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1. Consultation with Attorney Regarding Legal Matters or Pending and/or
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a.

U. T. System: Discussion and appropriate action regarding 2:35 p.m.
intellectual property litigation strategy including ongoing and  Mr. Burgdorf
proposed intellectual property litigation at U. T. Arlington and

separate intellectual property litigation at U. T. Austin

U. T. System: Discussion with counsel concerning pending 2:50 p.m.
legal issues Mr. Burgdorf

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

a.

U. T. Medical Branch - Galveston: Discussion and appropriate 3:05 p.m.
action regarding authorization and related terms of marketing President Stobo
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pharmaceutical needs

(Background materials are on Pages Executive Session 1 - 6.

The materials are for use in Executive Session only.)
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b. U.T. Arlington: Discussion and appropriate action concerning 3:20 p.m.
negotiations for the sublease of approximately 20,000 square President Spaniolo
feet of improvements and associated parking located at Ms. Mayne
1401 Jones Street, Fort Worth, Tarrant County, Texas, from Mr. Kirk Tames
the Board of Directors of Tax Increment Reinvestment Zone
Number Three, City of Fort Worth, for The University of Texas
at Arlington Fort Worth Higher Education Center
(Background materials are on Pages Executive Session 7 - 11.

The materials are for use in Executive Session only.)
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e Evaluation materials for academic presidents (Pages Executive
Session 12 - 22)

e Institutional background trends (Pages Executive Session 23 - 24)

e Materials on executive compensation from Buck Consultants
(Pages Executive Session 25 - 56)

e Chancellor Yudof's employment agreement (Pages Executive
Session 57 - 59)

The materials are for use in Executive Session only.
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D. RECESS 5:30 p.m.
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1. U. T. System: Annual Meeting with Officers of the U. T. System Student
Advisory Council

The U. T. System Student Advisory Council will meet with the Board of Regents to
discuss accomplishments of the Council and plans for the future, following their meeting
on February 10-11, 2006, wherein they finalized recommendations set forth on

Pages 2 — 8. A cumulative listing of Council recommendations and status is set forth on
Pages 9 - 14.

AGENDA
1. Executive and Standing Committee Member Introductions
2. Chairperson's Report and Overview
3. Executive Committee and Standing Committee Remarks and Recommendations

BACKGROUND INFORMATION

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

Council members scheduled to attend are:
Chair: Mr. Brent Chaney, U. T. Austin, English and Government
Academic Affairs: Mr. Franco Marquez, U. T. El Paso, Multi-Disciplinary Study

Student Involvement and Campus Life Committee: Ms. Stephanie Rich, U. T.
Permian Basin, Psychology

Health and Graduate Affairs Committee: Mr. Matthew Ramirez, U. T. Medical
Branch - Galveston, Doctor of Medicine

Financial and Legislative Affairs Committee: Mr. Omar Ochoa, U. T. Austin,
Business Honors Program
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Student Advisory Council
Brent Chaney, Chair

March 30, 2006

Chancellor Mark G. Yudof

Chancellor, The University of Texas System
601 Colorado St.

Austin, TX 78701

Dear Chancellor Yudof,

Each year, the UT System Student Advisory Council, consisting of two representatives from each
institution, meets to discuss issues of importance to students across the System. These
recommendations are researched, discussed, and debated until the most salient, relevant
recommendations are forwarded for your review. These recommendations represent the efforts of our
28 members over the past year. We trust that they will receive your earnest attention.

This was an innovative year for the Council. With the assistance of the Office of Academic Affairs and the
Office of Technology and Information Services we utilized Sharepoint, an online threaded discussion tool,
to keep our discussions going after our face-to-face meetings in Austin. Our recommendations cover a
variety of topics categorized into our four major working groups. This year’s committees included
academic affairs, graduate and health affairs, financial and legislative affairs, and student involvement
and campus life.

We continue to support the United to Serve Initiative which will be held on April 23-29, 2006 during the
National Volunteer Week and acknowledge the time and effort that your staff gives to coordinate that
program.

I would also like to take this opportunity to publicly thank and commend the members of the 2005-2006
University of Texas System Student Advisory Council for their service to the Council and to their fellow
students. These recommendations show their dedication and effort to serving their fellow students well,
and it has been an honor to serve as their Chair.

Finally, I would like to give a special thanks to Dr. Edward Baldwin. Without his guidance, much of what
we have accomplished would not have been possible.

We appreciate the opportunity to present these recommendations on behalf of the 180,000 students in
the UT System.

Sincerely,

Brent Chaney, Chair
The University of Texas System Student Advisory Council



THE UNIVERSITY of TEXAS SYSTEM STUDENT ADVISORY COUNCIL RECOMMENDATIONS TO
THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM

After careful consideration we, the members of The University of Texas System Student Advisory Council,
respectfully recommend the following recommendations to The University of Texas System Board Of
Regents. The findings of the Council show that recommendations presented here concern a wide array
of students at multiple institutions in The University of Texas System.

Graduate and Health Affairs
Recommendation 1

Require all U. T. System institutions which offer any health care component to institute
random drug testing of students participating in patient care and investigate the
effectiveness of current anti-drug efforts at our health institutions.

As society has evolved, drug use and abuse has gained a type of casual acceptance among young
adults attending our institutions. These same students participate in patient interaction through
various endeavors as part of their curriculum. Drug use among this population therefore could
have disastrous effects on patient care, the institution and the health care profession.

In 2005 an article in the New England Journal of Medicine® found drug and alcohol abuse by
observed physicians to be the primary behavior leading to Medical Board disciplinary action.
This finding is not isolated. The literature contains numerous accounts from across the
disciplines which find drug use among medical professionals to be a widespread problem. One
cannot assume that this behavior begins only after graduating from health care institutions.

Our goal at the U.T. System is to provide the health care field with the most competent and
prepared professionals possible. We recognize that every effort must be taken to ensure that
drug use does not influence patient care at our health institutions. If the Board concurs with the
Council with respect to this recommendation, the Board could act by taking the following
actions:

a. Initiate random drug testing for students participating in programs whose educational
activities bring them into patient contact or whose actions might alter patient care
through the administration or formulation of medication.

! papadakis, M. A., et al. (2005). Disciplinary Action by Medical Boards and Prior Behavior in Medical School.
New England Journal of Medicine, 353, 2673-2682.

Prepared for Student Advisory Council

By the Office of Academic Affairs

February 11, 2006



b. Evaluate current and/or develop new curriculum to increase student knowledge of the
dangerous and often personally/professionally damaging effects of drug abuse by
health care professionals with an emphasis on professional conduct in the Hippocratic
tradition.

c. Evaluate and promote Student Health Service programs available for individuals
seeking to relinquish their drug activities, with an emphasis on rehabilitation.

d. Develop a campus wide educational campaign (e.g. posters/pamphlets) that
recognizes the problem of drug abuse among health care professionals and the effects
such abuse has on patient trust, patient care and the public’s perception of the health
care profession.

This recommendation represents the best solution to an alarming drug culture present among
students at our campuses and places patient safety as well as professional conduct paramount at
these institutions.

Financial and Legislative Affairs
Recommendation 2

Ask all institutions to begin setting tuition locks or guarantees for incoming students based
on their academic program’s expected time of completion.

With decreasing monetary support from the State of Texas, students and their families are
expected to shoulder an increasing amount of the financial burden of their education. Though
this may be necessary to maintain a high quality education, the process used to set tuition makes
the total cost of education unpredictable. Students know what they will have to pay for their
education for a limited time which makes planning work schedules, financial aid, and family
contributions difficult. The recent 2 year process of setting tuition is a step in the right direction
but the system should strive to make the total cost of education known. Unpredictable tuition
has been one of the biggest complaints from parents and students since tuition deregulation.

Students are expected to know how long they will be working on their degree; in return they
should know how much it is going to cost to complete their degree. When students gain entry
into higher education, i.e. universities, law schools, medical schools, etc., they will benefit from
knowing the total cost of their education within a time frame. The time frame will consist of the
number of years indicated by each program, depending on the form of higher education. For
example, an undergrad program normally consists of four years, medical school four years and
law schools three years. Tuition would be fixed or “locked” for the indicated number of years
estimated for each program.

Prepared for Student Advisory Council
By the Office of Academic Affairs
February 11, 2006



Tuition locks can also increase timely graduation. Once the student acquires a “locked” fee
he/she will be able to more accurately plan their expenses for pursuing a degree. Unforeseen
costs become unpredictable obstacles that potentially delay graduation. The percentage of
students graduating in four years may increase once the number of “unpredictable” obstacles for
obtaining a higher education is reduced. Being able to plan for education costs increases a
student’s ability to plan for timely graduation. Also, a financial incentive to graduate on time is
created as students will strongly consider graduating on time to avoid increases in their tuition.

Recommendation 3
Implement standard dates for the tuition setting process at each institution.

Each institution has a tuition setting process that includes a committee consisting of students,
faculty and administrators. The involvement of students on these committees has been an
important way of including the major stakeholders of the university in the process.

What’s important is that students are given the maximum opportunity to have an impact on the
tuition deliberations. The education of the tuition committee has a direct effect on the
productivity and quality of its members. Because there are no standard dates in place for when
students should appoint new members, receive briefing information or solicit student feedback, it
makes it extremely difficult for students to get up to speed on difficult information.

The system should require each institution to work with student leaders to develop a standard

calendar. As a minimum, the Board should instruct institutions to provide tuition committees
information and an education briefing two weeks before their first meeting. This first meeting
should be no later than one month prior to the due date of the recommendation.

Academic Affairs
Recommendation 4
Require an Online Degree Audit Plan Evaluation Tool at each Institution.

While some of the departments in our universities have capable degree plans online, the entire
system would benefit from a simple, user friendly, new setup of degree plans.

This online program should be constructed in phases that systematically address the needs of the
student population. Initially the program should include:

a.  Updated information on the student’s progress (transcript)
b.  Classes needed for completion of their degree
c.  Printable degree plan to speed up advising process

Prepared for Student Advisory Council
By the Office of Academic Affairs
February 11, 2006



Later phases of this program should contain:

a.  Registration information for those classes (date, time, place and professor)
b.  Financial information regarding tuition and fees to be assessed for that semester

Ultimately, this would be a great tool in improving graduation time and rates because it would
take much of the guess work out of registration, advising, and financial predicaments that many
of our students face.

Recommendation 5
Require Advising Accountability.

It is our recommendation that all advisors be held accountable for the advice they offer to
students in regard to the class offerings and the degree requirements. Students are often
frustrated with the process and the information received. This slows the progress of graduation.

For this reason, we urge the system to increase advisors’ accountability for assisting the students.
Advisors should be required to have an understanding of degree plans so that the quality and
accuracy of their advising is the best. Additionally, all advisors should have an audit done every
five years so that a record of their performance of helping students graduate is maintained. For
faculty advisors, it would serve as a component in tenure and post-tenure evaluations. For staff
advisors, it would serve as a component of their job performance evaluations.

Recommendation 6
Develop a Transfer Equivalency Guide that is useable by all UT System Schools.

The University of Texas at Austin offers an online program, The Automated Transfer
Equivalency Guide (ATE), which is unheard of at the rest of our institutions. The system is a
searchable database of transfer credit evaluations for more than 246,966 courses offered at Texas
colleges & universities. It offers an equivalency guide form that allows students to know
whether a class taken at another institution will count towards their required classes at UT
Austin. All academic institutions would benefit from such a program. Allowing prospective
transfer students the ability to see how much of their earned credit hours would be accepted at
our institution would further facilitate the steps in attending one of the UT institutions.

Making this program available between our universities would further enhance the appeal of our
system to the rest of Texas and beyond.

Prepared for Student Advisory Council
By the Office of Academic Affairs
February 11, 2006



Student Involvement & Campus Life
Recommendation 7

Create and moderate a network (similar to The University of Texas System Student
Advisory Council (UTSSAC) Portal) to facilitate communication within the UT System
schools.

As student representatives from our respective schools, we have, through social and formal
engagements, shared ideas of what various departments at our home institutions are doing to
make the experience of each UT System student successful and memorable. UTSSAC offers the
separate institutions an opportunity to share individually what the student government
association, Student Affairs, and other organizations at each institution do for different activities.
If the student representatives (other than the two UTSSAC members) had an opportunity to
contact other UT System students on a regular basis, then students would be able to know ahead
of time if a certain plan of action has been successful in the past at another campus. Thus,
energy, time, and resources could be saved.

The Council offers the following guidelines it believes are important to be included in the
intercampus communication network:

a. The network should be piloted with the student government group of each institution.
Access will be limited to the student government group president and one additional
officer.

b. The network should be closely moderated to avoid misuse of such resource.

c. Depending on the success of the network, it will be opened up to the various divisions
of campus. Each would have a username and pass code, such that Student Activities,
Greek Life, Orientation Program, etc. would be allowed to review, post, and respond
only to their department.

d. The Student Regent would have access to the network in order to enhance
communication with the rest of the UT Student Leaders.

Prepared for Student Advisory Council
By the Office of Academic Affairs
February 11, 2006
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F. APPROVAL OF MINUTES
G. CONSIDER AGENDA ITEMS
2. U. T. System Board of Regents: Approval of proposed appointments of

members to the Board of Directors of The University of Texas Investment
Management Company (UTIMCO)

RECOMMENDATION

Chairman Huffines will make recommendations for two appointments to The University
of Texas Investment Management Company (UTIMCO) Board of Directors.

BACKGROUND INFORMATION

Section 66.08 of the Texas Government Code requires that the U. T. System Board of
Regents appoint all members of the Board of Directors of UTIMCO. The positions to be
considered are currently held by Mr. Woody L. Hunt and Mr. J. Philip Ferguson.

Mr. Hunt and Mr. Ferguson were appointed for terms expiring on April 1, 2006. The
new terms will expire on April 1, 2009.

3. U. T. System Board of Regents: Amendment to the Regents' Rules and
Reqgulations, Series 20201, Section 1 (Presidential Selection)

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor
for Academic Affairs, the Executive Vice Chancellor for Health Affairs, and the
Vice Chancellor and General Counsel that the Regents' Rules and Regulations,
Series 20201, Section 1 be amended as set forth in congressional style on
Pages 16 - 18.

BACKGROUND INFORMATION

The proposed amendments to the Regents' Rules and Regulations provide that the
Executive Vice Chancellor for Academic Affairs or the Executive Vice Chancellor for
Health Affairs serves as Chairman of the Presidential Search Advisory Committee
unless the Chairman of the Board of Regents makes another appointment; provide for
development of a timetable for the Advisory Committee's work; and encourage
consideration of candidates with diverse professional backgrounds and experiences.
The proposed amendments are in accordance with the request by Chairman Huffines at
the December 2004 meeting for modifications to the presidential search procedures to
result in a shorter and more efficient search and selection process.
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The University of Texas System

Rules and Requlations of the Board of Regents Series: 20201
1. Title

Presidents
2. Rule and Regulation

Sec.1 Presidential Selection. The Board of Regents selects the president of
each institution.

11

Advisory Committee. When i-is-knewn-thatthere is to be a
vacancy in the office of a president ef-an-institution, an Advisory
Committee shall be established to recommend candidates to the
Board. No person who elects to be a candidate for the vacancy
may serve on the Advisory Committee. The Executive Vice
Chancellor for Health Affairs or the Executive Vice Chancellor
for Academic Affairs shall serve as be-Chairman of the Advisory
Committee_unless the Chairman of the Board makes another
appointment. h-eircumstances-where- the Executive Vice

Creneclormonr be o cone coe o e o e Loe Do o0

the-Board—lneluding-its- Chairman,-cCommittee membership is

as follows:

(a) At least one Regent to be appointed by the Chairman of the
Board.

(b) Two presidents from the U. T. System to be appointed by the
Chairman of the Board.

(c) The Executive Vice Chancellor for Academic or Health Affairs.

(d) Three faculty members from the institution involved. At least
two of the members shall have the rank of associate
professor or higher. The method of selection for selecting
the faculty members shall be determined by the faculty
governance of the campus.

(e) One Dean to be selected by the Deans’ Council of the
institution involved for academic institutions. At health-
related institutions, the member will be the Dean of the
Medical School irvelved or in the absence of that position
the member will be a senior representative of the teaching
program of the institution selected by the Chairman of the
Board.

16



The University of Texas System
Rules and Requlations of the Board of Regents Series: 20201

1.2

1.3

() One student, in good academic standing, from the institution
involved. The method of selection shall is-te-be determined by the
student governance of the campus irvelved-or, if there is no
student governance, by the Chairman of the Board. If the institution
does not have students, this category of representation shall be
omitted.

(g) The President of the alumni association of the campus involved. If
the institution does not have an active alumni organization, an
alumnus of the institution may be selected by the Chairman of the
Board.

(h) One nonfaculty employee of the institution involved. The method of
selection shall te-be determined by the staff or employee council of
the institution involved. If there is no staff or employee council,
selection will be by the Chairman of the Board.

(i) At least two representatives of the institution’s external constituency
who have demonstrated a deep interest in and support of the
institution, its programs, and its role in community activities to be
appointed by the Chairman of the Board.

Diversity of Members. Campus constituent groups with responsibility
for selection of Advisory Committee representatives are expected to
consider diversity, particularly as it relates to minority and female
representation. Unless there are unusual delays in faculty, staff, or
student representative selection that postpone initiation of the
committee process, the Chairman of the Board will make his or her
appointments to the Advisory Committee after campus selections to
maximize the prospect that the total committee composition reflects
diversity. The Chairman’s appointments to the Advisory Committee
will be made following due consideration of input from members of the
Board, the institutional leadership, and community leaders related-to

the Committee composition.

Selection Criteria. Selection criteria for the president shall relate to the
needs of the individual institution.

17



The University of Texas System
Rules and Requlations of the Board of Regents Series: 20201

1.4

15

1.6

1.7

1.8

1.9

Responsibilities of the Committee Chairman. The Committee
Chairman shall develop a timetable for the Committee's work, in
consultation with the Chairman of the Board, and shall initiate
mechanisms to develop an appropriate candidate pool and to seek
information on the several candidates.

Responsibilities of the Advisory Committee. The Advisory Committee
shall inquire from competent sources as to the candidates’ academic,
administrative, and business abilities.

Interviews. The Advisory Committee may interview candidates as a
part of its selection process. Interviews should be conducted on the
basis-keeping-n-mind that the confidentiality of the process is critical
impoertant to its ultimate success.

Recommendation. The Advisory Committee shall submit to the Board,
through its Chairman, a recemmended-list of no more than

10 recommended candidates with no preference indicated.
Candidates recommended submitted-shall have received a majority
vote of the Committee. The Committee shall strive to include
candidates with diverse professional backgrounds and experiences.

Finalists. The Board determines which efthe-candidates will be further
interviewed prior to naming a finalist or finalists. If none of the names
submitted by the Advisory Committee is satisfactory to the Board of
Regents, then the Board in its discretion may either name a new
committee or proceed to select a president under such other
procedures as in its discretion it may deem proper and appropriate.

Alternate Process. When the Board of Regents has candidate(s) from
recent searches at other institutions, from within the U. T. System,
and/or of national prominence from outside the U. T. System to
advance for consideration, the Chairman of the Board of Regents shall
appoint a Special Committee to provide the Board with advice and
evaluation consistent with that usually provided by an Advisory
Committee. The Special Committee shall be composed as specified
above for the Advisory Committee but will not include members of the

Board of Regents Jih&aelweeef—theépeetal—eem%mnee—shm#be

Chaneellor—The Special Committee shall not extend its consideration
beyond those candidates referred to it by the Board of Regents without
specific concurrence from the Board.

18



4. U. T. System Board of Regents: Adoption of Regents' Rules and
Regulations, Series 40602, related to Organized Research Units

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs, the Executive Vice Chancellor for Health Affairs, and the Vice
Chancellor and General Counsel that a new rule, related to support of Organized
Research Units as set forth on Pages 20 - 22, be adopted as Regents' Rules and
Regulations, Series 40602. The proposed Rule may be considered by the Academic
Affairs Committee and/or the Health Affairs Committee on May 10, 2006.

BACKGROUND INFORMATION

Since 1996, the Offices of Academic and Health Affairs have maintained a set of
informal guidelines to facilitate the development of organized research units within the
institutions.

On August 11, 2005, the Board asked that suggested procedures related to the
establishment and periodic review of centers, institutes, and similar research units be
presented for review at a future meeting. Drafts of this proposed Rule were reviewed by
presidents, vice presidents for research, and members of the Faculty Advisory Council.

The proposed Regents' Rule specifies the procedures for establishing and reviewing
organized research units.

19



The University of Texas System
Rules and Requlations of the Board of Regents Series: 40602

1. Title

Organized Research Units

2. Rule and Regulation

Sec. 1

Sec. 2

Functions of an organized research unit. An Organized Research Unit
(ORU) is established to provide support for interdisciplinary research
that complements the academic goals of departments of instruction
and research. These units are typically referenced as institutes,
laboratories, or centers. The functions of an ORU are to

1.1 Facilitate research and research collaborations;

1.2 Disseminate research results through conferences, meetings, and
other activities;

1.3 Strengthen graduate and undergraduate education by providing
students with training opportunities and access to facilities;

1.4 Seek extramural research funds; and

1.5 Carry out university and public service programs related to the
ORU'’s research expertise.

Designation of ORUs. Units included as organized research units
normally carry one of the designations listed and defined below.
Institute, Laboratory, and Center are the most commonly used
designations.

2.1 Institute. A major unit that coordinates and promotes faculty and
student research on a continuing basis over an area so wide that
it extends across department, school or college, or campus
boundaries. The unit enhances and supports broad-based
research efforts. The unit may also engage in public service
activities stemming from its research program, within the limits of
its stated objectives.

2.2 Laboratory. A nondepartmental organization that establishes and
maintains facilities for research in several departments,
sometimes with the help of full-time research staff appointed in
accordance with institutional policy. A laboratory in which
substantially all participating faculty members are from the same
academic department is a departmental laboratory and not an
ORU.

20



The University of Texas System
Rules and Requlations of the Board of Regents Series: 40602

Sec. 3

Sec. 4

Sec. 5

Sec. 6

2.3 Center. A unit that furthers research in a designated field or a unit
engaged primarily in providing research facilities for other units
and departments. Centers with anticipated annual budgets of at
least $3,000,000, representing the sum of research grants and
contracts managed through the Center’s operations as well as
institutional and other funding, are in this category.

2.4 Non-ORU Center. The term Center may be used for research
units not formally constituted as ORUs. Centers with an
anticipated annual budget of less than $3,000,000 may be
constituted upon approval of the campus president or designee.
The campus shall periodically review non-ORU centers and
programs.

Procedure for Establishment of ORUs. An ORU is established upon
submittal and approval of a proposal by the president and the
Executive Vice Chancellor for Academic Affairs or the Executive Vice
Chancellor for Health Affairs. The proposal should describe the
purpose and benefits of the ORU to the institution, the faculty members
and other participants, research and other activity plans, space
requirements, and budget needs. If institutional space or funds are
committed, confirmation of such commitments from the appropriate
institutional representative should be included in the proposal.

