use Facility must present 
written evidence that the 
organization had candidates for 
either state, district, or local 
offices listed on the ballot at the 
last general election. [A-re~~~~e~s 
er-pe~~~~ea~-er~aft~ea~~eft-sfta~~-lee 
perm~~~ea-~e-~se-a-Spee~a~-Bse 
Fae~~~~y-eft~y-efte-~~me-a~r~ft~-a 
ea~eftaar-year~J 

6.10(5) [6~t~~t5] The rules and regulations 
applicable to a Special Use Facility 
may provide (preeea~res] for the 
rental of space for display of 
advertising and the display of 
samples of merchandise in designated 
areas inside the Facility that have 
been approved by the chief 
administrative officer of the 
component institution or his or her 
delegate, and for advertising by 
[~~~ft~ea] displays on an electronic 
scoreboard or message center inside 
the Facility or an outdoor electronic 
marquee or message center on or 
immediately adjacent to the Facility. 
Such rules and regulations may 
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further provide (!lreeedtll"e!l] for .the 
sale of advertising space on ticket 
envelopes for events sponsored by the 
Facility and in any publication of 
the Facility distributed in 
connection with a sponsored event or 
announcing future sponsored events. 

6.(11) Use of Property. Buildings, or Facilities 
for Filming Motion Pictures or Television 
Productions.--The chief administrative 
officer of the u. T. System or a component 
institution or his or her delegate may 
authorize the use of property. buildings. 
or facilities owned or controlled by the 
U. T. System or component institution for 
filming motion pictures or television 
productions under a written agreement 
approved pursuant to U. T. System 
procedures. Requests to film a motion 
picture or television production will be 
reviewed and considered on a case by case 
basis and. subject to the provisions of 
this Subsection. it shall be within the 
discretion of the chief administrative 
officer or his or her delegate to 
determine whether to grant the request. 
The safety of students, faculty. and 
staff; the potential for damage to 
buildings, facilities. or property and for 
disruption of administrative or academic 
programs or other scheduled activities; 
and the subject matter of the film shall 
be of primary consideration in determining 
whether to grant a filming request. 

6.(11)1 The chief administrative officer or 
his or her delegate will be 
responsible for assuring that 
scheduled timeCsl and locationCsl for 
filming do not interfere with 
administrative and academic programs 
or other scheduled activities of the 
U. T. System or component 

6.(11)2 

6.(11)3 

institution. 
The U. T. System or a component 
institution shall not be identified 
as the filming location in the film 
credits or in any media advertising 
for the film. The film may not 
include any building. statue. 
fountain. facility. mark. symbol. or 
logo that identifies the U. T. System 
or a component institution as the 
filming location. This prohibition 
shall not apply to the filming of an 
approved script that relates to the 
life and accomplishments of a present 
or former officer or employee of the 
U. T. System or of the component 
institution at which the script is 
filmed. 
The script for the motion picture or 
television production must be 
approved by the chief administrative 
officer or his or her delegate. 
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6.(1114 The production company must have been 
in existence for at least three (3) 
years and produced one or more motion 
pictures that have been distributed 
and exhibited nationwide or one or 
more television programs that have 
been broadcast by a maier television 
network. e.g. ABC. CBS. FOX. NBC. 

6.(11)5 The production company must provide a 
policy of comprehensive general 
liability and property damage 
insurance issued by a company 
authorized to do business in the 
State of Texas naming the Board of 
Regents. the u. T. System. the 
component institution. and the 
officers and employees of each as 
additional insureds. providing 
coverage for bodily injury and death 
of persons and damage to property 
that result directly or indirectly 
from the negligent or intentional act 
or omission of. or from the use or 
condition of any property. equipment. 
machinery. or vehicle used. operated. 
or controlled by. the production 
company or its officers. employees. 
agents. or subcontractors while on 
property owned or controlled by the 
u. T. System or a component 
institution. The limits of coverage 
shall be determined by the chief 
administrative officer or his or her 
delegate on the basis of the nature 
and extent of the activities to be 
conducted by the production company 
and the property. buildings. or 
facilities to be utilized. In no 
event shall the limits of liability 
for each occurrence be less than five 
million dollars ($5.000.000.00! for 
bodily injury or death of a person 
and one million dollars 
($1.000.000.00! for property damage. 

6.(11!6 A use fee will be established in each 
case based upon the nature and extent 
of the activities of the production 
company and the U. T. System or 
component institution property. 
buildings. facilities. personnel. and 
services that are required to 
accommodate such activities. The use 
fee must be paid in advance by a 
certified or cashier's check made 
payable to the U. T. System or 
component institution. If the 
production company cancels a 
scheduled use. the deposit. less anv 
expense incurred by the u. T. System 
or component institution in 
preparation for such use. will be 
refunded. 
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It is further recommended that the Regents' Rules and Regula
tions, Part Two, Chapter X, Section 9 regarding student union 
facilities be amended as set forth below in congressional 
style: 

Sec. 9. student Center and Student Union Facilities.-
Rules and regulations for the establishment, 
administration and operation of student center or 
union facilities shall be promulgated by 
administrative officials and the chief 
administrative officer at the institution concerned, 
provided that such rules and regulations shall not 
be effective until approved by the appropriate 
Executive Vice Chancellor for inclusion in the 
institutional Handbook of Operating Procedures. 
Rules and regulations for the use of student center 
or union facilities shall be consistent with the 
provisions of the Regents' Rules and Regulations. 
Part One. Chapter VI. Section 6. 

This item requires the concurrence of the Health Affairs Com
mittee. 

BACKGROUND INFORMATION 

The proposed changes to the Regents' Rules and Regulations, 
Part One, Chapter VI, Section 6 are intended to clarify per
missible activities and use of facilities including solicita
tion on institutional and U. T. System property and to provide 
more flexibility to conduct desirable fund raising activities. 
The proposed changes include reordering and retitling for 
easier reference. The most significant proposed changes to 
Section 6 are outlined as follows: 

a. Subsection 6.2 - deletes law enforcement 
personnel from the list of "institutional 
representatives" who may require identifi
cation under this Regental rule as such 
action by police is already clearly autho
rized by the Texas Penal Code 

b. Subsection 6.5 - clarifies regulations 
related to use of alcoholic beverages 

c. Subsection 6.6 - rewritten to clarify 
description of impermissible campus solic
itations; to authorize additional acknowl
edgements and advertisements at athletic 
events; to allow display of advertising 
and merchandise at certain athletic 
events; to allow limited display and dem
onstration of certain computer products 
upon official invitation; to add new lan
guage on distribution of certain publica
tions; to delete redundant language at 
Subdivision 6.62{a) concerning contract 
approvals; to include "food service" in 
addition to "cafeteria" within the permis
sible commercial activities on campus; to 
clarify the extent of permissible char
itable solicitation by a qualified Sec
tion 50l{c) (3) entity; and to outline 
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the parameters for raffles conducted by 
a registered student organization as 
authorized by House Bill 227, amending 
Article 179(f) of Vernon's Texas Civil 
statutes, the Charitable Raffle Enabling 
Act 

d. Subsection 6.(10) -makes policy concern
ing use of facilities by religious organi
zations consistent with a recent Supreme 
Court decision 

e. Subsection 6.(11) -outlines policy for 
limited permission for filming on campus. 
This policy was drafted with the assis
tance of the Texas Film Commission. 

The proposed amendment to Part Two, Chapter X, Section 9 adds 
a clarifying cross-reference between Section 9 and the primary 
rules governing use of student union and student center facil
ities contained in Part One, Chapter VI, Section 6. 

The substantive changes to these Sections were reviewed by 
the institutional chief administrative officers prior to 
publication of the Material Supporting the Agenda. This 
version of the proposed amendments is being reviewed again 
by the components prior to the February 1996 u. T. Board of 
Regents' meeting. If minor changes are required, they will 
be presented before or at the time of the meeting. 

3. U. T. System: Recommendation to Amend the Requirement 
that International Students Maintain Approved Comprehen
sive Health Insurance or Coverage (Catalog Changes).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs and the Executive Vice 
Chancellor for Health Affairs that the u. T. Board of Regents 
amend its February 1994 requirement concerning comprehensive 
health insurance or coverage for international students 
enrolled at u. T. System component institutions as set out 
below in congressional style: 

a. Require international students holding 
nonimmigrant visas and living in the 
United States to maintain approved compre
hensive health insurance or coverage while 
enrolled at U. T. System component insti
tutions. except as provided in item d. 
below 

b. Authorize each component institution to 
assess each such international student a 
health insurance fee (as an incidental fee 
authorized by Texas Education Code Sec
tion 54.504) in the amount of the premium 
approved for the U. T. System Student 
Health Insurance Plan for the actual cost 
of the insurance provided where there is 
no evidence of continuing coverage under 
the u. T. System Employee Health Plan 
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or a comparable mandatory employee plan, 
continuing mandatory coverage through a 
government sponsored health plan (which 
covers health care in the United States 
and complies with the federal Civil Rights 
Restoration Act of 1987) or continuing 
coverage that satisfies the requirements 
of United States Information Agency (USIA) 
regulations with regard to J-1 and 
J-2 visaholders. Further, authorize the 
assessment of an incidental fee in the 
amount of the appropriate premium for 
dependents of J-1 visaholders as required 
by these federal regulations and require 
international students to immediately 
notify the institution should there be a 
lapse in approved alternative coverage 

c. Encourage all international students to 
participate in the U. T. System Student 
Health Insurance Plan 

d. Except from the insurance requirement. 
students from a bordering nation attending 
a component institution in a county adja
cent to the nation in which the student 
legally resides 

~ Authorize catalog changes for all com
ponent institutions to make this 
requirement effective with the Fall 
Semester 1996 [~99+]. 

This item requires the concurrence of the Health Affairs 
Committee. 

BACKGROUND INFORMATION 

The u. T. Board of Regents enacted a uniform requirement of 
comprehensive health insurance or coverage for certain inter
national students at its February 1994 meeting. Following 
further review and experience with the requirement, the pro
posed amendment is recommended to exclude certain citizens 
of a bordering nation (Mexico) from the requirement if they 
attend a U. T. component institution located in a county which 
borders on Mexico (U. T. Brownsville, U. T. El Paso, and U. T. 
Pan American). 

The proposed change has been reviewed by the Office of General 
Counsel and found to be consistent with the goals of federal 
law (North America Free Trade Act) and to maintain a rational 
relationship to the University's goals of keeping students in 
school and to the requirements of the United States Informa
tion Agency aimed at preventing visaholders from becoming pub
lic charges. The demonstrated problems related to lack of 
access to medical care for international students have not 
involved students from Mexico. The proposed change has also 
been reviewed by the chief administrative officers, the U. T. 
System Student Insurance Study Group, and the U. T. System 
Student Advisory Group. 

If this recommendation is approved, the Minute Order will 
reflect that the next appropriate catalogs published at the 
respective institutions will conform to this action. 
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4. U. T. Pan American: Request for Authorization to Estab
lish a Master of Arts Degree in Criminal Justice and to 
Submit the Proposed Degree Program to the Coordinating 
Board for Approval (Catalog Change).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs and President Nevarez 
that authorization be granted to establish a Master of Arts 
degree in Criminal Justice at U. T. Pan American and to 
submit the proposal to the Texas Higher Education Coordinat
ing Board for review and appropriate action. The proposed 
master's degree program is consistent with u. T. Pan 
American's approved Table of Programs and institutional plans 
for offering quality degree programs to meet student needs. 
A description of the degree program is included in the Back
ground Information of this agenda item. 

Upon approval by the Coordinating Board, the next appropriate 
catalog published at U. T. Pan American will be amended to 
reflect this action. 

BACKGROUND INFORMATION 

Program Description 

The proposed Master of Arts degree in Criminal Justice will 
be administered by the Department of Criminal Justice at U. T. 
Pan American. The proposed program has been developed with 
the following educational objectives: 

a. To enhance students' competence in the prin
ciples and methods of criminal justice admin
istration 

b. To prepare students for administrative and 
management positions in federal, state, and 
local criminal justice agencies 

c. To prepare students for entry level positions 
requiring graduate degrees such as selective 
positions in federal probation, parole, and 
law enforcement agencies 

d. To prepare students for academic study beyond 
the master's degree 

e. To develop, through faculty and graduate stu
dent research, a criminal justice knowledge 
base concerning issues unique to the region, 
including Mexico and South America 

f. To provide a resource for federal, state, and 
local criminal justice agencies in need of 
assistance. 
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All students will take a common core of courses plus desig
nated electives. The proposed program has three options: 
a thesis option, which requires thesis submittal to a Thesis 
Committee; an applied project option, which requires project 
submittal to an Applied Project Committee; and a non-thesis/ 
project option, which requires the student to take an addi
tional six hours of courses from a list of available criminal 
justice electives and graduate courses from other disciplines. 
A final written examination is also required for all students. 
Anticipated date for implementation of the program and admis
sion of students is September 1996 or upon approval by the 
Coordinating Board. 

Because the majority of u. T. Pan American students are bilin
gual Hispanics, law enforcement agencies will find graduate 
students in criminal justice particularly attractive candi
dates for employment in the region. Being near the United 
States/Mexico border, u. T. Pan American is ideally located 
to address some of the problems associated with a binational 
community and with the explosive population growth along the 
border. According to the McAllen Chamber of Commerce, 
7.1 million persons, including citizens of the United States 
and Mexico, live within a 150-mile radius of McAllen. Yet, 
while four other master's degree programs in criminal justice 
are available in Texas, there is a dearth of research about 
the Mexican and South American criminal justice systems. 
Research on the criminal justice systems of Mexico and South 
America is expected to be conducted by both faculty and stu
dents. 

Based on a survey of 540 undergraduate criminal justice 
students, 84% indicated a "strong" interest in a master's 
degree in criminal justice. Of those respondents reporting 
a 3.0 grade point average or greater (14%), 84% (64 students) 
indicated they would enroll in the master's program. 

ouality 

students must be accepted by the u. T. Pan American Graduate 
School. Unconditional admission criteria include: 

a. Academic preparation including a bachelor's 
degree in criminal justice, criminology, cor
rections, police administration or closely 
related field; a bachelor's degree in another 
field with graduate work in political science, 
psychology, public administration, sociology, 
or social work; or undergraduate work in sta
tistics, research methods, and criminological 
theory 

b. A score of 600 or above on the Test of English 
as a Foreign Language for foreign national 
students 

c. A grade point average (GPA) of 2.75 or higher 
for the last 60 semester credit hours for stu
dents with a GPA of less than 3.0 overall. 

Probationary admission would be considered for applicants not 
meeting the above criteria, with such students being required 
to take prerequisite courses, as needed, and to achieve cer
tain grade point averages for continuation in the program. 
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Currently, four full-time faculty members with terminal 
degrees are available to teach in the program. One new simi
larly qualified full-time faculty member is anticipated within 
the first five years. Beginning in the second year, graduate 
teaching assistants will be added to teach selected undergrad
uate courses, thus permitting regular faculty to devote more 
time to teaching master's-level courses. 

Estimated cost for the proposed program, including previous 
expenditures of $10,000 for library resources in the three 
years prior to anticipated program implementation, is $287,146 
for the first five years. State appropriations are expected 
to contribute $94,000 in the last three years of the period 
and South Texas/Border Initiative funding would contribute 
$176,146 of the required amount. Higher Education Assistance 
Fund resources would make up the difference. 

Summary 

u. T. Pan American is requesting authorization to establish a 
Master of Arts degree in Criminal Justice and to submit the 
proposed program to the Texas Higher Education Coordinating 
Board for approval. A strong need for this degree exists in 
the region. The proposed degree will help fill this need and 
will allow u. T. Pan American to meet the educational needs of 
students and community constituents in its region. 

A copy of the proposal for the Master of Arts degree in Crimi
nal Justice is on file in the U. T. System Office of Academic 
Affairs. 

5. U. T. Pan American: Request for Authorization to Estab
lish a Master of Fine Arts Degree with a Maier in Art and 
to Submit the Proposed Degree Program to the Coordinating 
Board for Approval (Catalog Change>.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs and President Nevarez 
that authorization be granted to establish a Master of Fine 
Arts degree with a Major in Art at u. T. Pan American and to 
submit the proposal to the Texas Higher Education Coordinating 
Board for review and appropriate action. The proposed mas
ter's degree program is consistent with U. T. Pan American's 
approved Table of Programs and institutional plans for offer
ing quality degree programs to meet student needs. A descrip
tion of the degree program is included in the Background 
Information of this agenda item. 

Upon approval by the Coordinating Board, the next appropriate 
catalog published at U. T. Pan American will be amended to 
reflect this action. 
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BACKGROUND INFORMATION 

Program Description 

The proposed Master of Fine Arts with a Major in Art degree 
program is a 60 semester credit hour program administered 
by a graduate art coordinator in conjunction with a graduate 
studies committee in the Department of Art at u. T. Pan 
American. Thirty-three hours of studio courses, including 
24 hours of concentration courses and nine hours of minor 
courses, must be taken. Additionally, the student must take 
twelve hours of art history courses, nine hours of core 
courses/seminars, and six hours of electives. The proposed 
program has been developed with the following educational 
objectives: 

a. To provide art students the opportunity 
for concentrated study in a major area 

b. To enrich students' backgrounds in art 
through multicultural experiences 

c. To provide students with the knowledge 
and credentials necessary to teach art at 
the university and college levels 

d. To prepare minority students for positions 
in higher education. 

The proposed program includes a requirement for field expe
riences in Mexico. The purpose of these experiences is two
fold: to gain an understanding of the nature of art produced 
by the Mexican artist and to broaden the student's knowledge 
within his or her chosen field. 

After completing 30 semester credit hours, all students will 
be reviewed by the graduate committee. The focus of the 
review will be on the student's studio work and his or her 
eligibility for the status of candidate for the Master of 
Fine Arts. 

students also are required to present an exhibition of works, 
the content of which is determined by the student and the 
major professor. This requirement includes installation of 
the exhibit, publicity for the event, and preparation of a 
graduate paper which would include a physical description of 
the works and the ideological basis for the exhibit. 

While numerous Master of Fine Arts in Art and Master of Arts 
in Art programs are offered in Texas, none are in the Rio 
Grande Valley. Many students in this area of Texas cannot 
afford to leave the area to pursue the master's degree. 
Since the Master of Fine Arts is considered the terminal 
degree in studio art, this proposed program would enable 
students to earn the necessary credentials for university
level teaching and professional art careers as well as to 
enhance their skills within their current positions. Addi
tionally, because students will have the opportunity to 
explore the art of Mexico and because only one similar degree 
program exists in Mexico, interest from Mexican nationals is 
expected to be high. 
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In a survey of 122 undergraduate art majors, 87% indicated 
an interest in pursuing a master's degree. A survey of local 
employers (primarily local school districts) indicated a 
highly favorable response regarding the value added to their 
business in particular (79%) and the Rio Grande Valley in 
general (92%). From these surveys and other inquiries, annual 
enrollment is expected to be between 12 and 15 students. The 
proposed date for implementation of the program and admission 
of students is Fall 1996, or upon approval by the Coordinating 
Board. 

Quality 

Students must be accepted by the u. T. Pan American Graduate 
School. Additional criteria for admission include: 

a. Academic preparation including a Bachelor 
of Fine Arts degree (minimum of 60 hours 
in art) and a grade point average of 3.0 
in art studies 

b. Submittal of a portfolio of slides of 
recent works 

c. Three letters of recommendation from 
specified individuals 

d. Submittal of a personal statement of 
purpose. 

Currently, seven full-time faculty members are available to 
teach in the program. Two new full-time faculty members are 
anticipated within the first five years. 

Estimated cost for the proposed program, including previous 
expenditures of $30,000 for library resources and equipment in 
the three years prior to program implementation, is $541,958 
for the first five years. While state appropriations are 
expected to contribute $140,000 in the last three years of the 
period, South Texas/Border Initiative funding would contribute 
the majority, $331,958, of the required amount. Higher Educa
tion Assistance Fund resources would make up the balance. 

Summary 

u. T. Pan American is requesting authorization to establish 
a Master of Fine Arts with a Major in Art and to submit the 
proposed degree program to the Texas Higher Education Coordi
nating Board for approval. A demonstrated need exists for 
this degree in the region. The proposed degree will help to 
fill this need and will allow U. T. Pan American to meet the 
educational needs of students and community constituents in 
its region. 

A copy of the proposal for the Master of Fine Arts degree with 
a Major in Art is on file in the U. T. System Office of Aca
demic Affairs. 
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6. u. T. Pan American: Request for Authorization to Estab
lish a Master of Science Degree in Computer Science and 
to Submit the Proposed Program to the Coordinating Board 
for Approval (Catalog Change!.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs and President Nevarez 
that authorization be granted to establish a Master of Science 
degree in Computer Science at U. T. Pan American and to submit 
the proposal to the Texas Higher Education Coordinating Board 
for review and appropriate action. The proposed degree pro
gram is consistent with u. T. Pan American's approved Table of 
Programs and institutional plans for offering quality degree 
programs to meet student needs. A description of the degree 
program is included in the Background Information of this 
agenda item. 

Upon approval by the Coordinating Board, the next appropriate 
catalog published at u. T. Pan American will be amended to 
reflect this action. 

BACKGROUND INFORMATION 

Program Description 

U. T. Pan American's Master of Science in Computer Science has 
been designed to: 

a. Prepare students to assume applied comput
ing and computer management positions in 
business, government and education 

b. Provide continuing education to industry 
and education professionals in the region 

c. Prepare students to continue graduate 
studies at the doctoral level. 

To be administered by the Department of Computer Science, 
the proposed Master of science in Computer Science is a 
36 semester credit hour program consisting of 12 core credit 
hours, 18 elective credit hours and six credit hours of proj
ect work. A final examination and a six hour master's project 
are required of all students. Initial enrollment of students 
is planned for Fall 1996, or following Coordinating Board 
approval. 

The need for computing professionals continues to increase, 
both regionally and nationwide. In Texas alone, the Texas 
Employment Commission predicts that 36,050 new jobs will 
occur between 1993 and the year 2000, an increase of 41.4%. 
While 21 Texas universities offer a master's degree in Com
puter Science, the region served by U. T. Pan American, with 
a population of 700,000, does not have a graduate program 
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in computer science. U. T. Brownsville, U. T. Pan American, 
south Texas Community College, and Texas State Technical 
College offer undergraduate college courses in computer sci
ence which require graduate-level training for their facul
ties. Representatives of all of these programs have indicated 
an unmet need for part-time and full-time faculty. Assuming 
that graduate students would reflect the same ratio as under
graduates, 85% would be Hispanic, and most would have a strong 
commitment to the Rio Grande Valley. 

Potential enrollment has been estimated based on current stu
dents, past students with whom contact has been maintained, 
and other prospective students who have inquired about such 
a program. Based on this estimated demand, an initial cohort 
of ten students in the first year is expected, with an average 
class size leveling out at the mid-twenties within five years. 

Program Quality 

Standard u. T. Pan American Graduate School admission criteria 
would apply. For unconditional admission, applicants must 
have a grade point average of 3.0 on a 4.0 scale, a score of 
600 on the Test of English as a Foreign Language (if appli
cable), three letters of recommendation, and proper under
graduate preparatory work. Probationary admission will be 
considered in certain circumstances. 

Because many students are expected to be employed full-time 
off campus, at least one course per semester will be offered 
at night, with other courses offered in the late afternoon. 
Because this program could attract students from as far 
as 60 miles away, the use of distance learning techniques, 
including the Internet and videoconferencing, will be 
explored. The program complies with the Association for 
Computing Machinery curriculum guidelines. 

The current computing faculty of seven members, with assis
tance from ten affiliated faculty from other departments, is 
sufficient to implement the program. However, four graduate 
teaching assistants and one staff member will need to be added 
to the department to allow current faculty to shift some 
teaching effort from the undergraduate program to the new 
master's program. As library resources for computer science 
at u. T. Pan American are relatively weak, an annual alloca
tion of approximately $7,000 for monographs and journals has 
been included in the budget. Additionally, Unix workstations 
are needed at a five-year average cost of approximately 
$15,000 per year. Most of the anticipated new costs related 
to the program will be funded by the south Texas/Border Ini
tiative in the first five years. The program is intended to 
be formula funded after that time. 

summary 

u. T. Pan American is requesting authorization to establish 
a Master of Science degree in Computer Science and to submit 
the proposed program to the Texas Higher Education coordinat
ing Board for approval. A definite regional need exists for 
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this degree, and the proposed program will help fulfill U. T. 
Pan American's desire to serve the educational needs of stu
dents and employers in the Rio Grande Valley. The program is 
expected to become self-supporting within five years. 

A copy of the proposal for the Master of Science degree in 
Computer Science is on file in the u. T. System Office of 
Academic Affairs. 

7. U. T. Permian Basin: Request for Authorization to Estab
lish a Master of Professional Accountancy Degree Program 
and to Submit the Proposed Degree Program to the Coordi
nating Board for Approval (Catalog Change>.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs and President Sorber that 
authorization be granted to establish a Master of Professional 
Accountancy degree program at U. T. Permian Basin and to sub
mit the proposal to the Texas Higher Education Coordinating 
Board for review and appropriate action. The proposed mas
ter's degree program is consistent with U. T. Permian Basin's 
approved Table of Programs and institutional plans for offer
ing quality degree programs to meet student needs. A descrip
tion of the degree program is included in the Background 
Information of this agenda item. 

Upon approval by the Coordinating Board, the next appropriate 
catalog published at u. T. Permian Basin will be amended to 
reflect this action. 

BACKGROUND INFORMATION 

Program Description 

The proposed Master of Professional Accountancy degree is a 
36 semester credit hour program administered by the faculty 
of Accountancy and Information Systems within the School of 
Business at u. T. Permian Basin. The proposed program is 
designed to meet the new 150 semester credit hour curriculum 
requirement mandated by the Texas State Board of Public 
Accountancy to be effective for the November 1997 certified 
Public Accountant (CPA) examination. The proposed program 
builds upon and integrates with the existing bachelor's degree 
program. Particular attention has been paid to meeting new 
and emerging requirements currently faced by accounting pro
fessionals, such as professional ethics, communication skills, 
and research skills. 

Anticipated date for implementation of the program and admis
sion of students is September 1997 or upon approval by the 
coordinating Board. 
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Beginning in the Fall of 1997, individuals will be required to 
have completed an accounting curriculum of at least 150 semes
ter credit hours before taking the Certified Public Accoun
tant (CPA) examination in Texas. The minimum requirement for 
a bachelor's degree is 120 semester credit hours and for a 
master's degree, 30 semester credit hours. Thus, most stu
dents who seek to become Certified Public Accountants will 
choose to pursue a master's degree rather than to take extra 
hours beyond those required for a bachelor's degree. Approxi
mately 160 majors are currently enrolled in the undergraduate 
accounting program at U. T. Permian Basin, which would yield 
an estimated enrollment of 40 full-time students. (The Coor
dinating Board indicates that, nationally, 40% of all employed 
accountants are CPAs.) 

Additional demand for the program and selected courses in the 
program is anticipated from accountants returning to school 
for graduate work as a matter of personal enrichment or as a 
joq requirement for advancement. The more than 600 CPAs in 
the Permian Basin area would have available an alternative 
means of completing the continuing professional education 
annually required. U. T. Permian Basin is currently a regis
tered provider of continuing education with the Texas State 
Board of Public Accountancy. 

Quality 

Seven core accounting courses would be required for the Master 
of Professional Accountancy, including Advanced Accounting, 
Information Systems Management, Accounting Theory, Profes
sional Ethics, Advanced Tax, Electronic Data Processing Audit
ing, and Accounting Research. In addition, students would be 
required to complete Financial Management: Theory and Tech
niques; Management Strategy/Policy; and nine hours of graduate 
business electives. Students who have completed their junior 
year in the undergraduate program in Accountancy and Informa
tion systems at u. T. Permian Basin with a grade point aver
age (GPA) of 3.0 or better in the last 90 hours of credit may 
apply for admittance to the Master of Professional Accountancy 
program. Students who have previously completed a baccalaure
ate degree may also apply for admission to the Master of 
Professional Accountancy program. Leveling courses may be 
required of these students. Admission requirements include 
taking the Graduate Management Admissions Test (GMAT), with 
regular status admission requiring a grade point average times 
200 plus the GMAT score for a total index of 1120 or higher. 

Five full-time faculty support the program. All are CPAs and 
three hold the Ph.D. degree. Three of the faculty are cur
rently engaged in a research project sponsored by the Texas 
Society of Certified Public Accountants. 

Additional faculty costs (one new position in year three and 
another in year five) are anticipated. 

No new funding will be required for this program for the 
first two years of implementation. Such funding that may be 
required in years three through five will come from the real
location of existing state appropriations. 
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The proposed program will not alter significantly the alloca
tion of distribution of funds for the undergraduate program 
in Accountancy and Information Systems or any related disci
plines. 

Summary 

u. T. Permian Basin is requesting authorization to establish 
a Master of Professional Accountancy and to submit the pro
posed degree program to the Texas Higher Education Coordinat
ing Board for approval. New requirements for taking the 
examination to become a Certified Public Accountant help 
create a strong need for this degree in the region. The 
proposed program will help to fill this need and will allow 
u. T. Permian Basin to meet the educational needs of students 
and constituents in its region. 

A copy of the proposal for the Master of Professional Accoun
tancy degree is on file in the U. T. System Office of Academic 
Affairs. 
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Health Affairs Committee 



Date: 

T1me: 

HEALTH AFFAIRS COMMITTEE 
Committee Chairman Loeffler 

February 8, 1996 

Following the meeting of the Academic Affairs 
Committee 

Place: Room 310, Geological Sciences Building 
u. T. El Paso 

1. 

2. 

3. 

u. T. Southwestern Medical Center - Dallas 
(U. T. Southwestern Medical School -
Dallas): Recommendation for the Estab
lishment of (a) a Department of Molecular 
Biology and Oncology and (b) a Department 
of Plastic Surgery and to Submit the Pro
posals to the Coordinating Board for 
Approval (Catalog Change) Effective 
September 1, 1996 

U. T. Health Science Center - San Antonio 
(U. T. G.S.B.S.- San Antonio): Recom
mendation to Establish a Department of 
Molecular Biomedical Sciences and to 
Submit the Proposal to the Coordinating 
Board for Approval (Catalog Change) 

U. T. Health Science Center - San Antonio 
(U. T. Nursing School- San Antonio): 
Recommendation for Authorization for 
Course Offerings at Three Outreach Sites 
and to Submit the Proposals to the 
Coordinating Board for Approval (Catalog 
Change) 
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1. U. T. Southwestern Medical Center - Dallas CU. T. South
western Medical School- Dallas>: Recommendation for the 
Establishment of Cal a Department of Molecular Biology 
and Oncology and Cbl a Department of Plastic Surgery and 
to Submit the Proposals to the Coordinating Board for 
Approval <Catalog Change) Effective September 1. 1996.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Health Affairs and President Wildenthal 
that authorization be granted for the U. T. southwestern 
Medical School - Dallas at the U. T. Southwestern Medical 
Center - Dallas to: 

a. Establish a Department of Molecular 
Biology and Oncology 

b. Establish a Department of Plastic surgery. 

In addition, authorization is requested to submit the propos
als to the Texas Higher Education Coordinating Board for 
approval. 

Upon approval by the Coordinating Board, the proposed reorga
nization of the Department of Biochemistry and the Department 
of Surgery as set forth in the Background Information will 
become effective September 1, 1996, and the next appropriate 
catalog published at the U. T. Southwestern Medical Center -
Dallas will be amended to reflect this action. 

BACKGROUND INFORMATION 

Proposed is an administrative reorganization to create two new 
departments within the U. T. Southwestern Medical School -
Dallas. 

Over the last three decades, the Department of Biochemistry 
has grown to encompass a faculty of forty scientists who span 
a broad spectrum of basic biomedical science. In spite of an 
active search led by Nobel Laureate Al Gilman, M.D., the Chair 
of the Department of Biochemistry has been vacant for four 
years. 

Meanwhile, the U. T. Southwestern Medical center - Dallas has 
been the recipient of a $7.5 million endowment gift to estab
lish a Center for Basic Research in Cancer, and this gift is 
being matched with another $7.5 million, creating a $15 mil
lion endowed center. The search for a director of this center 
has been led by Mike Brown, M.D., one of u. T. Southwestern's 
first Nobel Laureates. Recently, Drs. Gilman and Brown, on 
behalf of their respective search committees, recommended that 
the molecular biology component of the Department of Biochem
istry be separated from that department and combined with the 
resources of the Center for Basic Research in Cancer to create 
a new Department of Molecular Biology and Oncology. This 
proposal was reviewed and endorsed by the Dean's Advisory 
Council and by the Faculty Council as the most appropriate 
structure for management of financial and human resources. 
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The proposed new department will make it possible to recruit 
as its chair an internationally distinguished molecular 
biologist conducting basic research of direct relevance to 
cancer biology. It will also simplify the task of identify
ing a distinguished biochemist to chair the Department of 
Biochemistry. 

Eight members of the existing Department of Biochemistry will 
constitute the faculty of the proposed new Department of 
Molecular Biology and oncology. No new funds will be required 
since all support will be transferred from the Department of 
Biochemistry. 

The Division of Plastic and Reconstructive Surgery has existed 
within the Department of Surgery at the U. T •. Southwestern 
Medical School - Dallas for more than three decades. Over the 
last decade, the program has expanded and assumed a major role 
in providing reconstructive care to trauma victims and cancer 
patients at Parkland, zale Lipshy, and Children's Hospitals. 
The program incorporates successful and highly competitive 
postgraduate training and conducts innovative clinical 
research. The Division of Plastic and Reconstructive Surgery 
has achieved sufficient national stature to warrant full 
departmental status. 

Twelve faculty positions and corresponding operating funds 
will be transferred from the Department of Surgery to the new 
Department of Plastic surgery. No additional funds will be 
required. 

Copies of the proposals are on file in the u. T. System Office 
of Health Affairs. 

2. U. T. Health Science Center - San Antonio cu. T. 
G.S.B.S.- San Antoniol: Recommendation to Establish a 
Department of Molecular Biomedical Sciences and to Submit 
the Proposal to the Coordinating Board for Approval 
(Catalog Change).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Health Affairs and President Howe that 
authorization be granted to the U. T. G.S.B.S. - San Antonio 
at the u. T. Health Science Center - San Antonio to establish 
a Department of Molecular Biomedical Sciences and to submit 
the proposal to the Texas Higher Education Coordinating Board 
for approval. 

Upon approval by the Coordinating Board, the next appropriate 
catalog published at the U. T. Health Science Center - San 
Antonio will be amended to reflect this action. 
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BACKGROUND INFORMATION 

The development of this new department by the u. T. Health 
Science Center - San Antonio is the logical consequence of 
the creation of the Institute of Biotechnology in July 1991. 
In October 1993, the U. T. Board of Regents and the Coordi
nating Board approved the establishment of a graduate program 
in Molecular Medicine at the Institute of Biotechnology. Six 
students were admitted into the program in Fall 1994; eleven 
were accepted in 1995; and it is anticipated that fifteen to 
eighteen students will be admitted for 1996. 

The proposed Department of Molecular Biomedical Sciences is 
needed to effectively administer the growth of the Institute 
of Biotechnology and to promote the planning and implemen
tation of departmental goals. It will provide an identity 
and an administrative organization for the faculty that will 
in turn help attract outstanding scholars. The new depart
ment will also formalize an academic focus for the faculty 
and provide students with an administrative and educational 
structure in which to develop their academic identities in 
the profession to which they aspire. 

The Institute of Biotechnology h.as a total of $13.2 million 
in committed federal and nonfederal grants for the next 
3 to 5 years and currently receives an annual state appropria
tion totaling $5.5 million. Therefore, it is anticipated that 
no additional state funds would be required for the creation 
of this new department. 

A copy of the proposal is on file in the u. T. System Office 
of Health Affairs. 

3. U. T. Health Science Center - san Antonio CU. T. Nursing 
School- San Antonio): Recommendation for Authorization 
for Course Offerings at Three outreach Sites and to 
Submit the Proposals to the Coordinating Board for 
Approval {Catalog Changel.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Health Affairs and President Howe that 
authorization be granted for the U. T. Nursing School - San 
Antonio at the U. T. Health Science Center - San Antonio to 
provide offerings as described below at three outreach sites: 

a. Extend the Master of Science in Nursing on 
the campus of u. T. Brownsville 

b. Offer the Master of science in Nursing on 
the campus of Texas A&M International 
University in Laredo 

c. Make the post-Master of Science in Nursing 
aspects of the Doctor of Philosophy, with 
a focus in nursing, available on the cam
pus of Texas A&M University - Corpus 
Christi. 
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Further, it is recommended that authorization be granted to 
submit the proposals to the Texas Higher Education Coordinat
ing Board for approval. 

Upon approval by the Coordinating Board, the next appropriate 
catalog published at the u. T. Health Science Center - San 
Antonio will be amended to reflect this action. 

This item requires the concurrence of the Academic Affairs 
Committee. 

BACKGROUND INFORMATION 

The proposed nursing offerings at the three South Texas out
reach sites are a part of the U. T. Health Science Center -
San Antonio's planned projects under the South Texas/Border 
Region Health Professional Education Initiative authorized and 
funded by the 74th Texas Legislature to be used by the insti
tution to "expand graduate medical education, including family 
practice resident training programs, and other health profes
sional education in the South Texas/Border Region." 

The u. T. Nursing School - San Antonio (under the degree 
granting authority of the u. T. G.S.B.S. - San Antonio) has 
been providing courses leading to the Master of Science in 
Nursing (MSN), with a major in Medical Surgical Nursing, on 
the campus of U. T. Brownsville since 1990 as part of a five
year plan of program offerings to assist with the development 
of advanced practice nurses in the Lower Rio Grande Valley. 
To date there have been twenty Master of Science in Nursing 
graduates. The program was scheduled to conclude with the 
Summer of 1995. The present request is to extend the offer
ings for three years, beginning with Fall 1996, and to offer 
a major in Acute Nursing Care of the Adult for two complete 
cycles of the MSN courses. The courses would be provided on 
the campus of U. T. Brownsville through a combination of 
interactive television and courses taught on the campus. It 
is expected that approximately twenty students will enroll. 

The U. T. Nursing School - San Antonio is also requesting 
approval to offer the Master of Science in Nursing, with a 
major in Acute Nursing Care of the Adult, on the host campus 
of Texas A&M International University in Laredo. There 
presently is no local program for the education of advanced 
practice nurses in the Laredo area. Texas A&M International 
University just recently initiated a Bachelor of Science in 
Nursing program. Approval of this request would allow for 
two complete cycles of the Master of science in Nursing 
courses. The courses would be provided on the campus of Texas 
A&M International University through a combination of courses 
taught via interactive television and courses taught on site. 
It is expected that approximately twenty students will enroll. 

In addition, the u. T. Nursing School - San Antonio (under the 
degree granting authority of the U. T. G.S.B.S. - San Antonio) 
is requesting approval to provide access to the post-Master 
aspects of the Doctor of Philosophy in Nursing on the host 
campus of Texas A&M University - Corpus Christi. Six courses 
would be taught via interactive television and on site in 
Corpus Christi. One additional course would require that 
students attend summer classes in San Antonio. This would be 
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a limited plan, Fall 1996 - Spring 1999 for the specific 
course offerings, with the remaining aspects of the program 
(dissertation, etc.) conducted through the u. T. Health 
Science Center - San Antonio, with responsibility continuing 
until each matriculating student has completed the require
ments. It is expected that approximately thirteen students 
would be admitted, with enrollment limited to Fall 1996 and 
Fall 1997. 

