


August 23-24, 2017 Meeting of the U. T. System Board of Regents - Meeting of the Board

AGENDA
FOR MEETING OF

BOARD OF REGENTS

August 23-24, 2017
Austin, Texas

Wednesday, August 23, 2017

COMMITTEE MEETINGS

CONVENE THE BOARD IN OPEN SESSION TO RECESS TO EXECUTIVE
SESSION PURSUANT TO TEXAS GOVERNMENT CODE, CHAPTER 551
(Working lunch at noon)

1.

3.

Individual Personnel Matters Relating to Officers or Employees —
Section 551.074

a.

U. T. Health Science Center - San Antonio: Periodic
comprehensive performance review of institutional president
(Regents' Rules and Regulations, Rule 20201, Section 5,
regarding Evaluation of Presidents)

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 (Deputy Chancellor, Executive
Vice Chancellors, and Vice Chancellors), other officers
reporting directly to the Board (Chancellor, General Counsel to
the Board, and Chief Audit Executive), members of the Board of
Regents, and U. T. System and institutional employees

U. T. System: Discussion regarding individual personnel
matters related to possible creation of a nonprofit corporation
for the management of University Lands

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

a.

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

U. T. System: Discussion regarding legal issues concerning
possible creation of a nonprofit corporation for the
management of University Lands

Negotiated Contracts for Prospective Gifts or Donations —
Section 551.073

a.

U. T. System Academic Institutions: Discussion and
appropriate action regarding proposed negotiated gifts with
potential naming features
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b. U.T. System Health Institutions: Discussion and appropriate
action regarding proposed negotiated gifts with potential
naming features

RECONVENE THE BOARD IN OPEN SESSION TO RECESS TO
COMMITTEE MEETINGS

COMMITTEE MEETINGS

RECONVENE THE BOARD IN OPEN SESSION TO CONSIDER AGENDA
ITEMS

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

2. U.T. System Board of Regents: Recognition of academic and
health institution recipients of the 2017 Regents' Outstanding

Teaching Awards

RECESS
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Board Meeting

2:00 p.m.

2:00 - 4:00 p.m.

4:00 p.m.

4:02 p.m.
Report/Discussion
Chair Jonathan
Cheng, M.D., U. T.
Southwestern Medical
Center

4:45 p.m.
Report/Presentation
Chairman Foster

5:00 p.m.
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Thursday, August 24, 2017

RECONVENE THE BOARD IN OPEN SESSION TO CONSIDER AGENDA
ITEMS

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

Appreciation to Former U. T. Permian Basin President W. David
Watts and Comments

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

U. T. System Board of Regents: Update from Texas Higher
Education Coordinating Board Chair Robert “Bobby” Jenkins, Jr.
and Commissioner Paredes on the long-range strategic plan for

Texas higher education

U. T. System Board of Regents: Discussion and appropriate action
regarding proposed replacement for Regents' Rules and

Regulations, Rule 70301 (Matters relating to Real Property)

U. T. System Board of Regents: Discussion and appropriate action
regarding proposed amendment of Regents' Rules and
Regulations, Rule 80103 (Solicitation) to permit advertising by
bicycle share programs

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

regarding proposed rescission of Regents’ Rules and Regulations,
Rules 10801, Section 3 concerning U. T. Systemwide Policy

UTS139; 40902 concerning cooperative use of courses and
facilities; 50301 concerning off-campus student housing; 50303
concerning students’ responsibilities for debts, transferring
Section 2 regarding penalties for nonpayment to 50101 regarding
student conduct and discipline; 50305 concerning the role of an

institutional Students’ Attorney; 50801 concerning student learning
outcomes assessments; and 80308 concerning building plaques

STANDING COMMITTEE RECOMMENDATIONS AND REPORTS TO THE
BOARD

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

1.

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

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

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

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

action regarding legal issues concerning decision in Fisher v.
State of Texas, University of Texas at Austin, et al.
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8:35a.m.
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8:45 a.m.
Action
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Action

9:20 a.m.
Action
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3.

C.
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U. T. System Board of Regents: Discussion and appropriate
action regarding legal issues concerning pending legal claims
by and against U. T. System

U. T. System: Discussion of legal issues related to management
of a national laboratory

U. T. Health Science Center - Tyler: Discussion and appropriate
action regarding legal issues related to East Texas
opportunities

Individual Personnel Matters Relating to Officers or Employees —
Section 551.074

a.

U. T. Southwestern Medical Center: Discussion and
appropriate action regarding proposed compensation for
Robert D. B. Jaquiss, M.D., Professor of Pediatric
Cardiovascular and Thoracic Surgery and Professor of
Pediatrics (Regents’ Rules and Regulations, Rule 20204,
regarding compensation for highly compensated employees)

U. T. Health Science Center - Houston: Discussion and
appropriate action regarding proposed compensation for
Jorge D. Salazar, M.D., Professor and Division Chief,
Department of Pediatric Surgery, Division of Pediatric
Cardiovascular Surgery (Regents’ Rules and Regulations,
Rule 20204, regarding compensation for highly compensated
employees)

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 (Deputy Chancellor, Executive
Vice Chancellors, and Vice Chancellors), other officers
reporting directly to the Board (Chancellor, General Counsel to
the Board, and Chief Audit Executive), members of the Board of
Regents, and U. T. System and institutional employees, and
related personnel aspects of the operating budget for Fiscal
Year 2018

U. T. System: Discussion and appropriate action concerning
individual personnel matters relating to appointment,
employment, evaluation, compensation, assignment, and
duties of U. T. System and institutional employees including
employees covered by Regents’ Rules and Regulations,
Rule 20204, regarding compensation for highly compensated
employees, and Rule 20203, regarding compensation for key
executives

U. T. System: Discussion and appropriate action regarding
individual personnel matters relating to compensation
including achievement of goals for incentive compensation for
Presidents
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RECONVENE IN OPEN SESSION TO CONSIDER ACTION, IF ANY, ON
EXECUTIVE SESSION ITEMS AND TO CONSIDER AGENDA ITEMS

9. U.T. System: Discussion and appropriate action regarding issues
related to development of a potential bid for management of Los

Alamos National Laboratory

10. U. T. System: Approval of the nonpersonnel aspects of the

operating budgets for Fiscal Year 2018, including the Permanent
University Fund Bond Proceeds allocation for Library, Equipment,
Repair and Rehabilitation Projects, allocation for the Science and
Technology Acquisition, and support for capital expenses for the
U. T. Rio Grande Valley Medical School; Available University Fund

allocation for campus support; and Internal Lending Program
funding for strategic projects

11. U. T. System: Discussion and appropriate actions regarding
proposed creation of the Proof-of-Concept Fund

12. U. T. System: Discussion and appropriate action related to
proposed contract with Digerati, Inc. for a job and internship
matching network, and finding that expenditure of AUF for this
purpose is appropriate

13. U. T. System: Discussion and appropriate action regarding
personnel aspects of the U. T. System Administration operating
budget for Fiscal Year 2018

ADJOURN
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1. U. T. System: Annual Meeting with Officers of the U. T. System Faculty Advisory
Council

REPORT
The U. T. System Faculty Advisory Council will meet with the Board to discuss accomplishments
of the Council and plans for the future. The Council's PowerPoint presentation is set forth on the
following pages.
Council members scheduled to attend are:

Chair: Jonathan Cheng, M.D., U. T. Southwestern Medical Center, Plastic Surgery

Academic Affairs and Faculty Quality Committee: Elena Izquierdo, Ph.D., U. T. El Paso,
Teacher Education

Governance Committee and Chair-elect: Dan Cavanagh, M.M., U. T. Arlington, Music
Health Affairs Committee: Suman Challa, B.D.S., M.S., U. T. Health Science Center - San

Antonio, Comprehensive Dentistry

BACKGROUND INFORMATION

The University of Texas System Faculty Advisory Council was established in 1989 to provide a
forum for communicating ideas and information between faculty, the Board of Regents, and the
Executive Officers of U. T. System. Council guidelines require that recommendations have a
multi-institutional focus and that the Council explore individual campus issues with institutional
administrators prior to any consideration.

The Faculty Advisory Council consists of two faculty representatives from each U. T. System

institution and meets quarterly. The Standing Committees of the Council are: Academic Affairs
and Faculty Quality, Governance, and Health Affairs.
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The University of Texas System
Faculty Advisory Council

Jonathan Cheng, M.D.
Chair

U. T. System Board of Regents’ Meeting
August 2017
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U. T. System Faculty Advisory Council (UTSFAC)

*  Elected faculty leaders from each campus, representing 20K+ faculty

+  Designated by Regents’ Rule 30401

“...To facilitate the flow of ideas and information between and among the Board
of Regents, the System Administration, and the institutions of the System.”

*  Ourcharge:
— Identify issues of concern to the faculty, Board of Regents, or well-being of
the U. T. System;
— Respond to issues at the request of the Board of Regents, Chancellor,
U. T. System Administration, and/or UTSFAC membership;

—  Conduct fact-finding, background exploration, exposition, analysis, and
deliberation on issues and develop recommendations and/or action plans
for review by the UTSFAC; and

— Disseminate information to the UTSFAC, Board of Regents, and faculty and
administrators of U. T. System institutions.
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THE UMIVERSITY of TEXAS SYSTEM

WwwW.UTSYSTEM.EDU
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Faculty Advisory Council Structure

Elected faculty leaders from each U. T. System institution
— Campus senate presidents, past presidents
— 16 academic representatives, 12 health representatives

Officers

— Jonathan Cheng, M.D., Chair
— Catherine Ross, Ph.D., Past Chair
— Dan Cavanagh, M.M., Chair-Elect
— Emily Bonner, Ph.D., Secretary
« Standing committees
— Governance
— Academic Affairs and Faculty Quality
— Health Affairs

FAC Liaison - Associate Vice Chancellor Anthony Cucolo

pIeog oy} Jo Bunea - sjuabay Jo preog WalSAS *L "N 8y} Jo BunesN 210z ‘v2-£2 1snbny
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Governance

Hosted FAC leadership training with Associate Vice Chancellor Anthony Cucolo
Sent representative to national conference on faculty governance

Led key writing groups on UTS 125 intellectual property task force with Dr. Patricia Hurn and
Dr. Beth Lynn Maxwell

Participated in institutional conflict of interest working group
—  With Mr. Jason King, Associate Compliance Officer and Ethics Counsel
— Resulted in UTS 189 policy

Embraced Chancellor’s Philosophy of Shared Governance
— Disseminated to campus elected faculty governance organizations
— Began shared governance campus visits with AVC Cucolo
* March 2017 — U. T. Health Science Center — Houston
* April 2017 - U. T. Tyler, U. T. Dallas
* May 2017 — U. T. San Antonio, U. T. Arlington, U. T. Rio Grande Valley

: THE UMIVERSITY of TEXAS SYSTEM

WwwW.UTSYSTEM.EDU
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a Academic Affairs and Faculty Quality

« Participated in U. T. System dual credit study led by Dr. David Troutman

Worked on U. T. System faculty workload task force with Dr. Steven Leslie and
Dr. Kevin Lemoine

« Engaged with Dr. Rebecca Karoff on Student Success Quantum Leap
— Attended 2016 Student Success Summit
— Joined affinity groups

« Helped to perform self-study of online teaching at each campus with Ms. Meredith
Goode and Dr. Steven Leslie

« Began work on nontenure track faculty issues

.........

2z THE UNIVERSITY of TEXAS SYSTEM

WwwW.UTSYSTEM.EDU
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Guided by Dr. Raymond Greenberg and Dr. Stephanie
Huie

Co-chairing together with Dr. Ann Killary

Planned initiative with steering committee
—  Administration representative from each health campus
—  FAC health affairs committee leaders

Reviewed existing research literature
—  Warren L. Holleman, Ph.D., UTMDACC
— Identify national best practices
— Foster an evidence-based approach

Retained consultant experts
—  Christina Maslach, Ph.D., UC Berkeley
—  Dr. Tait Shanafelt, M.D., Stanford Medicine

THE UNIVERSITY of TEXAS SYSTEM

WwwW.UTSYSTEM.EDU

¥ Health Affairs — Physician Burnout Initiative
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Texas System Launches Ambitious Study on
Physician Burnout

Could result i o national model for obihar hospitals
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¥ Health Affairs — Physician Burnout Initiative

Planning national symposium to convene national thought
leaders and develop solutions

—  September 25-26, 2017, UTMDACC

—  Supported by all health campus presidents

—  Post-symposium U. T.-oriented think tank

— Publicizing to scientific publications, medical organizations

Initiated health campus wellness focus groups for
exploratory qualitative study — Dr. David Troutman and
Ms. Aimee Hendrix

—  Guide prioritization of solutions for U. T. System physician
wellness think tank

—  Serve as substrate for U. T.-specific burnout assessment
instrument

Sent envoys to:

— National Academy of Medicine (NAM) Action Collaborative on
Clinician Well-Being and Resilience

—  American Association of Medical Colleges — Group on Faculty
Affairs (AAMC-GFA)

........

THE UNIVERSITY of TEXAS SYSTEM
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The Road Ahead...

Work for the coming year

THE UNIVERSITY of TEXAS SYSTEM

WwwW.UTSYSTEM.EDU
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This Year’s Initiatives

Governance

Complete shared governance campus visits by October 2017
Prepare report and recommendations for Chancellor McRaven

Academic Affairs and Faculty Quality

Continue ongoing work with Dr. Rebecca Karoff and Student Success Quantum Leap
Promote faculty service in campus environments

Develop recommendations for nontenure track faculty

Engage in Texas Prospect Initiative Quantum Leap

Health Affairs

Convene physician burnout national symposium

Develop solutions in U. T.-oriented post-symposium think tank

Vet proposed solutions with affinity group of distinguished mid-career and senior academic
clinicians

Provide Chancellor with recommendations on organizational solutions for physician burnout

EXAS SYSTEM

WwwW.UTSYSTEM.EDU
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2. U. T. System Board of Regents: Recognition of academic and health institution
recipients of the 2017 Regents' Outstanding Teaching Awards

PRESENTATION

Chairman Foster will recognize the 2017 recipients of the Regents' Outstanding Teaching
Awards, as listed on the website at https://www.utsystem.edu/rota.

The faculty members presenting at the meeting are:

e Ann Branan Horak, Ph.D., Associate Professor/Director of Religious Studies Program,
College of Liberal Arts, U. T. El Paso; and

e Brian L. Mealey, D.D.S., M.S., Professor and Graduate Program Director, Department of
Periodontics, School of Dentistry, U. T. Health Science Center - San Antonio

BACKGROUND INFORMATION

The Board of Regents of the U. T. System places the highest priority on undergraduate teaching
at U. T. System universities and encourages teaching excellence by recognizing those faculty
who deliver the highest quality of undergraduate instruction, demonstrate their commitment to
teaching, and have a history and promising future of sustained excellence with undergraduate
teaching in the classroom, in the laboratory, in the field, or online.

On August 14, 2008, the Board established the Regents' Outstanding Teaching Awards
(ROTA), which are a symbol of the importance the Board places on the provision of teaching
and learning of the highest order, in recognition of those who serve students in an exemplary
manner and as an incentive for others who aspire to such service. These teaching awards
complement existing ways in which faculty excellence is recognized and incentivized.

The Board allocated $1 million per year for the awards for U. T. Austin and another $1 million
per year for the remaining academic institutions. On August 25, 2011, the Board expanded the
program to the faculty at the six health institutions and allocated $1 million per year for the
awards. The allocations have been approved through Fiscal Year 2017.

Program details for the awards were approved by the Board on November 13, 2008, and
modified to include one-time payments of $25,000 each to the individual faculty members.

Among the academic institutions, awards are made according to faculty level, with no more than
30 awards for tenured faculty, tenure-track faculty, and contingent faculty (including adjuncts,
lecturers, and instructional assistants). Across the health institutions, no more than 30 awards
are made annually.
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3. U. T. System Board of Regents: Presentation of Certificate of Appreciation to
Former U. T. Permian Basin President W. David Watts and Comments
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4. U. T. System Board of Regents: Approval of Consent Agenda items and
consideration of any items referred to the full Board

RECOMMENDATION

The Board will be asked to approve the Consent Agenda items and will discuss any items
referred for consideration by the full Board.
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5. U. T. System Board of Regents: Update from Texas Higher Education Coordinating
Board Chair Robert “Bobby” Jenkins, Jr. and Commissioner Paredes on the long-
range strategic plan for Texas higher education

REPORT
Texas Higher Education Coordinating Board Chair Robert “Bobby” Jenkins, Jr. and

Commissioner Paredes will provide an update on the long-range strategic plan for Texas
higher education.
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6. U. T. System Board of Regents: Discussion and appropriate action regarding
proposed replacement for Regents' Rules and Requlations, Rule 70301 (Matters
Relating to Real Property)

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor, the Executive Vice
Chancellor for Business Affairs, the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Health Affairs, and the Vice Chancellor and General Counsel that
Regents' Rules and Regulations, Rule 70301 (Matters Relating to Real Property) be completely
revised as set forth on the following pages.

BACKGROUND INFORMATION

Under current Regents’ Rules, with the exception of The University of Texas/Texas A&M
Investment Management Company (UTIMCO) investments, Permanent University Fund (PUF)
lands, institutional space leases, and land used for institutional purposes, the Board of Regents
delegates the management of real property under its ownership or control to the U. T. System
Real Estate Office.

The primary purposes of the revisions are (i) to consolidate in one Rule those provisions of
current Regents’ Rules 10501 (Delegation to Act on Behalf of the Board) and 70301 and other
policies governing real estate contracts; (ii) to grant greater authority to the institutions with
regard to leasing and licensing; and (iii) to eliminate the required review and approval of certain
smaller real estate lease transactions by the Real Estate Office. The revised Rule:

. Retains the requirements of Board approval for all transactions over a threshold, and for
acquisitions of real property for institutional purposes located outside of a Campus
Master Plan approved by the Board.

. Retains the separate authority of the University Lands Office over mineral interests and
the PUF and of the Office of Development and Gift Planning Services over gifts and
trusts.

. Memorializes the change from the current $1 million threshold for Board approval of real

estate contracts applicable to all institutions to individual thresholds that match each
institution’s dollar threshold authority for goods and services contracts. That change was
previously approved by the Vice Chancellor and General Counsel, after consultation with
the General Counsel to the Board of Regents, as authorized in Regents' Rule 10501,
Section 2.2.16 (Increase in Board Approval Threshold).

. Retains the existing structure for the delegation of signature authority to institution
Presidents and System officers, and also broadens the signature authority of the
institutions to generally enter into leases and licenses and other agreements where the
institution is the user with a term not exceeding 10 years (with no or minimized Real
Estate Office review unless Board authorization is required, but retained Office of
General Counsel legal review).
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. Retains and clarifies System Real Estate Office review and signature by the Executive
Director of Real Estate of all long-term agreements and contracts pertaining to the
purchase/sale of real property, ground leases, and build-to-suit leases. Related policy
provides for the delegation by the Executive Director of Real Estate to officers at the
institutions of licenses and leases with a term of 10 years or less of Board-owned
property managed by the institutions.

. More clearly details the requirement under the Regents' Rules concerning the delegation
of signature authority to various institution and System officers.

. Clarifies that Rule 70301 concerning real estate contracts prevails over any more general
provisions in the Regents’ Rules.

. Formalizes the role of the Real Estate Office as the central repository for copies of all real
estate contracts.

In connection with this proposed replacement of Regents' Rule 70301, the U. T. System real
estate policies will be revised (i) to consolidate the policies into one policy, (ii) to implement the
authorized delegations, and (iii) to change review procedures for smaller short-term contracts by
the Real Estate Office and the Office of General Counsel.

This agenda item was reviewed by the U. T. System institutional presidents and representatives

of the Student Advisory Council, the Faculty Advisory Council, and the Employee Advisory
Council.
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The University of Texas System

Rules and Requlations of the Board of Regents Rule: 70301
1. Title

Matters Relating to Interests in Real Property

Sec. 1

Sec. 2

Sec. 3

Sec. 4

Rule and Regulation

Authority. Texas Education Code Section 65.39 provides that
“The board of regents of The University of Texas System has
the sole and exclusive management and control of the lands set
aside and appropriated to, or acquired by, The University of
Texas System.” Texas Education Code Section 65.34 further
provides that a contract must be approved by the Board or
entered into in accordance with rules of the Board.

Scope. This Rule governs all Real Estate Contracts, which
include Real Estate Sales Contracts, Real Estate Leases, and
Easements (as defined below). This Rule does not cover the
transfer or acquisition of rights pertaining to the ownership
and/or development of mineral interests (such as oil and gas
leases, oil and gas transportation pipeline easements, and the
transfer of royalty interests) under the administration of the
University Lands Office.

To the extent of any conflict between the provisions of this Rule
and other provisions of the Regents’ Rules and Regulations,
this Rule shall control with respect to Real Estate Contracts,
and Regents’ Rules 60101 and 60103 shall control with respect
to the acceptance and administration of gifts of real property.

Title to Real Property Interests. Title to all interests in real
property of every kind or nature owned, leased, or otherwise
held for the use or benefit of the U. T. System orany U. T.
institution shall be held in the name of the “Board of Regents
of The University of Texas System.”

Delegation of Authority - Real Property Management.

4.1 Office of General Counsel. The negotiation and execution
of Real Estate Contracts shall be done in accordance with
all guidelines promulgated by the Office of General
Counsel.

4.2 Real Estate Office. The Board delegates to the U. T.
System’s Real Estate Office authority to collect and

Page 1 of 10
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The University of Texas System
Rules and Requlations of the Board of Regents Rule: 70301

4.3

account for all rents, mortgages, and other charges relating
to real property managed or supervised by the Real Estate
Office. All interests in real property owned, leased or
otherwise held by the Board shall be administered and
managed by the Real Estate Office, except the following:

(i) Permanent University Fund (PUF) Lands, which shall
be administered and managed by the University
Lands Office;

(ii) real properties used for Institutional Purposes, which
shall be administered and managed by the applicable
institution, subject to the requirements of this Rule and
U. T. Systemwide Policies. For purposes of this Rule,
“Institutional Purposes" shall mean the duties,
responsibilities, missions, and purposes of U. T.
System and U. T. institutions authorized under the
Texas Education Code, but shall not include uses
principally intended to generate funds for the U. T.
institution; and

(iii) real property investments managed by UTIMCO.

Executive Director of Real Estate. The Board delegates to
the Executive Director of Real Estate the authority to
negotiate, execute, and deliver on behalf of the Board Real
Estate Contracts and other associated documents or
agreements pertaining to or regarding the transfer,
acceptance, or acquisition of interests in real property
owned, leased, or controlled (or to be owned, leased, or
controlled) by the Board, including real property, subject to
limitations in this Rule.

Except as expressly provided otherwise in this Rule, the
authority granted in this Section to the Executive Director of
Real Estate includes the authority to

(i) negotiate, execute, and deliver all instruments
necessary and convenient relating to (a) the
management, control, purchase, sale, transfer,
acquisition, or disposition of any real property or
interests in real property owned, leased or controlled by
the Board (including, without limitation, joint, several
and undivided interests in the fee title to real property
and the acquisition or sale of mineral interests not
administered by the University Lands Office);
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Sec. 5

(b) easements, licenses, access rights, or permits with
any length of term and for monetary or nonmonetary
consideration; or (c) instruments relating to financing for
such real properties, such as estoppel certificates
requested by a third-party landlord or lender; and

(if) negotiate, execute, and deliver documents and
agreements commonly and reasonably undertaken in
connection with the purchase, sale, lease, transfer, or
other acquisition or disposition of real property, such as,
without limitation, the engagement of brokers, building
and environmental inspectors, appraisers, and attorneys
to assist with a particular transaction, provided that the
engagement of such services shall be done in
accordance with the other provisions of the Regents’
Rules and U. T. Systemwide Policies.

4.4 Other Requirements.

441 The Real Estate Office shall consult with the
institutional chief business officer or delegate
prior to approving and executing any Real
Estate Contract or associated instrument
relating to real property used or to be used by
a U. T. institution for Institutional Purposes.

442 The authority granted by this Rule to negotiate,
execute, and deliver binding contracts and
other associated agreements or instruments
related to the acquisition of real property for
Institutional Purposes applies only (i) if the real
property is within a Campus Master Plan
approved by the Board or (ii) the matter is an
Easement or other similar agreement
necessary to implement institutional projects or
to serve real property owned or controlled by
the Board.

Delegation of Authority - PUF Lands. The Board delegates to
the Executive Vice Chancellor for Business Affairs the authority
to:

(i) execute and deliver on behalf of the Board contracts
pertaining to or conveying interests in PUF Lands and in
mineral interests in other lands owned or controlled by the
Board; and
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Sec. 6

(ii)

to take any action on behalf of the Board as may be
necessary or desirable with regard to the management and
administration of oil and gas leases and other instruments
issued by the Board for Lease of University Lands regarding
PUF Lands, including without limitation, promulgating forms
and requiring submission of documents, records, or reports
to verify gross production and disposition and market value
of the production.

This authority includes all instruments necessary and
convenient relating to the management, acquisition, and
disposition of PUF Lands, including mineral interests, and
of mineral interests in other lands owned or controlled by
the Board, and licenses and surface rights for activities on
PUF Lands.

Delegation of Authority - Real Estate Leases. The Board
delegates to each President of a U. T. institution the authority to
sign Real Estate Leases and renewals and amendments for the
purpose of leasing as tenant or licensing as licensee space for
Institutional Purposes; provided that:

(i)

the maximum initial term for each such agreement is 10
years or less, and at the end of 10 years or later there is no
penalty or fee for ending the agreement; any extension or
renewal term must be 10 years or less and must be under
the control of the Board (i.e., the Board has the right to
elect or not to elect to extend or renew the then existing
term under the agreement), and there is no penalty or fee
for ending the agreement at the expiration of the 10-year
term or later;

the agreement contains no options to purchase the
property in question;

the agreement does not require or involve the construction
or substantial completion of a new building or the
substantial replacement or reconstruction of an existing
building;

the President consults with the chief business officer of the
institution prior to approving and executing any Real Estate
Lease;
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Sec. 7

Sec. 8

(v) the Real Estate Lease complies with applicable law,
Regents’ Rules, and U. T. Systemwide Policies; and

(vi) if approval by the Real Estate Office, the Office of General
Counsel or the Board is required under this Rule, the
President may not sign a Real Estate Lease until the
Real Estate Office or the Office of General Counsel has
notified the U. T. institution either that (a) the contract
has been approved by the appropriate U. T. office or
the Board, as applicable; or (b) the contract may be
executed subject to compliance with Section 8.2 below.

Delegation of Authority - Gifts of Land. The Board delegates
to the Office of Development and Gift Planning Services the
administration of real property received by the Board through a
bequest, an interest in an account held in trust, a gift to
establish or modify an endowment (other than the PUF), a
fund functioning as an endowment, or a life income or annuity
fund. The Office of Development and Gift Planning Services
shall promptly notify the Real Estate Office and the University
Lands Office of gifts of surface and mineral estates in real
property received, processed, and administered pursuant to
this Section, to be managed by either the Real Estate Office or
University Lands Office. This Section shall not apply to current
purpose gifts of surface and mineral estates in real property
(other than gifts received through a bequest or a trust) or
additions to an existing endowment, a fund functioning as an
endowment, or a life income or annuity fund if the addition
does not change or modify the purpose of the endowment or
fund.

The Real Estate Office and the University Lands Office shall, in
accordance with applicable Regents’ Rules, accept and
administer the receipt of all gifts of surface and mineral

estates in real property that are not processed and administered
in accordance with the preceding paragraph, unless the
property is used as campus property by the institution. Once the
property is owned or controlled by the Board, the institution shall
administer and manage such real property as is used for
Institutional Purposes.

Authority Levels. The Authority Levels for Real Estate Contracts
for each U. T. institution are established by Regents’ Rule 10501
and U. T. Systemwide Policy UTS145, Processing of Contracts.
Contracts in excess of Authority Levels shall be subject to the
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8.1 A U.T. institution officer or employee must obtain (i) prior
review and approval of the System Real Estate Contract
by the Real Estate Office and the Office of General
Counsel, and (ii) authorization from the Board to exceed
the Authority Level of the institution.

8.2 If the Real Estate Office and the Office of General Counsel
have previously reviewed and approved a Real Estate
Contract having a total cost or monetary value in excess of
the U. T. institution’s Authority Level, a U. T. officer
authorized under this Rule to sign the type of contract in
question is authorized, prior to obtaining Board approval, to
execute the Real Estate Contract if the Real Estate Contract
(i) is promptly submitted for Board approval, and (ii) contains
a provision, approved by the Office of General Counsel, to
the effect that such portion of the obligations of the
institution under the contract that are in excess of the
institution’s Authority Level are not binding unless and until
the contract is approved by the Board.

Real Estate Leases negotiated or documented by the Texas
Facilities Commission on behalf of a U. T. institution in excess of
the institution’s Authority Level must be approved by the Board.

Sec. 9 Contract Terms and Valuations

9.1 Total Cost or Monetary Value. The Total Cost or Monetary
Value of a Real Estate Contract and examples are found in
Definitions, below.

9.2 Extensions and Renewals. All potential extensions or
renewals provided for in a Real Estate Contract (whether
automatic or requiring action by a party) shall be deemed
exercised for purposes of calculating the total cost or
monetary value of the contract.

9.3 Amendments.

9.3.1 For the purpose of calculating the total cost or
monetary value of a Real Estate Contract, the total
cost or monetary value of any amendment or
modification to the Real Estate Contract shall be
calculated on a cumulative basis with the total cost
or monetary value actually incurred, received, or
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payable under the Real Estate Contract (or
reasonably estimated as permitted in this Rule)
prior to such amendment or modification.

9.3.2 Amendments to a Real Estate Contract do not
require approval by the Board unless

(i) for a Real Estate Contract not previously
approved by the Board, the amendment
increases the cumulative total cost or monetary
value of the Real Estate Contract (as amended
by any prior amendments) above the Authority
Level of the institution;

(ii) for a Real Estate Contract previously approved
by the Board, any amendments thereto
cumulatively increase the total cost or monetary
value of the contract previously approved by the
Board to an amount greater than 125% of the
total cost or monetary value approved by the
Board, unless such cumulative increases in the
total cost or monetary value are less than the
Authority Level of the institution (in which case
Board approval is not required); or

(iii) Board approval is otherwise required by these
Rules because of the particular provisions of the
amendment.

9.4 Contracts for the Same Property. Any new Real Estate
Contract pertaining to substantially the same real property
that was the subject of a prior Real Estate Contract
between the same parties or their successors in interest
shall be treated as an extension, renewal, or modification
of the prior Real Estate Contract for purposes of this
calculation, except in such instances where the real
property in question had been totally vacated by the
occupant of the real property under the prior Real Estate
Contract for a period of three consecutive months or more
following the expiration or termination of the prior Real
Estate Contract.

9.5 Assurance of Authority. No officer or employee of U. T.
System or any U. T. institution, as an individual or as a
member of any association or agency, has the power to bind
U. T. System or any U. T. institution by a Real Estate
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Sec. 10

Sec. 11

Contract unless the review and execution thereof is done in
accordance with this Rule. The officer or employee executing
any Real Estate Contract shall be responsible for assuring
that he or she has the requisite authority to act on behalf of
the Board and that such authority is being exercised in
compliance with applicable law, the Regents’ Rules, and

U. T. Systemwide Policies. Such officer or employee is
strongly encouraged to contact the Executive Director of Real
Estate or the Vice Chancellor and General Counsel with any
questions regarding the nature and scope of the officer’s or
employee’s authority.

9.6 Certification. Documents executed on behalf of the Board
pursuant to authority granted under the Regents’ Rules
shall not require further certification or attestation.

Record Keeping. The Board designates the Real Estate Office
as the central repository for all Real Estate Contracts. Promptly
following the execution of a Real Estate Contractbya U. T.
institution, the institution shall deliver to the Real Estate Office a
full, complete, and accurate electronic copy of the contract,
regardless of whether such contract required the review and
approval of the Real Estate Office and/or the Office of General
Counsel. The Real Estate Office shall promulgate policies and
processes for the maintenance of such Real Estate Contracts
as part of the permanent records of its office, consistent with
and subject to U. T. System’s general record retention policies,
but in no event shall a Real Estate Contract be maintained for a
period of less than four years following the expiration or sooner
termination of the Real Estate Contract.

Consultation with Real Estate Office. Upon the request of a

U. T. institution, the Real Estate Office will consult with, advise,
and assist the institution concerning a Real Estate Contract,
regardless of the length of term, total cost, or monetary value of
the contract.