Named ORU. Proposals to name an ORU for an individual or an entity
must comply with the provisions of Regents’ Rules and Regulations,
Series 80307, related to honorific and gift-related namings, and should
be submitted to the appropriate Executive Vice Chancellor. The ORU
naming will only be maintained as long as the ORU is active.

Advisory Committee or Council. Each ORU is headed by a director
and will have an advisory committee/council that assists the director in
setting the unit’s goals and may assist by critically evaluating its
effectiveness on a continuing basis. The creation of an advisory
committee/council must be approved by the Board of Regents in
accordance with Regents’ Rules and Regulations, Series 60302.

Procedures for Review. Periodic review of ORUs is necessary to

ensure consistency with institutional goals and priorities and the
institution’s need to sustain a capacity to innovate. Each ORU should
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The University of Texas System
Rules and Requlations of the Board of Regents Series: 40602

Sec. 7

be reviewed at least every six years. An ad hoc committee shall be
formed to assess the ORU'’s original goals and objectives, its present
functioning, recent accomplishments, future plans, adequacy of space
and budget allocations, and future prospects to contribute to the
institution’s vision and mission. The committee’s report will be
forwarded to the president, who, in consultation with others, will
determine whether the ORU should continue, be phased out, or be
discontinued. The president shall forward the recommendation and ad
hoc committee’s report to the Executive Vice Chancellor for Academic
Affairs or the Executive Vice Chancellor for Health Affairs.

ORU Reviews and Approvals. The periodic reviews and the
establishment of institutes, laboratories, and centers must be filed with
the Office of Academic Affairs or Health Affairs. Such office will
maintain and make available to the Board of Regents an inventory of
those organized research units throughout The University of Texas
System.
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5. U. T. System Board of Regents: Amendment to the Regents' Rules and
Requlations, Series 31001, Section 2.4 (Honorific Titles)

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs, the Executive Vice Chancellor for Health Affairs, and the Vice
Chancellor and General Counsel that the Regents' Rules and Regulations,

Series 31001, Section 2.4, regarding honorific titles, be amended as follows in
congressional style:

2.4 Honorific Titles

(b) Distinguished Teaching Professor. Members of an institutional
academy of distinguished teachers, approved by the Chancellor,
the Executive Vice Chancellor for Academic Affairs, or the

recognize faculty members who have made significant contributions
to education.

BACKGROUND INFORMATION

The proposed amendment to the Regents' Rules and Regulations clarifies that the use
of the title Distinguished Teaching Professor is permissible at all approved academies of
distinguished teachers within the U. T. System.

6. U. T. System Board of Regents: Amendments to the Regents' Rules and
Reqgulations, Series 80307, regarding naming policy

RECOMMENDATION

The Chancellor concurs in the recommendation of the Vice Chancellor for External
Relations, the Executive Vice Chancellor for Academic Affairs, the Executive Vice
Chancellor for Health Affairs, and the Vice Chancellor and General Counsel that the
Regents' Rules and Regulations, Series 80307, regarding Naming of Facilities, be
retitted as Naming Policy and be amended as set forth in congressional style on
Pages 25 - 30. The policy will also include a naming approvals chart at Section 9 of
the Rule (Pages 28 — 29).
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BACKGROUND INFORMATION

Current Regents' Rules and Regulations, Series 80307 sets forth the U. T. System's
general policy on namings of institutional facilities, programs, and streets. The goal of
the proposed revisions to the Regents' Rules is to ensure that all namings are carefully
considered on a case-by-case basis, in accordance with procedures established by the
Office of External Relations. If a U. T. System institution is to honor the name of any
individual, corporation, or other organization, it is critical that the activities of such
individual, corporation, or organization be in alignment with the mission and purpose of
the U. T. System and its institutions. As provided in the proposed revisions, any naming
for a corporate entity (defined in the policy as a “corporate or other legal entity”) will also
include a careful investigation into the corporation's financial and ethical status and
confirmation that no conflicts of interest exist.

As proposed in the revised Rule, all namings for streets and prominent facilities or
programs would require approval by the Board. All other namings would require
approval by the Chancellor, or in certain circumstances, the institutional president.
All corporate namings, whether for prominent or less prominent facilities or programs,
would require careful consideration at the U. T. System level, to ensure avoidance of
any conflicts of interest.

The requirement that all street namings require Board approval has been the historical
practice for those namings. Adding the requirement to this Rule formalizes the long-
standing policy.

In addition, the proposed revised Rule provides that, rather than require an annual

update of facilities identified for naming be provided to the Board, any naming that does
not require Board approval must be reported to the Board annually.
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The University of Texas System
Rules and Requlations of the Board of Regents Series: 80307

1. Title

Naming Policy-ofFacilities

2. Rule and Regulation

Sec. 1

Sec. 2

NamingGeneral. Before proceeding with any naming, institutions must
carefully consider all circumstances surrounding the naming, including
the overall benefit to the institution and whether displaying the name is
and will continue to be a positive reflection on the institution. Any

amlng of Majepl;aeumes%e—nanm;}g—ef—buﬂm%rgs—efehepma}e;

than—the4eve#ef—me—Be&Fd—sueh—FeeemmendanensFaC|lltles and
Programs must undergo a high level of consideration and due
diligence to ensure that the name comports with the purpose and
mission of the U. T. System and its institutions. No naming shall be
permitted for any corporation or individual whose public image,
products, or services may conflict with such purpose and mission.

Naming of Prominent Facilities and Prominent Programs. Each

Prominent Naming must be approved by the Board of Regents via the
agenda. Recommendations for any Prominent Naming shall be
forwarded to the Board of Regents with recommendations of the
Chancellor, the Executive Vice Chancellor for Academic or Health
Affairs or-the-Executive- Vice-Chancellorfor-Academic-Affairs, the Vice
Chancellor for External Relatlons and the preS|dent of amnsmune#

wa%h&agendathe |nst|tut|on accordlnq to procedures establlshed by

the Office of External Relations.
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Sec. 23

Sec. 4

Namlng of Less Prominent FaC|I|t|es—I;er—Less—|eFem+nen{—fae+Lmes—sueh

less—pmmme*%aeade%c—een%e#s—ppegrams—and—msnaﬁes and Less

Prominent Programs. The Board of Regents has delegated naming

authority is-delegated-to-each-nstitutionfor Less Prominent Facilities

and Less Prominent Programs to each president based on a set of
general guidelines whichthat are reviewed and approved by the
Chancellor—A—repert-of such-naming-will, except that any Corporate
Naming requires approval by the Chancellor and compliance with the
procedures set forth below in Section 8, including the requirement for
advance consultation. A report of each naming that did not require
approval by the Board of Regents shall be included with the annual
operating budget submission or updated Capital Improvement
Program._The Vice Chancellor for External Relations will make final
determinations as to what types of Facilities and Programs may be
considered Less Prominent.

Naming of Streets. The naming of all streets located on campus must

Sec. 35

be approved by the Board of Regents. Recommendations for any
street names shall be forwarded to the Board of Regents with
recommendations of the Chancellor, the Executive Vice Chancellor for
Academic or Health Affairs, the Vice Chancellor for External Relations,
and the president of the institution.

Hononflc Namlng Under appropriate cwcumstances FaC|I|t|es and

aneLe%her—en%%s#na%alseProqrams may be named for |nd|V|duaIs

who have made exemplary or meritorious contributions to the U. T.
System or any of its institutions or society._Any naming in honor of
campus administrative officials, faculty, staff, or elected or appointed
public officials shall normally occur only after the campus employment
or public service has concluded.

S e e el el ol Den o Sec. 6 Gift-Related Naming.

Facilities and Programs may be named under the terms of a
negotiated qift agreement to memorialize or otherwise recognize
substantial gifts and significant donors or individuals designated by

donors. Each institution willshall develop guidelines for what
constitutes substantial and S|gn|f|cant donations to warrant a gift-




The University of Texas System
Rules and Requlations of the Board of Regents Series: 80307

Sec.-47

Sec. 8

purpese-of-the-facility-or-entity-or-otherfactors. Institutional donor

guidelines are subject to prior administrative review and approvalmust
be approved by the Executive Vice Chancellor for Academic Affairs or

the Executive-Vice- Chancellerfor-Health Affairs, the Vice Chancellor
for External Relations, and the Vice Chancellor and General Counsel
for inclusion in the institutional Handbook of Operating Procedures.

Naming Related to Development Campaign. When the-raming-of
buildings-or-othermajor-facilities-or-entitiesa Prominent Naming is

contemplated as part of a special-private-fund-development campaign,
that campaign, the proposed naming, and the associated private-fund

contributions to be sought shall have prior approval of the institution’s
president, the Executive Vice Chancellor for Academic Affairs or the
Executive-Vice-Chaneellorfor-Health Affairs, the Vice Chancellor for
External Relations, the Chancellor, and the Board of Regents as
required in Series 60301 of the Regents' Rules and Regulations
concerning the development board of an institution.

Corporate Naming. Each Corporate Naming for Prominent Facilities or

Programs must be approved by the Board of Regents. Each
Corporate Naming for Less Prominent Facilities or Programs must be
approved by the Chancellor.

8.1  Special Considerations. The Office of External Relations must
complete a detailed due diligence review, in accordance with
policies and procedures established by that office, of the
corporation prior to any Corporate Naming. Each Corporate
Naming must be analyzed to ensure that there are no conflicts
of interest. Certain restrictions may also apply to any proposed
naming of a Facility financed with the proceeds of tax-exempt

bonds.
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8.2  Procedures for Corporate Naming. Before neqotiating a
possible Corporate Naming, the president shall send a written
reqguest, in compliance with procedures established by the
Office of External Relations, to the Executive Vice Chancellor
for Academic or Health Affairs. Following review and approval
in accordance with the procedures set forth herein and in the
procedures established by the Office of External Relations, the
institution shall negotiate a qgift agreement with the corporation,
using the Standard Corporate Naming Gift/Licensing Agreement
prepared by the Office of General Counsel. Any substantive
variations to the standard agreement must be approved by the
Office of General Counsel. The Executive Vice Chancellor for
Academic or Health Affairs shall have authority to sign such gift
agreements after appropriate approval.

Sec. 9 Namings Approvals Chart

Corporate* Non-Corporate
Prominent** Board of Regents Board of Regents
: e Institutional
Less Prominent Chancellor :
e President

* |n addition to the approvals specified in this chart, all requests for corporate naming
must be forwarded in writing by the institution’s president to the Executive Vice
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Chancellor for Academic or Health Affairs (as appropriate), the Vice Chancellor for
External Relations, and the Office of General Counsel; must be recommended by the
Chancellor; and must otherwise comply with specific guidelines relating to corporate

naming.

** |n addition to the approvals specified in this chart, all requests for naming for
Prominent Facilities and Programs (as defined in Regents’ Rule, Series 80307) must be
recommended by the Chancellor, the Executive Vice Chancellor for Academic or Health
Affairs (as appropriate), and the Vice Chancellor for External Relations and must comply
with procedures established by the Office of External Relations. The Vice Chancellor for
External Relations, in consultation with the Executive Vice Chancellor for Academic or
Health Affairs (as appropriate), makes final determinations as to which Facilities and
Programs are considered Prominent.

*** Any naming for Less Prominent Facilities and Programs shall be based on a set of
general guidelines that are reviewed and approved by the Chancellor. The Vice
Chancellor for External Relations, in consultation with the Executive Vice Chancellor for
Academic or Health Affairs (as appropriate), makes final determinations as to which
Facilities and Programs are considered Less Prominent.

Sec. 10 Announcements. No institution shall announce the naming of any
Facility or Program prior to the final approval required by this Rule.
3. Definitions
None

Facilities - all physical facilities and buildings.

Prominent Facilities - buildings; athletic facilities; other prominent facilities,
such as wings of buildings, major components of buildings, large auditoria,
concert halls, atriums, prominent outdoor spaces, and clinics.

Less Prominent Facilities - Facilities such as laboratories, classrooms,
seminar or meeting rooms, and patient rooms that the Vice Chancellor for
External Relations, in consultation with the Executive Vice Chancellor for
Academic or Health Affairs, determines are less prominent and therefore
not within the category of Prominent Facilities.

Programs - all nonphysical entities.

Prominent Programs - major entities, such as colleges, schools, academic
departments, and prominent academic centers, programs and institutes.
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Less Prominent Programs - academic centers, programs, and institutes
that the Vice Chancellor for External Relations, in consultation with the
Executive Vice Chancellor for Academic or Health Affairs, determines are
less prominent and therefore not within the category of Prominent

Programs.

Corporate Naming - the naming of any Facility or Program after a corporate or
other legal entity.

Prominent Naming - the naming of Prominent Facilities or Prominent Programs.
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7. U. T. System Board of Regents: Adoption of Regents' Rules and
Regulations, Series 20205, relating to expenditures for travel,
entertainment, and housing by the Chancellor and presidents of
the U. T. System

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs, the Executive Vice Chancellor for Health Affairs, the Executive
Vice Chancellor for Business Affairs, the Vice Chancellor and General Counsel, the
Vice Chancellor for Administration, and the Counsel and Secretary to the Board that
a new rule, related to expenditures for travel, entertainment, and housing by the
Chancellor and presidents of the U. T. System as set forth on Pages 33 - 35, be
adopted as Regents' Rules and Regulations, Series 20205.

BACKGROUND INFORMATION

In the performance of their unique roles, the Chancellor and presidents of the U. T.
System (or chief administrators), are frequently called upon to travel on behalf of the

U. T. System and its institutions; to extend official hospitality to important visitors; and to
entertain guests in conjunction with alumni and development activities, campus events,
and other official functions. As a public institution, the U. T. System must make the
most efficient and effective use of funds entrusted to it by various constituencies when
making expenditures for those purposes and must be able to demonstrate compliance
with applicable laws and rules. Additionally, the U. T. System must ensure that
expenditures support the mission and purpose of the U. T. System and are not made for
a private purpose.

The proposed Rule is an effort to recognize the importance of oversight and
accountability, transparency, and fiscal responsibility in the expenditure of funds for
travel, entertainment, and housing by a chief administrator through the following
requirements:

o All foreign travel, excluding travel to Mexico or Canada, must be approved in
advance by the Chairman of the Board of Regents for the Chancellor and by the
appropriate Executive Vice Chancellor for the presidents.

. Expenditures that exceed $10,000 for the furnishing, maintenance, or repair
of a residence or its grounds owned by the U. T. System must be approved in
advance by a committee composed of the Executive Vice Chancellor for
Business Affairs, the Vice Chancellor and General Counsel, and the Counsel and
Secretary to the Board of Regents.
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. Reimbursements to the Chancellor must be reviewed and approved by the
Counsel and Secretary to the Board of Regents before payment. Reimburse-
ments to a president of the U. T. System must be reviewed and approved by the
institution's chief business officer before payment.

. A chief administrator must request reimbursement for travel, entertainment, or
housing expenses within 90 days of the date on which the expense was incurred.

. Chief administrators must file quarterly reports of travel, entertainment, and
housing expenses incurred on their behalf or on behalf of their spouses. The
Chancellor's report will be reviewed by the Chairman of the Board of Regents
and each president's report will be reviewed by the appropriate Executive Vice
Chancellor.

. Audits will be performed annually on travel, entertainment, and housing
expenses incurred on behalf of chief administrators or their spouses. The results
will be shared with the Audit, Compliance, and Management Review Committee
of the Board of Regents.

In addition, U. T. System staff will review and propose needed revisions to current U. T.

System administrative policies related to travel, business expenses, and other
reimbursements.
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1. Title

Expenditures for Travel, Entertainment, and Housing by Chief Administrators

Sec. 1

Sec. 2

Sec. 3

Sec. 4

Rule and Regulation

Purpose. The University of Texas System Administration and U. T.
System institutions are governed by state law and rules and
regulations promulgated under those laws, as well as System-wide
and institutional policies and procedures, concerning expenses
incurred by officials for travel, entertainment, and housing. While
recognizing the unique role of the Chancellor and presidents in
representing the U. T. System and its institutions, the Board of
Regents also recognizes the importance of oversight and
accountability, transparency, and fiscal responsibility. The purpose of
this Rule is to prescribe, clarify, and provide uniformity in the approval,
review, and audit process for travel, entertainment, and housing
expenses incurred by the Chancellor and presidents.

Prudent Use of Funds. In the performance of their unique roles, the
chief administrators are frequently called upon to travel on behalf of the
U. T. System and its institutions, to extend official hospitality to
important visitors, and to entertain guests in conjunction with alumni
and development activities, campus events, and other official functions.
As a public institution, the U. T. System must make the most efficient
and effective use of funds entrusted to it by various constituencies
when making expenditures for those purposes and must be able to
demonstrate compliance with applicable laws and rules. Additionally,
the U. T. System must ensure that expenditures support the mission
and purpose of the System and that the expenditures are not made for
a private purpose.

Travel Expenditures. All expenditures for travel by a chief administrator
or his or her spouse must be for a business purpose of the U. T.
System or the institution and must comply with all laws and policies of
the institution and the U. T. System. All foreign travel, excluding travel
to Canada or Mexico, must be approved in advance by the Chairman of
the Board of Regents for the Chancellor and by the appropriate
Executive Vice Chancellor for the presidents.

Housing Expenditures. All expenditures that exceed $10,000 for the

furnishing, maintenance, or repair of a residence or its grounds owned
by the U. T. System must be approved in advance by a committee
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Sec. 5

Sec. 6

Sec. 7

composed of the Executive Vice Chancellor for Business Affairs, the Vice
Chancellor and General Counsel, and the Counsel and Secretary to the
Board of Regents. Prior approval by the committee is not required for
expenditures made on an emergency basis to prevent damage to property.

Documentation and Review. Each chief administrator shall comply with all
documentation requirements imposed by law and System Administration and
institutional policies for travel, entertainment, and housing expenses,
including providing detailed receipts and information on the purpose of the
expense and the individuals or groups attending the event.

5.1 Each chief administrator shall take all necessary and reasonable steps
to ensure that all employees follow applicable procedures for expense
reimbursement.

5.2 Reimbursements to the Chancellor must be reviewed and approved by
the Counsel and Secretary to the Board of Regents before payment.
Reimbursements to a president of a U. T. System institution must be
reviewed and approved by the institution’s chief business officer before
payment. Evidence of review must be documented in writing.

Timeliness of Requests for Reimbursements. A chief administrator must
request any reimbursement for travel, entertainment, or housing expenses
within 90 days of the date on which the expense was incurred.

Reporting. Each chief administrator shall file quarterly reports of travel,
entertainment, and housing expenses in a format to be developed by the
Executive Vice Chancellor for Business Affairs. The Chancellor shall file the
report with the Counsel and Secretary to the Board of Regents for review by
the Chairman of the Board of Regents. Each president shall file the report
with the appropriate Executive Vice Chancellor. The reports are due not later
than the 30" day of January, April, July, and October.

7.1 Reporting on Travel, Entertainment, and Housing. The quarterly
reports must include each expense that exceeds $100 and that is
reimbursed to the chief administrator during the quarter or directly paid
to a vendor on the chief administrator’s behalf. (This does not apply to
events hosted by a chief administrator for development activities or to
honor faculty, staff, or other quests, at which more than 10 individuals
are present.) The report must include the payee, the date and amount
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Sec. 8

of the expense, the type and, if applicable, the location of the
event/expense, the participants if any, the business purpose of the
expense, and the account to be charged for the expense.

7.2  Reporting on Reimbursable Spousal Expenses. The quarterly reports
must include each travel, meal, or incidental expense that exceeds
$100 and that is reimbursed to a chief administrator’s spouse during
the quarter or directly paid to a vendor on the spouse’s behalf. The
report must include the information specified by Section 7.1 above.

Audits. Within 90 days after the end of each fiscal year, the System Audit
Office shall audit the travel, entertainment, and housing expenses for which
the Chancellor or spouse has been reimbursed or that have been directly paid
on the Chancellor’s or spouse’s behalf. Within 90 days after the end of each
fiscal year, the office that performs internal audits at each institution shall
audit the travel, entertainment, and housing expenses for which the president
or spouse has been reimbursed or that have been paid directly to a vendor on
the president’s or spouse’s behalf. The U. T. System Director of Audits shall
provide guidance and direction to the institutional auditors as appropriate.

8.1 The System Audit Office shall submit the results of the audit to the
Chairman of the Board with a copy to the Counsel and Secretary to the
Board of Regents. The institutional audit offices shall submit the
results of the audit to the System Audit Office with copies to the
appropriate Executive Vice Chancellor.

8.2  All audits shall be submitted to the Audit, Compliance, and
Management Review Committee for review during a quarterly meeting
of the Committee.

Definitions

Chief Administrator — means the Chancellor and the president of each U. T.
System institution.

Entertainment Expenses — includes expenses for meals and events involving others.
Housing Expenses — includes expenses related to any state-owned residence,

but does not include the salary supplement described by the Regents’ Rules and
Regulations, Series 20202.

Travel Expenses — includes transportation, lodging, meals, and other expenses

incurred in connection with travel, but does not include any meals or other
entertainment expenses for others.
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8. U. T. System: Report on computer security issues

REPORT

Chancellor Yudof will report on computer security issues and outline recommendations
for a System-wide action plan and a timetable for implementation.

9. U.T. System: Leqgislative Update and Preparation for the 80th Legislative
Session

REPORT

Mr. Steve Collins, Associate Vice Chancellor for Governmental Relations, will update
the Board on the status of the Texas Legislative Special Session. He will also update
the Board on U. T. System preparations for the 80th Regular Legislative Session, such
as the Office of Governmental Relations tracking of interim committees, establishment
of the working groups, and the review of the legislative online services to be used during
next session.

10. U. T. System: Update on development of the U. T. System Strateqic Plan

REPORT

Dr. Geri Malandra, Associate Vice Chancellor for Institutional Planning and
Accountability, will brief the Board on progress in the development of the U. T. System
Strategic Plan, as outlined on Pages 1 - 4 of the Supplemental Materials (Volume 2) of
the Agenda Book.

11. U. T. System: Annual Report on research and technology transfer

REPORT

Dr. Robert Barnhill, Vice Chancellor for Research and Technology Transfer, will present
the first annual report on research and technology transfer for the U. T. System. His
PowerPoint presentation is set forth on Pages 5 - 21 of the Supplemental Materials
(Volume 2) of the Agenda Book.

12. U. T. System: Report on Borderplex Health Council

REPORT

Dr. Juliet Garcia, Chair of the Borderplex Health Council, will report on the progress the
Council has made since its founding. A video will also be shown describing the health
needs in South Texas including the shortage of nurses and the prevalence of diabetes
in the region.
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BACKGROUND INFORMATION

The Borderplex Health Council was established to facilitate and promote multi-
institutional collaboration in education and research for addressing the health
challenges of the border region. The members of this council include U. T. Health
Science Center - San Antonio, U. T. Health Science Center - Houston, U. T. Pan
American, and U. T. Brownsuville.

The Council is comprised of the presidents from each institution and is to meet three
times per year. The Council is responsible for prioritizing areas of study and enhancing
the educational and biomedical research infrastructure along the South Texas Border
Region. The Council will also solicit funding for research from various sources including
federal, state, and private foundations. One of the goals is to integrate public health,
disease prevention, and population-based studies.

