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1. U. T. System:  Recommendation to Approve Chancellor's Docket No. 109 
 
 
 

RECOMMENDATION 
 
 

It is recommended that Chancellor's Docket No. 109 be approved. 
 
It is requested that the Committee confirm that authority to execute contracts, 
documents, or instruments approved therein has been delegated to appropriate 
officials of the respective institution involved. 
 
 
 
2. U. T. Board of Regents:  Proposed Amendments to the Regents' Rules and 

Regulations, Part One, Chapter I, Section 8, Subsection 8.5, Subdivision 8.54 
(Chancellor's Docket)  

 
 
 

RECOMMENDATION 
 
 

The Chancellor concurs in the recommendation of the Acting Executive Vice 
Chancellor for Health Affairs, the Executive Vice Chancellor for Business Affairs, 
the Executive Vice Chancellor for Academic Affairs, and the Vice Chancellor and 
General Counsel that the Regents’ Rules and Regulations, Part One, Chapter I, 
Section 8, Subsection 8.5, Subdivision 8.54, regarding the Chancellor's Docket, be 
amended as set forth below in congressional style: 
 
8.54 A docket[, to be entitled “Chancellor's Docket No.    ,"] composed 

of [routine] matters arising from System Administration and the 
component institutions that [, which] are required to be reported to 
and/or approved by the Board in accordance with established policies 
of the Board, shall be prepared as directed and approved by the 
Chancellor, [appropriate] Executive Vice Chancellors, and Vice 
Chancellors, as appropriate.  All docket items from the component 
institutions must be received by the System Administration not less 
than twenty-one days prior to the next regular scheduled meeting for 
inclusion on the docket for that meeting.  The [Chancellor's] Docket 
shall be distributed by the Counsel and Secretary to all members of the 
Board at least ten days before the Board convenes, together with a 
memorandum to be returned within seven days thereafter.  The memo-
randum will permit any member of the Board to except any item or 
items from the Docket.  All items not excepted by any Regent will be  
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considered by the Board at its next meeting, without detailed review.  
Any excepted item listed by any Regent will be deferred and will be 
processed through the appropriate standing committee for 
consideration at the first regular meeting of the Board following action 
of the item by the appropriate standing committee. 

 
 

 
BACKGROUND INFORMATION 

 
 

The proposed amendments to the Regents' Rules and Regulations, Part One, 
Chapter I, Section 8, Subsection 8.5, Subdivision 8.54 change the name of the 
"Chancellor's Docket," approved by the U. T. Board of Regents on July 16, 1965, to 
"Docket" to make clear that the Docket includes items from component institutions of 
the U. T. System as well as U. T. System Administration.  Additional minor edits are 
proposed to delete reference to “routine” matters as the approval of most routine 
items has been delegated to U. T. System officials or the institutional presidents and 
to clarify those involved in the approval process. 
 
This item was reviewed by the Finance and Planning Committee on April 2, 2002. 
 
 
 
3. U. T. Board of Regents:  Proposed Amendments to the Regents' Rules and 

Regulations, Part One, Chapter I, Section 7 (Committees and Other Appoint-
ments) and Chapter II, Section 3 (Chancellor's Duties and Responsibilities) 

 
 
 

RECOMMENDATION 
 
 

The Chancellor concurs in the recommendation of the Acting Executive Vice 
Chancellor for Health Affairs, the Executive Vice Chancellor for Business Affairs, 
the Executive Vice Chancellor for Academic Affairs, and the Vice Chancellor and 
General Counsel that the Regents’ Rules and Regulations, Part One, Chapter I  
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and Chapter II be amended to reflect the establishment of the Internal Audit and 
Compliance Subcommittee of the Finance and Planning Committee of the U. T. 
Board of Regents as set forth below in congressional style: 
 
a. Amend Part One, Chapter I, Section 7, regarding committees and other 

appointments, as follows: 
 

Sec. 7. Committees and Other Appointments. 
 
   . . . 

7.15 Duties of the Finance and Planning Committee.--The 
Finance and Planning Committee shall: 

    . . .  
[7.153 Review and report to the Board as appropriate on 

matters related to the System-wide compliance 
program. 

7.154 Review and make recommendations to the Board 
as appropriate on the System-wide internal audit 
plan. 

7.155 Obtain, review, and report to the Board on System 
and institutional internal audit reports and State 
Auditor’s reports. 

7.156 Transmit to the Chancellor, subject to the prior 
approval of the Board, any instructions for System 
or institutional audits as deemed necessary to 
ensure management control within The University 
of Texas System.  (In this regard, the System 
Director of Audits reports to the Chairman of the 
Finance and Planning Committee.)] 

7.153 [7.157] Review and recommend to the Board as 
appropriate on issues and activities related to The 
University of Texas Investment Management 
Company (UTIMCO). 

7.154 Establish an Internal Audit and Compliance 
Subcommittee to oversee auditing and compliance 
activities.  Receive recommendations for action by 
the Subcommittee as appropriate. 

7.16 Duties of the Internal Audit and Compliance 
Subcommittee.--The Internal Audit and Compliance 
Subcommittee shall: 
7.161 Oversee all internal and external auditing and 

compliance functions within The University of 
Texas System. 

7.162 Recommend the approval of the hiring of the 
System Director of Audits after nomination by the 
Chancellor. 
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7.163 Recommend the approval of the annual System-
wide risk assessment and annual internal auditing 
plan. 

7.164 Initiate System Administration and institutional 
audits and compliance activities as deemed 
necessary to ensure appropriate risk management 
and control processes within The University of 
Texas System. 

7.165 Provide the Finance and Planning Committee and 
the Board of Regents with relevant information 
obtained from ongoing reviews of auditing and 
compliance activities and reports of internal 
auditors, external auditors, and the State Auditor’s 
Office. 

7.166 Meet with external auditors, internal audit 
directors, and compliance officers as deemed 
necessary to discuss specific risk management 
and control issues. 

 
The remaining Subdivisions 7.16 through 7.18 will be renumbered 
accordingly. 

 
b. Amend Part One, Chapter II, Section 3, regarding the duties and 

responsibilities of the Chancellor, as follows: 
 

Sec. 3. Chancellor. 
 
   . . . 
 

3.312 Duties and Responsibilities.  The primary 
responsibilities of the System Director of Audits include: 
3.3121 Developing a System-wide internal audit plan 

based on a System-wide risk assessment 
and coordinating the implementation of this 
plan with the institutional internal auditors.  
This System-wide audit plan is submitted to 
the Internal Audit and Compliance 
Subcommittee [Business Affairs and Audit 
Committee] for review and to recommend 
approval to the Finance and Planning 
Committee after the Chancellor’s review and 
approval. 

 
 . . .  
 



 
 
 12 

 3.4 Institutional Compliance. 
  . . . 

3.41 System-wide Compliance Officer. 
The System-wide Compliance Officer is responsible, and will be 
held accountable for, apprising the Chancellor and the Internal 
Audit and Compliance Subcommittee [Board of Regents] of 
the institutional compliance functions and activities at System 
Administration and at each of the component institutions as set 
out in Subparagraph 3.412 of this Section.  The System-wide 
Compliance Officer provides institutional compliance assistance 
to the Chancellor, the Executive Vice Chancellors, and the Vice 
Chancellors in the exercise of their responsibilities. 

 
  . . . . 

 
 

 
BACKGROUND INFORMATION 

 
 

The Internal Audit and Compliance Subcommittee’s formation, purpose, and 
description of duties were presented to and approved by the Finance and Planning 
Committee in April 2002.  Specific duties of the Subcommittee are detailed in the 
proposed changes to the Regents’ Rules and Regulations. 
 
The Internal Audit and Compliance Subcommittee is the designated oversight agent 
of the Board of Regents for internal assurance activities in U. T. System.  Its primary 
responsibility is to monitor the quality and level of assurance provided from both 
internal and external sources on the risk management and control processes of the 
U. T. System. 
 
The Subcommittee is composed of a chairman and two members appointed by the 
Chairman of the Finance and Planning Committee from the membership of that 
Committee.  Subcommittee members serve at the pleasure of the Chairman of the 
Finance and Planning Committee. 
 
The Internal Audit and Compliance Subcommittee will meet at least quarterly and 
report through the Finance and Planning Committee.  The Subcommittee may meet 
in Executive Session to discuss matters authorized by State law. 
 