The proposed programs would assist in providing a developing 
base of advanced practice nurses in the three areas of South 
Texas. They would also provide a source of faculty for the 
Associate Degree in Nursing in Brownsville and the new 
Bachelor of Science in nursing program in Laredo. In addi
tion, developmental opportunities for the faculties at U. T. 
Brownsville and Texas A&M International University would be 
provided as they plan for implementation of their own graduate 
nursing programs. In Corpus Christi, the proposed program 
will provide access to doctorally prepared faculty for the 
nursing education programs in the region. The proposed pro
gram will also increase the number of clinical nurse 
researchers to promote the development of nursing knowledge 
and enhance patient care in the region. 

Costs for the program in Brownsville are projected at $119,507 
for FY 1996 and $200,000 for FY 1997. The programs in Laredo 
are projected to cost $109,100 for FY 1996 and $241,138 for 
FY 1997. In Corpus Christi, the costs for the program are 
projected at $142,563 for FY 1996 and $400,000 for FY 1997. 
Funding would be provided through the 74th Texas Legislature 
appropriation to the U. T. Health Science Center - San Antonio 
for the South Texas/Border Region Health Professional Educa
tion Initiative. The funding to date is for two years. It is 
expected, however, that continuation funding will be provided 
at least through FY 1998 and FY 1999, since the award is to 
conduct academic programs which would take longer than two 
years to make a reasonable regional impact. · 

Copies of the three proposals are on file in the U. T. System 
Office of Health Affairs. 
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Date: 

Time: 

FACILITIES PLANNING AND CONSTRUCTION COMMITTEE 
committee Chairman Temple 

February 8, 1996 

Following the meeting of the Health Affairs 
Committee 

Place: Room 310, Geological Sciences Building 
u. T. El Paso 

1. U. T. Arlington: Request for Authorization 

2. 

3. 

4. 

5. 

to Amend the U. T. System FY 1996-2001 Capital 
Improvement Program to Delete Bauder College 
Renovation and Environmental Center Renovation 
and to Add Student Services/Registration Build
ing 

u. T. Arlington: Request to Appropriate 
$3,000,000 from Revenue Financing System Bond 
Proceeds for the Campus Information Technology 
Upgrade Project and Approval of Use of Revenue 
Financing system Parity Debt, Receipt of Cer
tificate, and Finding of Fact with Regard to 
Financial Capacity 

u. T. Austin: Formal Presentation of campus 
Master Plan and Request for Concurrence in 
Principle 

u. T. Austin: Consideration of Alternatives 
for the Renovation and/or Expansion of Memorial 
Stadium and Related Athletic Facilities 

u. T. Tyler: Authorization to Purchase 
1.7 Acres of Land and Improvements Located at 
3410 Varsity Drive, Tyler, Smith County, Texas 
(University Place Retail Center); Submission 
of the Purchase to the Coordinating Board; 
Authorization to Complete the Shelled Space 
and Renovate a Portion of the Project; Appro
priation Therefor; Authorization to Execute 
Documents; and Approval for Use of Revenue 
Financing System Parity Debt, Receipt of Cer
tificate, and Finding of Fact with Regard to 
Financial Capacity 
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1. U. T. Arlington: Request for Authorization to Amend the 
U. T. System FY 1996-2001 Capital Improvement Program to 
Delete Bauder College Renovation and Environmental Center 
Renovation and to Add student Services/Registration 
Building.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs, the Executive Vice 
Chancellor for Business Affairs, and President Witt that the 
u. T. Board of Regents: 

a. Amend the u. T. System FY 1996-2001 
Capital Improvement Program (CIP) to 
delete the following U. T. Arlington 
projects: Bauder College Renovation 
on CIP Page D.7 and Environmental 
Center Renovation on CIP Page D.9 

b. Amend the CIP to add a U. T. Arlington 
student Services/Registration Building 
at an estimated total project cost of 
$14,775,000 to be funded by $2,857,000 
from Permanent University Fund Bonds -
Special Program reallocated from the 
two deleted projects and $11,918,000 
from General Use Fee - Special Program 
as shown on Page FPCC - 3. 

BACKGROUND INFORMATION 

Based on an architectural/engineering study, U. T. Arlington 
has determined that additional investment of funds in the 
Bauder College Building, as well as the facility initially 
identified as the Environmental Center, cannot be justified 
and the institution proposes to demolish both buildings. Cost 
of demolition for both facilities is expected to be less than 
$150,000 and will be funded from Unexpended Plant Funds. The 
$2,857,000 in Permanent University Fund Bonds- Special Pro
gram, previously allocated to these projects, will be reallo
cated to the new Student Services/Registration Building. 

The new student Services/Registration Building will provide 
approximately 100,000 gross square feet with a preliminary 
project cost of $14,775,000. Source of funds for this proj
ect will consist of $2,857,000 from Permanent University 
Fund Bonds - Special Program and $11,918,000 from the General 
Use Fee Special Funding Program. The proposed building will 
provide facilities for outreach, student recruitment, admis
sions, registration, and a variety of other student services. 
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Name of Institution 

PROJECT 

OFPC Project Number 

An:hitec:t 

Soun:e ol Fonda 

PUF BOND-~Iol Prognm 

Rev.llond-Speclol Prognm 

DESCRIPTION 

The University of Texas System 

CAPITAL IMPROVEMENT PROGRAM 

1996-2001 Update 

INDiVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCnON PROJECTS 

Universily of Texas at Artlnglon 

Student Services/Registration Building 

T-
Prujecl Prior 

Coli T ... FT1-

$ 2,857,000 $0 $0 
11,918,000 0 0 

$14.77 5, 000 $0 $0 

CIP Approval 

An:hltect-Englneer Salec:tlon 

Suit construction 

AntlclpatH Completion 

Projected Eapendlluea 

FT- FT1- FT- ,..,_ 

$269,000 $812,000 $1,776,000 $ 0 
0 0 6, 672,000 5,246,000 

$269,000 $812,000 $8.448,000 $5,246,000 

IMIEI 

2198 

10198 

6/98 

1100 

FY21111 

$0 
0 

$0 

Construction of a 100,000 GSF facility which will allow student service functions to be housed In one building. This will Include registration and admissions, 
financial aid, counseling, testing and career placement, busar operations, multicultural services and services for students with disabilities. 



2. U. T. Arlington: Request to Appropriate $3.000.000 from 
Revenue Financing System Bond Proceeds for the Campus 
Information Technology Upgrade Project and Approval of 
Use of Revenue Financing System Parity Debt. Receipt of 
Certificate, and Finding or Fact with Regard to Financial 
capacity.-

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs, the Executive Vice 
Chancellor for Business Affairs, and President Witt that the 
u. T. Board of Regents appropriate $3,000,000 from Revenue 
Financing System Bond Proceeds for the Campus Information 
Technology Upgrade project at u. T. Arlington. 

The Chancellor also concurs in the recommendation of the 
Executive Vice Chancellor for Academic Affairs, the Executive 
Vice Chancellor for Business Affairs, and President Witt 
that, in compliance with Section 5 of the Amended and Restated 
Master Resolution Establishing The University of Texas System 
Revenue Financing System, approved by the u. T. Board of 
Regents on February 14, 1991, and amended on October a, 1993, 
and upon delivery of the Certificate of an Authorized Repre
sentative as set out on Page FPCC - 6, the U. T. Board of 
Regents resolves that: 

a. Parity Debt shall be issued to pay the 
project's cost including any related 
project costs paid prior to the issuance 
of such Parity Debt 

b. Sufficient funds will be available to 
meet the financial obligations of the 
U. T. System including sufficient 
Pledged Revenues as defined in the Mas
ter Resolution to satisfy the Annual 
Debt Service Requirements of the Financ
ing System and to meet all financial 
obligations of the Board relating to 
the Financing System 

c. u. T. Arlington, which is a "Member" as 
such term is used in the Master Resolu
tion, possesses the financial capacity to 
satisfy its Direct Obligation as defined 
in the Master Resolution relating to the 
issuance by the u. T. Board of Regents of 
tax-exempt Parity Debt in the amount of 
$3,000,000 

d. This resolution satisfies the official 
intent requirements set forth in Sec
tion 1.150-2 of the U. s. Treasury Regu
lations. 
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BACKGROUND INFORMATION 

The 74th Texas Legislature authorized an increase in the 
maximum general use fee to an amount not to exceed the level 
of in-state undergraduate tuition. This initiative was in 
response to the need to provide capital funding for Permanent 
University Fund {PUF) institutions at a level at least equiva
lent to HEAF institutions. For each of the Fiscal Years 1996 
and 1997, the general use fee per semester credit hour will be 
increased at u. T. Arlington, U. T. Austin, U. T. Dallas, 
U. T. El Paso, U. T. Permian Basin, U. T. San Antonio, and 
U. T. Tyler. With the exception of U. T. Austin, $1.55 of the 
increase may be used directly for debt service for bonds to be 
issued. For u. T. Arlington, the increase of $1.55 per semes
ter credit hour will provide debt service for bond proceeds in 
an amount of approximately $8,300,000 for each of the Fiscal 
Years 1996 and 1997. In the 1996-2001 Capital Improvement 
Program, u. T. Arlington identified $5,000,000 of projects, 
which includes this project, to receive bond proceeds under 
this program. With the issuance of this debt under the pro
gram, the debt service coverage forecast is 1.26 times (see 
Page FPCC- 7). 
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE 

I, the undersigned Assistant Vice Chancellor for Finance of 
The University of Texas System, a u. T. System Representative 
under the Amended and Restated Master Resolution Establishing 
The University of Texas System Revenue Financing System 
adopted by the Board on February 14, 1991 and amended on 
October 8, 1993 (the "Master Resolution"), do hereby execute 
this certificate for the benefit of the Board of Regents 
pursuant to Section 5 (a) (ii) of the Master Resolution in 
connection with the authorization by the Board to issue 
"Parity Debt" pursuant to the Master Resolution to finance the 
Campus Information Technology Upgrade project at u. T. 
Arlington, and do certify that to the best of my knowledge the 
Board of Regents is in compliance with all covenants contained 
in the Master Resolution, First Supplemental Resolution 
Establishing an Interim Financing Program, Second Supplemental 
Resolution, Third Supplemental Resolution and Fourth 
Supplemental Resolution, and is not in default of any of the 
terms, provisions and conditions in said Master Resolution, 
First Supplemental Resolution, Second Supplemental Resolution, 
Third Supplemental and Fourth Supplemental Resolution as 
amended. 
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Project Level - General Use Pee Budget 

Income 
Transfers other than debt service 

Debt Service 
Debt Service Coverage Before Transfers 
Debt Service Covera e After Transfers 

Campus Level: u.~. Arlington <S in aillion•l 

Beg. Fund Balances 

Total Current Revenues 
Total Current Expenditures 
Net Revenues 

Debt ServiCe 
Other Man. Transfers 
Total Mand. Transfers 
Nori-Hand. Transfers 
Adjustments 
Net Inc./(Dec.) for Year 
End. Fund Balances 

!Debt Service Coverage 

U.T. System < S in •illional 

Available,Revenues 
Operating Expenses 
Net Available for Debt Service 

Debt Service 

fnebt Service Coverage 

UTAR-FEB.XLS 

The Univer•ity of ~eK&! at Arlington 
Caapup Infor.ation and ~echnology Upgrade 

Actual 

FY 93 lL2i n....ll ~ ll..ll 
24.7 22.9 25.0 23.4 23.0 

134.3 143.3 143.6 159.8 166.4 
(126.1) (13~. 9) (lJ7.§) (149, 7) (155.9) 

8.2 10.4 6.0 10.1 10.5 

(5.2) (5.0) (5.3) (7 .0) (7.9) 
0.0 0.0 Q..Q 0.0 0.0 

(5.2) ( 5. 0) (5.3) (7 .0) (7.9) 
(4.6) (2.6) (2.3) (2.4) (2.4) 
.l..Q...ll .J.Q...ll Q..Q .LL.ll .LQ...ll 

(1. 8) 2.1 ( 1.6) (0.4) o.o 
22.9 25.0 23.4 23.0 23.0 

1.58 2.08 1.13 1.44 1.33 

Actual 

~ FY 94 FY 95 FY 96 FY 97 
2,965.2 3,226.4 3,439.7 3,553.0 3,584.3 

j2,868.1! p,033.6! p,239.9! p,419.5! p,437.2! 
97.1 192.8 199.8 133.5 147.1 

( 42. 0) (43.3) (48.9) (76.0) ( 91.0) 

2. 31 4.45 4.09 1. 76 1.62 

Poreca•t 

fL2.a n....ll FY 00 
23.0 22.9 22.7 

177.3 185.2 194.1 
(166 .ll (173.6) (181.9) 

11.2 11.6 12.2 

(8.6) (9.1) (9.7) 
0.0 0.0 0.0 

(8.6) (9.1) (9.7) 
( 2. 5) (2.5) (2.6) 

.l..Q...ll .l..Q...ll 1.Q,.ll 
(0.1) (0.2) (0.2) 
22.9 22.7 22.5 

1.30 1.27 1.26 

Forecast 

FY 98 lL.2i FY 00 
3,655.5 3,702.8 3,783.7 

p,482.4! p,533.1! p,s94.2! 
173.1 169.7 189.5 

(101.0) (106.9) (113.1) 

1. 71 1.59 1.68 



3. u. T. Austin: Formal Presentation of campus Master Plan 
and Request for concurrence in Principle.--

In October 1994, the U. T. Board of Regents approved the 
appointment of Cesar Pelli & Associates, Inc., New Haven, 
Connecticut, to prepare a Campus Master Plan for u. T. Austin. 
The work of the Pelli firm is nearly complete. The multivol
ume planning report now in draft form will be reviewed with 
the Facilities Planning and Construction Committee at its 
January 22, 1996 briefing. 

At the February 1996 meeting, President Berdahl, assisted by 
Dr. Austin Gleeson, chair of the Campus Master Plan Committee 
and representatives of the Pelli firm, will formally present 
to the U. T. Board of Regents the results of that planning 
effort including a summary of the multivolume report. The 
final master plan will be maintained on the campus and will 
be available to the campus and subsequent project architects 
to serve as a guide. At the Board meeting, President Berdahl 
expects to recommend that the u. T. Board of Regents concur 
with the basic principles of the plan developed by the Pelli 
firm. The content and form of that recommendation will be 
forwarded to the Board in advance of the February meeting. 

4. u. T. Austin: Consideration of Alternatives for the 
Renovation and/or Expansion of Memorial Stadium and 
Related Athletic Facilities.--

The several alternatives related to the renovation andjor 
expansion of Memorial Stadium and other athletic facilities 
at u. T. Austin are in the process of being refined and will 
be the subject of a briefing session for the Facilities Plan
ning and construction Committee on January 22, 1996. Addi
tional information will be distributed to the U. T. Board of 
Regents in advance of the meeting. 
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FACILITIES PLANNING AND CONSTRUCTION COMMITTEE 

SUPPLEMENTAL MATERIAL 

FEBRUARY 8, 1996 

3. U. T. Austin: Formal Presentation of Campus Master Plan 
and Request for Concurrence in Principle.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs, the Executive Vice 
Chancellor for Business Affairs, and President Berdahl that 
the U. T. Board of Regents: 

a. Formally accept the Campus Master Plan for 
u. T. Austin which has been prepared by the 
firm of Cesar Felli & Associates, Inc., New 
Haven, Connecticut, working in conjunction 
with a committee of faculty, students, staff, 
and administrators to serve as a guide and 
framework for future development of the campus. 
The plan incorporates many drawings, both 
historical and contemporary, and will be 
presented in a three volume planning series: 
Volume 1, The campus Master Plan; Volume 2, The 
Architectural Guidelines; and Volume 3, The 
Strategic Use of the Plan. 

Volume 1, The Campus Master Plan, provides an 
overview of the plan including recommendations 
for creating a pedestrian central campus, 
actions that will return the campus to the 
Paul Cret Master Plan ideals, establish a 
community of open spaces, adding on-campus 
student housing and associated student 
activity centers, and articulating 
approximately 4.8 million square feet of 
new building in-fill opportunities. 

Volume 2, The Architectural Guidelines, will 
serve the needs of future project architects. 
It specifically describes architectural 
practices to guide future major building 
and landscape projects and details the 
opportunities for new building in-fill on 
the campus. 

Volume 3, The Strategic Use of the Plan, 
proposes for future consideration an 
implementation schedule for some projected 
activities and procedures for the management 
of the plan such as architect selection and 
future studies that may be required. 

b. Concur in principle with the seven 
fundamental goals of the plan which 
were derived from ten issues presented 
in the Request for Qualifications (RFQ) 
soliciting a firm to prepare the master 
plan. These goals are enumerated below 
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and will be reviewed by President Berdahl in his 
formal presentation to the Board: 

To return the core campus to the 
pedestrian 

To use the rules of the architectural 
language found in Paul Cret's original 
plan and buildings, for the design of 
new campus buildings 

To establish a community of landscaped 
spaces, which together with buildings 
will extend and reknit the campus 

To substantially increase on-campus 
housing to build and reinforce a 
sense of academic community 

To establish new centers of 
student activity to further 
establish a full and active life 
on campus 

To concentrate future 
construction on the core campus 
rather than at its perimeter 

To strengthen the identity of the 
campus through orientation and 
wayfinding programs. 

BACKGROUND INFORMATION 

In October 1994, the U. T. Board of Regents appointed Cesar 
Pelli & Associates, Inc., New Haven, Connecticut, to prepare a 
Campus Master Plan for u. T. Austin. The firm and a committee 
of faculty, students, staff, and administrators have worked 
for the past 18 months with all the relevant campus and 
community groups to prepare the plan. The planning guidelines 
for this study were that the campus would continue to serve a 
population and program requirement that is similar to current 
demands and that there were several aspects of the campus that 
were very successful and should be emphasized, in particular 
the human scale aesthetic that characterized the original 
forty acres that was established by Paul cret and Cass Gilbert 
earlier in this century. 

Draft copies of Volume 1 and Volume 2 were provided to Board 
members who were available for the Facilities Planning and 
Construction committee briefing of the master plan held on 
January 22, 1996. Final versions of all three volumes will 
be available to all members when they are completed. Specific 
recommendations for plan implementation and management 
contained in the final plan will be further reviewed and 
refined by u. T. Austin and u. T. System administration 
staffs. Any changes to established Board rules, policies, 
or operating procedures will be addressed through existing 
approval processes. 

The final master plan will be maintained on campus and will be 
available to the U. T. Board of Regents, the campus, and 
subsequent project architects as a guide for future campus 
development. 
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FACILITIES PLANNING AND CONSTRUCTION COMMITTEE 

SUPPLEMENTAL MATERIAL 

FEBRUARY 8, 1996 

4. u. T. Austin: Consideration of Alternatives for the 
Renovation and/or Expansion of Memorial Stadium and 
Related Athletic Facilities.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs, the Executive Vice 
Chancellor for Business Affairs, and President Berdahl that 
the U. T. Board of Regents amend the U. T. System FY 1996-2001 
Capital Improvement Program for projects at u. T. Austin as 
follows: 

a. Replace the project titled Memorial 
Stadium Renovations with a project titled 
Memorial Stadium - Replacement Artificial 
Turf consisting of the removal of the 
existing artificial turf and construction 
of a natural grass playing field at an 
estimated preliminary cost of $1,250,000 
to be funded from Auxiliary Enterprise 
Balances. The turf replacement project 
has already been authorized by the U. T. 
Board of Regents via Executive Committee 
Letter and approved by the Texas Higher 
Education Coordinating Board. This action 
will change the Capital Improvement 
Program to accurately represent project 
status. 

b. Add a project for the renovation of the 
West side of Memorial Stadium and 
construction of sky boxes at an estimated 
preliminary cost of $14,000,000 to be 
funded from Revenue Financing System Bond 
Proceeds 

c. Add a project for the installation of an 
artificial turf practice field, using 
artificial turf removed from Memorial 
Stadium, and lighting for both the grass 
and artificial turf practice fields and 
women's soccer field at an estimated 
preliminary project cost of $1,200,000 to 
be funded by Gifts and Grants 

d. Add a project for the renovation and 
expansion of the Neuhaus/Royal Athletic 
center at an estimated preliminary cost of 
$8,000,000 to be funded by Gifts and 
Grants 

e. Add a project for the construction of a 
combined trackjsoccer stadium to be 
constructed on top of a parking garage 
with a capacity of up to 1,000 vehicles at 
an estimated preliminary cost of 
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$12,400,000 for both the garage and 
stadium to be funded by $5,400,000 from 
Gifts and Grants and $7,000,000 from 
Revenue Financing System Bond Proceeds 

f. Add a project to renovate the East side of 
Memorial Stadium, construct an upper deck 
of approximately 6,000 seats, a press box, 
and sky boxes, as well as renovate the 
West side press box into sky boxes at an 
estimated preliminary cost of $32,000,000 
to be funded from Revenue Financing System 
Bond Proceeds 

g. Add a project to lower the existing 
football field and add approximately 
1,570 seats at a preliminary estimated 
cost of $2,500,000 to be funded by 
$2,000,000 of Revenue Financing system 
Bond Proceeds and $500,000 from Auxiliary 
Enterprise Balances. 

BACKGROUND INFORMATION 

In September 1995, a decision was made by the administration 
to develop a comprehensive yet flexible master plan for 
Memorial stadium and the associated facilities that support 
football and the other sports and activities that use the 
Stadium. This decision was based on the fact that Memorial 
stadium, which was constructed in 1924, was in need of 
substantial renovation and modification to support the level 
of athletic activity in place and planned at u. T. Austin. 

Heery International, Inc., Atlanta, Georgia, was selected to 
prepare a comprehensive master plan for Memorial stadium and 
was specifically asked to address the following areas: 

1. Existing stadium - rest room upgrades, 
ADA requirements, and structural repairs 

2. Expansion of NeuhausfRoyal Athletic 
Center, which supports the operation of 
the football team, strength training, and 
sports medicine needs for all men's and 
women's athletics 

3. Possible lowering of the field and 
replacement of turf 

4. Extension of the seating toward the field 

5. Relocation of the track to another site 

6. Construction of a multistory building 
(for improved athletic offices, academic 
facilities, and historic collections) that 
incorporates end zone seating in the North 
end 

7. construction of sky boxes and a new press 
box 

8. Future expansion of seating 

FPCC - 8d 



9. Installation of state-of-the-art 
scoreboard and graphics 

10. Upgrade of all utilities and 
infrastructure. 

These projects are presented to the u. T. Board of Regents in 
advance of the conclusion of the Memorial stadium Master Plan 
so that the schedule for completion of near term and 
intermediate projects emerging from this planning process can 
be advanced in concert with the campus Master Plan, also on 
this agenda for consideration. The u. T. Board of Regents 
will be presented with the completed Memorial Stadium Master 
Plan, which will describe all the proposed projects and 
scheduling, in Spring 1996. Presentation of the projects 
described above at this time will permit substantial 
renovation activity to be accomplished prior to the 1997 and 
1998 football seasons. It will also allow the institution to 
begin fund raising efforts in support of these various 
projects. 

The development of a long-range master plan for any facility 
is difficult at best, and with the rapidly changing 
"marketplace" oriented environment of college athletics, the 
task is even more challenging. The core master plan has been 
developed with a long-range vision, while maintaining the 
flexibility to make strategic decisions years into the plan. 

The plan also allows for a logical sequencing of projects. 
This sequencing will (1) address the most critical needs, 
(2) generate the revenue to allow financing of many of the 
improvements, and (3) be compatible with the U. T. Austin 
campus Master Plan. 

The proposed projects will be funded from Auxiliary Enterprise 
Balances accumulated from athletic department revenues, 
proceeds from fund raising initiatives, and revenue bonds. 
Revenue bond debt service will be paid from a variety of 
sources generated in Memorial stadium, including ticket 
revenue from expanded seating, revenue from sky boxes, and a 
surcharge on athletic tickets. In addition, expanded revenues 
from other athletic department sports activities and parking 
garage revenues will be used. A detailed analysis of the 
financing of each Revenue Bond Funded project will be 
presented to the u. T. Board of Regents upon submission of 
preliminary plans. 

Descriptions of near and intermediate-term projects and 
funding sources covered by this item are shown on the attached 
Pages FPCC - Sf through 81. Inclusion of these projects in 
the Capital Improvement Program will permit the appointment of 
appropriate architects and engineers and the expenditure of up 
to 3% of the total project cost advanced from Auxiliary 
Enterprise Balances for preliminary planning. Individual 
projects will be presented to the u. T. Board of Regents at a 
future date based on their appropriate sequencing, achievement 
of fund raising requirements, and completion of preliminary 
plans. 

FPCC - Se 
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Name of Institution 

PROJECT 

OFPC Project Number 

Architect 

Source of Funds 

Aux Ent Balances 

DESCRIPTION 

The University of Texas System 

CAPITAL IMPROVEMENT PROGRAM 

1996-2001 Update 

INDIVIDUAL PROJECT SUMMARY -MAJOR CONSTRUCTION PROJECTS 

University of Texas at Austin 

Memorial Stadium - Replacement Artificial Turf 

Total 

Project Prior 

Coot Yearo FY1-

1,250,000 0 1,250,000 

$1,210,000 $0 $1,210,000 

CIP Approval 

Architect-Engineer Selection 

Start Construction 

Anticipated Completion 

Projected E•pondltureo 

FY1H7 FY1- FY1- FY2GOO 

0 0 0 0 

$0 $0 $0 $0 

This project consists of replacement of the artificial turf with a natural grass field. 

I!ARli 

8/95 

2/96 

3/96 

7/96 

FY2001 

0 

$0 
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Name of Institution 

PROJECT 

OFPC Project Number 

Architect 

Source of Funds 

The University of Texas System 

CAPITAL IMPROVEMENT PROGRAM 

1996-2001 Update 

INDIVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCTION PROJECTS 

University of Texas at Austin 

Renovation/Sky Boxes - West Side 

CIP Approval 

Architect-Engineer Selection 

Start Construction 

Anticipated Completion 

Tolal Projected Expenditures 
Project l'llor 

l!AIH 

2/96 

3/96 

1197 

8/97 

Cost Years FY1H8 FY1HT FY1891 FY1H8 FY2000 FY21101 

Rev. Bond Pmc. 14,000,000 0 800,000 12,200,000 1,000,000 0 0 

S14,000,000 .. $800.000 $12,200,000 $1,000,000 .. so 

DESCRIPTION 

This project consists of renovation of the West side of Memorial Stadium; structural maintenance, restroom renovations, ADA compliance as well as 
construction of sky boxes on both sides of the press room under the West upper deck. Revenue bond debt service to be paid from Men's Athletic 
Department revenue. 

0 

so 
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Name of Institution 

PROJECT 

OFPC Project Number 

Architect 

Source of Funds 

Gifts and Grants 

DESCRIPTION 

The University of Texas System 

CAPITAL IMPROVEMENT PROGRAM 

1996-2001 Update 

INDIVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCTION PROJECTS 

University of Texas at Austin 

Artificial Turf Practice Field 

Tobll 

Project Prior 

Cost Years 

1,200,000 D 

$1,200,000 so 

FY18H 

1,200,000 

$1,200,000 

CIP Approval 

Architect-Engineer Selection 

Start Construction 

Anticipated Completion 

Projected E•pendllurea 

FY1H7 FY18H FY18H FY2000 

D D D D 

so so so so 

~ 

2196 

3/96 

3/96 

9/96 

FYZ001 

D 

so 

Construction of an artificial turf practice field for use by the football team as well as Longhorn Band rehearsal and other athletic activities. This project will 
also include lighting for both the grass and artificial turf practice fields as well as the women's soccer field. 
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Name of Institution 

PROJECT 

OFPC Project Number 

Architect 

Scluoaolfunda 

Gifts and Gnlnl8 

DESCRIPTION 

The University of Texas System 

CAPITAL IMPROVEMENT PROGRAM 

1996-2001 Update 

INDIVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCTION PROJECTS 

University or Texas et Austin 

Expansion of NeuhausiRoyal 

T-
PrGjKt Pilar 

c...a v ... 

8,000,000 0 ........ .. 
FY1111 

200,000 

1200,000 

CIP Approval 

Architect-Engineer Selection 

Start Construction 

Anticipated Completion 

ProJ•cted Eap•ndltuna 

FY1117 FY1tn FY1tn FYZOOO 

3,200,000 4,800,000 0 0 

13,200,000 14,100,000 .. .. 

DAIU 

2196 

3196 

1197 

7198 

FYZ001 

0 .. 

A 42,000 sq. fl. expansion of lhls facility to provide additional showers, equipment, meeting rooms, laundry, locker rooms, offices for coaches and players In 
football as well as physical rehabilitation, sports medicine, and strength training facilities for all men's and women's Intercollegiate athletic sports. 
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Name of Institution 

PROJECT 

OFPC Project Number 

Architect 

Source of Funds 

Gifts and Grants 

Rev. Bond Proc. 

DESCRIPTION 

The University of Texas System 

CAPITAL IMPROVEMENT PROGRAM 

1996-2001 Update 

INDIVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCTION PROJECTS 

University of Texas at Austin 

Track/Soccer stadium & Parll.ing Garage 

Total 

Project Prior 

Coat Yeera FY11H 

5,«JJ,OOO 0 0 
7,000,000 0 0 

$12,400,000 so so 

CIP Approval 

Architect-Engineer Selection 

Start Construction 

Anticipated Completion 

Prolected Expenditure• 

FY1987 FY1988 FY1198 FYZOOO 

366,000 2,474,000 2,560,000 0 
474,000 6,526,000 0 0 

$1140,000 SI,OOO,OOO U:.HO.ooo so 

~ 

2196 

4196 

6/97 

10/98 

FY2001 

0 

0 

so 

Construction of a combined soccer/track stadium on top of a parll.ing garage with a capacity of up to 1 ,000 vehicles. Revenue bond debt service will be paid 
from parll.ing structure use fees. 
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Name of Institution 

PROJECT 

OFPC Projee1 Number 

Architee1 

Source of Funds 

Rev. Bond Proc. 

DESCRIPTION 

The University of Texas System 

CAPITAL IMPROVEMENT PROGRAM 

1996-2001 Update 

INDIVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCTION PROJECTS 

University of Texas at Austin 

East Side Renovation/Upper Deck 

TCUI 

Project Prior 

Cool YMrS FY1181 

32,000,000 0 600,000 

$32,000,000 $0 $800,000 

CIP Approval 

Architect-Engineer Selee1ion 

Start Construction 

Anticipated Completion 

Projected Eapendlturea 

FY1817 FY1118 FY1111 FY2000 

9,800,000 18,000,000 3,600,000 0 

u.-.ooo $18,000,000 $3,100,000 $0 

l!AIU 

2196 

7/96 

7/97 

8/98 

FY2001 

0 

$0 

This project will consist of both renovations to the East side of Memorial Stadium and construction of an upper deck with a press box and sky boxes on the 
East side of Memorial Stadium and renovation of the existing press box on the West side iQto sky boxes. Revenue bond debt service will be paid with Men's 
Athletic Deparlment revenue. · 
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Name of Institution 

PROJECT 

OFPC Project Number 

Architect 

Soun:e ol Funda 

AuxEntaa..... 

Rev. Bond Proc. 

DESCRIPTION 

The University of Texas System 

CAPITAL IMPROVEMENT PROGRAM 

1996-2001 Update 

INDIVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCTION PROJECTS 

University of Texas at Austin 

Lower Football Field/Addition of Seating 

T-
Project Prior 

Coet y_. FYIHI 

500,000 0 0 
2,000,000 0 0 

$2,100,000 so so 

CIP Approval 

Architect-Engineer Selection 

Start Construction 

Anticipated Completion 

Projected Eapendlturee 

FYIH7 FYIIH FYIHI FYZOOO 

125,000 375,000 0 0 
0 2,000,000 0 0 

Sl21.000 12,371,000 so so 

DAIU 

2196 

1/97 

11/97 

8198 

FY2001 

0 
0 

so 

Lowering of the existing field and removal of the treck to provide approximately 1,500 additional seals. Revenue bond debt service will be paid with Men's 
Athletic Department revenue. 



5. U. T. Tyler: Authorization to Purchase 1.7 Acres of Land 
and Improvements Located at 3410 Varsity Drive. Tyler. 
Smith County. Texas <University Place Retail Center) ; 
Submission of the Purchase to the Coordinating Board; 
Authorization to Complete the Shelled Space and Renovate 
a Portion of the Project; Appropriation Therefor; Autho
rization to Execute Documents; and Approval for Use of 
Revenue Financing System Parity Debt. Receipt of Cer
tificate. and Finding of Fact with Regard to Financial 
Capacity.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs, the Executive Vice 
Chancellor for Business Affairs, and President Hamm that the 
u. T. Board of Regents: 

a. Authorize U. T. Tyler to purchase 
1.7 acres of land and improvements 
located at 3410 Varsity Drive, Tyler, 
Smith County, Texas, known as the 
University Place Retail Center, for 
$300,000 plus related closing costs 

b. Authorize u. T. Tyler to submit the 
transaction to the Texas Higher 
Education Coordinating Board for 
approval 

c. Authorize u. T. Tyler to complete the 
shelled space and renovate approxi
mately 7,000 assignable square feet 
of the project 

d. Appropriate $300,000 from General Use 
Fee Balances and $580,000 from Revenue 
Financing System Bond Proceeds to fund 
the total project cost of $880,000 

e. Authorize the Executive Vice Chancellor 
for Business Affairs, or his designee, 
to execute all documents pertaining to 
the transaction following approval by 
the Office of General Counsel 

f. Authorize an addition to the u. T. 
System FY 1996-2001 Capital Improvement 
Program (CIP) for this project as shown 
on Page FPCC - 12. 

The Chancellor also concurs in the recommendation of the 
Executive Vice Chancellor for Academic Affairs, the Executive 
Vice Chancellor for Business Affairs, and President Hamm that, 
in compliance with Section 5 of the Amended and Restated 
Master Resolution Establishing The University of Texas System 
Revenue Financing System, adopted by the u. T. Board of 
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Regents on February 14, 1991, and amended on October a, 1993, 
and upon delivery of the Certificate of an Authorized Repre
sentative as set out on Page FPCC - 13, the u. T. Board of 
Regents resolves that: 

a. Parity Debt shall be issued to pay the 
project's cost including any project costs 
paid prior to the issuance of such Parity 
Debt 

b. Sufficient funds will be available to meet 
the financial obligations of the u. T. 
System including sufficient Pledged Reve
nues as defined in the Master Resolution 
to satisfy the Annual Debt Service 
Requirements of the Financing System and 
to meet all financial obligatJons of the 
Board relating to the Financing System 

c. u. T. Tyler, which is a "Member" as such 
term is used in the Master Resolution, 
possesses the financial capacity to sat
isfy its Direct Obligation as defined in 
the Master Resolution relating to the 
issuance by the U. T. Board of RegeRts 
of tax-exempt Parity Debt in the amount 
of $580,000 

d. This resolution satisfies the official 
intent requirements set forth in Sec
tion 1.150-2 of the u. S. Treasury Regu
lations. 

BACKGROUND INFORMATION 

The 74th Texas Legislature authorized an increase in the 
maximum general use fee to an amount not to exceed the level 
of in-state undergraduate tuition. This initiative was in 
response to the need to provide capital funding for Permanent 
University Fund (PUF) institutions at a level at least equiva
lent to HEAF institutions. For each of the Fiscal Years 1996 
and 1997, the general use fee per semester credit hour will 
be increased at U. T. Arlington, U. T. Austin, u. T. Dallas, 
U. T. El Paso, U. T. Permian Basin, u. T. san Antonio, and 
U. T. Tyler. With the exception of U. T. Austin, $1.55 of the 
increase may be used directly for debt service for bonds to be 
issued. For U. T. Tyler, the increase of $1.55 per semester 
credit hour will provide debt service for bond proceeds in 
an amount of approximately $1,240,000 for each of the Fiscal 
Years 1996 and 1997. With the issuance of this debt under the 
program, the debt service coverage forecast is 1.17 times (see 
Page FPCC- 14). 

The University of Texas at Tyler Educational Foundation, Inc. 
purchased the University Place Retail Center and executed 
a Master Lease agreement with the u. T. Board of Regents 
including an option for the u. T. Board of Regents to pur
chase the property at any time during the first 36 months 
of the lease for the full $300,000 purchase price plus clos
ing costs. 
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Immediate action to acquire this property will result in 
optimal benefit to U. T. Tyler. The property includes 
74,008 square feet of land, a building containing 
17,500 assignable square feet, of which approximately 
one-half is shelled space without flooring, and a paved 
parking area which will accommodate at least 91 vehicles. 
Funds for acquisition are from General Use Fee balances. 

U. T. Tyler proposes to complete the shelled space and reno
vate approximately 7,000 assignable square feet of the remain
ing space. Cost for this phase of the project is estimated 
at $580,000. Renovated and completed space will be used to 
support the engineering development program authorized by 
special item legislation. Funding for this project will be 
provided from Revenue Financing System Bond Proceeds. 

Approval of this item will amend the u. T. System FY 1996-2001 
Capital Improvement Program to include a project for purchase 
and renovation of University Place Retail Center as shown on 
Page FPCC - 12. 
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Name of Institution 

PROJECT 

OFPC Project Number 

An:hitect 

Source of Funds 

Rov.Bond-Special Program 

Gon.fllllalllnca 

DESCRIPTION 

The Univen~ity of Texas System 

CAPITAL IMPROVEMENT PROGRAM 

1996-2001 Update 

INDIVIDUAL PROJECT SUMMARY -MAJOR CONSTRUCTION PROJECTS 

University of Texas at Tyler 

Purchase & Renovation of univ Place Rela~ Ctr 

T-
l'raJICI Prior 

Cool y_. FY1111 

580,000 0 50,000 
300,000 0 300,11011 

........ .. ...... 

CIP Approval 

An:hitect.£ngineer Selection 

Start Construction 

Anticipated Completion 

Projected Expenditure• 

FY1117 FY1111 FY1 ... FY20GO 

530,11011 0 0 0 
0 0 0 0 ....... .. .. .. 

IIARi 

2/96 

6196 

1/97 

8197 

FY2001 

0 
0 .. 

Purchase of the University Place Retail Center and completion of shelled space. The Retail Center purchase consists of 74,008 sq. ft. of land, a 17,500 GSF 
building and a paved parldng area which will accommodale approximately 91 vehicles. U. T. Tyler plans to finish out the shelled space, approximately 8,750 
sq. ft. for support of the developing engineering program. 

D.2 



PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE 

I, the undersigned Assistant Vice Chancellor for Finance of 
The University of Texas System, a u. T. System Representative 
under the Amended and Restated Master Resolution Establishing 
The University of Texas system Revenue Financing System 
adopted by the Board on February 14, 1991 and amended on 
October 8, 1993 (the "Master Resolution"), do hereby execute 
this certificate for the benefit of the Board of Regents 
pursuant to Section 5 (a) (ii) of the Master Resolution in 
connection with the authorization by the Board to issue 
"Parity Debt" pursuant to the Master Resolution to finance the 
University Place Retail Center at U. T. Tyler, and do certify 
that to the best of my knowledge the Board of Regents is in 
compliance with all covenants contained in the Master 
Resolution, First Supplemental Resolution Establishing an 
Interim Financing Program, Second Supplemental Resolution, 
Third Supplemental Resolution and Fourth Supplemental 
Resolution, and is not in default of any of the terms, 
provisions .and conditions in said Master Resolution, First 
Supplemental Resolution, Second Supplemental Resolution, Third 
Supplemental and Fourth Supplemental Resolution as amended. 