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

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

Audit, Compliance, and Management Review Committee: Chairman Estrada
Agenda Book Page 38 , No Items

Finance and Planning Committee: Chairman Rowling
Agenda Book Page 44

Academic Affairs Committee: Chairman Krier
Agenda Book Page 66

Health Affairs Committee: Chairman Clements
Agenda Book Page 119

Facilities Planning and Construction Committee: Chairman Barnhill
Agenda Book Page 147

RECONVENE AS COMMITTEE OF THE WHOLE TO CONSIDER AGENDA ITEM

U. T. System Board of Regents: Presentation of certificate of appreciation
to Executive Vice Chancellor for Academic Affairs Teresa A. Sullivan

J. ADJOURN
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Assignment, Duties, Discipline, or Dismissal of Officers or Employees -
Section 551.074

U. T. System: Discussion with institutional auditors and
compliance officers concerning evaluation and duties of
individual System and institutional employees involved in
internal audit and compliance functions

Consultation with Attorney Regarding Legal Matters or Pending and/or
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1. U. T. System: Presentation of certificate of appreciation to Mr. Lawrence
Warder

RECOMMENDATION

Appreciation will be extended to Mr. Lawrence Warder who voluntarily served as the
first external member of the Internal Audit and Executive Compliance Committee of the
U. T. System Administration. He was appointed by Chancellor Yudof and served on the
Committee for two years. Mr. Warder is a retired Global Director, Operations, with
Deloitte Consulting. External members were added to the institutional audit committees
in keeping with the "Spirit" of Sarbanes-Oxley.

2. U. T. System: Report from State Auditor's Office on results from the federal
portion of the Statewide Single Audit Report for the Fiscal Year ended
Auqust 31, 2005

REPORT

Ms. Carol Smith, Assistant State Auditor, and Ms. Aggie Rasmusen, Project Manager,
from the State Auditor's Office will report on the results of the procedures performed at
several U. T. System institutions to express an opinion on the federal portion of the
statewide single audit for the Fiscal Year ended August 21, 2005. The procedures
performed included auditing compliance with the compliance requirements of the U.S.
Office of Management and Budget Circular A-133 Compliance Supplement.

Audit procedures were performed at the following institutions:

U. T. Austin
U. T. Dallas
U. T. Pan American
U. T. San Antonio
U. T. Medical Branch - Galveston
U. T. Southwestern Medical Center - Dallas
U. T. Health Science Center - Houston
3. U. T. System: Report on Research Compliance Initiatives
REPORT

Research activities within the U. T. System are governed by federal and state laws and
institutional policies and procedures. Noncompliance with these rules and regulations
can result in significant penalties to the institution and, in some instances, to the
individual researcher. Research compliance programs have been established at each
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institution to ensure compliance with grant management, time and effort reporting,
protection of human subjects, the welfare of animals, the safe use of recombinant DNA,
pathogens and toxins, and to enhance the ethical conduct.

Mr. Charles Chaffin, Chief Audit Executive and System-wide Compliance Officer, and
Mr. Richard St. Onge, Assistant Vice Chancellor for Health Affairs, will provide an
update on several research compliance initiatives related to time and effort reporting,
institutional review board accreditation, biosafety, and compliance audits.

4. U. T. System: Report on System-wide Institutional Compliance Activities

REPORT

Mr. Charles Chaffin, Chief Audit Executive and System-wide Compliance Officer,

and Mr. David Givens, System-wide Compliance Supervisor, will brief the Audit,
Compliance, and Management Review Committee on the second quarter report of the
System-wide Compliance Program, set forth on Pages 22 - 25 of the Supplemental
Materials (Volume 2) of the Agenda Book. Activity reports are presented to the Audit,
Compliance, and Management Review Committee of the Board of Regents on a
guarterly basis. The last activity report was sent on April 28, 2006.

Mr. Chaffin will then provide an update on the peer review activities at the institutions.

5. U. T. System: Report on the Healthcare Billing Compliance Program

REPORT

Mr. Charles Chaffin, Chief Audit Executive and System-wide Compliance Officer,
and Mr. Dieter Lenhortt, Assistant Vice President for Institutional Compliance at

U. T. Southwestern Medical Center - Dallas, will provide a PowerPoint presentation
on the Healthcare Billing Compliance Program as set forth on Pages 26 - 29 of the
Supplemental Materials (Volume 2) of the Agenda Book.
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6. U. T. System: Report on System-wide Internal Audit Activity

REPORT

Mr. Charles Chaffin, Chief Audit Executive, and Ms. Amy Barrett, Assistant Director
for Audit, will report on System-wide audit activity for the second quarter of Fiscal
Year 2006, including the status of significant audit recommendations.

The first quarter activity report on the Status of Outstanding Significant
Recommendations is set forth on Pages 41 - 42. The report shows that satisfactory
progress is being made on the implementation of all significant recommendations.
Additionally, a list of other audit reports that have been issued by the System-wide audit
program follows on Page 43.

Significant audit findings/recommendations are submitted to and tracked by the U. T.
System Audit Office. Quarterly, the chief business officers are asked for the status of
implementation, and the internal audit directors verify implementation. A summary
report is provided to the Audit, Compliance, and Management Review Committee of
the U. T. System Board of Regents. Additionally, the Committee members receive a
detailed summary of "new" significant recommendations quarterly.

Additionally, Mr. J. Richard Dawson, Executive Director of Audit, Compliance, and Risk

Services at U. T. San Antonio, will present the results of their recent external peer
review.
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* OTHER U. T. SYSTEM AUDITS COMPLETED - 12/2005 through 2/2006
Month Institution Audit
Received by

System

2005-12 UT Austin Applied Research Laboratories Audit

2005-12 UT Austin Departmental Reviews Audit

2005-12 UT Austin Advanced Research Program / Advanced Technology Program Audit

2005-12 UT Pan American NCAA Financial Aid Compliance

2005-12 UT Pan American University Scholars Program

2005-12 UT Southwestern National Pediatric Infectious Di Foundation Audit

2005-12 UT Southwestern Legislative Budget Board Performance Measures Audit

2005-12  |UT Southwestern Community Prevention Intervention Unit Audit

2005-12 UT System Admin Executive Travel and Entertainment Expense Audit

2005-12 UT System Admin Office of the Board of Regents Departmental Audit

2005-12 UTHC Tyler Review of Time and Effort Reporting Principles

2005-12 UTHC Tyler Family Practice Residency Program Annual Financial Report Audit for Fiscal Year End 8/31/2005

2005-12  |UTHC Tyler Retail Pharmacy Agreed Upon Procedures Audit

2005-12 UTHSC Houston Report on Internal Medicine Residency Program Fiscal Year 2005 Annual Financial Report

2005-12 UTHSC Houston Report on Obstetrics and Gynecology Residency Program and Memorial Hermann Hospital Fiscal
Year 2005 Annual Financial Report

2005-12 UTHSC Houston Report on Family Practice Statewide Preceptorship Program Fiscal Years 2004-2005 Annual
Financial Reports

2005-12  |UTHSC San Antonio _|Family Practice Residency Program Audit

2006-1 UT Arlington Annual Financial Report Audit

2006-1 UT Austin Dean of Students - Student Organization Bank Audit

2006-1 UT Brownsville Annual Financial Report Audit

2006-1 UT El Paso Human Subject Research Audit

2006-1 UT El Paso Counseling and Guidance Services Audit

2006-1 UT Southwestern Hospital Charge Entry Audit

2006-1 UT Southwestern External Financial Audit Support Report

2006-1 UT Southwestern Home Health Care Audit

2006-1 UT Southwestern Delegated Purchasing Audit

2006-1 UT Southwestern University Cash Receipting Audit

2006-1 UT Southwestern Hospital Accounts Payable Audit

2006-1 UT Southwestern Faculty Service Plan (FSP) Financial Review Audit

2006-1 UT Southwestern Family Practice Residency Program and Graduate Medical Education Grants Audit

2006-1 UT System Admin UTA NCAA Agreed-Upon Procedures FY 2005

2006-1 UT System Admin UTEP NCAA Agreed-Upon Procedures FY 2005

2006-1 UT System Admin UTSA NCAA Agreed-Upon Procedures FY 2005

2006-1 UT System Admin UTPA NCAA Agreed-Upon Procedures FY 2005

2006-1 UT System Admin Medical Liability Benefit Plan Audit FY 2006

2006-1 UTHC Tyler Annual Financial Report Audit

2006-1 UTHC Tyler Automated Peripherals, Inc. (API) System Application Audit

2006-1 UTHSC Houston Report on Governor's Fraud Initiative

2006-1 UTHSC Houston Report on Obstetrics and Gynecology Residency Program at LBJ General Hospital Fiscal Year
2005 Annual Financial Report

2006-1 UTHSC Houston Report on Family Practice Residency Program Fiscal Year 2005 Annual Financial Report

2006-1 UTHSC Houston Report on Harris County Psychiatric Center (HCPC) Petty Cash

2006-1 UTHSC San Antonio _|State Auditor's Office - Information Technology Research Security Follow-up Audit

2006-1 UTHSC San Antonio _|Department of Medicine - Financial Audit

2006-2 UT Arlington Health Services Cash Handling Procedures Review Follow-up

2006-2 UT El Paso Land and Building Audit

2006-2 UT Pan American College of Social and Behavioral Sciences Dean's Office

2006-2 UT Pan American President's Office

2006-2 UT System Admin Client Participant and Client Management Systems for the Intermediate Term Fund - Consulting
Engagement

2006-2 UTHC Tyler Office of Related Health Sciences Change in Management Audit

2006-2 UTHSC Houston Follow-up Audit

* STATE AUDITOR'S OFFICE AUDITS COMPLETED - 12/2005 through 2/2006

Month Institution Audit
Received by

System

2006-2 UT Austin, UT Dallas, |Federal Portion of the Statewide Single Audit FY 2005
UTHSC Houston, UTMB
Galveston, UTPA,
UTSA, UT Southwestern

2006-2 UTSA State Comptroller Post Payment Audit

Information received from the Institutional Audit Directors
Consolidated by the System Audit Office

March 2006
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1. U. T. System: Discussion and appropriate action related to approval of
Docket No. 126

RECOMMENDATION

It is recommended that Docket No. 126, beginning on Page Docket - 1, be approved.
The Docket is printed on green paper at the back of the Supplemental Materials
(Volume 2) of the Agenda Book.

It is also recommended that the Board confirm that authority to execute contracts, doc-
uments, or instruments approved therein has been delegated to appropriate officials of
the respective institution involved.

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

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, will discuss the Key
Financial Indicators Report, as set forth on Pages 45 - 52, and the March Monthly
Financial Report (MFR), as set forth on Pages 30 - 55 of the Supplemental Materials
(Volume 2) of the Agenda Book. The reports represent the consolidated and individual
operating results of the U. T. System institutions.

REPORT

The Key Financial Indicators Report compares the System-wide results of operations,

key revenues and expenses, reserves, and key financial ratios in a graphical presenta-
tion from 2002 through March 2006. Ratios requiring balance sheet data are provided
for 2002 through 2005.

The MFR is provided as support for the Key Financial Indicators. The MFR includes the

detailed numbers behind the System-wide graphs as well as detail for each individual
institution as of March 2006.
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QUARTERLY KEY STRATEGIC
INDICATORS REPORT

2"° QUARTER FY 2006

45



KEY

Actual 2002 Through 2005 amounts
(SOURCE: Annual Financial Reports Fiscal Years 2002, 2003, 2004 and 2005)

2006 Budget amounts
(SOURCE: Operating Budget Summary 2006)

Projected 2006 amounts
(trend based on the average change of the previous four years of data)

Monthly Financial Report Year to Date amounts for February 2005 and February 2006

Annual State Net Revenue Collections for 2002, 2003, 2004 and 2005
(SOURCE: Texas Revenue History by Source 1978-2005, State Comptroller's Office)

Year to Date State Net Revenue Collections for February 2005 and February 2006
(SOURCE: State Comptroller's Office)

Estimated State Revenue Collections for 2006
(SOURCE: 2006-07 Certification Revenue Estimate, State Comptroller's Office)

I 2002, 2003, 2004 and 2005 Annual Average of FTEs, Average of 1st and 2nd Quarter 2006 FTEs
(SOURCE: State Auditor's Office Quarterly FTE Report)

Year to Date margin for March 2006
(SOURCE: Monthly Financial Report for March 2006)

- Projected 2006

(SOURCE: Monthly Financial Report Projections for March 2006)

¢— Year to Date margin for March 2005
(SOURCE: Monthly Financial Report for March 2006)

Target Normalized Rates

Aaa/Aal Median
(SOURCE: Moody's)

0-0—0® Aa2 Median
(SOURCE: Moody's)

Fair Facilities Condition Index (5% - 10%)

@-@—@® Good Facilities Condition Index (Exceeds 10%)
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KEY INDICATORS OF REVENUES
ACTUAL 2002 THROUGH 2005

PROJECTED 2006

YEAR TO DATE 2005 AND 2006 FROM FEBRUARY MONTHLY FINANCIAL REPORT

In Millions State Appropriations In Millions State Net Revenues
65,810 66,294
1,800 1,615.4 1,585.6 1578.1 1,557.5 70,000 58,310 62,073
1,600 -
60,000
1,400
50,000
1,200
1,000 40,000
800 1 30,000
600 +
20,000
400
200 4 10,000
2002 2003 2004 2005 2006 2002 2003 2004 2005 2006
In Millions Gross Tuition and Fees In Millions Clinical Revenues
1,200 4 3,500 - 3,275.7
991.0 1,038.3
1,000 - 3,000 1 2,599.9
2,500
800 -
2,000
600 -
1,500 -
400
1,000 -
200 500 -
2002 2003 2004 2005 2006 2002 2003 2004 2005
In Millions Sponsored Programs 1n Millions Au><|I|_ary Enterprlseg and o
Sales and Services of Educational Activities
2,500 - 600 1
534.3
2,115.3 .
1,905.6 1,974.8 468.7 5111
2,000 1 1,778.1 500
400
1,500
300
1,000
200 4
500 -
100 1
2002 2003 2004 2005 2006 2002 2003 2004 2005 2006
In Millions Investment Income " Gift Contributions for Operations
(Excludes Realized and Unrealized Gains and Losses) In Millions
700 7 630.6 8007 265.8
600 + 250 4
500 4
200 -
400
150 4
300 1
100
200 1
100 1 507
2002 2003 2004 2005 2006 2002 2003 2004 2005 2006
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KEY INDICATORS OF EXPENSES
ACTUAL 2002 THROUGH 2005

PROJECTED 2006

YEAR TO DATE 2005 AND 2006 FROM FEBRUARY MONTHLY FINANCIAL REPORT

In Millions Salaries and Wages Full-Time Equivalent Employees
4317.1 79,366.9
45500 3,962.7 (FTES) 75,4165
80,000 - 67,513.1 69,728.2 70,603.8
4,000 ~
70,000
3,500 -
60,000 -
3,000 -
50,000 -+
2,500 +
2,000 1 40,000
1,500 1 30,000
1,000 + 20,000 -~
500 10,000 -
2002 2003 2004 2005 2006 2002 2003 2004 2005 2006
In Millions Fringe Benefits Costs Fringe as a Percentage of Salaries
1,200 -
! 30%-
969.6 938.7 10424 ’ 25.6% 26.0% 23.7% 24.1% 25.2%
1,000 - 25%-
800 - 20%-
600 - 15%-
400 - 10%-
200 + 5%-
] 0%
2002 2003 2004 2005 2006 2002 2003 2004 2005 2006
In Millions Materials and Supplies 9809 In Millions Utilities ri57
1,000 897.0 250
900 4 758.2
800 -+ 200
700
600 + 150
500 +
400 - 100 +
300 -
200 50 4
100 +
2002 2003 2004 2005 2006 2002 2003 2004 2005 2006
Interest Expense on Capital Asset Financing nMions ~ Depreciation and Amortization
In Millions 156.2 5602
160 7 135.0 600 _
140 +
500 +
120 + 92.3
100 | 400 +
80 1 300
60 7
200
40
100 -
20 +
2002 2003 2004 2005 2006 2002 2003 2004 2005 2006

(0]




KEY INDICATORS OF RESERVES
ACTUAL 2002 THROUGH 2005

YEAR TO DATE 2005 AND 2006 FROM FEBRUARY MONTHLY FINANCIAL REPORT
PROJECTED 2006

inMilions Sy stem-wide Operating Margin
(Excludes Realized and Unrealized Gains and Losses)
450 - 4238
400 A
350 J 342.2
300 A
250
200 A
150 4
105.2
100 4
50 1
2002 2003 2004 2005 2006
System-wide Operating Margin Ratio Normalized Annual Operating Margin Ratio
5.0%
4.5% -
4.5% + > 40
4.0%
4.0% - 0 351
31
3.5% - 3.3% 3.0 ==
3.0% 4 251
2.5% 4 204
2.0% -
1.5% 151
1.5% -+
1.0 +
1.0% +
0.5 +
0.5% -
0.0% = ' ' ' 0 2002 } } 2005
2002 2003 2004 2005
Primary Reserve Ratio
60% -
4.0 +
50% 48.0% 46.9% . 354 32
. 0
20 | o |
40%
34.1% a5
30% 204
1.5 +
20% -
1.0 +
10% 05+
0% 1 ' ' ' o 2002 2003 2004 2005
2002 2003 2004 2005
Return on Net Assets Ratio Normalized Return on Net Assets Ratio
20% -
10 +
15.1%
15% | 8+ 7.6
10.2% 6T 5.1
10% - 9.0% 4.5
N | . . l
0 - t t t
0% 1 2003 2004 2005
- 2003 2004 2005 27 1.9
5% -3.8% 4
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KEY INDICATORS OF FINANCIAL HEALTH

2002 THROUGH 2005

Composite Financial Index (CFI)

2002 2003 2004 2005

Scale for Charting CFI Performance

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

Assess institutional
viability to survive

Re-engineer
the institution

Direct institutional resources
to allow transformation

Focus resources to
compete in future state

Allow experimentation
with new initiatives

Deploy resources to
achieve a robust mission
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KEY INDICATORS OF CAPITAL NEEDS AND CAPACITY

2002 THROUGH 2005
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KEY INDICATORS OF RESERVES
YEAR TO DATE 2005 AND 2006 FROM MARCH MONTHLY FINANCIAL REPORT

PROJECTED 2006 YEAR-END MARGIN

In Milions Operating Margin by Institution
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3. U. T. System Board of Regents: Approval of annual distributions from the
Permanent Health Fund, the Long Term Fund, and the Intermediate Term
Fund

RECOMMENDATION

The Chancellor and the Executive Vice Chancellor for Business Affairs concur in the
recommendation of the Board of Directors of The University of Texas Investment
Management Company (UTIMCO) that

a. the distribution rate for the Permanent Health Fund (PHF) be increased
from $0.0482 per unit to $0.0496 per unit effective November 30, 2006;

b. the distribution rate for the U. T. System Long Term Fund (LTF) be
increased from $0.2764 per unit to $0.2844 per unit effective Novem-
ber 30, 2006; and

C. the distribution rate for the U. T. System Intermediate Term Fund (ITF)
remain at 3.0% per annum for Fiscal Year 2007.

BACKGROUND INFORMATION

The spending policy objectives of the PHF and LTF are to
a. provide a predictable stable stream of distributions over time;

b. ensure that the inflation-adjusted value of the distributions is maintained
over the long term; and

C. ensure that the inflation-adjusted value of the assets of the PHF and
the LTF, as appropriate after distributions, is maintained over the long
term.

The spending formula under the PHF Investment Policy Statement and the LTF
Investment Policy Statement increases distributions at the rate of inflation subject to a
distribution range of 3.5% to 5.5% of the average market value of the PHF assets and
LTF assets for each fund's respective trailing 12 fiscal quarters. The U. T. System
Board of Regents has full authority to alter distribution rates at its sole discretion.

The recommended 2.9% increase in the PHF distribution rate of $0.0482 to $0.0496

per unit was based on the PHF's Investment Policy Statement to increase the distribu-
tions by the average rate of inflation for the trailing 12 quarters. The PHF's distribution
rate calculated using the prior 12-quarter average value of the PHF is 4.9%, within the
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range of 3.5% to 5.5% set forth in the PHF Investment Policy Statement. The recom-
mended distribution rate of $0.0496 per unit was approved by the UTIMCO Board on
March 30, 2006.

The recommended 2.9% increase in the LTF distribution rate from $0.2764 to $0.2844
per unit was based on the LTF's Investment Policy Statement to increase the distri-
butions by the average rate of inflation for the trailing 12 quarters. The LTF's distri-
bution rate calculated using the prior 12-quarter average value of the LTF is 5.0%,
within the range of 3.5% to 5.5% set forth in the LTF Investment Policy Statement. The
increase in the consumer price index for the prior three years as of November 30, 2005,
was 2.9%. The recommended distribution rate of $0.2844 per unit was approved by the
UTIMCO Board on March 30, 2006.

The distribution rate for the ITF was set at 3.0% per annum for the remainder of Fiscal
Year 2006 by the UTIMCO Board and the Board of Regents at their January 17, 2006
and February 9, 2006 meetings, respectively. The recommendation for the rate

to remain at 3.0% for Fiscal Year 2007 was approved by the UTIMCO Board on
March 30, 2006.

4. U. T. System Board of Regents: Investments Report for the quarter ended
February 28, 2006, and The University of Texas Investment Management
Company (UTIMCO) Performance Summary Report

REPORT

The Investments Report for the quarter ended February 28, 2006, is as set forth on
Pages 56 - 61.

Item | on Page 56 reports activity for the Permanent University Fund (PUF) investments.
The PUF's net investment return for the quarter end was 4.71% versus its composite
benchmark return of 5.43%. The PUF's net asset value increased by $234.0 million
since the beginning of the quarter to $9,798.6 million. This change in net asset value
includes increases due to contributions from PUF land receipts and net investment
return and a decrease due to a $257.3 million distribution to complete the annual
distribution from the PUF to the Available University Fund (AUF).

Item Il on Page 57 reports activity for the General Endowment Fund (GEF) investments.
The GEF's net investment return for the quarter was 4.75% versus its composite
benchmark return of 5.43%. The GEF's net asset value increase during the quarter to
$5,228.5 million was made up of a large foundation contribution and investment return,
net of a $105.5 million withdrawal from the Medical Liability Self Insurance Fund to
invest in the Intermediate Term Fund.
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Item Il on Page 58 reports activity for the Intermediate Term Fund (ITF). The ITF
was implemented on February 1, 2006. The initial contribution to the ITF was
$2,930.9 million. The decrease to the quarter ending value of $2,920.0 million was
made up of expenses, investment return, and $7.3 million in distributions based on
a 3% per annum distribution rate. During the first month since inception, the net
investment return was negative .11% versus the performance benchmark of 0%.

Item IV on Page 59 reports activity for the Short Intermediate Term Fund (SITF). The
SITF was fully liquidated on January 31, 2006. All participants reinvested this money
into the ITF or Short Term Fund. Total net investment return on the SITF was .66% for
the two-month period ended January 31, 2006.