The System Director of Audits and the System-wide Compliance Officer is the 
primary contact between the Internal Audit and Compliance Subcommittee and both 
the internal and external assurance organizations. 
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4. U. T. Board of Regents:  Request for Approval to Amend (a) the Regents' 

Rules and Regulations, Part One, Chapter I, Section 9 (Delegation to Act 
on Behalf of the Board) and Part Two, Chapter XII (Intellectual Property); 
and (b) Regental Policies Relating to Sponsored Research Projects and 
Intellectual Property; and to Consolidate Into One Policy Entitled Policies and 
Guidelines for Licence Agreements, Sponsored Research, and Management 
and Marketing of Intellectual Property 

 
 
 

RECOMMENDATION 
 
 

The Chancellor concurs in the recommendation of the Acting Executive Vice 
Chancellor for Health Affairs, the Executive Vice Chancellor for Business Affairs, 
the Executive Vice Chancellor for Academic Affairs, and the Vice Chancellor and 
General Counsel that the Regents' Rules and Regulations and Regental Policies 
relating to sponsored research projects and intellectual property be amended as set 
forth below in congressional style: 
 
a. Amend Part One, Chapter I, Section 9, regarding delegation to act on behalf 

of the Board, as follows: 
 

9.22 All contracts or agreements, including purchase orders and vouchers, 
with a cost or monetary value to the U. T. System Administration or 
the component institution of more than $1,000,000 must be approved 
by the Executive Committee of the Board or approved by the Board 
via the docket or the agenda except the following, which do not 
require prior approval by the Executive Committee of the Board or 
the Board regardless of the contract amount: 

  . . . 
9.222 Contracts or grant proposals for sponsored research, 

including institutional support grants, and [that do not 
include a] licenses or other [for or] conveyances of 
intellectual property owned or controlled by the Board; 
provided that licenses and other conveyances of 
intellectual property owned or controlled by the Board 
shall have the advance approval of the appropriate 
Executive Vice Chancellor. 

 . . . 
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9.29 The following contracts and agreements must be approved by the 
Board via the docket or the agenda, regardless of the contract 
amount: 
9.291 Contracts and agreements of any kind or nature with a 

foreign government or agency thereof, except affiliation 
agreements and cooperative program agreements, 
[prepared on standard forms approved by the Office of  
General Counsel, and] material transfer agreements, 
sponsored research agreements and licenses or other 
conveyances of intellectual property owned or controlled 
by the Board prepared on an approved standard form or 
satisfying the requirements set by the Office of General 
Counsel. 

9.292 [Contracts and agreements for sponsored research with 
a corporation or other entity organized and operating 
under the laws of a foreign state. 

9.293]  Agreements with a Chancellor, a president, a former 
Chancellor or president, an Executive Vice Chancellor, or 
a Vice Chancellor, subject to the provisions of Texas 
Education Code Section 51.946 or Texas Government 
Code Section 618.001 et seq. 

 
b. Amend Part Two, Chapter XII, regarding intellectual property, as follows: 
 
 Sec. 1. Philosophy and Objectives.--[While the discovery of patentable 

processes or inventions and the creation of other intellectual property 
is not the primary objective of the System, for any such discoveries 
or creations, it] It is the objective of the Board to provide an 
intellectual property policy that will encourage the development of 
inventions and other intellectual creations for the best interest of the 
public, the creator, and the research sponsor, if any, and that will 
permit the timely protection and disclosure of such intellectual 
property whether by development and commercialization after 
securing available protection for the creation, by publication, or both.  
The policy is further intended to protect the respective interests of all 
concerned by ensuring that the benefits of such property accrue to 
the public, to the inventor, to the System and to sponsors of specific 
research in varying degrees of protection, monetary return and 
recognition, as circumstances justify or require.  Each component 
institution may develop in its Handbook of Operating Procedures 
additional policies and rules covering the subject matter of this 
Section not inconsistent with this Section or other policies or 
procedures adopted by the Board. 
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 Sec. 2.  General Policy.  
 
 2.1 The intellectual property policy shall apply to all persons 

employed by the U. T. System and the component 
institutions of the System including, but not limited to, full 
and part-time faculty and staff and visiting faculty members 
and researchers), to anyone using System facilities [under 
the supervision of System personnel], to undergraduates, to 
candidates for master's and doctoral degrees, and to 
postdoctoral and predoctoral fellows. 

 
 2.2 Except as set forth [for intellectual property included] in 

Subsections 2.3, 2.4, and 4.1 [2.4], this policy shall apply 
to and the Board may assert ownership in intellectual 
property of all types (including, but not limited to, any 
invention, discovery, trade secret, technology, scientific or 
technological development, research data and computer 
software) regardless of whether subject to protection under 
patent, trademark, copyright, or other laws.  

 
 2.3 The Board shall assert its interest in scholarly or educational 

materials, artworks, musical compositions and dramatic and 
nondramatic literary works related to the author's academic 
or professional field, regardless of the medium of 
expression, as follows:  

  2.31 Students, professionals, faculty and researcher 
authors.--The Board shall not assert ownership 
of works covered by this Subsection authored 
by students, professionals, faculty, and 
nonfaculty researchers.  The Board encourages 
these authors to carefully manage their 
copyrights.  The Board retains certain rights 
in these works as set forth in the Policy and 
Guidelines for Management and Marketing of 
Copyrighted Works. 

  2.32 Software.--The Board normally shall assert 
ownership in software as an invention; however, 
original software which is content covered by 
Subdivision 2.31, or that is integral to the 
presentation of such content, shall be owned in 
accordance with Subdivision 2.31. 

 
 2.4 Notwithstanding the provisions of Subsection 2.3, the Board 

shall have sole ownership of all intellectual property created 
by an employee who was hired specifically or required to 
produce it or commissioned by the System or a component  
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institution of the System.  Except as may be provided 
otherwise in a written agreement approved by the president 
[chief administrative officer] of the component institution 
[and the Chancellor], the provisions of Subdivision 4.25 
[Subdivision 5.23] relating to division of royalties shall not 
apply to intellectual property owned solely by the Board 
pursuant to this Subsection 2.4. 

 
 2.5 Any person who as a result of his or her activities creates 

intellectual property that is subject to this policy [Policy], 
other than on government or other sponsored research 
projects where the grant agreements provide otherwise, 
should have a major role in the ultimate determination of 
how it is to be published; however, the component president 
will decide in his or her sole discretion whether to develop 
and commercialize an invention [made public, whether by 
publication, by development and commercialization] after 
securing available protection for the creation, if necessary 
[or both]. 

 
 2.6 The System, with the cooperation of the component 

institution, will provide review and management services for 
patentable inventions as well as other intellectual property 
either by its own staff, through a related foundation, or by 
other means. 

 
 2.7 It is a basic policy of the System that intellectual property 

be developed primarily to serve the public interest.  
This objective usually will require development and 
commercialization by exclusive licensing, but the public 
interest may best be promoted by the granting of 
nonexclusive licenses [for the period of the patent].  
These determinations will be recommended and made 
in accordance with the administrative procedures 
hereinafter set out [and with the approval of the Board]. 

 
 2.8 Neither the facilities nor the resources of System or 

its component institutions may be used (i) to create, 
develop or commercialize intellectual properties unrelated to 
an individual's employment responsibilities (See 
Subsection 4.1); or (ii) to further develop or commercialize 
intellectual properties that have been released to an 
inventor (See Subdivision 4.22 [5.22]) except as the 
component institution's president [and the appropriate 
Executive Vice Chancellor] may approve where System 
retains an interest under the terms of the release. 
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 2.9 An employee whose research activities result in the creation 
of data that is owned by the Board pursuant hereto shall 
have a nonexclusive license to use such data for nonprofit 
educational, research, and scholarly purposes within the 
scope of the employee's employment, subject to adherence 
to other provisions of this policy. 

 
 Sec. 3. [Institutional] Intellectual Property Advisory Committees and [,] Office 

of General Counsel[, and UTIMCO].   
 
 3.1 Intellectual Property Advisory Committees.--To help 

administer the intellectual property policy at each 
component institution and to make recommendations to 
presidents for further referral to the System Administration 
and the Board (in those cases when action by the System 
Administration and/or the Board is required), departmental 
or institutional intellectual property advisory committees 
[Institutional Intellectual Property Advisory Committees] may 
be established by the component institutions.  [Each 
institution at its option may use the term "Patent Advisory 
Committee" in lieu of "Intellectual Property Advisory 
Committee."] 

 
 3.2 Office of General Counsel.--The Office of General Counsel 

will assist component institutions with [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 help component institutions 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; 
and review and approve as to form all agreements relating 
to intellectual property[; and coordinate with and cooperate 
with UTIMCO in all such matters]. 

 
 [3.3 UTIMCO.--UTIMCO 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  
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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.] 

 
 Sec. 4. [Classification of Discoveries by Source of Support. 
 
 4.1 Intellectual property that is unrelated to the individual's 

employment responsibility and has been developed as a 
result of the individual's efforts on his or her own time with 
no System support or use of System's facilities. 

 
 4.2 Intellectual property that is related to the individual's 

employment responsibility, or has resulted either from 
activities performed by the individual on System time, or 
with support by state funds, or from using System facilities. 

 
 4.3 Intellectual property that has resulted from research 

supported by a grant or contract with the Federal 
Government or an agency thereof, a nonprofit or for profit 
nongovernmental entity or by a private gift to the System. 

 
 Sec. 5.] Property Rights and Obligations. 
 