Definitions

Real Estate Sales Contracts - A contract for the purchase, sale, exchange,
transfer, or acquisition of any fee interests in real property by U. T. System
and U. T. institutions.

Real Estate Leases - A contract for the lease, sublease, license, or use of
real property by U. T. System and/or U. T. institutions, whether as
landlord, tenant, sublandlord, subtenant, licensee, licensor, or otherwise.
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Easements - The grant or acquisition by U. T. System and/or U. T.
institutions of the right to cross or use real property for a specific purpose
that is not terminable at the will of the grantor.

Real Estate Contracts - Real Estate Sales Contracts, Real Estate Leases,
and Easements are collectively referred to in this Rule as “Real Estate
Contracts.” The term includes (i) all amendments and modifications of the
foregoing, and (ii) ancillary agreements to such contracts, such as (by way
of example only) estoppel certificates and nondisturbance agreements for
leases.

Total Cost or Monetary Value — For a Real Estate Contract, it is the net
cumulative sum of all costs and expenses to be paid or all monies to be
received by a U. T. institution over the term of the Real Estate Contract.

« For example, if a U. T. institution leased real property as tenant
for a total rental of $950,000 and were contractually obligated to
build or reimburse landlord for improvements to the premises
costing an additional $100,000 above the rental, the contract
would have a total cost or monetary value of $1,050,000 to U. T
institution; however, if the landlord were obligated to pay for the
improvements and received no additional monies from the U. T.
institution other than the rental, the total cost or monetary value
to the U. T. institution would be $950,000.

» Total cost or monetary value includes, without limitation,
expenditures for real estate brokerage commissions, expenditures
to build or pay for improvements to real property not included within
the rental for the real property, and reasonably anticipated
operating expenses (however denominated) in excess of the base
rental payable by a tenant to the landlord over the term of a Real
Estate Lease.

= Total cost or monetary value also includes (i) all operational
expenses payable by the institution directly to persons not parties
to the Real Estate Contract, such as utility charges or janitorial
costs to a third-party service provider, and (ii) items such as ad
valorem taxes that are paid directly by the institution to the
governmental taxing authority.

- If all or part of the consideration payable under a Real Estate
Contract is of an unspecified monetary value, the institution shall
make a reasoned determination of whether the total cost or
monetary value of the contract, in the light of the current and
reasonably anticipated circumstances, is more or less than the
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institution’s Authority Level and shall use such determination for the
purposes of this Rule. The officer or employee of the institution
making such determination shall prepare a written statement
outlining the basis of such determination and such determination
shall be preserved as part of the record of the transaction.

« Nonmonetary consideration (for example, the receipt of services or
benefits that further an Institutional Purpose) shall be considered at
its fair market value for purposes of calculating the total cost or
monetary value of a Real Estate Contract. If any material part of the
fair market value compensation paid or received by a U. T.
institution under a Real Estate Contract is nonmonetary
consideration, (i) the contract must be reviewed and approved by
the Real Estate Office, and (ii) the Executive Director, with the help
of the institution, shall determine the value of such nonmonetary
compensation. If the consideration received under a Real Estate
Contract is below fair market value, or if the consideration paid is
above fair market value, the Board shall make the final
determination as to the value and adequacy of the consideration
paid or received by the institution.
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7. U. T. System Board of Regents: Discussion and appropriate action regarding
proposed amendment of Regents’ Rules and Requlations, Rule 80103 (Solicitation)
to permit advertising by bicycle share programs

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor, the Executive Vice
Chancellor for Academic Affairs, the Executive Vice Chancellor for Health Affairs, the Executive
Vice Chancellor for Business Affairs, and the Vice Chancellor and General Counsel that
Regents' Rules and Regulations, Rule 80103 (Solicitation) be amended as set forth below in
congressional style:

Sec. 2 Exceptions to Prohibition. The following activities shall not be deemed solicitations
prohibited by this Rule when conducted in accordance with the approved rules and
regulations of the U. T. System or any of the institutions. Such activities must be
conducted in a manner that does not disturb or interfere with the academic programs
or administrative activities of the U. T. System or any of the institutions or any program
or activity that is conducted by or is authorized by the U. T. System or any of the
institutions; does not interfere with entry to or exit from a building, structure, or facility;
does not interfere with the flow of pedestrians or vehicular traffic on sidewalks or
streets or at places of ingress and egress to and from property, buildings, or facilities;
does not harass, or intimidate the person or persons being solicited; and does not
violate applicable state, federal, or local laws or regulations:

2.26 Bicycle Share Programs. Subiject to the institutions' reasonable and
nondiscriminatory rules concerning time, place, and manner of posting,
advertising displayed on bicycles and on and around kiosks participating in
bicycle share programs approved by the institution.

BACKGROUND INFORMATION

Regents' Rule 80103 prohibits the distribution or display of printed material, merchandise, or
products designed to encourage the purchase, use, or rental of any property, product,
merchandise, publication, or service.

A bicycle share program provides individuals with bicycles for short-term rent used between
unattended stations strategically located throughout an urban area traditionally beset with traffic
congestion and parking shortage. Bicycle share systems can provide a convenient and
inexpensive mode of transportation by allowing sponsors to advertise their logos on bicycles. In
response to requests from U. T. M. D. Anderson Cancer Center and U. T. Health Science
Center - Houston, this revision to Regents' Rule 80103 will allow a bicycle share program on

U. T. System property, streets, or sidewalks. The bicycle share program would promote the
spirit of collaboration between U. T. M. D. Anderson Cancer Center and U. T. Health Science
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Center - Houston and the Texas Medical Center (TMC), the City of Houston, and their
institutions while improving the experience of students, employees, patients, and other visitors
to the TMC corridor in Houston, Texas.

The proposed amendment would authorize bicycles provided by a bicycle share program on
U. T. System owned or controlled property, streets, or sidewalks to display advertisements.

This agenda item was reviewed by the U. T. System institutional presidents and representatives

of the Student Advisory Council, the Faculty Advisory Council, and the Employee Advisory
Council.
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8. U. T. System Board of Regents: Discussion and appropriate action regarding
proposed rescission of Regents’ Rules and Requlations, Rules 10801, Section 3
concerning U. T. Systemwide Policy UTS139; 40902 concerning cooperative use of
courses and facilities; 50301 concerning off-campus student housing; 50303
concerning students’ responsibilities for debts, transferring Section 2 regarding
penalties for nonpayment to 50101 regarding student conduct and discipline;
50305 concerning the role of an institutional Students’ Attorney; 50801 concerning
student learning outcomes assessments; and 80308 concerning building plaques

RECOMMENDATION

The Chancellor, the Deputy Chancellor, the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Health Affairs, the Executive Vice Chancellor for Business Affairs,
and the Vice Chancellor and General Counsel concur in the recommendation of the General
Counsel to the Board that the Regents’ Rules and Regulations be revised as follows:

1. Revise Rule 10801 (Policy on Transparency, Accountability, and Access to Information:
Compliance with the Texas Public Information Act) to delete Section 3 concerning
required Board approval of changes to U. T. Systemwide Policy UTS139 on the handling
of public information requests;

2. Rescind Rule 40902 (Guidelines for Cooperative Use of Courses and Facilities with
Texas A&M University);

3. Rescind Rule 50301 (Off-Campus Student Housing);

4, Rescind Rule 50303 (Debts of Students), transferring Section 2 regarding penalties for
nonpayment to Rule 50101 (Student Conduct and Discipline);

5. Rescind Rule 50305 (Employment of a Students’ Attorney);
6. Rescind Rule 50801 (Student Learning Outcomes Assessment); and

7. Rescind 80308 (Inscriptions on Building Plaques).

BACKGROUND INFORMATION

The Regents’ Rules are continuously reviewed by the Board of Regents’ Office and others
within U. T. System Administration and at the U. T. institutions in an effort to identify revisions
needed as the result of changes in underlying legal requirements as well as changes that will
effect the most efficient oversight of the U. T. System without undue administrative burden. The
Rules identified are not required by law and, while useful at other points in institutional history,
have been identified as no longer relevant to the Board’s governance of the U. T. System.

Section 3 of Rule 10801 sets forth the Board’s well-understood expectation of compliance with
state law and involves an unusual requirement concerning Board involvement in U. T.
Systemwide Policy UTS139, which details the requirements for compliance with the Texas
Public Information Act by System Administration and all U. T. institutions. Deletion of this
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provision will give the Chancellor latitude to amend the policy as needed, consistent with state
law, and to maintain a more appropriate balance between the requirements of Systemwide
Policies and Regents’ Rules.

Rule 40902, regarding the guidelines for cooperative use of courses and facilities for graduate
education at the U. T. System and The Texas A&M University System, is better handled with
individualized agreements between the two participating institutions, when needed, rather than
through a governing board rule.

Rule 50301, regarding off-campus housing, contains restrictive language identified as an
unnecessary inclusion in Board policy.

Rule 50303, Section 1, regarding student debt, restates well-understood expectations regarding
the responsibilities of individual students and student organizations in their commercial
transactions. Section 2 outlines penalties for nonpayment that will be moved in full to Rule
50101, regarding student conduct and discipline.

Rule 50305, regarding the limitations on the role of an attorney hired to serve as a Students’
Attorney, is identified as unneeded as a governing board rule.

Rule 50801 was added in 2015 at the request of the Board to assure attention to the
assessment of student learning outcomes. The Rule duplicates requirements of the Texas
Higher Education Coordinating Board regarding core curriculum learning assessment and
general requirements of the Southern Association of Colleges and Schools (SACS) for
assessment of learning outcomes. All U. T. institutions are actively engaged in assessment, and
both external entities perform periodic, substantive reviews of institutional assessment plans.
This deletion was requested by the Office of Academic Affairs.

Rule 80308, regarding the appropriate inscriptions on building plaques within the U. T. System,
has become a routine part of building practice and is identified as no longer necessary.

This agenda item was reviewed by the U. T. System institutional presidents and representatives

of the Student Advisory Council, the Faculty Advisory Council, and the Employee Advisory
Council.
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9. U. T. System: Discussion and appropriate action regarding issues related to
development of a potential bid for management of Los Alamos National Laboratory

Deputy Chancellor Daniel will lead a discussion of issues related to the development of a

potential bid by the U. T. System for the management of the Los Alamos National Laboratory in
New Mexico.

Agenda Book - 38



August 23-24, 2017 Meeting of the U. T. System Board of Regents - Meeting of the Board

10. U.T. System: Approval of the nonpersonnel aspects of the operating budgets for
Fiscal Year 2018, including Permanent University Fund Bond Proceeds allocations
for Library, Equipment, Repair and Rehabilitation Projects, for the Science and
Technology Acquisition and Retention Program, and for capital expenses for the
U. T. Rio Grande Valley School of Medicine; Available University Fund allocation
for campus support; and Internal Lending Program allocations for strateqgic

projects

RECOMMENDATION

The Chancellor, with the concurrence of the Deputy Chancellor, the Executive Vice Chancellor
for Academic Affairs, the Executive Vice Chancellor for Business Affairs, the Executive Vice
Chancellor for Health Affairs, and the presidents of the U. T. System institutions, recommends
that the nonpersonnel aspects of the U. T. System Operating Budgets for Fiscal Year 2018,
including Educational and General Funds, Auxiliary Enterprises, Grants and Contracts,
Designated Funds, Restricted Current Funds, and Medical, Dental, Nursing, and Allied Health
Faculty Services, Research and Development Plans, be approved.

It is further recommended that the Chancellor be authorized to make editorial corrections to the
approved budget and that subsequent adjustments be reported to the U. T. System Board of
Regents through the Consent Agenda subject to the requirements of the Budget Rules and
Procedures. Chancellor McRaven will present the following recommended items:

o Fiscal Year 2018 Operating Budget
o Fiscal Year 2018 Library, Equipment, Repair and Rehabilitation (LERR) Budget

« Fiscal Year 2018 Faculty Science and Technology Acquisition and Retention (STARSs)
program

e Allocation in support of the U. T. Rio Grande Valley School of Medicine

« Allocation for information technology upgrades and implementation including PeopleSoft
at U. T. Rio Grande Valley

e Funding for strategic projects

It is requested that Permanent University Fund (PUF) Bond Proceeds in the amount of
$35 million be appropriated directly to the institutions to fund LERR Projects for Fiscal
Year 2018.

It is also requested that $20 million of PUF Bond Proceeds be appropriated to provide additional
funding to build and enhance research infrastructure to attract and retain the best qualified
faculty through the Faculty STARs program. Through a competitive proposal process
determined by U. T. System Administration, funds will be distributed for the purpose of recruiting
or retaining top researchers.

Agenda Book - 39



August 23-24, 2017 Meeting of the U. T. System Board of Regents - Meeting of the Board

In addition, it is requested that an allocation of $20 million of PUF Bond Proceeds be authorized
to fund eligible capital expenses associated with the start-up of the U. T. Rio Grande Valley
School of Medicine. On December 6, 2012, the Board approved $100 million of unspecified
resources to be used to fund start-up costs for the School of Medicine. Of the $100 million
commitment, the Board has previously approved $30 million of PUF and is being asked to
approve an additional $20 million at this time leaving $50 million for future allocation.

Additional funding totaling $10.3 of Available University Funds (AUF) is requested to fund years
two and three to upgrade and implement the UTShare Human Resource and Financial
Enterprise System (PeopleSoft), to upgrade and implement the Student Information System,
and to provide basic campus and implementation support to bring U. T. Rio Grande Valley into
the cohort currently using PeopleSoft. The first year of funding was approved by the Board on
April 10, 2017. With the approval of this request, a total of $13.6 million will have been allocated
for the implementation upgrade. As part of that approval, the Board made a finding of fact that
expenditure of AUF for the proposed purpose is appropriate.

A separate agenda item requested approval of an agreement with Digerati, Inc. to develop a
job matching network that will benefit all academic institutions (see Item 12 on Page 47). Total
cost of this initiative is $700,000 of which $500,000 is included in the recommended FY 2018
Operating Budget for U. T. System Administration as a Student Success Quantum Leap with the
other $200,000 from balances that will remain from the FY 2017 budget. Background
information was included with the agenda item including a finding of fact to be made by the
Board that expenditure of AUF for the proposed purpose is appropriate.

It is also requested that the Board approve $7.35 million of funding from the Internal Lending
Program (ILP) for the following strategic projects. All funding requests from the ILP require
Board approval.

1. Proof-of-Concept Fund: $5 million for the creation and execution of the U. T. System
Proof-of-Concept Fund designed to accelerate applied research and commercialization of
U. T. System-based research activities by developing and commercializing innovative
technologies from the lab to the marketplace in the form of life-changing and life-saving
solutions. The Fund will provide monetary support to bridge the existing funding gap for
faculty and researchers (See Agenda Item 11 on Page 42).

2. Texas Turnaround Partnerships: $1.5 million ($500,000 per year for three years) to
support the five U. T. academic institutions participating in the Texas Education Agency
College of Education Turnaround Partnerships initiative. Chancellor McRaven agreed to
identify funding for institutions that elected to participate. The goals of this initiative are to
build greater turnaround capacity in U. T. Colleges of Education and to help turn around
some of the state's lowest-performing public schools.

3. National Security Network: $500,000 to extend the reach and impact of the U. T.
System National Security Network (NSN). On November 10, 2016, the Board of Regents
appropriated $10,000,000 of AUF in support of the NSN Quantum Leap. As the National
Security effort has progressed, it has become evident that several institutions have
considerable capability to support the effort. Legal restrictions do not permit use of AUF
to support operating expenses at institutions other than U. T. Austin. To extend the reach
and impact of the NSN Quantum Leap, $500,000 of ILP Funds, which may be used by all
U. T. institutions for operating expenses, was approved on February 9, 2017 by the
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Board. An additional $500,000 of ILP funding is requested to be used to support work at
U. T. institutions and to integrate those efforts with work at U. T. Austin. Collectively,
these activities will enhance capabilities and broaden positive impacts from the NSN
Quantum Leap.

4, Regents' Outstanding Employee Awards: $350,000 to recognize outstanding
employees at the U. T. institutions and U. T. System Administration. On November 9,
2016, the Board approved the creation of the Regents' Outstanding Employee Awards.
Funding will be used for $5,000 monetary awards, medal or plaque, and a recognition
dinner or reception.

BACKGROUND INFORMATION

A supplemental volume of the budget materials titled "Operating Budget Summaries and
Reserve Allocations for Library, Equipment, Repair and Rehabilitation and Faculty STARs"
was provided to all Regents prior to the meeting and is available online at
https://www.utsystem.edu/documents/docs/operating-budget-summary/operating-budget-
summary-system-fy-2018.

The appropriation of PUF Bond Proceeds will be presented in the Fiscal Year 2018 LERR
Budget and is subject to the budget rules and expenditure guidelines adopted therein and the
requirements of the U. T. Systemwide Policy UTS168 Capital Expenditure Policy. The allocation
of LERR funds to the U. T. institutions was developed from prioritized lists of projects submitted
by the institutions and reviewed by U. T. System Administration staff. The allocation of PUF
Bond Proceeds for Faculty STARs and the U. T. Rio Grande Valley School of Medicine are also
subject to the LERR budget rules, expenditure guidelines, and UTS168. Additionally, PUF Bond
Proceeds appropriated above to LERR, Faculty STARs, and U. T. Rio Grande Valley School of
Medicine must be spent in accordance with the Article VII, Section 18 of the Texas Constitution.
PUF Bond Proceeds may only be used for the purpose of acquiring land either with or without
permanent improvements, constructing and equipping buildings or other permanent
improvements, major repair and rehabilitation of buildings and other permanent improvements,
acquiring capital equipment, and acquiring library books and library materials.

See Agenda ltem 13 below and also the Executive Session items related to individual personnel
aspects of the U. T. System Operating Budgets (Items 3c - 3e).
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11. U.T. System: Discussion and appropriate action regarding proposed creation of
the Proof-of-Concept Fund

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor, the Executive Vice
Chancellor for Academic Affairs, the Executive Vice Chancellor for Business Affairs, and the
Associate Vice Chancellor for Innovation and Strategic Investment and Managing Director of the
U. T. Horizon Fund that the Board of Regents approve the proposed creation of the U. T.
System Proof-of-Concept Fund, contingent of Board approval of $5 million funded from the
Internal Lending Program as part of the U. T. System Operating Budget for Fiscal Year 2018.
(See Item 10 on Page 39 regarding requested funding for the Proof-of-Concept Fund.)

Associate Vice Chancellor Goonewardene will present this proposal using a PowerPoint set
forth on the following pages.

BACKGROUND INFORMATION

The Office of Innovation and Strategic Investment proposes the creation of a Proof-of-Concept
(POC) Fund designed to accelerate applied research and commercialization of U. T. System-
based research activities by developing and then commercializing innovative technologies from
the lab to the marketplace in the form of life-changing and life-saving solutions. The purpose of
the POC Fund is to provide monetary support to bridge the existing funding “gap” from federal
funding to private sector readiness for an increasing number of faculty and researchers for their
research activities. The goal of this program is to encourage the development of intellectual
property, commercial partnerships, and startup companies, while also helping U. T. System
institutions recruit and retain commercialization-minded faculty, students, and staff.
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Innovation Initiative:
Proof-of-Concept Fund

Julie Goonewardene
Associate Vice Chancellor for Innovation and Strategic Investment

U. T. System Board of Regents’ Meeting
August 2017
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Proof-of-Concept Fund

The vice presidents for research at the institutions have
identified a proof-of-concept fund as a top need to support the
attraction and retention of entrepreneurial faculty and to
further their technology transfer efforts.

Proof-of-concept funds address a widely recognized gap on
the technology advancement funding pipeline between
federally funded foundational research and proof of market
viability.

.........
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Proof-of-Concept Fund (cont.)

The proposed $5M multi-year U. T. System Proof-of-Concept Fund
provides competitive and merit-based awards that enable selected U. T.
institution laboratories to develop their discoveries to the point of private
sector investment. All $5M will be distributed to awardees.

The Fund will be developed and managed by the Office of Innovation
and Strategic Investment at System to ensure full opportunity across
institutions and disciplines, unbiased internal and external reviewers,
and accountability to Fund metrics and intent.

The Proof-of-Concept Fund has been endorsed by presidents at all
academic and health institutions and approved through the internal
review process by System leadership.

.........
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Proof of Concept Fund (cont.)

Institutional Perspectives:

Daniel Jaffe, Ph.D.
Vice President for Research
The University of Texas at Austin

Andrea Giuffrida, Ph.D.

Vice President for Research

The University of Texas Health Science Center
at San Antonio

.........
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12. U.T. System: Discussion and appropriate action related to proposed contract with
Digerati, Inc. for a job and internship matching network, and finding that
expenditure of AUF for this purpose is appropriate

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor, the Executive Vice
Chancellor for Academic Affairs, the Executive Vice Chancellor for Business Affairs, the Vice
Chancellor and General Counsel, and the Associate Vice Chancellor for Innovation and
Strategic Investment that the Board of Regents approve a proposed contract with Digerati, Inc.
for a job and internship matching network designed to match students at all U. T. academic
institutions with employment opportunities in Texas, contingent on Board approval of $500,000
of Available University Funds (AUF) as part of the U. T. System Operating Budget for Fiscal
Year 2018 (see Item 10 on Page 39 regarding requested funding).

In addition, the Board is asked to find that expenditure of AUF for this purpose is appropriate
under the U. T. System’s responsibilities to coordinate the activities of the U. T. institutions
participating in the program, with the intent that the expenditure will benefit a broad number of
U. T. institutions, including all academic institutions.

BACKGROUND INFORMATION

The U. T. System Office of Innovation and Strategic Investment (OISI) has piloted a talent
matching network designed to expand access to employment opportunities in Texas for U. T.
students and alumni, particularly with small and mid-sized organizations with job opportunities in
Texas. The pilot program began October 26, 2016, and extends through August 31, 2017,
initially at a cost of $49,500. The original pilot agreement was amended in April 2017 to allow
expenditures of up to $324,500 in support of the network, primarily to integrate career services
systems. The pilot network included participation by students at U. T. Arlington, U. T. El Paso,
U. T. Rio Grande Valley, and U. T. Tyler.

The proposed contract seeks to expand the network to serve all U. T. academic institutions and
will run through August 31, 2018, with automatic annual renewals as long as certain job
matching thresholds are met, for an additional approximately $700,000 with funding of $500,000
from new AUF allocations in support of the Student Success Quantum Leap and $200,000 from
balances that remain from the 2017 budget. Digerati will charge a job posting fee to employers
matched to job seekers through the network. In return for U. T. System’s investment, Digerati
will compensate U. T. System with a portion of the job posting fee. The proposed contract is
being submitted to the Board at this time because total spending to Digerati will exceed
$1,000,000.

The network will be run by Digerati using its patent-pending analytics system and a proven
campus/community partnership model to create a cost efficient and highly effective electronic
labor exchange that matches students and employers based on key attributes, candidate
interests, and required skills. Originally conceived as a solution for high growth entrepreneurial
companies, the network now includes employers of all sizes. U. T. System will assist Digerati in
marketing the network and building employment opportunities for students and alumni.
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Advance notice of this potential initiative was provided to the Legislative Budget Board as
required by Rider 8, Page 111-61 of the current General Appropriations Act.
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13. U.T. System: Discussion and appropriate action regarding personnel aspects of
the U. T. System Administration operating budget for Fiscal Year 2018

RECOMMENDATION

The Chancellor concurs with the Deputy Chancellor, the Executive Vice Chancellor for
Academic Affairs, the Executive Vice Chancellor for Health Affairs, and the Executive Vice
Chancellor for Business Affairs that approval be granted regarding personnel aspects of the
U. T. System Administration operating budget for Fiscal Year 2018 as included in Item 10 on

Page 39.

See also the Executive Session items related to the individual personnel aspects of the U. T.
System Operating Budgets (Executive Session Items 3c through 3e).
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FOR

COMMITTEE

TABLE OF CONTENTS

AUDIT, COMPLIANCE, AND RISK MANAGEMENT

Committee Meeting: 8/23/2017

Board Meeting: 8/24/2017
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Ernest Aliseda, Chairman
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Rad Weaver
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U. T. System: Report and discussion on Information Security
Program

U. T. System: Approval of the U. T. Systemwide Annual
Internal Audit Plan for Fiscal Year 2018
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Audit, Compliance, and Risk Management Committee

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

RECOMMENDATION

The proposed Consent Agenda item assigned to this Committee is Item 5.
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2. U. T. System: Report and discussion on Information Security Program

REPORT

Ms. Helen Mohrmann, Chief Information Security Officer, will report on the Office of Information
Security and various initiatives. A PowerPoint presentation is set forth on the following pages.

BACKGROUND INFORMATION

The Office of Information Security oversees security for information systems managed by U. T.
System Administration and provides a stewardship and service function to U. T. System
institutions. Following a November 10, 2011 report to the U. T. System Board of Regents
(Board) by Deloitte & Touche LLP on its comprehensive information security effectiveness
review of the U. T. System, the Board approved an allocation of $29,255,000 of Available
University Funds to invest in Systemwide information security enhancements.

The Information Security Office administers the investment of these funds through a centrally

managed program and submits an annual progress report to the Chancellor and to the Board.
This is the sixth annual report.
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Office of Information Security

Helen Mohrmann, Chief Information Security Officer

U. T. System Board of Regents’ Meeting
Audit, Compliance, and Risk Management Committee
August 2017
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Office of Information Security Mission

1. To protect U. T. System Administration data
— Office of Employee Benefits
— Shared Information Systems
— Office of Strategic Initiatives, Office of Risk Management
— Wide Area Network, Shared Data Centers
— University Lands

2. To support the institutions
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Biannual Conferences Facilitate Knowledge Sharing
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Shared Tools Reduce Cost and Improve Effectiveness

Bruteforce by Country and IP
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WwwW.UTSYSTEM.EDU

Top 10 Countries - Bruteforce Attempts

United Arab Emirates
Taiwan

Braz

Turkey

Chile

India

Ukraineg

Russia
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Coordination with Department of Information Resources and Internal Audit

Calendar Year Calendar Year
Odd Years Even Years

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
DIR Agency Security Plan
Annual Report to the
President . .
Internal Audit IT Risk — P
Assessment i H
Internal Audit TAC 202 .
Controls Review
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Emerging Threats

* Medical devices

 Internet of Things

* Phishing via social media (in addition to email)
« State sponsored intrusions

* New ways to hold operations hostage
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Information Security Assurance Initiative (ISAl) Resu

57 High Priority Recommendations

52 Medium Priority Recommendations

® Fully Implemented ® Partially Implemented
B Not Addressed
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ISAl Expended and Allocated Funds as of 6/30/2017

& Multi-Institution Projects
@ Allocated Under Review
“ Institution-Specific Projects

U

cCcCcccccccccccc

. T. Austin

. T. San Antonio

. T. System Administration

. T. Health Science Center - San Antonio
. T. Arlington

. T. Rio Grande Valley

. T. Southwestern Medical Center

. T. Health Science Center - Tyler

. T. Tyler

. T. El Paso

. T. Medical Branch

. T. Permian Basin

. T. Health Science Center - Houston
. T. Dallas

. T. M. D. Anderson Cancer Center

WwwW.UTSYSTEM.EDU

$ 8,772,750
$ 6,841,582

$ 3,807,040
$ 2,069,307
$ 1,949,030
$1,317,748
$ 1,279,610
$ 1,031,990
849,895
508,412
296,002
252,709
143,864

91,519

43,541
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Audit, Compliance, and Risk Management Committee

3. U. T. System: Approval of the U. T. Systemwide Annual Internal Audit Plan for
Fiscal Year 2018

RECOMMENDATION

Chief Audit Executive Peppers recommends approval of the proposed Fiscal Year 2018 U. T.
Systemwide Annual Audit Plan (Audit Plan). Development of the Audit Plan is based on risk
assessments performed at each institution. Implementation of the Audit Plan will be coordinated
with the institutional auditors. A PowerPoint is set forth on the following pages. The Audit Plan
executive summary and the individual annual audit plans were provided to the Audit,
Compliance, and Risk Management Committee members prior to the meeting.

BACKGROUND INFORMATION

Institutional audit plans, compiled by the internal audit departments after input and guidance
from the U. T. System Audit Office, the Offices of Academic or Health Affairs, and the
institution's management and institutional internal audit committee, were submitted to the
respective institutional internal audit committee and institutional president for review and
comments. Also, the U. T. System Chief Audit Executive provided feedback by conducting audit
plan presentations with each institution. After the review process, each institutional internal audit
committee formally approved its institution's audit plan.
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U. T. Systemwide FY 2018 Annual Audit Plan
Mr. J. Michael Peppers, U. T. System Chief Audit Executive

U. T. System Board of Regents’ Meeting
Audit, Compliance, and Risk Management Committee (ACRMC)
August 2017
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Overall Audit Plan Process

* Guidance from System Audit Office to institutional
Internal audit on the development methodology of the
annual audit plan (audit plan)

« Draft audit plans reviewed by institutional management,
System Audit Office, and the Offices of Academic and
Health Affairs

* Final audit plans reviewed and approved by each
iInternal audit committee before approval by the ACRMC
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Risk Assessment Methodology

* Audit plans developed based on risks that could impact
achievement of important objectives

o Standardized risk assessment process used with
common terms and criteria to enable Systemwide
comparisons and identification of trends

* Risks rated as Critical, High, Medium, or Low based on
Probabllity and Impact factors
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Risk Assessment Methodology (cont.)

 Emphasis placed on collaboration with other functions
that assess, handle, or manage risk

o Systemwide collaboration of internal audit with
Information technology (IT) and information security
leadership to develop a pilot IT risk assessment
methodology

e Additional focus on IT risks (most prevalent last year) to
identify agreed-upon essential services and functions
that could significantly impact business objectives
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Audit Plan Total Budgeted Internal Audit Hours

Institution Budgeted Audit Hours

uTS 19,520

; UTA 7,300

. Intern_al a_udl_t hours budgeteql by UTAUS 21373
each institution based on estimates UTD 13,966

of resources UTEP 11,515

) . L UTPB 4,740

« Potential changes in priorities and UTRGV 9,613
staffing may cause changes or UTSA 9,350
llocations to budgeted h e B
reallocations to budgeted hours UTSWMC 17,370

e Changes reviewed and approved by UtmB 12,569
. . . UTHSCH 13,114
internal audit committees UTHSCSA 8.743
UTMDACC 16,292

UTHSCT 3,813

Total 173,888

THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU
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Total Budgeted Internal Audit Hours by Categories

Academic Institutions Health Institutions

® Risk Based Audits M Risk Based Audits
Risk Based Consulting Risk Based Consulting

Risk Based Reserve Risk Based Reserve

46%

45%
 Required

m Required

W Investigations W Investigations

= Follow-up W Follow-up

14%

12% ® Development - Operations m Development - Operations
® Development - Initiatives & ® Development - Initiatives &
Education Education

Audit Plan directs internal audit resources on audits and
other engagements among these categories
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Systemwide Risk Assessment Trends

Approximately 2,000 risks were identified across the
Institutions and U. T. System Administration and
evaluated for trends. The most critical and high risks
were found in the following areas.

U. T. System Administration:
* |Information technology
 Governance

* Finance

e Purchasing/Supply chain
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Areas by Criticality and Number of Risks - Academic

High Academic Institution Risks
=
[1+]
°
E . Purchasing ] -
Support Management
Instruction
Student o
Services
Facilities
Legal Management
tow Impact High

THE UNIvERSITY of TEXAS

WWW.UTSYSTEM.EDU
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Areas by Criticality and Number of Risks - Health

High Health Institution Risks
Facilities
Management

.'é. (1 Legal
b Property

= Management

1] 4

£

S .

| =

(=T

Oniversity
Relations

Instruction
University
Medical) Development
Training Risk
Enroliment
@;w ) Management
Low Impact High

THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU
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IT Risk Assessment Methodology

Value to Institutions

Uniform framework to define IT areas (Domains) and functions (Processes):.

« Common language and organization for collaboration and comparison

« Systemwide use of reference materials and audit tools based on uniform
framework

* Progress towards alignment of audit, IT, and information security risk assessments

Value to U. T. System

Improved visibility into U. T. System risk through Calibrated Risk Scores (CRS)

o [Institution IT risks based on common definitions and evaluation criteria

» Ability to prioritize full inventory of IT risks for U. T. System-level audit resource
allocation

» |dentification of cross-institution risks and trends

‘ THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU
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IT Risk Assessment Methodology (cont.)