Item V on Page 60 presents book and market value of cash, debt, equity, and other
securities held in funds outside of internal investment pools. The large decrease in cash
and equivalents and equity securities reflects operating funds withdrawn and invested in
the ITF. Total cash and equivalents, consisting primarily of institutional operating funds
held in the Dreyfus money market fund, decreased by $1,339.9 million to $1,177.9 million
during the three months since the last reporting period. Market values for the remaining
asset types were debt securities: $46.4 million versus $46.2 million at the beginning of
the period; equities: $81.6 million versus $364.9 million at the beginning of the period,;
and other investments: $105.7 million versus $1.3 million at the beginning of the period.

The February 28, 2006, UTIMCO Performance Summary Report is attached on
Page 61.
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5. U. T. System: Recommendation to select retirement programs vendors to
be effective September 1, 2006

RECOMMENDATION

Vice Chancellor Brown and Mr. Dan Stewart, Assistant Vice Chancellor for Employee
Services, will make a recommendation to the U. T. System Board of Regents at the
Board meeting concerning the selection of certain vendors to provide retirement
products and services for the Optional Retirement Program (ORP), The University

of Texas System Governmental Retirement Arrangement (UTGRA), UTSaver Tax
Sheltered Annuity Program (UTSaver TSA), and UTSaver Deferred Compensation
Plan (UTSaver DCP) and to enter into contracts with the U. T. System effective
September 1, 2006.

BACKGROUND INFORMATION

The U. T. System currently contracts with eight vendors to provide products and
services for the ORP and UTGRA, with six of the eight also offering products and
services for the UTSaver DCP. These contracts expire on August 31, 2006.

For the UTSaver TSA product, the U. T. System does not hold contracts with the
existing vendors. There are approximately 140 UTSaver TSA vendors and one
currently authorized UTGRA vendor receiving employee contributions.

On December 15, 2005, the U. T. System issued a Request for Proposals (RFP) to
select a common set of retirement vendors to offer products and services for all U. T.
System retirement programs. The RFP was developed with the assistance of an
outside consulting firm, Rudd and Wisdom, Inc., and an RFP Advisory Group, which
consisted of U. T. System employees with expertise in the areas of finance and benefit
plans administration, representatives from the human resource departments of various
U. T. System institutions, faculty members, institutional chief business officers, and

a representative from The University of Texas Investment Management Com-

pany (UTIMCO).

The purpose of the RFP was to competitively and comparatively select retirement
vendors by seeking the following core competencies: (1) experience in multivendor
higher education markets, (2) ability to provide products and services in all four plan
types, (3) overall financial stability, (4) competitively priced products, (5) excellent long-
term investment performance history, (6) comprehensive communication and education
capabilities, (7) compliance with U. T. System policies and state law, (8) ability to pro-
vide investment guidance to all employees, (9) outstanding recordkeeping systems, and
(10) state-of-the-art employee service capabilities.
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Nine vendors responded:
1. AIG VALIC (currently contracted vendor)
2. Fidelity Investments (currently contracted vendor)

3. FTJ Fund Choice

4. ING Life Insurance and Annuity Company (currently contracted vendor)
5. Lincoln Financial Group (currently contracted vendor)

6. Lincoln Investment Planning

7. MetLife Resources/CitiStreet Associates (currently contracted vendors -

merged in January 2006, responded to RFP as MetLife Resources)
8. Security Benefit Life Insurance Company
9. TIAA-CREF (currently contracted vendor)
Of the eight currently contracted vendors, one vendor did not respond.

Through close coordination with Rudd and Wisdom, Inc., U. T. System analyzed all nine
proposals submitted and determined that certain vendors provide superior retirement
products and services. In accordance with Texas Administrative Code, Chapter 25, as
promulgated by the Texas Higher Education Coordinating Board (THECB), the U. T.
System is proposing to contract with a minimum of four qualified companies, including
at least one company that offers 403(b)(1) annuity accounts and one company that
offers 403(b)(7) custodial accounts.

Employees will continue to be permitted to contribute to their current vendors or to
choose to contribute to one or more of the contracting vendors; however, U. T. System
is considering the development of a policy to address whether future contributions
should be allowed to continue to the vendors who were not selected or to current
vendors that chose not to respond to the RFP.

Through utilizing this competitive bid process, the U. T. System Office of Employee
Benefits will achieve substantial decreases in product cost, expansion of investment
options, enhancement of investment services to be provided to retirement program
participants, improved vendor accountability, and strengthened relationships between
U. T. System and the approved vendors.
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6. U. T. System Board of Regents: Amendment to the Regents' Rules and
Reqgulations, Series 20204, regarding determining and documenting the
reasonableness of compensation

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Business Affairs that the
definition of what constitutes total compensation contained in the Regents' Rules and
Regulations, Series 20204, regarding determining and documenting the reasonableness
of compensation, be amended as set forth below in congressional style:

3. Definitions

Total Annual Compensation — includes salaries or wages, empleyer

contributions to Teachers Retirement System of Texas and Optional

Retirement-Pregram; practice plan supplements, incentive plan payments,
and unpaid deferred compensation; and excludes exeluding-employer-

provided insurance, expense allowances, employer contributions to
Teachers Retirement System of Texas and Optional Retirement Program,
and other fringe benefits.

BACKGROUND INFORMATION

The proposed amendment to the Regents' Rules is necessary to address an accounting
and documentation problem not identified when this Regents' Rules provision was
adopted in July 2005. As U. T. System institutions worked to implement the review
requirements, problems were encountered because the elements of total compensation
for a U. T. System employee typically do not include employer contributions for retire-
ment programs.
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7. U. T. System: Overview of U. T. System energy savings initiatives

REPORT

Mr. Philip R. Aldridge, Associate Vice Chancellor for Finance, will provide an update
on energy savings initiatives throughout the U. T. System. The report will address
the progress of the Energy Utility Task Force and the U. T. System's response to the
Governor's Executive Order RP-49, issued on October 27, 2005, relating to energy
conservation by state agencies. Materials relating to this Agenda Item are attached
on Pages 56 - 78 of the Supplemental Materials (Volume 2) of the Agenda Book.

The Energy Utility Task Force was created in February 2001 to evaluate and
recommend strategies for U. T. System institutions to reduce energy consumption,
better manage commaodity price risk, and leverage their purchasing power to reduce
energy costs. Initial recommendations and energy consumption reduction goals
were presented to the Board in November 2001. A 2-4% reduction in System-wide
energy use per square foot was targeted for Fiscal Year 2003 and was achieved.
The estimated reduction in energy usage through Fiscal Year 2005 is 5.2%. A
5-10% reduction in energy usage is targeted for Fiscal Year 2006.

65



Revised
TABLE OF CONTENTS

FOR
ACADEMIC AFFAIRS COMMITTEE

Committee Meeting: 5/10/2006

Board Meeting: 5/11/2006
Austin, Texas
Cyndi Taylor Krier, Chairman
John W. Barnhill, Jr.
H. Scott Caven, Jr.
Judith L. Craven, M.D.
Robert A. Estrada
Colleen McHugh

Committee Board Page
Meeting Meeting
Convene 1:00 p.m.
Chairman
Krier
1. U.T.System: Reports, graduation rate targets, and goals from 1:00 p.m.
academic presidents, Executive Vice Chancellor Sullivan, and Report Not on 66
Academic Affairs Committee members Presidents Agenda
Dr. Sullivan
2. U.T. System: Report on FY 2005 post-tenure review 1:17 p.m.

Report Not on 77
Dr. Sullivan Agenda

3. U.T. System Board of Regents: Adoption of Regents' Rules and 1:20 p.m.

Regulations, Series 40602, related to Organized Research Units  Action Action 80
Dr. Sullivan (Mtg of the
Board)

4. (ltem 4 deferred)
5. U.T. Austin: Approval of artist selection for statues of Mr. César 1:29 p.m.

Chévez and The Honorable Barbara Jordan Action Action 84
President
Powers
Dr. Sullivan
6. U.T. Dallas: Approval to expand preliminary planning authority  1:33 p.m.
for Ph.D. degrees in Translation Studies and in Arts and Action Action 100
Technology President
Daniel
Dr. Sullivan
7. U.T.San Antonio: Authorization to establish a doctoral 1:37 p.m.
program in Marketing within the Ph.D. in Business Action Action 101
Administration degree program President
Romo

Dr. Sullivan



8.

10.

11.

12.

13.

14.

15.

16.

U. T. San Antonio: Approval to expand preliminary planning
authority for a Doctor of Musical Arts in Performance and
Pedagogy, Choral Conducting

U. T. San Antonio: Approval to expand preliminary planning
authority for a Ph.D. in Child Development and a Ph.D. in Public
Administration and Social Service Professions

U. T. San Antonio: Approval to expand preliminary planning
authority for a M.A. in City/Urban, Community, and Regional
Planning and a M.A. in Health and Kinesiology

U. T. Austin: Computer Sciences Building - Amendment
of the FY 2006-2011 Capital Improvement Program and the
FY 2006-2007 Capital Budget to include project

U. T. Austin: Renovation of John W. Hargis Hall with Visitor
Center - Amendment of the FY 2006-2011 Capital Improvement
Program and the FY 2006-2007 Capital Budget to include project;
appropriation of funds and authorization of expenditure; and
resolution regarding parity debt

U. T. Austin: Student Activity Center - Amendment of
the FY 2006-2011 Capital Improvement Program and the
FY 2006-2007 Capital Budget to include project

U. T. Austin: Chilling Station Replacement - Amendment
of the FY 2006-2011 Capital Improvement Program and the
FY 2006-2007 Capital Budget to include project; approval of
preliminary project cost; and authorization of institutional
management

U. T. Dallas: Campus Landscape Enhancement Project -
Amendment of the FY 2006-2011 Capital Improvement Program
and the FY 2006-2007 Capital Budget to include project;
approval of total project cost; and appropriation of funds and
authorization of expenditure

U. T. El Paso: Basketball Complex - Amendment of the

FY 2006-2011 Capital Improvement Program and the

FY 2006-2007 Capital Budget to include project; approval of
preliminary project cost; and request to name the complex
as The Paul Foster and Jeff Stevens Basketball Complex

Committee
Meeting
1:41 p.m.
Action
President
Romo
Dr. Sullivan
1:45 p.m.
Action
President
Romo
Dr. Sullivan
1:49 p.m.
Action
President
Romo
Dr. Sullivan
1:56 p.m.
Action
Mr. Dixon

1:59 p.m.
Action
Mr. Dixon

2:02 p.m.
Action
Mr. Dixon

2:05 p.m.
Action
Mr. Dixon

2:08 p.m.
Action
Mr. Dixon

2:11 p.m.
Action
Mr. Dixon

Board
Meeting

Action

Action

Action

Action

Action

Action

Action

Action

Action

Page

103

104

105

106

107

109

110

111

112



17. U. T. Pan American: Authorization to purchase approximately
2.42 acres of unimproved land described as the east 40 feet of
Lot 4, Section 273, and the west 40 feet of Lot 3, Section 273,
out of the Texas-Mexican Railway Company Survey, Edinburg,
Hidalgo County, Texas, from Hidalgo County Irrigation District
No. 1, at a purchase price not to exceed the fair market value as
established by an independent appraisal, for surface parking

and other future campus uses

18. U. T. Pan American: Science Building Renovation - Amendment
of the FY 2006-2011 Capital Improvement Program and the
FY 2006-2007 Capital Budget to include project; approval of total
project cost; approval of transfer of funds; and reduction of total

project cost for the Education Complex

19. U. T. Brownsville: Discussion of compact priorities

20. U. T. Pan American: Discussion of compact priorities

Adjourn

Committee Board
Meeting Meeting
2:14 p.m.
Action Action
President

Cardenas
Dr. Sullivan

2:17 p.m.
Action Action
Mr. Dixon

2:20 p.m.

Report Not on

President Agenda
Garcia

Dr. Sullivan

2:25 p.m.

Report Not on

President Agenda
Cardenas

Dr. Sullivan

2:30 p.m.

Page

113

117

118

118



1. U. T. System: Reports, graduation rate targets, and goals from academic
presidents, Executive Vice Chancellor Sullivan, and Academic Affairs
Committee members

REPORT

The academic presidents, Executive Vice Chancellor Sullivan, and Academic Affairs
Committee members may report briefly on new developments taking place at each
campus.

These reports will include discussion of the graduation rate targets to meet or exceed
national averages for full-time students (as set out on Pages 67 - 76), changes in insti-
tutional policies to maximize graduation rates, and other changes that help increase
graduation rates.
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2. U. T. System: Report on FY 2005 post-tenure review

REPORT

Executive Vice Chancellor Sullivan will report on the Fiscal Year 2005 post-tenure
review for the academic institutions using the attachment on Pages 78 - 79.

77



90/S/T Sile}V diWBpedy JOo 0O

1 4 0 0 8L 08¢ 6L 8¢ [BI0],
¢ S ¢ S AL LN
¢ 1 ¢ 1 omoiuy ueg 1,1
I ¥ I ¥ uised ueriid 101
6 6 6 6 uedowy ued I
S 81 S 81 Osed T4 1N
4 6¢C 4 6¢C se[re L1
6 6 6 6 Irasumord 1,1
! (4 oy ovl A% (44" unsny 1,1
9 1S 9 1S uoISUIIY L0
Oﬁwau m Uﬁwz ®~.®80 m uﬁwz @ﬂﬂao m Dﬁwz Dﬁﬁaw m uﬁwz
A30100]STESU) [eUISIe]A 7O 130ddng
[BUONIPPY SPAN P\ SuTwIOIIdJ PoMaTAY AJ[erioy
IIPUIL) A SITNSIY MIIAIY IINUD I -1SOJ
%80 %00 %¢C 66
¢ 0 86¢ 19¢ [BI0],
8 8 AL LN
8T 8T omoiuy ueS 1,1
m m Qﬂwwm Gdﬂawuﬁﬁ .H.D
81 81 uedowy ued I
¢C ¢C Osed T4 1N
¢ 1¢ se[re L1
8T 8T Irasumord 1,1
¢ 08T €81 unsny 1,1
LS LS UoISUIIY L0
[eursIey 30 130ddng A PoMITAYY
%HOuuwwmﬁdeD ﬁwﬁoﬂﬁ.@.@{w wﬁwoz WQMEHOMHOAH %ZdﬂuU&w
ﬂNuO.H. ﬂmuOrﬁ ﬂmuOrﬁ ﬂmuOrﬁ

SI[NSIY MIJAIY 2INUI J -1SOJ JO Areurwung

"GO-$ 007 FeoA DTWOPEIE JOJ SINSIT MITAIF 23NTI-1s0d 913 JO s[reIap [euonippe opraoid so[qel Arewrwns SUIMO[[O] oY T,
‘'suonen[eAd A70108JSNESU) PIATRddI (0/,8°() 30) ¢ PUE {SUONEN[EAD [BUISIE]A JO 170ddng [euonIppy

SPRIN POAISIIF UOU [\ SUTWIOJIDJ St Paren[ead a3om (0/,7°66 ¥O) G ‘PoaMaTAdT A[[enide a3om 2593 JO (19¢) 2U0-£XIS parpuny
921U ], "MI1AF 23nuI-1s0d 0 109[qnNs 9FoM STORMINSUT JTWIPEIL JUTU ) I8 SIOqUIdW A[NdeJ PaInNual G/ ¢ ‘GO Fed X [eds1,] summn

10doy MITAdY 21U T -150d S0-H00T
SUOTININAISU] JTWIOPELIY WISAG " T, ')

78



900¢/Sc/y Siteljv dlwepedy JO 30140

“POITOT MITADT JOJ PA[NPIYDS STOquUIW A[noey omJ, :ose [H LN

‘pa39[dwod 9q pnod ss2003d Md[AI 9 9300 PIIP SUO PUE PIUSISII INOJ ‘PIINOF MIIAIT JOJ PI[NPIYDS SIOqUoW AJ[NOE] UIAIS ‘UONIPPE U] upsny I

‘SHLON

'$$9203d MI1A23 91 JO I[Nsax & st Ue[d Juotrdo[oAdp [eUOTsSaJ0xd B POUSI[EISO YD JABY SUONEN[EAD AI0IDLJSNESUN M SIoquIow AI[Nde] 993} 9Y T, tunsny 1N

HONVINHOAYHd AHOLOVASILVSNN HOVA 40 SOLV.LS LNHSHId

0 0 3 0 4 0 0 0 0 0 [PI01,
PRL 1N
oruoIuy UES TN
urseq] UL 1,0
UBdRWY UEJ 1N
0std 14 101
seled LN
S[rAsSuMOIg 1.0
3 4 unsny L0
UOISUTFY 1.0
PHO uvisy druedsTH ARvid SHUA\ PHO uvisy druedsiH ARvid SHUA\
A30108€)STIRSU) reursrey Jo woddng [euonippy spasN
¢ (44 9¢ 9 10¢ ¢ 44 LC 9 €0¢ %301,
8 8 PIL LN
4 1 Sl 4 1 Sl oruojuy ueg 111
G G urseqq UL 1,0
g ¢l g ¢l UBoLowy Ued 1]
¢ 0¢ ¢ 0¢ osed 14 1N
4 6C 4 0C Selled LN
1 11 9 1 11 9 S[rAsuMmold 111
¢ g ¢ 9 €91 ¢ g 14 9 991 unsny LN
cl ¢ (44 cl ¢ 44 UOISUIFY 1.0
PPO urISYy oruedsTH oerg YA PPO urISYy oruedsTH yoerg YA
TP\ SUTWIONR J PAMIIAdY AJTenidoy Tel0],

$002-700Z SPTU Aq SINSIY MITAIY INUD T S0

79



3. U. T. System Board of Regents: Adoption of Regents' Rules and
Reqgulations, Series 40602, related to Organized Research Units

See Item 4 on Pages 19 - 22 in Meeting of the Board. This item may also be
considered by the Health Affairs Committee and will be considered for Board of
Regents' action under Meeting of the Board.

4. (ltem 4 deferred)
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5. U. T. Austin: Approval of artist selection for statues of Mr. César Chavez
and The Honorable Barbara Jordan

RECOMMENDATION

It is recommended that the U. T. System Board of Regents approve the selection of
artists for two statues to be erected on the U. T. Austin Campus, as follows:

° Mr. Pablo Eduardo for the statue of Mr. César Chavez

. Mr. Kim Crowley for the statue of The Honorable Barbara Jordan.

BACKGROUND INFORMATION

The U. T. System Board of Regents approved a $2.00 per semester or Summer
Session fee on August 7, 2003, for the construction of two statues on the U. T. Austin
campus, one of Mr. César Chavez and one of The Honorable Barbara Jordan. These
statues had been proposed by U. T. Austin students and a student referendum was
passed in Spring 2003 asking the Texas Legislature to authorize the Board of Regents
to establish a fee for the statues. This authority is found in Texas Education Code
Section 54.5135, which became effective on June 20, 2003. Pursuant to the law, the
Board of Regents authorized collection of the fee for eight semesters and four Summer
Sessions. The funds collected through the fee are to be divided evenly to fund the two
statues and any funding excess would go to scholarships in the name of César Chavez
or Barbara Jordan as designated in the statute under which the legislature authorized
the Regents to collect the fees.

Two institutional committees were appointed to solicit and review artist proposals and
to recommend the selection of the sculptor for each. The projected timetable calls for
dedication of the César Chavez statue in March 2007, and the Barbara Jordan statue
in April 2007.

César Chavez Statue

The César Chavez Statue Advisory Committee (composed predominantly of students),
with the help of the Texas Commission on the Arts, conducted a nationwide search for
artists specializing in bronze statues. The Committee received 70 applications, and a
panel comprised of three jurists from the Texas Commission on the Arts, one student,
one faculty member, and the project director selected four semifinalists: Ms. Tina Allen
of North Hills, California; Mr. Littleton Alston of Omaha, Nebraska; Mr. Bruce Wolfe

of Piedmont, California; and Mr. Pablo Eduardo of Gloucester, Massachusetts. The
semifinalists were awarded $5,000 each to create a maquette that portrayed their
concept for the proposed statue. Each semifinalist visited the campus to view the then
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proposed statue site and meet with the César Chavez Statue Advisory Committee to
discuss ideas for the project. The maquettes were received on August 15, 2005, and
were displayed on campus at the Perry-Castafieda Library from October 2005 to
March 2006. Members of the University community were given the opportunity to
provide feedback via a form available on-site or via email. Information about the
semifinalists and photos of their maquettes are on Pages 87 - 92.

The semifinalists presented their conceptual artwork to the César Chavez Statue
Advisory Committee members and the jurists from the Texas Commission on the Arts
and community feedback was considered. The jurists and Committee unanimously
selected Mr. Pablo Eduardo as the recommended finalist. The jurists and Committee
believed that Mr. Eduardo's design best captured the strength, leadership, and
spirituality of César Chavez. Mr. Eduardo's work references were outstanding and
supported his selection as a great artist with superior craftsmanship. The proposed
statue will be 8 feet tall, which is consistent with the size of other statues on campus.

The cost for design, fabrication, transportation, installation, and the artist's fee
total $275,000. The cost for site preparation will be determined after a site is selected.
The projected fee income for the statue is $444,864.

Barbara Jordan Statue

The Barbara Jordan Statue Advisory Committee (composed predominantly of students)
sent out a nationwide "Call for Artists" in Fall 2004, asking that interested artists with
demonstrated experience with life-size sculptures in the bronze medium submit a
statement of their qualifications along with other relevant materials. Seventy-five
nationally-known artists submitted proposals for the Barbara Jordan statue. The Texas
Commission on the Arts facilitated the initial review of the submissions by a panel of
select jurists from the arts community and a student representative. The jurists and
student representative selected the four most qualified artists based on their past work
and current proposals and recommended them to the Barbara Jordan Statue Project
Committee for approval. The Committee accepted the jurists' recommendations and
selected Mr. Erik Blome of Crystal Lake, lllinois; Mr. Kim Crowley of Santa Fe, New
Mexico; Mr. Eddie Dixon of Lubbock, Texas; and Mr. David Newton of Dallas, Texas, as
the semifinalists. Each semifinalist visited the campus to view the statue site and other
campus statues, and meet with the Barbara Jordan Statue Advisory Committee to
discuss ideas for the project. Each finalist was awarded $5,000 to create a maquette
of his proposed statue design. In August 2005, each artist delivered his maquette to
campus and submitted a proposed timeline for project completion, proposed budget,
and design concept.

The completed maquettes were displayed on campus in the Gregory Gymnasium where
students, staff, and faculty as well as members of the Austin community provided feed-
back on each of the designs. The semifinalists made presentations to the Barbara
Jordan Statue Project Committee and jurists from the Texas Commission on the Arts.
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Ultimately, the jurists from the Texas Commission on the Arts and the Project
Committee selected Mr. Kim Crowley as the recommended finalist for the statue
commission.

The jurists and Committee found Mr. Crowley's design to be powerful and unique and
one that captured the attention of those who viewed his work. Information obtained
from the artist's references supported his selection as an extremely professional and
creative artist. The Committee found Mr. Crowley to be both prompt and professional
in meeting the deadlines established by the Committee and creative in his response
to suggested changes in his work. Biographical information and photos of the artists'
maquettes are on Pages 93 - 99.