 4.1[5.1] Intellectual property unrelated to the individual's 

employment responsibility that is developed on an 
individual's own time and without System support or use 
of System facilities [(see Subsection 4.1)] is the exclusive 
property of the creator and the System has no interest in 
any such property and no claim to any profits resulting 
therefrom.  Should the creator choose to offer the creation 
to the System, the component president may [chief 
administrative officer shall recommend whether the 
System should] support and finance a patent application 
or other available protective measures and manage the 
development and commercialization of the property under 
terms and conditions as may be agreeable to the parties.  
If the creator makes the offer after obtaining a patent or 
other protection, the component president may [chief 
administrative officer shall recommend whether the System 
should] reimburse the creator for expenses in obtaining 
such protection.  [If the chief administrative officer so 
recommends and the creation is accepted for management 
by the System, the procedures to be followed and the rights 
of the parties shall be those set out in Subdivision 5.23.]   
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 4.2[5.2] Intellectual property either related to the individual's 
employment responsibility, or resulting from activities 
performed on System time, or with support by State [state] 
funds, or from using System facilities is subject to ownership 
by the Board. [(See Subsection 2.2.)] 

  4.21[5.21] Before intellectual property subject to ownership 
by the Board [covered by Subsection 4.2] is 
disclosed to any party outside the System, 
[either] to the public generally, or for 
commercial purposes, and before publishing 
same, the creator shall submit a reasonably 
complete and detailed disclosure of such 
intellectual property to the president [chief 
administrative officer] of the creator's institution 
for determination of the System's interest.  A 
component institution may establish guidelines 
in its Handbook of Operating Procedures for 
submitting different categories of intellectual 
property to its departmental or institutional 
intellectual property advisory committee 
[Institutional Intellectual Property Advisory 
Committee] and procedures to be followed by 
the committee [Institutional Intellectual Property 
Advisory Committee] in reviewing and 
evaluating such submissions.  Such guidelines 
and procedures shall be consistent with this 
policy and shall be subject to approval as a part 
of the institutional Handbook.  In those 
instances, however, where delay would 
jeopardize obtaining the appropriate protection 
for the property, the creator may request the 
approval of the component president [chief 
administrative officer and the Office of General 
Counsel,] to file a patent application or take 
other steps to obtain available protection prior 
to the administrative review provided in the 
following two subdivisions.  If the request is 
granted, the creator may proceed with the filing 
of a patent application or other available 
protective measures pending the determination 
of the System's interest; provided, however, 
that the creator shall be reimbursed for 
reasonable expenses in filing the patent 
application or taking other steps to obtain 
protection as the parties may negotiate if the 
decision of the  
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System is to assert and exploit its interests.  
Either the Chairman of the departmental or 
institutional intellectual property advisory 
committee [Institutional Intellectual Property 
Advisory Committee] or the component 
president [chief administrative officer] shall 
notify the Office of General Counsel of any such 
application.   

  4.22[5.22] If the component president elects not to [chief 
administrative officer recommends that the 
System not] assert and exploit System's [its] 
interest [and that recommendation is approved 
by the Office of General Counsel], the Office of 
General Counsel and the creator shall be 
notified within one hundred eighty (180) days 
of the date of a complete submission that the 
invention will be released to the creator after 
which he or she will be [is] free to obtain and 
exploit a patent or other intellectual property 
protection in his or her own right and the 
System shall not have any further rights, 
obligations or duties with respect thereto except 
that, in appropriate circumstances [some 
instances] the component president [System] 
may elect to impose certain limitations or 
obligations or retain income rights[, dependent 
upon the degree of System support involved in 
the creation of such property]. 

  4.23 The component president may elect to release 
an invention to its creator at any time after 
asserting System's interest, with notice to the 
Office of General Counsel; however, such a 
release shall include provisions for the recovery 
of patent and licensing expenses, if any, the 
retention of income rights and other appropriate 
limits or obligations, as set forth above for 
creations in which the System's rights are never 
asserted. 

  4.24[5.23] With respect to intellectual property in which the 
System asserts an interest, [the Office of 
General Counsel in consultation with] the 
component president [chief administrative 
officer (or his/her designee)] shall decide how, 
when, and where the intellectual property is to 
be protected and [.  If the System decides to 
patent or seek other available protection for  
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such intellectual property, it] may proceed either 
through its own efforts or those of an 
appropriate private firm or attorney to obtain 
protection and manage the intellectual property.  
Outside counsel services may be contracted 
[Under appropriate circumstances, and] with the 
consent of the Vice Chancellor and General 
Counsel and, if required by law, the approval of 
the Attorney General [, component institutions 
may arrange to have services to obtain 
protection for intellectual property performed 
by a local outside attorney on a case-by-case 
basis].  It shall be mandatory for all employees, 
academic and nonacademic, to assign the 
rights to intellectual property and patents to 
the Board when such creations fall within 
Subsection 4.2 [5.2]. 

  4.25 In those instances where the System licenses 
rights in intellectual property to third parties, the 
costs of licensing, including the costs to operate 
and support a technology transfer office and 
departmental or institutional intellectual property 
advisory committees, and the costs of obtaining 
a patent or other protection for the property on 
behalf of the Board shall first be recaptured 
from any royalties or other license payments 
received by the System, and the remainder of 
such [royalty] income (including but not limited 
to license fees, prepaid royalties, [and] 
minimum royalties, running royalties, milestone 
payments, and sublicense payments) shall be 
divided as follows: 

     50% to creator 
      50% to System. 
   With the prior approval of the Board as an 

agenda item, a component institution may 
include provisions in its Handbook of Operating 
Procedures to adjust the allocation of royalties 
set forth herein, but in no event shall the creator 
receive more than 50% or less than 25% of 
such proceeds.  The division of royalties from 
patents or other intellectual property managed 
by an intellectual property management 
concern will be controlled by the terms of the 
System's agreement with such concern, as  
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approved by the Board.  Any other deviation 
from this rule requires the prior approval of the 
Board.  

 
 4.3[5.3] Intellectual property resulting from research supported 

by a grant or contract with the Federal Government, 
or an agency thereof, with a nonprofit or for profit 
nongovernmental entity, or by a private gift or grant to 
the System shall be subject to ownership by the Board.  
[(See Subsection 4.3.)] 

  4.31[5.31] Administrative approval of application requests 
to, and acceptance of grants or contracts with, 
the Federal Government or any agency thereof, 
with a nonprofit or for profit nongovernmental 
entity, or a private donor that contain provisions 
that are inconsistent with this policy, or other 
policies and guidelines adopted by the Board 
from time to time imply a decision that the 
value to the System of receiving the grant or 
performing the contract outweighs the impact of 
any nonconforming provisions of the grant or 
contract on the intellectual property policies and 
guidelines of the System. 

  4.32[5.32] The intellectual property policies and guidelines 
of the System are subject to, and thus amended 
and superseded by, the specific terms 
pertaining to intellectual property rights included 
in federal grants and contracts, or grants and 
contracts with nonprofit and for profit 
nongovernmental entities or private donors, to 
the extent of any conflict. 

  4.33[5.33] In those instances where it is possible to 
negotiate System-wide intellectual property 
agreements with the federal agencies or 
nonprofit and for profit nongovernmental entities 
or private donors and thereby obtain more 
favorable treatment for the creator and the 
System, every effort will be made to do so with 
the cooperation and concurrence of the Office 
of General Counsel after consultation with the 
institutional president [chief administrative 
officer]. 

  4.34[5.34] Employees of the System whose intellectual 
property creations result from a grant or 
contract with the Federal Government, or any 
agency thereof, with a nonprofit or for profit  
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nongovernmental entity, or by private gift to the 
System shall make such assignment of such 
creations as is necessary in each case in order 
that the System may discharge its obligation, 
expressed or implied, under the particular 
agreement. 

  4.35[5.35] In the event that two or more persons are 
entitled to share royalty income pursuant to 
Subdivision 4.25 [5.23] (or equity pursuant to 
Section 5 [6]) and such persons cannot agree 
on an appropriate sharing arrangement as 
evidenced by a clear and unequivocal written 
agreement transmitted to the departmental or 
institutional intellectual property advisory 
committee, or if inventors are located at two or 
more component institutions, to the Office of 
General Counsel, that portion of the royalty 
income to which the creators are entitled under 
this policy [Policy] will be distributed to such 
persons in such portions as the component 
president [institutional chief administrative 
officer] or, in the event that the creators are 
located at two or more component institutions 
within the System, the Chancellor may deem 
appropriate under the circumstances and such 
decision shall be binding on the creators. 

  4.36[5.36] A decision by the System to seek patent or 
other available protection for intellectual 
property covered by Subsection 4.2 [5.2] shall 
not obligate System to pursue such protection 
in all national jurisdictions.  The System's 
decision relating to the geographical scope and 
duration of such protection shall be final. 

 
 Sec. 5[6].Equity Interests. 
 