EXECUTED this ~day of u«,;r1. 1996 
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~· Univeraity of !reza• at Tyler 
Univeraity Place Retail Cauter 

f:roject I,.evel - General U!! l!! ludae~ flD t~:t:oU!anda) FY 95 FY 96 

Income 1,008 1,488 
Transfers other than debt service (60! (316! 

948 
Debt Service 
Debt Service Coverage Before Transfers 
Debt Service Covera e After Transfers 

£aaau• L!vel: U.T. Z2ll[ II i.p ailliop•l 
Actual Poreca•t 

li....2J. lL.H lX...ll lL.2§. lL..ll lL.2.l lL...2.2. fL.QQ 
Beg. Fund Balances 1.3 0.5 (0.0) (0.1) (0.0) 0.2 0.4 0.6 

"" 
Total Current Revenues 16.3 19.1 19.5 22.1 21.6 22.1 22.7 23.0 

'tl Total Curr-ent Expenditures 116.3 I ,18-!!) q9.3) ,n.3l '~Q.~) '20.81 ,n.~l ,;n.6) 
n Net Revenues 0.0 0.3 0.2 0.8 1.2 1.3 1.4 1.4 n 

Debt Service (0.1) (0. 2) (0.3) (0.5) (1.0) ( 1.1) (1.2) ( 1.2) ... Other Man. Transfers 0.0 Q.,Q 2..& Q.,Q 0.0 0.0 Q.,Q 0.0 
"" Total Mand. Transfers (0.1) (0. 2) (0. 3) (0.5) (1.0) ( 1.1) ( 1.2) ( 1.2) 

Non-Hand. Transfers (0.6) (0.5) o.o 0.0 0.0 0.0 0.0 0.0 
Adjustments .LJhll. .LJhll. 2..& .L!!....ll 0.0 0.0 Q...Q 0.0 
Net Inc./ (Dec.) for Year (0.8) (0.5) (0.1) 0.1 0.2 0.2 0.2 0.2 
End. Fund Balances o. 5 (0.0) (0.1) (0.0) o. 2 0.4 0.6 0.8 

!Debt service Covera2e 0.00 1.50 0.67 1.60 1.20 1.18 1.17 1.17 

u.:.:. I:X!te• ' i in •ill!ona~ 
Actual l'orecaat 

fX...2J. FY 94 n....ll FY 96 lL..ll FY 98 lL...2.2. FY 00 
Available Revenues 2,965.2 3,226.4 3,439.7 3,553.0 3,584.3 3,655.5 3,702.8 3,783.7 
operating-Expenses (2,868.1! (3,033.6! (3,239.9! (3,419.51 (3,437.21 p,482 .41 p,53J.q (3,594.21 
Net Available for Debt Service 97.1 192.8 199.8 133.5 147.1 173.1 169.7 189.5 

Debt Service (42.0) (43.3) (48.9) (76.0) (91.0) (101.0) (106.9) (113.1) 

ioebt Service Coverage 2.31 4.45 4.09 1. 76 1. 62 1. 71 1.59 1. 68 

UTI'Y -FEB.XLS 



Asset Management Committee 



Date: 

Time: 

Place: 

ASSET MANAGEMENT COMMITTEE 
Committee Chairman Hicks 

February 8, 1996 

Following the meeting of the Facilities Planning 
and Construction Committee 

Room 310, Geological Sciences Building 
u. T. El Paso 

I. Permanent University Fund 

Page 
AMC 

Summary Investment Report at November 30, 1995 2 

II. Long Term Fund 

Summary Investment Report at November 30, 1995 3 

III. Gifts. Trusts and Estates 

U. T. SYSTEM 

1. Summary of Gift Acceptance and Related 
Administrative Actions Conforming to Board 
Policy for September 1, 1995 Through Novem
ber 30, 1995 

U. T. AUSTIN 

2. Recommendation to Accept Bequest from the 
Estate of Hazel H. Ransom, Austin, Texas, 
to Establish the Harry Huntt Ransom Chair 
and to Establish and Designate Use of the 
Harry Huntt Ransom General Endowment Fund 
for the Harry Ransom Humanities Research 
Center 

IV. Other Matters 

U. T. BOARD OF REGENTS 

Proposed Adoption of Resolutions Approving 
Investment Management Services Agreement 
with The University of Texas Investment 
Management Company, Approving certain 
Terms Precedent to the Execution of the 
Contract, Approval of Related Amendments 
to the Regents' Rules and Regulations, and 
Authorizing the Chairman of the Board of 
Regents and the Chancellor to Carry Out 
the Transactions Contemplated by the Reso
lutions 

AMC - 1 
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I. PERMANENT UNIVERSITY FUND 

Summary Investment Report at November 30, 1995.--

Beginning Market Value 
PUF Lands Receipts <2l 
Investment Income 
Investment Income Distributed 
Realized Gains (Losses) 
Change in Unrealized Gains (Losses) 

Ending Market Value 

AUF Income 
Investment Income 
Surface Income 
Other Income 

Total 

PBRMAIIBNT Ul!I'J:VERSJ:TY FUND (ll 

SUMMARY REPORT 
($ millions) 

FY94-95 
Full Year 

4,428.0 
57.1 

249.5 
(249.5) 
105.5 
367.9 

4,958.5 

249.5 
3.6 
0.3 

253.4 

FY95-96 
1st Otr 
4,958.5 

16.4 
64.6 

(64.6) 
46.3 

132.5 
5,153.7 

64.6 
.3 
. 1 

65.0 

(1) Excludes PUF Lands mineral and surface interests with estimated values of $328.6 million and 
$157.8 million, respectively. 

(2) As of November 30, 1995: 801,113 acres under lease, 522,661 producing acres, 2,656 active leases 
and 2,062 producing leases. 
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II. LONG TERM FUND 

Summary Investment Report at November 30. 1995.--

!;: 
() 

w 

Beginning Net Assets 
Contributions 
Investment Return 
Expenses 
Distributions 

Ending Net Assets 

Net Asset Value per Unit 
No. of Units (End of Period) 

Distribution Rate per Unit 

LONG TERM FUND 
SUMMARY REPORT 

($ aillions) 

lY9~-95 
Full Iea~;: 
1,226.3 

202.3 
201.5 

(2.8) 
(68.5) 

1,558.8 

3.661 
425,751,253 

0.175 

FY95-96 
1St otr 
1,558.8 

19.6 
69.7 
(0.7) 

(18.9) 
1,628.5 

3. 778 
431,062,475 

0.04375 
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III. GIFTS. TRUSTS AND ESTATES 

1. U. T. System: Summary of Gift Acceptance and Related Administrative Actions Conforming to Board 
Policy for September 1. 1995 Through November 30. 1995.--

ACCEPTANCE OF GIFTS HELD BY BOARD 

ASSET TYPES 

# ALL REAL MATCHING 
ITEMS COMPONENT INSTITUTION CASH SECURITIES ESTATE PLEDGES OTHER TRANSFERS FUNDS 

35 u. T. Austin $1,156,327 $ 29,558 $850,715 $ 25,000 $152,634 * 
2 u. T. Dallas 550,000 50,000 

2 u . T. El Paso 115,328 

1 u. T. Permian Basin 10,000 

4 u. T. Tyler 47,500 26,046 12,500 

9 u. T. SWMC-Dallas 435,250 314,062 839 650,000 * 
8 u. T. M.B.-Galveston 2,002,000 8,000 1,140,000 

4 UTHSC-Houston 193,856 70,243 21, 012 

1 UTHSC-San Antonio 

66 TOTAL $4,510,261 $369,666 $991,458 $1,186,851 $802,634 * 

* Matching funds already held by Board not included in total. 

NOTE: Compiled by Office of Development and External Relations 

TOTAL VALUE 

$2,061,600 

600,000 

115,328 

10,000 

86,046 

750,151 

3,150,000 

285,111 

$7,058,236 

Report includes items through October 5, 1995, that were previously reported to Board on November 9, 1995. 



COMPONENT INSTITUTION 

u. T. Austin 

u. T. Dallas 

u. T. El Paso 

u. T. Permian Basin 

u. T. Tyler 

~ u. T. SWMC-Dallas 
() 

u. T. M.B.-Galveston 

Ul UTHSC-Houston 

UTHSC-San Antonio 

TOTAL 

ENDOWMENTS 

33 

2 

2 

1 

4 

8 

8 

4 

1 

63 

CLASSIFICATION OF GIFTS AND OTHER ACTIONS 

CHARITABLE 
REMAINDER 

TRUSTS 

POOLED 
INCOME 

FUND 
REMAINDER 
INTERESTS 

HELD IN 
TRUST BY 

OTHERS 

4 

1 

5 

CURRENT 
PURPOSE OTHER 



!;: 
() 

"' 

PURPOSES OP GIFTS HELD BY BOARD AND OTHERS 

ENDOWMENT 

DIST. DIST. FACULTY GRADUATE CURRENT OTHER 
COMPONENT INSTITUTION CHAIR CHAIR PROF'SHIP PROF' SHIP FELL' SHIP FELL' SHIP SCHOLARSHIP OTHER PURPOSE PURPOSE 

u. T. Austin 1 1 17 1 2 

u. T. Dallas 1 1 

u. T. El Paso 1 1 

u. T. Permian Basin 1 

u. T. Tyler 4 

u. T. SWMC-Dallas 1 1 4 

u. T. M.B.-Galveston 5 1 1 

UTHSC-Houston 1 2 

UTHSC-San Antonio 

TOTAL 6 4 6 1 1 26 2 2 

Total purposes may not equal total number of items for each component, due to the fact that some items pertain to 
multiple purposes. 



,_ 

OTHER ADMINISTRATIVE ACTIONS 

ESTABLISH REDESIGNATE OTHER DISSOLVE APPROVE/ ALLOCATE ACCEPT 
COMPONENT INSTITUTION ENDOWMENT ENDOWMENT LEVEL REDESIGNATION ENDOWMENT MATCHING TRUSTEESHIP OTHER 

u. T. Austin 19 13 1 1 

u. T. Dallas 2 

u. T. El Paso 2 

u. T. Permian Basin 1 

u. T. Tyler 4 

u. T. SWMC-Dallas 6 3 5 
5: u. T. M.B.-Galveston 2 5 1 2 n 

UTHSC-Houston 3 1 1 
-.1 

UTHSC-San Antonio 1 

TOTAL 39 7 14 3 9 1 



COMPARATIVE SUMMARY OF GIFTS ACCEPTED VIA THE OFFICIAL ADMINISTRATIVE PROCESS 

FISCAL YEAR 1996 
FY 1995 

COMPONENT INSTITUTION FULL YEAR 9/1/95 to 11/30/95 

u. T. Arlington $ 476,474 

u. T. Austin 11,154,914 $ 2,061,600 

u. T. Brownsville 220,000 

u. T. Dallas 10,578 600,000 

u. T. El Paso 854,886 115,328 

~ u. T. Pan American 524,267 
n u. T. Permian Basin 567,500 10,000 

Ol u. T. san Antonio 150,300 

u. T. Tyler 365,000 86,046 

u. T. SWMC-Dallas 4,999,190 750,151 

u. T. M.B.-Galveston 3,795,794 3,150,000 

UTHSC-Houston 1,068,967 285,111 

UTHSC-San Antonio 273,834 

UTMDACC 1,230,048 

u. T. HC-Tyler 748,608 

TOTAL $ 26,440,360 $ 7,058,236 



2. U. T. Austin: Recommendation to Accept Bequest from the 
Estate of Hazel H. Ransom. Austin. Texas. to Establish 
the Harry Huntt Ransom Chair and to Establish and Desig
nate Use of the Harry Huntt Ransom General Endowment Fund 
for the Harry Ransom Humanities Research Center.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs, the Vice Chancellor for 
Development and External Relations, and President Berdahl that 
a residuary bequest of approximately $1,560,000 from the 
Estate of Hazel H. Ransom, Austin, Texas, be accepted for the 
benefit of u. T. Austin. 

Of the bequest, $500,000 will be used to establish the Harry 
Huntt Ransom Chair. Distributions from the endowment will be 
used to support the Chair in accordance with the terms of 
Mrs. Ransom's Will. The remainder of the bequest in the 
amount of approximately $1,060,000 will be used to establish 
the Harry Huntt Ransom General Endowment Fund. It is further 
recommended that use of this General Endowment Fund be desig
nated for the Harry Ransom Humanities Research Center. Dis
tributions from the endowment will be used for general support 
of operations and collection development within the Humanities 
Research Center. 

BACKGROUND INFORMATION 

Mrs. Hazel H. Ransom and her husband, Dr. Harry Huntt Ransom, 
were very generous supporters of several components of the 
U. T. System during their lifetimes. Mrs. Ransom received her 
B.A. in Plan II in 1942 and her M.A. in English in 1944 from 
u. T. Austin. In her Last Will and Testament, Mrs. Ransom 
named u. T. Austin to receive a residuary bequest to establish 
the Harry Huntt Ransom Chair and the Harry Huntt Ransom 
General Endowment Fund in memory of Dr. Ransom, former Chan
cellor of the u. T. system and former President of u. T. 
Austin. 

IV. OTHER MATTERS 

U. T. Board of Regents: Proposed Adoption of Resolutions 
Approving Investment Management Services Agreement with The 
University of Texas Investment Management Company. Approving 
Certain Terms Precedent to the Execution of the Contract. 
Approval of Related Amendments to the Regents' Rules and 
Regulations. and Authorizing the Chairman of the Board of 
Regents and the Chancellor to Carry Out the Transactions 
contemplated by the Resolutions.--

The information supporting this agenda item is still under 
review and will be provided to the u. T. Board of Regents 
in advance of the Board meeting. 
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ASSET MANAGEMENT COMMITTEE 

SUPPLEMENTAI MATERIAI 

FEBRUARY 8, 1996 

IV. Other Matters 

U. T. Board of Regents: Proposed Adoption of Resolutions 
Approving Investment Management Services Agreement with 
The University of Texas Investment Management Company. 
Approving Certain Terms Precedent to the Execution of the 
Contract. Approval of Related Amendments to the Regents' 
Rules and Regulations. and Authorizing the Chairman of 
the Board of Regents and the Chancellor to Carry Out the 
Transactions Contemplated by the Resolutions. 

RECOMMENDATION 

The Chancellor, the Vice Chancellor for Asset Management, 
and the Asset Management Committee concur in the 
recommendation that the U. T. Board of Regents (the 
11 Board 11 ) adopt the following resolutions: 

BE IT RESOLVED, that the Board is authorized and 
empowered to enter into an investment management services 
agreement (the ''Agreement") with The University of Texas 
Investment Management Company ( "UTIMCO'') substantially in 
the form attached hereto as Exhibit A, and the Chairman 
of the Board is hereby authorized and directed, for and 
on behalf of the Board, to sign the Agreement, with such 
negotiated revisions, amendments and modifications as he 
determines to be in the best interests of the Board, such 
determination to be conclusively evidenced by his 
execution of the Agreement, and the Executive Secretary 
to the Board is hereby authorized and directed, for and 
on behalf of the Board, to attest and seal the Agreement; 

FURTHER RESOLVED, that the Board hereby expressly 
approves the UTIMCO investment policies with revisions to 
current Board policies as set out in congressional style 
and attached to the Agreement as Exhibits A through E; 

FURTHER RESOLVED, that the Board hereby approves the 
articles of incorporation and bylaws of UTIMCO attached 
to the Agreement as Exhibits Hand I, re·spectively; 

FURTHER RESOLVED, that the Board hereby approves the 
UTIMCO Code of Ethics attached to the Agreement as 
Exhibit J; 

FURTHER RESOLVED, that the Board hereby accepts the 
opinion of Ernst & Young concerning the fair 
representation, in all material respects, of the Summary 
of Investments and Total Income of the Permanent 
University Fund, attached hereto as Exhibit B, and hereby 
finds and determines that said opinion satisfies the 
requirements of Section 4 of H.B. 1877 requiring a 
financial audit prior to implementation of the first 
investment management services agreement with UTIMCO; 

FURTHER RESOLVED, that the amendments to Regents' Rules 
and Regulations as presented in Exhibit C hereto are 
approved; 
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FURTHER RESOLVED, that the U. T. System is authorized and 
empowered to enter into an office lease agreement, a 
furniture lease agreement, an information systems 
services agreement and other services agreements with 
UTIMCO as required and the Chancellor is hereby 
authorized and directed, for and on behalf of the u. T. 
System, to sign such agreements, in each case with such 
negotiated revisions, amendments and modifications as he 
determines are in the best interests of the u. T. System, 
such determination to be conclusively evidenced by his 
execution of any such agreement, and the Executive 
Secretary of the Board is hereby authorized and directed, 
for and on behalf of the Board, to attest and seal such 
agreements; 

FURTHER RESOLVED, that the assignment of all investment 
management, brokerage, custodian and other contracts for 
investment management services to UTIMCO, as the 
successor entity to the Office of Asset Management are 
approved; 

FURTHER RESOLVED, that the officers of the U. T. System 
be, and each of them hereby is, authorized and empowered, 
for, in the name of and on behalf of the Board, to take 
such actions and to execute and deliver such amendments, 
certificates, agreements, instruments, notices and 
documents, or to effect any necessary filings with any 
and all appropriate regulatory authorities, State and 
Federal, as may be required, or as such officer may deem 
necessary, advisable or proper in order to carry out the 
transactions contemplated by, and the purposes and intent 
of the foregoing resolutions; all such actions to be 
performed in such manner, and all such amendments, 
certificates, agreements, instruments, notices and 
documents to be executed and delivered in such form, as 
the officer performing or executing the same shall 
approve, the performance or execution thereof by such 
officer to be conclusive evidence of the approval thereof 
by such officer and by this Board; and 

FURTHER RESOLVED, that the authority granted to the 
officers of the U. T. System under the foregoing 
resolutions shall be deemed to include, the authority to 
perform such further acts and deeds as may be necessary 
or appropriate, in the judgment of such officers, to 
carry out the transactions contemplated thereby, and all 
acts and deeds previously performed by the officers of 
the U. T. System prior to the date of these resolutions 
that are within the authority conferred hereby, are 
ratified, confirmed and approved as the authorized acts 
and deeds of the Board. 

BACKGROUND INFORMATION 

The recommended actions above are based upon a recent 
review of the U. T. System investment governance and 
management structure. This review was undertaken in 
recognition of the U. T. System's increasing reliance on 
private support and its endowment resources to fund its 
mission. Effective use of these critical sources of 
funding will depend on the successful management by the 
Board of Regents of the approximately $8.5 billion of PUF 
and U. T. System investment assets under its fiduciary 
care. Successful investment management will present an 
increasingly formidable challenge in the coming years as 
a result of two major factors. First, the U. T. System 
will be required to compete for returns in an 
increasingly complex investment environment marked by 
global markets, alternative investment classes, a 
proliferation of new, complicated financial instruments, 
and short windows of opportunity. Second, the scale and 
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complexity of the Board's investment responsibilities 
have grown to the point where full time oversight of the 
investment portfolios is required. 

As part of its long range planning to help meet the 
investment challenge presented by such factors, the Asset 
Management Committee engaged Cambridge Associates, a 
nationally recognized endowment consulting firm, to 
evaluate the existing U. T. System investment oversight 
and management structure. The analysis performed by 
Cambridge Associates identified numerous deficiencies in 
the existing governance structure which in its opinion 
inhibit the U. T. System's ability to compete effectively 
for investment returns. The major identified governance 
deficiencies cited were limited investment expertise by 
most Board members, a lack of "institutional memory" from 
frequent Board turnover, overlapping governance 
committees and poor separation of policy formulation from 
operations. 

Cambridge Associates recommended that the Board correct 
such deficiencies by using a not-for-profit investment 
corporation based on investment governance and management 
models successfully employed by other leading 
universities with multi-billion dollar endowments. As 
the investment portfolios of these peer institutions 
increased in scale and complexity over time, the 
governance structures were restructured to provide for 
independent operations and significant delegation of 
authority. These models attempt to remedy the same 
governance deficiencies identified by Cambridge 
Associates by establishing hybrid boards consisting of 
both trustees and investment professionals and delegating 
investment decisions to investment staff, subject to 
policy constraints. These structural characteristics 
were specifically implemented to a) preserve ultimate 
trustee control of investments for fiduciary purposes, b) 
create a separate investment board with a high level of 
investment expertise for oversight purposes, c) emphasize 
policy deliberation at the board level, d) streamline 
decision making by shortening reporting lines, and e) 
focus accountability for investment results. 

Based on the conclusions of the Cambridge Associates 
evaluation, the U. T. Board on April 10, 1995 adopted a 
resolution authorizing the pursuit of statutory 
amendments for delegation of investment authority of 
Board designated funds to a non-profit investment 
management corporation. Such statutory .authority was 
provided in May, 1995 with the passage of HE 1877 by the 
Texas Legislature. HB 1877 amended section 66.08 of the 
Education Code and authorized the Board to enter into a 
contract with a non-profit corporation to invest funds 
under the control and management of the Board subject to 
certain conditions: 

I. that the corporation not engage in any business 
other than investing funds designated by the Board 
under the contract; 

II. that 
A. 

B. 

c. 

the Board approve: 
the articles of incorporation and by-laws of 
the corporation and any amendments thereto 
the investment policies of the corporation, 
including amendments thereto 
the audit and ethics committee of the 
corporation, and 

D. the code of ethics of the corporation; 

III. that the Board appoint and remove all members of the 
corporation's board of directors; 

IV. that the Board provide for an annual financial audit 
of the Permanent University Fund; 
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V. that the corporation file quarterly reports with the 
Board concerning matters required by the Board. 

Following the receipt of statutory authority to contract 
with a nonprofit corporation to invest Board designated 
funds, the Board authorized the preparation of a business 
plan pursuant to which a 501(c) (3) corporation to be 
known as The University of Texas Investment Management 
Company would be organized and contracted with to perform 
the investment management functions currently performed 
by the Office of Asset Management. This plan was 
presented to the Chancellor, the Asset Management 
Committee and the U. T. Board in various briefings as is 
the basis for the recommended actions. 

The proposed Investment Management Services Agreement 
(Exhibit A) appoints UTIMCO as the Board's investment 
manager with complete authority to act for the Board in 
the investment of all funds currently managed by the 
Office of Asset Management. The Agreement also defines 
the investment management services to be provided by 
UTIMCO and imposes a fiduciary duty on the company in 
performing its services. It provides for the safekeeping 
of investments with the current custodian, Mellon Trust, 
Pittsburgh, Pennsylvania and the assessment of four fees: 
1) a one-time organizational fee in an amount not to 
exceed $250,000 with which to fund expenses incurred in 
organizing UTIMCO, 2) a one-time working capital fee 
equal to $500,000 to be used by UTIMCO as a working 
capital reserve, 3) a one-time equipment fee in the form 
of an in-kind transfer of certain office equipment 
currently used by the Office of Asset Management and 
listed in Exhibit F with an estimated book value of 
$631,000 and 4) an annual management fee for the current 
fiscal year at an annualized rate of $4,530,602 or 
approximately .05% of the market value as of August 31, 
1995 of funds to be managed by UTIMCO, as presented in 
Exhibit G. The Agreement also authorizes UTIMCO to charge 
each fund under management for the direct expenses 
incurred for portfolio management, custody, auditing and 
other services performed by external vendors for each 
fund. Furthermore, the Agreement indemnifies UTIMCO and 
its directors, employees and other agents to the fullest 
extent permitted by applicable law. Finally, it 
prohibits self dealing and service to other clients and 
allows the U. T. Board to terminate the Agreement by 
written notice to UTIMCO subject to reasonable allowance 
for settlement of pending trades. 

Approval of the UTIMCO Investment Policy Statements 
(Exhibits A- E) encompasses the following actions: 

Permanent University Fund (Exhibit A) : Rescission of the 
existing PUF policy and adoption of a new policy. The 
recommended new policy recognizes the non-total return 
structure of the fund by emphasizing income growth over 
total return and an increased allocation to equities. 
This policy was approved by the Asset Management 
Committee in October 1995. 

Long Term Fund (Exhibit B): The proposed policy statement 
contains no policy changes per se. Amendments relate to 
the substitution of UTIMCO for Office of Asset Management 
where appropriate and standardization of definitions with 
the PUF policy. 

Operating Funds Investment Policy Statement (Exhibit C) : 
Amended to substitute UTIMCO for Office of Asset 
Management. 
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Short/Intermediate Term Fund Information Memorandum 
(Exhibit Dl : Amended to reflect the dissolution of the 
Fund Advisory Board, incorporation of a pre-approved 
section regarding derivatives guidelines, and 
substitution of UTIMCO for office of Asset Management. 

Private Investment Policy Statement (Exhibit El: 
Recognize the substitution of UTIMCO and the UTIMCO Board 
for the Asset Management Committee and revision of 
valuation policy to conform to industry standards. 

The proposed amendments to the Regents' Rules and 
Regulations (Exhibit C) are recommended to dissolve the 
existing investment governance and management structure 
and to recognize the provision of investment management 
services by UTIMCO. Included in the revisions to the 
Rules and Regulations is the dissolution of the Asset 
Management Committee, the Office of Asset Management and 
the Investment Advisory Committee. 

UTIMCO will enter into an agreement with the U. T. System 
to lease 12,565 sq. ft. on CTJ2 and CTJ3 and 40 parking 
spaces for employees and visitors at an initial annual 
rate of $197,700. UTIMCO will receive a tenant's 
improvements allowance of $155,000. UTIMCO also will 
enter into an information systems support contract with 
the U. T. System until such time as it can support its 
own information technologies. 

The documents supporting this agenda item have been 
reviewed by the Office of General Counsel as to 
compliance with the enabling legislation and the Office 
of the Board Regents as to revision of the Regents' Rules 
and Regulations. 

Adoption of the recommended resolutions to create a new 
investment governance and management structure will 
strengthen the U. T. Board's ability to fulfill its 
fiduciary responsibility and to generate investment 
returns equal to or in excess of peer universities. 
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Exhibit A 

INVESTMENT MANAGEMENT SERVICES AGREEMENT 

This Investment Management Services Agreement (this "Agreement") by and between the Board 
of Regents (the "U.T. Board") of The University of Texas System (the "U.T. System") and The 
University of Texas Investment Management Company ("UTIMCO"), a Texas non-profit 
corporation, is effective March 1, 1996, (the "Effective Date"). 

RECITALS 

WHEREAS, the U.T. Board, pursuant to the Constitution and statutes of the State of Texas, is 
responsible for the investment of the Permanent University Fund, the local and institutional funds 
of the U.T. System and the funds of various trusts and foundations for which it serves as trustee, all 
of which funds are under the control and management of the U.T. Board; and 

WHEREAS, Section 66.08, Texas Education Code, as amended, authorizes the U.T. Board, subject 
to certain conditions, to enter into a contract with a nonprofit corporation for the corporation to 
invest funds under the control and management of the U. T. Board, as designated by the U. T. Board; 
and 

WHEREAS, UTIMCO has been organized under the laws of the State of Texas, including the Texas 
Non-Profit Corporation Act, Article 1396-1.01 et seq., Vernon's Texas Civil Statutes, for the express 
purpose of investing funds under the control and management of the U.T. Board, as designated by 
the U.T. Board, in accordance with the laws of the State of Texas; and 

WHEREAS, the U.T. Board desires to enter into this Agreement with UTIMCO in order to provide 
for UTIMCO to invest certain designated funds under the control and management of the U.T. 
Board; and 

WHEREAS, UTIMCO desires to enter into this Agreement with the U .T. Board and to invest certain 
designated funds under the control and management ofthe U.T. Board; and 

WHEREAS, all conditions precedent to the execution and delivery of this Agreement have been 
fully satisfied and fulfilled, including, without limitations, the conditions established by Section 
66.08, Texas Education Code, as amended; 

NOW THEREFORE, for and in consideration of the premises and the mutual promises contained 
herein and other good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged, the parties hereto agree as follows: 
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AGREEMENT 

Section 1. Definitions. 

Accounts shall mean those funds for which the U.T. Board has investment responsibility, 
namely (a) the Permanent University Fund, excluding PUF Lands, (b) the U.T. Board 
Accounts and (c) the U.T. Board Trust Accounts. 

Available University Fund or AUF shall mean the dividend, interest and other income of 
the Permanent University Fund (less administrative expenses), including net income 
attributable to the surface of PUF Lands, all as provided by Article VII, Section 18 of the 
Texas Constitution. 

AUiliate shall mean an entity directly or indirectly controlling, controlled by, or under 
common control with UTIMCO, including an entity with whom UTIMCO has an express 
or implied agreement regarding the direct or indirect purchase of investments by each from 
the other. 

Claims shall mean all claims, lawsuits, causes of action and other legal actions and 
proceedings of whatever nature brought against (whether by way of direct action, counter 
claim, cross action, or impleader) any Indemnified Party and all requests or demands for 
indemnification made by any third party upon any Indemnified Party, even if groundless, 
false or fraudulent, so long as the claim, lawsuit, cause of action, other legal action or 
proceeding, request or demand is alleged or determined, directly or indirectly, to arise out 
of, result from, relate to or be based upon, in whole or in part, the duties, activities, acts or 
omissions of any person arising under this Agreement. 

Custodian or Custodians shall mean a commercial bank, trust company or other entity 
selected by UTIMCO to hold and safekeep physical securities representing investment assets 
of any Account and to perform the other functions listed in Section 5 hereof. The primary 
Custodian as of the effective date of this Agreement is Mellon Trust of Medford, 
Massachusetts. Substitute or additional Custodians may be appointed by UTIMCO from 
time to time. 

Indemnified Parties shall mean UTIMCO and any of its officers, directors, employees and 
agents. 

Investment Policies shall mean the written investment policies relating to the PUF, the LTF, 
the SIF, the SIITF and the STF attached hereto as Exhibits A-E, as the same maybe amended 
from time to time by UTIMCO with the consent and approval of the U.T. Board. 

Long Term Fund or LTF shall mean the long-term pooled investment fund previously 
established by the U.T. Board for the collective investment of all endowment and other 
long-term funds of component institutions of the U.T. System (other than the Permanent 
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University Fund and other funds subject to use restrictions that are inconsistent with 
investment in such Long Term Fund). 

Losses shall mean losses, costs, damages, expenses, judgments and liabilities of whatever 
nature (including, but not limited to, attorneys', accountants' and other professionals' fees, 
litigation and court costs and expenses, amounts paid in settlement, amounts paid to 
discharge judgments and amounts payable by an Indemnified Party to any other person under 
any arrangement providing for indemnification of that person) directly or indirectly resulting 
from, arising out of or relating to one or more Claims. 

Per/Wlnent University Fund or PUF shall mean the constitutional fund known by that name 
and established pursuant to Article VII, Section II of the Texas Constitution. 

Permanent University Fund Lands or PUF Lands shall mean the approximately 2,109,109 
acres of land located in 24 Texas counties and constituting a part of the Permanent 
University Fund. 

Q.E.LE. shall mean the quasi-endowment fund established by the U.T. Board on December 
8, 1988, to provide performance compensation for professional staff employed by the Office 
of Asset Management. 

Separately Invested Funds or SIFs shall mean U.T. System Funds or U.T. Board Trust 
accounts which by election of the U.T. Board or by requirement of the trust indenture or 
donative instrument are invested separately and apart from other U.T. System Funds and the 
PUP. 

Short/Intermediate Term Fund or S!liE. shall mean the short/intermediate term pooled 
investment fund previously established by the U.T. Board for the collective investment of 
funds (other than endowment and other long-term funds, including the Permanent University 
Fund) of the component institutions of the U.T. System. 

Short Term Fund or STF shall mean the money market mutual fund or funds approved by 
UTIMCO from time to time as an investment for U.T. System Funds. As of the effective 
date of this Agreement, the only Short Term Fund is a money market mutual fund known as 
the Financial Square Prime Obligations Fund, which is a series of the Goldman Sachs Money 
Market Trust. Substitute or additional money market mutual funds (including internally 
managed funds) may be approved by UTIMCO from time to time as the Short Term Fund. 

U. T. Board Accounts shall mean the investment assets of the U. T. System, consisting of the 
Long Term Fund, the Shortllntermediate Term Fund, the Short Term Fund and the 
Separately Invested Funds. 

U. T. Board Trust Accounts shall mean the assets of charitable remainder trusts, foundations 
and other separately invested funds for which the U.T. Board serves as trustee on behalf of 
itself and other co-beneficiaries. 
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U. T. System Funds shall mean all funds under the control and management of the 
U.T. Board, other than the Permanent University Fund and the U. T. Board Trust Accounts. 

Section 2. Delegation of Investment Authority. 

The U.T. Board hereby appoints UTIMCO as its investment manager with complete authority to act 
for the Board in the investment of .the Accounts, subject, however, to such limitations and 
restrictions as are set forth in the Investment Policies. UTIMCO shall furnish the U.T. Board with 
continuous investment management services and shall invest and reinvest the assets of the Accounts 
in such ways and at such times as are believed by UTIMCO to be consistent with the Investment 
Policies and Section 4 hereof. UTIMCO shall be responsible for overall management of the U.T. 
Board's investment affairs and shall manage each Account as a discretionary account. 

Section 3. Description of Investment Management Services. 

During the term of this Agreement, UTIMCO shall provide the following services in conjunction 
with the investment of the Accounts: 

a) Investment Policies: 
UTIMCO shall review current investment policies for each Account and recommend any 
amendments for approval by the U.T. Board. Such review shall include distribution 
(spending) guidelines, long-term investment return expectations and expected risk levels, 
asset allocation targets and ranges for each eligible asset class, expected returns for each 
asset class and fund, and designated performance benchmarks for each asset class. 

b) Investment Management: 
UTIMCO shall oversee the investment management process. Such oversight shall include 
the development of an investment outlook based on global economic and capital market 
forecasts, the rebalancing of allocations to each asset class within ranges in response to 
changes in the investment outlook, and the selection of a combination of portfolio managers 
to construct portfolios designed to generate the expected returns of each asset class. 

c) Investment Performance: 
UTIMCO shall monitor and report on investment performance for the PUF and U.T. Board 
accounts. Such responsibilities shall include the calculation and evaluation of performance 
of asset classes and individual portfolios, against established benchmarks over various 
periods of time, the periodic review of performance benchmarks, the reporting of 
investment performance of Separately Invested Assets and U.T. Board Trust Accounts as 
requested by the U.T. Board, and the reporting to regulatory agencies and others regarding 
investments under management to the extent required by applicable law. 

d) Operations: 
UTIMCO shall execute such operational responsibilities as the purchase and sale of 
investments, settlement of all trades (to the extent such trades are not settled by Custodian 
or brokers), the accounting for all transactions at the portfolio level in accordance with 
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generally accepted accounting principles, the preparation and delivery of periodic financial 
reports on all funds; and the maintenance of complete books and records (internally or 
through contract with the designated Custodian for the assets under management) reflecting 
transactions and balances of the Accounts. 

e) Books and Records: 
UTIMCO shall maintain the books and records for each Account on the basis of a fiscal year 
ending August 31st (or such other fiscal year as the U. T. Board may establish from time to 
time), and shall keep full separate records of all transactions with respect to each Account. 
The books and records of the Accounts and all records concerning UTIMCO's operations 
shall be available during normal business hours for inspection by an authorized 
representative of U.T. System. UTIMCO shall provide full audit access to auditors 
representing the U. T. Board or the State Auditor, including access to any and all information 
concerning the operations ofUTIMCO. 

f) Other Services: 
UTIMCO shall perform other investment management services to include attending 
meetings of the U.T. Board and making such reports as the U.T. Board may request from 
time to time, voting of securities (or proxies with respect thereto) held as investments of the 
Accounts; providing U.T. System component institutions with annual endowment reports 
reflecting, among other things, changes in the investment value of such component's 
endowment and distributions made to such component to support the activities for which the 
endowment was established; providing charitable trust administration services such as 
portfolio management, annual tax return preparation, annual trust reporting to donors and 
remittance of quarterly distributions; providing annual reporting of investment transactions 
and balances and distributing funds to authorized beneficiaries on foundation accounts; 
effecting distributions directly or through the Custodian to U.T. System component 
institutions or other named beneficiaries from the Accounts; supporting and maintaining on
line account information system for endowment accounts; and any other services necessary 
to provide investment management of the Accounts. 

Section 4. Investment Manager as Fiduciary. 

UTIMCO acknowledges that it will be acting as a fiduciary with respect to managing the 
investments of the Accounts and that, subject to the Investment Policies and applicable law, it will 
exercise the judgment and care under the circumstances then prevailing that persons of ordinary 
prudence, discretion and intelligence exercise in the management of their own affairs, not in regard 
to speculation but in regard to the permanent disposition of their funds, considering the probable 
income as well as the probable safety of their capital. The U.T. Board recognizes that all investment 
transactions involve a variety of significant potential risks, including, without limitation, market risk, 
liquidity risk, credit risk, cash flow risk, operational risk and counterparty risk. The U. T. Board 
agrees that (i) UTIMCO will not be liable for any losses incurred in the Accounts as a result of 
investments made pursuant to the Investment Policies, and (ii) UTIMCO will not be liable for 
actions of co-fiduciaries. The Board also acknowledges that UTIMCO shall not be liable for, and, 
to. the fullest extent authorized by the Constitution and laws of the State of Texas, agrees to hold 
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UTIMCO harmless from the consequences of any action taken or omitted to be taken by the U.T. 
System or any of its employees or agents prior to the Effective Date of this Agreement. 

Section 5. Custody of Assets. 

UTIMCO shall use custodians for safekeeping, settlement of security purchases, sales, collection of 
income and other duties as more fully described in the existing custody agreement between the U.T. 
Board and the Custodian, which agreement, together with the U.T. Board's rights, duties and 
obligations thereunder, has been or shall be assigned to UTIMCO. In addition, UTIMCO may from 
time to time use a brokerage firm to settle security sales on behalf of the Board and may invest in 
a regulated mutual fund or the Common Fund, which assets are held outside of the bank custody 
relationship. Any physical certificates not held in safekeeping with a Custodian shall be held in 
safekeeping at a local bank as designated by UTIMCO. 

Section 6. Use of Unaffiliated Investment Managers. 

UTIMCO shall be entitled to use unaffiliated investment advisors to invest all or part of the 
Accounts and to perform other duties as more fully described in existing investment advisory 
agreements between the U.T. Board and such investment advisors, which agreements, together with 
the U.T. Board's rights, duties and obligations thereunder, have been or shall be assigned to 
UTIMCO. 

Section 7. Investment Management Fees; Direct Expenses. 