The total cost for the Barbara Jordan Statue Project is projected to be $444,864,
including design, fabrication, delivery, and installation of the sculpture, site preparation,
and related costs. The projected fee income for the statue is $444,864.

The statue is proposed for the Battle Oaks area between the Texas Union and

24th Street. The figure of Barbara Jordan will be slightly oversized. The statue is
visually anchored to the site by a bronze text band that frames both sides and the
rear of the piece and is flush with the concrete ground surface. The text, in recessed
lettering, reads: "l am not going to sit here and be an idle spectator to the diminution,
the subversion, the destruction of the Constitution.”
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Tina Allen is a classically trained sculptor originally from the West Indies who is
now based in Los Angeles, California. She has dedicated her growing body of
work to preserving the African American contribution to American life in bronze,
and her historic representational works are among the largest depictions of
African Americans in the world.  Alien's most significant works are of African
American heroes. Among them is a sculpture named “The Icon | — Tribute to the
African American Man,” which she presented to Nelson and Winnie Mandela in
1990. More recent work includes a Sojourner Truth Memorial Statue in Battle
Creek, MI, which she unveiled in 1999. Other recent work includes the unveiling
of a 12 ft. bronze statue of Dr. Martin Luther King, Jr., on January 20th, 2001, in
Clark County, Nevada. Allen graduated with a degree in Visual Arts in New
York and the University of South Alabama. She later studied at Pratt Institute in
New York, and the University of Venice, Italy.

Littleton Alston grew up in an urban, African American community in
Washington, DC. Alston attended Duke Ellington High School for the Arts, which
was an important turning point in his life. He received his MFA from the Rinehart
School of Sculpture in 1983. Alston is currently an Associate Professor of
Sculpture at Creighton University in Omaha, where he has taught all levels of
undergraduate sculpture and three-dimensional design since 1990. Some of
Alston’s most significant projects include: a 9 ft. bronze sculpture of Martin Luther
King, Jr., which is displayed in the Martin Luther King, Jr. Memorial Plaza in
Omaha, Nebraska; a 4 ft. bronze bust of Columbia Space Shuttle Astronaut,
Michael Anderson, in the Creighton University Huxon-Lied Science Building; a 7
~ ft. bronze sculpture of St. Ignatius, located in the university’s campus central
mall; and bronze sculptures of a life-size jazz trio located at Dreamland Park in
Omaha, Nebraska.

Some of Pablo Eduardo’s most prominent works are installed in colleges, the
Rhode Island State House, and the Republic of Bolivia. In Boston College,
Eduardo installed a 15 ft. bronze statue of St. Ignacius of Loyola in 2004. He also
made two portrait busts in 2002 for the State of Rhode Island, and a life size
bronze and stone angel from Paradise Lost in 2002. In the Republic of Bolivia,
Eduardo has made statues for the National Congress, House of Representatives,
and Ministry of Foreign Service, which include bronze, stone and silver statues.
Eduardo’s main sources of education came from Maryland Institute College of
Art, in Baltimore, MD, Studio Arts Center International, in Florence ltaly, Tufts
University, where he received a Bachelor of Fine Arts in 1994. He has also
attended the School of the Museum of Fine Arts, in Boston, MA, Tomcyn Atelier,
in Evergreen, CO, Skowhegan School of Painting and Sculpture, and the Rhode
Island School of Design.
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Bruce Wolfe is a native Californian, having resided in Northern California nearly
all his life. He is adept in dils and lost-wax bronze and he has received numerous
commissions for busts and statues of many notable figures. Some of these
include: The Barbara Jordan statue unveiled in November of 2002, in Austin,
Texas; a heroic-sized bronze figure of John Baptiste De La Salle in front of Saint
Mary's College in California, as well as a 54" and a 41" of St. Anne and St. Mary,
and a life-size work of St. Jude. Wolfe recently installed a 1.2 life-size sculpture
of John Hannah for the Michigan Statue University campus at the John Hannah
Plaza, as a tribute to the University's president of several decades. Wolfe has
studied art at San Jose State University and the Art Institute of San Francisco.
He has taught figure painting at the Academy of Art in San Francisco, and
sculpture painting at the College of Arts and Crafts in Oakland, California.
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Brief Bio of Artist and Info about Other works

Kim Crowley lives in Santa Fe, New Mexico. He earned a Bachelors of Fine Arts in
sculpture from the University of Michigan and a Masters of Fine Arts in sculpture from
Carnegie Mellon University. Some of his works include: two life-size figures of
Alexander Hamilton and Aaron Burr; a portrait figure of John Steinbeck; 40 life-size
figures in the Museum of African American History; 13 life-size figures at the Texas
State History Museum; and 900 bas-relief portraits of inductees to the College Football
Hall of Fame, among others.

Over the past twenty years, Mr. Crowley has been making sculptures that tell a story.
The images projected in his other works provide evidence that he renders his figures in a
serious rather than a solemn way. Each of his works has an aspect of the ordinary as well
as the extraordinary, and it is in finding this balance between these two qualities that each
figure acquires its own life beyond the inert material it is composed of.

93




Erik Blome is from Crystal Lake, Illinois. He earmed a Bachelors of Fine Arts from the
University of Michigan and a Masters of Fine Arts in sculpture from Boston University.
He has also received a Rotary Scholarship and did postgraduate work at the Royal
College of Art in London, where he received a postgraduate diploma in sculpture and
drawing. Some of his works include: a bronze figure sculpture of George Washington
Carver; a bronze bust of the late Supreme Court Justice Thurgood Marshall; a nine and
one-half foot tall bronze figure of Dr. Martin Luther King, Jr.; and a life-size bronze
figure sculpture of Ms. Rosa Parks seated on a bus seat, among others. Mr. Blome claims
that he "has a strong connection to the subject matter having created numerous Civil
Rights figures and African-American famous personalities."

Eddie Dixon is from Lubbock, Texas. He received a Bachelors degree in Zoology and
Chemistry and a Masters degree in Entomology from Texas Tech University. However,
he has become a well-known and successful sculptor. Some of his works include: a
sculpture of Eugene Bullard, the first African American ace of World War I; the Buffalo
Soldier Monument; and bronze statues housed in public spaces ranging from the
Smithsonian Institute to the Pentagon. Mr. Dixon hopes to "depict the tireless years.of
unwavering commitment and service of [Barbara Jordan] to humanity and her country.”

David Newton is from Dallas, Texas. He received a Bachelors of Fine Arts from the
College of Creative Studies, a Masters of Fine Arts from The New York Academy of Art,
and studied at the Studio Art Center International in Florence, Italy. Some of his works
include: the Fantasy Animal Monument in Dallas; five life-size sculptures for the
Freedman's Memorial; exterior reliefs for the Dallas World Aquarium; and a monumental
bronze angel in Austin, Texas, among others. Mr. Newton feels that "this is a pivotal time
in our history when the Black community can for the first time in our nation's history tell
our story on a monumental scale in such highly visible public spaces such as the
University of Texas."
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6. U. T. Dallas: Approval to expand preliminary planning authority for Ph.D.
degrees in Translation Studies and in Arts and Technoloqy

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs and President Daniel that the U. T. System Board of Regents approve

a. expansion of preliminary planning authority for U. T. Dallas to seek a
Ph.D. degree in Translation Studies and a Ph.D. degree in Arts and
Technology; and

b. submission of the proposal to the Texas Higher Education Coordinating
Board for review and appropriate action.

BACKGROUND INFORMATION

Once preliminary planning authority has been approved, U. T. Dallas will submit

a Ph.D. program in Translation Studies for approval by the U. T. System Board of
Regents and the Coordinating Board. The Ph.D. program in Translation Studies will
be designed to produce a new generation of professionals, scholars, and teachers in
the emerging field of Translation Studies. There is an increasing need for translators
who bring foreign texts into English and thereby promote translation as a vehicle to
improve cross-cultural communication. Furthermore, translation methodologies bring
a unique approach to the study of literature and the humanities. In general, there is
an increasing call for people in translation, both as translators of international literature
and as communicators among languages and cultures. Translation Studies also open
new territories of research that provide a deeper understanding of how human beings
communicate across cultural and disciplinary borders and how people's views of the
world are influenced by their native language.

Should preliminary authority be approved, U. T. Dallas will submit a Ph.D. program

in Arts and Technology for U. T. System Board of Regents and Coordinating Board
approval. The Ph.D. program in Arts and Technology will be designed to produce

a new generation of professionals, scholars, and teachers in an emerging field that

is still in the process of definition. The core knowledge of this field draws from the
convergence of research in the humanities, the creative and performing arts, visual
communications design, engineering, and computer science. As similar programs are
initiated throughout Texas and the nation, there will be an immediate and continuing
need for faculty members. As new areas of research develop, industry will have a
strong and continuing need for graduates whose training combines technical expertise
with intellectual agility. The early adoption of a doctoral program in Texas would
establish the state as a leader in providing both researchers and educators.
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7. U. T. San Antonio: Authorization to establish a doctoral program in
Marketing within the Ph.D. in Business Administration degree program

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs and President Romo that authorization be granted to

a. establish a doctoral program in Marketing within the Ph.D. degree
program in Business Administration at U. T. San Antonio; and

b. submit the proposal to the Texas Higher Education Coordinating Board for
review and appropriate action.

In addition, the Coordinating Board will be asked to change the U. T. San Antonio Table
of Programs to reflect authorization for the proposed degree program.

BACKGROUND INFORMATION

Program Description

U. T. San Antonio proposes to offer an area of emphasis in Marketing within the
established Ph.D. in Business Administration degree program. Currently, the Ph.D.

in Business Administration offers students the opportunity to specialize in one of four
areas of emphasis: Accounting, Finance, Information Technology, and Organization
and Management Studies. The addition of the Marketing area of emphasis is designed
to prepare leading professionals in the field of marketing to address shortages of faculty
in this field and to produce graduates with the advanced knowledge required to conduct
original academic research aimed at solving practical marketing problems.

Students admitted to the program will take 62 semester credit hours of post-Master's
coursework. The program requires 46 hours of organized coursework beyond the
Master's degree distributed as follows: 18 hours of foundation courses in research
methods and statistics, 19 hours of designated electives in the area of marketing, and
nine hours of support work, which may include courses outside the field of Business
Administration, such as Psychological Measurement or Statistics. The program also
requires four hours of supervised research/comprehensive exam and 12 hours of dis-
sertation. The foundation courses are required for all of the areas of emphasis of the
Ph.D. in Business Administration degree program.
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Need and Student Demand

Projections indicate increased need for marketing Ph.D.s in academic and non-
academic positions. In Texas alone, it is estimated that by the Year 2010, there will

be a need for approximately 150 additional business faculty in public universities and
marketing faculty will represent about 13% of that need. The number of business
faculty positions has increased nationwide as well, and there is a shortage of qualified
individuals with doctoral training in marketing to take on leadership positions in financial
institutions, market research firms, corporations, and units of federal, state, and local
governments. There is strong demand from prospective students for the proposed
emphasis in marketing. The College of Business awarded 143 undergraduate and

10 graduate degrees in or with a concentration in Marketing during the 2004-05 aca-
demic year. A survey of 125 marketing majors found that 1/3 were strongly interested
in pursuing a Ph.D. with an emphasis in marketing and 1/4 were strongly interested in
pursuing that Ph.D. degree at U. T. San Antonio. In addition to the interest demon-
strated by U. T. San Antonio students, the College of Business receives approximately
20 unsolicited external inquiries per year from prospective doctoral students seeking an
emphasis in marketing.

Program Quality

The foundation courses required of students enrolled in the Ph.D. in Business Admin-
istration with an emphasis in Marketing will be offered by faculty from the College of
Business, as has been the case since the implementation of the Ph.D. in Business
Administration degree program in Fall 2002. Seven members of the Department of
Marketing comprise the core faculty who will contribute to the delivery of the courses
that comprise the area of emphasis in Marketing. Three additional tenure-track faculty
members will join the department by Fall 2006. All contributing faculty members are
active publishing researchers capable of teaching courses and supervising student
research in the proposed program. One new nontenured faculty member will be hired
to replace the core faculty in undergraduate marketing courses they currently teach.
The College of Business has a history of hiring excellent highly-qualified teachers as
nontenured faculty to deliver its undergraduate programs. This anticipated hire will free
the core faculty for teaching and research supervision related to doctoral students, while
maintaining the high quality of the educational experience of undergraduate marketing
students.

The College of Business is housed in a state-of-the-art building that is less than eight
years old. Existing facilities are more than adequate to support the proposed program.
A behavioral laboratory is available for faculty research. The lab consists of 12 individ-
ual stations, each with a computer loaded with software designed specifically for data
collection. Funds requested for equipment in years one and two will be used to provide
networked computers for Ph.D. students. The program will be administered in the
College of Business with support from faculty and staff who currently administer the
Ph.D. in Business Administration. Thus, current administrative support is adequate.
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Program Cost

The cost of operating the program across five years is approximately $970,800.

This includes $80,000 for faculty salaries, $864,000 for graduate student support,
$18,500 for library and information technology resources, and $8,300 for equipment,
supplies, and materials. Revenues of $699,343 from formula funding and the reallo-
cation of $920,000 in existing university resources are expected to be sufficient to fully
fund the program.

8. U. T. San Antonio: Approval to expand preliminary planning authority for a
Doctor of Musical Arts in Performance and Pedagogy, Choral Conducting

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs and President Romo that the U. T. System Board of Regents approve

a. expansion of degree planning authority for U. T. San Antonio to include a
Doctor of Musical Arts (D.M.A.) degree in Performance and Pedagogy,
Choral Conducting; and

b. submission of the proposal to the Texas Higher Education Coordinating
Board for review and appropriate action.

BACKGROUND INFORMATION

The objective of the D.M.A. program in Performance and Pedagogy, Choral Conducting
will be to attract a large cross-section of students holding degrees in music education,
vocal performance, choral conducting, musicology, and perhaps the physical sciences.
No doctoral program currently exists that focuses on merging performance and peda-
gogy in the choral area.

The degree will respond to the ongoing need for fully credentialed choral conductors

and will provide a unique and forward-looking approach to the field of choral music
direction.
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9. U. T. San Antonio: Approval to expand preliminary planning authority for a
Ph.D. in Child Development and a Ph.D. in Public Administration and Social
Service Professions

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs and President Romo that the U. T. System Board of Regents approve

a. expansion of preliminary planning authority for U. T. San Antonio to
include a Ph.D. degree in Child Development and a Ph.D. degree in
Public Administration and Social Service Professions; and

b. submission of the proposal to the Texas Higher Education Coordinating
Board for review and appropriate action.

BACKGROUND INFORMATION

Once preliminary planning authority has been approved, U. T. San Antonio will sub-

mit the degree program for approval by the U. T. System Board of Regents and the
Coordinating Board. The Ph.D. program in Child Development will help meet the need
for doctoral level professionals trained to address the growing need for researchers who
address the issues of child health and learning, as well as for individuals responsible for
developing educational policies to optimize outcomes in those areas. More than half of
the federal research and development funding for colleges and universities comes from
the U.S. Department of Health and Human Services, especially the National Institutes
of Health (NIH). Strengthening U. T. San Antonio's focus on research addressing
health-related issues, broadly defined, will increase its capability to successfully com-
pete for contracts and grants from NIH on other health-focused funding agencies. In
addition, the proposed program will address the projected need in Texas for social
scientists, as employment opportunities are expected to increase 20.7% in this area
between 2002-2012.

Additionally, once preliminary authority has been approved, U. T. San Antonio will
submit the degree program for approval by the U. T. System Board of Regents and
the Coordinating Board. If approved, the Ph.D. program in Public Administration and
Social Service Professions will facilitate collaborations that will yield interdisciplinary
approaches to consequential research questions, ensuring their attractiveness to
funding agencies. Specifically, the Ph.D. in Public Administration and Social Service
Professions would integrate curricula and research across the Departments of Public
Administration, Criminal Justice, and Social Work. Of particular interest, the resulting
interdisciplinary program would provide education and training directly related to three
of the four areas targeted for excellence by the University, namely, health, security, and
cross-cultural issues.
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10. U. T. San Antonio: Approval to expand preliminary planning authority for a
M.A. in City/Urban, Community, and Regional Planning and a M.A. in Health
and Kinesiology

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs and President Romo that the U. T. System Board of Regents approve

a. expansion of degree planning authority for U. T. San Antonio to include a
Master of Arts (M.A.) in City/Urban, Community, and Regional Planning
and a M.A. in Health and Kinesiology; and

b. submission of the proposal to the Texas Higher Education Coordinating
Board for review and appropriate action.

BACKGROUND INFORMATION

Once planning authority has been approved, U. T. San Antonio will present a

M.A. program in City/Urban, Community, and Regional Planning for U. T. System
Board of Regents and Coordinating Board approval. That program would complement
and strengthen existing graduate programs at U. T. San Antonio in architecture and
public administration. Additionally, the proposed degree would complement the M.S. in
Architecture with an international practice focus - the only program of its kind in the
United States. The proposed degree will afford opportunities for dual-degree programs
with architecture, public administration, and criminal justice for students who do not
want to major in urban and regional planning but have a secondary interest in it. The
program will also support the activities of several centers and institutes at U. T. San
Antonio.

Moreover, once preliminary authority has been approved, U. T. San Antonio will submit
a M.A. in Health and Kinesiology, which will be used to replace the existing M.A. in
Education with concentration in Health and Kinesiology. If approved, the proposed
M.A. degree program would increase graduate credit hour production at no additional
cost to the University by utilizing existing courses, facilities, and faculty and by attracting
new students to U. T. San Antonio.

If approved, the proposed M.A. program will include a core set of courses that all
master's degree students will be required to take, as well as specific courses that will
build expertise in Health and Kinesiology. These changes will provide the department
with a focused initiative to meet the academic needs of students seeking graduate
preparation in Health and Kinesiology.
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11. U. T. Austin: Computer Sciences Building - Amendment of the FY 2006-2011
Capital Improvement Program and the FY 2006-2007 Capital Budget to
include project

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Powers that the U. T.
System Board of Regents amend the FY 2006-2011 Capital Improvement Program and
the FY 2006-2007 Capital Budget to include the Computer Sciences Building project at
The University of Texas at Austin as follows:

Architecturally or Historically  (Note: Item is before the Board; see Iltem 1 on Page 147.)
Significant:

Project Delivery Method: Construction Manager at Risk

Substantial Completion Date:  June 2010

Total Project Cost: Source Proposed
Gifts $67,000,000

BACKGROUND INFORMATION

The project will construct a new building of approximately 138,500 gross square feet.
The new Computer Sciences Building will have five levels plus a basement and a
wing will connect to two levels of T. U. Taylor Hall and the Applied Computational
Engineering and Sciences (ACES) Building. Demolition of the existing Chilling Station
No. 2 will accommodate the new building for Computer Sciences (see Item 14 on
Page 110).

The Department of Computer Sciences occupies five different buildings scattered
across the U. T. Austin campus. The proposed building will enable the integration of
research and educational opportunities.

This proposed off-cycle project has been approved by U. T. System staff and meets the
criteria for inclusion in the Capital Improvement Program.
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12. U. T. Austin: Renovation of John W. Hargis Hall with Visitor Center -
Amendment of the FY 2006-2011 Capital Improvement Program and the
FY 2006-2007 Capital Budget to include project; appropriation of funds
and authorization of expenditure; and resolution regarding parity debt

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Powers that the U. T.
System Board of Regents amend the FY 2006-2011 Capital Improvement Program and
the FY 2006-2007 Capital Budget to include the Renovation of John W. Hargis Hall with
Visitor Center project at The University of Texas at Austin as follows:

Architecturally or Historically (Note: Item is before the Board; see Item 1 on Page 147.)
Significant:

Project Delivery Method: Construction Manager at Risk

Substantial Completion Date: June 2008

Total Project Cost: Source Proposed
Gifts $1,000,000
Revenue Financing System Bond Proceeds  $2,500,000
$3,500,000

a. approve a total project cost of $3,500,000 with funding of $2,500,000 from
Revenue Financing System Bond Proceeds and $1,000,000 from Gifts;

b. appropriate and authorize expenditure of funds; and

C. 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 project's cost, including any
costs 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; and
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. U. T. Austin, which is a "Member" as such term is used in the
Master Resolution, possesses the financial capacity to satisfy its
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 $2,500,000.

BACKGROUND INFORMATION

Debt Service

The $2,500,000 in Revenue Financing System debt will be repaid from earned indirect
cost funds returned to U. T. Austin by the Legislature. Debt service coverage on the
project is expected to average 3.7 times over FY 2006 - FY 2011.

Project Description

The project will renovate John W. Hargis Hall to upgrade the building for life safety and
accessibility compliance, add a visitor center, and make improvements to space that
houses the Office of Freshman Admissions. The work will include interior renovation of
offices, lounges, conference rooms, multimedia rooms, one large public theatre, public
space, and the reception area as well as renovation of public restrooms and kitchen.
The scope includes remediation of existing building deficiencies including failure at the
building envelope to control thermal and moisture infiltration, upgrades to the mechan-
ical, plumbing, electrical, and technology infrastructure, and structural corrections to
damage caused by age, moisture, and termite infiltration. In addition, corrections will be
made to the building egress system to address fire and life safety issues and accessi-
bility compliance. The Visitor Center will be located adjacent to the Office of Freshman
Admissions to more effectively provide information about the University, its history, and
its activities. John W. Hargis Hall, located north of the Frank C. Erwin, Jr. Special
Events Center at the corner of Martin Luther King, Jr. Boulevard and Red River Street,
was named in 1983 for the former special assistant to the president at U. T. Austin.

This proposed off-cycle repair and rehabilitation project has been approved by U. T.
System staff and meets the criteria for inclusion in the Capital Improvement Program.
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13. U. T. Austin: Student Activity Center - Amendment of the FY 2006-2011
Capital Improvement Program and the FY 2006-2007 Capital Budget to
include project

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Powers that the U. T.
System Board of Regents amend the FY 2006-2011 Capital Improvement Program and
the FY 2006-2007 Capital Budget to include the Student Activity Center project at The
University of Texas at Austin as follows:

Project No: 102-248

Architecturally or Historically

Significant: (Note: Item is before the Board; see Item 1 on Page 147.)
Project Delivery Method: Construction Manager at Risk

Substantial Completion Date: June 2011

Total Project Cost: Source Proposed
Revenue Financing System Bond Proceeds $44,000,000

BACKGROUND INFORMATION

The Student Activity Center will include 125,000 gross square feet to incorporate
many aspects of student life including a food court, lounge space, student media, and
entertainment venues. The Student Activity Center will be located on the East Mall,
close to the Dr. Martin Luther King, Jr., statue, Gregory Gymnasium, and the new
Gregory Gymnasium Aguatic Complex. Although the need for more student activity
space has been recognized for a number of years, in 2005, students from across
campus were successful in moving the project forward as a student referendum.
Participants included Student Government, the Texas Union, and Recreational Sports,
along with a number of other organizations. Now that the referendum has passed,
these student groups are anxious for the project to proceed.

There are over 950 student organizations on campus and space is very limited to
accommodate the current needs and the potential growth resulting from a diverse
student body.