  5.1[6.1] In agreements with business entities relating to rights in 

intellectual property owned by the Board, the System may 
receive equity interests as partial or total compensation for 
the rights conveyed.  In any such instance, the component 
institution where the intellectual property was created 
may elect, at its option [and with the concurrence of the 
Chancellor], to share an equity interest, dividend income, 
or the proceeds of the sale of an equity interest with the 
creator(s) in the same manner as royalties are shared 
pursuant to Subdivision 4.25 [5.23].  The System may also  
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receive equity interests in a business entity as consideration 
for the component institution's role as a founder or 
cofounder of the business entity, and shall not be obligated 
to share such equity interests with the creator(s). 

 
  5.2[6.2] Employees [Consistent with Section 51.912, Texas 

Education Code, and subject to review and approval by the 
president of the component institution, the appropriate 
Executive Vice Chancellor, the Chancellor and the Board, 
employees] of the System who conceive, create, discover, 
invent or develop intellectual property may hold an equity 
interest in a business entity that has an agreement with the 
System relating to the research, development, licensing, or 
exploitation of that intellectual property only so long as the 
component institution where the intellectual property was 
developed is in full compliance with the requirements to 
have, implement, and enforce for that employee an effective 
conflict of interest management plan approved by the 
component institution's president as set forth in the 
"Procedure for Obtaining Approval of Plan to Manage 
Conflicts of Interest."  In any case where actual conflict of 
interest is found, the employee may be required to divest 
the equity interest of terminate affected research. 

 
 5.3[6.3] The System may negotiate, but shall not be obligated to 

negotiate, an equity interest on behalf of any employee as a 
part of an agreement between the System and a business 
entity relating to intellectual property conceived, created, 
discovered, invented, or developed by the employee and 
owned by the Board. 

 
 5.4[6.4] Except as provided in Subsection 5.1, dividend [Dividend] 

income and income from the sale or disposition of equity 
interests held by the Board pursuant to agreements relating 
to intellectual property shall belong to the System and shall 
be distributed in accordance with the provisions of 
Section 9 [10]. 

 
 5.5[6.5] Dividend income and income from the sale or disposition of 

an equity interest held by a System employee pursuant to 
an agreement between the System and a business entity 
relating to rights in intellectual property conceived, created, 
discovered, invented or developed by such employee shall 
belong to the employee. 
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 Sec. 6[7].Business Participation. 
 
 6.1[7.1] Any System employee who conceives, creates, discovers, 

invents or develops intellectual property may [shall not] 
serve as a member of the board of directors or other 
governing board or as an officer or an employee (other than 
as a consultant) of a business entity that has an agreement 
with the System relating to the research, development, 
licensing, or exploitation of that intellectual property only 
so long as the component institution where the intellectual 
property was developed is in full compliance with the 
requirements to have, implement, and enforce for that 
employee an effective conflict of interest management plan 
approved by the component institution's president as set 
forth in the "Procedure for Obtaining Approval of Plan to 
Manage Conflicts of Interest."  In any case where actual 
conflict of interest is found, the employee may be required 
to terminate the business relationship or the relevant 
research [without prior review and approval by the chief 
administrative officer of the component institution, the 
Chancellor and the Board]. 

 
 6.2[7.2] When requested and authorized by the Board, an employee 

may serve on behalf of the Board as a member of the board 
of directors or other governing board of a business entity 
that has an agreement with the System relating to the 
research, development, licensing or exploitation of 
intellectual property, but may not accept any consideration 
offered for service on such board. 

 
 Sec. 7[8].Reporting. 
 
 7.1[8.1] Any employee covered by Subsections 5.2, 6.1, or 6.2 [6.2, 

7.1, or 7.2] shall report in writing to the president [chief 
administrative officer] of the component institution, or to 
such other person as may be designated by the president 
[chief administrative officer], the name of any business 
entity in which the person has an interest or for which the 
person serves as a director, officer or employee and shall 
be responsible for submitting a revised written report upon 
any change in the interest or position held by such person in 
such business entity.  These reports shall be forwarded to 
the Vice Chancellor and General Counsel by October 1 of 
each year for filing with the Board as required by Texas  
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Education Code Section 51.912 and inclusion in the annual 
financial report sent to the State officials listed in Texas 
Education Code Section 51.005. 

 
 Sec. 8[9].Approval of and Execution of Legal Documents Relating to Rights in 

Intellectual Property. 
 
 8.1[9.1] Agreements that grant an interest in Board intellectual 

property may be executed and delivered in accordance with 
the provisions of the Regents’ Rules and Regulations, 
Part Two, Chapter XI, following any required review by the 
Office of General Counsel. 

 
 8.2[9.2] Any document altering substantially the basic intellectual 

property policy of the System as set out in the preceding 
Sections and other policies and guidelines that may be 
adopted by the Board [shall have the advance approval of 
the component president, the appropriate Executive Vice 
Chancellor, the Chancellor, and the Board as an agenda 
item.  Such an alteration in a sponsored research 
agreement shall not be considered substantial and the 
agreement] may be executed and delivered as set forth in 
Subsection 8.1 [Section 9.1] if, in the judgment of the 
component president [and with the concurrence of the 
appropriate Executive Vice Chancellor], the benefits from 
the level of funding for [the] proposed research and/or other 
consideration from a [the] sponsor, licensee, or other party 
outweigh any potential disadvantage that may result from 
the policy deviation.   

 
 8.3[9.3] The Chancellor, the appropriate Executive Vice Chancellor, 

or the Vice Chancellor and General Counsel [or the 
authorized representative of UTIMCO] 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; corporate documents related to the formation 
of new companies; and other documents approved pursuant 
to Subsections 8.1 [9.1] or 8.2 [9.2].  The component 
president or designee may execute, on behalf of the Board, 
institutional applications for registration or recordation of 
transfers of ownership and other such documents relating to 
copyrights. 
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 Sec. 9[10].Income from Intellectual Property. 
 
 9.1[10.1] The portion of the net income the System retains from 

royalties and any other intellectual property-related income 
shall be used by the component institutions where the 
income-producing creation originated for research and 
other purposes approved by the Board in accordance with 
standard budgetary policies.  At the option of a component 
institution, such income may be accumulated in an 
endowment fund with the income to be distributed to 
the component institution for such purposes as may be 
approved by the Board. 

 
 9.2[10.2] With the prior written approval of the president [chief 

administrative officer] of the component institution, 
payments [future royalties] payable to a faculty member 
pursuant to Subdivision 4.25 [5.23] may be assigned to 
the component institution by the faculty member and 
designated for use in research to be conducted by such 
faculty member. 

 
 Sec. 10[11].Implementation of Intellectual Property Policies [Policy].--The 

Office of General Counsel shall prepare and distribute to the 
component institutions such model agreements and recommended 
procedures as may be considered appropriate for the implementation 
of the provisions of intellectual property [this policy as well as other] 
policies and guidelines adopted by the Board.   

 
 Sec. 11[12].Construction of Documents.--Unless otherwise required by law 

or the Regents' Rules and Regulations, each intellectual property 
agreement approved hereunder shall be construed in accordance 
with the intellectual property policies and guidelines [Intellectual 
Property Policy] in existence as of its approval date. 

 
c. Amend the Regental Policies for (1) Intellectual Property License Agreements 

with Private Entities; (2) Negotiation, Review and Approval of Sponsored 
Research Projects With Nonprofit and For Profit Nongovernmental Entities; 
and (3) Management and Marketing of Intellectual Property and consolidate 
them into one policy entitled "Policies and Guidelines for License Agree-
ments, Sponsored Research, and Management and Marketing of Intellectual 
Property" as shown on Pages 28 - 33. 
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Policies and Guidelines for License Agreements, Sponsored Research, 
and Management and Marketing of Intellectual Property 

 
 A. Intellectual Property License Agreements with Private Entities 

 
 Policy Statement 
 

The Office of General Counsel shall develop a model license agreement for 
U. T. System intellectual property which agreement shall include, as a 
minimum, the guidelines set forth below.  The model agreement shall be 
submitted to all potential licensees for U. T. System intellectual property and 
individuals involved in negotiation of license agreements shall endeavor to 
use [achieve utilization of] the significant aspects of the model agreement for 
all licenses of intellectual property rights.  It is understandable that under 
certain circumstances, it will not be possible to include all aspects of the 
model agreement in the final draft of a license. 
 
No entity shall be granted the exclusive rights to the development and/or 
commercialization of all intellectual property created at a U. T. System 
component institution without approval of the U. T. Board of Regents.  
Otherwise, agreements should grant rights only on a specific project basis. 
 