For services performed hereunder, UTIMCO shall be compensated in the amoWlts and in the manner 
set forth below. 

a) Organizational Fee: 
On the Effective Date, the U.T. Board shall pay UTIMCO the swn of $250,000 as 
reimbursement for expenses incurred in organizing UTIMCO to provide the investment 
management services required herein. Any excess funds remaining after payment of all 
actual organizational expenses shall be rebated back to the U.T. Board. 

b) Working Capital Fee: 
On the Effective Date, the U.T. Board shall pay to UTIMCO an amount equal to $500,000 
to be used by UTIMCO as a working capital reserve. Said reserve shall be used, as needed, 
to pay operating expenses associated with the general management of the Accounts and shall 
be reviewed annually to determine its level of adequacy. 

c) In-Kind Transfer of Office Equipment: 
On the Effective Date, the U.T. Board shall transfer title to certain equipment currently used 
by the Office of Asset Management of the U.T. System listed on Exhibit F hereto with an 
estimated book value of $631,000. 
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d) Annual Management Fee: 
At least sixty (60) days prior to August 31 of each year, UTIMCO shall submit to the U.T. 

Board its proposed annual fee for ilie following fiscal year (an "Annual Fee"). The Annual 
Fee shall be based on UTIMCO's annual budget which shall include all operating expenses 
associated with the general management of the Accounts, including, without limitation, 
salaries, benefits and performance compensation of portfolio management and support 
personnel (to the extent iliat same are not budgeted for payment from ilie Q.E.I.E.), expenses 
for consulting services, office space lease expenses, office furniture and equipment expenses, 
professional, legal, payroll and other general services expenses, travel, insurance, capital 
expenditures, and oilier miscellaneous expenses incurred by UTIMCO in connection with 
the performance of its obligations hereunder. 

At the same time that UTIMCO submits its Annual Fee, it shall also submit to the U.T. 
Board an allocation formula for charging the Annual Fee to the Accounts. The Annual Fee 
and the allocation formula shall be approved or disapproved by the U.T. Board at its next 
regular meeting. The U.T. Board will not unreasonably wifuhold approval of the Annual Fee 
or ilie allocation formula. Any such fee or formula which is disapproved shall be promptly 
revised by UTIMCO and re-submitted to ilie U.T. Board for approval. If any Annual Fee or 
allocation formula is not approved by the U.T. Board prior to ilie first day of the fiscal year 
covered by such Annual Fee or allocation formula, the Annual Fee and allocation formula, 
as the case may be, in effect during the previous fiscal year shall continue in effect until a 
new Annual Fee or allocation formula, as the case may be, has been approved for the new 
fiscal year. Notwithstanding the foregoing, ilie Annual Fee and allocation formula for the 
initial fiscal year (or remainder thereof) of this Agreement shall be set forth on Exhibit G. 

On or before the first day of each fiscal quarter, UTIMCO shall be entitled to charge each 
Account with its allocable share (determined in accordance with the allocation formula then 
in effect) of one-fourfu of the amount of ilie Annual Fee to pay UTIMCO's operating 
expenses for ilie succeeding fiscal quarter; provided, that following an audit of UTIMCO's 
financial statements for any fiscal year, if it is determined that UTIMCO's operating expenses 
during such fiscal year were less ilian its Annual Fee, UTIMCO shall credit ilie surplus 
amount charged to ilie Accounts during such fiscal year (based upon the allocation formula 
then in effect) against the amount charged to each respective Account on or before the first 
day of the next fiscal quarter; provided, further, that UTIMCO shall credit investment 
earnings realized on funds pending disbursement to pay operating expenses in the same 
fashion as set forth in the immediately preceding proviso. UTIMCO shall be entitled, with 
the approval ofilie U.T. Board, to revise ilie Annual Fee and allocation formula at any time 
during a fiscal year. Any statements for partial quarters at the beginning or end of this 
Agreement shall be prorated to reflect the actual time services were rendered during such 
partial quarters. 

UTIMCO is hereby authorized to pay from each Account direct expenses incurred for 
portfolio management, custodian, auditing, and oilier services which are performed by 
external vendors specifically for each Account. UTIMCO is authorized to pay expenses 
incurred on behalf of the Permanent University Fund by submitting a purchase voucher to 
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the State Comptroller for payment of said expenses from the Available University Fund. 
Notwithstanding the above, vouchers submitted for quarterly payment of the UTIMCO 
annual management fee from the AUF shall require the approval of the Office oflnvestrnent 
Accounting of the U. T. System (or any successor to the functions of that office). 

e) Performance Compensation: 
In addition to the fees provided for above, the U.T. Board shall pay to UTIMCO from the 
Q.E.I.E. the amount of performance compensation actually awarded to UTIMCO staff, 
subject to the maximum amount of such compensation budgeted for payment from the 
Q.E.I.E. pursuant to UTIMCO's annual budget. Amounts distributed from the Q.E.I.E. in any 
given year in excess of amounts paid to UTIMCO shall be reinvested and shall be available 
for future payment to UTIMCO pursuant to this subsection (e). 

Section 8. Brokerage Commissions. 

The U.T. Board acknowledges and agrees that the investment management fees provided for in 
Section 6 are in addition to any compensation that may be due to a broker or dealer in effecting and 
executing transactions on behalf ofUTIMCO. UTIMCO is hereby authorized and empowered, with 
full and absolute discretion, to issue instructions in accordance with the Investment Policies to such 
unaffiliated brokerage firms as may be selected by UTIMCO for the execution of orders for the 
purchase, sale, exchange and general investment of the Accounts; provided that UTIMCO shall not 
select a brokerage firm that is an Affiliate ofUTIMCO. All orders for Account transactions shall 
be placed in such markets and through such brokers as UTIMCO determines will offer the most 
favorable price, execution and commission cost of each order. The U.T. Board acknowledges and 
agrees that UTIMCO, from time to time and in accordance with applicable law, may pay 
commissions to brokers that are higher than those that might be obtainable elsewhere in order to 
obtain from such brokers research and other services expected to enhance the long-term value of the 
Accounts. Notwithstanding the preceding sentence, UTIMCO agrees that the average commission 
rate paid to brokers on all orders for transactions for the Accounts shall not exceed 6¢ per share or 
such other rate (higher or lower) as shall be set by the U.T. Board from time to time. 

Section 9. Valuation of Account Assets. 

For the purposes of reporting the valuation of each Account, the market value of the securities 
(including cash and short term equivalents) settled in the Account shall be determined as of the close 
of business on the last business day of each fiscal quarter by the Custodian. 

Section 10. Representations and Warranties of Parties. 

U.T. Board. 

A. The U.T. Board (a) is duly established and validly existing under the laws of the 
State of Texas and is an agency of the State of Texas, (b) has all power and authority 
and all material government licenses, authorizations, consents and approvals required 
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· to carry on its business as now conducted, and (c) has full power and authority to 
execute, deliver and perform this Agreement. 

B. The execution, delivery and performance by the U.T. Board of this Agreement have 
been duly authorized by all necessary action and do not contravene, or result in the 
violation of or constitute a default under, any provision of applicable law or 
regulation, or any order, rule or regulation of any court, governmental agency or 
instrumentality or any agreement, resolution or instrument to which the U. T. Board 
is a party or by which it or any of its property is bound. 

C. No authorization, consent, approval, permit, license, or exemption of, or filing or 
registration with, any court or governmental department, commission, board, bureau, 
agency or instrumentality that has not been obtained or issued is or will be necessary 
for the valid execution, delivery or performance by the U.T. Board of this 
Agreement. 

D. This Agreement constitutes a valid and binding agreement of the U.T. Board. 

E. There is no action, suit or proceeding pending or, to the knowledge of the U. T. 
Board, threatened against or affecting the U. T. Board or the U. T. System, or relating 
to this Agreement, in any court or before or by any governmental department, agency 
or instrumentality which, if adversely determined, would materially affect the ability 
or authority of the U.T. Board to enter into, and perform its obligations under, this 
Agreement, or which in any manner questions the validity or enforceability of this 
Agreement. 

F. The U. T. Board has approved and does hereby approve: 
(1) the Articles oflncorporation and Bylaws ofUTIMCO attached as Exhibits 

H and I, respectively; 
(2) the Investment Policies; 
(3) the audit and ethics committee ofUTIMCO, the members of which are listed 

on Exhibit J ; and 
( 4) the Code of Ethics ofUTIMCO attached as Exhibit K. 

G. The U.T. Board has been provided with the opportunity to ask questions of, and it 
has received answers thereto satisfactory to it from, UTIMCO and its representatives 
regarding this Agreement and has obtained all additional information requested by 
it ofUTIMCO and its representatives prior to entering into this Agreement. 

UTIMCO. 

A. UTIMCO (a) is d~ly organized and validly existing as a Texas non-profit corporation 
under the laws of the State of Texas, particularly the Texas Non-Profit Corporation 
Act, Article 1396-1.01 et seq., Vernon's Texas Civil Statutes, (b) has all corporate 
power and authority and all material government licenses, authorizations, consents 
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and approvals required to carry on its business as now conducted, and (c) has full 
power and authority to execute, deliver and perform this Agreement. 

B. The execution, delivery and performance by UTIMCO of this Agreement have been 
duly authorized by all necessary action by UTIMCO and do not contravene, or result 
in the violation of or constitute a default under, any provision of appljcable law or 
regulation, or any order, rule or regulation of any court, governmental agency or 
instrumentality or any agreement, resolution or instrument to which UTIMCO is a 
party or by which it or any of its property is bound. 

C. No authorization, consent, approval, permit, license, or exemption of, or filing or 
registration with, any court or governmental department, conunission, board, bureau, 
agency or instrumentality that has not been obtained or issued is or will be necessary 
for the valid execution, delivery or performance by UTIMCO of this Agreement. 

D. This Agreement constitutes a valid and binding agreement ofUTIMCO .. 

E. There is no action, suit or proceeding pending or, to the knowledge of UTIMCO, 
threatened against or affecting UTIMCO, or relating to this Agreement in any court 
or before or by any governmental department, agency or instrumentality which, if 
adversely determined, would materially affect the ability or authority ofUTIMCO 
to enter into, and to perform its obligations under, this Agreement, or which in any 
manner questions the validity or enforceability of this Agreement. 

Section 10. Prohibition Against Self-Dealing. 

Consistent with the requirements of Section 66.08, Texas Education Code, UTIMCO shall not enter 
into an agreement or transaction with any of the following: 

A. A director, officer, or employee of UTIMCO acting in other than an official capacity 
on behalf ofUTIMCO; 

B. A business entity in which a director, officer, or employee of UTIMCO has an 
interest; 

C. A former director, officer, or employee of UTIMCO on or before the second 
anniversary of the date the person ceased to be a director, officer, or employee of 
UTIMCO; 

D. A business entity in which a former director, officer, or employee ofUTIMCO has 
an interest on or before the second anniversary of the date the person ceased to be a 
director, officer, or employee ofUTIMCO. 

For purposes of this Section, a person has an interest in a business entity if (i) the person owns five 
percent or more of the voting stock or shares of the business entity; (ii) the person owns five percent 
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or more of the fair market value of the business entity; or (iii) money received by the person from 
the business entity exceeds five percent of the person's gross income for the preceding calendar year. 
Any agreement or transaction entered into in violation of this Section I 0 is void. 

Section 11. Prohibition Against Service to Other Clients. 

In accordance with Section 66.08, Texas Education Code, UTIMCO shall not engage in any business 
other than managing the Accounts under this Agreement. 

Section 12. Investment Company Act. 

UTIMCO shall not be required to register as an "investment company" under the investment 
Company Act of 1940, as amended. 

Section 13. Termination. 

The U.T. Board may terminate this Agreement at any time by written notice to UTIMCO, effective 
immediately upon receipt of such notice by UTIMCO, subject to reasonable allowance for settlement 
of pending trades. UTIMCO may terminate this Agreement upon thirty (30) days' written notice to 
the U.T. Board. There shall be no penalty for termination; however, UTIMCO shall be entitled to 
all compensation and benefits earned prior to termination. 

Section 14. Amendments. 

No amendment hereto shall be effective unless executed in the same manner as this Agreement. 

Section 15. Notices. 

All notices or communications hereunder shall be in writing and shall not be effective until hand 
delivered and receipted to the other party, or sent by overnight delivery, or sent by United States 
Certified or Registered Mail, postage prepaid, to the addressed party. The following are the 
designated addresses for such notices or communications and may only be changed by 
communication in the manner required by this paragraph: 

To U.T. Board: 
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ToUTIMCO: 
The University of Texas Investment Management Company 
Attn: President 
21 0 West Sixth St. - 2nd Floor 
Austin, Texas 78701 
Tel. (512) 499-4337 
Fax. (512) 499-4365 

Section 16. Non-Assignability. 

No Assignment of this Agreement by UTIMCO shall be made without having obtained the prior 
written consent of the U.T. Board nor is the Agreement assignable by the U.T. Board without prior 
written consent ofUTIMCO. 

Section 17. No Waiver of Breach. 

A waiver of a breach of any provision of this Agreement shall not constitute a waiver of any 
subsequent breach of that provision or a breach of any provision hereof. Failure of either party to 
enforce at any time or from time to time any provision of this Agreement shall not be construed as 
a waiver thereof. 

Section 18. Indemnification. 

a) Agreements to lpdempjfy: 
To the fullest extent authorized by the Constitution and laws of the State of Texas, the U.T. 
Board shall indemnifY and hold harmless each of the Indemnified Parties against any and all 
Losses, including Losses resulting from the negligence of the Indemnified Party claiming 
indemnification; provided, however, the U.T. Board shall not be obligated to indemnifY an 
Indemnified Party against Losses to the extent such Losses are caused by (i) an act or 
omission that involves intentional misconduct or a knowing violation . of law by the 
Indemnified Party claiming indemnification, (ii) a transaction from which the Indemnified 
Party claiming indemnification received an improper benefit, (iii) an act or omission for 
which the liability of the Indemnified Party claiming indemnification is expressly provided 
by an applicable statute, or (iv) an act or omission constituting gross negligence by the 
Indemnified Party claiming indemnification; provided further that indemnification payments 
by the U.T. Board shall be paid from the same sources as the Annual Fee pursuant to Section 
7. 

b) Reimbursement: 
Each Indemnified Party shall reimburse the U.T. Board for payments made by the U.T. 
Board pursuant to this Section to the extent of any proceeds, net of all expenses of collection, 
actually received by it from any insurance with respect to any Loss. At the request and 
expense of the U.T. Board, each Indemnified Party shall have the duty to claim any such 
insurance proceeds and such Indemnified Party shall assign its rights to such proceeds, to the 
extent of such required reimbursement, to the U.T. Board. 
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c) Notice: 
In case any Claim shall be brought or, to the knowledge of any Indemnified Party, threatened 
against any Indemnified Party in respect of which indemnity may be sought against the U.T. 
Board, such Indemnified Party shall promptly notify the U.T. Board in writing; provided, 
however, that any failure so to notify shall not relieve the U.T. Board of its obligations under 
this Section. 

d) Defense: 
The U.T. Board shall have the right to assume the investigation and defense of all Claims, 
including the employment of counsel and the payment of all expenses. Each Indemnified 
Party shall have the right to employ separate counsel in any such action and participate in the 
investigation and defense thereof, but the fees and expenses of such counsel shall be paid by 
such Indemnified Party unless (i) the employment of such counsel has been specifically 
authorized by the U.T. Board, in writing, (ii) the U.T. Board has failed to assume the defense 
and to employ counsel, or (iii) the named parties to any such action (including any impleaded 
parties) include both an Indemnified Party and the U.T. Board, and such Indemnified Party 
shall have been advised by counsel that there may be one or more legal defenses available 
to it which are different from or additional to those available to the U.T. Board (in which 
case, if such Indemnified Party notifies the U.T. Board in writing that it elects to employ 
separate counsel at the U.T. Board's expense, the U.T. Board shall not have the right to 
assume the defense of the action on behalf of such Indemnified Party; provided, however, 
that the U.T. Board shall not, in connection with any one action or separate but substantially 
similar or related actions in the same jurisdiction arising out of the same general allegation 
or circumstances, be liable for the reasonable fees and expenses of more than one separate 
firm of attorneys for the Indemnified Parties, which firm shall be designated in writing by 
such Indemnified Parties). 

e) Cooperation; Settlement: 
Each Indemnified Party shall use reasonable efforts to cooperate with the U.T. Board in the 
defense of any action or Claim. The U.T. Board shall not be liable for any settlement of any 
action or Claim without its consent but, if any such action or Claim is settled with the 
consent of the U. T. Board or there be fmal judgment for the plaintiff in any such action or 
with respect to any such Claim, the U.T. Board shall indemnify and hold harmless the 
Indemnified Parties from and against any Loss by reason of such settlement or judgment as 
provided in Subsection (a) of this Section. 

f) Survival; Right to Enforce: 
The provisions of this Section shall survive the termination of this Agreement, and the 
obligations of the U.T. Board hereunder shall apply to Losses or Claims whether asserted 
prior to or after the termination of this Agreement. In the event of failure by the U.T. Board 
to observe the covenants, conditions and agreements contained in this Section, any 
Indemnified Party may take any action at law or in equity to collect amounts then due and 
thereafter to become due, or to enforce performance and observance of any obligation, 
agreement or covenant of the U.T. Board under this Section. 
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Section 19. Confidential Relationships. 

Except as otherwise required by law, all information and recommendations furnished by UTIMCO 
shall be regarded as confidential by the U.T. Board. Each party shall regard as confidential all 
information concerning the affairs of the other party or the Accounts. Each party shall take all steps 
as are reasonably necessary to ensure compliance with this Section. 

Section 20. Entire Agreement; Miscellaneous. 

This Agreement contains the entire agreement between the parties and all representation with respect 
to the subject matter thereof. Headings in the Agreement are for purposes of reference only and shall 
not limit or otherwise effect the meaning hereof. Any capitalized term used in an Exhibit to this 
Agreement shall have the meaning designated herein, unless otherwise defined in the Exhibit itself. 

Section 21. Governing Law. 

This Agreement and all matters arising under it shall be governed by the laws of the State of Texas. 
Venue for any action brought by any party hereto concerning the subject matter of this Investment 
Management Agreement shall be in Travis County, Texas. 

Date: ____ _ 

ATTEST: 

Arthur H. Dilly 
Executive Secretary 

Date: ____ _ 
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BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By: _____________ _ 

Bernard Rapoport 
Chairman 

THE UNIVERSITY OF TEXAS 
INVESTMENT MANAGEMENT COMPANY, 

a Texas non-profit corporation 

By: _____________ _ 

Thomas G. Ricks 
President 

14 





PERMANENT UNIVERSITY FUND 

INVESTMENT POLICY 

Background 
The Permanent Univer~ity Fund (the "PUF") is a public endowment contributing to the support 
of The University of Texas System and The Texas A&M University System. The PUF was 
established by the Texas Constitution in 1876 with the appropriation of one million acres of land 
in addition to land previously granted to The University of Texas. The granting of land to the 
PUF was completed in 1883 with the granting of an additional one million acres ofland. The 
2,109,110 acres held by the PUF are located in 19 West Texas counties. 

The 2.1 million acres comprising the PUF Lands produce two streams of income: a) mineral 
income, primarily in the form of oil and gas royalties and b) surface income, in the form of 
surface leases and easements. Under the Texas Constitution, mineral income, as a non
renewable source of income, remains a non distributable part of PUF corpus, and is invested in 
securities. Surface income, as a renewable source of income, is distributed to the Available 
University Fund, (the "AUF"), as received. 

The Constitution prohibits the distribution and expenditure of PUF corpus. As a result, realized 
gains and losses from the sale of PUF securities must be retained as corpus and may not be 
distributed to the AUF. Conversely, the Constitution requires the distribution of all PUF income, 
generally in the form of dividend and interest income, into the AUF to be expended for certain 
authorized purposes. 

The expenditure of PUF income which is distributed to the AUF is subject to a prescribed order 
of priority: 

First, expenses incurred in the administration ofPUF lands and securities. Resolutions adopted 
by the U. T. Board of Regents (the "U. T. Board") require that administrative expenses of the 
PUF be restricted to a minimum consistent with prudent business judgment. 

Second, following a 2/3rds and l/3rd allocation of distributed PUF income (net of administrative 
expenses) to the U. T. System and Texas A&M University System, expenditures for debt service 
on PUF bonds. Article VII of the Texas Constitution authorizes the U. T. Board and the TAMU 
Board to issue bonds payable from their respective interests in distributed PUF income to finance 
permanent improvements and to refinance outstanding PUF obligations. The Constitution limits 
the amount of bonds and notes secured by each System's interest in divisible PUF income to 
20% and 10% of the book value ofPUF investment securities, respectively. Bond resolutions 
adopted by both Boards also prohibit the issuance of additional PUF parity obligations unless the 
projected interest in PUF net income for each System covers projected debt service at least 1.5 
times. 
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Third, expenditures to fund a) excellence programs specifically at U. T. Austin and Texas A&M 
University (respectively) and b) the administration of the university systems. 

The distribution of income and expenditures from the PUF to the AUF is depicted below in 
Exhibit 1: 
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Responsibility and Management oftbe PUF 
Article VII of the Texas Constitution assigns fiduciary responsibility for managing and investing 
the Fund to the U. T. Board. Article VII authorizes the U. T. Board, subject to procedures and 
restrictions it establishes, to invest the Fund in any kind of investments and in amounts it 
considers appropriate, provided that it adheres to the prudent person investment standard. This 
standard requires that the U. T. Board, in making investments, shall exercise the judgment and 
care under the circumstances then prevailing which persons of ordinary prudence, discretion and 
intelligence exercise in the management of their own affairs, not in regard to speculation but in 
regard to the permanent disposition of their funds, considering the probable income therefrom as 
well as the probable safety of their capital. 

Section 66.08 of the Education Code and Section 163 of the Property Code authorize the U. T. 
Board to delegate to its committees, officers or employees of the U. T. System and other agents 
the authority to act for the U. T. Board in investment of the PUF. 

Investment Objectives 
Establishment of investment objectives for the PUF is complicated by the fact that, under the 
Constitution, growth in the value of PUF investments produces no benefit to the PUF 's 
beneficiaries ~ price growth is converted into growth in distributable income. Only then will 
the PUF beneficiaries benefit in the form of increased AUF debt service capacity and/or 
increased payout capacity for excellence programs. 

The investment objectives for the PUF, as a perpetual endowment fund, are twofold: 

I. to grow distributable investment income at a minimum rate equal to inflation. High volatility 
of distributed income (i.e., volatility of debt service coverage ratios and program support) 
should be minimized to preserve the AAA rating assigned to PUF bonds. Minimization of 
income volatility shall be achieved, in part, through diversification of PUF assets in order to 
provide that investment in a single security, issuer, industry or asset class shall not have an 
excessive impact on PUF asset income. This first objective of growing distributable 
investment income paid to the AUF at a minimum rate equal to inflation is directed at 
preserving the purchasing power of beneficiaries in the future. 

2. The second major objective for the PUF shall be directed at the current year's beneficiaries -
to grow investment income over the preceding fiscal year at a minimum rate equal to the rate 
of income growth produced by the capital markets. This second objective recognizes that the 
use of passive indexation is an authorized investment strategy and that the use of active 
investment strategies must generate rates of income growth (net of expenses) over that of an 
index. 

The need to reconcile the interests of current beneficiaries with those of future beneficiaries must 
recognize that a high level of distributed income in a current year is desirable only to the extent 
that it can be grown at the rate of inflation over time. 
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Asset Allocation 
Achievement of PUF investment objectives shall be pursued primarily through asset allocation. 
Policy allocation ranges for each asset class (as contained herein) shall be determined by the 
chief investment officer subject to annual approval of the U. T. Board. Actual allocations to 
asset classes at any time may be adjusted by the chief investment officer (within approved 
ranges) in response to changes in its outlook for investments. 

PUF investments shall be allocated among the following broad asset classes based upon their 
individual income and price growth characteristics, risks, and relationships to other asset classes. 
PUF asset allocation shall recognize the unique Constitutional provisions governing the 
separation of income from capital. 

I. Cash Equivalents 

• Income: Yields on cash equivalents such as commercial paper, State Treasury deposits, 
etc. are fixed for short periods. In the majority of cases, yields on cash equivalents are 
significantly below those of longer term fixed income securities. Although their short 
terms and frequent resetting of yields provide some protection against inflation, these 
characteristics also can produce high income volatility. 

• Price: Market values of cash equivalents seldom vary from par values due to their short 
maturities. Since these securities mature at par, there is no opportunity to realize price 
appreciation with which to protect purchasing power. The short term nature of these 
securities are generally inappropriate given the perpetual nature of the PUF. Cash 
equivalents should only be used to provide liquidity for expected securities purchases. 

II. Fixed Income Investments 

• Income: Fixed income investments offer the best protection for hedging against the 
threat of deflation by providing a fixed and predictable source of PUF income. The fixed 
nature of the coupon rate provides no volatility of income over the term of the security. 
At the same time, however, this same characteristic renders fixed income securities 
ineffective in growing coupon income over time to offset inflation. 

• Price: The value of fixed income securities varies inversely with changes in interest 
rates. Current Constitutional restrictions, however, substantially limit the ability to sell 
fixed income securities without creating income volatility. During periods of declining 
interest rates, the sale of appreciated fixed income securities to realize gains will reduce 
interest income upon reinvestment of proceeds. Realized gains may not be distributed to 
the AUF to offset the loss of income. Conversely, during periods of rising interest rates, 
the sale of depreciated securities to increase income will reduce book value as the loss is 
realized. This will reduce statutory debt capacity and inhibit the ability to issue PUF 
bonds to fund new capital projects or to refmance outstanding obligations. While 
reinvestment of proceeds into higher yielding bonds may increase interest income at a 
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rate equal to or greater than the rate of inflation for a period of time, the increased income 
from the higher yielding bonds must all be distributed to the AUF and thus will not be 
available for retention in PUF corpus to offset realized losses. 

In addition, the ability to grow income through the sale of bonds prior to their maturity 
date is unsustainable over the long term. Long term growth of interest income through 
reinvestment into higher yielding bonds requires that interest rates grow in perpetuity. 
The cyclicity of interest rates will inevitably produce periods of declining rates and 
reinvestment of bond proceeds at lower yields. 

Given current Constitutional restrictions and aU. T. Board preference to maintain a threshold 
level of PUF investment income in any budget year, the use of a total return strategy (e.g. buying 
and selling bonds in anticipation of changes in the yield curve to generate gains) for any amounts 
allocated to fixed income securities is inappropriate as a means to achieve PUF investment 
objectives. Such a strategy is inappropriate because total return fails to distinguish between 
income and principal. Furthermore, over long term interest rate cycles , income increases and 
decreases resulting from security sales prior to maturity will cancel each other out. The result is 
an aggregate income distribution roughly equal to that of a buy and hold strategy only with 
substantially more year to year income volatility. 

The cyclicity of interest rates also produces income volatility for the fixed income portfolio as a 
whole even when a bond is held to maturity. Consequently, the Constitutional restrictions and 
susceptibility of AUF expenditures to income volatility require a buy and hold strategy in order 
to minimize reinvestment risk, i.e., failure to replace coupon rates on maturing bonds. Fixed 
income securities should be purchased and redeemed at maturity. Fixed income securities should 
be of high quality (to control credit risk), non-callable, when practical (to control optional 
redemption risk), and long term in order to maximize yield for a given level of risk( exceptions 
for periods of inverted yield curves). Emphasis should also be placed on both laddering 
maturities over maturity years and diversifying the composition of yields for any given maturity 
year (where possible) in order to control the volatility of reinvestment yield spreads and, by 
definition, annual distributable income. 

The historical volatility of bond yields (as represented by the 30 year U.S. Treasury bond) from 
year to year and the annual rate of inflation is presented below: 
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Yields on long term bonds (i.e., reinvestment yields) since 1957 have been characterized by high 
year to year volatility and an inability to either reduce income volatility or to grow income at the 
rate of inflation as required by the PUF's primary investment objective. 

III. EQJ.!ities 

• Income: Dividend yields of equity securities are generally significantly below yields 
on fixed income securities. While fixed income coupon rates are fixed over the life of 
a bond, dividend rates are adjustable by corporate boards. Thus, equities can produce 
downward income volatility. However, year to year declines in dividend rates (as 
represented by the S&P 500 Index), have been infrequent and of relatively small 
magnitudes. The chart below indicates that dividends of the corporate stocks 
underlying the S&P 500 Index have increased in virtually every year. The average 
rate of growth has been 5.5% per year since 1957- an annual rate greater than the 
4.6% average rate of inflation. 
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Given historical evidence of dividend growth, equity securities are preferable to fixed 
income securities in preserving the purchasing power of PUF distributable income. 

• Price: The values of equity securities vary in response to the activities of individual 
companies, as well as general market and economic conditions. Equity securities are 
distinct from fixed income senior debt securities in that sale of appreciated or 
depreciated securities does not necessarily produce higher or lower dividend yields. 
In addition, periods of price depreciation in the equity market do not necessarily 
imply dividend reductions correlate with dividend decreases. Equity securities 
participate in a company's ability to raise prices during inflation or reduce costs in 
order to increase earnings. Since 1957, price appreciation of the S&P 500 Index has 
averaged 6.8% a year- vs. an average rate of inflation of 4.6%. Consequently, equity 
securities, on average, are also superior to fixed income securities in protecting asset 
values. 

g:\users\oam\utimco\pufpo ll.doc 7 



30 0% 30.0% 

20.0% 20.0% 

10.0% 10.0% 

~10.0% 

-20.0% 

i- S&:P 500 Price Appreciation -+- CPI I 

Equity securities contain significant - risk in periods of economic dislocation. 
Since 1929, there have been three 3-year periods in which the cumulative decline in 
the value of equities for the period has ranged from 32% to 76%. Asset allocation 
policy should recognize that the PUF is a perpetual fund without liabilities such as 
insurance claims, pension benefits, etc. which might require the forced liquidation of 
equities during periods of fmancial distress. The PUF is uniquely structured to 
withstand the short term volatility of equity prices and to capture the higher rates of 
income and price growth that equities offer over the long term. 

IV. Alternative Assets 

• General: Defmed as illiquid investments designed to enhance long term returns through 
investment in inefficient, complex markets. Examples are investments in buy-outs, venture 
capital companies, etc. where the securities are not registered for sale on public exchanges. 
These investments may be in the form oflimited partnership interests or directly held 
securities. 
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• Income: As a rule, alternative assets derive the majority of their returns from price 
appreciation. Dividend rates are low to non-existent but do offer the opportunity for growth 
over time. Certain securities such as mezzanine investments offer fixed coupon rates and 
frequently are accompanied by warrants or other equity equivalents which can provide price 
appreciation. Although the coupon rates on such securities often exceed the rates on more 
traditional senior fixed income securities, they are generally fixed during the term of the 
instrument and thus offer no potential for income growth over time. 

• Price: Although not traded on an exchange for most of the holding period, alternative assets 
offer high rates of price return as compensation for illiquidity and greater financial risk. 
These risks should be controlled through disciplined due diligence and diversification. 

Alternative assets are appropriate as a PUF asset class in order to compensate for allocation 
to deflation hedging fixed income securities and for their ability to produce above average 
rates of price appreciation. 

Asset allocation policy should recognize also that debt service on PUF bonds( and in fact all AUF 
expenditures) are denominated in dollars. Exposure to securities whose income payments are 
denominated in foreign currencies should be set so as to minimize income fluctuations created by 
changes in foreign exchange rates, dividend withholding taxes and other governmental 
regulations. 

Asset Allocation Policy Targets 
Unless subsequently changed by the chief investment officer, with the approval of the U. T. 
Board, the long term asset allocation policy ranges and targets for the Fund shall be as follows: 

~ 
Cash and Equivalents 0%-5% 

Fixed Income (U.S. Domestic) 20%-40% 

Equities 
U. S. Common Stocks: 

Med./Large Capitalization Stocks 35o/o-45% 
Small Capitalization Stocks 5%-15% 

International Common Stocks: 
Established Markets 7.5%-12.5% 

Total Equities 50% - 70% 

Alternative Assets: 
Mezzanine 
Buy-outs/Special Equities 
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Venture Capital 
Total Alternative Assets 

TOTAL ASSETS 

Fund Distribution Policy 

0.5%- 1.5% 
7.5%-12.5% 

100.0% 

Rebalancing the PUF to achieve the long term target allocations listed above is 
constrained by the U. T. Board's desire to grow distributable investment income 
from current payout levels. Rebalancing the PUF to asset allocation targets over 
the next I 0 years is projected to result in little income growth until such time as 
the equity allocation dominates (using 7.25% and 6.5% reinvestment rates) as 
shown below: 
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The Board recognizes that the high distribution rate for the PUF is generally incompatible 
with the primary objective of growing income at the rate of inflation because of the need 
to generate high income yields with fixed income securities. 
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Investment Return Objectives 
Specific performance goals for the separate asset classes shall be as follows: 

Cash Equivalents 
Fixed Income: 
Equities 
Alternative Assets 

Income Growth 
vs. Inflation 
C.P.l. 
C.P.I 
C.P.I 
C.P.I 

(I) Benchmark of asset class holding cash. 

Income Growth 
vs. Capital Market 

(I) 
Salomon Inv. Grade Bond Index 
S&P 5 00 Index 
S&P 5 00 Index 

Income growth shall be the sole measurement criteria for the Fund. Price growth shall be 
incorporated into achievement of Fund objectives only to the extent that Fund portfolio managers 
convert it to income growth. Price growth on equity portfolios is expected as a normal part of 
equity investing since equity values are generally calculated as the present value of an expected 
dividend payout stream. No price growth from fixed income securities is expected due to the 
buy and hold investment strategy. 

Achievement of these goals is most appropriately evaluated over a full market cycle of 
roughly five years. 

Investment Guidelines 
The Fund must be invested at all times in strict compliance with applicable law. The primary 
and constant standard for making investment decisions is the "Prudent Person Rule." 

Investment restrictions include the following: 

General: 
1. All investments must be U. S. dollar denominated unless held by an investment manager 

retained to manage an international portfolio. 
2. Investment policies of any unaffiliated liquid investment fund must be reviewed and 

approved by the chief investment officer prior to investment of Fund monies in such 
liquid investment fund. No requirement exists that such funds conform to the above 
restrictions on money market instruments. 

3. No securities may be purchased or held which would jeopardize the Fund's tax-exempt 
status. 

4. No securities may be purchased on margin or leverage unless specifically authorized by 
the UTIMCO Board. 

5. No transactions in short sales may be made unless specifically authorized by the 
UTIMCO Board. 

6. Transactions in derivative instruments (other than those received as part of an investment 
unit) must be authorized by the chief investment officer and may occur only as part of a 

g: \users\oam \utimco\pufpo 11. doc 11 



hedging, asset allocation, or other program specifically authorized by the UTIMCO 
Board. For purposes of this policy, derivatives shall be defmed as any instrument whose 
value is derived, in whole or part, from the value of any one or more underlying assets, or 
index of assets (such as stocks, bonds, commodities, interest rates, and currencies) and 
evidenced by forward, futures, swap, cap, floor, option, and other applicable contracts. 

Fixed Income: 
1. Commercial paper must be rated in the two highest quality classes by Moody's Investors 

Service, Inc. (PI or P2) or Standard & Poor's Corporation (AI or A2). 
2. Negotiable certificates of deposit must be with a bank that is associated with a holding 

company meeting the commercial paper rating criteria specified above or that has a 
certificate of deposit rating of I or better by Duff & Phelps. 

3. Bankers' Acceptances must be guaranteed by an accepting bank with a minimum 
certificate of deposit rating of l by Duff & Phelps. 

4. Repurchase Agreements and Reverse Repurchase Agreements must be with a domestic 
dealer selected by the Federal Reserve as a primary dealer in U. S. Treasury securities; or 
a bank that is associated with a holding company meeting the commercial paper rating 
criteria specified above or that has a certificate of deposit rating of l or better by 
Duff & Phelps. 

5. The average quality ofthe fixed income portfolio shall be rated AI using Moody's 
Investors Service, Inc. ratings or A+ using Standard & Poor's ratings. Fixed income 
securities (including preferred stocks) must be rated a minimum ofBaa3 by Moody's 
Investors Service, Inc. or BBB- by Standard & Poor's Corporation, respectively, when 
purchased unless approved by the chief investment officer. Unrated bonds or preferred 
stocks may be purchased prior to review by the UTIMCO Board if, in the opinion of the 
System's investment staff, they are at least equal in quality to publicly offered securities 
eligible for purchase. The cost of bonds or preferred stocks rated below Baa3 or BBB-, 
unrated bonds, and unrated preferred stocks which have been purchased but have not 
been reviewed by the UTIMCO Board may not exceed l% of the book value of the Fund. 

Equities: 
I. No more than 5% of the voting securities of a corporation may be owned by the U. T. 

Board unless additional ownership is specifically authorized by the chief investment 
officer. 

2. Portfolio managers transacting solely within their assigned assets: 
shall hold no more than 25% of their managed portfolio in any one 
industry or industries (as defined by the chief investment officer) at 
cost unless the manager was retained to concentrate in an industry 
or industries. 
shall hold no more than l 0% of their managed portfolio in the 
securities of one corporation at cost unless authorized by the chief 
investment officer. 
shall not hold investment in real estate, partnerships, and other 
such illiquid assets unless retained to manage this type of asset. 
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shall hold equity securities, cash and cash equivalents. Cash and 
cash equivalents shall not exceed 1 0% of the market value of the 
entire portfolio unless approved by the chief investment officer. 
Any security which converts into an equity security shall be 
considered an equity security for the purposes of this restriction. 

Securities Lending 
The PUF may enter into a securities lending contract with a bank or non-bank security lending 
agent. The contract shall state acceptable collateral for securities loaned, duties of the borrower, 
delivery of loaned securities and collateral, acceptable investment of collateral and 
indemnification provisions. The contract may include other provisions as appropriate. The 
securities lending program shall be evaluated from time to time as deemed necessary by 
UTIMCO. Monthly reports issued by the agent shall be reviewed by UTIMCO to insure 
compliance with contract provisions. 

Performance Measurement 
The investment performance of the Fund will be measured by UTIMCO based on Fund income 
and security values as reported by the custodian. Such measurement and comparison against 
benchmarks shall occur at least quarterly and shall evaluate the results ofthe total Fund, major 
asset classes, and individual portfolios. 

Fund Accounting 
The fiscal year of the PUF shall begin on September 1st and end on August 31st. Market value 
of the Fund shall be maintained on an accrual basis in compliance with Financial Accounting 
Standards Board Statements, Government Accounting Standards Board Statements, or industry 
guidelines, whichever is applicable. Asset write-offs or write-downs shall be approved by the 
chief investment officer. 

Valuation of Assets 
The investment assets of the PUF shall be valued by the PUF's custodian at market value at the 
close of business as of the last business day of each calendar month in accordance with standard 
industry practices. 

Reporting 
As soon as reasonably available after the end of each fiscal quarter, UTIMCO shall deliver to the 
U. T. Board an investment report presenting activity and the performance of the PUF for the 
immediately preceding quarter. 

Effective Date 
The effective date of this policy shall be March 1, 1996. 
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Adopted 2/9/95 

THE UNIVERSITY OF TEXAS SYSTEM 
LONG TERM FUND 

POLICY STATEMENT 

Purpose 
The Long Term Fund (the "LTF" or "Fund") shall be established 
by the Board of Regents of The University of Texas System 
(the 11 Board11

) as a pooled fund for the collective investment of 
private endowments and other long term funds supporting various 
programs of The University of Texas System. The LTF shall 
succeed the Common Trust Fund and provide investment management 
of underlying funds benefiting U. T. component institutions. 
The LTF shall also provide for greater diversification of 
investments than what might be possible if each account were 
managed separately. 