This proposed off-cycle project has been approved by U. T. System staff and meets the
criteria for inclusion in the Capital Improvement Program.
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14. U.T. Austin: Chilling Station Replacement - Amendment of the FY 2006-2011
Capital Improvement Program and the FY 2006-2007 Capital Budget to
include project; approval of preliminary project cost; and authorization of
institutional management

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Powers that the U. T.
System Board of Regents amend the FY 2006-2011 Capital Improvement Program and
the FY 2006-2007 Capital Budget to include the Chilling Station Replacement project at
The University of Texas at Austin as follows:

Project Number: 102-245

Institutionally Managed: Yes X No [ ]

Architecturally or Historically (Note: Iltem is before the Board; see Item 1 on Page 147.)
Significant:

Project Delivery Method: Construction Manager at Risk
Substantial Completion Date: September 2008

Total Project Cost: Source Proposed
Revenue Financing System Bond Proceeds  $35,000,000

a. approve a preliminary project cost of $35,000,000 with funding from
Revenue Financing System Bond Proceeds; and

b. authorize U. T. Austin to manage the total project budgets, appoint

architects, approve facility programs, prepare final plans, and award
contracts.

BACKGROUND INFORMATION

Project Description

U. T. Austin is requesting institutional management to construct a new building of
approximately 27,000 gross square feet to replace Chilling Station No. 2 that contains
equipment approximately 50 years old. The project will also involve building a new
cooling tower within the power plant complex to serve the chillers. Chilling Station
No. 2 and the related cooling tower will be demolished after this new Chilling Station
Replacement is completed. Demolition of the existing Chilling Station No. 2 will
accommodate the new building for Computer Sciences (see Item 11 on Page 106).
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The cost to demolish Chilling Station No. 2 is included in the Computer Sciences
Building project. The project will occupy a site adjacent to the Hal C. Weaver Power
Plant complex.

U. T. Austin Facilities Management personnel have the experience and capability to
manage all aspects of the work.

This proposed off-cycle project has been approved by U. T. System staff and meets the
criteria for inclusion in the Capital Improvement Program.

15. U. T. Dallas: Campus Landscape Enhancement Project - Amendment of the
FY 2006-2011 Capital Improvement Program and the FY 2006-2007 Capital
Budget to include project; approval of total project cost; and appropriation
of funds and authorization of expenditure

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Daniel that the U. T.
System Board of Regents amend the FY 2006-2011 Capital Improvement Program

and the FY 2006-2007 Capital Budget to include the Campus Landscape Enhancement
Project at The University of Texas at Dallas as follows:

Architecturally or Historically
Significant: (Note: Item is before the Board; see Item 1 on Page 147.)

Project Delivery Method: Competitive Sealed Proposals

Substantial Completion Date: September 2007

Total Project Cost: Source Proposed
Gifts $10,000,000

a. approve a total project cost of $10,000,000 with funding from Gifts; and

b. appropriate and authorize expenditure of funds.

BACKGROUND INFORMATION

The project will enhance the campus perimeter along the Campbell Road frontage, the
University Boulevard entrance, the campus central plaza surrounded by the McDermott
Library, the Student Union, the Founders Building, and the Cecil H. and Ida Green Center
for the Study of Science and Society. The secondary project elements include enhance-
ment of the north mall and Rutford Avenue, and recommendations regarding parking,
vehicular traffic, and placement of future buildings and housing.
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This proposed off-cycle repair and rehabilitation project has been approved by U. T.
System staff and meets the criteria for inclusion in the Capital Improvement Program.

16. U. T. El Paso: Basketball Complex - Amendment of the FY 2006-2011
Capital Improvement Program and the FY 2006-2007 Capital Budget to
include project; approval of preliminary project cost; and reqguest to name
the complex as The Paul Foster and Jeff Stevens Basketball Complex

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs,

the Executive Vice Chancellor for Business Affairs, the Vice Chancellor for External
Relations, and President Natalicio that the U. T. System Board of Regents amend the
FY 2006-2011 Capital Improvement Program and the FY 2006-2007 Capital Budget to
include the Basketball Complex project at The University of Texas at El Paso as follows:

Architecturally or Historically (Note: Item is before the Board; see Item 1 on Page 147.)
Significant:

Project Delivery Method: Construction Manager at Risk

Substantial Completion Date: August 2008

Total Project Cost: Source Proposed
Gifts $10,600,000

a. approve a preliminary project cost of $10,600,000 with funding from Gifts;
and

b. request to name the facility as The Paul Foster and Jeff Stevens
Basketball Complex.

BACKGROUND INFORMATION

The project will be located adjacent to the Don Haskins Special Events Center. The
facility will be used by both the men's and women's basketball programs. The facility
will contain three basketball practice courts, locker rooms, a strength and conditioning
area, academic support rooms, coaches' offices for both men's and women's programs,
and a multiuse room for team functions and donor pregame functions. The new com-
plex may also contain the University Ticket Center that is currently housed in a small
building that will be demolished.

Mr. Paul L. Foster and Mr. Jeff A. Stevens have gained excellent reputations for their

extraordinary support of educational, civic, and charitable activities in the El Paso
region.
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Mr. Paul L. Foster is the President, Chief Executive Officer, and a director of Western
Refining, Inc. He has more than 25 years of oil industry and marketing experience.
Mr. Foster earned a B.B.A. in accounting from Baylor University in 1979. He has been
a resident of El Paso since 1991, and has served throughout the local community and
state in numerous positions. Mr. Foster serves on the Board of Directors for Bank of
the West, the Texas Higher Education Coordinating Board, and the Young President's
Organization Inc., El Paso-Juarez Chapter. He is also the Chairman of the Board for
the El Paso Regional Economic Development Corporation, and Vice Chairman of the
American Red Cross, El Paso Chapter. Mr. Foster is a member of U. T. El Paso
University Founders and serves on the Business Advisory Council.

Mr. Jeff A. Stevens joined Western Refining, Inc., in 2000 and serves as Executive Vice
President and is also a member of the Board of Directors. He has more than 19 years
of oil industry and marketing experience. Mr. Stevens serves the El Paso community as
a member of the Sun Bowl Association Board of Directors.

The proposed naming of the Basketball Complex at U. T. El Paso to recognize the
generous gift and distinguished contributions of Mr. Paul Foster and Mr. Jeff Stevens

is consistent with the Regents' Rules and Regulations, Series 80307, relating to naming
of facilities. See Items 1 and 2 on Page Docket - 18 related to approval of gifts from
Mr. Foster and Mr. Stevens.

This proposed off-cycle project has been approved by U. T. System staff and meets the
criteria for inclusion in the Capital Improvement Program.

17. U.T.Pan American: Authorization to purchase approximately 2.42 acres
of unimproved land described as the east 40 feet of Lot 4, Section 273, and
the west 40 feet of Lot 3, Section 273, out of the Texas-Mexican Railway
Company Survey, Edinburg, Hidalgo County, Texas, from Hidalgo County
Irrigation District No. 1, at a purchase price not to exceed the fair market
value as established by an independent appraisal, for surface parking and
other future campus uses

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs, the Executive Vice Chancellor for Business Affairs, and President
Céardenas that authorization be granted by the U. T. System Board of Regents, on
behalf of U. T. Pan American, to

a. purchase approximately 2.42 acres of unimproved land described as the
east 40 feet of Lot 4, Section 273, and the west 40 feet of Lot 3, Sec-
tion 273, out of the Texas-Mexican Railway Company Survey, Edinburg,
Hidalgo County, Texas, from Hidalgo County Irrigation District No. 1, at a
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purchase price not to exceed the fair market value as established by an
independent appraisal, plus all due diligence expenses, closing costs,
and other costs and expenses to complete the acquisition of the property
as deemed necessary or advisable by the Executive Vice Chancellor for
Business Affairs or the Executive Director of Real Estate, for surface
parking and other future campus uses; and

b. authorize the Executive Vice Chancellor for Business Affairs or the
Executive Director of Real Estate to execute all documents, instruments,
and other agreements, subject to approval of all such documents as to
legal form by the Office of General Counsel, and to take all further actions
deemed necessary or advisable to carry out the purpose and intent of the
foregoing recommendation.

BACKGROUND INFORMATION

The subject property consists of approximately 2.42 acres of land improved with a
drainage canal that adjoins and connects the existing U. T. Pan American campus and
the 16.42-acre and 18.96-acre tracts that the institution recently acquired in accordance
with authorizations from the Board dated August 11, 2005, and January 12, 2006,
respectively. The subject property was identified as a critical acquisition in the Campus
Master Plan updated by the firm of Good, Fulton & Farrell in January 2005.

The Hidalgo County Irrigation District No. 1 will retain a 15-foot wide drainage easement
across the property. Physical Plant Reserves, currently held for future planned capital
projects, will be used to fund the purchase, the terms and conditions of which are
reflected in the transaction summary below:

Transaction Summary

Institution: U. T. Pan American

Type of Transaction:  Purchase

Total Area: Approximately 2.42 acres
Improvements: None
Location: The east 40 feet of Lot 4, Section 273, and the west 40 feet of

Lot 3, Section 273, out of the Texas-Mexican Railway Company
Survey, Edinburg, Hidalgo County, Texas; the property has

80 feet of frontage on Schunior Street; a concrete-lined canal is
located in the center of the 80-foot wide tract and extends the
length of the parcel (see attached map)
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Seller:

Purchase Price:

Appraised Value:

Source of Funds:

Intended Use:

Hidalgo County Irrigation District No. 1

Not to exceed fair market value as determined by an
independent appraisal

$129,195, if the open canal is replaced with buried pipe within
an easement; $115,830, if the canal remains as is and within
an easement (Professional Appraisal Services, Inc.,
September 14, 2005, and March 20, 2006)

Physical Plant Reserves

Surface parking and other future campus uses
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18. U.T.Pan American: Science Building Renovation - Amendment of the
FY 2006-2011 Capital Improvement Program and the FY 2006-2007 Capital
Budget to include project; approval of total project cost; approval of
transfer of funds; and reduction of total project cost for the Education

Complex

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Cardenas that the U. T.
System Board of Regents amend the FY 2006-2011 Capital Improvement Program and
the FY 2006-2007 Capital Budget to include the Science Building Renovation project at
The University of Texas - Pan American as follows:

Architecturally or Historically
Significant: Yes [] No X

Project Delivery Method: Competitive Sealed Proposals

Substantial Completion Date: July 2006

Total Project Cost: Education Source Current Proposed
Complex Tuition Revenue Bond Proceeds $22,000,000 $21,015,000
Total Project Cost: Science Source Proposed
Building Renovation Tuition Revenue Bond Proceeds $ 985,000
Higher Education Assistance Fund (HEAF) $1,010,000
$1,995,000

a. approve a total project cost of $1,995,000 with funding of $985,000 from
Tuition Revenue Bond Proceeds and $1,010,000 from the Higher
Education Assistance Fund (HEAF);

b. approve the transfer of Tuition Revenue Bond Proceeds in the amount of
$985,000 from the Education Complex project; and

C. reduce the total project cost from $22,000,000 to $21,015,000 for the
Education Complex project.

BACKGROUND INFORMATION

Project Description

U. T. Pan American is requesting the transfer of the remaining $985,000 of Tuition
Revenue Bond Proceeds from the completed Education Complex project to allow the
finish out of the third floor area of the Science Building. The space will contain four
teaching laboratories, two research laboratories, and 24 faculty offices. The use of the
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Tuition Revenue Bond Proceeds must be in accordance with the language from Texas
Education Code Section 55.1732; however, Section 55.1732 (d) provides as follows:
Any portion of the proceeds of bonds authorized by this section for one or more speci-
fied projects at an institution that is not required for the specified projects may be used
to renovate existing structures and facilities at the institution.

This proposed off-cycle project has been approved by U. T. System staff and meets the
criteria for inclusion in the Capital Improvement Program.

19. U. T. Brownsville: Discussion of compact priorities

REPORT

President Garcia and Executive Vice Chancellor Sullivan will lead a discussion about
compact priorities for The University of Texas at Brownsville as set out in the compact
on Pages 97 - 121 in the Supplemental Materials (Volume 2) of the Agenda Book.

Dr. Garcia's PowerPoint presentation is on Pages 122 - 126 in the Supplemental
Materials (Volume 2) of the Agenda Book.

20. U. T. Pan American: Discussion of compact priorities

REPORT

President Cardenas and Executive Vice Chancellor Sullivan will lead a discussion about
compact priorities for The University of Texas - Pan American as set out in the compact
and in the PowerPoint presentation on Pages 127 - 151 and Pages 152 - 164, respec-
tively, in the Supplemental Materials (Volume 2) of the Agenda Book.
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1. U. T. Medical Branch - Galveston: Discussion of long-term plan for clinical
activities and Jennie Sealy Hospital Replacement project

See Item 15 on Pages 175 - 179 of the Facilities Planning and Construction Committee.

2. U. T. System: Quarterly report on health issues by Executive Vice
Chancellor Shine

REPORT

Executive Vice Chancellor Shine will report on health matters of interest to the U. T.
System. This is a quarterly update to the Health Affairs Committee of the U. T. System
Board of Regents.

3. U. T. Southwestern Medical Center - Dallas: Approval of revisions to U. T.
Southwestern Health Systems Bylaws to add a new Article 6 on Affiliated-
Physician-Related Committees

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Health Affairs, the Vice Chancellor and General Counsel, and President Wildenthal
that the U. T. System Board of Regents approve the addition of Article 6, as set out
on Pages 121 - 122, to the U. T. Southwestern Health Systems Bylaws. The Office
of General Counsel has given input on the legal aspects of the proposal.

BACKGROUND INFORMATION

Authority to create certified nonprofit health corporations (CNPHCSs) at each U. T.
System health institution was granted by the Board of Regents on April 14, 1994, with
the provision that each corporation adopt model articles of incorporation and model
bylaws and submit a business plan for approval. The CNPHCs were designed to
provide the health institutions with the necessary capability to react to market demands
by ensuring (1) an adequate referral base of patients to meet the medical education
needs of the institutions, and (2) the continued fiscal viability of their Medical Services,
Research and Development Plans (MSRDP). The CNPHCs were an alternative to
licensure as a health maintenance organization that would permit the institutions to
accept risk contracts for physician services. CNPHCs are regulated by the Texas
Medical Board, pursuant to Texas Occupations Code Section 162.001.
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U. T. Southwestern Health Systems, a CNPHC, was established in 1994 to enhance
revenues of U. T. Southwestern Medical Center - Dallas primarily by establishing health
care joint ventures and contracting for delivery of inpatient and outpatient health care
services. U. T. Southwestern Health Systems is certified by the Texas Medical Board
and is a qualified tax-exempt organization under Section 501(c)(3) of the Internal
Revenue Code of 1986.

Pursuant to the current Bylaws, the CNPHC has one Member who is the incumbent
President of U. T. Southwestern Medical Center - Dallas. A Board of at least three
directors, appointed by the Member, currently manages U. T. Southwestern Health
Systems. Standing and special committees perform duties assigned by the Board
of Directors. The current directors are Kern Wildenthal, M.D., Ph.D.; Willis C.
Maddrey, M.D.; John McConnell, M.D.; and Robert Rege, M.D.

Numerous nonsubstantive revisions were made to the Bylaws of U. T. Southwestern
Health Systems with approval of the Executive Vice Chancellor for Health Affairs in
March 2006. The nonsubstantive changes were made to streamline the governance
and operations of the organization.

Article 6 of the Bylaws, attached on Pages 121 - 122, is new and substantive. This
addition was compelled by the recent acquisition of the assets and operations of

St. Paul University Hospital by U. T. Southwestern Medical Center - Dallas and the
desire to encourage community physicians to maintain their admitting privileges at the
hospital. To further this goal, U. T. Southwestern Medical Center - Dallas initiated the
creation of a physician network that would clinically integrate community physicians
with U. T. Southwestern Medical Center - Dallas physicians at the now renamed
University Hospital - St. Paul. This network, called U. T. Southwestern Clinically
Affiliated Physicians (UTSCAP), will be administered by U. T. Southwestern Health
Systems. Upon approval of Article 6, UTSCAP members will be included in managed
care contracts negotiated by U. T. Southwestern Health Systems and in quality
improvement efforts for University Hospital - St. Paul through a committee structure
similar to that currently afforded to U. T Southwestern Medical Center - Dallas
physicians. The private physicians will pay a membership fee to UTSCAP in return
for UTSCAP benefits.
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ARTICLE 6.
AFFILIATED-PHYSICIAN-RELATED COMMITTEES

6.1 Affiliated-Physician-Related Committees

(@ Managed Care Committee. The Managed Care Committee shall
approve managed care contracts for UT Southwestern Clinically Affiliated Physicians
(“UTSCAP"), and make recommendations to the Board as appropriate. The Chairman of
the Managed Care Committee shall be approved by the Medical Director of UTSCAP.

(b) Quality Improvement Committee. The Quality Improvement
Committee is responsible for evaluating ongoing measurements of clinical care to assess
the effectiveness of care delivered and to evaluate and develop preventative measures. In
addition, it is charged with planning and implementing improvements related to clinical
quality. The Committee reviews and approves Clinical Practice Guidelines. The
Committee makes recommendations for improvement and reports to the UTSHS Board
of Directors. The Chairman of the Quality Improvement Committee shall be approved by
the Medical Director of UTSCAP. The Committee shall be comprised of physician
members representative of multiple areas of practice. The Quality Improvement
Committee shall have two subcommittees, the Credentialing Committee and the
Utilization Management Committee. Other subcommittees may be appointed as the
Quality Improvement Committee determines are necessary.

(i) Credentialing Committee: The Credentialing Committee shall
develop policies for credentialing and recredentialing practitioners, and review and
approve providers for participation within the provisions of the Credentialing Policies.
This Committee has final authority for all credentialing and recredentialing decisions, and
for termination of participating practitioners and providers, and shall make
recommendations to the Quality Improvement Committee for other disciplinary action as
appropriate. The Chairman of the Credentialing Committee shall be approved by the
Medical Director of UTSCAP.

(if)  Utilization Management Committee. The Utilization
Management (UM) Committee shall be chaired by a physician approved by the
Chairman of the Board with the approval of the Medical Director of UTSCAP. Six
committee members shall be appointed by the Chairman of the Board and approved by
the Medical Director of the Clinically Affiliated Physicians. The Utilization
Management Program is designed to ensure that patients receive access to timely,
appropriate and affordable quality care and services. Key aspects of service addressed in
the UM Program are medical necessity, appropriateness, availability, and accessibility.
The Utilization Management Committee is charged with annual review and
implementation of the UM Program, regular review of UM data, and implementation of
corrective actions whenever indicated.
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6.2  Specia Committees. The Board may designate one or more special
committees to perform such duties that are not inconsistent with the Articles of
Incorporation or these Bylaws as shall be assigned by the Board. Each special committee
shall consist of two (2) or more persons appointed by the chairman of the board, with the
approval of the Board, who may, but need not be, directors of the Corporation. A special
committee shall limit its activities to those for which it is designated and shall have no
power to act except as specifically conferred by the Board. A special committee shall
stand dissolved upon the completion of the duties assigned. All special committees shall
operate in an advisory capacity to the Board, unless given specific authority to act by the
Board.

6.3  Quorum and Voting. A magority of the members of a committee shall
constitute a quorum for the transaction of business at any meeting of the committee and
the act of amgjority of those present and voting at meeting of the committee where such
guorum is established shall be the act of the committee. Attendance or voting by proxy
shall not be permitted.

6.4  Meetings and Notices. Meetings of a committee may be called by the
chairman of the Board or the chairman of the committee. Each committee shall meet as
often asis necessary to perform its duties. Notice may be given at any time and in any
manner reasonably designed to inform the committee members of the time and place of
the meetings. Meetings of Committees may be held via telephone or email when
practicable. Each committee shall keep minutes of its proceedings.

6.5 Resignations and Removas. Any member of acommittee may resign at
any time by giving notice to the chairman of the committee or the secretary of the
Corporation. Unless otherwise specified in the notice, such resignation shall take effect
upon receipt. The acceptance of such resignation shall not be necessary to make it
effective. The Board may remove a member of any committee at any time with or
without being required to state a cause for removal.

6.6  Vacancies. A vacancy on acommittee shall befilled for the unexpired
portion of the term in the same manner in which an original appointment to such
committee is made.
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4, U. T. Medical Branch - Galveston: Authorization to purchase real property
and improvements located at 1314 Strand, Galveston, Galveston County,
Texas, from Ms. Doris Rodriguez, at fair market value as established by an
independent appraisal, for parking and for future programmed develop-
ment of campus expansion

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Health Affairs, the Executive Vice Chancellor for Business Affairs, and President Stobo
that authorization be granted by the U. T. System Board of Regents, on behalf of U. T.
Medical Branch - Galveston, to

a. purchase the real property and improvements located at 1314 Strand,
Galveston, Galveston County, Texas, from Ms. Doris Rodriguez
for $95,000, plus all due diligence expenses, closing costs, and other
costs and expenses to complete the acquisition of the property as deemed
necessary or advisable by the Executive Vice Chancellor for Business
Affairs or the Executive Director of Real Estate, for parking and for future
programmed development of campus expansion; and

b. authorize the Executive Vice Chancellor for Business Affairs or the
Executive Director of Real Estate to execute all documents, instruments,
and other agreements, subject to approval of all such documents as to
legal form by the Office of General Counsel, and to take all further actions
deemed necessary or advisable to carry out the purpose and intent of the
foregoing recommendation.

BACKGROUND INFORMATION

U. T. Medical Branch - Galveston desires to purchase the subject property and
improvements, consisting of a 1,963-square foot frame house on a 5,160-square foot
lot, for $95,000, the value established by an independent appraisal. The property is
across the street from the institution's materials management warehouse and Facilities
Operations and Management offices, and will be used for parking and for future pro-
grammed development of campus expansion.

Previously, U. T. Medical Branch - Galveston sought and obtained Board approval for
acquisition of properties contiguous to the campus, including the geographical area
bounded by 13th and 14th Streets and Strand and Harborside, within which area the
subject property is located. On December 2, 1993, the Board of Regents authorized the
acquisition of several parcels of real property located within the same city block and
several nearby blocks, and on November 13, 1996, the Board authorized the acquisition
of additional properties near the subject property.
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To fund the purchase, U. T. Medical Branch - Galveston will use institutional funds. The
terms and conditions of the purchase are reflected in the transaction summary below:

Transaction Summary

Institution: U. T. Medical Branch - Galveston

Type of Transaction:  Purchase

Total Area: 5,160-square foot residential lot
Improvements: 1,963-square foot frame house
Location: 1314 Strand, Galveston, Galveston County, Texas; see

attached map

Seller: Ms. Doris Rodriguez

Purchase Price: $95,000

Appraised Value: $95,000 (Bay Area Real Property Appraisers &
Consultants, Inc., January 25, 2006)

Source of Funds: Institutional Funds

Intended Use: Immediate use for parking; long-term use for programmed

development of campus expansion
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5. U. T. M. D. Anderson Cancer Center: Report on guality improvement and
patient safety

REPORT

Sharon Martin, M.Ed., MT (ASCP) SC, Vice President for Quality Management at U. T.
M. D. Anderson Cancer Center and the 2005 and 2006 Chancellor's Health Fellow in
Quality of Care and Patient Safety, will outline some of the patient safety efforts under-
way at U. T. M. D. Anderson Cancer Center and the positive outcomes as a result of
these programs using the PowerPoint presentation on Pages 165 - 176 in the Supple-
mental Materials (Volume 2) of the Agenda Book.