The following guidelines apply [shall be applicable] to license agreements with 
private entities including those formed primarily for the purpose of developing 
and/or commercializing intellectual property created at a U. T. System 
component institution: 
 
Guidelines 
 
 a. If an entity is granted the exclusive rights with respect to a 

particular invention, product, process or other item of intellectual 
property, the agreement should provide that such rights will 
revert to the U. T. Board of Regents in the event the entity fails 
to diligently develop and commercialize the property within a 
specified period of time that is appropriate to the particular 
circumstances. 

 
 b. An entity that is granted exclusive rights to develop or 

commercialize intellectual property that is patentable should 
be required to reimburse the Board for all expenses incurred 
by the Board in obtaining a patent or, if a patent has not been 
obtained, should be required to prosecute and bear the expense 
of obtaining patent protection for the benefit of the Board and, in 
either event, the entity should be required to take all actions 
necessary, including litigation, to protect and preserve such 
patented rights from infringement. 
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 c. The U. T. System, the component institution, and the officers 
and employees of each should be protected and indemnified 
from all liability arising from the development, marketing, or use 
of the particular intellectual property. 

 
 d. Restrictions on use by the component institution for research 

and teaching purposes and the publication rights of researchers 
should be minimized. 

 
 e. The entity should be required to comply with all applicable 

federal, State [state], and local laws and regulations, particularly 
those concerning biological materials and necessary testing and 
approval by the Food and Drug Administration. 

 
 f. The entity should be required to maintain confidentiality with 

regard to any unpatented technology or know-how. 
 
 g. An entity that grants a license or sublicense to some other entity 

for property or technology that is in whole or in part derived from 
or based on that which is licensed to the entity by the Board, 
should be required to share with the U. T. System:  50% of any 
royalty received by the entity and 50% of any equity position to 
which the entity may be entitled. 

 
 h. License agreements should contain such other provisions as 

may be determined to be in the best interest of the U. T. System 
by the Office of General Counsel.  

 
 B. Negotiation, Review, and Approval of Sponsored Research 

Projects With Nonprofit and For Profit Nongovernmental Entities 
 

Guidelines 
 
U. T. System component institutions and individual faculty are encouraged to 
use their best efforts to obtain sponsored funding for research projects from 
governmental agencies as well as nonprofit and for profit nongovernmental 
entities.  Each component institution should establish an appropriate organi-
zational structure to solicit sponsors for research projects and to negotiate 
appropriate agreements with such sponsors with the assistance of the Office 
of General Counsel as provided below.  
 
While it is recognized that sponsored research agreements with governmental 
entities and some nonprofit entities are not normally subject to change 
through negotiation, the Office of General Counsel shall develop a model 
sponsored research agreement that the component institution shall submit to 
all other potential sponsors for research projects. 
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[Additionally, in its Handbook of Operating Procedures, each U. T. System 
component institution shall devise a system for early identification of 
proposed sponsored research projects that:  (a) have potential for significant 
research results that may be marketable; and (b) are being developed by 
sponsors who are unwilling to utilize the significant aspects of the model 
agreement.  Review currently conducted by the Office of the Chancellor and 
the Office of the U. T. System Controller with regard to the appropriateness of 
any financial obligations on the part of the U. T. System or its component 
institutions will be continued and, in addition, all sponsored research agree-
ments evolving from the early identification procedure shall be reviewed and 
approved by the Office of General Counsel prior to submission to the Board 
for approval in the institutional docket, if required.  In order to facilitate such 
review and approval, the Office of General Counsel should be consulted at an 
early stage with regard to the negotiation of the terms that deviate from the 
model agreement.  The Office of the Chancellor and the Office of General 
Counsel shall adopt procedures that ensure prompt review and response so 
that important research projects are not delayed by U. T. System 
Administration involvement.] 
 
It is particularly important that the following guidelines be adhered to if at all 
possible in sponsored research agreements with nonprofit and for profit 
nongovernmental entities:  
 
 a. The U. T. Board of Regents should own the rights to all 

patentable discoveries, unpatentable technology, technical 
know-how, and other intellectual property that results from the 
research project.  

 
 b. The sponsoring entity may have an option for either an 

exclusive or nonexclusive [non-exclusive] right to a license to 
develop and commercialize any intellectual property resulting 
from the project for a royalty in an amount to be negotiated.  

 
 c. In the event the sponsor exercises the option for a license, it 

should be required to reimburse the Board for all expenses 
incurred with respect to a patent that has been secured on any 
patentable discovery or, in the event a patent has not been 
obtained, the sponsor should be required to bear the expense of 
securing patent protection for the benefit of the Board. 

 
 d. The rights of researchers to publish scholarly work with respect 

to the research project should be restricted only to the extent 
necessary to protect the potential value of any discovery 
resulting from the research. 
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 e. The agreement should contain appropriate indemnification from 
the sponsor for all damage or liability that may result when a 
research project involves the use of materials, processes, or 
procedures that are furnished by or required by the sponsor to 
be used in such project and such damage or liability is not due 
to negligence of the persons performing the research. 

 
 f. License agreements that result from the exercise of options in 

the sponsored research contracts are subject to [do not require] 
approval as set forth in the intellectual property policies and 
guidelines and [of the Board through the docket unless the 
license is with a foreign entity or for over $500,000.  All licenses] 
should contain the provisions set forth in the model license 
agreement provided by the Office of General Counsel, pursuant 
to the policy statement and guidelines for agreements licensing 
U. T. System intellectual property [provisions for the reversion 
to the Board of all rights to the intellectual property if it is not 
developed and marketed in a timely manner]. 

 
 C.  Management and Marketing of Intellectual Property 
 

The U. T. Board of Regents finds that intellectual property and technology 
created at the component institutions are valuable assets with potential for 
commercialization for the benefit of the citizens of the State, State govern-
ment, the component institutions, and the U. T. System. 
 
Currently existing technology transfer offices shall constitute "Centers" as 
defined in Texas Education Code Section 153.001(1).  System Administration 
and any component institution that does not have a Center is authorized to 
create one. 
 
Such Centers may continue to perform the activities set forth in Texas 
Education Code Sections 153.004(1), (2), (3) and (4) and Section 153.006 in 
accordance with the intellectual property policy, these and other intellectual 
property guidelines, and all other relevant Board policies. 
 
Centers may also engage in activities set forth in Texas Education Code 
Sections 153.004(5), (6), (7), and (8) in accordance with the intellectual 
property policy, these and other intellectual property guidelines, and all other 
relevant Board policies, provided, however, that institutional ownership 
interests in such entities established and operated pursuant to 
Section 153.004(7) shall belong to the Board. 
 
Centers may institute and operate programs as described in Texas Education 
Code Section 153.005(a) in accordance with the criteria required to be 
established by component institutions and approved by the Board, as set  
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forth in Section 153.006, and in accordance with the intellectual property 
policy, these and other intellectual property guidelines, and all other relevant 
Board policies. 
 
Component institutions shall provide the information required by 
Section 153.008 and such other information as may be necessary or 
desirable to evaluate the success of technology commercialization 
throughout the U. T. System. 
 
As a part of its Handbook of Operating Procedures, each component institu-
tion of the U. T. System shall adopt procedures for identifying, evaluating, and 
marketing intellectual property and technology created at the component 
institution:  
 
 a. that are not already subject to an option or license pursuant to 

a sponsored research agreement; 
 
 b. that have not been committed to an entity, including those 

formed for the primary purpose of development and 
commercialization of intellectual property created at the 
component institution; or  

 
 c. the control of which has been regained by the U. T. System 

through reversion provisions contained in license agreements. 
 
The intellectual property management and marketing procedures that are to 
be included in institutional Handbooks of Operating Procedures shall make 
[contain provisions that recognize and provide the opportunity for the creator 
and other knowledgeable institutional personnel to play a major role in 
marketing while making] provision for appropriate involvement of the Office 
of General Counsel in the management and marketing of the assets of the 
Board. 
 
[In developing handbook procedures, consideration should be given to the 
utilization of the Center for Technology Development and Transfer at The 
University of Texas at Austin (established by Section 65.45, Texas Education 
Code) as a means of developing and marketing available intellectual property 
created at component institutions.  
 
The Office of General Counsel shall continue to assist in marketing efforts 
through its activities, such as submitting available intellectual property and 
technology to appropriate computer data listing services, and to publications 
that reach prospective licensees.  
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On a selective basis, the Office of General Counsel with the concurrence of 
the component institution, may utilize the services of intellectual property 
marketing agencies pursuant to contractual agreements that have been 
approved by the Board.] 

 
 
 

BACKGROUND INFORMATION 
 
 

Amendments to the Regents' Rules and Regulations, Part One, Chapter I, Section 9, 
regarding delegation to act on behalf of the Board, are necessary to implement 
certain recommendations of the Technology Transfer Commission. 
 

a. Subparagraph 9.222 would be revised so that licenses or other 
conveyances of intellectual property that have a value of more 
than $1,000,000 may be signed by the institutional president, 
provided that the license or other conveyance has the prior 
approval of the appropriate Executive Vice Chancellor. 

 
b. Subparagraph 9.291 would be revised to exclude from those 

contracts and agreements that must be approved by the Board 
via the docket or agenda sponsored research agreements and 
licenses or other conveyances of intellectual property prepared 
on an approved standard form or satisfying the requirements 
established by the Office of General Counsel. 

 
c. Subparagraph 9.292 would be deleted.  This Subparagraph 

currently requires contracts and agreements for sponsored 
research with a corporation or other entity organized and 
operating under the laws of a foreign state to be approved by 
the Board via the docket or the agenda.  The historical reason 
for this requirement was to assure compliance with State and 
federal reporting requirements.  Component institutions now 
handle the reporting of those matters, making a centralized 
report is unnecessary. 