LTP Organization 
The LTF shall be organized as a mutua! fund in which each 
eligible fund shall purchase and redeem Fund units as provided 
in this LTF Policy Statement. The ownership of LTF assets 
shall at all times be vested in the Board. Such assets shall 
be deemed to be held by the Board, as a fiduciary, regardless 
of the name in which the assets may be registered. 

LTl" Manageme:at 
Fiduciary responsibility for the LTF rests with the Board. The 
LTF shall be governed through the University of Texas 
Investment Man;y;ement Company ( 11 UTIMC0 11

} [J.\ese't t4aRa!!lefftefl:"!: 
Cenl!'flil!l!ee· (l!:fie l!Cenunil!l!ee")] which shall a) define long term 
investment objectives and risk tolerances for the LTF, b) 
develop investment policies consistent with LTF objectives, and 
c) monitor LTF performances against LTF objectives. UTIMCO 
['ike 9££iee ef ·"l!IBel! P4aftagemene] shall invest the LTF assets in 
conformity with this policy statement and employ an investment 
staff to support the chief investment officer in the management 
of the Fund. 

Unaffiliated investment managers may be hired to improve the 
Fund's return and risk characteristics. Such managers shall 
have complete investment discretion unless restricted by the 
terms of their management cOntracts. Managers shall be 
monitored for performance and adherence to investment 
disciplines. 

LTF A4miniatration 
UTIMCO ['i'h:e 9£liee ef Asae!: P4aftagemeae] shall employ an 
administrative staff to ensure that all transaction and 
accounting records are complete and prepared on a timely basis. 
Internal controls shall be emphasized so as to provide for 
responsible separation of duties and adequacy of an audit 
trail. Custody of LTF assets shall comply with applicable law 
and be structured so as to provide essential safekeeping and 
trading efficiency. 

Pu:ada Bligible to Purcha•• LTF ODit• 
No fund shall be eligible to purchase units of the LTF unless 
it is under the sole control, with full discretion as to 
investments, ~ [~} the Board and/or QTIMCO [eE£iee~s s! ehe 
tr. 1'. S}s'Eem}. 
Any fund whose governing instrument contains provisions which 
conflict with this Policy Statement, whether initially or as a 
result of amendments to either document, shall not be eligible 
to purchase or hold units of the LTF. 

The funds of a foundation which is structured as a supporting 
organization described in Section 509(a) of the Internal 
Revenue Code of 1986 which supports the activities of the U. T. 
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System and its component institutions, may purchase units in 
the LTF provided that: 

1. the purchase of LTF units by foundation funds is approved 
by the chief investment officer, 

2. all members of the foundation's governing board are also 
members of the Board, 

3. the foundation has the same fiscal year as the LTF, 
4. a contract between the Board and the foundation has been 

executed authorizing investment of foundation funds in the 
LTF, and, 

5. no officer of such foundation, other than members of the 
Board, the Chancellor, the chief investment officer or his 
or her delegate shall have any control over the management 
of the LTF other than to request purchase and redemption 
of LTF units. 

LTP Investment Objective• 
The primary investment objective shall be to preserve the 
purchasing power of LTF principal and distributions stream by 
maximizing inflation adjusted total return. Based on long term 
historical returns, the LTF shall attempt to earn an average 
annual total return of at least inflation plus 5.5\ over 
rolling 5 and 10 year periods. 

A secondary return objective is to outperform relevant capital 
markets. This objective recognizes that the LTF's long term 
objectives cannot be met solely by achieving a total return 
target equal to the rate of inflation. This secondary 
objective is especially relevant when capital market returns 
greatly exceed the rate of inflation. The LTF's success in 
meeting its objectives depends upon its ability to generate 
high returns in periods of low inflation that will offset lower 
returns generated in years when the capital markets 
underperform the rate of inflation. 

Asset Allocation 
Asset allocation is the primary determinant of investment 
performance and is the responsibility of UTIMCO [t::he Geft'lmie 
~] . Asset allocation targets may be changed from time to 
time based on the economic and investment outlook. 

In establishing asset allocation policy, UTIMCO [t::he Geft'lmiEeee 
shall recognize that the LTF's return/risk profile can be 
enhanced by diversifying the LTF's investments across different 
types of assets whose returns are not closely correlated. 
UTIMCO ['!'he €e!MI:i'eeee} should seek to protect the LTF against 
both routine illiquidity in normal markets and extraordinary 
illiquidity during a period of extended deflation. The LTF 
should maintain adequate liquidity to support distributions and 
any redemptions. 

LTF assets may be allocated to the following broad asset 
classes based upon their individual return/risk characteristics 
and relationships to other asset classes: 

1. Cash Equivalents - are highly reliable in protecting the 
purchasing power of current income streams but are less 
reliable in protecting the purchasing power of asset 
values in an inflationary economy. Cash equivalents 
provide good liquidity under both deflation and inflation 
conditions. 

2. Fixed Ingome Investments - offer the best protection for 
hedging against the threat of deflation by providing a 
dependable and predictable source of LTF income. Such 
bonds should be high quality, non-callable and 
intermediate to long term in order to ensure the 
generation of current income and preservation of nominal 
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4. 

capital. 

Equities - provide both current income and growth of 
income, but their principal purpose is to provide appre
ciation of the LTF. Historically, returns for equities 
are higher than for bonds over all extended periods since 
1929. As such, equities represent the best chance of 
preserving the purchasing power of the Fund. 

Alternative Assets - generally consist of alternative 
marketable investments and alternative illiquid 
investments. The advantages of alternative investments is 
that they enhance long term returns through investment in 
inefficient, complex markets. They offer reduced 
endowment volatility through their low correlation 
characteristics. The disadvantages of this asset class 
are that they are illiquid, require higher and more 
complex fees, and are dependent on the quality of external 
managers and their due diligence efforts. In addition, 
they possess a limited return history versus traditional 
stocks and bonds. The risk of alternative investments 
shall be controlled with extensive due diligence and 
diversification over time and across funds. 

Alternative Marketable Investments -
These investments are broadly defined to include 
absolute return funds (hedge funds) , arbitrage and 
special situation funds, high yield bonds, distressed 
obligations and emerging markets whose underlying 
securities are traded on public exchanges. As such, 
they offer faster drawdown and earlier realization 
potential than alternative 11 illiquid" investments. 

Alternative "Illiquid" Investments -
These investments are generally held through limited 
partnership interests. They include private equity 
and buyout funds, and venture capital interests that 
are privately held and which are not registered for 
sale on public exchanges. 

s. Inflation Hedging Assets - This category includes oil and 
gas interests, real estate, commodities and other assets 
whose current incomes and principal values generally 
increase as inflation accelerates. 

Aaa•t Allocation Policy Targ•t• 
The long term asset allocation.policy targets for the LTF shall 
be established and reviewed annually by the QTIMCO Bqard 
[CemmiEEee] . The long term asset allocation policy targets for 
the Fund shall be as follows: 

Cash and Equivalents 

Equities 
U. S. Common Stocks: 

Med/Large Capitalization Stocks 
Small Capitalization Stocks 

sub-total 

International Common Stocks: 
Established Markets 
Emerging Markets 

sub-total 
Total Common Stocks 

Alternative Assets: 
Liquid 
Illiquid 

Total Alternative Assets 

3 

Percentage 

0.0\ 

25.0% 
10.0 
35.0 

12.0 
_L_Q 
.li.....Q. 
50.0 

10.0 
10.0 
20.0 
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Iriflation Hedging Assets 
I . 
Fixed Income 

U. s. (Domestic) 
International 

Total Fixed Income 
'I'O'I'AL ASSE'I'S 

Inveatment Return Objective• 

10.0 
. J 

15.0 
__2_,_Q 
20.0 

100.0'11 

The overall long term performance goals (net of management 
fees) for the LTF are to earn an annualized total rate of 
return equal to: 

a) the annualized rate of inflation plus 5.5%, 
and 

b) the median return for the universe of the 
largest college and university endowments as 
calculated by Cambridge Associates. 

Specific performance goals for the separate asset classes shall 
be as follows: 

Equities 
U. S. Common Stqcks: 

Med/Large Cap. Stocks 
Small Cap. Stocks 

International Common Stgcks: 
Established Markets 
Emerging Markets 

Alternative Assets: 
Liquid 
Il_liquid 

Inflation Hedging Assets 

Fixed Income: 
U. S. (Domestic) 

International 

S&P 500 Index 
Wilshire Small Cap Index 

EAFE Index 
IFC Investable Camp. Index 

S&P 500 Index+ 5.00% 
S&P 500 Index+ 5.00% 

Cons. Price Index + s.oat 

Sal. Broad Inv. Grade Bond 
Index 

Morgan Non U. S. Bond Index 

Achievement of these goals is most appropriately evaluated 
over a full market cycle of roughly five years. 

Parfor.manea Xaa•urement 
The investment performance of the Fund will be measured by an 
unaffiliated organization with recognized expertise in this 
field or LTF's custodian bank, and compared against the stated 
investment objectives of the Fund. Such measurement will occur 
at least annually, and evaluate the results of the total Fund, 
major classes of investment assets, and individual portfolios. 

Inve•tment Guideline• 
The Fund must be invested at all times in strict compliance 
with applicable law. The primary and constant standard for 
making investment decisions is the "Prudent Person Rule. 11 

Investment restrictions include the following: 

General: 
1. All investments must be U. S. dollar denominated unless 

held by an investment manager retained to manage an 
international portfolio. 

2. Investment policies of any unaffiliated liquid investment 
fund must be reviewed and approved by the chief investment 
officer prior to investment of Fund monies in such liquid 
investment fund. No requirement exists that such funds 
conform to the above restrictions on money market 
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instruments. 
3. No securities may be purchased or held which would 

jeopardize the Fund's tax-exempt status. 
4. No securities may be purchased on margin or leverage 

unless specifically authorized by the UTIMCO Board [~ 
ga;na:~ewe!lt: Ceffiif'li'e:'E:ee] . 

s. No transactions in short sales may be made unless 
specifically authorized by the UTIMCO Board [~ 
Haaa:~e"'e!'ll: Ceffim!:eeee] . 

6. Transactions in derivative instruments {other than those 
received as part of an investment unit) must be authorized 
by the UTIMCO Board (!hec CftaneelleE feE ltseee P1afla~e:t1ene] 
and may occur only as part of a hedging, asset allocation, 
or other program specifically authorized by the UTIMCO 
Chief Investment Officer [J'::eeee tfa!'!:a~emenE Cemmieeee] . 
For purposes of this policy, derivatives shall be defined 
as any instrument whose value is derived, in whole or 
part, from the value of any one or more underlying assets, 
or index of assets (such as stocks, bonds, commodities, 
interest rates, and currencies) and evidenced by forward, 
futures, swap, cap, floor, option, and other applicable 
contracts. 

Fixed Income: 
1. Commercial paper must be rated in the two highest quality 

classes by Moody's Investors Service, Inc. (Pl or P2) or 
Standard & Poor's Corporation (A1 or A2). 

2. Negotiable certificates of deposit must be with a bank 
that is associated with a holding company meeting the 
commercial paper rating criteria specified above or that 
has a certificate of deposit rating of 1 or better by Duff 
& Phelps. 

3. Bankers' Acceptances must be guaranteed by an accepting 
bank with a minimum certificate of deposit rating of 1 by 
Duff & Phelps. 

4. Repurchase Agreements and Reverse Repurchase Agreements 
must be with a domestic dealer selected by the Federal 
Reserve as a primary dealer in U. S. Treasury securities; 
or a bank that is associated with a holding company 
meeting the commercial paper rating criteria specified 
above or that has a certificate of deposit rating of 1 or 
better by Duff & Phelps. 

5. The average quality of the fixed income portfolio shall be 
rated A1 using Moody's Investors Service, Inc. ratings or 
A+ using Standard & Poor's ratings. Fixed income 
securities (including preferred stocks) must be rated a 
minimum of Baa3 by Moody's Investors Service, Inc. or BBB
by Standard & Poor's Corporation, respectively, when 
purchased unless approved by the chief investment officer. 
Unrated bonds or preferred stocks may be purchased prior 
to review by the UTIMCO Board [a':sset:: Haftagemefl:E Cefftmie'eee] 
if, in the opinion of UTIMCO's [efte S}s!:em's] investment 
staff, they are at least equal in quality to publicly 
offered securities eligible for purchase. The cost of 
bonds or preferred stocks rated below Baa3 or BBB-, 
unrated bonds, and 
unrated preferred stocks which have been purchased but 
have not been reviewed by the gTIMCO Board [~ 
rtaftagemefte eemmieeee] may not exceed 1% of the book value 
of the Fund. 

Equities: 
1. No more than 5\ of the voting securities of a corporation 

may be owned by the Board unless additional ownership is 
specifically authorized by the chief investment officer. 

2. Portfolio managers transacting solely within their 
assigned assets: 

shall hold no more than 25% of their 
managed portfolio in any one industry or 
industries (as defined by the chief 
investment officer) at cost unless the 
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manager was retained to concentrate in an 
industry or industries. 
shall hold no more than 10% of their 
managed portfolio in the securities of one 
corporation at cost unless authorized by 
the chief investment officer. 
shall not hold investment in real estate, 
partnerships, and other such illiquid 
assets unless retained to manage this type 
of asset. 
shall hold equity securities, cash and cash 
equivalents. Cash and cash equivalents 
shall not exceed 10% of the market value of 
the entire portfolio unless approved by the 
chief investment officer. Any security 
which converts into an equity security 
shall be considered an equity security for 
the purposes of this restriction. 

Fund Distribution• 
The Fund shall balance the needs and interests of present 
beneficiaries with those of the future. Fund spending policy 
objectives shall be to: 

a) 

b) 

c) 

provide a predictable, stable stream of 
distributions over time, 
ensure that the inflation adjusted value of 
distributions is maintained over the long 
term, and 
ensure that the inflation adjusted value of 
Fund assets is maintained over the long 
term. 

The goal is for the Fund's average spending rate over time not 
to exceed the Fund's average annual investment return after 
inflation in order to preserve the purchasing power of Fund 
distributions and underlying assets. 

Pursuant to the Uniform Management of Institutional Funds Act, 
a governing board may distribute for the uses and purposes for 
which the fund is established the net realized appreciation in 
the fair market value of the assets of an endowment fund over 
the historic dollar value of the fund to the extent prudent 
under the standard provided by the Act. In addition, income 
may be distributed for the purposes associated with the 
endowments/foundations. 

tiTIMCQ ('%'he 9eRtRtiteee] shall be responsible for establishing 
the Fund's distribution percentage and determining the 
equivalent per unit rate for any given year. Unless otherwise 
established by UTIMCO [tfte ee~itcee] and approved by the Board 
or prohibited by the Act, fund distributions shall be based on 
the following criteria: 

1. The annual payout rate of $0.175 per unit shall remain in 
place until this per unit rate is less than or equal to a 
distribution percentage of 4.St calculated as follows: 
a) Using the most recent August 31st year end, determine 

an average market value using the 12 quarters 
including and previous to the year end selected. 

b) Determine annualized distributions to the unitholders 
as of the August 31st date determined in 1. a) 
(August 31st distributions multiplied by 4) 

c) Divide step b) by step a) to determine the 
distribution percentage. If this result is less than 
or equal to 4.St, the distribution percentage and the 
equivalent per unit rate shall be established as 
provided in step 2. below. 
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2. Determine the per unit rate as follows: 
a) Take the distribution percentage as established in 

step c) above and increase by the three-year 
annualized CPI calculated for the fiscal year 
established above in 1. a) 

b) If this percentage as calculated in 2. a) is between 
3.5% and 5.5% determine a per unit rate as follows: 

Take the distribution percentage calculated in 
step 2. a) above and multiply by the average 
market value established in 1. a). Divide this 
result by the # of units at the end of the 
fiscal year used for these calculations to 
determine a per unit rate. This per unit rate 
shall be used in calculating distributions to 
the unitholders beginning with the fiscal year 
following the recommendation by the UTIMCO Board 
[GeMmiEEee] and approved by the Board. 

c) If the percentage in step 2. a) is not within the 
range of 3.5% and 5.5% a percentage shall be 
established by the UTIMCO Board [Ge~t~fttil!t:ee] and step 
2. b) shall be used in calculating the per unit rate. 

Distributions from the Fund to the unitholders shall be made 
quarterly as soon as practicable on or after the last day of 
November, February, May, and August of each fiscal year. 

Fw::Ld Ac:c:oua.ting 
The fiscal year of the LTF shall begin on September 1st and end 
on August 31st. 

Market value of the Fund shall be maintained on an accrual 
basis in compliance with Financial Accounting Standards Board 
Statements, Government Accounting Standards Board Statements, 
or industry guidelines, whichever is applicable. 

Asset write-offs or write-downs shall be approved by the chief 
investment officer. 

Valuation of A•••t• 
On each last business day in November, February, May, and 
August of each fiscal year (the quarterly valuation date), 
UTIMCO [the 9!:!::iee e!: t\ssee rtafta!:ltlel'!:E] shall determine the 
fair market value of all Fund net assets and the net asset 
value per unit of the Fund. Such valuations shall be 
determined in accordance with an Asset Valuation Policy 
approved by the UTIMCO Chief Investment Officer [~ 
Cftaneeller fe!!' 1\sse'e: ltana!Jemeee] and consistent with prevailing 
industry standards. 

The fair market value of the Fund's net assets shall include 
all related receivables and payables of the Fund on the 
valuation date and the value of each unit thereof shall be its 
proportionate part of such net value. Such valuation shall be 
final and conclusive. Valuations shall be given no effect on 
the general ledger and supporting ledgers of the U. T. System 
but shall be memorandum accounts only. 

Reporting 
As soon as reasonably available after the end of each fiscal 
year, UTIMCO [ehe 9!'!':iee e! . .'t!li!!lee r1ana!elftefte] shall deliver to 
the QTIMCO Board [Gelfttti:!:Eeee] an investment report presenting 
activity and the performance of the LTF for the immediately 
preceding quarter. 

Purc:ha•• of LTP ODit• 
Purchase of Fund units may be made on any quarterly purchase 
date (September 1, December 1, March 1, and June 1 of each 
fiscal year or the first working day subsequent thereto) upon 
payment of cash to the Fund or contribution of assets approved 
by the chief investment officer, at the net asset value per 
unit of the Fund as of the purchase date. 
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In order to permit complete investment of funds and to avoid 
fractional units, any purchase amount will be assigned a whole 
number of units in the Fund based on the appropriate per unit 
value of the Fund. Any fractional amount of purchase funds 
which exceeds the market value of the units assigned will be 
transferred to the Fund but no units shall be issued. Each 
fund whose monies are invested in the Fund shall own an 
undivided interest in the Fund in the proportion that the 
number of units invested therein bears to the total number of 
all units comprising the Fund. 

Rad.mption of LTr Unita 
Redemption of Units shall be paid in cash as soon as 
practicable after the quarterly valuation date of the LTF. If 
the withdrawal is greater than $10 million, advance notice of 
30 business days shall be required prior to the quarterly 
valuation date. If the withdrawal is for less than 
$10 million, advance notice of five business days shall be 
required prior to the quarterly valuation date. Withdrawals 
from the LTF shall be at the market value price per unit 
determined for the period of the withdrawal except as follows: 
Withdrawals to correct administrative errors shall be 
calculated at the per unit value at the time the error 
occurred, if determinable. If the error date is 
indeterminable, the average cost per unit of the withdrawing 
unitholder shall be used to determine the number of units to 
withdraw. This provision does not apply to transfer of units 
between endowment unitholders. 

Securitiea Lending 
The LTF may enter into a securities lending contract with a 
bank or nonbank security lending agent. The contract shall 
state acceptable collateral for securities loaned, duties of 
the borrower, delivery of loaned securities and collateral, 
acceptable investment of collateral and indemnification 
provisions. The contract may include other provisions as 
appropriate. The securities lending program will be evaluated 
from time to time as deemed necessary by the QTIMCO Board 
[ge~miEeee] . Monthly reports issued by the agent shall be 
reviewed by UTIMCO [~he Sifiee ei ~'!ll!!let: na:na!emene] to insure 
compliance with contract provisions. 

Segregation o! Inveatmenta 
If any investment contained in the LTF shall be subsequently 
determined by the QTIMCO Board [e! RegeftEe] to be an ineligible 
investment, such investment may, prior to any further 
admissions to or withdrawals from such Fund, at the discretion 
of the chief investment officer, be sold or segregated and set 
apart in a liquidating account solely for the benefit of Fund 
unitholders at the time of such segregation. Each such 
liquidating account shall be administered in such manner and 
the proceeds thereof distributed at such time or times as the 
chief investment officer deems to be in the best interests of 
Fund unitholders. 

Inveator Reaponaibility 
As a shareholder, the Fund has the right to a voice in 
corporate affairs consistent with those of any shareholder. 
These include the right and obligation to vote proxies in a 
manner consistent with the unique role and mission of higher 
education as well as for the economic benefit of the Fund. 
Notwithstanding the above, the IITIMCO Board {6!elftffli!:Eee] shall 
discharge its fiduciary duties with respect to the Fund solely 
in the interest of Fund unitholders and shall not invest the 
Fund so as to achieve temporal benefits for any purpose 
including use of its economic power to advance social or 
political purposes. 

Conflicta of Intereat 
Members of the Board and the UTIMCO Board {IR•esemene ASuies~} 
Gs~iE!:ee] are frequently persons of wide-ranging business 
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interests. Therefore, a prudent, independent investment 
decision process may result in investments in firms or 
organizations with which a member of the Board or the UTIMCO 
Board [InoeBtl'ftel"J:l!: i\el::i!lei} Gel'!'l'ffli1::eee] is affiliated. 
Affiliation shall be interpreted within this section to mean an 
employee, officer, director, or owner of five percent or more 
of the voting stock of a firm or organization. The Fund may 
invest in such securities provided that: 
1. A member of the Board or the UTIMCO Board [Iaues1::ffieHE 

AB: iee!!} Elel'ftl'ftiE:I::ee] : 

2. 

3. 

a) shall disclose any conflict of interest 
with respect to a proposed investment or 
selection of a vendor 

b) shall not participate in the discussion of 
an investment or vendor selection involving 
a conflict of interest 

c) shall not vote on any issue involving a 
conflict of interest. 

Investments will not be purchased from or sold to a 
member of the Board or the liTIMCO Board [Inueeement 
AeL iee!!'~ Geffi:ffi:H:eee] . 
All staff members of liTIMCO [ehe etfiee ef Aesee 
P1aaageffteHE] with discretionary authority to purchase 
securities or otherwise expend Fund assets shall 
comply with UTIMCO [H. ~- S}eEefft] ethics and 
standards of conduct policies. 

Amendment of Policy StatemeDt 
The Board of Regents reserves the right to amend the LTF Policy 
Statement as it deems necessary or advisable. 

Btt•c:tiv• Dat• 
The effective date of this policy shall be March 1. 1996 
[Fe!!l!!'"l:ta!'~ 9, 1995]. 
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Adopted 
Amended 
Amended 
Amended 

10/13/89 
12/03/92 

8/12/93 
6/09/94 

THE UNIYERSITY OF TEXA$ SYSTEM 
OPERATING FUNPS INVESTMENT POLICX 

This investment policy statement shall govern the investment 
of institutional funds, as defined by Sections 51.008 and 
51.009 of the Texas Education Code, under the control of ·The 
University of Texas System and its component institutions, 
excluding the following funds: 

a. Endowment funds and funds functioning as 
endowments, trust funds, and agency funds 
administered by UTIMCO [~fte 9ffiee af ~saeE 
r~atta!emefl:'e J 

b. Medical Liability Self-Insurance Fund 
authorized by Chapter 59 of the Texas Education 
Code administered by UTIMCO [ERa Sfiiee eE 
j\sae'e Ptana~eRteFI:E] 

c. Investment income related to endowment funds 
and funds functioning as endowments, trust 
funds, agency funds and the self-insurance fund 
in b. above as long as such income remains 
administered by UTIMCO [Ehe 9ffi:ee ef j'zeeee 
naaa!eMeflt'E::] . 

Funds governed by this investment policy statement shall 
hereinafter be referred to as "operating funds 11 • Nothing in 
this investment policy statement shall be construed to limit 
the holding, management, or sale of non-cash gifts or bequests 
by The University of Texas System and its component 
institutions. 

BACKGROUND 

The investment of operating funds under the control of 
component institutions of The University of Texas System is 
governed by the following statutes: 

a. Section 51.0031 of the Texas Education Code, and 

b. The Public Funds Investment Act of 1987 (Article 
842a-2, Texas Revised Civil Statues Annotated), as 
amended. 

This policy is written in compliance with Section 5 of the 
Public Funds Investment Act of 1987 which requires that 
investments be made in accordance with written policies 
approved by the governing body of an institution of higher 
education. 

INVESTMENT OBJECTIVE 

The primary objective of the operating funds investment 
program is to generate a high rate of income and secondly to 
produce capital appreciation when consistent with the reason
able preservation of principal and the maintenance of adequa~e 
liquidity. Within the exposure limits contained herein, 
investments shall be diversified among authorized investment 
categories and issuers in order to minimize portfolio risk 
for a given level of expected return. Volatility of interest 



rates is expected, and therefore, periodic maturities of 
portions of each portfolio afford opportunities to restruc
ture portfolios through yield and maturity adjustment. 

INYESTMENT GUIDELINES 

Investment restrictions include the following: 

1. All investments must be U. S. dollar denominated. 

2. Commercial paper must be rated in the two highest 
quality classes by Moody's Investors Service, Inc. 
(Pl or P2), or Standard & Poor's Corporation (Al or 
A2). 

3. Negotiable certificates of deposit must be with a 
bank that is associated with a holding company 
meeting the commercial paper rating criteria 
specified above or that has a certificate of deposit 
rating of 1 or better by Duff & Phelps. 

4. Bankers' Acceptances must be guaranteed by an 
accepting bank with a minimum certificate of deposit 
rating of 1 by Duff & Phelps. 

5. Repurchase Agreements and Reverse Repurchase 
Agreements shall conform to the Repurchase Agreement 
Investment Guidelines as approved by the Operating 
Fund Advisory Board. 

6. All investments in bonds or other evidence of 
indebtedness shall be issued by or guaranteed by the 
U. s. government or u. S. government agencies or 
instrumentalities except for the securities listed 
in restrictions 2, 3, 4, and 5 above. 

7. No preferred or common stocks or other ownership 
interests or securities convertible into ownership 
interests may be purchased. 

8. No securities may be purchased or held which would 
jeopardize the Fund's tax exempt status. 

9. No securities may be purchased on margin or 
leverage. 

10. No transactions in short sales will be made. 

11. Transactions in derivative instruments (other than 
those received as part of an investment unit) must 
be authorized by the QTIMCO Chief Investment Officer 
[V!:ee Gkafteelle!!' fe!l! .. "'eee'e naaa§Jett~eft'e} and may occur 
only as part of a hedging, asset allocation, or 
other program authorized by the UTIMCO Board 
9!!Je!'aEi:!'lg Fl:in!ls •':ei !:aeF) Bea!'Ei arui A:ase'e P1aAa!!!Je!fleaE 
Geffl:tni:'e:'e:ee] . For purposes of this policy, 
derivatives shall be defined as any instrument whose 
value is derived, in whole or part, from the value 
of any one or more underlying. assets, or index of 
assets (such as stocks, bonds, commodities, interest 
rates, and currencies) and evidenced by forward, 
futures, swap, cap, floor, option, and other 
applicable contracts. 

12. Any unaffiliated liquid investment fund must be 
reviewed and approved by the QIIMCO Chief Investment 
Officer [Yiee GftaAeelle!' ie!!' 1\eee'e Haeagemefl:'e aaa 
Eke Fl:iHEI Aeioiee~ Bea!'d] prior to investment of Fund 
monies in such liquid investment fund. 
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Investments in bank common trust funds may be made only after 
oral or written competitive bids have been solicited from at 
least three banks located within Texas. Investments in bank 
and S&L certificates of deposits may be made after electronic, 
oral or written bids have been solicited. 

INVESTMENT MANAGEMENT 

Overall fiduciary responsibility for the investment of 
operating funds resides with the U. T. Board of Regents. 
U. T. System component institutions shall be responsible for 
the allocation of investments between eligible money market 
funds, collateralized ban.k and S&L certificates of deposit and 
the Operating Funds Short/Intermediate Term Fund ( 11 the Fund 11 ) 

subject to prescribed limits for each u. T. system component 
institution. The Fund shall be managed per the terms of the 
Fund Information Memorandum and [!e el!Reei s, a niae RleMeF 
A!:i iseF) l3ea:e!:i ( "9f!191!'at::in!J Fi:tfl:i!i }. slu iae~· l3eaFei") ee:Bsiet::in!J ef 
~Cf31!'esen"c:a'tiTeS f!'e'l!l: Y. '!'. S')e'e:e'!fl ee~ene!'k'e: iBe'e:iE:i:t6ieaa aaei 
Sj a'e:em '\eiRt:btis'e:!'a'e:iea. ] UTIMCO ['fl=:Le 9!'e1!'a!:ifl:g Fl:ifl:ei o":eL iael!} 
~] shall approve investment policy, selection and evalua
tion of the Fund investment manager and other Fund agents and 
annual Fund budgets. Fund portfolio management shall be the 
responsibility of UTIMCO ('e:fte 9ffiee ef FiueEi !fl:eeRte 
Ia.eaemeH!:s] for an initial period of five years from the 
creation of the Fund. The Fund shall be administered on a 
day-to-day basis by UTIMCO ('e:he 9ffi:ee ef Mee'E naaa!Jelftsse] 

REPORTING 

Component business officers shall be responsible for trans
mitting all necessary information to UTIMco [efte e~~iee eE 
.".:aae'e: fta:Ha!Je'flle:He:] in order to permit periodic reporting by 
UTIMCO [S~~eem ~Ei~iflistFaeiee] to the Board concerning 
portfolio balances and yields for individual components and 
for the U. T. System as a whole. 

STl\NDAJU) O!i' CARE 

Investments should be made with judgement and care, under 
circumstances then prevailing, that persons of prudence, 
discretion and intelligence exercise in the management of 
their own affairs, not for speculation, but for investment, 
considering the probable safety of their capital as well as 
the probable income to be derived. 

EFFECTIVE DATE 

This policy shall be effective March 1. 1996 [eeael:iFFeAt:: ••ieft 
'efte eeeaBlishmen'e: e! 'efte F~RB] and shall remain in effect 
until amended or revoked by the U. T. Board of Regents. 
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Adopted 12/3/92 
Amended 8/12/93 

lHE UNIVERSITY OF TEXAS SYSTEM 
OPERATING FUNDS SHORT !INTERMEDIATE TERM FUND 

INFORMATION MEMORANDUM 

This Information Memorandum sets forth the terms governing the operation of the 
Fund. 

PURPOSE 

The purpose of the Fund is to provide a short/intermediate term pooled investment 
fund for operating funds currently held by U. T. System component institutions and 
System Administration. 

BENEFITS 

The Fund will provide convenient access to the yields and economies of scale 
generally associated with a pooled investment fund. Participation in the Fund by 
unitholders is expected to eliminate the investing, administrative and accounting 
burdens commonly incurred with direct ownership of securities. The benefits to 
unitholders are: (a) concentration of investment decisions with a single investment 
professional, (b) reduction in System-wide overhead costs associated with maintain
ing numerous investment managers at the component level, (c) elimination or 
reduction of fees for an external money market fund, (d) reduced minimum liquidity 
balances System-wide, (e) reduced overall administrative costs, (f) improved 
integration of component institution cash management systems with investment 
operations, (g) increased investment income through reverse repurchase agreements, 
and (h) improved interest rate risk management. 

INVESTMENT GUIDELINES 

The Fund shall be invested in accordance with The University of Texas System 
Operating Funds Investment Policy. 

INVESTMENT OBJECITVES 

The Fund seeks primarily to provide a high rate of income through investment in 
high grade fixed income obligations. In addition, the Fund shall seek capital 
appreciation when consistent with this primary objective, the reasonable preserva
tion of capital and the maintenance of adequate Fund liquidity. In seeking to 
achieve its investment objectives the Fund shall attempt to minimize the probability 
of a negative total return over a 1-year period. 



PERFORMANCE BENCHMARK 

Attainment of Fund investment objectives shall be defined as the achievement over 
an interest rate cycle (i.e. 5 years) of a total return in excess of the Fund's perfor
mance benchmark. 

No single index represents the Fund's portfolio composition as permitted under the 
Operating Funds Investment Policy or the Fund's liquidity requirements. A 
combination of indices weighted as follows shall comprise the Fund's normal 
performance benchmark: 

10% Merrill Lynch U. S. Treasury 6 month Bill Index 

10% Merrill Lynch U. S. 91-day Treasury Bill Index 

30% Merrill Lynch U. S. Treasury 1-3 year Index 

30% Merrill Lynch Federal Agencies 1-3 year Index 

10% Merrill Lynch U. S. Treasury 3-5 year Index 

10% Merrill Lynch Federal Agencies 3-5 year Index 

This performance benchmark is believed to represent how the Fund should 
"normally'' look in terms of risk, composition by securities, duration, and other 
factors governed by the Investment Policy. It also is believed to embody the trade
offs between risk and return or between the total return and yield objectives 
established for the Fund. The performance benchmark may be revised by the Fund 
Advisory Board if deemed appropriate. During the estimated 2-year phased buy-in 
period, the performance benchmark Weightings shall be adjusted [(with 9j3j3F9Val ey 
the F~mEl AEI.visery BearEl)] to reflect the higher levels of liquidity. 

FUND SIRUCTIJRE 

Two investment funds shall be available to U. T. System unitholders: 

(a) A Money Market Fund - this fund shall provide unitholders with overnight 
liquidity and shall be valued at a constant unit value. [The GelElmaa Saehs meaey 
mari~et fanS. sAaR remaill in plaee Fer an initial six meaili peried. Dl:I:Fang this 
peried, the F1::111el shaM Be ev-aJ.aal:eS. B;· the F1:1:llB AtPAseey BearS te eletemrine 
Vlfl.effter it sRel:ldd Be manageS int:emally er eeaBftl:le l:lflder el:ltsiele maaagemeat.] 

(b) The Short/Intermediate Term Fund -the Fund shall invest in a portfolio of 
securities with term maturities up to 5 years. It shall accept purchases and 
redemptions on a weekly basis and on the first business day of each month or 
on such other dates as determined by UTIMCO[the F~mEl At¥risefj' BearEl]. Fund 
units shall be valued on a market value basis. 
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FUND MANAGEMENT 

The Fl:Ul9 sfta±l Be gev:emeS. By a niae mefft8er l\S.visefj' Beard ee:asisB:ng ef 
FCf'FCsefttatY_,r.es frem U. T. System eSHlflSRent institutieas aHEl System 
Aelnl:iflistFatioa. The si:n stanEHng mem-Bers ef the Ael:visery Bo8:fel shall ineluele 
re;f)reseHtaftves kem U. T. ~tO. An:S.erse:a Caneer Ceater, U. T. Pt4e8.ieal Bra:aeh 
Galvestea, U. ·T. Se1:1tl¥:.restem Pt4e8:ieal Geater Dallas, U. T. Pd:lstiFJ:, U. T. System 
Offtee ef B1:1siaess 1'\#a:ir:s, and U. T. System Of§ee sf 1'\sset Pt4anagemeat. The 
refJresea:Eati-Ye fram the Oftiee ef 1~set Maaagemem shall Be the Viee Chaaeebler for 
1'\5set Pt4Elftagemeftt 7Nfte shall alse serve as GhaiffB:aa. GeHlflSReFJ:t i:nstitlitieas 
v.titheut stanaing FepreseR-tatiea sha:Jd eleet three represeatati-t,'es. Initial rotatir-l:g 
FH:efft8efs shaY eeasist ef repFeseRtatiYes frem U. T. Health Seieaee Ceater 
Wo1:1stea, U. T. Health Seieaee CeB:t:er San i\ntenie, aael U. T. l\rliagtofl: aBEl shall 
seFVe teffilS ef thfee yeaFS, t:v;e years anel eae yeBf', respeetiviSly. R-etating fFI::efftflers 
sha±l seFVe t?rNe year tefffbS e11e1:ing l.ug:ust 31 of eaeR Clfl~l:ieaBle yeB:f'.] 

UTIMCO[The 8earEl. shall meet EtHarter-ly te Fe·Aew the Ft!HEl.'s epeFatieas aBEl. shall 
pFe7AEl.e aEl.·Aee te the Ft!HEl. AEl.miflistl'ateF. The AIFAseey BearE!.] shall approve Fund 
investment policy, selection of the Investment Manager and other agents of the 
Fund, Fund Investment Memorandum and the Fund annual budget. UTIMCO [+he 
,A,El.·Aseey BearE!.] shall also review and evaluate Investment Manager performance. 
Approval shall be evidenced by a majority vote of at least five members present at 
any meeting. [l\s a geae£al £1:1le, the Ft!BEl. AIFAseey BearE!. shall app£e'IE! in aEl.vaBee 
all items FeetWFiag RiO!gemal appFe71al.] 

Fund Administrator 

The Fund Administrator shall be responsible for the overall administration of the 
Fund's operations. Such administrative responsibilities shall include the 
recommendation of investment policy, negotiation and supervision of the Investment 
Manager, custodian and Transfer Agent, dividend distribution, investor servicing, 
accounting and other services provided to the Fund, preparation and distribution of 
the Fund Investment Memorandum, coordination of and reporting to component 
institutions [Ail'Aseey BearE!.] and the U. T. Board of Regents, preparation of Fund 
budgets, ongoing review of expenses, verification of Fund collections and 
disbursements, review of investment legislation, and general supervision of all 
aspects of the Fund's operations. 

UTIMCO[The Y. T. System OIHee sf Asset Managemeat] shall serve as Fund 
Administrator. 

Fund Invesnnent Manager 

The Investment Manager shall be responsible for the formulation of portfolio 
strategy and direction, execution of portfolio transactions, and compliance with 
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investment policy guidelines. The Investment Manager will have complete discretion 
in the investment and management of the Fund's assets in accordance with the 
Fund's investment objectives and policies and subject to the general supervision and 
direction by the Fund Administrator. 

UTIMCO[The U. T. Systef!l Offiee ef FiKes Iaeef!le If¥l€Stflleats] shall serve as Fund 
Investment Manager!. [far aB iaitiaJ filfe year f1eF.ie8.. HJHemieB ef this teFFR sha:Y. be 
st:tBjeet ta a J!=leffaFFR:aaee eY-alaatieH By Hie PHH8: A&fisery Bearel.] 

Fund Custodian and Transfer Agent 

The Fund Custodian and Transfer Agent shall be a bank. Its responsibilities shall 
include the following: safekeeping of portfolio cash and securities, processing 
securities transactions including securities release, receipt and delivery, the collection 
of income from portfolio securities, payment of fund expenses, income and market 
value accounting, reconciliation of general ledgers and financial statements, 
processing unitholder purchase and redemption transactions, pricing of securities 
and calculation of net asset value per unit, maintenance of unitholder accounts and 
records, processing payout options, account designations and addresses, monitoring 
the reinvestment of distributions, and providing periodic account statements to 
unitholders. 

FUND INVESfMENT STRATEGY 

The Fund shall employ a hybrid "active" buy and hold strategy in order to achieve its 
primary objective of a high rate of income and its secondary objective of capital 
appreciation. Subject to its primary objective of generating a high rate of income, 
the Fund Investment Manager shall seek to increase expected returns by purchasing 
or selling securities in anticipation of changes in interest rates or sector spread 
relationships. 