6. U. T. Health Science Center - San Antonio: Mechanical Electrical
Plumbing (MEP) Upgrades, Phase | - Amendment of the FY 2006-2011
Capital Improvement Program and the FY 2006-2007 Capital Budget to
include project; approval of total project cost; approval of transfer of
funds and authorization of expenditure; authorization of institutional
management; and reduction of total project cost for the Children's
Cancer Research Institute

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Health Affairs, the
Executive Vice Chancellor for Business Affairs, and President Cigarroa that the U. T.
System Board of Regents amend the FY 2006-2011 Capital Improvement Program and
the FY 2006-2007 Capital Budget to include the Mechanical Electrical Plumbing (MEP)
Upgrades, Phase | project at The University of Texas Health Science Center at San
Antonio as follows:

Project No.: 402-249

Architecturally or Historically

Significant: Yes [] No X
Institutionally Managed: Yes XI No []

Project Delivery Method: Competitive Sealed Proposals

Substantial Completion Date: July 2006

Total Project Cost: Children’s Source Current Proposed
Cancer Research Institute Revenue Financing System Bond Proceeds  $49,500,000 $47,507,972
Total Project Cost: MEP Source Proposed
Upgrades, Phase | Revenue Financing System Bond Proceeds $1,992,028
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a. approve a total project cost of $1,992,028 with funding from Revenue
Financing System Bond Proceeds;

b. approve the transfer of Revenue Financing System Bond Proceeds in
the amount of $1,992,028 from the Children's Cancer Research Institute
project and authorize expenditure;

C. authorize U. T. Health Science Center - San Antonio to manage the total
project budgets, appoint architects, approve facility programs, prepare
final plans, and award contracts; and

d. reduce the total project cost from $49,500,000 to $47,507,972 for the
Children's Cancer Research Institute project.

BACKGROUND INFORMATION

Project Description

U. T. Health Science Center - San Antonio is requesting the transfer of the remaining
appropriated funding of $1,992,028 from Revenue Financing System Bond Proceeds
from the completed Children's Cancer Research Institute project to provide for mechan-
ical, electrical, and plumbing upgrades to the existing Medical School and Dental School
located on the main campus.

U. T. Health Science Center - San Antonio Facilities Management personnel have the
experience and capability to manage all aspects of the work.

This proposed off-cycle project has been approved by U. T. System staff and meets the
criteria for inclusion in the Capital Improvement Program.

7. U. T. System: Report on FY 2005 post-tenure review

REPORT

Executive Vice Chancellor Shine will report on the Fiscal Year 2005 post-tenure review
using the attachment on Pages 128 - 129.
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8. U. T. System Board of Regents: Adoption of Regents' Rules and
Reqgulations, Series 40602, related to Organized Research Units

See Item 4 on Pages 19 - 22 in Meeting of the Board. This item may also be
considered by the Academic Affairs Committee and will be considered for Board
of Regents' action under Meeting of the Board.

9. U. T. M. D. Anderson Cancer Center: Discussion of U. T. M. D. Anderson
Cancer Center's proposed participation in investment as a limited partner
in The Madelin Fund, L.P.

DISCUSSION

The purpose of this discussion is to propose participation by U. T. M. D. Anderson
Cancer Center in an investment as a limited partner in The Madelin Fund, L.P., focused
on cancer therapeutics in accordance with the term sheet on Pages 133 - 146. The
Office of General Counsel has given input on the legal aspects of the proposal.

BACKGROUND INFORMATION

Over the course of the previous eight years, U. T. M. D. Anderson Cancer Center has
expended substantial effort and resources to advance the environment at or near its
main campus to promote technology advancement and commercialization. This is a
critical part of the institution's mission to eradicate cancer, as its efforts are aimed at
accelerating the process of developing novel inventions in the cancer treatment and
prevention arena into products that will benefit cancer patients and the public at-large.

Efforts in this regard have included the nationwide search and retention of Dr. Chris
Capelli, Vice President for Technology Commercialization, and the development of the
U. T. Research Park in conjunction with U. T. System and U. T. Health Science Center -
Houston. Additional accomplishments have included securing funding for development
of infrastructure in the U. T. Research Park, as well as creating public/private partner-
ships through the use of the State of Texas Enterprise Fund and contributions from
healthcare industry partners, such as General Electric Medical Systems.

Additionally, under the direction of Dr. Capelli, U. T. M. D. Anderson Cancer Center
has created an Active Venture Development Program, which is aimed at taking novel
inventions of U. T. M. D. Anderson Cancer Center and coupling them with inventions
from other universities to develop beneficial products in the cancer care and prevention
market.
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In conjunction with the activity in the Active Venture Development Program, U. T.

M. D. Anderson Cancer Center has recently been approached by a group of principals
who have proposed the formation of The Madelin Fund, L.P., that will be aimed at
providing privately negotiated venture capital investment in companies operating in the
oncology and oncology-related healthcare sectors including, but not limited to, cancer
prevention, diagnostics, therapeutics, medical devices, post-treatment cancer care
opportunities, and such disease states that are representative of abnormal cell growth
and proliferation.

As reflected in the attached term sheet, it is envisioned that U. T. M. D. Anderson
Cancer Center would be a special limited partner with a capital commitment of 10% of
the total capital commitments not to exceed $5 million. The fund would be managed by
a general partner made up of four principals whose background information is provided
briefly below:

Edward Fagin, Esq.

Principal of the Fund's General Partner

Attorney and Investment banker

Raised over $350 million in capital in past 25 years for various entities

Robin Smith, M.D., M.B.A.

Principal of the Fund's General Partner

Senior advisor and investor to both publicly traded and privately held companies with
a focus on healthcare companies

Executive roles in a number of healthcare companies

M.D. from Yale, M.B.A. from Wharton

Cynthia Ekberg Tsai

Principal of the Fund's General Partner

Founder and General Partner in MassTech Ventures
Chairman of Maxim Pharmaceuticals

Fred H. Mermelstein, Ph.D.

Principal of the Fund's General Partner

Founder of several biotechnology companies

Executive of a number of biotechnology and pharmaceutical companies

Venture capitalist with Paramount Capital Investments, LLC and Orion
Biomedical GP, LLC

Financial advisor to the Emerging Industries Fund, a development initiative
administered on behalf of the City by the New York City Economic
Development Corporation

Ph.D. in Pharmacology and Toxicology from Rutgers University and the University
of Medicine and Dentistry of New Jersey-Robert Wood Johnson Medical School

As structured, U. T. M. D. Anderson Cancer Center's investment in the fund would
only come about in the event that the fund were able to raise an initial capital amount
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of $22.5 million. Upon raising $22.5 million, U. T. M. D. Anderson Cancer Center would
then contribute $2.5 million for its 10% position. Thereafter, capital will be raised up to
a maximum of $50 million for a total value of the fund, and $5 million for the maximum
contribution on the part of U. T. M. D. Anderson Cancer Center. U. T. M. D. Anderson
Cancer Center would match every $9 raised with $1 of its own investment to maintain
its 10% position.

As a limited partner, U. T. M. D. Anderson Cancer Center would not be required to
make any further investment in the fund above the maximum amount of $5 million.

U. T. M. D. Anderson Cancer Center would share in the gains and profits of the fund
commensurate with its percentage position. It would also receive a minority of the
carried interest for its role as a special limited partner. U. T. M. D. Anderson Cancer
Center would not participate in the investment decisions of the fund, as that would be
the role of the general partner.

The fund would not be limited to investment opportunities involving U. T. M. D.
Anderson Cancer Center inventions. The fund would be focused on cancer therapeu-
tics and oncology-related products as described above. It is anticipated that inventions
from other universities would be evaluated for potential investment opportunities
through the U. T. M. D. Anderson Cancer Center Active Venture Development Program
with the opportunity to enhance those inventions with scientific contributions from U. T.
M. D. Anderson Cancer Center, or by coupling those inventions with U. T. M. D.
Anderson Cancer Center inventions to advance both inventions toward a marketable
product. The scientific feasibility and diligence services provided by U. T. M. D.
Anderson Cancer Center would be on a fee-for-service basis pursuant to a separate
contract.

It is the intention of U. T. M. D. Anderson Cancer Center to use unrestricted gift funds to
provide the capital necessary for this investment. U. T. M. D. Anderson Cancer Center
has determined that such funds may be legally invested as proposed. Further, U. T.

M. D. Anderson Cancer Center's investment in the fund has been requested by the
general partner to show support and commitment to the effort on the part of U. T.

M. D. Anderson Cancer Center.

Over the course of the previous eight years as U. T. M. D. Anderson Cancer Center has
advanced its technology development and commercialization program, it has become
apparent to the institution that investment capital needed to fund the companies nec-
essary to develop inventions into products is not readily available in the Houston
market. This opportunity provides a unique chance to accelerate the process of raising
interest in the capital markets necessary for the development of new products. The
fund's organizers believe that the other 90% capital the general partners will raise for
this fund will come largely from investors on both the east and west coasts of the United
States, with some investors from overseas, such as the Asian market. That type of
participation will undoubtedly create a higher level of interest in other capital markets as
investment in new technology companies tends to be through a syndicated process of
multiple venture capital funds.
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UTMDACC DRAFT 2/28/06

SUMMARY OF PRINCIPAL TERMS

THE MADELIN FUND, L.P.

A Fund Investing in Cancer Related Opportunities Emanating from The University of
Texas M. D. Anderson Cancer Center and Other Institutions, Entities and Individuals

The following is a summary of the principal terms of the offering of limited partnership interests
in The Madelin, Fund, L.P. (the “Fund”), a Delaware limited partnership. This summary is
qualified in its entirety by reference to this Memorandum and the Limited Partnership
Agreement of the Fund (the “Partnership Agreement”), a copy of which will be provided to
each prospective investor upon request. To the extent that a conflict exists between this
document and the Partnership Agreement, the Partnership Agreement shall control.

The Fund:

Investment Objective:

General Partner:

Manager:

Special Limited Partner and
Relationship with The
University of Texas M. D.
Anderson Cancer Center:

The Madelin Fund, L.P., a Delaware limited partnership.

The Fund’s objective is to achieve investment returns primarily
in the form of capital gains by making privately negotiated
venture capital investments in companies operating in the
oncology and oncology related healthcare sectors, including but
not limited to cancer prevention, diagnostics, therapeutics,
medical devices, post-treatment cancer care opportunities, and
such disease states that are representative of abnormal cell
growth and proliferation. The Fund will have a relationship
with The University of Texas M. D. Anderson Cancer Center
(UTMDACC) described below under “Special Limited Partner
and Relationship with The University of Texas M. D. Anderson
Cancer Center.”

The General Partner of the Fund will be Madelin Investment
Partners, L.P., a Delaware limited partnership. Edward A.
Fagin, Cynthia Ekberg Tsai, Fred Mermelstein, Ph.D. and
Robin Smith, M.D., M.B.A. (each a “Principal”) will be
owners of the General Partner and , LLC,
the general partner of the General Partner.

The Fund will engage Madelin Management, LLC (the
“Manager”), an affiliate of the General Partner, to provide
various investment advisory services to the Fund. The Manager
will sub-contract with UTMDACC to provide certain advisory
services, including deal sourcing, scientific or feasibility due
diligence and technology validation.

The Fund has formed an alliance with UTMDACC and its
Active Venture Development Program to enhance the Fund’s
ability to identify, evaluate and launch ventures based on
technologies and services originating either with UTMDACC or
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Offering:

Minimum Investment:

Closings:

from institutions, entities and individuals unaffiliated with
UTMDACC. The General Partner expects that the Fund’s
alliance with UTMDACC will provide the Fund with enhanced
deal flow, assistance in assessing opportunities, and access to
opportunities incubated within the UTMDACC Active Venture
Development Program. UTMDACC’s capital commitment to
the Fund will be equal to 10% of the total capital commitments,
not to exceed $5 million, and UTMDACC will receive 20% of
the carried interest of the Fund as a Special Limited Partner in
addition to its proportionate interest as a Limited Partner.
UTMDACC will use its best efforts to show the Fund all legally
available investment opportunities emanating from UTMDACC
which are within the scope of the Fund’s investment objectives.
UTMDACC will have the right to participate as an observer in
all meetings of the Principals of the General Partner relating to
investment decisions except where considerations of
confidentiality and/or conflict of interest make such
participation inappropriate or prohibited.

The securities being offered are limited partnership interests
(“Interests”). The Fund is seeking total capital commitments
(“Commitments”) of $50 million. Commitments in excess of
or less than this amount may be accepted at the discretion of the
General Partner. Commitments in excess of $50 million shall
not affect UTMDACC’s maximum total commitment of
$5 million. Investors that subscribe for interests will become
limited partners of the Fund (the “Limited Partners” and,
together with the General Partner and Special Limited Partner,
the “Partners”).

The minimum Commitment for a Limited Partner will be
$500,000 for individuals and $1,000,000 for institutions,
although the General Partner reserves the right to waive these
minimums. The General Partner may, in its discretion, decline
to accept any subscriptions that are tendered.

An initial closing of the Fund (the *“Initial Closing”) will be
held upon the acceptance of subscriptions for Commitments
aggregating at least $25 million inclusive of UTMDACC’s
10% commitment and not until such commitments are obtained.
The General Partner, in its discretion, may admit additional
Limited Partners to the Fund or allow existing Partners to
increase their Commitments at subsequent closings (each a
“Subsequent Closing”) held at its discretion until the date of
the first anniversary of the Initial Closing (such first anniversary
referred to hereafter as the “Final Closing Date”). All Partners,
regardless of the closings at which they are admitted to the
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Term:

Investment Period:

Fund, will share in every Fund investment and expense pro rata
in accordance with their respective subscriptions.

Each Limited Partner admitted at any Subsequent Closing (or
which increases its Commitment after the date of the Initial
Closing) will be required to pay to the Fund an amount (the
“Later Closing Amount”) equal to the sum of: (a) an amount
equal to the same percentage of its Commitment that has been
contributed by the other Limited Partners; plus (b) an amount of
interest accruing at a per annum rate equal to 8% on the amount
of such prior capital contributions from the dates when such
prior capital contributions would have been required to be
drawn down through the date of such Subsequent Closing (the
“Interest Component”). The amount referred to in (a) above
will be distributed to the Partners that participated in the prior
capital contributions pro rata in accordance with each such
Partner’s capital contributions, provided that amounts
representing the Management Fee (as defined below) and the
Interest Component thereon shall be paid to the Manager.
Amounts so distributed in respect of prior capital contributions
will be available to be redrawn by the General Partner in the
same manner and to the same extent as unfunded Commitments.
Interest Components paid as provided above will be distributed
to the Partners that participated in prior capital contributions in
amounts reflecting the timing and amounts of those prior capital
contributions and will not be treated as capital contributions to
the Fund.

Ten years from the Final Closing Date, subject to extension by
the General Partner for up to three additional one-year periods.

The Partners will have no obligation to make additional capital
contributions to fund new investments after the third
anniversary of the date of the Initial Closing (the “Investment
Period”); provided, however, that the General Partner may
extend the Investment Period for a one-year period in its
discretion; and provided, further, that after the end of the
Investment Period the Partners will have a continuing obligation
to make contributions to finance then existing commitments and
complete investments in transactions which were in process at
the close of the Investment Period, follow-on investments and
to pay Fund Expenses (as defined below), liabilities and
obligations, including management fees. Nothing in this section
entitled “Investment Period” shall serve to increase
UTMDACC’s maximum total Commitment of $5 million.
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Key Persons:

Capital Calls:

Reinvestment:

Distributions:

If more than two of the Principals cease to remain actively
involved in the affairs and activities of the Fund, the General
Partner shall promptly notify the Limited Partners and shall not
make any new investments (except for follow-on investments or
investments pursuant to a then existing legally binding
agreement) without the approval of the Advisory Committee (as
defined below). Such suspension shall continue until the
General Partner presents a management plan that is approved by
the Advisory Committee or a majority in interest of the Limited
Partners.

Upon admission to the Fund at the Initial Closing each Partner
will be required to contribute to the Fund an amount equal to
50% of such Partner’s Commitment. Thereafter, following the
use of the initial contributions for investments, organizational,
offering and other Fund expenses and the maintenance of
reserves, capital calls generally will be made as necessary to
fund investments, meet expenses and liabilities of the Fund, or
to establish and maintain cash reserves for such purposes as the
General Partner deems necessary and appropriate, with not less
than ten business days’ prior written notice.

Any amounts returned to the Partners either (i) as a return of
Commitments called in anticipation of an unconsummated Fund
investment or (ii) as repayment of a Bridge Financing (as
defined in “Bridge Financing” below) made by the Fund will be
available for future Fund investments and expenses.

In addition to the foregoing, the General Partner may retain and
reinvest otherwise distributable proceeds or subject all or a
portion of such proceeds to a subsequent drawdown in order to
enable the Fund to invest 100% of Commitments in portfolio
investments.

The Fund intends to distribute available cash (net of reserves for
permitted reinvestment, Fund Expenses or withholdings) on a
timely basis and to make in-kind distributions of publicly traded
securities as soon as those companies have reached an
appropriate level of development. Distributions prior to
termination may be made in the form of cash or freely traded
securities. Upon liquidation, distributions also may consist of
restricted securities or property.
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Valuation of In-Kind
Distributions:

Distributions shall be made in the following amounts and order
of priority:

Q) First, 100% to the Partners until each Partner has
received distributions equal to their aggregate capital
contributions; and

(i)  Thereafter, (a) 20% to the General Partner and
Special Limited Partner and (b) 80% to the Partners (the
distributions paid to the General Partner and Special Limited
Partner under clause (a) are referred to as distributions of
“Carried Interest”).

The General Partner and Special Limited Partner may elect in
their sole and absolute discretion not to receive all or any
portion of any Carried Interest distributions that would
otherwise be made to them. Any such distribution shall be, in
the General Partner and Special Limited Partner’s sole
discretion, either retained by the Fund on the General Partner
and Special Limited Partner’s behalf or distributed to the
Limited Partners. To the extent that the General Partner and
Special Limited Partner elect not to receive any Carried Interest
distribution, subsequent distributions shall be made to the
General Partner and Special Limited Partner until they have
received the amount of Carried Interest distributions they would
then have been entitled to receive without such election;
provided that no interest shall accrue on or be paid to the
General Partner and Special Limited Partner with respect to any
such deferred Carried Interest distributions.

The Fund may make cash distributions to the General Partner
and the Special Limited Partner in an amount sufficient to pay
the General Partner’s and the Special Limited Partner (or their
respective owners’) income taxes on income allocated for tax
purposes to the General Partner and the Special Limited Partner.

Distributions of freely tradable securities will be valued at the
average closing trade prices for the ten business days
immediately preceding distribution if closing trade prices
generally are reported, and otherwise at the average closing bid
prices for the ten business days immediately preceding
distribution. Distributions of in-kind of assets other than freely
tradable securities will be valued by the General Partner, taking
all factors it deems relevant into account, subject to an objection
procedure where a majority of the Limited Partners may object
to the General Partner’s valuation and request a new valuation.
If the General Partner and a majority of the Limited Partners
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Clawback:

Bridge Financing:

Management Fee:

cannot agree on a valuation, an independent chartered financial
analyst will determine the valuation. Valuations determined in
the above manner shall be binding on the Partners for all
purposes, including determination of Carried Interest
distributions to the General Partner and Special Limited Partner.

If, after the Fund has made its final liquidating distribution, the
General Partner and Special Limited Partner have received
aggregate distributions with respect to their Carried Interest in
excess of 20% of the Fund’s cumulative net profits, the General
Partner and Special Limited Partner will return to the Fund the
amount of that excess, net of tax distributions made to the
General Partner and Special Limited Partner that are attributable
to their Carried Interest (calculated in accordance with the
Fund’s Partnership Agreement).

The Fund may provide interim financing (“Bridge Financing”)
in order to facilitate a portfolio investment. A Bridge Financing
recouped within one year following the date of the closing of
such financing may be retained by the Fund for reinvestment or
used to pay Fund expenses or it may be returned to the Partners
and added to unfunded Commitments that will be subject to
recall by the Fund. During such one-year period, a Bridge
Financing will be treated as a short-term investment and will
not be subject to the carried interest provisions outlined in
“Distributions” above.

A Bridge Financing not recouped within one year will be
treated as a permanent investment in the portfolio company.
Hence, after such one-year period, interest earned will not be
treated as short-term interest income, and the Bridge Financing
will be subject to the carried interest provisions outlined in
“Distributions” above.

A management fee for management and administrative services
(the “Management Fee”) will be payable by the Fund,
quarterly in advance, to the Manager and will commence as of
the Initial Closing. Until the first calendar year after the end of
the Investment Period, the Management Fee will equal 2.5% per
annum of the Fund’s aggregate Commitments. Thereafter, the
Management Fee will be reduced by 10% per year, but in no
event shall be less than 1.5% of the Fund’s aggregate
Commitments.

Pursuant to the Manager’s sub-advisory agreement with
UTMDACC, the Manager will pay UTMDACC compensation
in respect of the due diligence and other services to be provided
by UTMDACC. In no event shall such services constitute
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Organizational and Offering
EXxpenses:

General Partner’s and
Manager’s Expenses:

Fund Expenses:

management and/or administrative services. Such compensation
generally shall be in an amount up to 20% of the annual
Management Fee as set forth in the attached Schedule A.

All transaction fees and break-up fees paid to the General
Partner or Manager in any fiscal year by the Fund’s portfolio
companies will be used to reduce the Management Fee arising
in the following fiscal year. All other remuneration paid to the
General Partner or Manager by the Fund’s portfolio companies,
including director’s fees, consulting fees, advisory fees or other
similar remuneration, will not be offset against the Management
Fee. In addition, any reimbursement of the Manager or its
respective employees or affiliates for out-of-pocket expenses
incurred on behalf of a portfolio company or for compensation
for services as an employee or officer of a portfolio company
will not be offset against the Management Fee.

The Management Fee will commence as of the Initial Closing
Date based on total Commitments, regardless of when a Limited
Partner is actually admitted.

The Fund will bear all reasonable organizational expenses of the
Fund, the General Partner and the Manager, and all reasonable
expenses (including fees and expenses of placement agents)
incurred in connection with the offering of the Interests.

Each of the General Partner and Manager will be responsible
for its normal operating expenses, including salaries and
employee benefits, office expenses, office and equipment rental
and bookkeeping.