 
Amendments to the Regents' Rules and Regulations, Part Two, Chapter XII, 
regarding intellectual property, are necessary to implement certain Technology 
Transfer Commission recommendations, and to conform the Rules to current 
practice.  Changes of note include the following: 
 
 a. Subsection 2.1 would be revised to clarify that the intellectual 

property policy applies to full and part-time faculty and staff and 
visiting faculty members and researchers. 
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 b. Subsection 2.5 would be amended to provide that the 
institutional president will decide in his or her sole discretion 
whether to develop and commercialize an invention. 

 
 c. Subsection 2.9 would be added to clarify institutional and 

faculty interests in data. 
 
 d. Subsection 3.3 would be deleted.  This Subsection addressed 

the role of The University of Texas Investment Management 
Company (UTIMCO) in assisting component institutions in 
business and financial matters relating to intellectual property.  
UTIMCO no longer provides such assistance. 

 
 e. Subdivision 4.25 would be revised to clarify that the expenses 

attributable to a particular licensing project would be recovered 
from revenue received before income is divided and shared 
with the creator. 

 
 f. Subsection 4.3 addresses the releases of inventions after the 

Board has already asserted its interest. 
 

Amendments to the three existing Regental Policies related to intellectual property 
would consolidate the Policies into one policy and implement the recommendations 
of the Technology Transfer Commission.  The primary revision is the addition of 
sections acknowledging the authority granted by Chapter 153 of the Texas 
Education Code.  This Chapter, added in the last legislative session, authorizes 
technology transfer centers to perform certain activities.  The proposed revisions to 
the Policies would permit the technology transfer offices to perform such activities, 
provided that the institution complies with all relevant policies and guidelines. 
 
Approval of the item will repeal the "Policy and Guidelines Relating to Intellectual 
Property License Agreements with Private Entities" approved by the Board in 
December 1985 and amended in December 1987 and August 1998; "Policy and 
Guidelines for the Negotiation, Review and Approval of Sponsored Research 
Projects with Nonprofit and For Profit Nongovernmental Entities" approved by the 
Board in December 1985 and amended in May 1999; and "Policy and Guidelines for 
Management and Marketing of Intellectual Property" approved by the Board in 
December 1985 and amended in May 1999. 
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5. U. T. System:  Recommended Approval of Contract Extensions for 

Fully-Insured Health Maintenance Organizations (HMOs) and Monthly 
Premiums for the Medical and Dental Plans to be Effective Septem-
ber 1, 2002 

 
 

 
RECOMMENDATION 

 
The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs that the U. T. Board of Regents approve the monthly premiums as 
shown in the following tables for the U. T. System self-funded medical and dental 
plans and the fully-insured health maintenance organizations (HMOs) and the dental 
plans to be effective September 1, 2002.  

 
 

Medical Plan Rates 
 

U. T. SYSTEM SELF-FUNDED MEDICAL PLAN MONTHLY PREMIUM RATES 
 
 

Coverage  
Level 

 BLUE CROSS AND BLUE SHIELD OF TEXAS 
UT SELECT PPO* PLAN 

FY 2002-2003 
Proposed Rates 

FY 2001-2002 
Current Rates 

Subscriber Only 
(Automatic 
Package)** 

 
$319.11 

 
$286.17 

Subscriber and  
Spouse 

 
$623.12 

 
$558.56 

Subscriber and  
Child(ren) 

 
$569.29 

 
$510.33 

Subscriber and 
Family 

 
$863.80 

 
$774.21 

*PPO is a Preferred Provider Organization.  
**The Automatic Package is the default plan for all eligible employees and retirees. 
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FULLY-INSURED HMO MONTHLY PREMIUM RATES 

 
 

Coverage 
Level 

HUMANA HMO      
AUSTIN 

FY 2002-2003  
Proposed Rates  

FY 2001-2002  
Current Rates      

 
Subscriber Only  

 
$265.01  

 
$239.25    

Subscriber and  
Spouse 

  
$517.09  

  
$466.59   

Subscriber and  
Child(ren) 

  
$472.45  

 
$426.33    

Subscriber and  
Family 

  
$716.65   

  
$646.58       

 
 
 

FULLY-INSURED HMO MONTHLY PREMIUM RATES 
 
 
 

Coverage 
Level 

HUMANA HMO      
 SAN ANTONIO  CORPUS CHRISTI 

FY 2002-2003 
Proposed  

Rates  

FY 2001-2002 
Current  
Rates  

FY 2002-2003 
Proposed 

Rates  

FY 2001-2002 
Current  
Rates  

Subscriber 
Only  

 
$253.22  

 
$228.61  

 
$254.95  

 
$232.49  

Subscriber 
and  
Spouse 

  
$493.98  

  
$445.73 

  
$497.36  

  
$453.36  

Subscriber 
and  
Child(ren) 

  
$451.34  

  
$407.28 

  
$454.43  

  
$414.25  

Subscriber 
and  
Family 

  
$684.58   

  
$617.63   

  
$689.27   

  
$628.21   
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FULLY-INSURED HMO MONTHLY PREMIUM RATES 

 
 

 
Coverage 

Level 

HUMANA HMO      
 HOUSTON  GALVESTON 

FY 2002-2003 
Proposed  

Rates  

FY 2001-2002 
Current  
Rates  

FY 2002-2003 
Proposed 

Rates  

FY 2001-2002  
Current  
Rates  

Subscriber 
Only  

 
$264.25  

 
$238.56  

 
$311.39  

 
$278.28  

Subscriber 
and  
Spouse 

  
$515.60 

  
$465.25  

  
$607.99  

  
$543.10  

Subscriber 
and  
Child(ren) 

  
$471.09  

  
$425.11  

  
$555.47  

  
$496.21  

Subscriber 
and  
Family 

  
$714.58   

  
$644.72   

  
$842.80   

  
$752.75   

 
 
 

FULLY-INSURED HMO MONTHLY PREMIUM RATES 
 

 
 

Coverage 
Level 

HMOBLUE TEXAS      
DALLAS  TYLER 

FY 2002-2003 
Proposed  

Rates  

FY 2001-2002 
Current  
Rates  

FY 2002-2003 
Proposed 

Rates  

FY 2001-2002 
Current  
Rates  

Subscriber 
Only  

 
$292.36  

 
$250.17  

 
$292.36  

 
$250.17  

Subscriber 
and  
Spouse 

  
$570.69  

  
$488.01  

  
$517.09  

  
$488.01  

Subscriber 
and  
Child(ren) 

  
$521.40  

  
$445.89  

  
$472.45  

  
$445.89  

Subscriber 
and  
Family 

  
$791.04   

  
$676.29   

  
$716.65   

  
$676.29   
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FULLY-INSURED HMO MONTHLY PREMIUM RATES 

 
 
 

Coverage 
Level 

HMOBLUE TEXAS      
EL PASO  MIDLAND/ODESSA 

FY 2002-2003 
Proposed  

Rates  

FY 2001-2002 
Current 
 Rates  

FY 2002-2003 
Proposed 

Rates  

FY 2001-2002 
Current  
Rates  

Subscriber 
Only  

 
$292.36  

 
$250.17  

 
$292.36  

 
$250.17  

Subscriber 
and  
Spouse 

  
$570.69  

  
$488.01  

  
$570.69  

  
$488.01  

Subscriber 
and  
Child(ren) 

  
$521.40  

  
$445.89  

  
$521.40  

  
$445.89  

Subscriber 
and  
Family 

  
$791.04   

  
$676.29   

  
$791.04   

  
$676.29   

 
 
 

Optional Coverage Rates 
 

DENTAL PLAN MONTHLY PREMIUM RATES 
 
 
 
 

Coverage 
Level 

U. T. SYSTEM/DELTA DENTAL 
SELF-FUNDED  

INDEMNITY PLAN  

FORTIS DENTAL* 
FULLY-INSURED 

DENTAL HMO 
FY 2002-2003 

Proposed  
Rates 

 FY 2001-2002 
Current  
Rates 

FY 2002-2003 
Proposed  

Rates 

FY 2001-2002 
Current  
Rates 

Subscriber 
Only 

 
$26.41  

 
$26.41  

 
$10.73 

 
$10.73 

Subscriber 
and  
Spouse 

  
$50.14 

 

  
$50.14 

 

 
$17.97 

 
$19.94 

Subscriber 
and 
Child(ren) 

  
$55.27 

  

  
$55.27 

  

 
$24.50 

 
$26.20 

Subscriber 
and  
Family 

  
$78.59 

 

  
$78.59 

 

 
$28.78 

 
$31.50 

*Formerly United Dental HMO. 
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BACKGROUND INFORMATION 
 
 
The 77th Texas Legislature appropriated 12.42% additional funding for premium 
sharing for FY 2003.  After extensive negotiations, the proposed medical rates 
reflect 12-17% increases over FY 2002 with no rate increase for the self-funded 
dental plan and slight decreases for the fully-insured dental HMO plan.  Overall 
employee and retiree out-of-pocket cost for FY 2003 for the medical plans will 
increase by approximately 12.42%.     
 