CRS = Numeric value calculated based on risk ratings (Critical, High, Medium, Low)
with weighting applied based on institution and Domain/Process factors, such that
Critical and High risks can be ranked by their significance to U. T. System as a whole

Institution Calibration Factors

e Multi-institution or Systemwide  Research expenditures
* Academic versus Health » Faculty and staff headcounts
e Budget * Enroliment

Process Calibration
e Based on relative risk among processes (e.g., identity/access management weighted higher
than project management)

‘ THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU
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Top 10 IT Process by CRS (Critical and High Risks)

IT Process

Networking Equipment and Administration 27.17

Identity and Access Management 24.91

Change Management 24.75

IS Vulnerability Management 24.66 IT Domain

B 1T Infrastructure
B 1T Operations
B e B o (e ) @ s 23.90 B Application Systems - Healthcare

M Information Security Governance
Regulatory Compliance (TAC202, PCIL, HIPAA/HITECH, FERPA, FISMA, etc.) 23.40 B information Security Operations

Disaster Recovery/Business Continuity/Emergency Preparedness 23.97

IS Program/Project Management 23.10

Firewall management 22.90

Mobile healthcare devices 22.86
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50
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Critical
Number of Risks

30
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10

70

60

50

40

High
Number of Risks

30
20

10

# of Critical
and High Risks:

Audit Plan Coverage — Ciritical and High Risks

IT Leadership & IT Operations
Governance

87 77

THE UnIvERSITY of TEX

WWW.UTSYSTEM.

Information Security
Governance

Information Security
Operations

79

IT Infrastructure

29

B included in FY18 Audit Plan  56.3%
Included in Prior Year Audit Plan 13.9%

. Mot Covered 29.8%

Application Systems -
Business

27

Application Systems -
Healthcare

10

Application Systems -
Research

Application Systems -
Academic
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Audit, Compliance, and Risk Management Committee

4. U. T. System: Report on Audits of the Systemwide Cancer Prevention and
Research Institute of Texas Grants

REPORT

Chief Audit Executive Peppers will report on the audit work that was conducted on the Cancer
Prevention and Research Institute of Texas (CPRIT) grants at U. T. institutions. A summary of
the results was provided to the Audit, Compliance, and Risk Management Committee members
prior to the meeting.

BACKGROUND INFORMATION

The engagement of Deloitte & Touche LLP to conduct the external financial statement audit of
U. T. System also includes the performance of audits of Fiscal Year 2016 (FY) CPRIT grant
activity for seven U. T. institutions. Four other U. T. institutions engaged Weaver & Tidwell to
perform agreed upon procedures of FY 2016 grant activity.
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5. U. T. System: Report on Systemwide internal audit activities, including an update
on organizational changes and the status of External Quality Assessments, Priority
Findings, and Annual Audit Plan

REPORT

Chief Audit Executive Peppers will report on Systemwide Priority Findings, using a PowerPoint
presentation set forth on the following pages. Mr. Peppers will also discuss organizational
changes, provide the status of the External Quality Assessments, and present the FY 2017
Annual Audit Plan status as of May 31, 2017, which was provided to the Audit, Compliance, and
Risk Management Committee prior to the meeting.

BACKGROUND INFORMATION

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

The internal audit profession is guided by the Institute of Internal Auditors' International
Standards for the Professional Practice of Internal Auditing, within which there is a requirement
for all internal audit functions to have external quality assessments conducted at least once
every five years by a qualified, independent assessor or assessment team from outside the
organization. Texas Government Code, Chapter 2102, Texas Internal Auditing Act (TIAA),
establishes guidelines for State of Texas agencies' internal audit functions. The TIAA requires
all state agencies to adhere to the U.S. Government Accountability Office Government Auditing
Standards, which require a review at least once every three years by reviewers independent of
the audit organization.
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U. T. Systemwide Priority Findings

Mr. J. Michael Peppers, U. T. System Chief Audit Executive

U. T. System Board of Regents’ Meeting
Audit, Compliance, and Risk Management Committee
August 2017
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Priority Findings Status — Changes Since Last Report

May 2017 Implemented New Aug 2017 Past Due
U.T. Arlington 3 - - 3 -
U. T. Austin 4 - - 4 -
U. T. Dallas 1 - - 1 -
U.T. El Paso 2 - - 2 -
U. T. Permian Basin 1 - - 1 1
U. T. Rio Grande Valley 1 - - 1 -
U. T. Medical Branch 1 - - 1 -
U. T. Health Science Center — San Antonio 2 1 - 1 -
U.T. M. D. Anderson Cancer Center 10 1 - 9 -
Totals 25 2 0 23 1

THE UMIVERSITY of TEXAS SYSTEM

WwwW.UTSYSTEM.EDU
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Priority Findings
Operational Area

m INFORMATION
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= FINANCE
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B ENROLLMENT
MANAGEMENT

= PATIENT CARE
OPERATIONS

TME UNIVERSITY

wWww.UTSYSTEM.EDU

Risk Factors

B REPUTATION

B INFORMATION SECURITY

E COMPLIANCE

B LIFE SAFETY

B DESIGNED CONTROLS

B CAPITAL IMPACT

B ACCOMPLISHMENT OF
OBJECTIVES

E OPERATIONAL
OVERSIGHT

MAMNAGEMENT
OVERSIGHT
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Convene 3:00 p.m.

Chairman Hildebrand

1. U.T. System Board of Regents: Discussion and appropriate 3:00 p.m.
action regarding Consent Agenda items, if any, assigned for Discussion Action 82
Committee consideration

2. U.T. System: Key Financial Indicators Report and Monthly 3:02 p.m.
Financial Report Report/Discussion Not on 83
Dr. Kelley Agenda
3. U.T. System Board of Regents: Adoption of resolutions 3:17 p.m.
authorizing certain bond enhancement agreements for Action Action 123

Revenue Financing System debt and Permanent University Dr. Kelley
Fund debt, including ratification of U. T. System Interest Rate

Swap Policy

4. U.T. System Board of Regents: Adoption of a Resolution 3:18 p.m.
authorizing the issuance, sale, and delivery of Permanent Action Action 147
University Fund Bonds and authorization to complete all Dr. Kelley

related transactions

5. U.T. System Board of Regents: Adoption of a Supplemental 3:19 p.m.

Resolution authorizing the issuance, sale, and delivery of Action Action 149
Revenue Financing System Bonds and authorization to Dr. Kelley

complete all related transactions

6. U.T. System Board of Regents: Equipment financing 3:20 p.m.
authorization for Fiscal Year 2018 and resolution regarding Action Action 151
parity debt Dr. Kelley
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U. T. System Board of Regents: The University

of Texas/Texas A&M Investment Management
Company (UTIMCO) Update and Investment Reports
for the quarter ended May 31, 2017

U. T. System Board of Regents: Approval of annual
distribution from the Permanent University Fund

U. T. System: Discussion regarding possible creation of a
nonprofit corporation for the management of University
Lands

U. T. System Board of Regents: Discussion and appropriate
action regarding proposed Incentive Compensation Plan for
key University Lands employees

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

RECOMMENDATION

The proposed Consent Agenda items assigned to this Committee are Items 6 - 16.
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2. U. T. System: Key Financial Indicators Report and Monthly Financial Report

REPORT

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, will discuss the Key
Financial Indicators Report, as set forth on Pages 84 - 91 and the June Monthly Financial
Report on Pages 92 - 122. The reports represent the consolidated and individual operating
detail of the U. T. System institutions.

The Key Financial Indicators Report compares the Systemwide quarterly results of operations,
key revenues and expenses, reserves, and key financial ratios in a graphical presentation from
Fiscal Year 2012 through May 2017. Ratios requiring balance sheet data are provided for
Fiscal Year 2012 through Fiscal Year 2016.
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THE UNIVERSITY OF TEXAS SYSTEM

KEY FINANCIAL
INDICATORS REPORT

U. T. SYSTEM BOARD OF REGENTS’ MEETING

FINANCE AND PLANNING COMMITTEE
AUGUST 23, 2017

U. T. System Office of the Controller August 2017
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KEY INDICATORS OF FINANCIAL RESULTS

YEAR-TO-DATE 2016 AND 2017 FROM MAY MONTHLY FINANCIAL REPORT
AND PROJECTED 2017 YEAR-END

U. T. Health Institutions

May May Projected
(in millions) FY 2016 FY 2017 FY 2017
Clinical Revenues $ 5,256.7 5,627.8 7,574.7
Sponsored Programs 1,583.9 1,636.3 2,168.4
State Appropriations 884.5 912.9 1,217.3
Net Tuition and Fees 112.7 120.1 158.2
Auxiliary Revenues/Sales & Services of Educational Activities 149.3 160.2 211.1
Net Investment Income 244.9 280.4 393.8
Other Operating Revenues 282.1 283.2 405.6
Gift Contributions for Operations 210.2 166.7 188.6
Total Revenues 8,724.5 9,187.5 12,317.7
Salaries and Wages 4,116.3 4,325.2 5773.1
Payroll Related Costs 1,117.2 1,197.4 1,579.3
All Other Operating Expenses 605.1 624.2 858.8
Materials and Supplies 1,111.1 1,185.9 1,579.6
Depreciation and Amortization 573.8 607.2 830.2
Other Contracted Services 381.6 356.8 451.1
Professional Fees and Services 325.2 302.9 412.8
Interest Exp. on Cap. Asset Financing 73.4 84.7 116.5
Utilities 101.8 103.4 143.7
Total Expenses $ 8,405.5 8,787.8 11,745.2
Adjusted Income (Loss) 318.9 399.8 572.5
COMPARISON OF REVENUES - MAY FY 2016 TO FY 2017 (in millions)
6,000.0 5.627.8
5,000.0
4,000.0
3,000.0
2,000.0 15830 16363
1,000.0 884.5 912.9
1127 1201 1493  160.2 2449 2804 282.1 2832 2102 1667
Clinical Revenues Sponsored Programs &  State Appropriations Net Tuition & Fees  Auxiliary Revenues/S&S  Net Investment Income Other Operating Gifts for Operations
Nonexchange SP of Educational Activities Revenues
m2016 m2017

COMPARISON OF EXPENSES - MAY FY 2016 TO FY 2017 (in millions)
5,000.0
4,500.0 4,325.2
4,116.3
4,000.0
3,500.0
3,000.0
2,500.0
2,000.0
1,500.0
1,117.2 1,197.4 1,111.1 1,185.9
1,000.0
605.1 624.2 573.8 607.2
500.0 3816 356.8 3252 302.9
101.8 103.4
Salaries & Wages ~ Payroll Related Costs Al Other Operating ~Materials & Supplies  Depreciation & Other Contracted  Professional Fees &  Interest Expense Utilities
Expenses Amortization Senvices Services
m2016 B2017
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KEY INDICATORS OF FINANCIAL RESULTS

YEAR-TO-DATE 2016 AND 2017 FROM MAY MONTHLY FINANCIAL REPORT
AND PROJECTED 2017 YEAR-END

U. T. Academic Institutions

May May Projected
(in millions) FY 2016 FY 2017 FY 2017
Clinical Revenues $ 0.3 (0.3) 0.2
Sponsored Programs 927.1 939.6 1,376.2
State Appropriations 803.9 816.9 1,084.1
Net Tuition and Fees 1,110.2 1,180.5 1,579.7
Auxiliary Revenues/Sales & Services of Educational Activities 744.5 794.9 827.1
Net Investment Income/Available University Fund (AUF) 459.9 496.8 635.0
Other Operating Revenues 275 49.1 59.1
Gift Contributions for Operations 143.9 149.1 198.3
Total Revenues 4,217.3 4,426.7 5,759.8
Salaries and Wages 1,864.0 1,963.7 2,533.6
Payroll Related Costs 506.8 544.2 702.0
All Other Operating Expenses 692.1 721.6 970.4
Materials and Supplies 198.4 204.9 262.7
Depreciation and Amortization 375.3 409.8 551.3
Other Contracted Services 210.6 238.9 307.9
Professional Fees and Services 63.3 65.6 95.1
Interest Exp. on Cap. Asset Financing 87.2 106.8 143.0
Utilities 103.3 109.8 135.4
Total Expenses $ 4,101.0 4,365.3 5,701.4
Adjusted Income (Loss) 116.3 61.3 58.4
14000 COMPARISON OF REVENUES - MAY FY 2016 TO FY 2017 (in millions)
1,200.0 1.110.2 11805
1,000.0
803.9 816.9 794.9
800.0
600.0
400.0
200.0 143.9 149.1
Clinical Revenues Sponsored Programs &  State Appropriations Net Tuition & Fees  Auxiliary Revenues/S&S Net Investment Other Operating Gifts for Operations
(0.3) Nonexchange SP of Educational Activities Income/AUF Revenues
(200.0)
m2016 m2017
25000 COMPARISON OF EXPENSES - MAY FY 2016 TO FY 2017 (in millions)
2,000.0 1,864.0 19637
1,500.0
1,000.0
692.1 721.6
506.8 544.2
500.0 3753 409.8
198.4 204.9 2106 2389
633  65.6 872 106.8 1033 109.8
Salaries & Wages ~ Payroll Related Costs  All Other Operating ~ Materials & Supplies ~ Depreciation & Other Contracted  Professional Fees &  Interest Expense Utilities
Expenses Amortization Senvices Services
@2016 =2017
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KEY INDICATORS OF FINANCIAL RESULTS

YEAR-TO-DATE 2016 AND 2017 FROM MAY MONTHLY FINANCIAL REPORT
AND PROJECTED 2017 YEAR-END

U. T. System Administration

May May Projected

(in millions) FY 2016 FY 2017 FY 2017
Sponsored Programs $ 32.3 25.5 42.6
State Appropriations 2.1 1.9 25
Sales & Services of Educational Activities 24.4 22.7 30.3
Net Investment Income/AUF 208.2 290.6 318.5
Other Operating Revenues 21.1 75.4 100.6
Gift Contributions for Operations 1.6 1.0 1.0

Total Revenues 289.7 417.1 495.4
Salaries and Wages 48.7 59.0 78.7
Payroll Related Costs 11.1 13.4 17.9
All Other Operating Expenses 83.5 89.4 115.2
Materials and Supplies 134 155 20.6
Depreciation and Amortization 134 13.9 18.8
Other Contracted Services 20.8 29.4 39.3
Professional Fees and Services 11.2 9.8 13.1
Interest Exp. on Cap. Asset Financing 49.9 75.7 100.9
Utilities 0.3 0.4 0.5

Total Expenses $ 252.1 306.5 405.0
Adjusted Income (LOSS) - Excluding Other Postemployment Benefits
(OPEB), Pension Expense, & Elimination of AUF Transfer to U. T. Austin 37.6 110.6 90.3
Increase in Net OPEB Obligation 500.1 530.3 707.0
Pension Expense 159.7 187.7 250.3
Elimination of AUF Transfer to U. T. Austin 228.9 258.8 349.6
Adjusted Income (Loss) (851.1) (866.2) (1,216.6)

350.0

300.0

250.0

200.0

150.0

100.0

Sponsored Programs & State Appropriations S&S of Educational Activities Net Investment Income/AUF Other Operating Revenues

COMPARISON OF REVENUES - MAY FY 2016 TO FY 2017 (in millions)

290.6

16 1.0

Nonexchange SP

m2016 @2017

Gifts for Operations

100.0

COMPARISON OF EXPENSES - MAY FY 2016 TO FY 2017 (in millions)

89.4

Salaries & Wages Payroll Related Costs  All Other Operating Materials & Supplies Depreciation & Other Contracted Professional Fees & Interest Expense Utilities
Expenses Amortization Services Services
m2016 @2017
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KEY INDICATORS OF FINANCIAL RESULTS

YEAR-TO-DATE 2016 AND 2017 FROM MAY MONTHLY FINANCIAL REPORT
AND PROJECTED 2017 YEAR-END

U. T. Consolidated

May May Projected
(in millions) FY 2016 FY 2017 FY 2017
Clinical Revenues $ 5,257.1 5,627.5 7,574.9
Sponsored Programs 2,543.3 2,601.4 3,587.2
State Appropriations 1,690.5 1,731.7 2,303.9
Net Tuition and Fees 1,222.9 1,300.6 1,737.8
Auxiliary Revenues/Sales & Services of Educational Activities 918.2 977.8 1,068.5
Net Investment Income/AUF 684.1 809.0 997.7
Other Operating Revenues 330.8 407.7 565.3
Gift Contributions for Operations 355.7 316.7 387.9
Total Revenues 13,002.6 13,772.5 18,223.2
Salaries and Wages 6,029.0 6,348.0 8,385.3
Payroll Related Costs 1,635.1 1,755.1 2,299.2
All Other Operating Expenses 1,380.7 1,435.1 1,944.5
Materials and Supplies 1,322.8 1,406.3 1,862.9
Depreciation and Amortization 962.5 1,030.8 1,400.3
Other Contracted Services 613.0 625.2 798.2
Professional Fees and Services 399.7 378.3 521.0
Interest Exp. on Cap. Asset Financing 210.4 267.2 360.5
Utilities 205.4 213.6 279.7
Total Expenses $ 12,758.6 13,459.6 17,851.6
Adjusted Income (Loss) - Excluding OPEB & Pension Exp. 243.9 312.9 371.6
Increase in Net OPEB Obligation 500.1 530.3 707.0
Pension Expense 159.7 187.7 250.3
Adjusted Income (Loss) (415.9) (405.1) (585.7)
s0000 COMPARISON OF REVENUES - MAY FY 2016 TO FY 2017 (in millions)
' : 5,627.5
5,000.0
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3,000.0
2,543.3 2,601.4
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COMPARISON OF EXPENSES - MAY FY 2016 TO FY 2017 (in millions)

7,000.0

6,000.0

5,000.0

4,000.0

3,000.0

2,000.0 16351 L7551

1,380.7 14351 4 355 1,406.3

1,000.0

Salaries & Wages  Payroll Related Costs ~All Other Operating ~ Materials & Supplies
Expenses

962.5 10308
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KEY INDICATORS OF FINANCIAL RESULTS

YEAR-TO-DATE 2017 FROM MAY MONTHLY FINANCIAL REPORT

U. T. Consolidated U. T. System Administration
(in millions) (Excluding OPEB & Pension Expense) (Excluding OPEB, Pension Expense & AUF elimination)
(in millions)
16,000.0 -
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KEY INDICATORS OF FINANCIAL RESULTS

YEAR-TO-DATE 2017 FROM MAY MONTHLY FINANCIAL REPORT

U. T. San Antonio —_—
(in millions) (in millions) UT Tyler
450.0 4 120.0 4 112.4
396.1 409.4 108.7
400.0 -
100.0 -
350.0
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250.0 600 |
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PUF / AUF / ILP Update

For Quarter Ending May 31, 2017

PUF / AUF ILP
Projected AUF Spending F(’FL\’(EDF%; ?;Pﬁ?‘:itl)/ Summary of ILP Funding
illi - millions illi
800 ($millions) 10 2.0 ($millions)
120
600
15.0
I l l I l 100 15.0 15.0 15.0
- 87
400 411 | e 96 | 118 100 7 100
42 42 60
200
40 5.0
20
Prior  Current| Prior Current| Prior Current 0 R 1 . 1 1 j
o FY17 FY1:3DUF A thyg ' QPriotr gurrznt FY17  FY18 FY19  FY20
m Other ] ept service uarter uarter ; ;
System Admin U. T. Austin - Other ILP Fund!ng Avallat?le
mU. T. Austin - Base = Range — Target m |LP Funding Committed
Changes to PUF/AUF Since Prior Quarter Summary of FY 2017/2018 ILP Funding
* PUF investment returns outperformed projections (3.0% act vs 1.6% proj) FY17 ILP Available Funding: $4,500,000
« PUF land receipts of $168M exceeded projection of $125M FY18 ILP Available Funding: $15,000,000
« Funding for U. T. Austin has been increased to 53% of the AUF distribution Proposed ILP Funding Commitments:
for FY18 and FY19 as a result of Board action on July 13, 2017. - Proof-of-Concept Fund ($5,000,000)
« System Administration for FY18 and FY19 estimated at 15% of AUF - Turnaround Partnerships (8700,000)
distribution. - National Security Program ($500,000)
- Regents Employee Awards ($350,000)
Remaining FY18 ILP Available ~ $12,950,000
PUF - Permanent University Fund
AUF - Available University Fund
ILP - Internal Lending Program
U. T. System Office of the Controller August 2017
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THE UNIVERSITY OF TEXAS SYSTEM
OFFICE OF THE CONTROLLER

MONTHLY FINANCIAL REPORT
(unaudited)

JUNE 2017

201 Seventh Street, ASH 5t Floor
Austin, Texas 78701
512.499.4527
www.utsystem.edu/cont
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THE UNIVERSITY OF TEXAS SYSTEM
MONTHLY FINANCIAL REPORT
(Unaudited)

FOR THE TEN MONTHS ENDING
June 30, 2017
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The University of Texas System
Monthly Financial Report

Foreword

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

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

The University of Texas System Consolidated

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 1,446,418,051.61  1,356,845,711.60 89,572,340.01 6.6%
Sponsored Programs 2,651,554,016.85 2,561,729,464.35 89,824,552.50 3.5%
Net Sales and Services of Educational Activities 536,046,105.16 520,643,813.52 15,402,291.64 3.0%
Net Sales and Services of Hospitals 4,802,970,267.91  4,470,720,114.49 332,250,153.42 7.4%
Net Professional Fees 1,497,900,300.46  1,384,778,958.24 113,121,342.22 8.2%
Net Auxiliary Enterprises 547,438,980.58 513,083,389.50 34,355,591.08 6.7%
Other Operating Revenues 435,975,341.76 408,514,421.54 27,460,920.22 6.7%
Total Operating Revenues 11,918,303,064.33  11,216,315,873.24 701,987,191.09 6.3%
Operating Expenses
Salaries and Wages 7,037,841,523.73  6,692,063,670.09 345,777,853.64 5.2%
Payroll Related Costs 1,946,149,215.04  1,817,549,048.28 128,600,166.76 7.1%
Membership Dues 23,253,233.04 - 23,253,233.04 100.0%
Registration Fees/Meetings/Conferences 53,007,072.97 - 53,007,072.97 100.0%
Cost of Goods Sold 129,256,857.98 123,228,672.13 6,028,185.85 4.9%
Professional Fees and Services 421,314,075.17 451,624,232.73 (30,310,157.56) -6.7%
Other Contracted Services 693,485,351.22 680,303,051.13 13,182,300.09 1.9%
Fees and Other Charges 52,248,500.09 - 52,248,500.09 100.0%
Travel 128,524,458.46 120,900,101.41 7,624,357.05 6.3%
Materials and Supplies 1,571,321,377.59  1,473,709,284.08 97,612,093.51 6.6%
Utilities 241,347,663.23 232,256,917.98 9,090,745.25 3.9%
Communications 86,767,476.62 93,937,600.05 (7,170,123.43) -7.6%
Repairs and Maintenance 263,328,212.46 267,166,584.62 (3,838,372.16) -1.4%
Rentals and Leases 146,192,562.62 140,944,790.11 5,247,772.51 3.7%
Printing and Reproduction 31,933,631.07 31,058,697.67 874,933.40 2.8%
Royalty Payments 14,098,372.08 - 14,098,372.08 100.0%
Bad Debt Expense 950,201.22 859,986.97 90,214.25 10.5%
Impairment of Capital Assets 11,797,588.77 - 11,797,588.77 100.0%
Insurance Costs/Premiums 68,966,922.06 - 68,966,922.06 100.0%
Claims and Losses 23,559,575.36 9,787,714.72 13,771,860.64 140.7%
Increase in Net OPEB Obligation 589,191,811.67 555,702,212.50 33,489,599.17 6.0%
Pension Expense 208,605,327.50 177,412,306.22 31,193,021.28 17.6%
Scholarships and Fellowships 336,183,840.17 307,502,856.84 28,680,983.33 9.3%
Depreciation and Amortization 1,145,692,384.61 1,075,770,638.80 69,921,745.81 6.5%
Federal Sponsored Program Pass-Through to Other State Agencies 20,309,850.35 23,606,679.35 (3,296,829.00) -14.0%
State Sponsored Program Pass-Through to Other State Agencies 4,103,484.19 12,429,968.98 (8,326,484.79) -67.0%
Other Operating Expenses 186,373,883.08 366,238,031.82 (179,864,148.74) -49.1%
Total Operating Expenses 15,435,804,452.35 14,654,053,046.48 781,751,405.87 5.3%
Operating Loss (3,517,501,388.02) (3,437,737,173.24) (79,764,214.78) -2.3%
Other Nonoperating Adjustments
State Appropriations 1,923,931,146.29  1,871,539,990.28 52,391,156.01 2.8%
Nonexchange Sponsored Programs 248,424,486.74 270,763,894.86 (22,339,408.12) -8.3%
Gift Contributions for Operations 353,013,335.96 375,958,723.60 (22,945,387.64) -6.1%
Net Investment Income 935,643,333.12 783,400,339.05 152,242,994.07 19.4%
Interest Expense on Capital Asset Financings (298,213,014.51) (226,728,889.70) (71,484,124.81) -31.5%
Net Other Nonoperating Adjustments 3,162,799,287.60  3,074,934,058.09 87,865,229.51 2.9%
Adjusted Income (Loss) including Depreciation & Amortization (354,702,100.42)  (362,803,115.15) 8,101,014.73 2.2%
Adjusted Margin % including Depreciation & Amortization -2.3% -2.5%
Investment Gain (Losses) 2,913,721,395.47  (531,198,486.89)  3,444,919,882.36 648.5%
Adj. Inc. (Loss) with Investment Gains (Losses) 2,559,019,295.05  (894,001,602.04)  3,453,020,897.09 386.2%
Adj. Margin % with Investment Gains (Losses) 14.0% -6.4%
Adjusted Income (Loss) excluding Depreciation & Amortization 790,990,284.19 712,967,523.65 78,022,760.54 10.9%

Adjusted Margin % excluding Depreciation & Amortization

5.1%

4.9%
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. System Administration
. Arlington

Austin

Dallas

El Paso

Permian Basin

Rio Grande Valley

San Antonio

Tyler

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

nation of AUF Transfer

Total Adjusted Income (Loss)

Investment Gains (Losses)

Total Adjusted Income (Loss) with
Investment Gains (Losses) Including

Depreciation and Amortization
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. System Administration
. Arlington
Austin
Dallas
El Paso
Permian Basin
Rio Grande Valley
San Antonio
Tyler
. Southwestern Medical Center
. Medical Branch - Galveston
. Health Science Center - Houston
. Health Science Center - San Antonio
. M. D. Anderson Cancer Center

Health Science Center - Tyler

nation of AUF Transfer

Total Adjusted Income (Loss)

Total Adjusted Income (Loss) Excluding
Depreciation and Amortization

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
$ (614,866,048.23) (1) $ (595,482,163.16) (19,383,885.07) -3.3%
32,670,698.93 19,222,351.13 13,448,347.80 (2) 70.0%
89,786,932.90 144,059,867.85 (54,272,934.95) (3) -37.7%
(13,229,328.59) 2,435,976.57 (15,665,305.16) (4) -643.1%
(16,220,029.39) (12,283,031.32) (3,936,998.07) (5) -32.1%
(1,595,285.44) (3,655,484.29) 2,060,198.85 (6) 56.4%
11,287,529.77 14,043,876.70 (2,756,346.93) -19.6%
(13,039,935.00) (7) (12,216,400.11) (823,534.89) -6.7%
(2,026,613.36) (8,105,141.33) 6,078,527.97 (8) 75.0%
114,362,830.01 155,885,188.76 (41,522,358.75) (9) -26.6%
2,957,411.16 (7,593,221.53) 10,550,632.69 (10) 138.9%
3,110,237.58 72,325,869.22 (69,215,631.64) (11) -95.7%
1,900,633.25 9,244,313.15 (7,343,679.90) (12) -79.4%
356,388,452.68 121,828,790.13 234,559,662.55 (13) 192.5%
(13,487,529.26) (7,477,217.75) (6,010,311.51) (14) -80.4%
(292,702,057.43) (255,036,689.17) (37,665,368.26) -14.8%
(354,702,100.42) (362,803,115.15) 8,101,014.73 2.2%
2,913,721,395.47 (531,198,486.89) 3,444,919,882.36 648.5%
$ 2,559,019,295.05 $ (894,001,602.04) 3,453,020,897.09 386.2%
Excluding Depreciation and Amortization Expense
June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
$ (599,469,564.28) $ (580,634,729.96) (18,834,834.32) -3.2%
73,943,358.94 57,394,811.17 16,548,547.77 28.8%
320,620,266.23 350,309,867.85 (29,689,601.62) -8.5%
47,969,653.10 55,420,976.57 (7,451,323.47) -13.4%
9,302,933.92 13,790,640.48 (4,487,706.56) -32.5%
10,046,577.17 7,982,015.71 2,064,561.46 25.9%
43,521,321.43 45,483,442.89 (1,962,121.46) -4.3%
27,042,670.20 27,600,322.06 (557,651.86) -2.0%
10,181,226.64 3,982,977.61 6,198,249.03 155.6%
251,162,383.46 287,914,047.91 (36,751,664.45) -12.8%
125,719,926.84 95,814,199.46 29,905,727.38 31.2%
54,392,238.31 123,739,740.19 (69,347,501.88) -56.0%
45,233,966.58 53,410,979.82 (8,177,013.24) -15.3%
667,508,364.78 424,241,434.35 243,266,930.43 57.3%
(3,482,981.70) 1,553,486.71 (5,036,468.41) -324.2%
(292,702,057.43) (255,036,689.17) (37,665,368.26) -14.8%
790,990,284.19 712,967,523.65 78,022,760.54 10.9%
$ 790,990,284.19 $ 712,967,523.65 78,022,760.54 10.9%

The University of Texas System
Comparison of Adjusted Income (Loss)

For the Ten Months Ending June 30, 2017

Including Depreciation and Amortization Expense
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THE UNIVERSITY OF TEXAS SYSTEM
EXPLANATION OF VARIANCES ON THE MONTHLY FINANCIAL REPORT
For the Ten Months Ending June 30, 2017

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

U. T. System Administration incurred a year-to-date loss of
$614.9 million primarily as a result of an accrual of $589.2
million for other postemployment benefits (OPEB) expense
and an accrual of $208.6 million for pension expense for the
entire U. 7. System for the first ten months of 2017.
Excluding depreciation and amortization expense,
U. T. System Administration’s adjusted loss was $599.5
million or -118.5% of revenues. U. 7. System Administration
anticipates ending the year with a $780.3 million
loss, -138.6% of projected revenues, which includes $18.8
million of depreciation and amortization expense, as well as
a $707.0 million accrual for OPEB and a $250.3 million
accrual for pension expense.

U. T. Arington - The $13.4 million (70.0%) increase in
adjusted income over the same period last year was
primarily attributable to an increase in net tuition and fees
as a result of increased enrollment and increased tuition
rates. Net investment income, which was understated in
the prior year, also contributed to the increase. Excluding
depreciation and amortization expense, U. T. Arlington’s
adjusted income was $73.9 million or 13.7% of revenues.

U. T. Austin- The $54.3 million (37.7%) decrease in adjusted
income over the same period last year was primarily
attributable to an increase in salaries and wages and payroll
related costs. Also contributing to the variance were the
following: an increase in depreciation and amortization
expense resulting from new buildings and equipment related
to the Dell Medical School; an increase in other contracted
services due to costs related to the hiring of a new baseball
coach, the cancellation of the agreement with Aspire
Marketing, and increased expenses related to the
Administrative Systems Modernization Program project; and
an increase in materials and supplies primarily driven by
furniture and equipment purchases for the Dell Medical
School, a wireless access point upgrade initiative, and the
U. T. SystemIT Assessment payment made in June 2017 as
compared to August of the prior year. Excluding depreciation
and amortization expense, U. 7. Austin’s adjusted income
was $320.6 million or 12.9% of revenues.

U. T. Dallas - The $15.7 million (643.1%) decrease in
adjusted income over the same period last year was
primarily attributable to the following: a decrease in
nonexchange sponsored programs as a result of a reduction
in the Texas Research Incentive Program funds received in
2017; an increase in depreciation and amortization expense
as a result of the addition of new buildings and infrastructure;
and an increase in interest expense on capital asset
financings due to debt issued for the new Engineering
Building. As a result of these factors, U. 7. Dallas incurred a
year-to-date loss of $13.2 million. Excluding depreciation
and amortization expense, U. 7. Dallas’ adjusted income
was $48.0 million or 9.4% of revenues. U. T. Dallas
anticipates ending the year with a $16.3 million loss, -2.6%
of projected revenues, which includes $73.4 million of
depreciation and amortization expense.