The Fund shall also attempt to control interest rate risk by monitoring the duration 
of the portfolio and thereby minimize exposure to unexpected changes in interest 
rates. 

FUND PORTFOUO MATURTIY 

The Fund's normal dollar weighted average portfolio maturity may range from 1 
year to 4 years depending on the Investment Manager's judgement of current or 
anticipated market conditions. Based on the Investment Manager's assessment of 
interest rate trends, generally, the average maturity will be shortened when interest 
rates are expected to rise and lengthened when interest rates are expected to 
decline. 

The range may be extended from 1 day to 5 years in the event of extreme changes 
in interest rate expectations and only upon the written approval of the UTIMCO 
Chief Investment Officer [Viee CfiaHeeller fer Asset Managef!leftt]. 
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The Fund's investments may include mortgage-backed pass-through securities or Real 
Estate Mortgage Investment Conduits (REMICs) which are issued by various U. S. 
Government agencies or instrumentalities. Such securities will have an estimated 
average life of five years or less as determined by the Investment Manager. Average 
life estimates will be based upon anticipated prepayment patterns which, in tum, 
will be based on past prepayment patterns, prevailing interest rates, and other 
factors. Due to actual prepayment experience, however, the remaining estimated 
average life of such an investment after purchase by the Fund may increase to more 
than five years or may decrease at a rate faster than anticipated. The Fund's other 
securities will have remaining maturities of 5 years or less and repurchase 
agreements will have remaining maturities of less than one year. 

The Fund may purchase securities with variable or floating interest rates. In 
calculating average portfolio duration or maturity, such securities will generally be 
treated as having a maturity equal to the time remaining until their interest rate is 
next reset, unless the Investment Manager believes some other treatment to be more 
appropriate, for example, because of the market price impact of interest rate caps 
and floors. In addition, the Fund also may purchase securities that have demand or 
put features. In calculating average portfolio duration or maturity, these securities 
generally will be treated as having a maturity equal to the period remaining until 
the Fund can obtain the principal amount through exercise of such feature. 

ACCOUNTING POUCIES AND PROCEDURES 

The Fund shall be accounted for using the market value method as prescribed by the 
NACUBO Financial Accounting and Reporting Manual for Higher Education, 
Paragraph 402.2 Principles of Accounting for Investment Pools. The procedures 
adopted shall ensure proper accounting for the unitholder's principal and market 
changes and the proper crediting of income earned. This shall be accomplished by 
unitizing the investment pool. 

Under this procedure, each unitholder shall receive "units" in the pool when it 
contributes funds to the Fund. The number of units assigned to the unitholder shall 
be the dollar value of the funds contributed divided by the market value per unit at 
the close of the business day next preceding the date of purchase. When funds are 
withdrawn from the pool, withdrawals shall be valued at the unit market value of 
the pool at the close of business day preceding withdrawal. 

The withdrawal of funds from the Fund by unitholders under the market value 
method shall create either realized gains and losses equal to the unit market value at 
the time of withdrawal less the unit average cost value. Unitholders shall 
credit/debit such gains and losses first to an earnings reserve account and secondly 
to an income account prior to allocating income to the fund groups underlying 
unitholders' Fund accounts. 
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INfTIAL PURCHASE OF UNITS 

In order to minimize the effects of "yield blending," Fund investors may elect to 
invest proceeds from existing direct investments into the Fund no later than the 
earlier of the date of sale or maturity of such investments. Purchases of Fund units 
shall occur at the market unit value of the Fund as of the close of the business day 
preceding purchase. 

REVERSE REPURCHASE AGREEMENTS 

As a means of generating additional income and Fund liquidity, the Fund may lend 
up to 33 1!3% of its assets in reverse repurchase agreements, which are agreements 
pursuant to which securities are sold to a third party (banks, brokers and dealers) 
with the understanding that the Fund will repurchase the securities from the third 
party at a fixed price. The Fund will receive cash in an amount equal to at least 
100% of the current value of the securities plus accrued interest. The Fund will 
continue to receive interest payable on the securities and will receive as income a 
portion of the interest on the investment of any cash proceeds.. The terms of such 
reverse repurchase agreements will provide for termination at any time. Reverse 
repurchase agreements involve risks of nonperformance by the purchaser on its 
commitment to resell the securities back to the Fund. 

Reverse repurchase contracts shall be approved by UTIMCO [the f.lme Aei>Jisary 
Beare]. 

REPQRTS TO UNm-IOLDERS 

Each unitholder shall be provided with transaction information and an individual 
monthly and annual statement. 

FUND EXPENSES 

Each unitholder shall be assessed a fee to reimburse the Fund for its operating 
expenses. Such operating expenses may include investment management, custodian, 
transfer and dividend disbursing services, preparation and maintenance of books and 
records of the Fund, outside legal and auditors, charges and expenses of acquiring 
and disposing of portfolio securities, preparation and furnishing of reports, research 
and all direct and indirect costs to operate the Fund. Such fee shall be reviewed and 
approved annually by the Board of Regents [Aei>JisaFf 8aOHe ta the F~me]. Any fees 
paid to the Fund in excess of actual Fund operating expenses shall be credited at the 
end of each fiscal year to unitholders in proportion to average units assets held by 
each unitholder during the year then ended. Such credit, if any, shall be included in 
the calculation of Fund performance. 
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SfATEMENT REGARDING INVESI'MENT RESfRICITONS ON 
DERNATIVE SECURITIES 

Further to the investment restrictions placed on derivatives in the 
Short/Intermediate Term Fund Investment Policy, the following categories of U.S. 
Agency and mortgage-backed securities shall constitute inappropriate securities for 
inclusion in the S/ITF portfolio: 

• Inverse Floaters 
Securities with adjustable coupons which move in the opposite direction of 
an index, such as the London Interbank Offering Rate (LIBOR) or Cost of 
Funds Index (COFI). 

• Non Money Market Based Floaters 
Securities with adjustable coupons tied to an interest rate index with a 
maturity longer than one year 

• Interest Only (10) Mortgage Securities 
Mortgage-backed instruments created to pay only the interest cash flows and 
little to no principal, subjecting the entire investment to repayment risk. 

• Principal Only (PO) Mortgage Securities 
Mortgage-backed instruments created to pay only the principal cash flows and 
no interest subjecting the yield and maturity date to prepayment risk. 

• Non Dollar Rate Based Floaters 
Securities with adjustable coupons tied to a non-U.S. interest rate index such 
as the Euro-Mark, Euro-Yen or Euro-Sterling rates. 

• Range Notes or Floaters 
Securities with fixed or variable coupons which accrue interest only if an 
interest rate index is between two pre-designated levels during the coupon 
period. 
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Adopted 12/90 
Amended 2/95 

The University of Texas syatam 
Privata [Plaeaaae~l Investment Policy Statament 

I. PURPOSE 

The purpose of this policy is to orient and limit u. T. 
private [plaeemeac] investments to business situations 
with a high probability of excellent returns over time, 
but without avoidable risks or risks out of proportion to 
expected returns. Good communication and flexibility are 
desired results from implementation of this policy. 

This policy shall govern the use of private investments 
[~laeemeflt!:l!!l] in all funds under the supervision of the 
Board of Regents. 

II. INVESTMENT OBJECTIVES 

The primary investment objective of the private 
·"' [~lae::eMentd investment portfolio is long-term capital 

appreciation in excess of the return expected from 
publicly traded stocks. The portfolio's target annual rate 
of return shall be described in the PUF and LTF investment 
policies (ie 15%, e al~::~:aeea en a lel'l~ eeun lsasi:!l] . Equity 
investments or their equivalent will be emphasized to 
accelerate growth of capital and maximize the private 
[~laeemeat] investment portfolio's potential as an 
inflation hedge. 

A second investment objective of the private [f3laeemefl:E] 
investment portfolio is to provide a means of prudent 
diversification of the total fund, recognizing both the 
absolute growth of private investment in a global economy 
as well as the inherently greater balance afforded over 
funds limited to publicly traded securities. 

III. INVESTMENT APPROVAL AND MANAGEMENT 

The Office of Private Investments, under procedures 
established by the President of UTIMCO [!Jiee Eha!'l:eelle~ 
:Eer Aseee P1anag=eflltePI:t!:] , is responsible for the selection, 
investigation, due diligence, negotiation, closing, and 
monitoring of each private investment. 

The Office of Private Investments shall conduct a thorough 
written evaluation of each specific investment proposal 
selected for review. Upon the unanimous approval of the 
Office of Private Investments portfolio managers, the 
proposed transaction, its risk and return characteristics, 
and structure will be recommended to the President of 
UTIMCO (Yiee Shaaeell:!!' :Eer :Pzeee'e: P1anageMene] who will 
independently approve or reject the portfolio managers' 
investment recommendation, after considering fully all 
relevant information available. In the event that the 
President of UTIMCO {Viee E:ftaneelle~ !'er Aese'e: Haftageft'lef'l:'e:] 
approves the portfolio managers' recommendation to invest 
in a proposed transaction, he or she shall present the 
investment recommendation for approval in accordance with 
procedures established by the UTIMCO Board [S~ a maje~ie} 
ef efte tu!!lee'e P1anageme:fte Seftlffli'eeee] . ~ .a (A] pproval [ey 
eke l'zeeee t1aftageftlleft~ Seftlffli!:Eee] shall constitute 
sufficient authority for UTIMCO ('efte 9!:!iee e:E Aseee 
rtafta!emene] to enter into the proposed transaction subject 
to any further (~] approvals required at the time. 



At least once a quarter, the President of UTIMCO [¥4ee 
Ckaaeellez ie:e \sse~ t1aaagemeE~] shall issue a report to 
the UTIMCO Board (.-Deese~ Hanage'fflefl:~ Gemmi~~ee] which 
summarizes the activity of the private investment 
portfolios for each fund so invested. Said report shall 
include new commitments, portfolio cash flows, unfunded 
commitments. and performance for the immediately preceding 
quarter and portfolio values and asset allocation as of 
the end of the immediately preceding quarter. 

IV. INVESTMENT PORTFOLIO LIMITS 

The funded and outstanding private [~laeemeH'E] investment 
portfolio [ (a'E eee~)] may not exceed the allocation ranges· 
for private investments as provided in the PUF and LTF 
investment policies [18\ e£ ~he ~eel! .al~e et f~ftd ~te~~s 
a~eae~i2eei Ce ~se Eftis elass ei iHcesCmese •itfie~e ~~ieE 
a~~re.al sf 'ERe Beaza ei ae~eaesJ. 

eneeeei 'Efle 18 ');; ea~ ei1::1e 'Ee 'Ehe ft'lt:J:l'Ei i ea~ i!'!!'• esER'l:eR:~ ej el e 
~ener-all} e.sseeiaeeei nH:l"J: ~a!!:fte:eshi~s. 'i'fte aeael~ee le•el 
ei l:iH:EI:iaeieei eeftl!fl:i!:meeee sflall Be reuieneEl eJ1::t:ar'EeFl} wiER 
Cbe i'osset Hafla!Je'ffl:eftt E'eiMli~Cee. 

Ueu iftuea!:ft'l:ene eerM:it:mel."':t!:s i:!"t:e!l!'eet:ioe ef t:y!'e are 
limited ce i5'J:: e£ the i~BElea ~et:t!:felie ea!' ifl aft} tiseal 
)Car oieftel:i'e: ~rie!' a~~re ale:!' efte hsset Hafla!Je"'eA'e 
Ceffiffii'eeee. ~fte BearEl ef Regeeee in eseaSlisftiH! ckis 
limie, :t:CCel!;fti~c ~eel: eJ.oJ:c C!5!5Ct:!:~l"lie) e!l!iwert flete:b::!C ef 
~~i.aEe ~laeemea~ is.ee'emee'es as 'ell as ehe ~FHSeaee 
aeeeei:a'ee!! t!:'!:fl a Yelae:i u el) seaele aHS: ftlafta!eaSle in!li:in 
e:!' He;; ifL ee'e:meH'es e, er 'eift'l:e.] 

The maximum investment in any one entity shall not exceed 
10% of fund commitments [eke ~1::1naea il"luesEmeae ea~I. 

V. INVESTMENT GUIDELINES 

All investment decisions shall be made in compliance with 
the "prudent person standard." Portfolio investments shall 
be based upon the p'rojected ability of the underlying 
business or project to create incremental value through 
the expansion or improved efficiency of operations or by 
the development and production of natural resources. 
Investments may be used to finance capital expenditures 
and working capital at any stage of a company's growth 
and/or to effect a change of control. 

Investments with the following risk characteristics shall 
be avoided. 

a. Financial risk associated with highly leveraged 
transactions where the business is closely tied to 
either the economy or a specific industry cycle, 
securities denominated in soft currencies, 
fluctuating interest rates, commodity.prices, or 
exchange rates. 

b. Operating risk associated with a single product or 
patent, extreme reliance on an individual in 
management, dominant suppliers or customers, or low 
barriers to entry. 

c. Regulatory risk associated with regulated industries 
subject to politicization of rate setting, base 
service decisions, or where success is highly 
dependent on continued access to public resources or 
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Amended 2/95 

The University of Texas System 
Private (Plaeema&el Investment Policy Statamapt 

I. PURPOSE 

The purpose of this policy is to orient and limit U. T. 
private (('laeeR"tefrE] investments to business situations 
with a high probability of excellent returns over time, 
but without avoidable risks or risks out of proportion to 
expected returns. Good communication and flexibility are 
desired results from implementation of this policy. 

This policy shall govern the use of private investments 
[!'laeeMeflEs] in all funds under the supervision of the 
Board of Regents. 

II. INVESTMENT OBJECTIVES 

The primary investment objective of the private 
.~ [~laeemeae] investment portfolio is long-term capital 

appreciation in excess of the return expected from 
publicly traded stocks. The portfolio's target annual rate 
of return shall be described in the PUF and LTF investment 
policies [ie 15\, eoahtaeeei ~fl a left! ee~ l5asie]. Equity 
investments or their equivalent will be emphasized to 
accelerate growth of capital and maximize the private 
[~laeemeRe] investment portfolio's potential as an 
inflation hedge. 

A second investment objective of the private [~laee~eHt] 
investment portfolio is to provide a means of prudent 
diversification of the total fund, recognizing both the 
absolute growth of private investment in a global economy 
as well as the inherently greater balance afforded over 
funds limited to publicly traded securities. 

III. INVESTMENT APPROVAL AND MANAGEMENT 

The Office of Private Investments, under procedures 
established by the President of QTIMCO [Yiee ehaneellen: 
fel! Pr:sse~ ffaaage~etU:], is responsible for the selection, 
investigation, due diligence, negotiation, closing, and 
monitoring of each private investment. 

The Office of Private Investments shall conduct a thorough 
written evaluation of each specific investment proposal 
selected for review. Upon the unanimous approval of the 
Office of Private Investments portfolio managers, the 
proposed transaction, its risk and return characteristics, 
and structure will be recommended to the President of 
UTIMCO (Yiee E:hafteellel:! !'el!' Asset Haftagemen~] who will 
independently approve or reject the portfolio managers' 
investment recommendation, after conSidering fully all 
relevant information available. In the event that the 
President gf UTIMCO [Vice 9ha!\EI!:lle~ !'el!' Asee'e: t4:aRaEJePFtef'l:E] 
approves the portfolio managers' recommendation to invest 
in a proposed transaction, he or she shall present the 
investment recommendation for approval in agcordance with 
prgcedures established by the trriMCO Board [B} a !Rajel!'iE} 
ef ehe t:ssut: rta:na!emel"lt: €el'ftl'ftiet:ee] . ~ g, [AJ pproval [~ 
efle :L':ssl!e r1a:PJ:agefftl!ft!: Semmit'Eee] shall constitute 
sufficient authority for UTIMCO [ehe 9i!ice e! ~aeee 
Hafta!e~eRe] to enter into the proposed transaction subject 
to any further [~] approvals required at the time. 



At least once a quarter, the President of UTIMCO [¥4ee 
Gl=taa:eelle?f' :Eel!' o11tsset Hafta§JeA'I:eflt] shall issue a report to 
the UTIMCO Board [t",eee'e: r1a!la:!Cfften'c Geftl.mi'e:'cee] which 
summarizes the activity of the private investment 
portfolios for each fund so invested. Said report shall 
include new commitments, portfolio cash flows, unfunded 
commitments. and performance for the immediately preceding 
quarter and portfolio values and asset allocation as of 
the end of the immediately preceding quarter. 

IV. INVESTMENT PORTFOLIO LIMITS 

The funded and outstanding private [~lasement] investment 
portfolio [(aE eest)] may not exceed the allocation ranges 
for private investments as provided in the PUF and LTF 
investment pglicies (19\ ei ebe BeelE oal~e e£ f~aa ~re~~s 
a~Eke~i2eei ~a ~ee this elaes sf ia.eee~eR~ •·i~he~t ~rie~ 
a~~raual ef ~l=te Beazei ef Re!eftts] 

ee:::n:iEmeft'ES ee ~aE"'tHe!!'sRit3/f~HEi ey!!e iauest~eflts fl'l:a; 
eneeea tfte 19% ea~ ei~e te the ~t:tl!:i 1ear iHuest::mef'l:'e ejele 
~eflle~all; aBseeiaeeei •cieft ~areae:eshi~s. 'i'he aeeel~te le, el 
sf t:tHft:tf'l:eieei SS!tt'f'lit~en'!e: sftall Se Feuieheei eJI:I:a:!te:elj u.iEft 
tRe J' eee'e t1azta!JeR'Ien'e: Ele"ntti!:tee. 

ue .. in:est!:!'fte:ne een::::ieme:n:es i:el!e:!!'eeeiue: ei el~e are 
limieeei 'e:e C5\ ei efte i~taeei ~e~efelie ea~ ia aa} fieeal 
} ea!!' it::fte~t:: ~rie!!' a!'~l!e • al ei eRe 1zsset HaFJ:a§Jetften!: 
geMMi!:Cee. 'i'he Bea~a ei Re~eFJ:ee in: eetaSlisfliag ERie 
limit!, l!eee~ni~:e eeeft efte e~~e:eeunit!:} Sl!iuePJ: na'et:tEe ef 
~Fi, aee !!laee!fteft!: i!h est::'fflen:!:s as uell as Cfle !!~l:leieHee 
aseeeia'eeEi hi:Cft a rela'e:iuelj s!:aSle aaEi R'lafta!J'eaSle infll:ld£ 
ef ae;; itLestl'l:en!:e e,e!l!' !:iffte.] 

The maximum investment in any one entity shall not exceed 
10\ of fund commitments [efte ft:teeie9: i:L eetmeFJ:E ea!'] . 

V. INVESTMENT GUIDELINES 

All investment decisions shall be made in compliance with 
the "prudent person standard." Portfolio investments shall 
be based upon the projected ability of the underlying 
business or project to create incremental value through 
the expansion or improved efficiency of operations or by 
the development and production of natural resources. 
Investments may be used to finance capital expenditures 
and working capital at any stage of a c·ompany' s growth 
and/or to effect a change of control. 

Investments with the following risk characteristics shall 
be avoided. 

a. Financial risk associated with highly leveraged 
transactions where the business is closely tied to 
either the economy or a specific industry cycle, 
securities denominated in soft currencies, 
fluctuating interest rates, commodity prices, or 
exchange rates. 

b. Operating risk associated with a single product or 
patent, extreme reliance on an individual in 
management, dominant suppliers or customers, or low 
barriers to entry. 

c. Regulatory risk associated with regulated industries 
subject tO politicization of rate setting, base 
service decisions, or where success is highly 
dependent on continued access to public resources or 



favorable tax policy. 

d. Environmental risk associated with products or 
manufacturing processes deemed unusually hazardous to 
the environment. 

Additional prohibitions shall include: 

1) Participation in hostile takeovers 

2) Start-ups or early stage companies involved in high 
technology product lines, unless made through a 
properly structured venture capital partnership/fund 
or via coinvestment with such an organization. 

3) Equity ownership in entities in bankruptcy 

The private investment [~laeemen!J portfolios shall 
minimize ownership of securities and participation in 
other activities that would cause the income attributable 
to these investments to be classified as unrelated 
business taxable income. 

Waiver of any of these guidelines requires the approval of 
the UTIMCO Board (nssee ltafl:a!'emeaE G'eMm:il:t::ee] 

VI. INVESTMENT MbNAGEMENI FIRMS/PARTNERSHIPS 

The private investment [~laeemeREJ portfolios may be 
invested in any authorized area through management 
contracts with unaffiliated organizations possessing 
specialized investment skills. Such investment may be in 
the form of interests in limited partnerships, trusts, 
joint ventures, etc., where principals of the management 
firms have investment discretion. The principals of such 
firms shall have a demonstrated record of accomplishment 
and performance in the area of investment being undertaken 
and shall be required to invest on the same terms as the 
participating investors. Management fees and performance 
compensation payable under such contracts shall not exceed 
prevailing norms at the time of negotiation. 

Private (l!laeemeHE] investments.may include coinvestment 
directly in transactions sponsored and invested in by a 
management firm/partnership in which UTIMCO [~J is 
already an investor. 

VII. BOARQ REPRESENIATION 

The Board of Regents recognizes that private [~Slae:ementJ 
investments frequently result in ownership of an interest 
in a company sufficient to warrant joining the board of 
directors to monitor and participate in oversight of the 
company. The decision to accept a board seat shall be the 
responsibility of the UTIMCO Board [Asee~ rtaHageR~:eal:: 
G'ePrtPrt:i::eeee] . 

VIII. PRIVATE INVESTMENT [PW €Eiff8!A'l PORTFOLIO VALUATION 

The valuation of the private [~laeemeftE] investments is an 
important ongoing yet inherently subjective process. To 
avoid unwarranted fluctuations and to assure a consistent 
methodology, all valuations will adhere to the process 
established and approved in Attachment A. U. T. Private 
Investment fPlaeemeft~] Valuation Criteria. 

t' nm!o*cb'oc'iq dee 



Attachment A 

0. T. Private Investment (Plaeemeee] 
Valuation Criteria 

To Change Market Value in Published Financial Reports 

The methodology used to evaluate private [~laeemeae] 
investments is by nature subjective and must be thoughtfully and 
conservatively administered. All valuation decisions are subject 
to concurrence by the President of UTIMCO P'iee 8baReelle:e feF 
Aesee P4aBagemeae] . Valuation will generally occur on a quarterly 
(an a"l"J:I:lal] basis [eneel!'e ier !'l:llelie >'!leei:I:Eitie>'!l (~artel!l}) anel 
19ac!'CBeFel=J:i~e (l:l~eR Feeei19e ef 19a!'!:ReE all:laCieR)]. 

Direct Inve•tments 

a. Publicly traded stocks and bonds with no restrictions 

0 @ last bid price or market closing price. Restricted 
public stock values in excess of cost shall be reduced 
by 25%. 

b. Non-public stocks and bonds 

0 

0 

@ last price paid in a new round of financing (requiring 
at least one new investor to confirm value ascribed) . 

:fleet, less f~:m!ieS eieS!: aft!i leBa ftliae:e'i'e) iHCe!'eee. 
(Valt!a!:!:eft :ine!ease sHall Se !'eeit:leeEi S} Z!51r.)J 

c. Oil and gas reserves at net book value [ameEti~ea eese] 

d. Real estate at last appraised value 

Partner•hip Inve•tment• 

a. Partnership capital account [8eReral ~ar!:Rec!' .alt!aCien lese 
25\ ei ual~e ine~ea~e] 

b. Oil and gas reserves at amortized cost 

Other 

Control blocks of marketable stock held by U. T. or in conjunction 
with other investors may have value beyond market quotes. 

Write Dowu - Book & Market Value 

Investments of no discernible value or burdened with formidable 
business problems with little potential for success shall be 
written down to $1 upon such a determination. 

'·' ,.-lp,;, Ph'OO'iq dQ= 
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!.1.oo CA 
~06 

.PROJ 
LATOR- OVAL 
AT~;H, 

Tl 

I (incelling) 
PD 

.<.:TOR 

I to ACct. 

D. 'Do 

702.2: 
2. 

624.00 
661."50 

1 

18, 

910.00 
718.20 

710.00 

!.2.12 ER, El :TRIC IBM 876.00 

'.i1411 :. IBM 76ii:Oli 846. 
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125. 

-
0
""' ~=~:arket 

·- G&L 257 
:629-

:. -G&l 
. :G&I:2s7 

109:95 est. .:-G&[ ,57 
10~ est. ::G&l257 
1097i!i est - G&l2 ;7 

109:951est.- G&L 257 

109J 
109:5 

750.' 

est.- G&l25" 
est.-' 

· -G&l2~ 
· -G&l25 

~-

OAM 

lAM 

OAM 
OAM -Wallace 
DAM- 11 

:JAM- 1sl floor-( ,nf.Room 

= i 1 area) 

IOEA 
DEA 

Hill 

OEA RAad 

OEA- Kirbv 
OEA- :oov 
oEA- coDvRoOiil 
OEA - :oov Room 
OEA - Coov Room 
OEA -Coov Room 
OEA - Coov Rnnm 
QEA:copy Room 
OEA - Coov Room 
OEA :copy Room 

OEA 
DEA-

' i/29/95 (J.
)EA I 



# 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 

-~ 

12 
t: 
12 
1: 
12 
1: 
12 
12 

I# 

407921 
I No# 

jNO# 
INO# 
I NO# 

489909 
491970 

No# 
No# 

457493 
456828 

INVEN2.XlS 
11/22195 
4:50PM 

Room# 
2.2. 

2.3.02 
2.3.02 
2.3.02 
2.3.26 

2.3.26 
2.4.04 
2.4.06 
2.4.10 
2.4.10 
3.1.00 
3.1.00 
3.1.00 
3.1.00 
3.1.00 
3.1.00 
3.1.00 
3.1.00 
3.3.~0 

3.3.' 
2.2.14 
2.2.14 

1.2.00 
2V527 

1.2.00 
1.2.00 
1.2.00 

n 

ATOR-SHARP 
ATOR- ROYAL 
_A TOR- SHARP 
ATOR-~HARP 
A TOR-ROYAl 
ATOR- ROYAl 

IX 
ATOR-SHARP 
ro~~S_HARP 

cETTER I_- I '"" ,CAN 

II""'· IBM ELEC1 "''" 
TV 

L~lriVCR 
rQR- SHARP 

EL I :PENCilS! 
roR-

,IBM liN<> 

:-I lr"UIN _I_ 

: -
OVEN-

1\JK- GEl~ 
I ur<- GEIMU I POINT 

lOVEN 
jTV-M.WARD 

:IBMSE 
,IBM 

'POT 
:POT 

ITER: ~~~L~ech 
I Dell Monitor 

1 Monttor 

~· .~:~PS/2 
tHP r 1200C BL 

Estimated Market 
t Price_ 1 Price Value 

109.95 lest.- G&L 257 OEA -K. Rebold 
109.95 lest. - G&l257 IOEA -T. 
109.95 ·est. - G&l257 OEA-J. Byrd 
1Q9.95 ,est.- (3&l257 10EA -S. Meyers 
11 . -G&L257 
11 . - G&L 257 

? IOEA 1reasury Ops 
109.95 lest.- G&L 257 OEII -G. Baker 
1()9.95 lest. - G&L 257 IOlCGI- B. :;e1tts 

631.25 
1,968.20 

846.00 IOLCGI-. 1Room 
IOLCGI- Trading Room 
DlCGI -Trading Room 

109 95 jest.- G&L 257 jOFII- D. Watson 
37.95 IG&L 840 OFII · Trading Room 

109.95 lest. -~257 IOFII · vacam 
930.50 jOFII- N. I 

21._0.00 IG&llg5 
220.00 IG&l625 

150.00 lest. 

954.45 ? 
776.50 •? 

-629 IDEA hallway 
-629 OEAhallway 

9,7~55 

_3,720.00 1' t(CL) 
4,618.00 I -

~ I - I in bundle price) 
400.00 150' I (CL) 

586.00 150.00 IOPI-
I -
I -

1' I (note: 
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!# r# 
12 490353 
1: 502943 
121No# 
12 
12 503686 
12 490352 
121No# 
12 493288 
12 
12 494675 
121No# 
12 491971 
12 
12 
12 
12 
12 

12 
12 
1: 
12 
12 
1: 
12 No# 
1: 

498523 
600770 

498527 
600771 
489398 
436398 

J1 

2LZLK 

45954 

?? 
?? 

3S25G 

2XD5L 

Room# 
1. Ui'ER,DELL 450/M I 
1. U~ , POR-1 r::ur:: 
1.2.04 Dell Monitor 
1.2.04 < I""IN I"" 

1. 
1. TER, DELL 450/M . 
1. II Monitor 
1.2.081HP :."liP PC 
1.2.06 , HP 
1.2.08 DI:LL 
1 .2.08 111 Monitor 
1. llt:,.,Hp, 
1. •14.4Modem 
1.2.10IDELL_· 
1.2. 10 IELL MUNII UK - 17" 
1.2.10IFAX 
1.2.10 ""INir::K-HPIII 

1.2.12IDELL 
1.2. 12IDELL MUNIIVK- 17" 
1.2.12 , HP 

1.2. 14 Dell Monitor 
,HP 

'IVM 

'IVM 

"IV 

"IVM 

LE II 

1: 009566 1.2. . 14.4 MOdem 
·backup 12 

12 
12 
12 
12iNo# 

12 
12 
12 
12 
12 

2XD5K 

1802 

12 ~ 

:~INo# ~11N2N6 
~ ~ 

INVEN2.XLS 
11/22/95 
4:50PM 

2843C 

1.2. 

,,:~~FILE IS 

r tiD 

Purchase Price 
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801.00 

840.00 

1,360.00 

1,765.00 

517.47 
1, 

577.00 

565.00 

2,913.00 

1 Price 

0.00 

0.00 

000 

200.00 

856.00 
200.00 

8~600 

0.00 

200.00 
300.00 

150.00 
1!Q20 

85600 
350.00 
400.00 

Estimated Market 
Value 

()!'1- Long 
OPI- Long 

200.00 OPI - Long 
600.00 , OPI - Long 

1 OPI - Nickels 
OPI - Nickels 

200.00 OPI - Nickels 
400.00 OPI - Nickels 

1- Nickols 

lUU.U~ 

600.00 
100.00 

. -.
'-.-

1- Rick_s 
856.1 I - Ricks 
100.00 DAM - Ricks 
400.00IOAM- Ricks 

2,000 OOIOAM- • 
lOAM 

856.00IOAM-
600.0010AM 
300.00 

2,500.00 
200.00 

, -Vacant (JR)_c_---------j 
,- Vacant (JR) 

200.00 
50.00IOAM 

200.00 

150.00 

, - Vacanl (JR) 
. -
, -Vacant JR: 
, -Vacant JR) 

.ONION(O 
1 area) 
••rea) 

i 1 area) 
1 area) 
1 area) 
1 area) 

· 1 area) 
· 1 area) 

856.00 OEA -lberg 
350.00 

1 or While? 



# 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 

_12 
12 
12 
12 
12 
12 
12 
12 
1: 
12 
12 
1: 
12 
1: 
1: 
12 
1: 
12 
1: 
12 
12 
12 
12 
12 
12 
12 
12 
12 

I# 

1 No# 

,No# 
I No# 

600601 

I Noll 
I No# 

I No# 

INO# 

I NO# 
428942 
429276 
433685 
492034 

494678 
No# 

434133 
490406 

No# 
NO# 

No# 

456991 
415552 

INa# 
429791 
494681 

INVEN2.XLS 
11/22/95 
4:50PM 

Serial# 

2NNW5 
15 

US36S1ROC6 
4X505 
4X507 

US36Q1S1TJ 
2XD5F 

~ 

2XD58 

L 

~ 

54Y4J 
IXG675 

2XD50 

Estimated Market 
Room# 'Price 'Price Value 

2.1. , DELL466/L 3,071.00 
2.1. ',.,..,,. u:r( • HP oTIII , ·While 

I· HP i II 1,695.23 
11 ur<, DELL SVGA 10241 282.00 

,NECMUL ;4D c 1,270.00 
2.1 'f_AJ( 200.0C 

JTER,4661M 
2.1.08 Dell Monitor 400.0C 
2.1.08 DESKJET500 300.00 20000 OE 
2.1.10 DELL466Le 
2.1.10 
2.1.10 Dell Monitor 259.00 JEA-Hill 

~1,10 HPDESK JET 500 300.00 

2.1.12 Dell Monitor 400.00 200.00 
2.1.12 'HP LASER JET 500 300.00 200.00 
2.1.14 fER,· •r-Ur<IE:uE: 2 

2.1.14 DELL 259.00 
2.1.14 HPLA~~r5oo 300.00 
2.1.16 I DELL ITOR 25000 

.ATION BOX 960.00 300.00 OEA 
2.1.16 I IRMA PRINT 960.00 300. 

,PRINT 755.00 

1~350C 
:LCD 

2.1.16 :w 
2.1.20 I DELL OEA-Record 
2.1.20 ~Monitor 400.00 200.00 OEA- Record 
2.1.20 60.00 -Record 
2.1.20 I· HP Ill , ·Record 
2.1.22 , DELL4661M 
2.1.22 DELL MUNII Ur< 400.00 
2.1.22 HP r 500 300.00 -Childers 
2.1. ~ 3,105.00 
2.1 400.00 
2.1.24 i II 
2.1.26 I DESK, : I'E:UE:;> I AL LEFT 613.31 OEA 
2.1. , HP LASER JET 500 
2.1 . 575/XL 2,351.00 2,351. -Read 
2.1 _ MUNIIUI< 442.00 \-Read 
2.1.30 _HP LASER JET II 1,462.00 \-Read 

2, , ·Kirby 
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Estimated Estimated Market 



# 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 

Inventory# 
459354 
447097 
430588 
476484 
383349 
479996 

459322 
460241 
422651 

422645 
422649 
419311 

419310 

418089 

489527 
No# 

INVEN2.XLS 
11/22/95 
4:50PM 

Serial# 

82000553 

161008280113 

532007 
23-RCR08 

389404 
CDSG51568 

9LMASIF33823 

PX-010711 
81900300 

2KKW8 
M454139504 

Equipment Total 

Room# Description 
3.1.02 IBM PS/2 MODEL 55 
3.1.02 IBM PS2/ MODEL 70 
3.1.02 I.ASERWRITER PLUS 
3.1.02 MONITOR, IBM PS/2 14" COLOR 
3.1.02 PRINTER, FX 100, W/CABLE 
3.1.02 PS/2 40 SX 21HD80 
3.1.02 SAMSUNG MONITOR 
3.1.02 WYSE COMPUTER 
3.1.06 ANALOG MONITOR, MULTISYNC 3 
3.1.08 COLOR MONITOR 
3.1.08 COMPAQ PORTABLE II 
3.1.01 COMPUTER, VECTRA 45 PC 7244 
3.1.08 COMPUTER, VECTRA 45 PC 7244 
3.1.08 COMPUTER, VECTRA MODEL 45 
3.1.08 IBM DISK DRIVE 
3.1.08 IBM MONITOR 
3.1.08 MONITOR, COLOR HP 35741A 
3.1.08 OKIDATA MICROLINE PRINTER 
3.1.08 OMEGA SYSTEM 
3.1.08 PANASONIC KX PRINTER 
3.1.08 PRINTER WITRACTOR FEED, EPS 
3.1.08 PROCOM DISK DRIVE 
3.1.08 SAMSUNG MONITOR 
Bam! COMPUTER, DELL 466/L BUNDLE 
Bsmt MONITOR, DELL SVGA 10241 

Estimated Estimated Market 
Purchase Price Purchase Price Value Employee 

5,000.00 300.00 OAM- Storage 
3,740.00 300.00 OAM- Storage 

3,999.00 200.00 DAM-Storage 
600.00 150.00 OAM- Storage 

900.00 200.00 DAM-Storage 
1,406.00 300.00 OAM- Storage 

450.00 150.00 OAM· Storage 
3,000.00 OAM- Storage 

650.38 150.00 OAM- Storage (3.1.08) 
753.00 150.00 Surplus? 

3,600.00 200.00 OAM -Storage (3.1.08) 
2,719.20 300.00 OAM ·Storage (3.1.08) from 2.4.10- Fll 
2,719.20 300.00 OAM- Storage (3.1.08) 
3,273.20 300.00 OAM - Storage (3 .1.08) 

350.00 50.00 OAM- Storage (3.1.08) 
400.00 10000 OAM • Storage (3 1.08) 

547.25 150.00 OAM- Storage (3 1.08) 
400.00 100.00 OAM ·Storage (3.1.08) 
450.00 100.00 OAM ·Storage (3.1.08) 
550.00 100.00 OAM- Storage (3.1.08) 

568.00 200.00 OAM- Storage (3.1 08) 
40000 50.00 OAM- Storage (3.1.08) 
400.00 100.00 OAfln • Storage (31.08) 

3,071.00 2,000.00 OEA-Basement Storeroom 
282.00 200.00 OEA-Basement Storeroom 

417,841.40 113,653.00 

507,525.82 123,435.55 
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1996 Annual Fee and Allocation Schedule 

PUF U.T. Funds 
Separate 

PUF Pooled Funds Funds Q-EIE Total 

I IIIII 
Market Value 8/31/95 4,958.5 1,549.7 1,123.7 526.2 181.9 8,340.0 

Ext. Port. Mgmnt. Fees 2,997,736 2,640,838 0 947,160 0 0 6,585,734 
Ext. Port. Mgmnt. Fees Reserve (15%) 449,660 0 0 0 0 0 449,660 
Custodian Fees 305,000 214,021 47,675 0 2,746 0 569,442 
Performance Compensation 0 0 0 0 0 338,937 338,937 

TOTAL 5,781,184 5,024,618 379,730 947,160 2,746 338,937 12,474,375 

Ext. Port. Mgmnt. Fees 0.06% 0.17% 0.00% 0.18% 0.00% n/a 0.08% 
Ext. Port. Mgmnt. Fees Reserve (15%) 0.01% 0.00% 0.00% 0.00% 0.00% n/a 0.01% 
Custodian Fees 0.01% 0.01% 0.00% 0.00% 0.00% n/a 0.01% 
Performance Compensation 0.00% 0.00% 0.00% 0.00% 0.00% n/a 0.00% 

TOTAL 0.12% 0.32% 0.03% 0.18% 0.00% n/a 0.15% 

AUMMATX.XLS; UTIMCO Serv-Fees 
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ARTICLES OF INCORPORATION 

OF 

THE UNIVERSITY OF TEXAS INVESTME 
MANAGEMENT COMPANY 

FILED -.-...,~ 
In the Office of tr.e , 

S~•..tarv of s:.~te of Texas ! 

~=.:~~:,OJ 
I, the undersigned natural person, of the age of eighteen ( 18) years or more, acting 

as incorporator of a corporation under the Texas Non-Profit Corporation Act, do hereby 
adopt the following Articles of Incorporation for such corporation (the "Corporation"): 

ARTICLE I. 

The name of the Corporation is The University of Texas Investment Management 
Company. 

ARTICLE II. 

The Corporation is a non-profit corporation. 

ARTICLE III. 

The period of the Corporation's duration is perpetual. 

ARTICLE IV. 