In recent years, U. T. System employees and retirees have indicated a strong 
desire for insurance vendor stability; therefore, the Office of Employee Group 
Insurance (EGI) was successful in obtaining contract renewals with Humana, Inc., 
and HMOBlue Texas for FY 2003.   
 
To achieve renewal rates as close to 12.42% as possible, slight modifications have 
been made to the HMO plan design and the UT Select PPO plan design.  The 
proposed monthly premium rates shown for the self-funded UT Select PPO plan and 
the self-funded Delta Dental plan were established based upon past and projected 
claims experience and were recommended by Rudd & Wisdom, Inc., a nationally 
recognized actuarial firm based in Austin, Texas.   
 
The premium rates for the fully-insured HMOs and Fortis Dental HMO (formerly 
United Dental HMO) were established by each organization.  The recommended 
premium rates include .5% for EGI operating expenses, $1.43 per employee per 
month for Basic Life Insurance, and $1.00 per employee per month for the Employee 
Assistance Programs offered by the U. T. System.  The current rates for the vision 
plan, life insurance, accidental death and dismemberment, and long term disability 
remain unchanged. 
 
In addition, after discussing options for increases to spousal coverage with CIGNA 
Life Insurance, an agreement was reached to continue to offer the $10,000 option 
plus allow spouse coverage to be increased to a total of $25,000 or $50,000 
beginning September 1, 2002.  The Fortis Dental HMO plan will have enhancements 
to the plan design and provider network. 
 
The proposed rates were not available for the April 2002 Board committee meetings 
and were not presented to the Finance and Planning Committee for discussion. 
 
 



 
 
 40 

 
6. U. T. System Administration and U. T. Austin:  Request for Approval to 

Amend Resolution Regarding the List of Individuals Authorized to Negotiate, 
Execute, and Administer Classified Government Contracts (Key Management 
Personnel) 

 
 
 

RECOMMENDATION 
 
 

The Chancellor recommends that the U. T. Board of Regents approve the amended 
resolution set out below updating the roster of administrative officials of the U. T. 
System authorized to negotiate, execute, and administer classified government 
contracts as shown in item a. and the list of named members of the U. T. Board of 
Regents as shown in item d.  
 
BE IT RESOLVED: 
 
a. That those persons occupying the following positions among the officers 

of The University of Texas System shall be known as Key Management 
Personnel as described in the Department of Defense National Industrial 
Security Program Operating Manual for safeguarding classified information: 

 
R. D. Burck, Chancellor, Chief Executive Officer, U. T. System 
Larry R. Faulkner, President, U. T. Austin  
Juan M. Sanchez, Vice President for Research, U. T. Austin  
Kevin P. Hegarty, Senior Vice President and Chief Financial Officer, 
  U. T. Austin 
Wayne K. Kuenstler, Director, Office of Sponsored Projects,  
  U. T. Austin; U. T. System a.k.a. U. T. Austin Security Supervisor 
Bobby C. McQuiston, Associate Director, Office of Sponsored  
  Projects, U. T. Austin 
 

b. That the said Key Management Personnel have been processed or will be 
processed for a personnel clearance for access to classified information, to 
the level of the facility clearance granted to the institution, as provided for in 
the aforementioned National Industrial Security Program Operating Manual, 
and all replacements for such positions will be similarly processed for security 
clearance 

 
c. That the said Key Management Personnel are hereby delegated all of the 

Board’s duties and responsibilities pertaining to the projection of classified 
contracts of the Department of Defense, or User Agencies of its Industrial 
Security Program, awarded to the institutions of The University of Texas 
System Administration or U. T. Austin 



 
 
 41 

d. That the following named members of the U. T. Board of Regents shall not 
require, shall not have, and can be effectively excluded from access to all 
classified information in the possession of The University of Texas System 
and do not occupy positions that would enable them to affect adversely the 
policies and practices of the institutions of The University of Texas System in 
the performance of classified contracts for the Department of Defense, or 
User Agencies of its Industrial Security Program, and need not be processed 
for a personnel clearance: 
 
Members of the U. T. Board of Regents: 

 
Charles Miller, Chairman 
Rita C. Clements, Vice-Chairman 
Woody L. Hunt, Vice-Chairman 
A. W. “Dub” Riter, Jr., Vice-Chairman 
Judith L. Craven, M.D. 
Robert A. Estrada 
Cyndi Taylor Krier 
Patrick C. Oxford 
A. R. (Tony) Sanchez, Jr. 

 
 
 

BACKGROUND INFORMATION 
 
 

The proposed resolution is needed to comply with the Department of Defense 
National Industrial Security Program Operating Manual requirements.  Other than 
to include changes to list Regent Robert A. Estrada as a member of the U. T. Board 
of Regents and include the new Senior Vice President and Chief Financial Officer 
at U. T. Austin, the proposed resolution is identical to the one adopted by the 
U. T. Board of Regents in August 2001.  The resolution is routine and, therefore, 
was not presented to a committee of the Board for review during April 2002 
committee meetings. 
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7. U. T. Pan American - Administrative Offices Renovation Project:  Request 

to Appropriate Funds and Authorize Expenditure; and Approval of Use of 
Revenue Financing System Parity Debt, Receipt of Parity Debt Certificate, 
and Finding of Fact with Regard to Financial Capacity 

 
 

 
RECOMMENDATION 

 
 
The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Executive Vice Chancellor for Academic Affairs, and President 
Nevárez that the U. T. Board of Regents appropriate funds and authorize expen-
diture totaling $5,037,000, with $2,262,000 in funding from Unexpended Plant 
Funds, $2,500,000 from Higher Education Funds, and $275,000 from Tuition 
Revenue Bond Proceeds for the Administrative Offices Renovation project at U. T. 
Pan American.  

 
The Chancellor also concurs in the recommendation of the Executive Vice 
Chancellor for Business Affairs 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 Febru-
ary 14, 1991, and amended on October 8, 1993 and August 14, 1997, and upon 
delivery of the Certificate of an Authorized Representative as set out on Page  44 , 
the U. T. Board of Regents resolves that: 
 

a. Parity Debt shall be issued to pay the project’s cost, 
including any project costs 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 Resolution to satisfy the 
Annual Debt Service Requirements of the Financing System, 
and to meet all financial obligations of the U. T. Board of 
Regents relating to the Financing System 

 
c. U. T. System Components, which are “Members” as such 

term is used in the Master Resolution, possess the financial 
capacity to satisfy their 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 aggregate 
amount of $275,000 
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d. This resolution satisfies the official intent requirements set 
forth in Section 1.150-2 of the Code of Federal Regulations. 

 
 
 

BACKGROUND INFORMATION 
 
 

The Administrative Offices Renovation project at U. T. Pan American is included in 
the FY 2002-2007 Capital Improvement Program and the FY 2002-2003 Capital 
Budget at a preliminary project cost of $5,037,000, with $2,262,000 in funding from 
Unexpended Plant Funds, $2,500,000 from Higher Education Funds, and $275,000 
from Tuition Revenue Bond Proceeds.  The Board approved institutional manage-
ment of the project at the August 2001 meeting. 
 
The 77th Session of the Texas Legislature authorized $29,950,000 of tuition revenue 
bonds to be issued for U. T. Pan American for education complex, library, and 
multipurpose center renovation and construction.  Accordingly, U. T. Pan American 
plans to utilize the $29,950,000 as follows:  $22,000,000 for the Education Complex 
Addition and Renovation (See Item  8  on Page 106); $3,325,000 for a Campus 
Entrance/Visitors Center (See Item  8  on Page  46 ); $2,800,000 for the Academic 
Annex Renovation (See Item  9  on Page 107); $275,000 for the Administrative 
Offices Renovation; and $1,550,000 for Campus Repair and Renovations (See 
Item  10  on Page 112). 
 
The debt service coverage for authorized Tuition Revenue Bond Proceeds is 
reflected on Page  45 .   
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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 
(the “Master Resolution”), adopted by the U. T. Board of Regents (“Board”) on 
February 14, 1991, and amended on October 8, 1993 and August 14, 1997, do 
hereby execute this certificate for the benefit of the Board pursuant to Section 5(a)(ii) 
of the Master Resolution in connection with the authorization by the Board to issue 
“Parity Debt” to finance the renovation cost of the Administrative Offices at U. T. Pan 
American, and do certify that to the best of my knowledge, the Board is in 
compliance with and not in default of any terms, provisions, and conditions in the 
Master Resolution, the First Supplemental Resolution Establishing the Revenue 
Financing System Commercial Paper Program (“First Supplemental”), the Second 
Supplemental Resolution, the Third Supplemental Resolution, the Fourth 
Supplemental Resolution, the Fifth Supplemental Resolution, the Sixth Supplemental 
Resolution, the Seventh Supplemental Resolution as amended, the Eighth 
Supplemental Resolution, the Ninth Supplemental Resolution as amended, and the 
Tenth Supplemental Resolution. 
 