12

©)

U. T. El Paso- The $3.9 million (32.1%) increase in adjusted
loss over the same period last year was largely attributable
to an increase in salaries and wages and payroll related
costs due to a 2% merit increase for faculty and staff
implemented in 2017, and an increase in professional fees
and services as a result of a current year accrual which was
not recorded in the prior year. As a result, U. 7. E/ Paso
incurred a year-to-date loss of $16.2 million. Other factors
contributing to the year-to-date loss include the following: an
increase in tuition exemption scholarship expense, primarily
related to the Hazelwood and Hazelwood Legacy programs;
and an increase in interest expense on capital asset
financings. Excluding depreciation and amortization
expense, U. T. £/ Paso’s adjusted income was $9.3 million
or 2.7% of revenues. U. T. E/ Paso anticipates ending the
year with a $17.9 million loss, -4.2% of projected revenues,
which includes $32.0 million of depreciation and
amortization expense. U. T. E/ Pasois continuing measures
to reduce spending, including a hiring freeze on positions
that are not mission critical, a freeze on all non-academic
travel, mandatory departmental budget cuts, restrictions on
the purchase of equipment and capital assets, utility savings
efforts, and other cost savings measures.

U. T. Permian Basin - The $2.1 million (56.4%) decrease in
adjusted loss over the same period last year was primarily
attributable to an increase in nonexchange sponsored
programs as a result of a portion of the prior year Pell Grant
funding not being drawn until 2017. Despite the decrease in
adjusted loss, U. T. Permian Basin still incurred a
year-to-date loss of $1.6 million primarily attributable to the
following: an increase in salaries and wages to
accommodate enroliment growth combined with a 2% salary
increase; an increase in payroll related costs due to rising
premium sharing costs; and an increase in other contracted
services due to increased payments to Chartwells for dining
services and increased support for the Wagner Noel
Performing Arts Center. Excluding depreciation and
amortization expense, U. T. Permian Basin’s adjusted
income was $10.0 million or 13.3% of revenues.
U. T. Permian Basin anticipates ending the year with a $1.0
million loss, -1.2% of projected revenues, which includes
$14.8 million of depreciation and amortization expense.

U. T. San Antonio incurred a year-to-date loss of $13.0
million primarily due to the following: an increase in salaries
and wages and payroll related costs; an increase in repairs
and maintenance due to maintenance performed on various
classrooms, grounds and vehicles; an increase in utilities
due to rate increases in electricity and water, as well as
increased water usage; a decrease in net investment
income; and an increase in interest expense on capital asset
financings due to debt issued for athletic projects, fire and
safety renovations, and network upgrades, as well as the
new Science and Engineering Building. Excluding
depreciation and amortization expense, U. 7. San Antonio’s
adjusted income was $27.0 million or 6.2% of revenues.
U. T. San Antonio anticipates ending the year with a $15.9
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million loss, -3.0% of projected revenues, which includes
$48.1 million of depreciation and amortization expense.

U. T. Tyler - The $6.1 million (75.0%) decrease in adjusted
loss over the same period last year was primarily due to an
increase in net student tuition and fees as a result of
increased enrollment and designated tuition rates. Net sales
and services of educational activities also increased as a
result of pharmacy revenue now including the second year
student cohort. Finally, state appropriations increased as a
result of increased Tuition Revenue Bonds authorized by the
Texas Legislature. Despite the decrease in adjusted loss,
U. T. Tyler still incurred a year-to-date loss of $2.0 million
primarily due to the following: an increase in salaries and
wages and payroll related costs driven by merit increases
and an increase in the number of full-time equivalents; an
increase in interest expense on capital asset financings due
to debt issued for the new STEM Business Building; and
additional pharmacy start-up costs. Excluding depreciation
and amortization expense, U. 7. Tyler’s adjusted income
was $10.2 million or 8.5% of revenues. U.T. Tyler
anticipates ending the year with a $4.0 million loss, -2.8% of
projected revenues, which includes $14.6 million of
depreciation and amortization expense.

U. T. Southwestern Medical Center - The $41.5 million
(26.6%) decrease in adjusted income over the same period
last year was primarily attributable to a decrease in gift
contributions for operations as a result of a number of large
gifts received in 2016 with no such comparable gifts in 2017.
Excluding depreciation and amortization expense,
Southwestern’s adjusted income was $251.2 million or
10.5% of revenues.

(10)U._T. Medical Branch - Galveston - The $10.6 million

(138.9%) increase in adjusted income over the same period
last year was primarily attributable to an increase in net sales
and services of hospitals and net professional fees as a
result of growth in private prison contract revenue and a
7.1% increase in Work Relative Value Units in the practice
plan. Although UTMBis currently reporting a positive margin
of $3.0 million, UTMB conservatively anticipates ending the
year with a $7.2 million loss, -0.3% of projected revenues,
which includes $151.4 million of depreciation and
amortization expense. The conservative projected loss is
primarily attributable to the following: a decrease in projected
revenue accruals for Delivery System Reform Incentive
Payments (DSRIP) projects; an increase in salaries and
wages and payroll related costs in part driven by faculty hires
in July and August who will be in a revenue ramp-up during
this period; an increase in depreciation and amortization
related to capital asset purchases anticipated in the last two
months of the year; and an increase in cost of goods sold
largely due to increased pharmacy costs. Excluding
depreciation and amortization expense, UTMB’s adjusted
income was $125.7 million or 7.3% of revenues.

(11 U. T. Health Science Center - Houston - The $69.2 million

(95.7%) decrease in adjusted income as compared to the
same period last year was primarily attributable to an
increase in salaries and wages and payroll related costs due
to the addition of numerous positions to accommodate the
planned growth of the physician practice plan. Other
operating revenues also decreased primarily due to the
timing of DSRIP revenue recognition. Excluding
depreciation and amortization expense, UTHSC-Houston'’s
adjusted income was $54.4 million or 4.1% of revenues.
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(12)U._T. Health Science Center - San Antonio- The $7.3 million

(79.4%) decrease in adjusted income over the same period
last year was primarily due to an increase in salaries and
wages and payroll related costs. In addition, interest
expense on capital asset financings increased due to debt
issued to acquire the Professional Administrative Resource
Center and to construct a new ambulatory facility, as well as
increased debt service for Tuition Revenue Bonds
authorized by the Texas Legislature. Excluding depreciation
and amortization expense, UTHSC-San Antonio’s adjusted
income was $45.2 million or 6.5% of revenues.

(13)U. T. M. D. Anderson Cancer Center - The $234.6 million

(192.5%) increase in adjusted income over the same period
last year was primarily attributable to the following: an
increase in net sales and services of hospitals due to an
increase in inpatient and outpatient activity; and an increase
in net investment income. Excluding depreciation and
amortization expense, M. D. Anderson’s adjusted income
was $667.5 million or 16.8% of revenues.

(14)U. T. Health Science Center - Tyler - The $6.0 million

(80.4%) increase in adjusted loss over the same period last
year was primarily due to UTHSC-Tyler recognizing $6.1
million less in DSRIP revenue as compared to the prior year,
as well as an increase in salaries and wages and payroll
related costs as a result of a larger employee base,
accompanied by increased compensable absence
expenses and premium sharing costs. Professional fees and
services also increased due to higher usage levels of
contracted physician services, new contractual expenses
related to the Northeast Texas Consortium (NETnet)
community college subcontract and increased expenses for
maintenance of NETnet operations. Depreciation and
amortization expense also increased contributing to the
unfavorable variance. In addition, UTHSC-Tyler recorded a
one-time charge of $1.3 million to account for a current year
recoupment attributed to a 2011 Medicare claims outlier
review. As a result of these factors, UTHSC-Tylerincurred a
year-to-date loss of $13.5 million. Excluding depreciation
and amortization expense, UTHSC-Tyler’s adjusted loss
was $3.5 million or -2.2% of revenues. UTHSC-Tyler
anticipates ending the year with a $4.7 million loss primarily
as a result of ongoing expense reduction initiatives,
continued growth in clinical services with a corresponding
increase in net patient revenues, and additional DSRIP and
sponsored programs revenue recognized once metrics and
deliverables are fully achieved. The projected loss of $4.7
million represents -2.3% of projected revenues and includes
$12.0 million of depreciation and amortization expense.
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GLOSSARY OF TERMS

OPERATING REVENUES:

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

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

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

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

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

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

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

OPERATING EXPENSES:

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

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

MEMBERSHIP DUES - Payments for professional memberships and community organization memberships for employees.

REGISTRATION FEES/MEETINGS/CONFERENCES - Payments made for employees to attend professional conferences and
meetings.

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

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

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

FEES AND OTHER CHARGES - Payments for various fees such as estate settlements, court costs, document filing fees, etc.
TRAVEL - Payments for travel costs incurred by employees and board members for meetings and training.

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

UTILITIES - Payments for the purchase of electricity, natural gas, water, and thermal energy.
COMMUNICATIONS - Electronically transmitted communications services (telephone, internet, computation center services, etc.).

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

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

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

ROYALTY PAYMENTS - Payments incurred for copyright and patent royalties.

BAD DEBT EXPENSE - Expenses incurred by the university related to nonrevenue receivables such as non-payment of student
loans.
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INSURANCE COSTS/PREMIUMS - Insurance premiums and fees associated with the various self-insurance programs, including
professional medical liability.

CLAIMS AND LOSSES - Payments for claims from self-insurance programs. Other claims for settlements, judgments and lawsuits
are considered nonoperating expenses.

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

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

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

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

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

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

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

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

OTHER NONOPERATING ADJUSTMENTS:

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

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

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

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

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

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

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

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

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

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

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

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

15

Agenda Book - 106



August 23-24, 2017 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

(This page intentionally left blank)

16

Agenda Book - 107
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UNAUDITED

The University of Texas System Administration

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Sponsored Programs 22,034,293.65 20,149,437.60 1,884,856.05 9.4%
Net Sales and Services of Educational Activities 29,566,919.94 38,130,169.32 (8,563,249.38) -22.5%
Other Operating Revenues 81,729,846.92 48,101,389.10 33,628,457.82 69.9%
Total Operating Revenues 133,331,060.51 106,380,996.02 26,950,064.49 25.3%
Operating Expenses
Salaries and Wages 67,411,354.05 53,991,652.99 13,419,701.06 24.9%
Payroll Related Costs 14,993,488.25 12,376,886.27 2,616,601.98 21.1%
Membership Dues 540,262.41 - 540,262.41 100.0%
Registration Fees/Meetings/Conferences 452,357.68 - 452,357.68 100.0%
Professional Fees and Services 11,475,146.15 11,846,312.14 (371,165.99) -3.1%
Other Contracted Services 31,921,173.25 22,224,778.93 9,696,394.32 43.6%
Fees and Other Charges 95,789.22 - 95,789.22 100.0%
Travel 1,531,663.22 1,375,859.17 155,804.05 11.3%
Materials and Supplies 10,877,146.05 13,800,061.26 (2,922,915.21) -21.2%
Utilities 466,358.64 309,586.53 156,772.11 50.6%
Communications 5,933,758.92 6,341,504.95 (407,746.03) -6.4%
Repairs and Maintenance 7,693,294.14 21,373,774.51 (13,680,480.37) -64.0%
Rentals and Leases 6,262,235.75 4,791,446.42 1,470,789.33 30.7%
Printing and Reproduction 332,103.56 1,139,031.02 (806,927.46) -70.8%
Impairment of Capital Assets 11,797,588.77 - 11,797,588.77 100.0%
Insurance Costs/Premiums 26,127,630.38 - 26,127,630.38 100.0%
Claims and Losses 23,559,575.36 9,787,714.72 13,771,860.64 140.7%
Increase in Net OPEB Obligation 589,191,811.67 555,702,212.50 33,489,599.17 6.0%
Pension Expense 208,605,327.50 177,412,306.22 31,193,021.28 17.6%
Scholarships and Fellowships 962,823.91 841,212.97 121,610.94 14.5%
Depreciation and Amortization 15,396,483.95 14,847,433.20 549,050.75 3.7%
State Sponsored Program Pass-Through to Other State Agencies 1,909,861.07 1,951,830.12 (41,969.05) -2.2%
Other Operating Expenses 3,464,577.44 19,855,457.54 (16,390,880.10) -82.6%
Total Operating Expenses 1,041,001,811.34 929,969,061.46 111,032,749.88 11.9%
Operating Loss (907,670,750.83)  (823,588,065.44) (84,082,685.39) -10.2%
Other Nonoperating Adjustments
State Appropriations 2,098,617.69 2,279,901.11 (181,283.42) -8.0%
Nonexchange Sponsored Programs 15,774,667.24 15,857,960.30 (83,293.06) -0.5%
Gift Contributions for Operations 1,013,746.37 1,703,314.57 (689,568.20) -40.5%
Net Investment Income 261,011,726.19 171,810,247.85 89,201,478.34 51.9%
Interest Expense on Capital Asset Financings (79,925,272.39) (49,594,912.38) (30,330,360.01) -61.2%
Net Other Nonoperating Adjustments 199,973,485.10 142,056,511.45 57,916,973.65 40.8%
Adjusted Income (Loss) including Depreciation & Amortization (707,697,265.73)  (681,531,553.99) (26,165,711.74) -3.8%
Adjusted Margin % including Depreciation & Amortization -171.3% -228.7%
Available University Fund Transfer 92,831,217.50 86,049,390.83 6,781,826.67 7.9%
Adjusted Income (Loss) with AUF Transfer (614,866,048.23)  (595,482,163.16) (19,383,885.07) -3.3%
Adjusted Margin % with AUF Transfer -121.5% -155.0%
Investment Gain (Losses) 2,278,735,919.07  (136,003,354.36)  2,414,739,273.43 1,775.5%
Adj. Inc. (Loss) with AUF Transfer & Invest. Gains (Losses) $1,663,869,870.84  (731,485,517.52) $2,395,355,388.36 327.5%
Adj. Margin % with AUF Transfer & Invest. Gains (Losses) 59.7% -294.9%
Adjusted Income (Loss) with AUF Transfer excluding Depreciation
& Amortization (599,469,564.28)  (580,634,729.96) (18,834,834.32) -3.2%

Adjusted Margin % with AUF Transfer excluding Depreciation &
Amortization
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UNAUDITED

The University of Texas at Arlington

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 236,126,088.26 204,320,488.30 31,805,599.96 15.6%
Sponsored Programs 58,997,129.42 56,898,535.96 2,098,593.46 3.7%
Net Sales and Services of Educational Activities 16,937,141.74 16,887,160.11 49,981.63 0.3%
Net Auxiliary Enterprises 36,459,597.49 35,123,398.55 1,336,198.94 3.8%
Other Operating Revenues 10,791,600.57 8,435,353.06 2,356,247.51 27.9%
Total Operating Revenues 359,311,557.48 321,664,935.98 37,646,621.50 11.7%
Operating Expenses
Salaries and Wages 227,606,024.58 218,643,723.19 8,962,301.39 4.1%
Payroll Related Costs 60,590,261.46 57,578,116.98 3,012,144.48 5.2%
Membership Dues 1,035,495.81 - 1,035,495.81 100.0%
Registration Fees/Meetings/Conferences 1,276,264.34 - 1,276,264.34 100.0%
Cost of Goods Sold 4,950.87 5,556.16 (605.29) -10.9%
Professional Fees and Services 10,284,295.79 9,541,027.99 743,267.80 7.8%
Other Contracted Services 52,214,387.26 44,720,746.63 7,493,640.63 16.8%
Fees and Other Charges 768,860.04 - 768,860.04 100.0%
Travel 6,657,702.59 6,449,269.43 208,433.16 3.2%
Materials and Supplies 19,978,068.48 19,886,056.65 92,011.83 0.5%
Utilities 8,335,567.43 8,333,267.33 2,300.10 -
Communications 5,263,671.35 6,041,706.28 (778,034.93) -12.9%
Repairs and Maintenance 9,258,077.56 6,915,296.80 2,342,780.76 33.9%
Rentals and Leases 2,661,170.19 3,121,319.19 (460,149.00) -14.7%
Printing and Reproduction 2,609,637.12 2,254,209.92 355,427.20 15.8%
Royalty Payments 204,441.66 - 204,441.66 100.0%
Bad Debt Expense 166,304.87 219,709.58 (53,404.71) -24.3%
Insurance Costs/Premiums 702,722.94 - 702,722.94 100.0%
Scholarships and Fellowships 29,687,642.99 27,328,264.27 2,359,378.72 8.6%
Depreciation and Amortization 41,272,660.01 38,172,460.04 3,100,199.97 8.1%
Federal Sponsored Program Pass-Through to Other State Agencies 5,216,021.55 4,602,433.77 613,587.78 13.3%
State Sponsored Program Pass-Through to Other State Agencies 126,781.32 131,401.79 (4,620.47) -3.5%
Other Operating Expenses 9,082,495.68 10,879,175.54 (1,796,679.86) -16.5%
Total Operating Expenses 495,003,505.89 464,823,741.54 30,179,764.35 6.5%
Operating Loss (135,691,948.41)  (143,158,805.56) 7,466,857.15 5.2%
Other Nonoperating Adjustments
State Appropriations 115,624,634.17 109,569,159.17 6,055,475.00 5.5%
Nonexchange Sponsored Programs 45,865,236.71 48,508,192.83 (2,642,956.12) -5.4%
Gift Contributions for Operations 3,720,947.76 3,779,596.76 (58,649.00) -1.6%
Net Investment Income 13,738,448.71 10,259,907.03 3,478,541.68 33.9%
Interest Expense on Capital Asset Financings (10,586,620.00) (9,735,699.10) (850,920.90) -8.7%
Net Other Nonoperating Adjustments 168,362,647.35 162,381,156.69 5,981,490.66 3.7%
Adjusted Income (Loss) including Depreciation & Amortization 32,670,698.94 19,222,351.13 13,448,347.81 70.0%
Adjusted Margin % including Depreciation & Amortization 6.1% 3.9%
Investment Gain (Losses) 11,915,554.60 (9,442,283.67) 21,357,838.27 226.2%
Adj. Inc. (Loss) with Investment Gains (Losses) 44,586,253.54 9,780,067.46 34,806,186.08 355.9%
Adj. Margin % with Investment Gains (Losses) 8.1% 2.0%
Adjusted Income (Loss) excluding Depreciation & Amortization 73,943,358.95 57,394,811.17 16,548,547.78 28.8%

Adjusted Margin % excluding Depreciation & Amortization

13.7%
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UNAUDITED

The University of Texas at Austin

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 408,333,333.33 401,666,666.67 6,666,666.66 1.7%
Sponsored Programs 474,591,751.10 460,394,126.24 14,197,624.86 3.1%
Net Sales and Services of Educational Activities 359,757,180.05 343,410,136.49 16,347,043.56 4.8%
Net Auxiliary Enterprises 297,536,979.64 276,044,284.43 21,492,695.21 7.8%
Other Operating Revenues 9,167,487.60 6,744,297.65 2,423,189.95 35.9%
Total Operating Revenues 1,549,386,731.72  1,488,259,511.48 61,127,220.24 4.1%
Operating Expenses
Salaries and Wages 1,044,185,879.21 989,001,658.97 55,184,220.24 5.6%
Payroll Related Costs 305,996,705.90 284,007,297.33 21,989,408.57 7.7%
Membership Dues 2,899,430.57 - 2,899,430.57 100.0%
Registration Fees/Meetings/Conferences 26,534,617.10 - 26,534,617.10 100.0%
Cost of Goods Sold 20,913,239.35 21,811,887.87 (898,648.52) -4.1%
Professional Fees and Services 32,446,492.67 32,261,629.77 184,862.90 0.6%
Other Contracted Services 151,360,354.72 135,900,060.69 15,460,294.03 11.4%
Fees and Other Charges 10,444,792.97 - 10,444,792.97 100.0%
Travel 37,864,369.62 35,124,267.94 2,740,101.68 7.8%
Materials and Supplies 122,438,662.74 108,482,713.40 13,955,949.34 12.9%
Utilities 77,650,070.60 72,775,705.20 4,874,365.40 6.7%
Communications 28,255,808.92 31,390,468.17 (3,134,659.25) -10.0%
Repairs and Maintenance 52,768,731.72 55,101,357.17 (2,332,625.45) -4.2%
Rentals and Leases 18,269,268.40 17,452,732.91 816,535.49 4.7%
Printing and Reproduction 7,257,329.65 7,308,997.23 (51,667.58) -0.7%
Royalty Payments 5,398,290.53 - 5,398,290.53 100.0%
Bad Debt Expense 477,146.99 466,476.20 10,670.79 2.3%
Insurance Costs/Premiums 1,141,366.44 - 1,141,366.44 100.0%
Scholarships and Fellowships 116,666,666.67 100,000,000.00 16,666,666.67 16.7%
Depreciation and Amortization 230,833,333.33 206,250,000.00 24,583,333.33 11.9%
Federal Sponsored Program Pass-Through to Other State Agencies 2,686,209.37 2,925,196.28 (238,986.91) -8.2%
State Sponsored Program Pass-Through to Other State Agencies 146,301.40 9,396,811.61 (9,250,510.21) -98.4%
Other Operating Expenses 57,772,006.06 100,034,556.91 (42,262,550.85) -42.2%
Total Operating Expenses 2,354,407,074.93  2,209,691,817.65 144,715,257.28 6.5%
Operating Loss (805,020,343.21)  (721,432,306.17) (83,588,037.04) -11.6%
Other Nonoperating Adjustments
State Appropriations 291,943,063.33 301,554,670.64 (9,611,607.31) -3.2%
Nonexchange Sponsored Programs 35,835,577.43 36,666,666.67 (831,089.24) -2.3%
Gift Contributions for Operations 129,468,490.94 122,036,294.25 7,432,196.69 6.1%
Net Investment Income 190,974,891.08 187,589,170.99 3,385,720.09 1.8%
Interest Expense on Capital Asset Financings (46,116,804.10) (37,391,317.70) (8,725,486.40) -23.3%
Net Other Nonoperating Adjustments 602,105,218.68 610,455,484.85 (8,350,266.17) -1.4%
Adjusted Income (Loss) including Depreciation & Amortization (202,915,124.53) (110,976,821.32) (91,938,303.21) -82.8%
Adjusted Margin % including Depreciation & Amortization -9.2% -5.2%
Available University Fund Transfer 292,702,057.43 255,036,689.17 37,665,368.26 14.8%
Adjusted Income (Loss) with AUF Transfer 89,786,932.90 144,059,867.85 (54,272,934.95) -37.7%
Adjusted Margin % with AUF Transfer 3.6% 6.0%
Investment Gain (Losses) 205,343,263.01 (153,404,257.83) 358,747,520.84 233.9%
Adj. Inc. (Loss) with AUF Transfer & Invest. Gains (Losses) $295,130,195.91 (9,344,389.98) $304,474,585.89 3,258.4%
Adj. Margin % with AUF Transfer & Invest. Gains (Losses) 10.9% -0.4%
Adjusted Income (Loss) with AUF Transfer excluding Depreciation
& Amortization 320,620,266.23 350,309,867.85 (29,689,601.62) -8.5%

Adjusted Margin % with AUF Transfer excluding Depreciation &
Amortization

12.9%
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UNAUDITED

The University of Texas at Dallas

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 254,557,433.49 235,596,327.92 18,961,105.57 8.0%
Sponsored Programs 51,062,824.28 48,242,239.87 2,820,584.41 5.8%
Net Sales and Services of Educational Activities 17,966,689.43 15,653,006.84 2,313,682.59 14.8%
Net Auxiliary Enterprises 27,817,865.98 23,869,070.21 3,948,795.77 16.5%
Other Operating Revenues 4,386,263.89 3,877,926.79 508,337.10 13.1%
Total Operating Revenues 355,791,077.07 327,238,571.63 28,552,505.44 8.7%
Operating Expenses
Salaries and Wages 249,111,308.89 236,974,525.63 12,136,783.26 5.1%
Payroll Related Costs 59,682,697.36 55,501,637.81 4,181,059.55 7.5%
Membership Dues 840,311.40 - 840,311.40 100.0%
Registration Fees/Meetings/Conferences 2,618,762.37 - 2,618,762.37 100.0%
Professional Fees and Services 8,066,988.13 8,191,943.95 (124,955.82) -1.5%
Other Contracted Services 12,886,029.24 12,145,863.31 740,165.93 6.1%
Fees and Other Charges 1,014,921.76 - 1,014,921.76 100.0%
Travel 6,822,100.86 5,951,959.16 870,141.70 14.6%
Materials and Supplies 26,013,425.33 25,975,019.01 38,406.32 0.1%
Utilities 8,539,138.03 8,976,847.88 (437,709.85) -4.9%
Communications 1,509,039.38 1,524,448.38 (15,409.00) -1.0%
Repairs and Maintenance 6,893,635.96 5,559,538.86 1,334,097.10 24.0%
Rentals and Leases 6,441,965.26 6,416,669.51 25,295.75 0.4%
Printing and Reproduction 1,625,209.53 1,753,918.85 (128,709.32) -7.3%
Royalty Payments 1,237,409.14 - 1,237,409.14 100.0%
Bad Debt Expense 53,200.00 - 53,200.00 100.0%
Insurance Costs/Premiums 9,401,859.09 - 9,401,859.09 100.0%
Scholarships and Fellowships 35,705,104.34 34,263,352.70 1,441,751.64 4.2%
Depreciation and Amortization 61,198,981.69 52,985,000.00 8,213,981.69 15.5%
Federal Sponsored Program Pass-Through to Other State Agencies 83,831.78 62,504.49 21,327.29 34.1%
State Sponsored Program Pass-Through to Other State Agencies 201,636.40 332,403.39 (130,766.99) -39.3%
Other Operating Expenses 5,056,293.54 18,722,302.32 (13,666,008.78) -73.0%
Total Operating Expenses 505,003,849.48 475,337,935.25 29,665,914.23 6.2%
Operating Loss (149,212,772.41)  (148,099,363.62) (1,113,408.79) -0.8%
Other Nonoperating Adjustments
State Appropriations 97,543,051.67 92,185,406.82 5,357,644.85 5.8%
Nonexchange Sponsored Programs 26,922,982.55 44,999,951.67 (18,076,969.12) -40.2%
Gift Contributions for Operations 10,346,882.80 10,833,333.33 (486,450.53) -4.5%
Net Investment Income 22,087,715.13 19,799,129.27 2,288,585.86 11.6%
Interest Expense on Capital Asset Financings (20,917,188.33) (17,282,480.90) (3,634,707.43) -21.0%
Net Other Nonoperating Adjustments 135,983,443.82 150,535,340.19 (14,551,896.37) -9.7%
Adjusted Income (Loss) including Depreciation & Amortization (13,229,328.59) 2,435,976.57 (15,665,305.16) -643.1%
Adjusted Margin % including Depreciation & Amortization -2.6% 0.5%
Investment Gain (Losses) 19,982,968.20 (10,859,750.31) 30,842,718.51 284.0%
Adj. Inc. (Loss) with Investment Gains (Losses) 6,753,639.61 (8,423,773.74) 15,177,413.35 180.2%
Adj. Margin % with Investment Gains (Losses) 1.3% -1.7%
Adjusted Income (Loss) excluding Depreciation & Amortization 47,969,653.10 55,420,976.57 (7,451,323.47) -13.4%

Adjusted Margin % excluding Depreciation & Amortization
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

UNAUDITED

The University of Texas at El Paso

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 99,651,830.00 95,484,695.95 4,167,134.05 4.4%
Sponsored Programs 73,487,419.96 70,921,977.57 2,565,442.39 3.6%
Net Sales and Services of Educational Activities 5,648,947.54 6,903,844.86 (1,254,897.32) -18.2%
Net Auxiliary Enterprises 26,467,139.37 27,063,921.82 (596,782.45) -2.2%
Other Operating Revenues 144,586.41 20,242.82 124,343.59 614.3%
Total Operating Revenues 205,399,923.28 200,394,683.02 5,005,240.26 2.5%
Operating Expenses
Salaries and Wages 164,561,906.22 154,956,786.89 9,605,119.33 6.2%
Payroll Related Costs 44,278,505.53 42,409,287.19 1,869,218.34 4.4%
Membership Dues 728,450.45 - 728,450.45 100.0%
Registration Fees/Meetings/Conferences 630,999.94 - 630,999.94 100.0%
Professional Fees and Services 11,703,829.59 9,233,273.63 2,470,555.96 26.8%
Other Contracted Services 10,490,806.99 9,515,406.41 975,400.58 10.3%
Fees and Other Charges 2,938,529.75 - 2,938,529.75 100.0%
Travel 7,485,565.54 7,108,470.55 377,094.99 5.3%
Materials and Supplies 15,406,545.03 16,140,483.89 (733,938.86) -4.5%
Utilities 7,263,107.10 7,064,339.13 198,767.97 2.8%
Communications 1,309,928.86 686,139.01 623,789.85 90.9%
Repairs and Maintenance 6,373,292.79 5,194,018.86 1,179,273.93 22.7%
Rentals and Leases 2,192,042.88 2,544,803.03 (352,760.15) -13.9%
Printing and Reproduction 1,132,006.41 1,024,766.35 107,240.06 10.5%
Insurance Costs/Premiums 786,826.70 - 786,826.70 100.0%
Scholarships and Fellowships 44,122,004.97 46,329,552.65 (2,207,547.68) -4.8%
Depreciation and Amortization 25,522,963.31 26,073,671.80 (550,708.49) -2.1%
Federal Sponsored Program Pass-Through to Other State Agencies 802,999.52 4,657,733.12 (3,854,733.60) -82.8%
State Sponsored Program Pass-Through to Other State Agencies - 1,936.30 (1,936.30) -100.0%
Other Operating Expenses 7,535,258.56 10,215,081.77 (2,679,823.21) -26.2%
Total Operating Expenses 355,265,570.14 343,155,750.58 12,109,819.56 3.5%
Operating Loss (149,865,646.86)  (142,761,067.56) (7,104,579.30) -5.0%
Other Nonoperating Adjustments
State Appropriations 96,810,205.67 92,157,304.67 4,652,901.00 5.0%
Nonexchange Sponsored Programs 28,926,727.90 28,643,370.45 283,357.45 1.0%
Gift Contributions for Operations 6,687,759.27 5,352,157.82 1,335,601.45 25.0%
Net Investment Income 11,308,163.83 10,309,691.80 998,472.03 9.7%
Interest Expense on Capital Asset Financings (10,087,239.20) (5,984,488.50) (4,102,750.70) -68.6%
Net Other Nonoperating Adjustments 133,645,617.47 130,478,036.24 3,167,581.23 2.4%
Adjusted Income (Loss) including Depreciation & Amortization (16,220,029.39) (12,283,031.32) (3,936,998.07) -32.1%
Adjusted Margin % including Depreciation & Amortization -4.6% -3.6%
Investment Gain (Losses) 13,628,726.40 (9,209,314.30) 22,838,040.70 248.0%
Adj. Inc. (Loss) with Investment Gains (Losses) (2,591,302.99) (21,492,345.62) 18,901,042.63 87.9%
Adj. Margin % with Investment Gains (Losses) -0.7% -6.6%
Adjusted Income (Loss) excluding Depreciation & Amortization 9,302,933.92 13,790,640.48 (4,487,706.56) -32.5%
Adjusted Margin % excluding Depreciation & Amortization 2.7% 4.1%
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