The exclusive purposes for which the Corporation is organized and is to be operated 
are charitable and educational within the meaning of section 501(c)(3) of the Code. In 
accomplishment of such purposes, the Corporation is to be administered solely for the 
purpose of aiding, assisting, supporting and acting on behalf of The University of Texas 
System (the "System"), an agency of the State of Texas, in the performance of its essential 
governmental function of providing higher education in accordance with the laws of the 
State of Texas authorizing and governing the System and the creation of the Corporation. 
Specifically, the Corporation will be administered for the benefit of the System by: 

(a) Investing funds under the control and management of the Board of Regents 
of the System (the "Board of Regents"), including the permanent university fund, 



as designated by the Board of Regents in accordance with the laws of the State of 
Texas; and 

(b) Performing such other activities or functions that the Board of Directors of 
the Corporation determines are necessary or appropriate for the accomplishment 
of the purposes of the Corporation, provided, however, that the Corporation may 
not engage in any business other than investing funds designated by the Board of 
Regents pursuant to a contract with the System for the investment of such funds. 

The broadest discretion is vested in and conferred upon the Board of Directors of 
the Corporation for the accomplishment of these purposes, provided, however, that no 
contribution shall be made or distributed to or for any person, firm, corporation, or other 
entity that shall apply, directly or indirectly, such contributed funds for any purpose or 
purposes in violation of the Constitution and statutes of the United States or the State of 
Texas. 

ARTICLEV. 

The Corporation shall have no members, within the meaning of the Texas Non
Profit Corporation Act. 

ARTICLE VI. 

The street address of the initial registered office of the Corporation is 701 Brazos 
Street, Austin, Texas 78701, and the name of its initial registered agent at such address 
is C T Corporation. 

ARTICLE VII. 

The initial number of members of the Board of Directors is four ( 4) and the names 
and addresses of the persons who are to serve initially as Directors are: 
• 

Name 

William H. Cunningham 

Donald L. Evans 

Address 

601 Colorado Street 
Austin, Texas 78701 

508 W. Wall, Suite 500 
Midland, Texas 79701 



:, 
J 
J 
J 
J 
J 
J 

• 

Thomas 0. Hicks 

Tom Loeffler 

ARTICLE VIII. 

200 Crescent Court, Suite 1600 
Dallas, Texas 75201 

7710 Jones Maltsberger, Suite 540 
San Antonio, Texas 78216 

The name and street address of the incorporator are : 

Name 

Jerry E. Turner 

Address 

One American Center 
600 Congress Avenue 
Austin, Texas 78701-3200 

ARTICLE IX. 

Regardless of any other provisions of these Articles of Incorporation or the laws 
of the State of Texas, the Corporation shall not, within the meaning of section 50l(c)(3) 
of the Code: 

( 1) permit any part of the net earnings of the Corporation to inure to the benefit 
of any private individual (except that reasonable compensation may be paid for 
personal services rendered to or for the Corporation affecting one or more of its 
purposes); 

(2) devote more than an insubstantial part of its activities to attempting to 
influence legislation by propaganda or otherwise; 

(3) participate in, or intervene in (including the publication or distribution of 
statements), any political campaign on behalf of any candidate for public office; or 

(4) attempt to influence the outcome of any specific public election or to carry 
on, directly or indirectly, any voter registration drives. 

ARTICLE X. 

Upon the dissolution of the Corporation, after payment or provision for payment 
of the Corporation's liabilities has been made, the Corporation's remaining assets shall be 

-3-
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. . I 

I 
I 
I 
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distributed exclusively to the System. If the System is not in existence, such assets shall 
be distributed to the State of Texas exclusively for public purposes. 

ARTICLE XI. 

The Corporation shall indemnify (which indemnification shall include, without 
limitation, advancing reasonable expenses) any person who is or was a Director, officer, 
employee, or agent of the Corporation (or any person who is or was serving at the request 
of the Corporation as a Director, officer, employee, or agent of another corporation, 
partnership, joint venture, trust, or other enterprise) to the fullest extent required or 
permitted by applicable law. In addition, the Corporation shall have the power to 
indemnify (which indemnification shall include, without limitation, advancing reasonable 
expenses) to the fullest extent permitted by law such other persons as the Board of 
Directors may determine from time to time. The Corporation shall have the power to 
purchase and maintain at its expense insurance on behalf of such persons to the fullest 
extent permitted by applicable law, whether or not the Corporation would have the power 
to indemnify such persons under the foregoing provisions. 

ARTICLE XII. 

As used herein the term "Code" refers to the Internal Revenue Code of the 1986, 
as amended, and future corresponding revenue laws of the United States. 

ARTICLE XIU. 

These Articles may be amended by the Board of Directors of the Corporation with 
the approval of the Board of Regents. 

IN WITNESS WHEREOF, I have hereunto set my hand this 14th day of 
November, 1995. 

-
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J STATE OF TEXAS § 

COUNTY OF AUSTIN § 

I, notary public, do hereby certify that on this 14th day of November, 1995, 

personally appeared before me Jerry E. Turner, who, being by me first duly sworn, 

declared that he is the person who signed the foregoing document as incorporator, and 

that the statements therein contained are true. 

Given IN WITNESS WHEREOF, I have hereunto set my hand and seal the day 

and year above written. 

f:\jt0264\uni91~illc 

10/06'J5 (l:Z,2pm) 

Notary Public in and for 
the State of Texas 

-5-

SARITA SUZNM SCimiEf 
'*-Y Pullla, 518 CJI T

MrC&N:illllai:_. 
SEPT. 4, 1998 
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mqe ~htfe of Wexas 
SECRETARY OF STATE 

CERTIF1CATE OF INCORPORATION 
OF 

THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY 
CHARTER NUMBER 01377795-41 

The undersigned, as Secretary of State of Texas, hereby certifies that the attached Articles 
of Incorporation for the above named corporation have been received in this office and are 
found to conform to law. 

ACCORDINGLY, the undersigned, as Secretary of State, and by virtue of the authority 
vested in the Secretary by law, hereby issues this Certificate of Incorporation. 

Issuance of this Certificate of Incorporation does not authorize the use of a corporate name 
in this state in violation of the rights of another under the federal Trademark Act of 1946, 
the Texas trademark law, the Assumed Business or Professional Name Act, or the common 
law. 

Dated: 
Effective 

November 15, 1995 
November 15, 1995 

AntoniD 0. Gum. Jr. 
S•cret~UY of SIIIJ• RR 
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BYLAWS 

OF 

THE UNIVERSITY OF TEXAS 
INVESTMENT MANAGEMENT COMPANY 

ARTICLE I 
STRUCTURE AND PURPOSES 

Section I. Structure. The University of Texas Inveshnent Management Company (the 
"Corporation") is a nonprofit corporation organized under the laws of the State of Texas, including the 
Texas Non-Profit Corporation Act, Tex. Rev. Civ. Stat. Ann. Art. 1396 (the "Act"). The Articles of 
Incorporation of the Corporation (as amended from time to time, the "Articles oflncorporation") were 
filed in the office of the Secretary of the State of Texas on November 15, 1995. 

Section 2. Member. The Corporation shall have no members. 

Section 3. Purposes. The Corporation is organized and will be operated exclusively for 
charitable and educational purposes. In accomplishment of such purposes, the Corporation will be 
administered solely for the purpose of aiding, assisting, supporting and acting on behalf of The 
University of Texas System (the "System"), an agency of the State of Texas, in the performance of its 
essential governmental function of providing higher education in accordance with the laws of the State 
of Texas authorizing and governing the System and the creation of the Corporation. The Corporation 
shall have, without limitation, the following purposes: 

(a) To invest funds under the control and management of the Board of Regents of the 
System (the "Board of Regents"), including the permanent university fund, as designated by the 
Board of Regents in accordance with the laws of the State of Texas; and 

(b) To perform such other activities or functions that the Board of Directors of the 
Corporation determines are necessary or appropriate for the accomplishment of the purposes of 
the Corporation, provided, however, that the Corporation may not engage in any business other 
than investing funds designated by the Board of Regents pursuant to a contract with the System 
for the investment of such funds. 

Section 4. Approval by System. Notwithstanding the powers delegated to the Board of 
Directors of the Corporation, the Corporation may not contract with the Board ofRegents to invest funds 
under the control and management of the Board of Regents, including the permanent university fund, 
unless and until the Board of Regents has approved (i) the Articles oflncorporation and Bylaws of the 
Corporation; (ii) the investment policies of the Corporation; (iii) the audit and ethics committee of the 
Corporation; and (iv) the code of ethics of the Corporation. Furthermore, the Board of Regents must 



approve (i) any amendments to the Articles of Incorporation and Bylaws of the Corporation; (ii) any 
changes to the investment policies of the Corporation; (iii) any changes in the audit and ethics committee 
of the Corporation; and (iv) any changes in the code of ethics of the Corporation. The Corporation shall 
file quarterly reports with the Board of Regents concerning such matters as required by the Board of 
Regents. 

ARTICLE II 
OFFICES 

Section I. Principal Place of Business. The principal place of business of the Corporation 
shall be located at Claudia Taylor Johnson Hall, Second Floor, 210 West 6th Street, Austin, Texas 
78701. The Corporation may have such other offices, either within or without the State of Texas, as the 
Board of Directors may determine or as the affairs of the Corporation may require from time to time. 

Section 2. Registered Office and Registered Agent. The Corporation shall have and 
continuously maintain in the State of Texas a registered office and a registered agent whose office is the 
Corporation's registered office, as required by the Act. The registered office may, but need not, be 
identical with the principal office of the Corporation in the State of Texas, and the address of the regis
tered office may be changed from time to time by the Board of Directors in accordance with applicable 
law. 

ARTICLE III 
BOARD OF DIRECTORS 

Section I. Powers. The property, business, and affairs of the Corporation shall be managed 
and controlled by the Board of Directors, and subject to the restrictions imposed by law, the Articles of 
Incorporation, and these Bylaws, the Board of Directors shall exercise all of the powers of the 
Corporation. 

Section 2. Number. The Board of Directors shall consist initially of the four (4) Directors 
named in the Articles of Incorporation of the Corporation initially filed with the Secretary of State of 
Texas. The number of Directors will automatically increase to nine (9) following appointment by the 
Board of Regents of nine (9) Directors to replace the four ( 4) Directors named in the Articles of 
Incorporation, provided that the Board of Regents may include any of the four (4) named Directors 
among the nine (9) appointed Directors. Thereafter, the number of Directors shall be determined by the 
Board of Regents in compliance with applicable law. 

Section 3. Appointment and Term. Except for those Directors named in the Articles of 
Incorporation, Directors shall be appointed by the Board of Regents, except that the Chancellor of the 
System shall serve as a Director so long as he remains Chancellor of the System. Until otherwise 
changed by the Board of Regents in compliance with applicable law, the members of the Board of 
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Directors shall include (i) the Chancellor of the System, (ii) at least three (3) persons then serving as 
members of the Board of Regents ("Regental Directors"), and (iii) one or more persons selected by the 
Board of Regents from a list of candidates with substantial background and expertise in investments that 
is submitted by the Board of Regents of The Texas A&M University System. The three (3) Regental 
Directors shall serve for two-year terms that expire on the first day of February of each odd-numbered 
year, except that the initially-appointed Regental Directors shall serve until February 1, 1997. The 
remaining Directors (other than the Chancellor of the System and the Regental Directors) shall serve 
three-year staggered terms that expire on the first day of February of the appropriate year, except that 
the term of one of the initially-appointed Directors shall end on February I, 1997, the term of two (2) 
initially-appointed Directors shall end on February I, 1998, and the term of the remaining two (2) 
initially-appointed Directors shall end on February 1, 1999; provided, however, that no such Director 
(other than the Chancellor of the System or the Regental Directors) shall serve more than three (3) full 
three-year terms. Notwithstanding the foregoing, the Board of Regents may from time to time alter the 
terms of the Directors. Each person serving as a Director shall serve until the earlier to occur of (i) the 
expiration of such Director's term or (ii) such Director's death, resignation, or removal as provided in 
these Bylaws. 

Section 4. Removal. Any Director may be removed from office at any time, with or without 
cause, by the Board of Regents. 

Section 5. Vacancies. Any vacancy occurring in the office of a Director, whether by death, 
resignation, removal, increase in the number of Directors, or otherwise, shall be filled by the Board of 
Regents. 

Section 6. Meetings of Directors. The Directors may hold meetings, maintain an office, 
and keep the Corporation's books and records at such place or places within or without the State of 
Texas as the Board of Directors may from time to time determine; provided, however, that in the 
absence of any such determination, such place shall be the Corporation's principal office in the State of 
Texas. 

Section 7. Annual Meetings. The annual meeting of the Board of Directors ("Annual 
Meeting") shall be held at such time and place as shall be designated from time to time by resolution of 
the Board of Directors, or, if not so designated, on the first business day of the month of October of each 
year at the Corporation's principal office for the purpose of (i) electing officers for the ensuing year, and 
(ii) transacting such other business as may be properly brought before such Annual Meeting. Notice of 
Annual Meetings shall be required. 

Section 8. Regular Meetings. Regular meetings of the Board of Directors ("Regular 
Meetings") shall be held bi-monthly at such times and places as shall be designated from time to time 
by resolution of the Board of Directors. Notice of Regular Meetings shall be required. 

Section 9. Special Meetings. Special meetings of the Board of Directors ("Special 
Meetings") shall be held at such times and places as shall be designated from time to time by the 
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Chairman or, on the written request of any Director, by the Secretary or on the written request of the 
Board of Regents. Notice of Special Meetings shall be required. 

Section 10. Notice of Meetings. The Secretary shall give notice of the time and place of each 
Annual, Regular and Special Meeting to each Director in person, or by mail, telegraph, or telephone, 
at least five (5) days before and not sooner than fifty (50) days before such meeting; provided, however, 
that in the case of a Special Meeting called because of an emergency or urgent necessity, such notice 
only need be provided at least two (2) hours before the meeting is convened. Unless otherwise indicated 
in such notice, any and all matters pertaining to the Corporation's purposes may be considered and acted 
upon at such meeting. At any such meeting at which every Director shall be present even though 
without notice, any matter pertaining to the Corporation's purposes may be considered and acted upon. 

Section II. Quorum. A majority of the then acting Directors shall constitute a quorum for 
the consideration of any matters pertaining to the Corporation's purposes. If at any meeting of the Board 
of Directors there is less than a quorum present, a majority of those present may adjourn the meeting 
from time to time. The act of a majority of the Directors present at a meeting at which a quorum is 
present shall be the act of the Board of Directors, unless the act of a greater number is required by law, 
the Articles oflncorporation, or these Bylaws. 

Section 12. Voting. To the extent permitted by applicable law, a Director may vote in person 
or by proxy executed in writing by the Director. No proxy shall be valid after three (3) months from the 
date of its execution. Each proxy shall be revocable unless expressly provided therein to be irrevocable, 
and unless otherwise made irrevocable by law. 

Section 13. Conduct of Business. At meetings of the Board of Directors, matters pertaining 
to the Corporation's purposes shall be considered. 

At all meetings of the Board of Directors, the Chairman of the Board shall preside, and in the 
absence of the Chairman of the Board, a chairman shall be chosen by the Board of Directors from among 
the Directors present. 

The Secretary of the Corporation shall act as secretary of all meetings of the Board of Directors, 
but in the absence of the Secretary, the chairman may appoint any person to act as secretary of the 
meeting. The chairman of any meeting of the Board of Directors shall determine the order of business 
and the procedure at the meeting, including, without limitation, conduct of the discussion and the order 
of business. 

Section 14. Compensation of Directors· Expenses. Persons serving as Directors shall not 
receive any salary or compensation for their services as Directors. A Director shall be entitled to 
reimbursement for reasonable expenses incurred by him in carrying out his duties as a Director. 
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ARTICLE IV 
COMMITTEES 

Section I. Board Committees The Board of Directors may from time to time designate 
members of the Board of Directors to constitute committees that shall have and may exercise such 
powers as a majority of the Board of Directors may determine in the resolution that creates the 
committee. The Board of Directors may appoint individuals who are not members of the Board of 
Directors to any committee; provided, however, that a majority of the committee members shall be 
members of the Board of Directors if such committee exercises the authority of the Board of Directors 
in the management of the Corporation. 

Other committees, not having and exercising the authority of the Board of Directors in the 
management of the Corporation, may be designated and members appointed by a resolution adopted by 
the Board of Directors. Membership of such committees may, but need not, be limited to Directors. 

Section 2. Procedures· Meetings: Quorum. Any committee created by the Board of 
Directors or these Bylaws, unless otherwise expressly provided herein, shall (i) have a chairman desig
nated by the Board of Directors, (ii) fix its own rules or procedures, (iii) meet at such times and at such 
place or places as may be provided by such rules or by resolution of such committee or resolution of the 
Board of Directors, and (iv) keep regular minutes of its meetings and cause such minutes to be recorded 
in books kept for that purpose in the principal office of the Corporation, and report the same to the Board 
of Directors at its next succeeding meeting. At every meeting of any such committee, the presence of 
a majority of all the members thereof shall constitute a quorum, and the affirmative vote of a majority 
of the members present shall be necessary for the adoption by it of any action, unless otherwise 
expressly provided in the committee's rules or procedures or these Bylaws or by the Board of Directors. 

The Board of Directors may designate one or more Directors as alternate members of any 
committee, who may replace any absent or disqualified member at any meeting of such committee. In 
the absence or disqualification of a member of a committee, the member or members present at any 
meeting of such committee and not disqualified from voting, whether or not constituting a quorum, may 
unanimously appoint the designated alternate Director to act at that meeting in the place of the absent 
or disqualified member. 

ARTICLEV 
OFFICERS 

Section 1. Number. Titles. and Term of Office. The officers of the Corporation shall consist 
of a Chairman of the Board, a President, a Secretary, a Treasurer, and such other officers and assistant 
officers as the Board of Directors may from time to time elect or appoint. Such other officers and 
assistant officers shall have such authority and responsibility as may be assigned to them by the Board 
of Directors. Any two (2) or more offices may be held by the same individual, except the offices of 
President and Secretary. Except for those officers elected at the organizational meeting (the "Organiza-
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tion Meeting"), the term of office for each officer shall be until the next succeeding Annual Meeting at 
which officers are elected. The term of office for those officers elected at the Organization Meeting 
shall be that period oftime beginning on the date of the Organization Meeting and ending on the date 
of the first Annual Meeting. In any event, a duly-elected officer shall serve in the office to which he or 
she is elected until his or her successor has been duly elected and qualified. 

Section 2. Removal. Any officer or agent or member of a committee elected or appointed 
by the Board of Directors may be removed by the Board of Directors, but such removal shall be without 
prejudice to the contract rights, if any, of the individual so removed. Election or appointment of an 
officer or agent or member of a committee shall not of itself create contract rights. 

Section 3. Vacancies. Any vacancy occurring in any office of the Corporation may be filled 
by the Board of Directors. 

Section 4. Powers and Duties of the Chairman of the Board. The Chairman of the Board 
shall preside at all meetings of the Board of Directors and shall have such other powers and duties as 
may be assigned to such officer in these Bylaws or from time to time by the Board of Directors. The 
Chairman of the Board shall be appointed by the Board of Directors. 

Section 5. Powers and Duties ofthe President. The President shall be the Chief Executive 
Officer of the Corporation. Subject to the control of the Board of Directors, the President shall have 
general executive charge, management, and control of the properties, business, and operations of the 
Corporation with all such powers as may be reasonably incident to such responsibilities; shall have the 
authority to agree upon and execute all leases, contracts, evidences of indebtedness, and other 
obligations in the name of the Corporation subject to the approval of the Board of Directors and the 
Executive Committee, if any; and shall have such other powers and duties as may be designated in these 
Bylaws and as may be assigned to such officer from time to time by the Board of Directors. 

Section 6. Powers and Duties of the Treasurer. The Treasurer shall have custody of all of 
the Corporation's funds and securities that come into such officer's hands. When necessary or proper, 
the Treasurer may endorse or cause to be endorsed, in the name and on behalf of the Corporation, 
checks, notes, and other obligations for collection and shall deposit or cause to be deposited the same 
to the credit of the Corporation in such bank or banks or depositories and in such manner as shall be 
designated and prescribed by the Board of Directors; may sign or cause to be signed all receipts and 
vouchers for payments made to the Corporation either alone or jointly with such other officer as may 
be designated by the Board of Directors; whenever required by the Board of Directors, shall render or 
cause to be rendered a statement of the cash account; shall enter or cause to be entered regularly in the 
Corporation's books to be kept by such officer for that purpose full and accurate accounts of all moneys 
received and paid out on account of the Corporation; shall perform all acts incident to the position of 
Treasurer subject to the control of the Board of Directors; and shall, if required by the Board of 
Directors, give such bond for the faithful discharge of such officer's duties in such form as the Board of 
Directors may require. 
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Section 7. Powers and Duties of the Secretary. The Secretary shall keep the minutes of all 
meetings of the Board of Directors in books provided for that purpose; shall attend to the giving and 
serving of all notices; in furtherance of the Corporation's purposes and subject to the limitations 
contained in the Articles of Incorporation, may sign with the President in the name and on behalf of the 
Corporation and/or attest the signatures thereto, all contracts, conveyances, franchises, bonds, deeds, 
assignments, mortgages, notes, and other instruments of the Corporation; shall have charge of the 
Corporation's books, records, documents, and instruments, except the books of account and financial 
records and securities of which the Treasurer shall have custody and charge, and such other books and 
papers as the Board of Directors may direct, all of which shall be open at reasonable times to the 
inspection of any Director upon application at the Corporation's office during business hours; and shall 
in general perform all duties incident to the office of Secretary subject to the control of the Board of 
Directors. 

Section I. 

ARTICLE VI 
MISCELLANEOUS PROVISIONS 

Fiscal Year. The Corporation's fiscal year shall be as determined from time to 
time by the Board of Directors. 

Section 2. ~- The Corporation's seal, if any, shall be such as may be approved from time 
to time by the Board of Directors. 

Section 3. Notice and Waiver of Notice. Whenever any notice is required to be given by 
mail under the provisions of these Bylaws, such notice shall be deemed to be delivered when deposited 
in the United States mail in a sealed postpaid wrapper addressed to the person or Board of Regents 
entitled thereto at such person's post office address, as such appears in the records of the Corporation, 
and such notice shall be deemed to have been given on the date of such mailing. A waiver of notice in 
writing signed by the person or persons entitled to such notice, whether before or after the time stated 
therein, shall be deemed equivalent to notice. 

Section 4. Resignations. Any Director or officer may resign at any time. Such resignation 
shall be made in writing and shall take effect at the time specified therein, or, if no time be specified, 
at the time of its receipt by the President or Secretary. The acceptance of a resignation shall not be 
necessary to make it effective, unless expressly so provided in the resignation. 

Section 5. Action Without a Meeting by Directors or Committees: Telephone Meetings. 
To the extent permitted by applicable law, any action required by law or these Bylaws to be taken at a 
meeting of the Board of Directors or any committee, or any action which may be taken at a meeting of 
the Board of Directors or of any committee thereof may be taken without such a meeting if a consent 
in writing, setting forth the action to be taken, shall be signed by all of the Directors or members of the 
committee, as the case may be. Such consent shall have the same force and effect as a unanimous vote 
at a meeting, and may be stated as such in any document or instrument filed with the Secretary of State. 
Subject to the requirements of law for notice of meetings, unless otherwise restricted by the Articles of 
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Incorporation or these Bylaws, members of the Board of Directors or members of any committee may 
participate in and hold a meeting of such Board of Directors or committee, as the case may be, by means 
of a conference telephone, or similar communications equipment by means of which all persons 
participating in the meeting can hear each other, and participation in such meeting shall constitute 
presence in person at such meeting, except where a person participates in the meeting for the express 
purpose of objecting to the transaction of any business on the grounds that the meeting is not lawfully 
called or convened. 

ARTICLE VII 
INDEMNIFICATION OF DIRECTORS AND OFFICERS 

Section I. Right to Indemnification. Subject to any limitations and conditions in these 
Bylaws, including, without limitation, this Article VII, each person who was or is made a party or is 
threatened to be made a party to or is involved in any threatened, pending or completed action, suit or 
proceeding, whether civil, criminal, administrative, arbitrative or investigative (a "Proceeding"), or any 
appeal of such a Proceeding or any inquiry or investigation that could lead to a Proceeding, by reason 
of the fact that he or a person of whom he is the legal representative, is or was a Director or officer of 
the Corpomtion, or while a Director or officer of the Corpomtion is or was serving at the request of the 
Corporation as a director, officer, partner, venturer, proprietor, trustee, employee, agent, or similar 
functionary of another foreign or domestic corporation, partnership, joint venture, sole proprietorship, 
trust, employee benefit plan or other enterprise, shall be indemnified by the Corporation to the fullest 
extent authorized by the Act, as the same exists or may hereafter be amended (but, in the case of any 
such amendment, only to the extent that such amendment permits the Corpomtion to provide broader 
indemnification rights than said law permitted the Corporation to provide prior to such amendment), 
against judgments, penalties (including excise and similar taxes), fmes, settlements and reasonable 
expenses (including, without limitation, attorneys' fees) actually incurred by such person in connection 
with a Proceeding, but if the Proceeding was brought by or in behalf of the Corporation, the 
indemnification is limited to reasonable expenses actually incurred or suffered by such person in 
connection therewith, and indemnification under these Bylaws shall continue as to a person who has 
ceased to serve in the capacity which initially entitled such person to indemnity hereunder. In no case, 
however, shall the Corporation indenmify any person, or the legal representatives of any person, with 
respect to any matters as to which such person shall be finally adjudged in any such Proceeding to be 
liable on the basis that personal benefit resulted from an action taken in such person's official capacity, 
or in which such person is found liable to the Corporation. Any person entitled to indemnification 
pursuant to this Article VII is sometimes referred to herein as an "Indemnified Person." 

Section 2. Advance Payment. An Indemnified Person's right to indemnification conferred 
in this Article VII shall include the right to be paid or reimbursed by the Corporation the reasonable 
expenses incurred by an Indenmified Person who was, is or is threatened to be made a named defendant 
or respondent in a Proceeding in advance of the final disposition of the Proceeding; provided, however, 
that the payment of such expenses incurred by an Indemnified Person in advance of the final disposition 
of a Proceeding shall be made only upon delivery to the Corporation of a written affirmation by such 
Indemnified Person of his good faith belief that he has met the standard of conduct necessary for 

f:\j !0264\uni981 \36000\bylawsA 
12122/95 (!0:12am) 

-8-



indemnification under this Article VII and a written undertaking by or on behalf of such Indemnified 
Person to repay all amounts so advanced if it shall ultimately be determined that such Indemnified 
Person is not entitled to be indemnified under this Article VII or otherwise. 

Section 3. Appearance as a Witness. Notwithstanding any other provision of this Article 
VII, the Corporation may pay or reimburse expenses incurred by an Indemnified Person in connection 
with his appearance as a witness or other participation in a Proceeding at a time when he is not a named 
defendant or respondent in the Proceeding. 

Section 4. Nonexclusivity ofRights. The right to indemnification and the advancement and 
payment of expenses conferred in this Article VII shall not be exclusive of any other right which an 
Indemnified Person may have or hereafter acquire under any law (common or statutory), the Articles 
of Incorporation, the Bylaws, agreement, vote of disinterested Director or otherwise. 

Section 5. Insurance. The Corporation may purchase and maintain insurance, at its expense, 
to protect itself or any Indemnified Person, whether or not the Corporation would have the power to 
indemnity such person against such expense, liability or loss under this Article VIII. 

Section 6. Savings Clause. If this Article VII or any portion hereof shall be invalidated on 
any ground by any court of competent jurisdiction, then the Corporation shall nevertheless indemnity 
and hold harmless each Indemnified Person as to costs, charges and expenses (including attorneys' fees), 
judgments, fines, and amounts paid in settlement with respect to any action, suit or proceeding, whether 
civil, criminal, administrative or investigative to the full extent permitted by any applicable portion of 
this Article VII that shall not have been invalidated and to the fullest extent permitted by applicable law. 

ARTICLE VIII 
AMENDMENTS 

Section I. Amendment. These Bylaws may be altered, amended, or repealed by the Board 
of Directors with the approval of the Board of Regents. 
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SUMMARY 

The Company, its directors and its employees shall 
conduct themselves in a manner that ensures that 
each of their actions and activities is honest, ethical, 
legal, and proper in appearance, as well as in fact. 
Directors and employees are responsible for both the 
integrity and consequences of their own actions, and 
are expected to conduct themselves in accordance 
with the above principles and standards of conduct, 
as well as Company policies and procedures. Each 
director and employee shall expect co-directors and 
co-workers to do so as well. Directors and 
employees are obligated to report violations of the 
Company's ethics and standards of conduct to their 
management or other Company officials in 
accordance with Company policies and procedures. 

After reading the "Code of Ethics", each director and 
employee is required to sign a "Certificate of Receipt 
and Acceptance", which will be maintained in the 
director's or employee's permanent file. 

Working together, we can assure through our conduct 
that the Company will earn and maintain a reputation 
for honesty and integrity. 
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Code of Ethics 

The Company shall earn its reputation for 
honesty and integrity by conducting its 
business in accordance with the highest legal 
and ethical standards of conduct and 
obligating all its directors and employees to 
meet these standards. 

The Company's Code of Ethics consists of the following 
seven principles. The standards of conduct required of all 
Company directors and employees are presented with each 
principle below: 



The Company's Code of Ethics consists of the following 
seven principles. The standards of conduct required of all 
Company directors and employees are presented with each 
principle below: 

CODE OF ETHICS 

1. Comply witl1 all applicable laws and regulations 
of the states aod countries in which the Compaoy 
operates. 

Directors and employees shall conduct the Company's 
business in strict compliance with the laws, 
governmental requirements, and contractual 
agreements applicable to it and its business in the 
states and countries in which the Company does 
business. 

2_ Provide the highest quality services and products 
to the Board of Regents consistent with 
contrach1al agreements. 

Directors and employees shall perform their 
assignments to ensure that the services and products 
delivered to the Board of Regents meet all formally 
specified quantity and quality requirements, are 
delivered on time, and are within the agreed upon cost 
or budget. 

3. Maintain a productive and professional work 
environment. 

Directors and employees shall conduct themselves in a 
manner that maintains a professional business 
environment that is conducive to high quality work 
Directors and employees shall perform their assigned 
duties and responsibilities to the best of our abilities 
and without distractions from unprofessional 
influences. All directors and employees are expected 
to adhere to assigned work schedules, maintain a good 
attendance record, and work required overtime. 
Directors and employees shall accurately represent 
their professional and educational qualifications. 
Each employee is expected to not intimidate, coerce, 
harass, or unlawfully discriminate against other 
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directors and employees, prospective directors and 
employees, suppliers or the Board of Regents; gamble 
on Company premises or while on duty; use insulting 
or obscene language; be involved with illegal drugs at 
any time or place either on or off Company premises; 
possess or use alcohol while on Company premises, or 
while on duty without proper authorization, or be 
under the influence of alcohol or other legal 
substances while on duty, on Company premises, or at 
any time or place which can affect the Company 
adversely; solicit contributions or purchases on 
Company property without proper authorization; or 
distribute or post petitions or other promotional or 
campaign literature or material on Company premises 
or while on duty unless properly authorized. 

4. Recognize and respond positively to our 
obligations as good Company citizens of the 
various communities in which we operate. 

Directors and employees are encouraged to contribute 
their time or othenvise support civic, charitable, and 
other worthy activities that are beneficial to the 
communities in which these directors and employees 
live or work. 

5. Honor the property rights and interests of the 
Company, its directors and employees, clients, 
suppliers, and others. 

Directors and employees are expected to be honest in 
all their dealings with the company, the Board of 
Regents, suppliers, directors and employees, and 
others. Directors and employees shall respect the 
property rights of the Company and others, and not 
misuse property, equipment (including "assigned" 
equipment such as telephones), or Company supplies 
and/or others. Directors and employees and former 
directors and employees shall not use or disclose 
proprietary and/or Company sensitive information for 
other than Company purposes. Directors and 
employees shall adhere to security procedures relating 
to classified information, Company proprietary and/or 
sensitive information, and access to Company 
facilities and informatiOn systems. Directors and 
employees shall not remove or retain Company 
reports, proposals, documents, papers, equipment, or 
supplies without proper authorization. 

6. !\1aintain "arm's length" business relationships 
and avoid conflicts of interest. 

Each employee has a duty of loyalty to the Company. 
Directors and employees' personal relationships or 
interests outside the Company shall not influence the 
Company's business activities. Directors and 
employees shall avoid activities, business 
relationships, entertainment of or from others, or 
gratuities to or from others which create or appear to 
create conflicts between their interests or potential 
interests and those of the Company, or which may 
impair or appear to impair their decisions, judgments, 
job performance, or conduct. Directors and 
employees shall notify management promptly if they, 
their spouses, or other close family members, have a 
significant interest in or are involved in a potential 
conflict of interest with a current or prospective 
supplier, investee, or other entity having a business 
relationship with the Company. Directors and 
employees shall deal fairly with the Company and not 
usurp corporate opportunities for their personal 
benefit. 

7. Accurately and fairly account for all 
transactions, and for all funds and assets owned 
by, or in the custody of, the Company. 

Directors and employees shall accurately prepare time 
reports, expense vouchers, and other claims for 
reimbursement in accordance with Company policy. 
Directors and employees shall represent facts honestly 
and completely and shall not knowingly make false or 
improper entries on any Company documents. 
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ill ERNST & YOUNG LLP • One Houston Center 
Suite 2400 
1221 McKinney Street 
Houston, Texas 77010-2007 

Report of Independent Auditors 

Board of Regents 
The University of Texas System Permanent 

University Fund 

• Phone: 713 750 1500 
Fax: 713 750 1501 

We have audited the accompanying Summary of Investments as of August 31, 1995, and 
the Summary of Investment Income (Cash Basis) of the Permanent University Fund for 
the year then ended. These summaries are the responsibility of management. Our 
responsibility is to express an opinion on these summaries based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the Summary of Investments and Summary of Investment Income (Cash Basis) 
are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. 

As described in Note 1, the Summary of Investment Income (Cash Basis) referred to 
above has been prepared on the basis of cash receipts and disbursements, which is a 
comprehensive basis of accounting other than generally accepted accounting principles. 
Also as described in Note 1, both summaries referred to above have been prepared for the 
purpose of complying with Section 4 of Texas House Bill 1877 which requires a fmancial 
audit of the Fund. These summaries are not intended to be a complete presentation of the 
Permanent University Fund's financial position or results of operations. 

In our opinion, the Summary of Investments referred to above presents fairly, in all 
material respects, investments of the Permanent University Fund at August 31, 1995, in 
conformity with generally accepted accounting principles. 

Also in our opinion, the Summary of Investment Income (Cash Basis) referred to above 
presents fairly, in all material respects, the investment income of the Permanent 
U Diversity Fund for the year ended August 31, 1995, on the basis of accounting described 
in Note 1. 

Our audit of the Summary of Investments was conducted for the purpose of forming an 
opinion on such summary taken as a whole. The fair value information appearing in 
conjunction with the book value information on the summary is presented for purposes of 
additional analysis. Such information has been subjected to the auditing procedures 
applied in our audit of the Summary of Investments and, in our opinion, is fairly stated in 
all material respects in relation to the summary taken as a whole. 



a!/ ERNST & YOUNG LLP 

This report is intended solely for the use of the Board of Regents of the University of 
Texas System Permanent University Fund and for filing with regulatory agencies. This 
restriction is not intended to limit the distribution of this report, which upon filing is a 
matter of public record. 

October 20, 1995 
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Permanent University Fund 

Summary of Investments 

August 31, 1995 

Book Market 
Value Value 

(In Thousands) 
Long-term securities 
Debt securities 
U.S. government obligations: 

Direct - treasuries $ 347,577 $ 383,420 
Guaranteed: 

Mortgage-backed 21,707 23,077 
Other 28,140 29,851 

Total U.S. government obligations 397,424 436;348 

U.S. government agencies (non-guaranteed): 
Mortgage-backed 318,358 334,662 
Other 35,533 41,307 

Total U.S.-government agencies (non-guaranteed) 353,891 375,969 

Foreign government obligations 95,394 99,372 
Municipal and county bonds 76,857 77,527 
Coeporate bonds 1,288,290 1,350,207 
Total debt securities 2,211,856 2,339,423 

Preferred stocks 6,083 9,371 
Equity securities 
Convertible preferred stocks 632 698 
Common stocks and other equities 829,336 1,085,887 
Index funds 1,023,335 1,217,694 
Total equity securities U53,303 2,304,279 
Total long-term securities 4,071;242 4,653,073 

Short-term securities 
U.S. government (direct and guaranteed) 43,189 43,661 
U.S. government agencies (non-guaranteed) 3,000 3,017 
Corporate bonds 21,947 22,324 
Total short-term securities 68;136 69,002 

Cash and cash equivalents 
Cash held at state treasury 80,459 80,459 
Money markets 4,406 4,406 
Commercial paper 150,000 150,000 
Total cash and cash equivalents 234,865 234,865 
Total investments $4,374,243 $4,956,940 

See accompanying notes. 
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Permanent University Fund 

Summary of Investment Income (Cash Basis) 

Year ended August 31, 1995 

Investment Income (Cash Basis) by Investment Type 

Debt securities 

Preferred stocks 

Equity securities 

Cash and cash equivalents 

Other investment income 

Total investment income 

See accompanying notes. 

$187,978,696 

790,671 

50,465,469 

9,987,746 

311,537 

$249,534,119 
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1. Organization 

Permanent University Fund 

Notes to Summary of Investments and 
Summary of Investment Income (Cash Basis) 

August 31, 1995 

The Pennanent University Fund (PUF) is a public endowment contributing to the support 
of eligible institutions of The University of Texas System (UT System) and The Texas 
A&M University System (A&M System). The UT System and the A&M System are 
agencies of the State of Texas. Earnings from the PUF flow into the Available University 
Fund (AUF). 

The Summary of Investments has been prepared on the accrual basis of accounting. The 
Summary of Investment Income (Cash Basis) has been prepared on the basis of cash 
receipts and disbursements, which is a comprehensive basis of accounting other than 
generally accepted accounting principles. The Summary of Investment Income (Cash 
Basis) presents only gross investment income on a cash basis for the year ended 
August 31, 1995. Expenses related to operation of the PUF are deducted after investment 
income has been remitted to the AUF. The Summary of Investments and the Summary of 
Investment Income (Cash Basis) have been prepared for the purpose of complying with 
Section 4 of Texas House Billl877, which requires a financial audit of the PUF. 

2. Significant Accounting Policies 

Investments 

The investments of the PUF are carried at amortized cost (book value), with the exception 
of the PUF's 2.1 million acres of West Texas land which is not included in this report. 
Bond discount and premium is amortized over the life of the security using the interest 
method. 

Cash and Cash Equivalents 

Cash and cash equivalents consist of cash held at the State Treasury, money market 
instruments, and commercial paper. 

Security Valuation 

Investments are primarily valued on the basis of market valuations provided by 
independent pricing services. 

Fixed income securities directly held are valued based upon prices supplied by Merrill 
Lynch Securities Pricing Service, external broker quotes, and internal pricing matrices. 
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Permanent University Fund 

Notes to Summary of Investments and 
Summary of Investment Income (Cash Basis) (continued) 

2. Significant Accounting Policies (continued) 

The fair values of equity investments are based on the New York Stock Exchange 
Composite closing prices, if available. If not available, the fair value is based on the 
closing price on the primary exchange on which the security is traded, the closing sale or 
bid price on NASDAQ, other authoritative external sources, or an internal valuation 
detennined as specified by policies established by the Board of Regents. 

