
THE UNIVERSITY OF TEXAS SYSTEM
BOARD OF REGENTS’ MEETING

DECEMBER 6, 2012

CONVENE IN OPEN SESSION TO CONSIDER AGENDA ITEMS 10:30 a.m. Page

1. U. T. System Board of Regents: Approval of Consent Agenda 

a. Employment Agreement - U. T. System: Appointment 
of J. Michael Peppers as Chief Audit Executive and 
conforming changes to Regents’ Rules and Regulations, 
Rule 20401, regarding Audit and Compliance

b. Facilities Planning and Construction - U. T. San Antonio:
John Peace Library Building Renovations - to increase 
total project cost and appropriation of additional funds

10:31 a.m.
Action

3

7

2. U. T. System: Student Debt Reduction Task Force Report 10:33 a.m.
Report
Dr. Kelley

8

3. U. T. System Board of Regents: Designation of U. T. System 
Recognition Day 

10:53 a.m.
Action 9

4. U. T. System Board of Regents: Approval to amend The University 
of Texas Investment Management Company (UTIMCO) Code of 
Ethics

10:54 a.m.
Action 10

5. U. T. System: Discussion and appropriate action related 
to a plan for comprehensive educational and health opportunities 
in South Texas and appropriation of related funding including 
appropriation for medical education in South Texas

11:00 a.m.
Action
Chancellor Cigarroa

12

LUNCH 12:30 p.m.

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

1:00 p.m.

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

U. T. System Board of Regents: Discussion with Counsel on 
pending legal issues

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

a. U. T. System: Discussion and appropriate action regarding 
individual personnel matters relating to appointment, 
employment, evaluation, compensation, assignment, and 
duties of presidents (academic and health institutions), U. T. 
System Administration officers (Executive Vice Chancellors 
and Vice Chancellors), other officers reporting directly to the 
Board (Chancellor, General Counsel to the Board, and Chief 
Audit Executive), and U. T. System and institutional 
employees
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b. U. T. System: Discussion and appropriate action regarding 
individual personnel matters relating to performance 
incentive compensation goals for Presidents and U. T. 
System Executive Officers

3. Negotiated Contracts for Prospective Gifts or Donations -
Section 551.073

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

4. Deliberation Regarding Security Devices or Security Audits -
Section 551.076

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

RECONVENE IN OPEN SESSION TO CONSIDER ACTION, IF ANY, ON 
EXECUTIVE SESSION ITEMS 

2:55 p.m.

ADJOURN 3:00 p.m.
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1. U. T. System Board of Regents: Approval of Consent Agenda 
 
The Board will be asked to approve the Consent Agenda items set forth below: 
 
 
a. Employment Agreement - U. T. System: Appointment of J. Michael Peppers as Chief Audit 

Executive and conforming changes to Regents’ Rules and Regulations, Rule 20401, 
regarding Audit and Compliance 

 
• The employment agreement summarized below has been executed as approved 

by the Audit, Compliance, and Management Review Committee, and is 
recommended for approval by the U. T. System Board of Regents.    

 
 Item:  Chief Audit Executive 
 

Funds: $365,000 annually. This rate is subject to annual review.  
 

 Period: Beginning January 1, 2013 
 

Description: Agreement for employment of J. Michael Peppers as U. T. System 
Chief Audit Executive. The Chief Audit Executive reports to the Audit, 
Compliance, and Management Review Committee of the Board of 
Regents and the Chancellor and shall hold office subject to the 
pleasure of the Audit, Compliance, and Management Review 
Committee of the Board of Regents and the Chancellor.  

 
Additional elements of the employment package will be payment of 
reasonable costs for expenses related to moving household, 
personal, and professional possessions; the storage of those items 
as necessary; and the continued provision of temporary housing, if 
necessary, until May 31, 2013. 
 

• Additionally, the Chancellor and the General Counsel to the Board recommend a 
conforming change to the Regents’ Rules and Regulations, Rule 20401, regarding 
Audit and Compliance, as set forth below, to remove language concerning service 
without fixed term for the Chief Audit Executive. 

 
Sec. 1.1 Chief Audit Executive.  . . . 
 

(a) The Chief Audit Executive shall be appointed by the Audit, 
Compliance, and Management Review Committee after 
nomination by the Chancellor. The Chief Audit Executive shall 
hold office without fixed term, subject to the pleasure of the 
Audit, Compliance, and Management Review Committee and 
the Chancellor. The Chancellor's actions regarding the Chief 
Audit Executive are subject to review and approval by the 
Audit, Compliance, and Management Review Committee. 

. . . . 
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b. Facilities Planning and Construction - U. T. San Antonio: John Peace Library Building 
Renovations - to increase total project cost and appropriation of additional funds 

 
 Item: Amendment of the FY 2013-2018 Capital Improvement 

Program (CIP) to increase total project cost and appropriation 
of additional funds for the John Peace Library Building 
Renovations project 

 
 Funds: Amend the FY 2013-2018 CIP to increase the total project cost 

from $7,300,000 to $9,300,000; and appropriate and authorize 
expenditure of additional funding of $2,000,000 from Designated 
Funds 

 
Source of Funds: Designated Funds (from Student Fees) 

  
 Period: The project was added to the CIP on August 12, 2010, and 

substantial completion is scheduled by August 1, 2013 
  
 Description: The scope of Phase Three has increased to include new 

furniture and technology purchases. These additions, coupled 
with rising construction costs, result in an increase in the total 
project cost.  
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2. U. T. System: Student Debt Reduction Task Force Report

REPORT

Executive Vice Chancellor Kelley will report on the findings and recommendations of the 
Student Debt Reduction Task Force, using the report titled College “Credit”: Reducing 
Unmanageable Student Debt and Maximizing Return on Education. 