UNAUDITED

The University of Texas of the Permian Basin

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 15,656,700.24 15,296,149.03 360,551.21 2.4%
Sponsored Programs 9,003,490.08 7,151,822.61 1,851,667.47 25.9%
Net Sales and Services of Educational Activities 1,489,817.26 1,603,851.80 (114,034.54) -7.1%
Net Auxiliary Enterprises 6,469,563.27 4,553,988.91 1,915,574.36 42.1%
Other Operating Revenues 304,437.24 362,745.38 (58,308.14) -16.1%
Total Operating Revenues 32,924,008.09 28,968,557.73 3,955,450.36 13.7%
Operating Expenses
Salaries and Wages 29,401,573.07 27,514,046.93 1,887,526.14 6.9%
Payroll Related Costs 8,192,183.37 7,277,950.61 914,232.76 12.6%
Membership Dues 178,254.62 - 178,254.62 100.0%
Registration Fees/Meetings/Conferences 125,879.86 - 125,879.86 100.0%
Cost of Goods Sold - 6,576.34 (6,576.34) -100.0%
Professional Fees and Services 3,042,881.46 2,475,395.46 567,486.00 22.9%
Other Contracted Services 4,287,017.38 2,792,513.76 1,494,503.62 53.5%
Fees and Other Charges 19,099.47 - 19,099.47 100.0%
Travel 1,600,124.59 1,259,939.38 340,185.21 27.0%
Materials and Supplies 4,164,648.10 4,025,356.39 139,291.71 3.5%
Utilities 2,173,405.98 1,879,362.57 294,043.41 15.6%
Communications 383,031.18 574,551.94 (191,520.76) -33.3%
Repairs and Maintenance 887,580.21 82,149.34 805,430.87 980.4%
Rentals and Leases 775,089.06 524,927.12 250,161.94 47.7%
Printing and Reproduction 88,276.47 143,037.02 (54,760.55) -38.3%
Royalty Payments 840.00 - 840.00 100.0%
Bad Debt Expense 1,898.85 - 1,898.85 100.0%
Insurance Costs/Premiums 175,011.93 - 175,011.93 100.0%
Scholarships and Fellowships 3,432,002.31 4,707,043.96 (1,275,041.65) -27.1%
Depreciation and Amortization 11,641,862.61 11,637,500.00 4,362.61 -
Federal Sponsored Program Pass-Through to Other State Agencies (45,152.53) (32,102.71) (13,049.82) -40.7%
Other Operating Expenses 482,035.37 1,206,061.55 (724,026.18) -60.0%
Total Operating Expenses 71,007,543.36 66,074,309.66 4,933,233.70 7.5%
Operating Loss (38,083,535.27) (37,105,751.93) (977,783.34) -2.6%
Other Nonoperating Adjustments
State Appropriations 31,918,500.00 28,395,616.29 3,522,883.71 12.4%
Nonexchange Sponsored Programs 6,936,698.30 4,366,583.01 2,570,115.29 58.9%
Gift Contributions for Operations 2,066,786.94 2,246,454.13 (179,667.19) -8.0%
Net Investment Income 1,807,335.99 2,959,683.11 (1,152,347.12) -38.9%
Interest Expense on Capital Asset Financings (6,241,071.40) (4,518,068.90) (1,723,002.50) -38.1%
Net Other Nonoperating Adjustments 36,488,249.83 33,450,267.64 3,037,982.19 9.1%
Adjusted Income (Loss) including Depreciation & Amortization (1,595,285.44) (3,655,484.29) 2,060,198.85 56.4%
Adjusted Margin % including Depreciation & Amortization -2.1% -5.5%
Investment Gain (Losses) 2,182,382.11 (1,943,630.98) 4,126,013.09 212.3%
Adj. Inc. (Loss) with Investment Gains (Losses) 587,096.67 (5,599,115.27) 6,186,211.94 110.5%
Adj. Margin % with Investment Gains (Losses) 0.8% -8.6%
Adjusted Income (Loss) excluding Depreciation & Amortization 10,046,577.17 7,982,015.71 2,064,561.46 25.9%
Adjusted Margin % excluding Depreciation & Amortization 13.3% 11.9%
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

UNAUDITED

The University of Texas Rio Grande Valley

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 97,146,848.46 90,759,370.29 6,387,478.17 7.0%
Sponsored Programs 74,982,909.71 71,491,495.83 3,491,413.88 4.9%
Net Sales and Services of Educational Activities 6,010,201.94 4,467,469.85 1,542,732.09 34.5%
Net Professional Fees (15,997.41) 409,100.28 (425,097.69) -103.9%
Net Auxiliary Enterprises 8,546,045.45 8,646,767.91 (100,722.46) -1.2%
Other Operating Revenues 24,724,802.83 10,853,151.12 13,871,651.71 127.8%
Total Operating Revenues 211,394,810.98 186,627,355.28 24,767,455.70 13.3%
Operating Expenses
Salaries and Wages 181,014,441.29 167,752,763.88 13,261,677.41 7.9%
Payroll Related Costs 53,688,560.33 49,012,402.35 4,676,157.98 9.5%
Membership Dues 904,344.26 - 904,344.26 100.0%
Registration Fees/Meetings/Conferences 692,615.16 - 692,615.16 100.0%
Cost of Goods Sold 209,469.96 280,032.83 (70,562.87) -25.2%
Professional Fees and Services 1,640,839.08 4,510,904.58 (2,870,065.50) -63.6%
Other Contracted Services 16,756,521.41 8,409,612.45 8,346,908.96 99.3%
Fees and Other Charges 3,455,646.49 - 3,455,646.49 100.0%
Travel 6,753,736.57 5,625,235.96 1,128,500.61 20.1%
Materials and Supplies 16,097,459.14 13,543,824.90 2,553,634.24 18.9%
Utilities 6,483,571.56 6,475,305.02 8,266.54 0.1%
Communications 479,867.07 677,703.82 (197,836.75) -29.2%
Repairs and Maintenance 4,854,011.50 4,157,204.24 696,807.26 16.8%
Rentals and Leases 4,250,894.46 4,114,202.59 136,691.87 3.3%
Printing and Reproduction 594,552.51 631,528.26 (36,975.75) -5.9%
Royalty Payments 25,000.00 - 25,000.00 100.0%
Bad Debt Expense 78,374.88 4,700.38 73,674.50 1,567.4%
Insurance Costs/Premiums 778,644.89 - 778,644.89 100.0%
Scholarships and Fellowships 35,887,881.56 35,126,868.38 761,013.18 2.2%
Depreciation and Amortization 32,233,791.66 31,439,566.19 794,225.47 2.5%
Federal Sponsored Program Pass-Through to Other State Agencies 484,775.68 278,927.38 205,848.30 73.8%
Other Operating Expenses 4,599,157.92 8,300,486.47 (3,701,328.55) -44.6%
Total Operating Expenses 371,964,157.38 340,341,269.68 31,622,887.70 9.3%
Operating Loss (160,569,346.40)  (153,713,914.40) (6,855,432.00) -4.5%
Other Nonoperating Adjustments
State Appropriations 132,081,802.50 125,581,504.17 6,500,298.33 5.2%
Nonexchange Sponsored Programs 34,828,529.77 35,887,955.49 (1,059,425.72) -3.0%
Gift Contributions for Operations 4,968,736.53 4,562,768.10 405,968.43 8.9%
Net Investment Income 7,485,141.91 6,990,433.14 494,708.77 7.1%
Interest Expense on Capital Asset Financings (7,507,334.54) (5,264,869.80) (2,242,464.74) -42.6%
Net Other Nonoperating Adjustments 171,856,876.17 167,757,791.10 4,099,085.07 2.4%
Adjusted Income (Loss) including Depreciation & Amortization 11,287,529.77 14,043,876.70 (2,756,346.93) -19.6%
Adjusted Margin % including Depreciation & Amortization 2.9% 3.9%
Investment Gain (Losses) 2,952,398.77 (1,215,513.66) 4,167,912.43 342.9%
Adj. Inc. (Loss) with Investment Gains (Losses) 14,239,928.54 12,828,363.04 1,411,565.50 11.0%
Adj. Margin % with Investment Gains (Losses) 3.6% 3.6%
Adjusted Income (Loss) excluding Depreciation & Amortization 43,521,321.43 45,483,442.89 (1,962,121.46) -4.3%
Adjusted Margin % excluding Depreciation & Amortization 11.1% 12.6%
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

UNAUDITED

The University of Texas at San Antonio

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 160,797,555.64 154,058,526.17 6,739,029.47 4.4%
Sponsored Programs 62,958,846.60 52,375,225.68 10,583,620.92 20.2%
Net Sales and Services of Educational Activities 11,058,494.41 11,820,005.80 (761,511.39) -6.4%
Net Auxiliary Enterprises 37,268,316.59 35,522,553.72 1,745,762.87 4.9%
Other Operating Revenues 3,642,454.18 3,507,002.89 135,451.29 3.9%
Total Operating Revenues 275,725,667.42 257,283,314.26 18,442,353.16 7.2%
Operating Expenses
Salaries and Wages 206,051,297.28 200,021,895.31 6,029,401.97 3.0%
Payroll Related Costs 56,664,106.75 54,230,915.81 2,433,190.94 4.5%
Membership Dues 1,201,784.32 - 1,201,784.32 100.0%
Registration Fees/Meetings/Conferences 996,551.30 - 996,551.30 100.0%
Cost of Goods Sold 391,776.98 81,531.14 310,245.84 380.5%
Professional Fees and Services 7,242,997.54 5,672,276.21 1,570,721.33 27.7%
Other Contracted Services 10,783,139.90 13,268,000.74 (2,484,860.84) -18.7%
Fees and Other Charges 1,364,227.31 - 1,364,227.31 100.0%
Travel 10,200,978.49 8,938,849.78 1,262,128.71 14.1%
Materials and Supplies 21,360,677.47 23,986,550.69 (2,625,873.22) -10.9%
Utilities 11,168,405.00 9,144,103.11 2,024,301.89 22.1%
Communications 3,026,361.39 3,189,693.77 (163,332.38) -5.1%
Repairs and Maintenance 9,281,861.32 6,329,386.22 2,952,475.10 46.6%
Rentals and Leases 1,674,373.04 1,856,857.82 (182,484.78) -9.8%
Printing and Reproduction 1,436,724.12 1,040,953.82 395,770.30 38.0%
Royalty Payments 4,166.67 - 4,166.67 100.0%
Bad Debt Expense 173,275.63 169,100.81 4,174.82 2.5%
Insurance Costs/Premiums 347,256.26 - 347,256.26 100.0%
Scholarships and Fellowships 42,960,651.79 36,873,226.67 6,087,425.12 16.5%
Depreciation and Amortization 40,082,605.20 39,816,722.17 265,883.03 0.7%
Federal Sponsored Program Pass-Through to Other State Agencies 1,108,959.02 1,326,532.49 (217,573.47) -16.4%
Other Operating Expenses 10,364,370.93 14,103,547.73 (3,739,176.80) -26.5%
Total Operating Expenses 437,886,547.71 420,050,144.29 17,836,403.42 4.2%
Operating Loss (162,160,880.29)  (162,766,830.03) 605,949.74 0.4%
Other Nonoperating Adjustments
State Appropriations 103,826,155.82 103,477,227.50 348,928.32 0.3%
Nonexchange Sponsored Programs 40,811,250.00 43,541,620.83 (2,730,370.83) -6.3%
Gift Contributions for Operations 7,500,000.00 1,785,494.01 5,714,505.99 320.1%
Net Investment Income 11,358,293.77 14,352,051.08 (2,993,757.31) -20.9%
Interest Expense on Capital Asset Financings (14,374,754.30) (12,605,963.50) (1,768,790.80) -14.0%
Net Other Nonoperating Adjustments 149,120,945.29 150,550,429.92 (1,429,484.63) -0.9%
Adjusted Income (Loss) including Depreciation & Amortization (13,039,935.00) (12,216,400.11) (823,534.89) -6.7%
Adjusted Margin % including Depreciation & Amortization -3.0% -2.9%
Investment Gain (Losses) 27,423,798.49 (8,909,058.04) 36,332,856.53 407.8%
Adj. Inc. (Loss) with Investment Gains (Losses) 14,383,863.49 (21,125,458.15) 35,509,321.64 168.1%
Adj. Margin % with Investment Gains (Losses) 3.1% -5.1%
Adjusted Income (Loss) excluding Depreciation & Amortization 27,042,670.20 27,600,322.06 (557,651.86) -2.0%
Adjusted Margin % excluding Depreciation & Amortization 6.2% 6.6%
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

The University of Texas at Tyler

UNAUDITED

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 40,658,968.34 34,173,183.33 6,485,785.01 19.0%
Sponsored Programs 11,527,070.86 11,220,650.68 306,420.18 2.7%
Net Sales and Services of Educational Activities 8,436,903.25 5,509,688.56 2,927,214.69 53.1%
Net Auxiliary Enterprises 8,086,780.00 7,063,480.00 1,023,300.00 14.5%
Other Operating Revenues 194,360.91 317,396.38 (123,035.47) -38.8%
Total Operating Revenues 68,904,083.36 58,284,398.95 10,619,684.41 18.2%
Operating Expenses
Salaries and Wages 57,842,607.27 55,191,315.86 2,651,291.41 4.8%
Payroll Related Costs 16,227,302.72 15,083,149.48 1,144,153.24 7.6%
Membership Dues 209,914.26 - 209,914.26 100.0%
Registration Fees/Meetings/Conferences 324,964.67 - 324,964.67 100.0%
Cost of Goods Sold 36,255.69 37,890.67 (1,634.98) -4.3%
Professional Fees and Services 2,306,033.64 2,351,798.88 (45,765.24) -1.9%
Other Contracted Services 5,177,432.26 5,370,200.93 (192,768.67) -3.6%
Fees and Other Charges 151,203.04 - 151,203.04 100.0%
Travel 1,964,885.44 1,762,927.62 201,957.82 11.5%
Materials and Supplies 6,178,318.10 6,953,888.90 (775,570.80) -11.2%
Utilities 1,667,362.77 2,013,744.49 (346,381.72) -17.2%
Communications 570,535.52 879,593.67 (309,058.15) -35.1%
Repairs and Maintenance 2,215,040.83 1,986,604.75 228,436.08 11.5%
Rentals and Leases 876,204.38 597,758.19 278,446.19 46.6%
Printing and Reproduction 811,173.78 1,063,683.15 (252,509.37) -23.7%
Royalty Payments 6,482.68 - 6,482.68 100.0%
Insurance Costs/Premiums 93,436.98 - 93,436.98 100.0%
Scholarships and Fellowships 6,317,846.50 2,284,200.17 4,033,646.33 176.6%
Depreciation and Amortization 12,207,840.00 12,088,118.94 119,721.06 1.0%
Other Operating Expenses 2,072,385.14 2,989,061.22 (916,676.08) -30.7%
Total Operating Expenses 117,257,225.67 110,653,936.92 6,603,288.75 6.0%
Operating Loss (48,353,142.31) (52,369,537.97) 4,016,395.66 7.7%
Other Nonoperating Adjustments
State Appropriations 37,281,570.00 33,308,700.00 3,972,870.00 11.9%
Nonexchange Sponsored Programs 9,209,750.00 8,169,320.00 1,040,430.00 12.7%
Gift Contributions for Operations 855,681.33 1,596,733.43 (741,052.10) -46.4%
Net Investment Income 4,092,548.02 3,918,531.61 174,016.41 4.4%
Interest Expense on Capital Asset Financings (5,113,020.40) (2,728,888.40) (2,384,132.00) -87.4%
Net Other Nonoperating Adjustments 46,326,528.95 44,264,396.64 2,062,132.31 4.7%
Adjusted Income (Loss) including Depreciation & Amortization (2,026,613.36) (8,105,141.33) 6,078,527.97 75.0%
Adjusted Margin % including Depreciation & Amortization -1.7% -7.7%
Investment Gain (Losses) 5,038,058.13 (3,201,541.84) 8,239,599.97 257.4%
Adj. Inc. (Loss) with Investment Gains (Losses) 3,011,444.77 (11,306,683.17) 14,318,127.94 126.6%
Adj. Margin % with Investment Gains (Losses) 2.4% -11.1%
Adjusted Income (Loss) excluding Depreciation & Amortization 10,181,226.64 3,982,977.61 6,198,249.03 155.6%
Adjusted Margin % excluding Depreciation & Amortization 8.5% 3.8%
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

UNAUDITED

The University of Texas Southwestern Medical Center

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 19,664,743.00 18,939,429.33 725,313.67 3.8%
Sponsored Programs 475,176,926.36 476,495,567.42 (1,318,641.06) -0.3%
Net Sales and Services of Educational Activities 10,779,239.93 11,070,814.69 (291,574.76) -2.6%
Net Sales and Services of Hospitals 944,979,047.92 888,843,435.88 56,135,612.04 6.3%
Net Professional Fees 521,399,186.28 459,344,660.48 62,054,525.80 13.5%
Net Auxiliary Enterprises 22,324,086.02 22,785,417.15 (461,331.13) -2.0%
Other Operating Revenues 98,769,526.19 93,095,228.87 5,674,297.32 6.1%
Total Operating Revenues 2,093,092,755.70  1,970,574,553.82 122,518,201.88 6.2%
Operating Expenses
Salaries and Wages 1,156,938,946.45  1,074,227,747.15 82,711,199.30 7.7%
Payroll Related Costs 300,909,520.38 275,659,477.58 25,250,042.80 9.2%
Membership Dues 2,795,710.68 - 2,795,710.68 100.0%
Registration Fees/Meetings/Conferences 5,564,169.77 - 5,564,169.77 100.0%
Cost of Goods Sold 5,166,146.23 5,142,491.00 23,655.23 0.5%
Professional Fees and Services 55,766,884.99 71,878,582.21 (16,111,697.22) -22.4%
Other Contracted Services 107,641,410.26 93,732,436.10 13,908,974.16 14.8%
Fees and Other Charges 3,333,241.32 - 3,333,241.32 100.0%
Travel 11,602,049.82 10,803,627.02 798,422.80 7.4%
Materials and Supplies 367,367,917.79 325,488,588.80 41,879,328.99 12.9%
Utilities 19,177,795.76 17,276,667.41 1,901,128.35 11.0%
Communications 10,074,297.80 9,455,057.99 619,239.81 6.5%
Repairs and Maintenance 16,335,007.69 12,822,926.52 3,512,081.17 27.4%
Rentals and Leases 8,036,412.30 7,192,924.74 843,487.56 11.7%
Printing and Reproduction 2,299,227.43 2,204,459.90 94,767.53 4.3%
Royalty Payments 2,170,241.80 - 2,170,241.80 100.0%
Insurance Costs/Premiums 2,281,993.10 - 2,281,993.10 100.0%
Scholarships and Fellowships 1,542,025.19 1,137,966.87 404,058.32 35.5%
Depreciation and Amortization 136,799,553.45 132,028,859.15 4,770,694.30 3.6%
Federal Sponsored Program Pass-Through to Other State Agencies 1,681,910.01 2,019,640.05 (337,730.04) -16.7%
Other Operating Expenses 25,897,573.00 54,167,112.77 (28,269,539.77) -52.2%
Total Operating Expenses 2,243,382,035.22  2,095,238,565.26 148,143,469.96 7.1%
Operating Loss (150,289,279.52)  (124,664,011.44) (25,625,268.08) -20.6%
Other Nonoperating Adjustments
State Appropriations 158,215,549.55 154,791,500.00 3,424,049.55 2.2%
Gift Contributions for Operations 33,743,923.47 68,855,096.02 (35,111,172.55) -51.0%
Net Investment Income 100,959,644.80 82,364,283.78 18,595,361.02 22.6%
Interest Expense on Capital Asset Financings (28,267,008.30) (25,461,679.60) (2,805,328.70) -11.0%
Net Other Nonoperating Adjustments 264,652,109.52 280,549,200.20 (15,897,090.68) -5.7%
Adjusted Income (Loss) including Depreciation & Amortization 114,362,830.00 155,885,188.76 (41,522,358.76) -26.6%
Adjusted Margin % including Depreciation & Amortization 4.8% 6.8%
Investment Gain (Losses) 80,495,458.67 (66,665,006.18) 147,160,464.85 220.7%
Adj. Inc. (Loss) with Investment Gains (Losses) 194,858,288.67 89,220,182.58 105,638,106.09 118.4%
Adj. Margin % with Investment Gains (Losses) 7.9% 4.0%
Adjusted Income (Loss) excluding Depreciation & Amortization 251,162,383.45 287,914,047.91 (36,751,664.46) -12.8%

Adjusted Margin % excluding Depreciation & Amortization
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UNAUDITED

The University of Texas Medical Branch at Galveston

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 32,120,205.95 29,888,600.17 2,231,605.78 7.5%
Sponsored Programs 163,831,348.91 163,048,036.06 783,312.85 0.5%
Net Sales and Services of Educational Activities 15,879,101.52 14,796,546.94 1,082,554.58 7.3%
Net Sales and Services of Hospitals 938,132,476.30 846,275,230.95 91,857,245.35 10.9%
Net Professional Fees 164,392,423.52 147,635,896.39 16,756,527.13 11.3%
Net Auxiliary Enterprises 9,586,841.80 8,336,154.34 1,250,687.46 15.0%
Other Operating Revenues 42,279,270.51 45,523,298.97 (3,244,028.46) -7.1%
Total Operating Revenues 1,366,221,668.51  1,255,503,763.82 110,717,904.69 8.8%
Operating Expenses
Salaries and Wages 856,605,793.72 804,325,076.65 52,280,717.07 6.5%
Payroll Related Costs 235,622,710.86 219,119,864.40 16,502,846.46 7.5%
Membership Dues 1,841,524.82 - 1,841,524.82 100.0%
Registration Fees/Meetings/Conferences 2,590,261.49 - 2,590,261.49 100.0%
Cost of Goods Sold 83,108,925.23 74,616,384.09 8,492,541.14 11.4%
Professional Fees and Services 33,107,327.98 32,835,848.13 271,479.85 0.8%
Other Contracted Services 97,559,961.73 98,447,434.57 (887,472.84) -0.9%
Fees and Other Charges 1,354,476.18 - 1,354,476.18 100.0%
Travel 6,595,087.64 6,371,859.24 223,228.40 3.5%
Materials and Supplies 132,392,381.66 131,376,305.99 1,016,075.67 0.8%
Utilities 28,479,448.93 29,627,638.30 (1,148,189.37) -3.9%
Communications 8,556,751.33 8,190,690.61 366,060.72 4.5%
Repairs and Maintenance 37,222,253.51 38,203,321.52 (981,068.01) -2.6%
Rentals and Leases 21,896,722.81 21,287,397.48 609,325.33 2.9%
Printing and Reproduction 1,278,769.94 1,370,360.39 (91,590.45) -6.7%
Royalty Payments 2,413,305.97 - 2,413,305.97 100.0%
Insurance Costs/Premiums 8,706,660.62 - 8,706,660.62 100.0%
Scholarships and Fellowships 5,948,774.83 5,899,946.15 48,828.68 0.8%
Depreciation and Amortization 122,762,515.68 103,407,420.99 19,355,094.69 18.7%
Federal Sponsored Program Pass-Through to Other State Agencies 737,293.79 729,722.16 7,571.63 1.0%
Other Operating Expenses 14,057,148.81 27,683,707.34 (13,626,558.53) -49.2%
Total Operating Expenses 1,702,838,097.53  1,603,492,978.01 99,345,119.52 6.2%
Operating Loss (336,616,429.02)  (347,989,214.19) 11,372,785.17 3.3%
Other Nonoperating Adjustments
State Appropriations 312,333,563.97 302,963,788.55 9,369,775.42 3.1%
Nonexchange Sponsored Programs 755,198.00 918,121.40 (162,923.40) -17.7%
Gift Contributions for Operations 6,420,422.14 8,193,663.35 (1,773,241.21) -21.6%
Net Investment Income 39,486,025.82 39,195,793.38 290,232.44 0.7%
Interest Expense on Capital Asset Financings (19,421,369.75) (10,875,374.02) (8,545,995.73) -78.6%
Net Other Nonoperating Adjustments 339,573,840.18 340,395,992.66 (822,152.48) -0.2%
Adjusted Income (Loss) including Depreciation & Amortization 2,957,411.16 (7,593,221.53) 10,550,632.69 138.9%
Adjusted Margin % including Depreciation & Amortization 0.2% -0.5%
Investment Gain (Losses) 37,092,206.20 (26,342,239.08) 63,434,445.28 240.8%
Adj. Inc. (Loss) with Investment Gains (Losses) 40,049,617.36 (33,935,460.61) 73,985,077.97 218.0%
Adj. Margin % with Investment Gains (Losses) 2.3% -2.1%
Adjusted Income (Loss) excluding Depreciation & Amortization 125,719,926.84 95,814,199.46 29,905,727.38 31.2%

Adjusted Margin % excluding Depreciation & Amortization
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UNAUDITED

The University of Texas Health Science Center at Houston

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 45,689,702.90 42,846,774.56 2,842,928.34 6.6%
Sponsored Programs 599,417,148.89 591,321,052.83 8,096,096.06 1.4%
Net Sales and Services of Educational Activities 32,789,566.79 32,025,552.06 764,014.73 2.4%
Net Sales and Services of Hospitals 57,783,335.29 62,171,034.01 (4,387,698.72) -7.1%
Net Professional Fees 289,625,006.46 276,113,641.23 13,511,365.23 4.9%
Net Auxiliary Enterprises 24,400,236.89 23,898,200.10 502,036.79 2.1%
Other Operating Revenues 34,842,531.46 52,034,482.12 (17,191,950.66) -33.0%
Total Operating Revenues 1,084,547,528.68  1,080,410,736.91 4,136,791.77 0.4%
Operating Expenses
Salaries and Wages 766,114,062.24 695,952,913.11 70,161,149.13 10.1%
Payroll Related Costs 173,938,924.80 161,483,021.23 12,455,903.57 7.7%
Membership Dues 1,755,899.65 - 1,755,899.65 100.0%
Registration Fees/Meetings/Conferences 2,737,701.86 - 2,737,701.86 100.0%
Cost of Goods Sold 17,437,180.32 19,305,693.26 (1,868,512.94) -9.7%
Professional Fees and Services 52,151,284.99 57,620,112.67 (5,468,827.68) -9.5%
Other Contracted Services 63,597,614.94 65,014,968.58 (1,417,353.64) -2.2%
Fees and Other Charges 10,987,827.63 - 10,987,827.63 100.0%
Travel 9,308,311.45 9,086,645.65 221,665.80 2.4%
Materials and Supplies 49,922,683.62 51,445,391.32 (1,522,707.70) -3.0%
Utilities 13,729,070.61 13,596,223.66 132,846.95 1.0%
Communications 5,482,212.86 4,813,081.45 669,131.41 13.9%
Repairs and Maintenance 12,699,772.03 10,311,344.01 2,388,428.02 23.2%
Rentals and Leases 29,751,401.87 27,679,902.33 2,071,499.54 7.5%
Printing and Reproduction 5,436,945.62 5,446,233.71 (9,288.09) -0.2%
Royalty Payments 1,728,375.11 - 1,728,375.11 100.0%
Insurance Costs/Premiums 9,455,839.64 - 9,455,839.64 100.0%
Scholarships and Fellowships 4,001,767.60 4,190,304.11 (188,536.51) -4.5%
Depreciation and Amortization 51,282,000.73 51,413,870.97 (131,870.24) -0.3%
Federal Sponsored Program Pass-Through to Other State Agencies 5,191,401.91 5,060,516.05 130,885.86 2.6%
Other Operating Expenses 13,033,767.50 35,705,591.90 (22,671,824.40) -63.5%
Total Operating Expenses 1,299,744,046.98  1,218,125,814.01 81,618,232.97 6.7%
Operating Loss (215,196,518.30)  (137,715,077.10) (77,481,441.20) -56.3%
Other Nonoperating Adjustments
State Appropriations 180,356,169.52 171,967,947.26 8,388,222.26 4.9%
Nonexchange Sponsored Programs 304,702.29 339,112.00 (34,409.71) -10.1%
Gift Contributions for Operations 16,016,830.39 16,777,826.42 (760,996.03) -4.5%
Net Investment Income 31,878,869.38 30,030,588.74 1,848,280.64 6.2%
Interest Expense on Capital Asset Financings (10,249,815.70) (9,074,528.10) (1,175,287.60) -13.0%
Net Other Nonoperating Adjustments 218,306,755.88 210,040,946.32 8,265,809.56 3.9%
Adjusted Income (Loss) including Depreciation & Amortization 3,110,237.58 72,325,869.22 (69,215,631.64) -95.7%
Adjusted Margin % including Depreciation & Amortization 0.2% 5.6%
Investment Gain (Losses) 35,371,869.79 (19,286,835.74) 54,658,705.53 283.4%
Adj. Inc. (Loss) with Investment Gains (Losses) 38,482,107.37 53,039,033.48 (14,556,926.11) -27.4%
Adj. Margin % with Investment Gains (Losses) 2.9% 4.1%
Adjusted Income (Loss) excluding Depreciation & Amortization 54,392,238.31 123,739,740.19 (69,347,501.88) -56.0%

Adjusted Margin % excluding Depreciation & Amortization
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August 23-24, 2017 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

UNAUDITED

The University of Texas Health Science Center at San Antonio
Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 33,936,648.33 32,097,314.17 1,839,334.16 5.7%
Sponsored Programs 250,490,397.06 246,775,649.00 3,714,748.06 1.5%
Net Sales and Services of Educational Activities 15,989,281.52 14,965,458.18 1,023,823.34 6.8%
Net Professional Fees 159,062,892.85 156,031,278.71 3,031,614.14 1.9%
Net Auxiliary Enterprises 5,123,944.05 5,004,593.17 119,350.88 2.4%
Other Operating Revenues 25,902,816.44 28,601,093.55 (2,698,277.11) -9.4%
Total Operating Revenues 490,505,980.25 483,475,386.78 7,030,593.47 1.5%
Operating Expenses
Salaries and Wages 366,458,186.68 348,090,199.76 18,367,986.92 5.3%
Payroll Related Costs 103,285,794.01 98,757,229.58 4,528,564.43 4.6%
Membership Dues 2,838,595.64 - 2,838,595.64 100.0%
Registration Fees/Meetings/Conferences 5,164,717.94 - 5,164,717.94 100.0%
Professional Fees and Services 19,408,971.94 17,457,476.70 1,951,495.24 11.2%
Other Contracted Services 22,058,621.20 24,909,408.48 (2,850,787.28) -11.4%
Fees and Other Charges 1,688,336.93 - 1,688,336.93 100.0%
Travel 4,498,149.36 4,193,686.64 304,462.72 7.3%
Materials and Supplies 46,677,171.26 39,374,793.98 7,302,377.28 18.5%
Utilities 15,480,575.00 15,497,140.00 (16,565.00) -0.1%
Communications 4,948,489.79 9,849,068.79 (4,900,579.00) -49.8%
Repairs and Maintenance 6,658,994.63 4,552,661.65 2,106,332.98 46.3%
Rentals and Leases 3,698,313.49 5,396,666.68 (1,698,353.19) -31.5%
Printing and Reproduction 2,052,312.55 1,571,023.26 481,289.29 30.6%
Royalty Payments 136,937.53 - 136,937.53 100.0%
Insurance Costs/Premiums 1,603,939.51 - 1,603,939.51 100.0%
Scholarships and Fellowships 6,584,533.45 5,759,616.56 824,916.89 14.3%
Depreciation and Amortization 43,333,333.33 44,166,666.67 (833,333.34) -1.9%
Federal Sponsored Program Pass-Through to Other State Agencies 1,458,333.33 1,291,666.67 166,666.66 12.9%
Other Operating Expenses 22,672,182.99 31,148,610.02 (8,476,427.03) -27.2%
Total Operating Expenses 680,706,490.56 652,015,915.44 28,690,575.12 4.4%
Operating Loss (190,200,510.31)  (168,540,528.66) (21,659,981.65) -12.9%
Other Nonoperating Adjustments
State Appropriations 144,663,970.00 140,515,948.33 4,148,021.67 3.0%
Nonexchange Sponsored Programs 1,041,666.67 1,083,333.33 (41,666.66) -3.8%
Gift Contributions for Operations 22,101,011.67 11,924,582.56 10,176,429.11 85.3%
Net Investment Income 32,641,688.02 31,054,939.99 1,586,748.03 5.1%
Interest Expense on Capital Asset Financings (8,347,192.80) (6,793,962.40) (1,553,230.40) -22.9%
Net Other Nonoperating Adjustments 192,101,143.56 177,784,841.81 14,316,301.75 8.1%
Adjusted Income (Loss) including Depreciation & Amortization 1,900,633.25 9,244,313.15 (7,343,679.90) -79.4%
Adjusted Margin % including Depreciation & Amortization 0.3% 1.4%
Investment Gain (Losses) 37,299,204.28 (24,553,170.65) 61,852,374.93 251.9%
Adj. Inc. (Loss) with Investment Gains (Losses) 39,199,837.53 (15,308,857.50) 54,508,695.03 356.1%
Adj. Margin % with Investment Gains (Losses) 5.4% -2.4%
Adjusted Income (Loss) excluding Depreciation & Amortization 45,233,966.58 53,410,979.82 (8,177,013.24) -15.3%

Adjusted Margin % excluding Depreciation & Amortization
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UNAUDITED