Securities held through index funds are generally valued as follows: 

• Stocks traded on security exchanges are valued at closing market prices on the 
valuation date. 

• Stocks traded on the over-the-counter market are valued at the last reportable bid 
price, except for National Market System OTC stocks which are valued at their 
closing market price. 

• Fixed income securities are valued based upon bid quotations obtained from major 
market makers or security exchanges. 

Foreign Currency Translation 

The accounting records of the PUP are maintained in U.S. dollars. Purchases and sales of 
securities and income receipts are translated into U.S. dollars at the exchange rate on the 
dates of the transactions. 

Investment income includes net realized and unrealized currency gains and losses 
recognized between accrual and payment dates. 

Investment Income 

Interest and dividend income is recorded when received. Dividend and interest income is 
recorded net of foreign taxes where recovery of such taxes is not assured. Distributions of 
investment income to the AUF is on a cash basis as provided by statute. 
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Permanent University Fund 

Notes to Summary of Investments and 
Summary of Investment Income (Cash Basis) (continued) 

2. Significant Accounting Policies (continued) 

Security Transactions 

Security transactions are accounted for in this report on a trade date basis. Gains and 
losses on securities sold are determined on the basis of average cost A loss is recognized 
if there is an impairment in the value of the security that is determined to be other than 
temporary. 

Federal Income Taxes 

The PUP is not subject to federal income tax. 

3. Investment Activity 

During the year ended August 31, 1995, the cost of purchases and proceeds from sales 
and maturities of investments (excluding short-term investments) were $811 million and 
$700 million, respectively. Such transactions were made at current market prices on the 
dates of the transactions. 

4. Securities Lending 

The PUP loaned securities to certain brokers who paid the PUP negotiated lenders' fees. 
These fees are included in investment income. PUF receives U.S. Treasury obligations 
and/or cash as collateral against the loaned securities in an amount at least equal to 102% 
of the market value of the loaned securities. This collateral must be maintained during the 
period of the loan. There were no securities loaned as of August 31, 1995. 

5. Investment Commitments 

Unsettled trades for security purchases and unfunded contractual conunitments for equity 
private placements was $163 million at August 31, 1995. 

7 



Permanent University Fund 

Notes to Summary of Investments and 
Summary of Investment Income (Cash Basis) (continued) 

6. Index Funds 

Market value of the index funds as of August 31, 1995 was approximately 
$1,218 million. Included in these index funds are the Equity Index Fund B Lendable, 
which is indexed against the S&P 500 Index, and the Midcap Index Fund B Lendable, 
which is indexed against the S&P Midcap Index. These index funds are wholly owned by 
the University of Texas System's Long-Term Fund as well as the PUF, and have been 
accounted for using the equity method of accounting. 
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Proposed Amendments to the Regents' Rules and Regulations 

a. Amend Part One, Chapter I, Section 7, Subsection 7.1 
(Standing Committees) as set forth below: 

7.1 Standing Committees.--The following committees shall 
be standing committees of the Board to consider 
policies for the government of all major areas: 
(a) Executive Committee; (b) Business Affairs and 
Audit Committee; (c) Academic Affairs Committee; (d) 
Health Affairs Committee; (e) Facilities Planning 
and Construction Committee[, (f) Asset P!anagement 
Committee] . 

b. Delete Part One, Chapter I, Section 7, Subsection 
7.19 (Duties of the Asset Management Committee) in 
its entirety as set forth below: 

[7 .19 D<Ities ef the Asset P!anagement Committee. 
The Asset P!anagement Committee shall. 

7 .191 Consieler aaEl fftaJEe 
reeemmendatiens te the Beard en 
all matters relating te the 
iRVCStFRCRt aREi iRVCStFRCRt 
properties ef the Permanent 
URiversity FuREl aRB all otfier 
assets managed by the Office ef 

7.192 

7.193 

7.194 

:,sset P!anagement. 
RCCOffiffiCREi to tfie Board 
af3f30iRtFReFJ:to aHS. EiioFRisoals of 
ffiCfRlaero of tfie IRVCOtffiCFlt 
Advisory Committee and ef 
iFP.:lCStffiCFlt COFlSl:iltaHtO aRd 

aff-..ri s oro . 
Perioelically reFJort to tfic Board 
on tfie iaveotmeHt opcratioRo of 
'±'fie URiveroity of 'i'eJEao System. 

COURDCl ~;itfi tfic CfiaRecllor aHd 
recoffiffieREl BoarS. actioR vyrith 
FCSf3CCt to aRy FCOOffiffiCR8atiORD 
related te the appointment, 
preffiotieR, aREl Elisfflissal of ouch 
System officers as are 
responsible fer managing the 
iRvestlfteRts Cif tfie Syoteffl or any 
COffiPORCRt thereof.] 

c. Amend Part One, Chapter I, Section 8, Subsection 
8.23 (Order of Business) as set forth below: 

8.23 

k:\users\oam\utimco\regrulai.wp 

Consideration of approval of 
items contained in reports of 
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standing committees. 
(a) Executive Committee 
(b) Business Affairs and Audit 

Committee 
(c) Academic Affairs Committee 
(d) Health Affairs Committee 
(e) Facilities Planning and 

Construction Committee 
[(f) Asset 14aRa"j'effieRt Ceffiffiittee] 

d. Delete Part One, Chapter I, Section 9 (Executive 
Associate for Economic Affairs) in its entirety as 
set forth below and renumber the remaining sections 
accordingly. 

[Sec. 9. EJEecutivc .."'.tosociate for Be anomie Affairs. 
9. 1 Tfie E2cecutive l.rosociate for Economic 

Affairs is eleeted ~y the Beard, serves at 
tftc ~leasure of the Board, re~orts to and 
is responoi~lc to the Board, and receives 
oucfi COFRFJCHsation as may be fiJEeEl Ey tfie 
BoarS.. 

9. Z! Duties. The BJEecutive Associate on a 
continuing basis conceives and develops 
long range plano and studies ;;ith respect 
te the develepffieRt aRd ffiaRa"j'effieRt ef 
economic affairs of the component 
institutions, and upon request, corroulto 
aBEl advises r,;itfi tfie Board and the Vice 
Chancellor for }'xsoet P1aRagement regarding 
plaRs aRd studies aRd shall have sueh 
other duties and responsibilities as may 
~e direeted ~y the Beard.] 

e. Amend Part One, Chapter II, Section 6 (Executive 
Vice Chancellor for Business Affairs), Subsections 
6.2(10), 6.2(11), 6.2(14) and 6.2(15) (Duties and 
Responsibilities) as set forth below: 

6.2(10) 

k:\users\oam\utimco\regrulai.wp 

Managing the operations of the 
offices listed below through 
such internal administrative 
organization as he/she deems to 
be appropriate: 
Office of the Associate Vice 
Chancellor for Business Affairs 

Office of Historically 
Underutilized Business 
Development 

Office of the Director of 
Police 

Office of the Assistant Vice 
Chancellor and Controller 

Budget Office 
Office of Management 
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6.2(11) 

k:\Users\oam\utimco\regrulai.wp 

Information Systems 
Office of Information 

Services 
Office of Business and 

Administrative Services 
Director of Accounting 

regarding System 
Administration accounts 

Office of the Assistant Vice 
Chancellor for Finance 

Office of Facilities Plan-
ning and Construction 

Office of Finance 
[Office ef EHS.e•.JmeHt] Real 
Estate Office regarding gift 
[P.toP.t endo .. n·meat] and 
campus real estate 
Office of Human Resources 
Office of Employee Group 

Insurance Program 
Office of West Texas Lands 

Management 
University Lands 

Accounting Office 
Surface Interests 
Oil, Gas & Mineral 

Interests. 
Supervising and coordinating the 
acquisition, [aHS./er] 
disposition, and/or management 
of all gift [HeHeHSmlffient] and 
campus lands at the component 
institutions and the U. T. 
System, except for Permanent 
University Fund Lands, with a 
view toward maximizing the 
income to be realized from the 
operation and/or sale of these 
properties. In discharging this 
responsibility the EVC for 
Business Affairs shall work 
closely with the appropriate 
EVC, the CAO of a component 
institution of the System and 
their delegates with regard to 
the management of trust lands 
and other non-campus real estate 
held by the Board of Regents for 
and on behalf of a particular 
institution. He shall also 
establish procedures that assure 
effective coordination with the 
Director of Estates and Trusts 
with regard to the management of 
trust lands other than Permanent 
University Fund Lands. 
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6.2(14) 

6.2 (15) 

Implementing policy for the 
receipt, disbursement, and 
custody of non investment funds 
and[7] for terms of depository 
agreements with banks [; aRe fer 
euotoS.y of Bearer securities 
S'"'Res 19y System fuRes tfiat are 
maiRtaiRee iR eaRlE safety 
deposit boJccs anel are not in 
eusteey "itfi tfie State 
Treasurer] . 
Forwarding debt issues for 
approval by the Board of Regents 
[felleHiR§' tfie eeReurreRee sf 
the Vice Chancellor for Asset 
llaRa§'emeRt] . 

f. Delete Part One, Chapter II, Section 7 (Vice 
Chancellor for Asset Management) as set forth below 
in its entirety 

[See. 7. Viee CfiaReeller fer Asset llaRagemeRt. 

Tfie Viee CfiaReeller fer Asset llaRa§'emeRt fias 
res~eRsisility fer tfie maRa§'emeRt ef all 
iRvestmeRt, eRemi'ffieRt, trust, aRe eRemi'ffieRt 
real estate assets of the System. The Offices 
of Asset Hanagement 1 Iw.reotmeRts 1 EaS.o·;.;FRent 
P4aFJ:a§CfF\CRt ana Aeiffiinistration, and EndO'UlffiCRt 
Real Estate report to ana are responsible to 
the Vice Chancellor fer Asset P1aRagemcat. The 
Vice Chancellor for Asset P4ana§Cffient reports to 
anS. is reopoRoi1:3lc to tl=ie Chancellor. The ·vice 
Chancellor for Asset P1anagement has direct 
access to the Beare of Regents aaEl is eJcpected 
to TvJorlr. directly uitfi tfie aJ?proJ?riate 
COffiffiittees of tfie DoarEl in Eliscfiar§"ing the 
auties of tfie office. 

7.1 Aeaeintffieat anS. ~enl:l:re. 
The Vice Chaaeellor fer Asset Hanageffient 
shall ~e eleete~ ~y an affirmative vote of 
a majerity sf tfie Re§'eRts iR effiee u~eR 
noFRinatioa ~y the Chancellor. The Vice 
Chancellor for Asset Hanagement shall holS. 
office ·.:itheut fiJEeS. term, subj eat to tfie 
pleasure of the Chancellor. The 
Chancellor's actions concerning the Vice 
ChaRceller fer }\sect P1aHa~ement are 
susjeet te revie;v aRe a~~reval 19y tfie 
Beare. 

7.2 Duties and ReosenoiSilitieo. 

k:\ueere\o~\utimco\regrulai.wp 

Tfie Vice ChaRcellor for l.toset Hana§"CffiCHt 
fias responsiSilit:t for the management of 
trust aRe eReevi'ffieRt laRes aRe RSR ea~us 
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laHes fiele iH tfie Hame of tfie Beare of 
RC§JCRts iRcluding tfie invcstffieRt and 
maHagemeHt of trHsts, trHst assets, 
endo·,JflleRto, the PcrmaHeRt Uni·Iersity Fund 
ana sHcfi etfier fHHes as may be assignee in 
such a manner as to Ffl:aJeimizT the fFlOE:ieo 
available for eJwelleHce iH all activities 
of tfie System. Tfie Vice CfiaHceller for 
~"1\zooet HaFJ:a§"CffiCRt ·n1ill coorcliaate and 
cooperate v;itfi tfie EJeecl±tive Vice 
CftaFJ:cellor for Business lrffairo in 
bringing to tfie Beare recemmeneatioHs oH 
tfiooe policy issues ·.;bich impact UEJOR tfie 
asset maRagemeRt aspects of the Permanent 
University Fuael Lands and shall I?rovide to 
tfie Board of Regeats through the E:necutive 
Vice ChaRcellor for Business Affairs aR 
iHeepeneent report aHa assessment of tfie 
SysteFFL'o ability to finance prospective 
eebt issHeS. In COnSHltatieH witfi tfie 
ChaRecllor, the Vice Chancellor for Asset 
P4anagement shall prepare reCOffifRCRclatioRs 
aRd oupportiR~ iaformatieR on his or her 
responsibilities for consieeratien by tfie 
appropriate staadiRg committees of the 
BoarS. aREi the BoarS of RegeRto. The Vice 
CftaReellor for .. 1\Isset HaRa§femeRt ·.;ill 
eoorEliRate aREl cooperate ;;itft tfie Office 
of General CoHnsel in tfie eevelepmeHt ana 
maRa§femeRt of tfie IRtelleetual Property 
resources of tfte Gysteffi. 

7. 3 Officers for lHVeStfflento aREi BREiO'VfffiCHt 
pqanaEiement ana }',eministration. 
'3?fte Yice CfiaRcellor for Asset HaRagcmeRt 
aRd fiis or l=:ter dele§fates, BJEecutive 
Director for IRvestmeREs aRS. BJEecuti·;=e 
Director of Eneml!flent pqanagmnent ana 
Aeministration implemeHt policies aHa 
actions approvee by tfie Beare •dtfi respect 
~ 

7.31 IHvestiH§f, maRa§in§, ana 
aS.FRiaisteriH§f all endo\ffllCRt fuRds 
belonging to tfie System ana its 
component institHtions, inclHeiHg tfie 
PerFRaReRt UHiversity FuREl aRd all 
trusts ancl special funEls. 

7.32 PreoeRtin§f to tfte BoarS. tfirou§fh tfte 
Cftaacellor perioElic reports of the 
status aRd prospect of fuRElo for 
rurfti eft ftc or ofie Ras reopoas i:Si 1 ity 
aBEl tHat ·.;ill Be availaBle for 
eJepeneitHre by tfie System ana its 
component institHtions. 

7. 33 ConsultiR§f ;;itfi the BJEecutive 
:,ssociate fer Economic Affairs ·.dtfi 

k:\users\oam\utimco\regrulai.wp 5 



respect to tfie developRlent of len§ 
ran§fe 13lans for tfie dez..relopffient and 
Rlana§fement of tfie investments of tfie 
Syoteffi and ito component 
institutions. 

7.4 Office of Endov;ment Real Estate 
Su19j ect to dele§fation 19y tfie Jlice 
CfiaHcellor for Asset Hana§ement 1 tfie 
EJEecutive Director of ERdovVffient Real 
Estate is Fesponsible foF tke management 
of all real estate kela in tke name of tke 
Boarel of Re§ents I eJEcept for Permanent 
University Funel LaRds aRd campus real 
estate 1 ·.,ritE: a vie·.; to·.;arel maJEiFRiz:;:in§" the 
income to be realiz:;:eel froFR tfie operation 
aRel1'or sale of these properties. In 
fulfilling tkis Fesponsibility, tke 
EJEeeutive DiFeetor of Enemffllent Real 
Estate ·,;ill. 
7.H l'loF!e elosely Hitk tke appFopFiate 

E:n:ecutive Vice CfiaRcellor, the cHief 
aelmiRiotrative officer of a component 
iRotitution of tfie System and that 
officer's elelegates ;;itfi regard to 
tke management of tFust lanes ana 
otfier noReampus real estate iRterests 
held 19y tfie Board of Re~eBto for and 
on 19efialf of a particular 
institution. 

7.42 Establish pFoeeauFes tkat insuFe 
effective coordination \litR tfie 
EJEecutive Director for Endo\IFRent 
HanageFRent anel 1\:dmiRiotrat isH r,;itfi 
regard to tfie management of trust 
laaElo otfier tfian Uaiversity Lando. 

7. 43 Be responsil9le to tfie EJEecutive Vice 
CkaneelloF foF Business AffaiFs foF 
tke aeEJuisition oF aisposal of 
ROReflE!o·.ffll:ent an8: campus lanels . ] 

g. Amend Part Two, Chapter III, Section 4 (Local 
Institutional Funds), Subsections 4.11, 4.13, and 
4.2 as set forth below: 

k:\users\oam\utimco\regrulai.wp 

4.11 Funds held in demand deposits, time 
deposits, or non-negotiable 
certificates of deposit shall be 
deposited or invested only in banks 
with which the Board has a depository 
agreement. Depository and custody 
agreements may be negotiated and 
executed by UTIMCO [tke Viee 
Cfianeellor for Ftsset Hana~ement] or 
the Executive Vice Chancellor for 
Business Affairs when such depository 
agreements are in substantially the 
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same form as a standard depository 
agreement approved by the Board or, 
for other agreements, in a form 
approved by the Office of General 
Counsel and are with banks meeting 
the then current policies of the 
Board. Each chief administrative 
officer and chief business officer of 
a component institution or the 
Executive Vice Chancellor for 
Business Affairs may negotiate and 
execute contracts for banking 
services with banks which have 
entered into a depository agreement 
with the Board if the contract has 
been approved by the Office of 
General Counsel and the Office of 
Business Affairs. 

4.13 Operating funds, as defined by The 
University of Texas System Operating 
Funds Investment Policy, shall be 
invested in compliance with that 
investment policy statement. 
Operating funds [field in sanlE eefflff!Sn 
trust funds er ffleney fflarlEet funds] 
shall be invested in funds approved 
by UTIMCO [the Viee Cfianeeller for 
.',sset Hanageff!ent] based on, at a 
minimum, the criteria specified in 
The University of Texas System 
Operating Funds Investment Policy. 
UTIMCO [Tfie Vice Cfianeellor for .."'.rooet 
14anagefflent] shall administer pooled 
investment funds for the investment 
of operating funds as authorized by 
the Board. The chief business officer 
of any component institution may add 
or withdraw operating funds of the 
component to or from (i) demand 
deposits, time deposits, or non
negotiable certificates of deposit as 
set forth in Subsection 4.11 of this 
Section, (ii) any common trust fund 
or money market fund approved by 
UTIMCO [the Viee Chaneeller fer }',sset 
14anagefflent] or (iii) any investment 
pool administered by UTIMCO [~ 
Offiee ef Asset 14anagefflent] for the 
investment of such operating funds on 
any established addition or 
withdrawal date of the pool. 

4.2 Depository banks selected shall furnish 
adequate surety bonds or securities to 
assure safety of these funds. Such 
securities shall be delivered by the 
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depository bank to an account in the name 
of the Board at a third-party 
depository(ies), bank(s) or trust 
company(ies) approved and contracted with 
by the Executive Vice Chancellor for 
Business Affairs [Viee Chancellor for 
Asset Plana§'ement] . Local Funds shall be 
deposited in the depository banks or 
invested as soon as possible but in no 
event later than that provided·by law. 
Demand deposits and time deposits will be 
maintained in accordance with the current 
policies of the Board. 

h. Amend Part Two, Chapter IX (Matters Relating to 
Investments,Trusts, and Lands), in its entirety as 
set forth below: 

Sec. 1. Authority Regarding Assets. 

1.1 Subject to the more specific provisions of 
other sections of the Regents' Rules and 
Regulations or specific Regental policies, 
the authority to manage and invest assets 
of or held by the U. T. System shall be as 
set forth below. 

1.2 All assets, regardless of the nature of 
the asset, received through a bequest or 
through a distribution from an account 
held in trust by others shall be accepted 
and processed by the Office of Development 
and External Relations and invested by 
UTIMCO, except for gift real property 
which shall be managed by the Real Estate 
Office [maaa§'ee sy the Offiee of ~sset 
P4afia§'emeat] until appropriate distribution 
may be made to the beneficiary institution 
or to an endowment fund, a fund 
functioning as an endowment, or a life 
income or annuity fund. 

1.3 All assets of the Permanent University 
Fund, excluding the real property of the 
Permanent University Fund, shall be 
managed by UTIMCO [the Offiee of ~sset 
Plaaa§'emeat] . Real property of the 
Permanent University Fund shall be managed 
by the Office of Business Affairs. 

1.4 All assets, regardless of the nature of 
the asset, received for or held in an 
endowment fund (other than the Permanent 
University Fund), a fund functioning as an 
endowment, or a life income or annuity 
fund shall be managed by UTIMCO [~ 
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Office of Asset P1aRa§emeHt] until such 
funds terminate. 

1.5 All assets of Retirement of Indebtedness 
Funds, Bond Proceeds, Unemployment 
Compensation Funds, Workers' Compensation 
Funds, the Medical/Dental Self-Insurance 
Fund, the Vision Services Fund, and the 
Medical Liability Self-Insurance Fund 
("consolidated System funds") shall be 
managed with respect to investment of such 
funds as set forth below: 
1.51 The Office of Business Affairs shall 

invest the Retirement of Indebtedness 
Funds, Bond Proceeds, Unemployment 
Compensation Funds, Workers' 
Compensation Funds, the 
Medical/Dental Self-Insurance Fund, 
and the Vision Services Fund in the 
same manner that chief business 
officers may invest the operating 
funds of each component institution. 

1. 52 UTIMCO ['l'fie Office ef .'\sset 
14ana~ement] shall invest the Medical 
Liability Self-Insurance Fund [as set 
eut in tfiis Cfia~ter] in the Long Term 
Fund, Short/Intermediate Term Fund, 
and Short Term Fund as directed by 
the Vice Chancellor and General 
Counsel. 

1.6 Except as provided in Subsection 1.2 of 
this Section, assets which are not a part 
of the Permanent University Fund, an 
endowment fund, a fund functioning as an 
endowment, or a life income or annuity 
fund or consolidated System funds shall be 
managed as set forth below: 
1.61 Real property used for campus lands 

shall be managed by the chief 
administrative officer of the 
component institution subject to 
review by the Office of Business 
Affairs prior to requesting Board 
approval to acquire the property. 
Otherwise, non-campus real property 
[aRd Roteo secured By a deed of 
trust] shall be managed by the Real 
Estate Office [tfie Office ef Asset 
l!ana~ement] . 

1.62 Tangible personal property shall be 
managed by the chief administrative 
officer of the component institution.' 

1.63 Intangible personal property 
consisting of securities, interests 
in businesses, and equity interests 
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Sec. 2. 

in technology transfer firms as set 
out in the Regents' Intellectual 
Property Policy shall be managed by 
UTIMCO [tfie Office ef ~sset 
HaHag-effieHt] . Other intangible 
personal property shall be managed by 
the chief administrative officer of 
the component institution. 

Authorizations Regarding Sales, Assignments, 
Conveyances, Receipt of Property, and Proxies. 

2.1 Authority to Purchase, Exchange, and Sell 
Securities for and on Behalf of the 
Permanent University Fund (hereinafter 
sometimes referred to as "PUF"} and the 
Board.--Pursuant to an Investment 
Management Services Contract, UTIMCO shall 
be [~fie Gfiaacellor, or Rio or her 
deleg-ate, tfie Vice Cfiaficeller feF Asset 
P1ana§"ement I the EJeecutive Director for 
Fineel: IHCOffiC ra·vestffiCFJ:to I aFJ:S. the 
Pertfelie Hafiag-eFs aFe] authorized to 
purchase, exchange, and sell any and all 
securities of any description whatever and 
from any source, including gifts and 
bequests, for and on behalf of the PUF or 
the Board. In addition, external 
investment managers appointed by UTIMCO 
[tfie Beard sf Reg-efits] may purchase, sell, 
or exchange securities, pursuant to 
written agreement with UTIMCO [tfie Beard 
ef Reg-efits] . 

2.2 Authority to Transact Through Investment 
Dealers.--Sales, purchases, and exchanges 
by UTIMCO shall be effected through 
investment dealers or brokers in 
accordance with the applicable Investment 
Policy Statement. 

2.3 Authority to Assign and Transfer 
Securities Owned by the PUF and the 
Board.--UTIMCO [~fie CfiaficelleF, SF fiis SF 
fter S.ele§"ate, the Vice Chancellor for 
Asset P1anagement, tfie E:n:ecutive Director 
fer Eado-.tf'fi:CHE P4aaagemeat aael 
Administration/ ane the Director of the 
Office sf Budg-et afid Fiscal Pelicy] may 
[eaefi] assign and transfer any and all 
securities of any description whatever and 
from any source, including gifts and 
bequests, and execute any and all 
documents necessary to the consummation of 
any sale, assignment, or transfer of any 
securities registered in the name of the 
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PUF or the Board, or in any other form of 
registration of such securities held for 
the account of the PUF or the Board in 
whatever manner, including all fiduciary 
capacities and including those registered 
in the names of trusts or foundations 
managed and controlled by said Board. In 
addition, custodian banks appointed by 
UTIMCO [the Viee Chancellor fer Asset 
Hanagement] may assign and transfer 
securities and execute any and all 
documents necessary to the consummation of 
any sale, assignment, or transfer of any 
security owned by the Board. 

2.4 Authority to Execute Instruments Relating 
to Land and Mineral Interests.--The 
authority to execute conveyances, deeds, 
surface and/or mineral leases, easements, 
rights-of-way, oil and gas division 
orders, and transfer orders, geophysical 
and material source permits, water 
contracts, pooling and unitization 
agreements, and any other instruments as 
may be necessary or appropriate from time 
to time, relating to the handling, 
management, control, and disposition of 
any real estate or mineral interest held 
or controlled by the Board is hereby 
authorized as follows: 
(i) Real Estate or Mineral Interests held 

as part of the PUF, gift real estate 
or campus lando, and not held as part 
of an investment portfolio managed by 
UTIMCO: 
The Chancellor or his or her delegate 
The Executive Vice Chancellor for 

Business Affairs or his or her 
delegate. 

[(ii} Real Estate or llineral Interests held 
as }?art: of aRy cHEI:o\1ffiCRt, trust I or 
otf:.ter fuad eJecludia§J tl=ie PUF aad 
eafll!'luO lando. 
The Chancellor or his er her delegate 
The Vice Chascellor for Asset 
Haaa§'CfFlCRt 
Tfie EJreeutivc Director for EnEloHment 
Real EsEat::e. J 

2.5 Authority to Receive and Collect Money 
and/or Property.--
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the llaRa~er ef Estates aRd 'frusta are 
eaeh] is authorized and empowered to 
ask, demand, collect, recover, and 
receive any and all sums of money, 
debts, dues, rights, property, 
effects, or demands, whatever, due, 
payable, or belonging, or that may 
become due, payable, or belonging to 
the PUF or the Board from investment 
transactions [aRd be~uests] , from any 
person or persons, whatever, and to 
execute any and all necessary or 
proper receipts, releases, and 
discharges therefor and any other 
instruments as may be necessary or 
appropriate from time to time, 
relating to the handling, management, 
and control and disposition of any 
investment [be~uest] . 

liil The Office of Estates and Trusts is 
authorized and empowered to ask, 
demand, collect, recover, and receive 
any and all sums of money, debts, 
dues. rights, property. effects, or 
demands, whatever, due, payable, or 
belonging, or that may become due, 
payable, or belonging to the PUF or 
the Board from gifts and bequests, 
from any person or persons, whatever, 
and to execute any and all necessary 
or proper receipts, releases, and 
discharges therefor and any other 
instruments as may be necessary or 
appropriate from time to time, 
relating to the handling, management, 
and control and disposition of any 
gift and bequest. 

2.6 Authority to Execute Proxies and Consent 
to Modifications in Bond Indentures.-
UTIMCO is ['fhe ChaReeller, er his er her 
delegate, the Vice Chaaeellor for Asset 
HaHa§"CFFlCRt, tfie EJeeeuti.,,re Director for 
FiJeed Iaeofflc lFP-l'CStFReHts, t:fte EJeeeuti·ve 
Director for ERS:ovJTFteRt Hanagement and 
AEiffiiRistratioR, and the Portfolio P4anagero 
are each] authorized to consent to 
modifications in bond indentures and to 
execute proxies within the approved 
investment policies. 

2.7 Authority to Deliver and Maintain 
Securities in Book-Entry Form.--Securities 
owned by the PUF or the Board may be 
delivered and maintained by a custodian 
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Sec. 3. 

bank or a member bank of the Federal 
Reserve System in book-entry form subject 
to applicable law. 

Policy for Investment and Management of the 
PUF. 

3.1 The policies for the investment of funds 
for the Permanent University Fund shall be 
those outlined in The Permanent University 
Fund Investment Policy Statement. 

3.2 Reports 
[3. 21 

3. 2_;!,.[.0.] 

3. 22. [3-] 

Regarding Asset Management. 
All ~urchases, sales, aad 
CJECfiaRgCS Of iRVCStffiCRtO shall 
~e reported for ratification by 
tfie BearE! Yia tfie Deeket.] 
The investment performance of 
the PUF, as measured by an 
unaffiliated organization, shall 
be reported to the Board 
[Regents' Pxsoet P4anageFReRt 
Cemmittee] at least annually. 
The nature and extent of any 
investments in or business 
transacted with any firm with 
which a director, officer or 
employee [memser] of UTIMCO [~ 
University of TeJeao System 
investment staff] is affiliated 
will be reported to the Board 
[ Re~ents' J',sset Plana~ement 
Cemmittee] annually. 

3.3 UTIMCO is ['Ffie Cfianeeller, tfie Viee 
CHancellor for A:sset Haaagement, or tfie 
EJECCUtive Director for FiJECd IHCOFRC 
Investments are eaefi] authorized to take 
any and all steps as may be considered 
necessary or advisable to protect the 
interest of the PUF in event of default or 
any other significant changes occurring 
with respect to any investment. 

3.4 Policies with Respect to Stock Rights, 
Fractional Shares, and Proxies. 
3.41 Exercise of or sale of stock rights 

and warrants is to be made at the 
discretion of UTIMCO [tfie Cfianeeller, 
the Vice Chancellor for Asset 
P1aRa§'CffiCRt 1 the BJEeeutive Director 
for Fined IRCOFRC IFrveotmento, or tl=ie 
Portfolio P4aaagers. Steele rigfits or 
xarraato wHich arise in coRncction 
1,.rith funds under coRtrol of an 
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Sec. 4. 

ufiaffiliateEl investFReHt FRaHa§"er shall 
be fiaRElled by tfiat mana§fer at its 
Eliseretien] . 

3.42 Fractional shares which arise in 
connection with funds under control 
of UTIMCO [an unaffiliateEI investment 
manager er the System investment 
staff] shall be handled [ey ~ 
manager er the staff] at its 
discretion. 

3.43 As a general rule, voting stocks held 
are to be voted by UTIMCO pursuant to 
its proxy voting policy [returning 
proJcies to preseRt FRaRa§feFRent. 1'lhen 
the Portfolio llanagers or the P1anager 

:,sset Strategy anEI .'rl'lalysis 
deterFRiRes that a vote r.1itfi 
management uoulEl. not be in the 
sfiareholder 1 S best finaRcial 
interest, or ".Jhen a firOfiosal uneer 
consiEleratioR is of a social Rature 1 

the matter ".Jill se referreEI to the 
Chancellor or the Vice Chancellor for 
... '\sset HaRagemeRt 1 or 1 in the eveRt 
seth of them are assent, to the 
ChairmaH of tfie Asset Hanagement 
Committee] . 

Policy for Investment and Management of [Other] 
U. T. Investment Pools. 

4.1 The policies for the investment of funds 
for U. T. investment pools shall be those 
outlined in the applicable Investment 
Policy Statement. 

4.2 The provisions of Sections 3.2, 3.3, and 
3.4, with respect to the investment and 
management of the PUF, shall likewise 
apply to other U. T. investment pools. 

[4.3 The Common Trust FunS. shall se 
aElFRinistered in a manner coRsisteRt ;;ith 
all provisioHs of the U. T. SysteFR Common 
Trust FunS. Charter.] 

4.].[4] 

4 .. H -s-J 

The Operating Funds 
Short/Intermediate Term Fund shall be 
administered in a manner consistent 
with all provisions of The University 
of Texas System Operating Funds 
Short/Intermediate Term Fund 
Information Memorandum. 

The Medical Liability Self-Insurance 
Fund shall be administered in a 
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Sec. 5. 

4 . .2_[~] 

manner consistent with all provisions 
of the Plan for Professional Medical 
Liability Self-Insurance. 

Each pooled income fund established 
by U. T. shall be administered 
according to its trust indenture and 
applicable law. 

Policy for Investment and Management of 
Endowment and Trust Funds Invested Through or 
Separate from U. T. Investment Pools. 

5.1 Endowment funds and funds functioning as 
endowments will be managed in a manner 
consistent with the U. T. System Gifts 
Policy Guidelines, prudent person 
investment standards, and the Uniform 
Management of Institutional Funds Act 
(Title 10, Chapter 163, Texas Property 
Code) . These funds will be managed 
separately and not commingled with the 
Long Term Fund if the terms of the 
instrument by which the fund was created 
preclude investment through the Long Term 
Fund. In addition, nonmarketable 
securities held by an endowment fund may 
be recorded as separately invested. All 
other endowment funds and funds 
functioning as endowments will be invested 
through the Long Term Fund. 

5.2 Trust funds and other life income accounts 
will be invested and administered 
consistent with the U. T. System Gifts 
Policy Guidelines, prudent person 
investment standards, and the Texas Trust 
Code (Title 9, Subtitle B, Texas Property 
Code) . 

5.3 The provisions of Sections 3.2, 3.3, and 
3.4 with respect to the investment and 
management of the PUF, shall likewise 
apply to endowment and trust funds except 
that Subsection 3.2~[r] shall be applied 
only when such funds are invested through 
a U. T. investment pool. 

[Sec. 6. InvestmeRt ~".telviseFy CeFRfflittee. The Chancellor 
aaEi tfie Vice Chancellor for Asset P4ana§JCFRCRt 
ofiall seelE tfle aEiviee anEl coHnsel of tfie 
InvestFRCRt .. "'.tS.visory CoFFLfFLittee at its re§Jular 
~ua:Eterly meetin§Js anel at other times as 
appropriate on all of the major matters 
in·Ielving investFRCB'E:s. 'f'he InvestFRent Aelvisery 
Committee is and fias seen estaslisfied in order 
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to assist and advise tfie Cfianeellor and tfie 
Vice CfiaHqellor for }'.reset Hana~cffl:eRt ~Jith 
respect to matters relatin~ to tfie mana~ement 
of investffiento. Tfie follovyriR§" rules sfiall apply 
to s~efi Committee. 

6.1 Hemberofiip. Sevea ffl:Cffil:lero of the 
Committee sfiall be seleeted beea~se of 
tfieir partie~lar q~alifieations and 
Cltperienee in tfie field of investments, 
including experience in SoRS. aael corJ?orate 
steelE investments. 

6.2 SelectioR Proeee~re. !~poiRtffieRto to oucfi 
Committee sfiall be made by the Board after 
reeomffiendation by tfie Cfianeellor. 

6.3 'l'erffi of Offiee. Eaefi ffiCffiber sfiall serve a 
tfiree year terffi, \Jitfi tfie terffis of t·.m ( er 
tfiree as applicable) ffiCffibers eJepirin~ eaefi 
August 31. A-ftleftl£3cr is eli§"il3lc for 
reappointffient to a eonsee~ti"Je three year 
term but may not be reappointed tHereafter 
witfio~t a tfiree year break in senliee. 

6.4 Heetin~s. lleetin~s sfiall be field 
quarterly aREi at ouch otfier dates as may 
Be considered advisable Jay tfie CfiaHcellor 
and the Vice Cfiaacellor for Asset 
Hana~effient . ] 

i. Amend Part Two, Chapter XII (Intellectual Property), 
Section 3 as set forth below: 

Sec. 3. Institutional Intellectual Property Advisory 
Committees, Office of General Counsel, and 
UTIMCO [Office of l'zosct HaRaEfCffient] . 

3.2 Office of General Counsel.--The Office of 
General Counsel will have responsibility 
for all legal matters relating to 
intellectual property and will assist 
component institutions with respect to 
such matters. Among other 
responsibilities, the Office of General 
Counsel will secure protection for 
intellectual property when appropriate and 
will police infringements; maintain 
central databases and files of patent 
applications, issued patents, copyrights, 
licenses and agreements; coordinate with 
component institutions in negotiating and 
preparing license and other agreements; 
review and approve as to form all 
agreements relating to intellectual 
property; and coordinate with and 
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cooperate with UTIMCO [the Offiee ef Asset 
Management] in all such matters. 

3.3 UTIMCO [Offiee ef Asset llanagement] 
UTIMCO ['l'he Offiee ef Asset 11anagement] 
will assist component institutions in 
business and financial matters relating to 
intellectual property; coordinate with 
component institutions in evaluating 
royalty and/or equity transactions and 
review and approve agreements relating to 
equity transactions; represent System on 
boards of directors of entities in which 
the Board holds equity and the right to a 
board position; serve as a repository for 
certificates of shares in entities in 
which the Board holds equity and represent 
the System's interest with respect 
thereto; and coordinate with and cooperate 
with the Office of General Counsel in all 
such matters. 

j. Amend Part Two, Chapter XII (Intellectual Property), 
Section 9, Subsection 9.3 as set forth below: 

Sec. 9. Approval of and Execution of Legal Documents 
Relating to Rights in Intellectual Property. 

9.3 The Chancellor, the appropriate Executive 
Vice Chancellor, the Vice Chancellor and 
General Counsel or the authorized 
representative of UTIMCO [Viee Chaneeller 
for Asset HaFJ:a§"ement] may execute·, on 
behalf of the Board, legal documents 
relating to the Board's rights in 
intellectual property, including, but not 
limited to, declarations, affidavits, 
powers of attorney, disclaimers, and other 
such documents relating to patent 
applications and patents; applications, 
declarations, affidavits, affidavits of 
use, powers of attorney, and other such 
documents relating to trademarks; 
applications for registration of and other 
such documents relating to copyrights; and 
license and assignment documents approved 
by the Board pursuant to Subsections 9.1 
or 9.2. 
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Executive Session of the Board 



Date: 

Time: 

Place: 

BOARD OF REGENTS 
EXECUTIVE SESSION 

Pursuant to Texas Government Code 
Chapter 551, Sections 551.071, 551.072, and 551.074 

February 8, 1996 

10:00 a.m. The Board will convene in Open 
Session and immediately recess 
to Executive Session. The Open 
Session will reconvene about 
1:00 p.m. and continue through 
adjournment. 

Room 310 (Open Session) and Room 308 (Executive 
Session), Geological Sciences Building 
U. T. El Paso 

1. Pending and/or Contemplated Litigation - Section 551.071 

U. T. Health Science Center - Houston: 
Proposed Settlement of Medical Liability 
Litigation 

2. Land Acquisition, Purchase, Exchange, Lease or Value of 
Real Property and Negotiated Contracts for Prospective 
Gifts or Donations - Section 551.072 

U. T. Medical Branch - Galveston: Pro
posed Acceptance of Gift of st. Mary's 
Hospital Facilities and Expression of 
Appreciation to The Sealy & Smith 
Foundation 

3. Personnel Matters Relating to Appointment, Employment, 
Evaluation, Assignment, Duties, Discipline, or Dis
missal of Officers or Employees - Section 551.074 

u. T. M.D. Anderson Cancer center: Con
sideration of Recommendation of Hearing 
Tribunal Regarding Termination of 
Tenured Faculty Member 

Ex.s - 1 