The Task Force was formed in response to the Action Plan for the Framework for Advancing 
Excellence throughout The University of Texas System to research strategic issues that would 
increase undergraduate student access and success by reducing the financial impact of student 
debt on students and families.

Task Force members

Scott Kelley, Ed.D. (Austin, Texas) 
Philip Aldridge, M.B.A. (Austin, Texas) 
Natalie Butler (Austin, Texas) 
Samantha Dallefeld, M.D. (Austin, Texas) 
John Frederick, Ph.D. (San Antonio, Texas) 
Willis Hulings, M.B.A. (Weston, Massachusetts) 
Leon Leach, M.B.A., Ph.D. (Houston, Texas)
Budge Mabry, B.B.A. (Austin, Texas) 
Rod Mabry, Ph.D. (Tyler, Texas) 
Tom Melecki, Ph.D. (Austin, Texas) 
James M. Montoya, M.A. (New York City, New York) 
Elaine Rivera, M.B.A. (Edinburg, Texas) 
Sandra Woodley, M.B.A., D.B.A. (Austin, Texas) 
Paul Wozniak, M.B.A. (Park City, Utah) 
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3. U. T. System Board of Regents: Designation of U. T. System Recognition Day

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for Business 
Affairs that the U. T. System Board of Regents designate the second Friday in November as an 
annual U. T. System Recognition Day as recommended by the U. T. System Employee Advisory 
Council (EAC).

BACKGROUND INFORMATION

One of the recommendations made by the EAC to the Board on November 15, 2012, was to 
designate the second Friday in November as an annual U. T. System Recognition Day to show 
a spirit of loyalty and pride for the U. T. System and the U. T. System institutions. The selection 
of a day in November was premised on the first meeting of the Board of Regents, which 
occurred on November 15, 1881. 

The EAC further requested that this day not be conjoined with institution-specific employee 
recognition activities and that each institution determine how it will promote and celebrate this 
day.
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4. U. T. System Board of Regents: Approval to amend The University of Texas 
Investment Management Company (UTIMCO) Code of Ethics 

RECOMMENDATION

The Chancellor, the Executive Vice Chancellor for Business Affairs, and the Vice Chancellor 
and General Counsel concur in the recommendation of the Board of Directors of The University 
of Texas Investment Management Company (UTIMCO) that the U. T. System Board of Regents 
approve an amendment to the UTIMCO Code of Ethics as set forth below.

Subchapter C. PROHIBITED TRANSACTIONS AND INTERESTS

Sec. 3.01. Prohibitions Related to UTIMCO. (a) Except as provided in Sections 3.04 and 
3.05, UTIMCO or a UTIMCO entity may not enter into an agreement or transaction with: 

(1) a Director or Employee acting in other than an official capacity on behalf of 
UTIMCO;

(2) a Director entity, Employee entity, or other business entity in which a Director or 
Employee has, or is in the process of acquiring, a pecuniary interest; or

(3) an investment fund or account managed by a Director, Director entity, Employee, 
or Employee entity as a fiduciary or agent for compensation, other than funds for 
which the Board of Regents has investment responsibility and for which UTIMCO 
has been appointed as investment manager.

(b) UTIMCO or a UTIMCO entity may not enter into an agreement or transaction with a 
former Director or Employee, an investment fund or other entity controlled by a former Director 
or Employee, or a business entity in which a former Director or Employee has a pecuniary 
interest, on or before the first anniversary of the date the person ceased to be a Director or 
Employee.

(c) The prohibitions provided by this section apply to the spouse, minor children, or other 
dependent Relatives of a current or former Director or Employee.

(d) Notwithstanding the prohibitions provided by this section, the CEO, with the approval of 
the Chairman of the Policy Committee, may waive the application of this section with respect to 
an agreement or transaction with a business entity in which the spouse, minor child, or other 
dependent Relative of an Employee has a pecuniary interest as a result of Section 1.02(12)(C) 
of this Code so long as such spouse, minor child, or other dependent Relative is not in a 
management or executive officer position and does not have control of the operating or financial 
decisions of the business entity.

BACKGROUND INFORMATION

Texas Education Code Section 66.08 requires that the U. T. System Board of Regents approve 
the UTIMCO Code of Ethics (Code) and any changes thereto. The Code was last amended on 
August 12, 2010. The proposed change is based on the joint efforts of the UTIMCO staff, 
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Andrews Kurth LLP (UTIMCO outside counsel), and U. T. System staff. The U. T. System Vice 
Chancellor and General Counsel finds that the changes are consistent with Texas Education 
Code Section 66.08. The amendment to the Code was approved at the November 9, 2012, 
meeting of the UTIMCO Board.

The proposed addition of Subchapter C, Section 3.01(d) would permit the CEO of UTIMCO, with 
the approval of the Chairman of the Policy Committee, to waive the application of Section 3.01 
with respect to an agreement or transaction with a business entity in which the spouse, minor 
child, or other dependent Relative of an Employee received more than 5% of his or her income 
from the entity in the prior year (i.e., a pecuniary interest as defined in Section 1.02(12)(C) of the 
Code) when the individual is not in a management or executive officer position and does not 
have control of the operating or financial decisions of the business entity.
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5. U. T. System: Discussion and appropriate action related to a plan for 
comprehensive educational and health opportunities in South Texas and 
appropriation of related funding including appropriation for medical education
in South Texas

DISCUSSION AND RECOMMENDATION

Chancellor Cigarroa plans to lead a discussion and recommend appropriate action related to the 
development of plans to expand comprehensive educational and health opportunities in South 
Texas, and appropriation of related funding including appropriation for medical education in 
South Texas.
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