The University of Texas M. D. Anderson Cancer Center

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 1,938,737.63 1,615,567.82 323,169.81 20.0%
Sponsored Programs 295,257,977.50 262,859,249.99 32,398,727.51 12.3%
Net Sales and Services of Educational Activities 1,751,032.55 1,664,901.67 86,130.88 5.2%
Net Sales and Services of Hospitals 2,812,363,439.01  2,625,831,796.30 186,531,642.71 7.1%
Net Professional Fees 348,222,558.17 331,715,148.76 16,507,409.41 5.0%
Net Auxiliary Enterprises 37,182,519.52 34,984,092.24 2,198,427.28 6.3%
Other Operating Revenues 83,609,312.44 85,377,055.53 (1,767,743.09) -2.1%
Total Operating Revenues 3,680,325,576.82  3,344,047,812.31 236,277,764.51 7.1%
Operating Expenses
Salaries and Wages 1,581,662,866.18  1,587,441,886.02 (5,779,019.84) -0.4%
Payroll Related Costs 485,742,803.60 461,258,045.23 24,484,758.37 5.3%
Membership Dues 5,245,021.04 - 5,245,021.04 100.0%
Registration Fees/Meetings/Conferences 3,003,866.08 - 3,003,866.08 100.0%
Cost of Goods Sold 1,896,202.92 1,834,391.87 61,811.05 3.4%
Professional Fees and Services 161,978,899.21 176,042,878.47 (14,063,979.26) -8.0%
Other Contracted Services 98,562,010.89 133,606,881.83 (35,044,870.94) -26.2%
Fees and Other Charges 13,864,861.54 - 13,864,861.54 100.0%
Travel 14,939,000.43 16,247,380.66 (1,308,380.23) -8.1%
Materials and Supplies 711,955,013.97 673,988,149.27 37,966,864.70 5.6%
Utilities 38,842,689.83 37,696,365.30 1,146,324.53 3.0%
Communications 10,079,733.50 9,382,374.59 697,358.91 7.4%
Repairs and Maintenance 85,158,443.87 89,728,835.93 (4,570,392.06) -5.1%
Rentals and Leases 37,979,221.54 36,906,224.97 1,072,996.57 2.9%
Printing and Reproduction 4,904,465.87 4,050,816.89 853,648.98 21.1%
Royalty Payments 772,880.99 - 772,880.99 100.0%
Insurance Costs/Premiums 7,195,406.34 - 7,195,406.34 100.0%
Scholarships and Fellowships 2,285,563.50 2,649,366.88 (363,803.38) -13.7%
Depreciation and Amortization 311,119,912.10 302,412,644.22 8,707,267.88 2.9%
Federal Sponsored Program Pass-Through to Other State Agencies 353,678.76 517,233.01 (163,554.25) -31.6%
State Sponsored Program Pass-Through to Other State Agencies 1,718,904.00 615,585.77 1,103,318.23 179.2%
Other Operating Expenses 7,747,651.16 28,361,995.58 (20,614,344.42) -72.7%
Total Operating Expenses 3,587,009,097.32  3,562,741,056.49 24,268,040.83 0.7%
Operating Loss (6,683,520.50)  (218,693,244.18) 212,009,723.68 96.9%
Other Nonoperating Adjustments
State Appropriations 173,227,753.93 167,865,027.50 5,362,726.43 3.2%
Nonexchange Sponsored Programs 1,211,499.88 1,781,706.88 (570,207.00) -32.0%
Gift Contributions for Operations 107,734,778.52 115,883,087.28 (8,148,308.76) -7.0%
Net Investment Income 110,483,649.45 83,305,790.95 27,177,858.50 32.6%
Interest Expense on Capital Asset Financings (29,585,708.60) (28,313,578.30) (1,272,130.30) -4.5%
Net Other Nonoperating Adjustments 363,071,973.18 340,522,034.31 22,549,938.87 6.6%
Adjusted Income (Loss) including Depreciation & Amortization 356,388,452.68 121,828,790.13 234,559,662.55 192.5%
Adjusted Margin % including Depreciation & Amortization 9.0% 3.3%
Investment Gain (Losses) 153,403,016.76 (58,163,682.01) 211,566,698.77 363.7%
Adj. Inc. (Loss) with Investment Gains (Losses) 509,791,469.44 63,665,108.12 446,126,361.32 700.7%
Adj. Margin % with Investment Gains (Losses) 12.4% 1.7%
Adjusted Income (Loss) excluding Depreciation & Amortization 667,508,364.78 424,241,434.35 243,266,930.43 57.3%

Adjusted Margin % excluding Depreciation & Amortization
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UNAUDITED

The University of Texas Health Science Center at Tyler

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending June 30, 2017

June June
Year-to-Date Year-to-Date Fluctuation
FY 2017 FY 2016 Variance Percentage
Operating Revenues
Net Student Tuition and Fees 139,256.04 102,617.89 36,638.15 35.7%
Sponsored Programs 28,734,482.47 22,384,397.01 6,350,085.46 28.4%
Net Sales and Services of Educational Activities 1,985,587.29 1,735,206.35 250,380.94 14.4%
Net Sales and Services of Hospitals 49,711,969.39 47,598,617.35 2,113,352.04 4.4%
Net Professional Fees 15,214,230.59 13,529,232.39 1,684,998.20 12.5%
Net Auxiliary Enterprises 169,064.51 187,466.95 (18,402.44) -9.8%
Other Operating Revenues 15,486,044.17 21,663,757.31 (6,177,713.14) -28.5%
Total Operating Revenues 111,440,634.46 107,201,295.25 4,239,339.21 4.0%
Operating Expenses
Salaries and Wages 82,875,276.60 77,977,477.75 4,897,798.85 6.3%
Payroll Related Costs 26,335,649.72 23,793,766.43 2,541,883.29 10.7%
Membership Dues 238,233.11 - 238,233.11 100.0%
Registration Fees/Meetings/Conferences 293,343.41 - 293,343.41 100.0%
Cost of Goods Sold 92,710.43 106,236.90 (13,526.47) -12.7%
Professional Fees and Services 10,691,202.01 9,704,771.94 986,430.07 10.2%
Other Contracted Services 8,188,869.79 10,244,737.72 (2,055,867.93) -20.1%
Fees and Other Charges 766,686.44 - 766,686.44 100.0%
Travel 700,732.84 600,123.21 100,609.63 16.8%
Materials and Supplies 20,491,258.85 19,242,099.63 1,249,159.22 6.5%
Utilities 1,891,095.99 1,590,622.05 300,473.94 18.9%
Communications 893,988.75 941,516.63 (47,527.88) -5.0%
Repairs and Maintenance 5,028,214.70 4,848,164.24 180,050.46 3.7%
Rentals and Leases 1,427,247.19 1,060,957.13 366,290.06 34.5%
Printing and Reproduction 74,896.51 55,677.90 19,218.61 34.5%
Insurance Costs/Premiums 168,327.24 - 168,327.24 100.0%
Scholarships and Fellowships 78,550.56 111,934.50 (33,383.94) -29.8%
Depreciation and Amortization 10,004,547.56 9,030,704.46 973,843.10 10.8%
Federal Sponsored Program Pass-Through to Other State Agencies 549,588.16 166,676.59 382,911.57 229.7%
Other Operating Expenses 2,536,978.98 2,865,283.16 (328,304.18) -11.5%
Total Operating Expenses 173,327,398.84 162,340,750.24 10,986,648.60 6.8%
Operating Loss (61,886,764.38) (55,139,454.99) (6,747,309.39) -12.2%
Other Nonoperating Adjustments
State Appropriations 46,006,538.47 44,926,288.27 1,080,250.20 2.4%
Gift Contributions for Operations 367,337.83 428,321.57 (60,983.74) -14.2%
Net Investment Income 3,497,973.52 3,410,705.50 87,268.02 2.6%
Interest Expense on Capital Asset Financings (1,472,614.70) (1,103,078.10) (369,536.60) -33.5%
Net Other Nonoperating Adjustments 48,399,235.12 47,662,237.24 736,997.88 1.5%
Adjusted Income (Loss) including Depreciation & Amortization (13,487,529.26) (7,477,217.75) (6,010,311.51) -80.4%
Adjusted Margin % including Depreciation & Amortization -8.4% -4.8%
Investment Gain (Losses) 2,856,570.99 (1,998,848.24) 4,855,419.23 242.9%
Adj. Inc. (Loss) with Investment Gains (Losses) (10,630,958.27) (9,476,065.99) (1,154,892.28) -12.2%
Adj. Margin % with Investment Gains (Losses) -6.5% -6.2%
Adjusted Income (Loss) excluding Depreciation & Amortization (3,482,981.70) 1,553,486.71 (5,036,468.41) -324.2%
Adjusted Margin % excluding Depreciation & Amortization -2.2% 1.0%
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3. U. T. System Board of Regents: Adoption of resolutions authorizing certain bond
enhancement agreements for Revenue Financing System debt and Permanent
University Fund debt, including ratification of U. T. System Interest Rate Swap

Policy

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor and the Executive
Vice Chancellor for Business Affairs that the U. T. System Board of Regents adopt resolutions
substantially in the form set out on the following pages (the Resolutions) authorizing appropriate
officers of the U. T. System to enter into bond enhancement agreements related to its Revenue
Financing System (RFS) and Permanent University Fund (PUF) debt programs in accordance
with the U. T. System Interest Rate Swap Policy and to take any and all actions necessary to
carry out the intentions of the U. T. System Board of Regents.

BACKGROUND INFORMATION

Texas Education Code Section 65.461 provides specific authority to the U. T. System Board of
Regents to enter into "bond enhancement agreements," which include interest rate swaps and
related agreements in connection with administration of the U. T. System's RFS and PUF debt
programs.

The U. T. System Interest Rate Swap Policy was approved by the Board of Regents as a
Regental Policy on February 13, 2003, and was incorporated into the Regents' Rules and
Regulations, Rule 70202, on December 10, 2004. The Rule was subsequently amended on
August 23, 2007. Section 1371.056(1) of the Texas Government Code requires that while an
interest rate management agreement transaction is outstanding, the governing body of the
issuer shall review and ratify or modify its related risk management policy at least biennially.

On August 25, 2016, the Board approved bond enhancement agreement resolutions for

FY 2017. Approval of this item would authorize the execution of bond enhancement agreement
transactions related to RFS and PUF debt in accordance with the U. T. System Interest Rate
Swap Policy for FY 2018 and will ratify the existing U. T. System Interest Rate Swap Policy, set
out as Exhibit B, as required by Texas Government Code Section 1371.056. The determination
to utilize bond enhancement agreements will be made based on market conditions at the time of
pricing the related debt issuance. The Chancellor and the Chairman of the Board's Finance and
Planning Committee will be informed in advance of any proposed transactions to be undertaken
pursuant to the resolutions.
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A RESOLUTION AUTHORIZING THE EXECUTION AND DELIVERY OF BOND
ENHANCEMENT AGREEMENTS RELATING TO REVENUE FINANCING SYSTEM DEBT
AND AUTHORIZING AND APPROVING OTHER INSTRUMENTS AND PROCEDURES
RELATING TO SAID AGREEMENTS

August 24,2017

WHEREAS, the Board of Regents (the "Board") of The University of Texas System (the
"System") is the governing body of the System, an institution of higher education under the Texas Education
Code and an agency of the State of Texas; and

WHEREAS, on February 14, 1991, the Board adopted the First Amended and Restated Master
Resolution Establishing The University of Texas System Revenue Financing System and amended such
resolution on October 8, 1993, and August 14, 1997 (referred to herein as the "Master Resolution"); and

WHEREAS, unless otherwise defined herein, terms used herein shall have the meaning given in
the Master Resolution or as set forth in Exhibit A hereto; and

WHEREAS, the Master Resolution establishes the Revenue Financing System comprised of the
institutions now or hereafter constituting components of the System that are designated "Members" of the
Financing System by action of the Board and pledges the Pledged Revenues attributable to each Member
of the Financing System to the payment of Parity Debt to be outstanding under the Master Resolution; and

WHEREAS, the Board has adopted Supplemental Resolutions to the Master Resolution
authorizing the issuance of Parity Debt thereunder as special, limited obligations of the Board payable
solely from and secured by a lien on and pledge of Pledged Revenues pledged for the equal and
proportionate benefit and security of all owners of Parity Debt; and

WHEREAS, the Board has previously entered into certain Executed Master Agreements (as
defined herein) with certain counterparties setting forth the terms and conditions applicable to each
Confirmation (as defined herein) executed or to be executed thereunder; and

WHEREAS, the Board hereby desires to ratify and approve the System's Interest Rate Swap
Policy, a copy of which is attached hereto as Exhibit B, and to severally authorize each Authorized
Representative (as defined in the System's Interest Rate Swap Policy) to enter into Bond Enhancement
Agreements (as defined herein) from time to time, all as provided in this Resolution.

NOW THEREFORE BE IT RESOLVED, that

SECTION 1. DEFINITIONS. In addition to the definitions set forth in the preamble of this
Resolution, the terms used in this Resolution and not otherwise defined shall have the meanings given in
the Master Resolution or in Exhibit A to this Resolution attached hereto and made a part hereof.

SECTION 2. AUTHORIZATION OF BOND ENHANCEMENT AGREEMENTS.

(a) Delegation. Each Authorized Representative is hereby severally authorized to act on behalf of
the Board in accepting and executing new or amended confirmations under one or more of the Master
Agreements (each, a "Confirmation", and collectively with the applicable Master Agreement, a "Bond
Enhancement Agreement") when, in his or her judgment, the execution of such Confirmation is consistent
with this Resolution and the System's Interest Rate Swap Policy (except to the extent provided for in Section
2(h) hereof) and either (i) the transaction is expected to reduce the net interest to be paid by the Board with
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respect to any then outstanding Parity Debt or Parity Debt anticipated to be issued in the future over the
term of the Bond Enhancement Agreement or (ii) the transaction is in the best interests of the Board given
the market conditions at that time. Prior to entering into any such transaction, an Authorized Representative
must deliver to the General Counsel of the Board a certificate setting forth the determinations of the
Authorized Representative in connection with the foregoing. Each Authorized Representative is also
severally authorized to execute any required novation agreement related to the execution and delivery of a
new or amended Confirmation undertaken in conjunction with the novation of an existing Confirmation.
The delegation to each Authorized Representative to execute and deliver Bond Enhancement Agreements
on behalf of the Board under this Resolution shall expire on September 1, 2017.

(b) Authorizing Law and Treatment as Credit Agreement. The Board hereby determines that any
such Bond Enhancement Agreement entered into by an Authorized Representative pursuant to this
Resolution is necessary or appropriate to place the Board's obligations with respect to its outstanding Parity
Debt or Parity Debt anticipated to be issued in the future on the interest rate, currency, cash flow or other
basis set forth in such Bond Enhancement Agreement as approved and executed on behalf of the Board by
an Authorized Representative. Each Bond Enhancement Agreement constitutes a "Credit Agreement" as
defined in the Master Resolution and a "bond enhancement agreement" under Section 65.461 of the Texas
Education Code, as amended ("Section 65.461"). Pursuant to Section 65.461, a Bond Enhancement
Agreement authorized and executed by an Authorized Representative under this Resolution shall not be
considered a "credit agreement" under Chapter 1371 of the Texas Government Code, as amended (" Chapter
1371"), unless specifically designated as such by such Authorized Representative. In the event an
Authorized Representative elects to treat a Bond Enhancement Agreement authorized by this Resolution as
a "credit agreement" under Chapter 1371 and this Resolution has not previously been submitted to the
Attorney General by an Authorized Representative, such Authorized Representative shall submit this
Resolution to the Attorney General for review and approval in accordance with the requirements of Chapter
1371 as the proceedings authorizing Bond Enhancement Agreements entered into by the Board pursuant to
this Resolution.

(c) Maximum Term. The maximum term of each Bond Enhancement Agreement authorized by this
Resolution shall not exceed the maturity date of the then outstanding related Parity Debt or the related Parity
Debt anticipated to be issued in the future, as applicable.

(d) Notional Amount. The notional amount of any Bond Enhancement Agreement authorized by
this Resolution shall not at any time exceed the aggregate principal amount of the then outstanding related
Parity Debt and related Parity Debt anticipated to be issued in the future, as applicable; provided that the
aggregate notional amount of multiple Bond Enhancement Agreements relating to the same Parity Debt
may exceed the principal amount of the related Parity Debt if such Bond Enhancement Agreements are for
different purposes, as evidenced for example by different rates for calculating payments owed, and the
aggregate notional amount of any such Bond Enhancement Agreements for the same purpose otherwise
satisfies the foregoing requirements.

(e) Early Termination. No Confirmation entered into pursuant to this Resolution shall contain early
termination provisions at the option of the counterparty except upon the occurrence of an event of default
or an additional termination event, as prescribed in the applicable Master Agreement. In addition to
subsections (a) and (b) of Section 6 hereof, each Authorized Representative is hereby severally authorized
to terminate any Bond Enhancement when, in his or her judgment, such termination is in the best interests
of the Board given the market conditions at that time.

(f) Maximum Rate. No Bond Enhancement Agreement authorized by this Resolution shall be
payable at a rate greater than the maximum rate allowed by law.
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(g) Credit Enhancement. An Authorized Representative may obtain credit enhancement for any
Bond Enhancement Agreement if such Authorized Representative, as evidenced by a certificate delivered
to the General Counsel to the Board, has determined that after taking into account the cost of such credit
enhancement, such credit enhancement will reduce the amount payable by the Board pursuant to such Bond
Enhancement Agreement; provided that the annual cost of credit enhancement on any Bond Enhancement
Agreement entered into pursuant to this Resolution may not exceed 0.50% of the notional amount of such
Bond Enhancement Agreement.

(h) Deutsche Bank Credit Rating. Notwithstanding anything else in this Resolution or the System’s
Interest Rate Swap Policy to the contrary, an Authorized Representative is authorized specifically to execute
a Bond Enhancement Agreement described in Section 4(a)(4) with Deutsche Bank AG, New York Branch
(“Deutsche Bank™), provided that if Deutsche Bank does not have a long term rating of at least A/A2, any
new Bond Enhancement Agreements executed with Deutsche Bank AG shall require Deutsche Bank to post
collateral for the benefit of the Board at a zero threshold as security for Deutsche Bank’s obligations under
such Bond Enhancement Agreement. The Board hereby finds that entering into a Bond Enhancement
Agreement contemplated by this subsection would constitute a beneficial transaction for the System and
would be in the best interest of the Board, and upon the execution of such a Bond Enhancement Agreement,
the Board hereby deems the System’s Interest Rate Swap Policy to be amended to permit such a Bond
Enhancement Agreement. Additionally, the Board's current Bond Enhancement Agreements with Deutsche
Bank executed pursuant to the Board's resolution dated January 11, 2017 are hereby found to be within the
System’s Interest Rate Swap Policy as amended in accordance with Section 2(h) of such resolution.

SECTION 3. BOND ENHANCEMENT AGREEMENTS AS PARITY DEBT. The costs of
any Bond Enhancement Agreement and the amounts payable thereunder shall be payable out of Pledged
Revenues and each Bond Enhancement Agreement shall constitute Parity Debt under the Master
Resolution, except to the extent that a Bond Enhancement Agreement provides that an obligation of the
Board thereunder shall be payable from and secured by a lien on Pledged Revenues subordinate to the lien
securing the payment of the Parity Debt. The Board determines that this Resolution shall constitute a
Supplemental Resolution to the Master Resolution and as required by Section 5(a) of the Master Resolution,
the Board further determines that upon the delivery of the Bond Enhancement Agreements authorized by
this Resolution it will have sufficient funds to meet the financial obligations of the System, including
sufficient Pledged Revenues to satisfy the Annual Debt Service Requirements of the Financing System and
to meet all financial obligations of the Board relating to the Financing System and that the Members on
whose behalf such Bond Enhancement Agreements are entered into possess the financial capacity to satisfy
their Direct Obligations after taking such Bond Enhancement Agreements into account.

SECTION 4. AUTHORIZATION FOR SPECIFIC TRANSACTIONS. (a) In addition to the
authority otherwise granted in this Resolution, each Authorized Representative is hereby severally granted
continuing authority to enter into the following specific transactions pursuant to a Confirmation (or other
agreement or instrument deemed necessary by an Authorized Representative) upon satisfaction of the
following respective conditions:

(1) Floating-to-fixed rate interest rate swap transactions under which the Board would pay an
amount based upon a fixed rate of interest and the counterparty would pay an amount based upon a variable
rate of interest with respect to Parity Debt then outstanding bearing interest at a variable rate and Parity
Debt anticipated to be issued in the future that will bear interest at a variable rate, as applicable. Prior to
entering into such transaction, an Authorized Representative must deliver to the General Counsel to the
Board a certificate to the effect that (i) the synthetic fixed rate to the Board pursuant to the swap transaction
is lower than the rate available to the Board for comparable fixed rate debt at the time of the swap
transaction, and (ii) if the variable rate being paid or expected to be paid by the Board on the applicable
Parity Debt is computed on a basis different from the calculation of the variable rate to be received under
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the swap transaction over the stated term of such swap transaction, the basis risk of the transaction is
expected to be minimal based upon historical relationships between such bases.

2) Fixed-to-floating rate interest rate swap transactions under which the Board would pay an
amount based upon a variable rate of interest and the counterparty would pay an amount based upon a fixed
rate of interest, with respect to Parity Debt then outstanding bearing interest at a fixed rate and Parity Debt
anticipated to be issued in the future that will bear interest at a fixed rate, as applicable. Prior to entering
into such transaction an Authorized Representative must deliver to the General Counsel to the Board a
certificate to the effect that converting such portion of fixed rate Parity Debt to a variable rate pursuant to
the fixed-to-floating interest rate swap transaction would be beneficial to the System by (i) lowering the
anticipated net interest cost on the Parity Debt to be swapped against or (ii) assisting in the System's
asset/liability management by matching a portion of its variable rate assets with variable rate Parity Debt.

3) Basis swap transactions under which the Board would pay a variable rate of interest
computed on one basis, such as the Securities Industry and Financial Markets Association Municipal Swap
Index, and the counterparty would pay a variable rate of interest computed on a different basis, such as the
London Interbank Offered Rate ("LIBOR"), with respect to a designated maturity or principal amount of
outstanding Parity Debt and Parity Debt anticipated to be issued in the future, as applicable. Prior to
entering into such transaction, an Authorized Representative must deliver to the General Counsel to the
Board a certificate to the effect that by entering into the basis swap transaction the Board is expected to be
able to (i) achieve spread income or upfront cash payments, (ii) preserve call option and advance refunding
capability on its Parity Debt, (iii) lower net interest cost by effecting a percent of LIBOR synthetic refunding
without issuing additional bonds or acquiring credit enhancement, (iv) lower net interest cost on Parity Debt
by layering tax risk on top of a traditional or synthetic fixed rate financing, (v) preserve liquidity capacity,
or (vi) avoid the mark to market volatility of a fixed-to-floating or floating-to-fixed swap in changing
interest rate environments.

4) Basis swap transactions that are a combination of authority granted under subsections (1)
and (2) above under which the Board would pay a variable rate of interest computed on one basis, such as
LIBOR, and the counterparty would pay a fixed rate of interest (“Fixed Rate #1°), combined with a swap
under which the Board would receive the same variable rate of interest, and the counterparty would receive
a fixed rate of interest different than Fixed Rate #1, with respect to a given principal amount of Parity Debt
then outstanding or Parity Debt anticipated to be issued in the future. Prior to entering into such transaction,
an Authorized Representative must deliver to the General Counsel to the Board a certificate to the effect
that by entering into the basis swap transaction the Board is expected to be able to (i) achieve spread income
or upfront cash payments, or (ii) lowering the anticipated net interest cost on the related Parity Debt.

(5) Interest rate locks, caps, options, floors, and collars for the purpose of limiting the exposure
of the Board to adverse changes in interest rates in connection with outstanding Parity Debt or additional
Parity Debt anticipated to be issued in the future. Prior to entering into such a transaction, an Authorized
Representative must deliver to the General Counsel to the Board a certificate to the effect that such
transaction is expected to limit or eliminate such exposure.

(b) The foregoing is not intended to be a comprehensive list of permissible types of
transactions, but rather to specify additional conditions necessary to enter into the specified types of
transactions. The requirements of Section 2(a) above shall apply to any transaction not specified in
subsection (a) hereof.

SECTION 5. APPLICATION OF PAYMENTS RECEIVED UNDER BOND
ENHANCEMENT AGREEMENTS.
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(a) General. Except as further limited by subsection (b) hereof, to the extent the Board receives
payments pursuant to a Bond Enhancement Agreement, such payments shall be applied for any lawful

purpose.

(b) Payments under Chapter 1371 Credit Agreements. In the event an Authorized Representative
elects to treat a Bond Enhancement Agreement authorized by this Resolution as a "credit agreement" under
Chapter 1371 and such Bond Enhancement Agreement is executed and delivered pursuant to Chapter 1371,
to the extent that the Board receives payments pursuant to such a Bond Enhancement Agreement, such
payments shall be applied as follows: (i) to pay (A) debt service on the Parity Debt or anticipated issuance
of Parity Debt related to the Bond Enhancement Agreement, or (B) the costs to be financed by the Parity
Debt or anticipated issuance of Parity Debt related to the Bond Enhancement Agreement; provided that, if
applicable, such costs shall have been approved for construction by the Board; (ii) to pay other liabilities
or expenses that are secured on parity with or senior to the Parity Debt or anticipated issuance of Parity
Debt related to the Bond Enhancement Agreement; or (iii) to the extent that costs set forth in (i) and (ii)
have been satisfied, for any other lawful purpose.

SECTION 6. BOND ENHANCEMENT AGREEMENTS IN CONNECTION WITH
ANTICIPATED PARITY DEBT.

(a) Requirement to Terminate or Modify Agreement for Non-issuance of Anticipated Parity Debt.
In the event a Bond Enhancement Agreement is entered into under this Resolution in connection with the

anticipated issuance of Parity Debt and such Parity Debt is not actually issued on or prior to the effective
date of such agreement, an Authorized Representative shall either terminate such Bond Enhancement
Agreement or amend such Bond Enhancement Agreement in such event to (i) delay the effective date of
such Bond Enhancement Agreement; or (ii) replace such anticipated Parity Debt with any then outstanding
Parity Debt having the same types of interest rates (fixed or variable) as the anticipated Parity Debt.

(b) Requirement to Terminate or Modify Agreement for Notional Amount in Excess of Anticipated
Parity Debt as Issued. In the event a Bond Enhancement Agreement is entered into under this Resolution
in connection with the anticipated issuance of Parity Debt and such Bond Enhancement Agreement has a
notional amount that at any time exceeds the principal amount to be outstanding of such anticipated Parity
Debt as actually issued, an Authorized Representative shall either terminate such Bond Enhancement
Agreement or amend such Bond Enhancement Agreement to (i) reduce the notional amount of such Bond
Enhancement as appropriate so that such notional amount does not exceed at any time the principal amount
to be outstanding of such anticipated Parity Debt as actually issued or (ii) supplement or replace all or a
portion of such anticipated Parity Debt with any then outstanding Parity Debt having the same types of
interest rates (fixed or variable) as the anticipated Parity Debt as necessary to ensure that the notional
amount of such Bond Enhancement Agreement does not exceed at any time the principal amount of the
applicable Parity Debt.

(c) Board Recognition of Anticipated Parity Debt. No Bond Enhancement Agreement may be
entered into under this Resolution with respect to the Board's obligations under an anticipated future
issuance of Parity Debt unless such anticipated issuance of future debt shall have been recognized by official
action of the Board pursuant to (i) the Board's prior adoption of a resolution authorizing the issuance of
such debt, including, but not limited to, a resolution delegating the parameters of such issuance to an
Authorized Representative or a resolution authorizing the issuance of commercial paper notes, (ii) the
Board's prior approval of its then current Capital Improvement Program contemplating the financing of the
projects to be financed or refinanced by such anticipated issuance of debt and the amount of such debt to
be issued or the Board's other approval of such projects for financing or (iii) the Board's action pursuant to
subsection (e) hereof with respect to Parity Debt anticipated to be issued to refund outstanding Parity Debt.
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(d) Required Description of Anticipated Parity Debt. To the extent that a Bond Enhancement
Agreement is entered into under this Resolution with respect to the Board's obligations under an anticipated
future issuance of Parity Debt, an Authorized Representative must also deliver to the General Counsel to
the Board at the time such agreement is entered into a certificate with respect to such anticipated Parity
Debt stating: (i) the anticipated issuance date of such Parity Debt or a range of anticipated dates of up to
six months for such issuance, provided that such date or range of dates may not be more than the lesser of
seventy-two (72) months after the date of the applicable Confirmation or the latest date contemplated for
the issuance of such Parity Debt in the Board's then current Capital Improvement Program; (ii) whether
such Parity Debt will bear interest at a fixed or variable rate; (iii) if such Parity Debt will bear interest at a
fixed rate, what fixed interest rate or range of interest rates with respect to such Parity Debt is anticipated;
(iv) if such Parity Debt will bear interest at a variable rate, what basis is anticipated to be used to compute
such variable rate; (v) the assumed maturity schedule and amortization for such Parity Debt, including the
assumed interest cost; (vi) the anticipated purposes for which the proceeds of such Parity Debt will be used;
and (vii) for Parity Debt anticipated to be issued for new money projects, a list or description of such
projects anticipated to be financed, provided that each such project must be contemplated for financing with
Parity Debt by the Board's then current Capital Improvement Program or have otherwise received Board
approval for financing.

(e) Board's Statement of Intent to Issue Refunding Debt for Savings. If the conditions in this
Resolution are otherwise satisfied, the Board hereby authorizes each Authorized Representative to enter
into a Bond Enhancement Agreement in connection with Parity Debt anticipated to be issued for the purpose
of advance refunding any existing Parity Debt, provided that as certified by an Authorized Representative
to the General Counsel to the Board, such anticipated issue of Parity Debt, when taking into consideration
the effect of such Bond Enhancement Agreement, is expected to result in a present value savings in
connection with such advance refunding of at least 3.0% (determined in the manner set forth in a
supplemental resolution approved by the Board authorizing the issuance of additional Parity Debt), and in
such event, the Board hereby declares its intention to cause such Parity Debt to be issued. No such
certification or declaration shall be applicable in connection with Parity Debt anticipated to be issued for
the purpose of currently refunding any existing Parity Debt within ninety (90) days of the date of issuance
of such anticipated Parity Debt.

SECTION 7. MASTER AGREEMENTS.

(a) New Master Agreements. Each Authorized Representative is hereby severally authorized to
enter into ISDA Master Agreements (the "New Master Agreements") with counterparties satisfying the
ratings requirements of the System's Interest Rate Swap Policy. Such New Master Agreements shall be in
substantially the same form as the Executed Master Agreements, with such changes as, in the judgment of
an Authorized Representative, with the advice and counsel of the Office of General Counsel and Bond
Counsel, are necessary or desirable (i) to carry out the intent of the Board as expressed in this Resolution,
(i1) to receive approval of this Resolution by the Attorney General of the State of Texas, if pursuant Section
2(b) of this Resolution, an Authorized Representative elects to designate any Bond Enhancement
Agreement entered into by the Board pursuant to this Resolution as a "credit agreement" under Chapter
1371, (iii) to accommodate the credit structure or requirements of a particular counterparty or (iv) to
incorporate comments received or anticipated to be received from any credit rating agency relating to a
New Master Agreement. Each Authorized Representative is authorized to enter into such New Master
Agreements and to enter into Confirmations thereunder in accordance with this Resolution and in
furtherance of and to carry out the intent hereof. If a New Master Agreement entered into pursuant to this
subsection replaces a then effective Master Agreement with the same or a related counterparty, each
Authorized Representative is hereby severally authorized to terminate such existing Master Agreement
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upon the New Master Agreement becoming effective and to take and all actions necessary to transfer any
Confirmations thereunder to such New Master Agreement.

(b) Amendments to Master Agreements. Each Authorized Representative is hereby further
severally authorized to enter into amendments to the Master Agreements to allow Confirmations thereunder
to be issued and entered into with respect to any then outstanding Parity Debt or Parity Debt anticipated to
be issued in the future and to make such other amendments in accordance with the terms of the respective
Master Agreements as in the judgment of such Authorized Representative, with the advice and counsel of
the Office of General Counsel and Bond Counsel, are necessary or desirable to allow the Board to achieve
the benefits of the Bond Enhancement Agreements in accordance with and subject to the System's Interest
Rate Swap Policy and this Resolution.

SECTION 8. ADDITIONAL AUTHORIZATION; RATIFICATION AND APPROVAL OF
SWAP POLICY.

(a) Additional Agreements and Documents Authorized. Each Authorized Representative and all
officers of the Board are severally authorized to execute and deliver such other agreements and documents
as are contemplated by this Resolution and the Master Agreements or are otherwise necessary in connection
with entering into Confirmations and Bond Enhancement Agreements as described in this Resolution, as
any such Authorized Representative or officer shall deem appropriate, including without limitation,
officer's certificates, legal opinions, credit support documents and any documentation pursuant to an ISDA
DF Protocol, and the execution of any certificates and the filing of any returns with the Internal Revenue
Service as may be necessary in the judgment of Bond Counsel with respect to a Bond Enhancement
Agreement or the related Parity Debt. Any such actions heretofore taken are hereby ratified, approved and
affirmed in all respects.