 EXECUTED this 4th day of April, 2002 
 
  /s/ Philip Aldridge________________ 
  Assistant Vice Chancellor for Finance 
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8. U. T. Pan American – Campus Entrance/Visitors Center Project:  Request 

to Appropriate Funds and Authorize Expenditure; and Approval of Use of 
Revenue Financing System Parity Debt, Receipt of Parity Debt Certificate, 
and Finding of Fact with Regard to Financial Capacity 

 
 
 

RECOMMENDATION 
 
 
The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Executive Vice Chancellor for Academic Affairs, and President 
Nevárez that the U. T. Board of Regents appropriate funds and authorize expen-
diture totaling $3,325,000 from Tuition Revenue Bond Proceeds for the Campus 
Entrance/Visitors Center project at U. T. Pan American. 
 
The Chancellor also concurs in the recommendation of the Executive Vice 
Chancellor for Business Affairs 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 Febru-
ary 14, 1991, and amended on October 8, 1993 and August 14, 1997, and upon 
delivery of the Certificate of an Authorized Representative as set out on Page  47 , 
the U. T. Board of Regents resolves that: 
 

a. Parity Debt shall be issued to pay the project’s cost, 
including any project costs 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 Resolution to satisfy the 
Annual Debt Service Requirements of the Financing System, 
and to meet all financial obligations of the U. T. Board of 
Regents relating to the Financing System 

 
c. U. T. System Components, which are “Members” as such 

term is used in the Master Resolution, possess the financial 
capacity to satisfy their 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 aggregate 
amount of $3,325,000 

 
d. This resolution satisfies the official intent requirements set 

forth in Section 1.150-2 of the Code of Federal Regulations. 
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BACKGROUND INFORMATION 
 
 

The project is included in the FY 2002-2007 Capital Improvement Program and the 
FY 2002-2003 Capital Budget at a preliminary project cost of $3,325,000 funded 
from Tuition Revenue Bond Proceeds.  The Board approved institutional manage-
ment of the project at the May 2000 meeting. 
 
The 77th Session of the Texas Legislature authorized $29,950,000 of tuition revenue 
bonds to be issued for U. T. Pan American for education complex, library, and 
multipurpose center renovation and construction.  Accordingly, U. T. Pan American 
plans to utilize the $29,950,000 as follows:  $22,000,000 for the Education Complex 
Addition and Renovation (See Item  8  on Page 106); $3,325,000 for a Campus 
Entrance/Visitors Center; $2,800,000 for the Academic Annex Renovation (See Item 
 9  on Page 107); $275,000 for the Administrative Offices Renovation (See Item  7  
on Page  42 ); and $1,550,000 for Campus Repair and Renovations (See Item  10  
on Page 112). 
 
The debt service coverage for authorized Tuition Revenue Bond Proceeds is 
reflected on Page  48 .   
 
 

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 
(the “Master Resolution”), adopted by the U. T. Board of Regents (“Board”) on 
February 14, 1991, and amended on October 8, 1993 and August 14, 1997, do 
hereby execute this certificate for the benefit of the Board pursuant to Section 5(a)(ii) 
of the Master Resolution in connection with the authorization by the Board to issue 
“Parity Debt” to finance the construction cost of the Campus Entrance/Visitors 
Center at U. T. Pan American, and do certify that to the best of my knowledge, the 
Board is in compliance with and not in default of any terms, provisions, and 
conditions in the Master Resolution, the First Supplemental Resolution Establishing 
the Revenue Financing System Commercial Paper Program (“First Supplemental”), 
the Second Supplemental Resolution, the Third Supplemental Resolution, the Fourth 
Supplemental Resolution, the Fifth Supplemental Resolution, the Sixth Supplemental 
Resolution, the Seventh Supplemental Resolution as amended, the Eighth 
Supplemental Resolution, the Ninth Supplemental Resolution as amended, and the 
Tenth Supplemental Resolution. 
 
 EXECUTED this 4th day of April, 2002 
 
  /s/ Philip Aldridge________________ 
  Assistant Vice Chancellor for Finance 
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9. U. T. System:  Report on Investments for the Fiscal Quarter Ended 

February 28, 2002 
 
 
 

REPORT 
 
 

Pages 50 - 56 contain the Summary Reports on Investments for the fiscal quarter 
ended February 28, 2002. 
 
Item I on Pages 50 - 51 reports summary activity for the Permanent University 
Fund (PUF) investments.  The PUF’s net investment return for the quarter was 
0.32%.  The PUF’s net investment return for marketable securities for the quarter 
was 0.60% versus its composite benchmark return of negative 0.44%. 
 
Item II on Pages 52 - 54 reports summary activity for the General Endowment 
Fund (GEF).  The GEF’s net investment return for the quarter was 0.32%.  The 
GEF’s net investment return for marketable securities for the quarter was 0.67% 
versus its composite benchmark return of negative 0.44%. 
 
Item III on Page  55  reports summary activity for the Short Intermediate Term 
Fund (SITF).  Total net investment return on the SITF was 0.63% for the quarter 
versus the SITF’s performance benchmark of 0.77%.  
 
Item IV on Page  56  presents book and market value of cash, fixed income, equity, 
and other securities held in funds outside of internal investment pools.  Total cash 
and equivalents, consisting primarily of component operating funds held in the 
Dreyfus money market fund, increased by $312 million to $1.3 billion during the 
second quarter.  Market values for the remaining asset types were fixed income 
securities:  $110 million versus $113 million at previous quarter-end; equities:  
$160 million versus $165 million at previous quarter-end; and other investments 
of $1 million versus $2 million at previous quarter-end. 
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10. U. T. Board of Regents:  Proposed Reappointment of Member to the Board 

of Directors and Proposed Approval of Appointments to the Audit and Ethics 
Committee of The University of Texas Investment Management Com-
pany (UTIMCO) 

 
 
 

RECOMMENDATION 
 
 

The Board of Directors of The University of Texas Investment Management 
Company (UTIMCO) recommends that the following individual be reappointed to 
the UTIMCO Board of Directors to serve until the expiration of her term, or until her 
successor is chosen and qualifies, or until her earlier death, resignation, or removal: 
 

Ms. Susan M. Byrne, Dallas, Texas, for reappointment until the 
expiration of a term ending April 1, 2005. 

 
Further, the UTIMCO Board recommends that the U. T. Board of Regents 
approve the appointment of Ms. Susan M. Byrne, Mr. Woody L. Hunt (Chair), and 
Mr. R. H. (Steve) Stevens, Jr., to the Audit and Ethics Committee of the UTIMCO 
Board of Directors to serve until the expiration of their terms, or until their successors 
are chosen and qualify, or until their earlier deaths, resignations, or removal. 
 

 
 

BACKGROUND INFORMATION 
 
 

Section 66.08 of the Texas Education Code requires that the U. T. Board of Regents 
appoint all members of the Board of Directors of UTIMCO.  The proposed Board of 
Directors’ nominee, who represents a non-U. T. Regent director from the investment 
and business community, was approved by the UTIMCO Board of Directors on 
April 22, 2002. 
 
Ms. Susan M. Byrne has been a UTIMCO director since 1996.  She is the founder, 
President, and Chief Executive Officer of Westwood Management Corporation, a 
registered investment advisor, serving corporations, endowments, and foundations.  
The firm is also the investment advisor to The Westwood Funds, a family of 
open-ended mutual funds.  Ms. Byrne is a Board member of the City of Dallas 
Employees Retirement Fund.  She is a member of the Committee of 200, the 
International Women’s Forum, and both the New York and Dallas Chapters of 
the Society of Securities Analysts.  She also serves on the Boards of the Dallas  
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Women’s Foundation, the Dallas Theater Center, and The International Theatrical 
Arts Society.  Ms. Byrne has over 31 years of Wall Street, portfolio management, 
and plan sponsor experience.  
 
Section 66.08 of the Texas Education Code also requires that the U. T. Board of 
Regents approve the appointment of members of the Audit and Ethics Committee 
of the Board of Directors of UTIMCO.  On April 22, 2002, the UTIMCO Board of 
Directors adopted a resolution appointing Ms. Susan M. Byrne, Mr. Woody L. 
Hunt, and Mr. R. H. (Steve) Stevens, Jr., to the Audit and Ethics Committee of the 
UTIMCO Board of Directors and designated Woody L. Hunt as Chair of the Audit 
and Ethics Committee. 
 
 
 
INFORMATIONAL REPORT 
 
 
 
 U. T. System:  Discussion of the March 2002 Monthly Financial Report 

 
 
 

REPORT 
 
 

Mr. Kerry L. Kennedy, Executive Vice Chancellor for Business Affairs, will discuss 
the March 2002 Monthly Financial Report for the U. T. System. 

 
 