(b) Further Actions. Each Authorized Representative and all officers of the Board are severally
authorized to take all such further actions, to execute and deliver such further instruments and documents
in the name and on behalf of the Board to pay all such expenses as in his or her judgment shall be necessary
or advisable in order fully to carry out the purposes of this Resolution.

(c) Swap Policy. The Board has reviewed and hereby ratifies, approves and affirms the System's
Interest Rate Swap Policy, a copy of which is attached hereto as Exhibit B.

[Remainder of page intentionally left blank]
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EXHIBIT A
DEFINITIONS

As used in this Resolution the following terms and expressions shall have the meanings set forth
below, unless the text hereof specifically indicates otherwise:

"Authorized Representative" — As defined in the System's Interest Rate Swap Policy (a copy of
which is attached hereto as Exhibit B).

"Board" — The Board of Regents of The University of Texas System.

"Bond Enhancement Agreement" — Collectively, each Confirmation and the applicable Master
Agreement.

"Chapter 1371" — Chapter 1371 of the Texas Government Code, as amended.

"Confirmation" — Each confirmation entered into by an Authorized Representative on behalf of the
Board pursuant to this Resolution.

"Executed Master Agreements" — The following existing and fully executed ISDA Master
Agreements currently in effect between the Board and the respective counterparty noted below (copies of

which are attached hereto as Exhibit C):

(1) ISDA Master Agreement with Bank of America, N.A., dated as of December 6,

2005;

(i1) ISDA Master Agreement with JPMorgan Chase Bank, National Association, dated
as of May 2, 2006;

(iii))  ISDA Master Agreement with Merrill Lynch Capital Services, Inc., dated as of
May 1, 2006;

(iv) ISDA Master Agreement with Morgan Stanley Capital Services Inc., dated as of
December 6, 2005;

(v) ISDA Master Agreement with UBS AG, dated as of November 1, 2007,

(vi) ISDA Master Agreement with Goldman Sachs Bank USA, dated as of August 1,
2009;

(vii)  ISDA Master Agreement with Wells Fargo Bank, National Association, dated as
of August 21, 2009;

(viii) ISDA Master Agreement with Barclays Bank PLC, dated as of November 4, 2010;

(ix) ISDA Master Agreement with Deutsche Bank AG, New York Branch, dated as of
May 1, 2011;
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(x) ISDA Master Agreement with Royal Bank of Canada, dated as of June 8, 2011;
and

(xi) ISDA Master Agreement with Citibank, N.A., dated as of October 26, 2011.
"ISDA" — The International Swaps and Derivatives Association, Inc.

"ISDA DF Protocol" — Any protocol developed by ISDA in response to provisions of the Dodd
Frank Wall Street Reform and Consumer Protection Act relating to derivatives.

"LIBOR" — London Interbank Offered Rate.

"Master Agreements" — Collectively, the Executed Master Agreements and any New Master
Agreements.

"Master Resolution" — The First Amended and Restated Master Resolution Establishing The
University of Texas System Revenue Financing System adopted by the Board on February 14, 1991, and
amended on October 8, 1993, and August 14, 1997.

"New Master Agreements" — Any ISDA Master Agreements entered into by an Authorized
Representative pursuant to Section 7(a) of this Resolution.

"Section 65.461" — Section 65.461 of the Texas Education Code, as amended.

"System" — The University of Texas System.
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EXHIBIT B

INTEREST RATE SWAP POLICY
OF THE UNIVERSITY OF TEXAS SYSTEM

[See Regents' Rules and Regulations, Rule 70202 titled Interest Rate Swap Policy]
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EXHIBIT C

EXECUTED MASTER AGREEMENTS

[On file with the U. T. System Office of Business Affairs]
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A RESOLUTION AUTHORIZING THE EXECUTION AND DELIVERY
OF BOND ENHANCEMENT AGREEMENTS RELATING TO
PERMANENT UNIVERSITY FUND DEBT AND AUTHORIZING AND
APPROVING OTHER INSTRUMENTS AND PROCEDURES RELATING
TO SAID AGREEMENTS

August 24, 2017

WHEREAS, the Board of Regents (the “Board”) of The University of Texas System (the
“System”) is the governing body of the System, an institution of higher education under the Texas
Education Code and an agency of the State of Texas (the “State”); and

WHEREAS, the Permanent University Fund is a constitutional fund and public
endowment created in the Texas Constitution of 1876, as created, established, implemented and
administered pursuant to Sections 10, 11, 11a, 11b, 15 and 18 of Article VII of the Constitution of
the State, as amended, and by other applicable present and future constitutional and statutory
provisions, and further implemented by the provisions of Chapter 66, Texas Education Code, as
amended (the “Permanent University Fund”); and

WHEREAS, the Available University Fund is defined by the Constitution of the State and
consists of distributions made to it from the total return on all investment assets of the Permanent
University Fund, including the net income attributable to the surface of Permanent University Fund
land, as determined by the Board pursuant to Section 18 of Article VII of the Constitution of the
State, as amended (the “Available University Fund”); and

WHEREAS, Section 18 of Article VII of the Constitution of the State, as may hereafter
be amended (the “Constitutional Provision™), authorizes the Board to issue bonds and notes (“PUF
Debt”) not to exceed a total amount of 20% of the cost value of investments and other assets of
the Permanent University Fund, exclusive of real estate, at the time of issuance thereof and to
pledge all or any part of its two-thirds interest in the Available University Fund (the “Interest of
the System”) to secure the payment of the principal of and interest on PUF Debt, for the purpose
of acquiring land, constructing and equipping buildings or other permanent improvements, major
repair and rehabilitation of buildings and other permanent improvements, acquiring capital
equipment and library books and library materials, and refunding bonds or notes issued under the
Constitutional Provision or prior law, at or for the System administration and institutions of the
System as listed in the Constitutional Provision; and

WHEREAS, the Constitutional Provision also provides that out of the Interest of the
System in the Available University Fund there shall be appropriated an annual sum sufficient to
pay the principal and interest due on PUF Debt, and the remainder of the Interest of the System in
the Available University Fund (the “Residual AUF”) shall be appropriated for the support and
maintenance of The University of Texas at Austin and the System Administration; and

WHEREAS, the Board has previously entered into certain Executed Master Agreements
(as defined herein) with certain counterparties setting forth the terms and conditions applicable to
each Confirmation (as defined herein) to be executed thereunder; and
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WHEREAS, the Board hereby desires to ratify and approve the U.T. System’s Interest
Rate Swap Policy, a copy of which is attached hereto as Exhibit B, and to severally authorize each
Authorized Representative (as defined in the System’s Interest Rate Swap Policy) to enter into
Bond Enhancement Agreements (as defined herein) from time to time, all as provided in this
Resolution.

NOW THEREFORE BE IT RESOLVED, that

SECTION 1. DEFINITIONS. Capitalized terms used in this Resolution and not
otherwise defined shall have the meanings given in Exhibit A attached hereto and made a part
hereof.

SECTION 2. AUTHORIZATION OF BOND ENHANCEMENT AGREEMENTS.

@) Delegation. Each Authorized Representative is hereby severally authorized to act
on behalf of the Board in accepting and executing new or amended confirmations under
one or more of the Master Agreements (each, a “Confirmation” and, collectively with the
applicable Master Agreement, a “Bond Enhancement Agreement”) when, in his or her
judgment, the execution of such Confirmation is consistent with this Resolution and the
System’s Interest Rate Swap Policy and either (i) the transaction is expected to reduce the
net interest to be paid by the Board with respect to any then outstanding PUF Debt or PUF
Debt anticipated to be issued in the future over the term of the Bond Enhancement
Agreement or (ii) the transaction is in the best interests of the Board given the market
conditions at that time. Prior to entering into any such transaction, an Authorized
Representative must deliver to the General Counsel of the Board a certificate setting forth
the determinations of the Authorized Representative in connection with the foregoing.
Each Authorized Representative is also severally authorized to execute any required
novation agreement related to the execution and delivery of a new or amended
Confirmation undertaken in conjunction with the novation of an existing Confirmation.
The delegation to each Authorized Representative to execute and deliver Bond
Enhancement Agreements on behalf of the Board under this Resolution shall expire on
September 1, 2018.

(b) Authorizing Law and Treatment as Credit Agreement. The Board hereby
determines that any such Bond Enhancement Agreement entered into by an Authorized
Representative pursuant to this Resolution is necessary or appropriate to place the Board’s
obligations with respect to its outstanding PUF Debt or PUF Debt anticipated to be issued
in the future on the interest rate, currency, cash flow or other basis set forth in such Bond
Enhancement Agreement as approved and executed on behalf of the Board by an
Authorized Representative. Each Bond Enhancement Agreement constitutes a “bond
enhancement agreement” under Section 65.461 of the Texas Education Code, as amended
(“Section 65.461). Pursuant to Section 65.461, a Bond Enhancement Agreement
authorized and executed by an Authorized Representative under this Resolution shall not
be considered a “credit agreement” under Chapter 1371 of the Texas Government Code, as
amended (“Chapter 1371”), unless specifically designated as such by such Authorized
Representative. In the event an Authorized Representative elects to treat a Bond
Enhancement Agreement authorized by this Resolution as a “credit agreement” under
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Chapter 1371 and this Resolution has not previously been submitted to the Attorney
General by an Authorized Representative, such Authorized Representative shall submit
this Resolution to the Attorney General for review and approval in accordance with the
requirements of Chapter 1371 as the proceedings authorizing Bond Enhancement
Agreements entered into by the Board pursuant to this Resolution.

(©) Costs; Maximum Term. The costs of any Bond Enhancement Agreement and the
amounts payable thereunder, including but not limited to any amounts payable by the
Board as a result of terminating a Bond Enhancement Agreement, shall be payable from
the Residual AUF as a cost of the support and maintenance of System administration or
from any other source that is legally available to make such payments.

The maximum term of each Bond Enhancement Agreement authorized by this Resolution
shall not exceed the maturity date of the then outstanding related PUF Debt or the related
PUF Debt anticipated to be issued in the future, as applicable.

(d) Notional Amount. The notional amount of any Bond Enhancement Agreement
authorized by this Resolution shall not at any time exceed the aggregate principal amount
of the then outstanding related PUF Debt or related PUF Debt anticipated to be issued in
the future, as applicable; provided that the aggregate notional amount of multiple Bond
Enhancement Agreements relating to the same PUF Debt may exceed the principal amount
of the related PUF Debt if such Bond Enhancement Agreements are for different purposes,
as evidenced for example by different rates for calculating payments owed, and the
aggregate notional amount of any such Bond Enhancement Agreements for the same
purpose otherwise satisfies the foregoing requirements.

(e) Early Termination. No Confirmation entered into pursuant to this Resolution shall
contain early termination provisions at the option of the counterparty except upon the
occurrence of an event of default or an additional termination event, as prescribed in the
applicable Master Agreement. In addition to subsections (a) and (b) of Section 5 hereof,
each Authorized Representative is hereby severally authorized to terminate any Bond
Enhancement when, in his or her judgment, such termination is in the best interests of the
Board given the market conditions at that time.

)] Maximum Rate. No Bond Enhancement Agreement authorized by this Resolution
shall be payable at a rate greater than the maximum rate allowed by law.

(0) Credit Enhancement. ~ An Authorized Representative may obtain credit
enhancement for any Bond Enhancement Agreement if such Authorized Representative,
as evidenced by a certificate delivered to the General Counsel to the Board, has determined
that after taking into account the cost of such credit enhancement, such credit enhancement
will reduce the amount payable by the Board pursuant to such Bond Enhancement
Agreement; provided that the annual cost of credit enhancement on any Bond Enhancement
Agreement entered into pursuant to this Resolution may not exceed 0.50% of the notional
amount of such Bond Enhancement Agreement.
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SECTION 3. AUTHORIZATION FOR SPECIFIC TRANSACTIONS.

@ In addition to the authority otherwise granted in this Resolution, each Authorized
Representative is hereby severally granted continuing authority to enter into the following
specific transactions pursuant to a Confirmation (or other agreement or instrument deemed
necessary by an Authorized Representative) upon satisfaction of the following respective
conditions:

Q) Floating-to-fixed rate interest rate swap transactions under which the Board
would pay an amount based upon a fixed rate of interest and the counterparty would
pay an amount based upon a variable rate of interest with respect to PUF Debt then
outstanding bearing interest at a variable rate and any PUF Debt anticipated to be
issued in the future that will bear interest at a variable rate, as applicable. Prior to
entering into such transaction, an Authorized Representative must deliver to the
General Counsel to the Board a certificate to the effect that (i) the synthetic fixed
rate to the Board pursuant to the swap transaction is lower than the rate available to
the Board for comparable fixed rate debt at the time of the swap transaction, and
(ii) if the variable rate being paid or expected to be paid by the Board on the
applicable PUF Debt is computed on a basis different from the calculation of the
variable rate to be received under the swap transaction over the stated term of such
swap transaction, the basis risk of the transaction is expected to be minimal based
upon historical relationships between such bases.

2 Fixed-to-floating rate interest rate swap transactions under which the Board
would pay an amount based upon a variable rate of interest and the counterparty
would pay an amount based upon a fixed rate of interest, with respect to PUF Debt
then outstanding bearing interest at a fixed rate or PUF Debt anticipated to be issued
in the future that will bear interest at a fixed rate, as applicable. Prior to entering
into such transaction, an Authorized Representative must deliver to the General
Counsel to the Board a certificate to the effect that converting such portion of fixed
rate PUF Debt to a variable rate pursuant to the fixed-to-floating interest rate swap
transaction would be beneficial to the System by (i) lowering the anticipated net
interest cost on the PUF Debt to be swapped against or (ii) assisting in the System’s
asset/liability management by matching a portion of its variable rate assets with
variable rate PUF Debt.

3 Basis swap transactions under which the Board would pay a variable rate of
interest computed on one basis, such as the Securities Industry and Financial
Markets Association Municipal Swap Index, and the counterparty would pay a
variable rate of interest computed on a different basis, such as a designated maturity
of the London Interbank Offered Rate (“LIBOR”), with respect to a given principal
amount of PUF Debt then outstanding or PUF Debt anticipated to be issued in the
future, as applicable. Prior to entering into such transaction, an Authorized
Representative must deliver to the General Counsel to the Board a certificate to the
effect that by entering into the basis swap transaction the Board is expected to be
able to (i) achieve spread income or upfront cash payments, (ii) preserve call option
and advance refunding capability on its PUF Debt, (iii) lower net interest cost by
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effecting a percent of LIBOR synthetic refunding without issuing additional bonds
or acquiring credit enhancement, (iv) lower net interest cost on PUF Debt by
layering tax risk on top of a traditional or synthetic fixed rate financing, (v) preserve
liquidity capacity, or (vi) avoid the mark to market volatility of a fixed-to-floating
or floating-to-fixed swap in changing interest rate environments.

4) Basis swap transactions that are a combination of authority granted under
subsections (1) and (2) above under which the Board would pay a variable rate of
interest computed on one basis, such as LIBOR, and the counterparty would pay a
fixed rate of interest (“Fixed Rate #1”), combined with a swap under which the
Board would receive the same variable rate of interest, and the counterparty would
receive a fixed rate of interest different than Fixed Rate #1, with respect to a given
principal amount of PUF Debt then outstanding or PUF Debt anticipated to be
issued in the future. Prior to entering into such transaction, an Authorized
Representative must deliver to the General Counsel to the Board a certificate to the
effect that by entering into the basis swap transaction the Board is expected to be
able to (i) achieve spread income or upfront cash payments, or (ii) lower the
anticipated net interest cost on the related PUF Debt.

(5) Interest rate locks, caps, options, floors, and collars for the purpose of
limiting the exposure of the Board to adverse changes in interest rates in connection
with outstanding PUF Debt or additional PUF Debt anticipated to be issued in the
future. Prior to entering into such a transaction, an Authorized Representative must
deliver to the General Counsel to the Board a certificate to the effect that such
transaction is expected to limit or eliminate such exposure.

(b) The foregoing is not intended to be a comprehensive list of permissible types of
transactions, but rather to specify additional conditions necessary to enter into the specified
types of transactions. The requirements of Section 2(a) above shall apply to any transaction
not specified in Section 3(a) above.

SECTION 4. APPLICATION OF PAYMENTS RECEIVED UNDER BOND
ENHANCEMENT AGREEMENTS.

@) General. Except as provided in subsection (b) hereof, to the extent the Board
receives payments pursuant to a Bond Enhancement Agreement, such payments shall be
applied for any lawful purpose.

(b) Payments under Chapter 1371 Credit Agreements. In the event an Authorized
Representative elects to treat a Bond Enhancement Agreement authorized by this
Resolution as a “credit agreement” under Chapter 1371 and such Bond Enhancement
Agreement is executed and delivered pursuant to Chapter 1371, to the extent that the Board
receives payments pursuant to such a Bond Enhancement Agreement, such payments shall
be applied as follows: (i) to pay (A) debt service on the PUF Debt or anticipated issuance
of PUF Debt related to the Bond Enhancement Agreement, or (B) the costs to be financed
by the PUF Debt or anticipated issuance of PUF Debt related to the Bond Enhancement
Agreement; provided that, if applicable, such costs shall have been approved for
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construction by the Board; (ii) to pay other liabilities or expenses that are secured on parity
with or senior to the PUF Debt or anticipated issuance of PUF Debt related to the Bond
Enhancement Agreement; or (iii) to the extent that costs set forth in (i) and (ii) have been
satisfied, for any other lawful purpose.

SECTION 5. BOND ENHANCEMENT AGREEMENTS IN CONNECTION WITH
ANTICIPATED PUF DEBT.

@) Requirement to Terminate or Modify Agreement for Non-issuance of Anticipated
PUE Debt. In the event a Bond Enhancement Agreement is entered into under this
Resolution in connection with the anticipated issuance of PUF Debt and such PUF Debt is
not actually issued on or prior to the effective date of such agreement, an Authorized
Representative shall either terminate such Bond Enhancement Agreement or amend such
Bond Enhancement Agreement in such event (i) to delay the effective date of such Bond
Enhancement Agreement; or (ii) to replace such anticipated PUF Debt with any then
outstanding PUF Debt having the same types of interest rates (fixed or variable) as the
anticipated PUF Debt.

(b) Requirement to Terminate or Modify Agreement for Notional Amount in Excess
of Anticipated PUF Debt as Issued. In the event a Bond Enhancement Agreement is entered
into under this Resolution in connection with the anticipated issuance of PUF Debt and
such Bond Enhancement Agreement has a notional amount that at any time exceeds the
principal amount to be outstanding of such anticipated PUF Debt as actually issued, an
Authorized Representative shall either terminate such Bond Enhancement Agreement or
amend such Bond Enhancement Agreement (i) to reduce the notional amount of such Bond
Enhancement as appropriate so that such notional amount does not exceed at any time the
principal amount to be outstanding of such anticipated PUF Debt as actually issued or (ii)
supplement or replace all or a portion of such anticipated PUF Debt with any then
outstanding PUF Debt having the same types of interest rates (fixed or variable) as the
anticipated PUF Debt as necessary to ensure that the notional amount of such Bond
Enhancement Agreement does not exceed at any time the principal amount of the
applicable PUF Debt.

(©) Board Recognition of Anticipated PUF Debt. No Bond Enhancement Agreement
may be entered into under this Resolution with respect to the Board’s obligations under an
anticipated future issuance of PUF Debt unless such anticipated issuance of future debt
shall have been recognized by official action of the Board pursuant to (i) the Board’s prior
adoption of a resolution authorizing the issuance of such debt, including but not limited to
a resolution delegating the parameters of such issuance to an Authorized Representative or
a resolution authorizing the issuance of commercial paper notes, (ii) the Board’s prior
approval of its then current Capital Improvement Program contemplating the financing of
the projects to be financed by such anticipated issuance of debt and the amount of such
debt to be issued, or (iii) the Board’s action pursuant to subsection (e) hereof with respect
to PUF Debt anticipated to be issued to refund outstanding PUF Debt.

(d) Required Description of Anticipated PUF Debt. To the extent that a Bond
Enhancement Agreement is entered into under this Resolution with respect to the Board’s
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obligations under an anticipated future issuance of PUF Debt, an Authorized
Representative must also deliver to the General Counsel to the Board at the time such
agreement is entered into a certificate with respect to such anticipated PUF Debt stating:
(i) the anticipated issuance date of such PUF Debt or a range of anticipated dates of up to
six months for such issuance, provided that such date or range of dates may not be more
than the lesser of seventy-two (72) months after the date of the applicable Confirmation or
the latest date contemplated for the issuance of such PUF Debt in the Board’s then current
Capital Improvement Program; (ii) whether such PUF Debt will bear interest at a fixed or
variable rate; (iii) if such PUF Debt will bear interest at a fixed rate, what fixed interest rate
or range of interest rates with respect to such PUF Debt is anticipated; (iv) if such PUF
Debt will bear interest at a variable rate, what basis is anticipated to be used to compute
such variable rate; (v) the assumed maturity schedule and amortization for such PUF Debt,
including the assumed interest cost; (vi) the anticipated purposes for which the proceeds of
such PUF Debt will be used; and (vii) for PUF Debt anticipated to be issued for new money
projects, a list or description of such projects anticipated to be financed, provided that each
such project must be contemplated for financing with PUF Debt by the Board’s then current
Capital Improvement Program or have otherwise received Board approval for financing.

(e) Board’s Statement of Intent to Issue Advance Refunding Debt for Savings. If the
conditions in this Resolution are otherwise satisfied, the Board hereby authorizes each
Authorized Representative to enter into a Bond Enhancement Agreement in connection
with PUF Debt anticipated to be issued for the purpose of advance refunding any existing
PUF Debt, provided that as certified by an Authorized Representative to the General
Counsel to the Board, such anticipated issue of PUF Debt, when taking into consideration
the effect of such Bond Enhancement Agreement, is expected to result in a present value
savings in connection with such advance refunding of at least 3.0% (determined in the
manner set forth in the resolution approved by the Board authorizing the issuance of such
anticipated issue of PUF Debt), and in such event, the Board hereby declares its intention
to cause such anticipated PUF Debt to be issued. No such certification or declaration shall
be applicable in connection with PUF Debt anticipated to be issued for the purpose of
currently refunding any existing PUF Debt within ninety (90) days of the date of issuance
of such anticipated PUF Debt.

SECTION 6. MASTER AGREEMENTS.

(@) New Master Agreements. Each Authorized Representative is hereby severally
authorized to enter into ISDA Master Agreements (the “New Master Agreements”) with
counterparties satisfying the ratings requirements of the System’s Interest Rate Swap
Policy. Such New Master Agreements shall be in substantially the same form as the
Executed Master Agreements, with such changes as, in the judgment of an Authorized
Representative, with the advice and counsel of the Office of General Counsel and Bond
Counsel, are necessary or desirable (i) to carry out the intent of the Board as expressed in
this Resolution, (ii) to receive approval of this Resolution by the Attorney General of the
State of Texas, if pursuant Section 2(b) of this Resolution, an Authorized Representative
elects to designate any Bond Enhancement Agreement entered into by the Board pursuant
to this Resolution as a “credit agreement” under Chapter 1371, (iii) to accommodate the
credit structure or requirements of a particular counterparty or (iv) to incorporate comments

7
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received or anticipated to be received from any credit rating agency relating to a New
Master Agreement. Each Authorized Representative is authorized to enter into such New
Master Agreements and to enter into Confirmations thereunder in accordance with this
Resolution and in furtherance of and to carry out the intent hereof. If a New Master
Agreement entered into pursuant to this subsection replaces a then effective Master
Agreement with the same or a related counterparty, each Authorized Representative is
hereby severally authorized to terminate such existing Master Agreement upon the New
Master Agreement becoming effective and to take any and all actions necessary to transfer
any Confirmations thereunder to such New Master Agreement.

(b) Amendments to Master Agreements. Each Authorized Representative is hereby
further severally authorized to enter into amendments to the Master Agreements to allow
Confirmations thereunder to be issued and entered into with respect to any then outstanding
PUF Debt or PUF Debt anticipated to be issued in the future and to make such other
amendments in accordance with the terms of the respective Master Agreements as in the
judgment of such Authorized Representative, with the advice and counsel of the Office of
General Counsel and Bond Counsel, are necessary or desirable to allow the Board to
achieve the benefits of the Bond Enhancement Agreements in accordance with and subject
to the System’s Interest Rate Swap Policy and this Resolution.

SECTION 7. ADDITIONAL  AUTHORIZATION; RATIFICATION AND
APPROVAL OF SWAP POLICY.

€)) Additional Agreements and Documents Authorized. Each Authorized
Representative and all officers of the Board are severally authorized to execute and deliver
such other agreements and documents as are contemplated by this Resolution and the
Master Agreements or are otherwise necessary in connection with entering into
Confirmations and Bond Enhancement Agreements as described in this Resolution, as any
such Authorized Representative or officer shall deem appropriate, including without
limitation, officer’s certificates, legal opinions, credit support documents and any
documentation pursuant to an ISDA DF Protocol, and the execution of any certificates and
the filing of any returns with the Internal Revenue Service as may be necessary in the
judgment of Bond Counsel with respect to a Bond Enhancement Agreement or the related
PUF Debt. Any such actions heretofore taken are hereby ratified, approved and affirmed
in all respects.

(b) Further Actions. Each Authorized Representative and all officers of the Board are
severally authorized to take all such further actions, to execute and deliver such further
instruments and documents in the name and on behalf of the Board to pay all such expenses
as in his or her judgment shall be necessary or advisable in order fully to carry out the
purposes of this Resolution.

(©) Swap Policy. The Board has reviewed and hereby ratifies, approves and affirms
the System’s Interest Rate Swap Policy, a copy of which is attached hereto as Exhibit B.

[Remainder of page intentionally left blank]
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EXHIBIT A
DEFINITIONS

As used in this Resolution the following terms shall have the meanings set forth below,
unless the text hereof specifically indicates otherwise:

“Authorized Representative” shall have the meaning given to such term in the System’s
Interest Rate Swap Policy (a copy of which is attached hereto as Exhibit B).

“Available University Fund” shall have the meaning given to such term in the recitals to
this Resolution.

“Board” shall have the meaning given to such term in the recitals to this Resolution.

“Bond Enhancement Agreement” shall have the meaning given to such term in Section
2(a) hereof.

“Chapter 1371” shall have the meaning given to such term in Section 2(b) hereof.
“Confirmation” shall have the meaning given to such term in Section 2(a) hereof.

“Constitutional Provision” shall have the meaning given to such term in the recitals to this
Resolution.

“Executed Master Agreements” shall mean the following existing and fully executed ISDA
Master Agreements currently in effect between the Board and the respective counterparty noted
below (copies of which are attached hereto as Exhibit C):

() ISDA Master Agreement with Bank of America, N.A., dated as of
December 1, 2007;

(i) ISDA Master Agreement with Goldman Sachs Capital Markets, L.P., dated
as of December 1, 2007;

(iif)  ISDA Master Agreement with JPMorgan Chase Bank, National
Association, dated as of December 1, 2007;

(iv)  ISDA Master Agreement with Merrill Lynch Capital Services, Inc., dated
as of December 1, 2007;

(V) ISDA Master Agreement with Morgan Stanley Capital Services Inc., dated
as of December 1, 2007;

(vi)  ISDA Master Agreement with UBS AG, dated as of April 1, 2008;
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(vii)  ISDA Master Agreement with Barclays Bank PLC, dated as of February 3,
2011,

(viii) ISDA Master Agreement with Deutsche Bank AG, New York Branch, dated
as of February 1, 2011;

(ix)  ISDA Master Agreement with Royal Bank of Canada, dated as of June 8,
2011,

(x) ISDA Master Agreement with Wells Fargo Bank, National Association,
dated as of January 15, 2010; and

(xi)  ISDA Master Agreement with Citibank, N.A., dated as of May 15, 2017.

“Interest of the System” shall have the meaning given to such term in the recitals to this
Resolution.

“ISDA” shall mean the International Swaps and Derivatives Association, Inc.

“ISDA DF Protocol” shall mean any protocol developed by ISDA in response to provisions
of the Dodd Frank Wall Street Reform and Consumer Protection Act relating to derivatives.

“LIBOR” shall have the meaning given to such term in Section 3(a)(3) hereof.

“Master Agreements” shall mean, collectively, the Executed Master Agreements and any
New Master Agreements.

“New Master Agreements” shall have the meaning given to such term in Section 6(a)
hereof.

“Permanent University Fund” shall have the meaning given to such term in the recitals to
this Resolution.

“PUF Debt” shall have the meaning given to such term in the recitals to this Resolution.
“Residual AUF” shall have the meaning given to such term in the recitals to this Resolution.
“Section 65.461” shall have the meaning given to such term in Section 2(b) hereof.
“State” shall have the meaning given to such term in the recitals to this Resolution.

“System” shall have the meaning given to such term in the recitals to this Resolution.
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EXHIBIT B
INTEREST RATE SWAP POLICY
OF THE UNIVERSITY OF TEXAS SYSTEM

[See Regents’ Rules and Regulations, Rule 70202 titled Interest Rate Swap Policy]
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EXHIBIT C

EXECUTED MASTER AGREEMENTS

[On file with the U. T. System Office of Business Affairs]
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4. U. T. System Board of Regents: Adoption of a Resolution authorizing the issuance,
sale, and delivery of Permanent University Fund Bonds and authorization to
complete all related transactions

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor and the Executive
Vice Chancellor for Business Affairs that the U. T. System Board of Regents

a. adopt a Resolution, substantially in the form previously approved by the U. T.
System Board of Regents, authorizing the issuance, sale, and delivery of Board of
Regents of The University of Texas System Permanent University Fund (PUF)
Bonds in one or more installments in an aggregate principal amount not to exceed
$600 million to be used to refund certain outstanding PUF Bonds, to refund PUF
Commercial Paper Notes, to provide new money to fund construction and
acquisition costs, and to pay the costs of issuance; and

b. authorize appropriate officers and employees of U. T. System as set forth in the
Resolution to take any and all actions necessary to carry out the intentions of the
U. T. System Board of Regents within the limitations and procedures specified
therein; to make certain covenants and agreements in connection therewith; and
to resolve other matters incident and related to the issuance, sale, security, and
delivery of such bonds.

BACKGROUND INFORMATION

On August 25, 2016, the Board of Regents adopted a resolution authorizing the issuance of
PUF Bonds in an amount not to exceed $600 million for Fiscal Year 2017. Adoption of this
Resolution would provide a similar authorized amount and purposes for Fiscal Year 2018.

Adoption of this Resolution would authorize the advance or current refunding of a portion of
certain outstanding PUF Bonds provided that an advance refunding exceeds a minimum 3%
present value debt service savings threshold. An advance refunding involves issuing bonds to
refund outstanding bonds more than 90 days in advance of the call date, whereas a current
refunding involves issuing bonds to refund outstanding bonds within 90 days of the call date.
Refunding bonds are issued at lower interest rates thereby producing debt service savings.
Adoption of this Resolution would provide the flexibility to select the particular bonds to be
refunded depending on market conditions at the time of pricing. The Resolution provides that
additional PUF Bonds may be refunded if such refunding is determined to be in the best interest
of the U. T. System.

The Resolution would also authorize the current refunding of all or a portion of the PUF
Commercial Paper Notes. The PUF Commercial Paper Note program is used to provide interim
financing for PUF projects approved by the Board. Adoption of the Resolution would permit the
interim financing provided through the Notes to be replaced with long-term financing. The
Resolution would also authorize the issuance of bonds to provide new money to fund the capital
costs of eligible projects.

Agenda Book - 147



August 23-24, 2017 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

The Resolution would also authorize the appropriate officers and employees of the U. T. System
to refund outstanding PUF Bonds pursuant to a tender program and to use lawfully available
funds to defease outstanding PUF Bonds when economically advantageous.

The proposed Resolution has been reviewed by outside bond counsel and the U. T. System
Office of General Counsel.

Note: The proposed Resolution is available online at https://www.utsystem.edu/board-of-
regents/meetings/board-meeting-2017-08-23.
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5. U. T. System Board of Regents: Adoption of a Supplemental Resolution
authorizing the issuance, sale, and delivery of Revenue Financing System Bonds
and authorization to complete all related transactions

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor and the Executive
Vice Chancellor for Business Affairs that the U. T. System Board of Regents

a. adopt a Supplemental Resolution, substantially in the form previously approved
by the U. T. System Board of Regents, authorizing the issuance, sale, and delivery
of Board of Regents of The University of Texas System Revenue Financing
System (RFS) Bonds in one or more installments in an aggregate principal amount
not to exceed $975 million to be used to refund certain outstanding RFS Bonds, to
refund RFS Commercial Paper Notes, to provide new money to fund construction
and acquisition costs of projects in the Capital Improvement Program, and to pay
the costs of issuance; and

b. authorize appropriate officers and employees of U. T. System as set forth in the
Supplemental Resolution to take any and all actions necessary to carry out the
intentions of the U. T. System Board of Regents within the limitations and
procedures specified therein; to make certain covenants and agreements in
connection therewith; and to resolve other matters incident and related to the
issuance, sale, security, and delivery of such RFS Bonds.

BACKGROUND INFORMATION

On August 25, 2016, the Board of Regents adopted the 31st Supplemental Resolution
authorizing the issuance of additional RFS Bonds in an amount not to exceed $975 million.

This authority was utilized to issue $250,000,000 of Revenue Financing System Bonds, Taxable
Series 2016G on September 15, 2016; $233,350,000 of Revenue Financing System Refunding
Bonds, Series 2016H on November 17, 2016; $184,725,000 of Revenue Financing System
Refunding Bonds, Series 2016l on November 30, 2016; and $306,925,000 of Revenue
Financing System Bonds, Series 2016J on January 4, 2017. Adoption of this 32nd
Supplemental Resolution would provide additional capacity to finance additional projects under
the same provisions as the prior resolution.

Adoption of the Supplemental Resolution would authorize the advance or current refunding of
a portion of certain outstanding RFS Bonds provided that an advance refunding exceeds a
minimum 3% present value debt service savings threshold. An advance refunding involves
issuing bonds to refund outstanding bonds more than 90 days in advance of the call date
whereas a current refunding involves issuing bonds to refund outstanding bonds within 90 days
of the call date. Refunding bonds are issued at lower interest rates thereby producing debt
service savings. Adoption of this Supplemental Resolution will provide the flexibility to select
the particular bonds to be refunded depending on market conditions at the time of pricing.
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The Supplemental Resolution would also authorize the current refunding of all or a portion of the
RFS Commercial Paper Notes. The RFS Commercial Paper Note program is used to provide
interim financing for RFS projects approved by the Board. Adoption of the Supplemental
Resolution will permit the interim financing provided through the Notes to be replaced with long-
term financing. The Supplemental Resolution would also authorize the issuance of bonds to
provide new money to fund the capital costs of eligible projects.

The Supplemental Resolution would also authorize the appropriate officers and employees of
the U. T. System to refund outstanding RFS Bonds pursuant to a tender program and to use
lawfully available funds to defease outstanding RFS Bonds when economically advantageous.

The proposed Supplemental Resolution has been reviewed by outside bond counsel and the
U. T. System Office of General Counsel.

Note: The proposed Resolution is available online at https://www.utsystem.edu/board-of-
regents/meetings/board-meeting-2017-08-23.
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6. U. T. System Board of Regents: Equipment financing authorization for
Fiscal Year 2018 and resolution regarding parity debt

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor and the Executive
Vice Chancellor for Business Affairs that the U. T. System Board of Regents

a. approve an aggregate amount of $201,950,000 of Revenue Financing System
Equipment Financing for FY 2018 as allocated to those U. T. System institutions
listed on Page 153; and

b. resolve in accordance with Section 5 of the Amended and Restated Master
Resolution Establishing The University of Texas System Revenue Financing
System that

. parity debt shall be issued to pay the cost of equipment including costs
incurred prior to the issuance of such parity debt;

. 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.
System Board of Regents relating to the Financing System;

. the U. T. System institutions, 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. System Board of Regents of tax-exempt parity
debt in the aggregate amount of $201,950,000 for the purchase of
equipment; and

o this resolution satisfies the official intent requirements set forth in
Section 1.150-2 of Title 26 of the Code of Federal Regulations that
evidences the Board's intention to reimburse project expenditures with
bond proceeds.

BACKGROUND INFORMATION

On April 14, 1994, the U. T. System Board of Regents approved the use of Revenue Financing
System debt for equipment purchases in accordance with the Guidelines Governing
Administration of the Revenue Financing System. Equipment financing is used for the purchase
of equipment in lieu of more costly vendor financing. The guidelines specify that the equipment
to be financed must have a useful life of at least three years. The debt is amortized twice a year
with full amortization not to exceed 10 years.
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This agenda item requests approval of an aggregate amount of $201,950,000 for equipment
financing for Fiscal Year 2018. On August 25, 2016, the U. T. System Board of Regents
approved a total of $249,293,000 of equipment financing for Fiscal Year 2017. Through
August 1, 2017, $64,087,000 of equipment financing has been utilized for Fiscal Year 2017.

Further details on the equipment to be financed and debt service coverage ratios for individual
institutions may be found on the following page.
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. SYSTEM EQUIPMENT FINANCING - INSTITUTION REQUESTS

FY 2018

$ Amount of

Description of

Institution Request Expected Capital Equipment DSC*
U. T. Arlington $2,000,000 | Telephone system upgrade; campus network and wireless upgrade 4.4x
U. T. Dallas 12,000,000 | General purpose equipment supporting instruction, research, and business operations 2.5x
U. T. El Paso 750,000 | Patrol vehicle purchases; campus network infrastructure upgrades 1.3x
U. T. San Antonio 500,000 | Science and Engineering equipment; equipment for athletics and life safety renovations 1.2x
U. T. Southwestern Medical Center 30,000,000 | Information resources projects; clinical and hospital equipment 4.5x
U. T. Medical Branch - Galveston 30,000,000 | Clinical, IT infrastructure, research related, and facility related equipment 2.4x
U. T. Health Science Center - Houston 5,000,000 [ Research and clinic/laboratory equipment 5.0x
U. T. Health Science Center - San Antonio 35,000,000 | Core research, clinical and/or infrastructure equipment 4.0x
U. T. M. D. Anderson Cancer Center 70,000,000 | Medical, diagnostic, and research equipment, IT systems 6.3x
U. T. Health Science Center - Tyler 16,700,000 | Clinical/Laboratory and IT equipment 2.6x

Total

$201,950,000 |

* Debt Service Coverage ("DSC") ratios based on FY2016 Analysis of Financial Condition (Feb 2017).

U. T. System Office of Finance, July 18, 2017
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7. U. T. System Board of Regents: The University of Texas/Texas A&M Investment
Management Company (UTIMCO) Update and Investment Reports for the quarter
ended May 31, 2017

INTRODUCTION

Mr. Thomas Britton "Britt" Harris IV, President, Chief Executive Officer and Chief Investment
Officer, and Mr. Mark Warner, Senior Managing Director, will present an update on The
University of Texas/Texas A&M Investment Management Company (UTIMCO) using the
PowerPoint presentation set forth on the following pages.

The Investment Reports for the quarter ended May 31, 2017, are set forth on Pages 166 - 169.

REPORT

Iltem | on Page 166 reports activity for the Permanent University Fund (PUF) investments.
The fiscal year to date PUF net investment return was 8.80% versus its composite benchmark
return of 6.69%. The PUF's net asset value increased by $317 million during the quarter

to $19,544 million. The increase was due to $168 million PUF Lands receipts, plus a net
investment return of $569 million. Distributions for $420 million was made to the Available
University Fund (AUF) during the quarter.

Item Il on Page 167 reports activity for the General Endowment Fund (GEF) investments.

The fiscal year to date GEF net investment return was 9.12% versus its composite benchmark
return of 6.69%. The GEF's net asset value increased by $238 million during the quarter to
$9,150 million.

Item Il on Page 168 reports activity for the Intermediate Term Fund (ITF). The fiscal year

to date ITF net investment return was 5.33% versus its composite benchmark return of 3.72%.
The net asset value increased during the quarter to $8,490 million due to net contributions of
$217 million, net investment return of $216 million and less distributions of $62 million.

All exposures were within their asset class and investment type ranges. Liquidity was within
policy.

Item IV on Page 169 presents book and market values of cash, debt, equity, and other
securities held in funds outside of internal investment pools. Total cash and equivalents,
consisting primarily of institutional operating funds held in the Dreyfus and Fidelity money
market fund, decreased by $46 million to $3,022 million during the three months since the last
reporting period. Market values for the remaining asset types were debt securities: $20 million
versus $21 million at the beginning of the period; equities: $67 million versus $67 million at the
beginning of the period; and other investments: $22 million versus $305 thousand at the
beginning of the period.
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Y1, The University of
Texas/Texas A&M Investment
Management Company

UTIMCO Update

Mr. Britt Harris, President, CEO and Chief Investment Officer
Mr. Mark Warner, Senior Managing Director

U. T. System Board of Regents’ Meeting
Finance and Planning Committee
August 2017
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UTIMCO ASSETS UNDER MANAGEMENT

As of May 31, 2017

$40.3 Billion

Permanent Health

Fund, $1.1
General
Endowment
Separately Fund, $9.1
Invested Long Term Fund,
Assets, $0.2 $8.0

Short T
Fund,

Debt Proceeds
Fund, $0.9
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ENDOWMENT PERFORMANCE SUMMARY

Periods Ending_; May 31, 2017

Fiscal YTD
Nine Months One Three Five Seven Ten
Ended Year Years Years Years Years
Endowments

General Endowment Fund 9.12% 13.61% 5.65% 8.29% 8.25% 4.95%
Permanent University Fund 8.80% 13.20% 5.32% 8.08% 8.09% 4.83%
Policy Portfolio Returns 6.69% 9.22% 3.91% 7.10% 6.88% 3.04%

GEF Actual vs. Policy

PUF Actual vs. Policy
Sharpe Ratio 4.66 1.10 1.76 1.47 0.55
Information Ratio 1.77 0.61 0.44 0.52 0.68
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RETURNS VS. MARKET

)
D

$600 $562
US Stocks
$550 /
$489
UTIMCO Endowment
$500 Returns
$450
$466
60% US Stocks/40% US
$400 Bonds
$350 302
60% Global Stocks/40%
Global Bonds
$300
$301
US Bonds
$250 -
$200 -
$157
$150 - US Treasury Bills
$100

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Trailing Annualized Returns Period Ending May 31, 2017

Nine One Three Five Seven Ten Since

Months Year Years Years Years Years March 31, 1996
UT Endowments 8.88% 13.29% 5.39% 8.11% 8.11% 4.83% 7.76%
60% US Stocks / 40% US Bonds 7.24% 10.89% 7.17% 10.10% 10.11%  6.24% 7.51%
60% Global Stocks / 40% Global Bonds  6.46% 9.86% 3.47% 7.76% 7.60%  4.05% 5.96%
US Stocks 12.79% 17.41% 10.12% 15.40% 14.42%  6.93% 8.46%
US Bonds -0.73% 1.58%  2.53% 2.24% 3.43% 4.46% 5.31%

Treasury Bills 0.32% 0.41%  0.18% 0.14% 0.12%  0.48% 2.14%
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UP-DOWN CAPTURE VS U.S. & WORLD EQUITIES

Average Monthly Returns (%)

4.0%

3.0%

2.0%

1.0%

0.0%

-1.0%

-2.0%

-3.0%

-4.0%

-5.0%

3.29% 3.34%

2.21%

US Down Capture = 36%

Previous quarter was 36%

ACWI Down Capture = 40%

Previous quarter was 40%

T T

US Up Capture =61% ACWI Up Capture = 66%

Previous quarter was 61% Previous quarter was 66%

-1.45%

-3.61%

-3.87%

® US Equity = ACWI m UTIMCO

Data from 8/1996 till 5/2017. US equity had 96 down months and 154 up months; ACWI had 103 down months and 147 up months

-.h"ﬂ'ﬂ ,
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DOWNSIDE VOLATILITY UTILIZATION OF GEF
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EXPECTED RISK AND RETURN

Expected Nominal Returns

7.1%

6.9%

6.7%

6.5%

6.3%

6.1%

5.9%

5.7%

5.5%

9.6%

@ 8/31/2016 policy asset mix
@ 5/31/2017 policy asset mix
O FYE2017 policy asset mix

T T T 1

10.0% 10.4% 10.8% 11.2%
Expected Downside Volatility
® 8/31/2016 actual asset mix

W 5/31/2017 actual asset mix
¢ 8/31/2017 estimated asset mix
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ENDOWMENT EXPOSURE

As of May 31, 2017

More Correlated and

Less Correlated

. . Private
Constrained and Constrained Total
L onl Hedae Fund Investments
Asset Group Asset Class (Long Only) (Hedge Funds)
Fixed Income Investment Grade $2,047 71% $840 2.9% $0 0.0% $2,887 10.0%
Credit-Related 32 0.1% 980 3.4% 935 3.3% 1,947 6.8%
Fixed Income Total 2,079 7.2% 1,820 6.3% 935 3.3% 4,834 16.8%
Real Assets Real Estate 22 0.1% 0.0% 2,040 71% 2,062 7.2%
Natural Resources 1,319 4.6% 0.0% 3,492 12.2% 4,811 16.8%
Real Assets Total 1,341 4.7% 0.0% 5,532 19.3% 6,873 24.0%
Equity Developed Country 4,199 14.6% 4,553 15.9% 3,461 12.1% 12,213 42.6%
Emerging Markets 2,825 9.8% 935 1.9% 1,414 4.9% 4774 16.6%
Equity Total 7,024 24.4% 5,088 17.8% 4,875 17.0% 16,987 59.2%
Total $10.,444 36.3% 6,908 24.1%| $11,342 39.6%| $28,694 100.0%
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EVOLUTION OF ASSET MIX

100%

100%

90%

90%

80%

80%

70%
60%
50%
40%

70%
60%
50%
40%

Agenda Book - 163

30%

}
i
)
i
1

{

30%

20%

20%

10%

10%

0%

0%

LT0z-AeIN
LT0T-994
9TOZ-AON
910¢-8ny
910zZ-AeIN
910Z-994
STOZ-NON
ST0Z-8ny
ST0Z-AeIN
ST0Z-994
¥TOT-NON
¥T0z-8ny
yT0z-AeIN
¥10Z-994
€TOC-AON
€10Z-8ny
€T0z-AeIN
€T0Z-994
TTOT-AON
T10Z-8ny
z10z-AeiN
710Z-994
TTOT-NON
110Z-8nY
TT0Z-AeIN
110Z-994
0TOT-AON
0T0Z-8ny
otoz-Aen
0T0Z-994
6002-AON
600Z-8ny
600z-AeIN
600Z-994
8007-NON
800¢-8nv
800Z-AeIN
800Z-994

(e}

B Public Equities M Fixed Income

H Hedge Funds

Gold

B Commodities

M Private Investments



¥9T - Moog epuaby

ENDOWMENT RISK DASHBOARD

MAY 31, 2017 (PARTIAL UPDATE)

‘ Underperformance
FY2017TD 3-years 5-years 10-years

8.9% 5.4% 8.1% 4.8%
‘ Market
Beta
U.S. Equity Rates Currency
0.713 (0.293) (0.148)

‘ Scenarios

China Hard US Liquidity Japan 50% Oil
Expected Landing Squeeze Implosion Drop
Returns: -23.2% -21.0% -16.5% 0.8%

) Downside Volatility

1stdev 2 stdev
Expected returns -4.8% -19.3%
VIX: 10.4%

‘ Active Management

1l-year 3-years 10-years
Value-Add
bps 412 152 183
S $1049M $1,0237M  $4,693M

Transparency

Full but
Full Lagged Partial None
29% 42% 26% 3%
Concentration
Manager Securities (Top 10)
us Top 10 Top 20 Bonds Stocks
55% 25% 41% 5.4% 5.1%
. ge Unfunded
Mlﬂ_dlty 90 day lyear Commit-
liquidity liquidity ments
Endowments 32.7% 53.4% 19.9%
ITF 58.8% 89.5%
Leverage
LCcC LCCex-FI Endowments
Gross 2.26 1.68 1.00
Net 0.24 0.59 1.00

Permanent Loss of Capital

Invested Realized

Capital (5B) Loss ($M)

Anticipated/
Unrealized Total Loss Annualized
Loss (SM) (SM) Loss (%)

Mmcc $33.7 $622
Lcc 132 240
Pl 145 327
Total $61.4 1,189

- $622 0.30%

198 438 0.51%
202 529 0.81%
400 1,589 0.44%

110
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ITF PERFORMANCE SUMMARY

Periods Ending_j May 31, 2017

Fiscal YTD
Nine Months One Three Five Seven Ten
Ended Year Years Years Years Years
ITF
Actual Returns 5.33% 8.57% 2.28% 4.95% 5.47% 3.63%
Policy Portfolio Returns 3.72% 6.93% 1.36% 3.76% 4.00% 1.70%
Actual vs. Policy
CPl + 3% 3.89% 4.93% 3.98% 4.30% 4.70% 4.69%
Actual vs. CPI + 3% -1.70% -1.06%
Cash 0.51% 0.60% 0.28% 0.21% 0.21% 0.80%
Actual vs. Cash
Sharpe Ratio 2.38 0.53 0.85 0.80 0.40
Information Ratio 1.82 0.96 1.05 1.03 1.21

| 11
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I. PERMANENT UNIVERSITY FUND
Investment Reports for Periods Ended May 31, 2017

Prepared in accordance with Texas Education Code Sec. 51.0032

Fiscal Year to Date

Asset Allocation Returns Value Added
. . Policy Tactical Active
Actual Policy Portfolio Benchmark Allocation Management Total
More Correlated and Constrained:
Investment Grade 7.7% 7.3% -1.68% -2.35% -0.06% 0.04% -0.02%
Credit-Related 0.1% 0.0% 5.54% 6.91% 0.00% 0.00% 0.00%
Real Estate 0.1% 0.6% 5.14% -2.74% 0.00% 0.09% 0.09%
Natural Resources 4.6% 3.8% 2.15% 2.99% -0.07% 0.07% 0.00%
Developed Country 14.5% 17.6% 15.23% 12.88% -0.20% 0.31% 0.11%
Emerging Markets 9.8% 9.9% 13.13% 13.81% -0.09% -0.10% -0.19%
Total More Correlated and Constrained 36.8% 39.2% 8.68% 8.46% -0.42% 0.41% -0.01%
Less Correlated and Constrained 23.9% 26.2% 6.63% 4.41% 0.07% 0.63% 0.70%
Private Investments 39.3% 34.6% 10.30% 6.42% 0.25% 1.17% 1.42%
Total 100.0% 100.0% 8.80% 6.69% -0.10% 2.21% 2.11%
Summary of Capital Flows
Permanent University Fund
Actual llliquidity vs. Trigger Zones
Fiscal Year Ended Quarter Ended Fiscal Year to Date
($ millions) August 31, 2016 May 31, 2017 May 31, 2017 80%
75%
Beginning Net Assets $17,490 $19,227 $17,880 70% | -
o R
o 65% —_— —
g- 60%
PUF Lands Receipts 512 168 508 f 55%
S 50%
S 45% —
Investment Return (Net of a 0% o
5] % ——
Expenses) 651 569 1,576 R sy | =
30%
25%
Distributions to AUF (773) (420) (420) 20%
O L O O O I T N N - TG WG W WG WG ¥
§FFE IS E I I T
Ending Net Assets $17,880 $19,544 $19,544 | 1 Year

UTIMCO 6/23/17
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Il. GENERAL ENDOWMENT FUND
Investment Reports for Periods Ended May 31, 2017

Prepared in accordance with Texas Education Code Sec. 51.0032

Fiscal Year to Date

Asset Allocation Returns Value Added
. . Policy Tactical Active
Actual Policy Portfolio Benchmark Allocation Management Total
More Correlated and Constrained:
Investment Grade 5.9% 7.3% -0.61% -2.35% -0.03% 0.12% 0.09%
Credit-Related 0.1% 0.0% 5.54% 6.91% 0.00% 0.00% 0.00%
Real Estate 0.1% 0.6% 5.14% -2.74% 0.01% 0.09% 0.10%
Natural Resources 4.6% 3.8% 2.11% 2.99% -0.07% 0.07% 0.00%
Developed Country 14.9% 17.6% 15.24% 12.88% -0.19% 0.30% 0.11%
Emerging Markets 10.0% 9.9% 15.22% 13.81% -0.08% 0.11% 0.03%
Total More Correlated and Constrained 35.6% 39.2% 9.56% 8.46% -0.36% 0.69% 0.33%
Less Correlated and Constrained 24.4% 26.2% 6.63% 4.41% 0.04% 0.64% 0.68%
Private Investments 40.0% 34.6% 10.30% 6.42% 0.26% 1.16% 1.42%
Total 100.0% 100.0% 9.12% 6.69% -0.06% 2.49% 2.43%
Summary of Capital Flows
General Endowment Fund
Actual llliquidity vs. Trigger Zones
Fiscal Year Ended Quarter Ended Fiscal Year to Date
($ millions) August 31, 2016 May 31, 2017 May 31, 2017
80%
Beginning Net Assets $8,237 $8,912 $8,500 75%
70% —
° 65% AN
=] 0 _— — ——
Contributions 361 94 230 £ =
o
£ 55%
S
Withdrawals (21) 22) (26) o 50%
o 0 e -
* 45% /\/_'
40% —
Distributions (411) (109) (323) 35% —
30%
Investment Return (Net of 25%
Expenses) 334 275 769 20%
== == = A I A R I IR I IR IR SR S
U T ] W RGO o
Ending Net Assets $8.500 $9.150 $9,150
A 1 1 Year

UTIMCO 06/29/2017

sanIwwo) Buluue|d pue adueul - sjJusbay Jo pieog WaISAS "1 "N 8yl Jo Bunasy 2102 ‘t2-£2 1snbny



89T - »oog epuaby

. INTERMEDIATE TERM FUND
Investment Reports for Periods Ended May 31, 2017

Prepared in accordance with Texas Education Code Sec. 51.0032

Fiscal Year to Date

Asset Allocation Returns Value Added
’ . Policy Tactical Active
Actual Policy Portfolio Benchmark Allocation Management Total
More Correlated and Constrained:
Investment Grade 32.8% 30.0% -0.71% -2.35% -0.07% 0.55% 0.48%
Credit-Related 0.0% 0.0% 0.00% 0.00% 0.00% 0.00% 0.00%
Real Estate 0.1% 0.8% 5.19% -2.74% -0.02% 0.09% 0.07%
Natural Resources 4.4% 3.6% 2.30% 2.99% -0.08% 0.06% -0.02%
Developed Country 10.8% 13.5% 15.21% 12.88% -0.15% 0.21% 0.06%
Emerging Markets 6.7% 7.1% 15.22% 13.81% -0.04% 0.07% 0.03%
Total More Correlated and Constrained 54.8% 55.0% 4.25% 3.10% -0.36% 0.98% 0.62%
Less Correlated and Constrained 45.2% 45.0% 6.64% 4.41% -0.11% 1.10% 0.99%
Private Investments 0.0% 0.0% 0.00% 0.00% 0.00% 0.00% 0.00%
Total 100.0% 100.0% 5.33% 3.72% -0.47% 2.08% 1.61%
Summary of Capital Flows
Intermediate Term Fund
Fiscal Year Ended Quarter Ended Fiscal Year to Date Actual llliquidity vs. Trigger Zones
($ millions) August 31, 2016 May 31, 2017 May 31, 2017
60%
Beginning Net Assets $7,037 $8,119 $7,836 55%
50% —
L - 45%
Contributions 1,009 293 748 g_ 40% — ——
g 35%
. S 30%
Withdrawals (248) (76) (329) k=
S 25%
a
S 20%
Distributions (220) (62) (182) = 15% ———
10% =
Investment Return (Net of 5%
0%
Expenses) 258 216 417 AN I S I N e JNC P T O CY P
IS & E & & @@ﬁ & @?:* Y F & & F & @%A
Ending Net Assets $7,836 $8,490 $8,490 e Maximum Actual Minimum 1 Year

UTIMCO 7/19/17
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Report prepared in accordance with Texas Education Code Sec. 51.0032

IV. SEPARATELY INVESTED ASSETS
Summary Investment Report at May 31, 2017

ASSET TYPES

Cash & Equivalents:
Beginning value 02/28/17
Increase/(Decrease)
Ending value 05/31/17

Debt Securities:
Beginning value 02/28/17
Increase/(Decrease)
Ending value 05/31/17

Equity Securities:
Beginning value 02/28/17
Increase/(Decrease)
Ending value 05/31/17

Other:

Beginning value 02/28/17
Increase/(Decrease)
Ending value 05/31/17

Total Assets:

Beginning value 02/28/17
Increase/(Decrease)
Ending value 05/31/17

($ thousands)
FUND TYPE

OPERATING FUNDS

CURRENT PURPOSE ENDOWMENT & ANNUITY & LIFE TOTAL EXCLUDING (DEBT PROCEEDS AND
DESIGNATED RESTRICTED SIMILAR FUNDS INCOME FUNDS AGENCY FUNDS OPERATING FUNDS (SHORT TERM FUND) TOTAL
BOOK  MARKET BOOK MARKET  BOOK  MARKET BOOK  MARKET BOOK  MARKET BOOK MARKET BOOK MARKET BOOK MARKET
- - 2,910 2,910 94,471 94,471 2,746 2,746 1,503 1,503 101,630 101,630 2,966,378 2,966,600 3,068,008 3,068,230
- - (1,024)  (1,024) _ (48,604)  (48,604) (1,524)  (1,524) 268 268 (50,884)  (50,884) 4,506 4,494 (46,378) (46,390)
- - 1,886 1,886 45,867 45867 1,222 1,222 1,771 1,771 50,746 50,746 2,970,884 2,971,094 3,021,630 3,021,840
- - 7 6 12,507 12,460 8,698 8,277 - - 21,212 20,743 - - 21,212 20,743
- - - - 109 234 (830) (694) - - (721) (460) - - (721) (460)
- - 7 6 12,616 12,694 7,868 7,583 - - 20,491 20,283 - - 20,491 20,283
- - 321 2,478 40219 52,225 10,982 11,835 - - 51,522 66,538 - - 51,522 66,538
- - (164) (165) 423 1,849 (1,266)  (1,121) - - (1,007) 563 - - (1,007) 563
- - 157 2,313 40,642 54,074 9,716 10,714 - - 50,515 67,101 - - 50,515 67,101
- - 122 122 2 2 4 4 177 177 305 305 - - 305 305
- - 1,609 1,609 (1) (1) 1 1 20,347 20,347 21,956 21,956 - - 21,956 21,956
- - 1,731 1,731 1 1 5 5 20,524 20,524 22,261 22,261 - - 22,261 22,261
- - 3,360 5,516 147,199 159,158 22,430 22,862 1,680 1,680 174,669 189,216 2,966,378 2,966,600 3,141,047 3,155,816
- - 421 420 (48,073)  (46,522) (3619)  (3,338) 20,615 20,615 (30,656)  (28,825) 4,506 4,494 (26,150) (24,331)
- B 3,781 5,936 99,126 112,636 18,811 19,524 22,295 22,295 144,013 160,391 2,970,884 2,971,094 3,114,897 3,131,485

Details of individual assets by account furnished upon request.

UTIMCO 6/16/2017
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8. U. T. System Board of Regents: Approval of annual distribution from the
Permanent University Fund

RECOMMENDATION

The Chancellor concurs with the Deputy Chancellor and the Executive Vice Chancellor for
Business Affairs in the recommendation that the Fiscal Year 2018 distribution from the
Permanent University Fund (PUF) to the Available University Fund (AUF) be increased from
$839,441,000 to $887,250,000 effective September 1, 2017. This distribution equates to 5.00%
of the trailing 12-quarter average of the net asset value of the PUF.

BACKGROUND INFORMATION

The PUF Investment Policy states that the Board of Regents will approve an annual distribution
from the PUF to the AUF. Regents’ Rule 80303 provides that the default distribution shall be an
amount equal to 4.75% of the trailing 12-quarter average of the net asset value of the PUF for
the quarter ending February of each fiscal year unless the average annual rate of return of the
PUF investments over the trailing 12 quarters exceeds the Expected Return by 25 basis points
or more, in which case distribution shall be an amount equal to 5.00% of the trailing 12-quarter
average. “Expected Return” is the Expected Annual Return or Benchmarks set out in Exhibit A
to the PUF Investment Policy Statement.

As shown in the table below, the average annual return of the PUF investments for the trailing
12 quarters ending February 28, 2017, did not exceed the Expected Return by 25 basis points
or more (=.25%). Therefore, as outlined in Regents’ Rule 80303, the “default” distribution rate
for Fiscal Year 2017-2018 would be 4.75%, or $842,888,000.

Trailing 12 Quarters
Ending February 28,
2017 Expected or Benchmark Excess/(Deficit)

Average Annual Rate of o o o
Return 5.34% 6.35% (1.01%)

Due to relatively strong capital market returns and a desire to continue to enhance quality

and invest in the institutions even during a period of moderate state funding, it is the
recommendation of the Chancellor, the Deputy Chancellor, and the Executive Vice Chancellor
for Business Affairs that the distribution from the PUF to the AUF for Fiscal Year 2018 be
$887,250,000 or 5.00% of the trailing 12-quarter average of the net asset value of the PUF.
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This calculation is shown below:

Quarter Ended Net Asset Value
05/31/2014 16,912,325,818
08/31/2014 17,364,902,520
11/30/2014 17,533,457,255
02/28/2015 18,043,442,921
05/31/2015 18,200,267,855
08/31/2015 17,490,041,365
11/30/2015 17,549,833,950
02/29/2016 16,977,772,075
05/31/2016 17,432,202,699
08/31/2016 17,880,150,606
11/30/2016 18,329,255,690
02/28/2017 19,226,506,187
$ 212,940,158,941
Number of quarters 12
Average Net Asset Value $ 17,745,013,245
Distribution Percentage 5.00%
FY 2017-18 Distribution (1) $ 887,250,000

(1) Rounded down to the nearest $1,000.

Article VII, Section 18 of the Texas Constitution requires that the amount of distributions to the
AUF be determined by the Board of Regents of The University of Texas System (Board of
Regents) in a manner intended to provide the AUF with a stable and predictable stream of
annual distributions and to maintain over time the purchasing power of PUF investments and
annual distributions to the AUF. The Constitution further limits the Board of Regents’ discretion
to set annual PUF distributions to the satisfaction of three tests:

1.

The amount of PUF distributions to the AUF in a fiscal year must be not less than the
amount needed to pay the principal and interest due and owing in that fiscal year on PUF
bonds and notes. The proposed distribution of $887,250,000 is substantially greater than
PUF bond debt service of $298,880,000 projected for FY 2017-2018.

System Debt Service
U.T. $ 180,380,000
TAMU 118,500,000
Total: $ 298,880,000
Sources: U. T. System Office of Finance

Texas A&M University System Office of
Treasury Services

The Board of Regents may not increase annual PUF distributions to the AUF (except as
necessary to pay PUF debt service) if the purchasing power of PUF investments for any
rolling 10-year period has not been preserved. As the schedule below indicates, the
average annual increase in the rate of growth of the value of PUF investments (net of
expenses, inflation, and distributions) for the trailing 10-year period ended

February 28, 2017, was 3.57%, which indicates that the purchasing power test was met.
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Average Annual Percent
Rate of Total Return, Net of Investment Manager Fees 5.31%
Mineral Interest Receipts 4.93%
Expense Rate (0.18)% (1)
Inflation Rate (1.82)%
Distribution Rate (4.67)%
Net Real Return 3.57%

(1) The expense rate as shown is a 10-year annualized average and includes PUF Land Expenses and PUF
investment management costs other than investment manager fees. Investment management fees are a
reduction to the Rate of Total Return.

The annual distribution from the PUF to the AUF during any fiscal year made by the
Board of Regents may not exceed an amount equal to 7.00% of the average net fair
market value of PUF investment assets as determined by the Board of Regents (except
as necessary to pay PUF bond debt service). The annual distribution rate calculated
using the trailing 12-quarter average value of the PUF is within the 7.00% maximum
allowable distribution rate.

Proposed
Distribution
as a % of Maximum
Value of PUF Proposed Value of PUF Allowed
Investments (1) Distribution Investments Rate
$17,745,013,245  $ 887,250,000 5.00% 7.00%

(1) Source: UTIMCO
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9. U. T. System: Discussion regarding possible creation of a nonprofit corporation for
the management of University Lands

DISCUSSION
Mr. Mark Houser, Chief Executive Officer - University Lands, will begin a discussion about the

possible creation of a nonprofit corporation for the management of University Lands, using a
PowerPoint set forth on the following pages.
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