In addition to the Management Fee, to the extent the following
fees, costs and expenses are not paid by portfolio companies or
others, the Fund will pay and be responsible for all of its other
expenses, including but not limited to: all fees, costs and
expenses of and incidental to the holding, developing,
negotiating, structuring, making and disposing of portfolio
investments (whether or not consummated); the cost of the
preparation of the annual audit, financial and tax reports to
Partners, and other reports to and communications with
Partners; fees and expenses of tax advisers, attorneys,
accountants, auditors and consultants; all routine administrative
expenses; litigation-related expenses; costs and expenses
associated with meetings of the Limited Partners and of the
Advisory Committee and Scientific Advisory Board of the
Fund; all other legal fees, costs and expenses incident to the
Fund, its formation, its management and activities; interest and
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Advisory Committee:

Scientific Advisory Board:

Indemnification:

other expenses relating to any Fund indebtedness; insurance
premiums; fees incurred by the Fund for special advisory or
consulting services; brokerage commissions, custodial
expenses, securities filing fees and other investment costs; any
taxes, fees or other governmental charges levied against the
Fund; expenses of liquidating the Fund, including without
limitation any legal, accounting, advisory, financing and
consulting costs and expenses in connection therewith and all
extraordinary fees, costs and expenses (all of the foregoing,
“Fund Expenses”).

The Fund will have an Advisory Committee consisting of at
least three persons chosen by the General Partner from Limited
Partners or persons associated with the Limited Partners,
including one person from or associated with UTMDACC (the
“Advisory Committee”). The Advisory Committee will
provide such advice and counsel as is requested by the General
Partner in connection with potential conflicts of interest,
portfolio valuation and other Fund matters. The Fund will
reimburse each Advisory Committee member for reasonable
out-of-pocket expenses.

The General Partner, with the assistance of UTMDACC, will
form a Scientific Advisory Board of leading professionals from
UTMDACC and other leading institutions to advise the Fund on
matters relating to investment strategy, deal sourcing, due
diligence and validation and related matters.

The Fund will indemnify and hold harmless the General
Partner, the Manager, the Special Limited Partner and any of
their affiliates, shareholders, partners, officers, directors,
employees, or agents, and any members of the Investment
Committee (“Indemnitees”) for any and all claims, liabilities,
losses, damages, costs and expenses incurred by such
Indemnitee or to which such Indemnitee may be subject by
reason of its activities on behalf of the Fund or in furtherance of
the interest of the Fund or otherwise arising out of or in
connection with the Fund and its portfolio companies and as
otherwise provided for in the Partnership Agreement (including
activities of any Indemnitees that relate to the offer or sale of
Interests in the Fund in reliance on any representations or
warranties made by any Limited Partner), except that this
indemnity shall not apply to losses that are found by a court of
competent jurisdiction or an arbitrator or arbitration panel to
have resulted from such Indemnitee’s own fraud, wilful
misconduct, gross negligence or wilful and material breach of
the Partnership Agreement. Limited Partners will be obligated
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Transferability of Interests;
Withdrawal:

Investment Guidelines:

Co-Investment
Opportunities:

to return amounts distributed to them to fund indemnity
obligations (without regard to their Commitments), subject to
certain limitations described in the Partnership Agreement.
Members of the Advisory Committee will also be entitled to
indemnification from the Fund as provided in the Partnership
Agreement.

The Indemnitees also have the benefit of exculpation provisions
similar to the foregoing as set forth in the Partnership
Agreement. The Fund may agree to indemnify and exculpate
certain finders and advisers engaged in connection with the
placement of interests in the Fund to the maximum extent
permitted by law.

A Limited Partner may not sell, assign or transfer its Interest
except under certain limited circumstances and with the prior
written consent of the General Partner. Withdrawals of capital
are not permitted except under certain limited circumstances to
comply with certain laws or regulations applicable to a Limited
Partner.

The General Partner will not, without the prior approval of the
Advisory Committee, (a) invest more than 20% of the Fund’s
total Commitments in the securities of any single issuer,
(b) make open-market purchases of publicly-traded securities at
a cost in excess of 10% of the Fund’s total Commitments,
(c) invest in any pooled investment vehicle requiring the
payment of additional management fees or carried interest, or
(d) invest initially in a portfolio company of any other
investment vehicle managed by affiliates of the General Partner.

The Fund may borrow money only on a short-term basis
pending drawdowns of Commitments, not to exceed at any time
10% of the Fund’s total committed capital.

In the event that, after the General Partner determines the
amount that the Fund should invest in a portfolio investment,
and after taking into account any joint investment relationships,
deal sourcing and strategic reasons to allocate any opportunity
to invest additional amounts in such portfolio investment to
third parties, there is still an opportunity to invest additional
sums in such portfolio investment (any such additional amount
being a “Co-Investment Opportunity”), then the General
Partner shall offer a portion of such Co-Investment Opportunity
to any Limited Partners that, at the time of their admission to
the Fund, elected in writing with the General Partner to receive
such offers. Each such Limited Partner will be entitled (but not
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Defaults by Limited
Partners:

Other Activities:

obligated) to invest outside the Fund in such Co-Investment
Opportunities in an amount equal to the amount of such Co-
Investment Opportunity multiplied by a fraction, the numerator
of which is such Limited Partner’s Commitment and the
denominator of which is the aggregate Commitments of all
Partners. All or any part of any remaining Co-Investment
Opportunity may be offered by the General Partner in its sole
discretion to any other person or persons (including, without
limitation, any third parties, Limited Partners of the Fund, the
General Partner or any of the Principals or their affiliates). The
General Partner and its affiliates may establish an investment
vehicle in connection with the making of co-investments.

The Partnership Agreement will provide that any Limited
Partner which defaults with respect to any payment of its
Commitment when due shall be subject to various consequences
specified therein, including the imposition of an interest charge,
punitive dilution of its interest, set-off against or withholding of
distributions payable to such Partner, the sale of its Interest, a
loss of future participation in Fund profits and the cancellation
of its remaining Commitment. A defaulting Limited Partner
shall remain liable to the Fund, the General Partner and the
Manager for its share of Fund Expenses, including the
Management Fee, through the remaining life of the Fund. A
default by any one Partner will not relieve any other Partner
from its obligations to fund a capital call. The General Partner
may require each non-defaulting Limited Partner to make an
additional capital contribution in respect of such portfolio
investment equal to its pro rata share of the defaulted capital
contribution; provided that no Limited Partner will be required
to fund amounts in excess of its unfunded Commitment. Any
additional capital contributions made by a non-defaulting
Limited Partner will reduce the unfunded Commitment of such
Limited Partner.

Without the consent of a majority in interest of the Limited
Partners, neither the General Partner nor any affiliate will
organize another investment fund with investment objectives
substantially similar to those of the Fund until the earliest of
(i) the date on which 75% of the Fund’s total Commitments
have been expended, invested or reserved for follow-on
investments in existing portfolio companies or reserved for
reasonably anticipated expenses of the Fund, (ii) the end of the
Investment Period, and (iii) the dissolution of the Fund.
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Reports:

Potential Parallel
Investment Vehicle:

Employee Benefit Plan
Regulations:

Tax-Exempt Investors:

Confidentiality:

The General Partner will use commercially reasonable efforts to
provide the Limited Partners, within 90 days of the conclusion
of each fiscal year, with (i) an annual audited report and
(if) annual tax information necessary for completion of their
income tax returns. The General Partner will use commercially
reasonable efforts to provide the Limited Partners, within 60
days of the conclusion of each of the first three fiscal quarters,
with unaudited quarterly financial statements. Limited Partners
will keep such reports and all other Fund information strictly
confidential.

The Fund is intended to comply with the Investment Company
Act of 1940 (the “Investment Company Act”) by virtue of
either Section 3(c)(l) or Section 3(c)(7) of the Investment
Company Act. The General Partner may organize separate
parallel partnerships to address any legal, tax or regulatory
concerns of particular investors. If such parallel partnerships
are established, such partnerships and the Fund will operate in
parallel, participate proportionately in all investment
opportunities and share proportionately in all investment
expenses.

The General Partner intends to conduct the operations of the
Fund so that it will be an appropriate investment for employee
benefit plans subject to the Employee Retirement Income
Security Act of 1974, as amended (“ERISA”). In particular, the
General Partner will use commercially reasonable efforts to
ensure that the Fund will not be deemed to hold the “plan
assets” of such employee benefit plans under the plan asset
regulations promulgated by the Department of Labor. The
fiduciary of each prospective plan investor must independently
determine that the Fund is an appropriate investment for such
plan, taking into account the fiduciary’s obligations under
ERISA and the facts and circumstances of each investing plan.

The Fund will use commercially reasonable efforts to avoid
causing any tax-exempt Limited Partner to realize “unrelated
business taxable income.”

The Limited Partners will be required to give an undertaking
that they shall not, and shall make reasonable efforts to ensure
that every person connected or associated with such Limited
Partner shall not, disclose to any person, firm or corporation, or
use to the detriment of the Fund, the General Partner or the
Manager, any confidential information which may have come to
its knowledge as a result of being a Limited Partner in the Fund
and concerning the affairs of the Fund, the General Partner, the
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Amendments; Entire
Agreement:

Legal Counsel:
Execution:

Manager, the Special Limited Partner, any of the Limited
Partners or concerning any actual or proposed investment by the
Fund, unless required to do so by law or by the regulations of
any relevant stock exchange or other regulatory authority which
has jurisdiction over it.

The Partnership Agreement may be amended from time to time
with the written consent of the General Partner and a majority in
interest of the Limited Partners, except that no amendment may
increase any Limited Partner’s Commitment, reduce its share of
the Fund’s distributions, income or gains or increase such
Limited Partner’s share of losses or change the amendment
provisions in a manner adverse to such Limited Partner, without
the consent of such Limited Partner nor may any amendment
change the percentage of interests of Limited Partners required
for any consent without the approval of the percentage of such
interests that would be required for the consent in question.
Notwithstanding the foregoing, the General Partner may amend
the Partnership Agreement without the consent of the Limited
Partners in connection with a subsequent closing so long as the
amendment does not adversely affect the rights and obligations
of any existing Limited Partner as a whole in any material
respect and the amendment is not objected to by Limited
Partners representing 20% or more of the Fund’s Commitments.

The Fund or the General Partner, without any further act,
approval or vote of any Partner, may enter into side letters or
other writings with individual Limited Partners which have the
effect of establishing rights under, or altering or supplementing,
the terms of the Partnership Agreement in regards to such
Limited Partner, and only such Limited Partner. Any rights
established, or any terms of the Partnership Agreement altered
or supplemented, in a side letter with a Limited Partner shall
govern solely with respect to such Limited Partner and only
such Limited Partner (but not any of such Limited Partner’s
assignees or transferees unless so specified in such side letter)
notwithstanding any other provision of the Partnership
Agreement.

Fulbright & Jaworski L.L.P. will act as counsel to the Fund.

Execution of this document as provided below represents the
intent but no obligations of the parties.
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The Madelin Fund, L.P. By and Through

Date

Leon Leach Date
Executive Vice President
The University of Texas M. D. Anderson Cancer Center
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SCHEDULE A

Percentage of Management
Fee Payable to M.D.
Anderson Services Corp. Size of Fund
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1. U. T. System: Consideration of possible designation of projects as
architecturally or historically significant

. T. Austin Chilling Station Replacement

. T. Austin Computer Sciences Building

. T. Austin Renovation of John W. Hargis Hall with Visitor Center

. T. Austin Student Activity Center

. T. Dallas Campus Landscape Enhancement Project

. T. El Paso Basketball Complex

e o 0o o o o
ccCcccc

RECOMMENDATION

It is recommended that the Committee review the following projects scheduled for
architectural selection to determine if any should be designated as architecturally or
historically significant. Regents' Rules and Regulations, Series 80302, requires that
proposed projects be reviewed to determine if any are of special interest because
of proposed building site, historical or cultural significance, proposed use, or other
unique characteristics. For projects of special interest, the Facilities Planning and
Construction Committee will select the architect.

U. T. Austin

Chilling Station Replacement (See Page 149 and Item 14 on Page 110 in the Academic
Affairs Committee)

Proposed Project Cost: $35,000,000

Anticipated Delivery Method: Construction Manager at Risk

Computer Sciences Building (See Page 150 and Item 11 on Page 106 in the Academic
Affairs Committee)

Proposed Project Cost: $67,000,000

Anticipated Delivery Method: Construction Manager at Risk

Renovation of John W. Hargis Hall with Visitor Center (See Page 151 and Item 12 on
Page 107 in the Academic Affairs Committee)

Proposed Project Cost: $3,500,000

Anticipated Delivery Method: Construction Manager at Risk

Student Activity Center (See Page 152 and Item 13 on Page 109 in the Academic
Affairs Committee)

Proposed Project Cost: $44,000,000

Anticipated Delivery Method: Construction Manager at Risk

U. T. Dallas

Campus Landscape Enhancement (See Page 153 and Item 15 on Page 111 in the
Academic Affairs Committee)

Proposed Project Cost: $10,000,000

Anticipated Delivery Method: Competitive Sealed Proposals
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U. T. El Paso

Basketball Complex (See Page 154 and Item 16 on Page 112 in the Academic Affairs
Committee, and ltems 1 and 2 on Page Docket - 18)

Proposed Project Cost: $10,600,000

Anticipated Delivery Method: Construction Manager at Risk
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Chilling Station Replacement
U. T. Austin

Project Description. The new modern and energy efficient Chilling Station
Replacement is being requested for addition to the FY 2006-2011 Capital Improvement
Program at a total project cost of $35,000,000 (See Item 14 on Page 110). This project
will construct a new building of approximately 27,000 gross square feet to replace
Chilling Station No. 2 containing equipment around 50 years old. The project will also
involve building a new cooling tower, within the power plant complex, to serve the
chillers. Chilling Station No. 2 and related cooling tower will be demolished after this
new Chilling Station Replacement is completed. Demolition of the existing Chilling
Station No. 2 will accommodate the new building for Computer Sciences. The cost to
demolish Chilling Station No. 2 is included in the Computer Sciences Building project.

Proposed Site. The project will occupy a site adjacent to the Hal C. Weaver Power
Plant Annex currently occupied in part by an addition on the east end of T. U. Taylor
Hall, containing two antiquated auditorium classrooms. The new cooling tower
supporting the new chilling station will replace an existing wooden cooling tower, around
30 years old, in the power plant yard between the Power Plant Annex building and PPL
(Hal C. Weaver Power Plant), both part of the power plant complex.

Age. The proposed new building is a new facility that will replace Chilling Station No. 2,
built in 1930.

Current/Past Use of the Building, and Compliance with the Campus Master Plan.
Design guidelines in the Campus Master Plan will dictate the appearance of the new
building, plus its connection to the adjacent existing Power Plant. The current use of
Chilling Station No. 2 is to provide chilled water to cool the campus. The current system
provides 7,500 tons of cooling and the new system will provide 10,000 tons of cooling,
plus equipment intended to improve the power plant efficiency. The additional capacity
is needed to support campus growth and cooling needs. Demolition of the existing
building structure will allow the construction of a new building to support the Department
of Computer Sciences.

Other Relevant Information. The proposed site lies south of the Power Plant Annex,
just to the east of T. U. Taylor Hall.

Office of Facilities Planning and Construction
May 2006
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Computer Sciences Building
U. T. Austin

Project Description. The Computer Sciences Building is being requested for addition
to the FY 2006-2011 Capital Improvement Program at a total project cost of
$67,000,000 (See Item 11 on Page 106). This project will construct a new building of
approximately 138,500 gross square feet.

Proposed Site. A site adjacent to existing buildings housing the Department of
Computer Sciences space and currently occupied by Chilling Station No. 2 will
become available when the existing chilling station is replaced in a separate project by
a modern, energy-efficient chilling station adjacent to the existing Power Plant Annex.
The new Computer Sciences Building will connect to T. U. Taylor Hall and the Applied
Computational Engineering and Sciences Building.

Age. The proposed new building is a new facility.

Current/Past Use of the Building, and Compliance with the Campus Master Plan.
Design guidelines in the Campus Master Plan will dictate the appearance and height of
the new building plus its connection to the adjacent existing buildings. The current use
of T. U. Taylor Hall is academic space to support the Department of Computer
Sciences.

Other Relevant Information. The proposed site lies just north of the E. P. Schoch
Building and the East Mall.

Office of Facilities Planning and Construction
May 2006
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Renovation of John W. Hargis Hall with Visitor Center
U. T. Austin

Project Description. The Renovation of John W. Hargis Hall with Visitor Center is
being requested for addition to the FY 2006-2011 Capital Improvement Program at a
Total Project Cost of $3,500,000 (See Item 12 on Page 107). This project will renovate
John W. Hargis Hall to upgrade the building for life safety and accessibility compliance
while also adding a visitor center and making improvements to space that houses
Freshman Admissions.

Proposed Site. John W. Hargis Hall is located just north of the Frank C. Erwin Special
Events Center, at the corner of Martin Luther King, Jr. Boulevard and Red River Street.

Age. John W. Hargis Hall was built in 1888.

Current/Past Use of the Building, and Compliance with the Campus Master Plan.
The proposed project does not envision making any substantial change to the exterior
appearance of the building.

Other Relevant Information. Formerly Building H of the Little Campus property (now

the Heman Sweatt Campus); renamed in 1983 for former special assistant to the
president of the University.

Office of Facilities Planning and Construction
May 2006
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Student Activity Center
U. T. Austin

Project Description: The Student Activity Center is being requested for addition to

the FY 2006-2011 Capital Improvement Program at a Total Project Cost of $44,000,000
(See Item 13 on Page 109). This project will construct a new building of approximately
125,000 gross square feet.

Proposed Site: The Student Activity Center will be constructed on an existing

parking lot, located on the East Mall near the Dr. Martin Luther King, Jr., statue, Gregory
Gymnasium, and the new Gregory Gymnasium Aquatic Complex. This location will
place the new facility in the geographic center of the core campus. The Campus Master
Plan recognized the value of this central location and recommended the parking lot
north of Gregory Gymnasium as a prime site for a future building.

Age: The proposed building is a new facility.

Current/Past Use of the Building, and Compliance with the Campus Master Plan:
The Campus Master Plan recognized the value of this central location and
recommended the parking lot north of Gregory Gymnasium as a prime site for a
future building. Recommendations in the Campus Master Plan will guide the
appearance and height of the new building.

Other Relevant Information: A thorough Feasibility Study looked at several possible

sites and revealed the proposed site as the prime location for the Student Activity
Center.

Office of Facilities Planning and Construction
May 2006
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Campus Landscape Enhancement Project
U. T. Dallas

Project Description. The Campus Landscape Enhancement Project will be in the

FY 2006-2011 Capital Improvement Program at a Total Project Cost of $10,000,000

as a repair and rehabilitation project (See Item 15 on Page 111). This project will
enhance the campus perimeter along Campbell Road frontage, the University
Boulevard entrance, the campus central plaza surrounded by the McDermott Library,
the Student Union, the Founders Building and the Cecil H. and Ida Green Center for the
Study of Science and Society, and the secondary project elements such as the north
mall and Rutford Avenue. This project will also provide recommendations regarding
parking, vehicular traffic, and placement of future buildings and housing.

Proposed Site. This project involves the entire U. T. Dallas campus.

Age. Not Applicable.

Current/Past Use of the Project, Compliance with the Campus Master Plan. This
project is in keeping with the U. T. Dallas Campus Master Plan 2003 update which calls
for enhancing the open space and landscaping and developing visibility to the
community on all sides.

Other Relevant Information. U. T. Dallas is using the competitive sealed proposal for

project delivery and is issuing Requests for Qualifications for the Landscape Architect
selection.

Office of Facilities Planning and Construction
May 2006
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Basketball Complex
U. T. El Paso

Project Description: The Basketball Complex is being requested for addition to the
FY 2006-2011 Capital Improvement Program at a Total Project Cost of $10,600,000
(See Item 16 on Page 112). This project will construct a new building of approximately
41,000 gross square feet.

Proposed Site: The Basketball Complex will be constructed adjacent to the Don
Haskins Special Events Center. This location currently has a small building of
2,006 gross square feet which houses the University Ticket Center. This small
building was previously a gas station and was acquired by the University in 1977.
This small building is not historically significant.

Age: The proposed building is a new facility.

Current/Past Use of the Building, and Compliance with the Campus Master Plan:
The Campus Master Plan indicates that development of this site should be in support of
activities related to the Don Haskins Special Events Center. This project is therefore in
compliance with the Master Plan.

Other Relevant Information: None.

Office of Facilities Planning and Construction
May 2006
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2. U. T. Arlington: Student Activities Building Renovation and Expansion -
Phase | - Amendment of the FY 2006-2011 Capital Improvement Program
and the FY 2006-2007 Capital Budget to increase total project cost;
approval of design development; approval of evaluation of alternative
energy economic feasibility; appropriation of funds and authorization of
expenditure; and resolution regarding parity debt

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Spaniolo that the U. T.
System Board of Regents approve the recommendations for the Student Activities
Building Renovation and Expansion - Phase | project at The University of Texas at
Arlington as follows:

Project Number: 301-226

Architecturally or Historically

Significant: Yes |:| No |E

Project Delivery Method: Construction Manager at Risk

Substantial Completion Date: January 2008

Total Project Cost: Source Current Proposed
Revenue Financing System Bond Proceeds $16,370,005 $30,000,000

a. increase total project cost;

b. approve design development plans;

C. approval of evaluation of alternative energy economic feasibility;

d. appropriate funds and authorize expenditure of funds; and

e. 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 project's cost, including any
costs 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; and
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. U. T. Arlington, which is a "Member" as such term is used in the
Master Resolution, possesses the financial capacity to satisfy its
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 $13,629,995.

BACKGROUND INFORMATION

Debt Service

The total $30,000,000 in Revenue Financing System debt will be repaid from net
revenues generated from campus recreation fees. Average annual debt service on the
project is estimated at $2.1 million. The institution's debt service coverage with the
inclusion of this project is expected to be at least 2.5 times and average 2.8 times over
FY 2006 - FY 2011.

Previous Board Action

On August 11, 2005, the repair and rehabilitation project was included in the CIP with
a preliminary project cost of $16,370,005 with funding appropriated from Revenue
Financing System Bond Proceeds.

Project Description

This project will add 83,000 gross square feet of new space to the existing Activities
Building and renovate 102,000 gross square feet of existing space. The project scope
will renovate the entrances, existing locker rooms, existing basketball courts, and
auditorium. The project scope will add 19,000 gross square feet for a weight and
fithess space, a 1/7 mile fitness track, two courts to the existing two basketball courts,
a student social area, a learning computer area, and training and office spaces to
accommodate the needs of the Campus Recreation programs.

Texas Government Code Section 2166.403 requires the governing body of a State
agency to verify in an open meeting the economic feasibility of incorporating alternative
energy devices into a new State building. Therefore, the Project Architect prepared

an evaluation for this project in accordance with the Energy Conservation Design
Standards for New State Buildings. This evaluation determined that alternative energy
devices such as solar, wind, biomass, or photovoltaic energy are not economically
feasible for the project.

The economic impact of the project will be reported to the U. T. System Board of
Regents as part of the design development presentation.
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3. U. T. Austin: Performing Arts Center Infrastructure Upgrades Phase |
and |l - Request for approval of design development and approval of
evaluation of alternative energy economic feasibility

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Powers that the U. T.
System Board of Regents approve the recommendations for the Performing Arts Center
Infrastructure Upgrades Phase | and Il project at The University of Texas at Austin as
follows:

Project Number: 102-159
Architecturally or Historically

Significant: ves [ ] No [X
Project Delivery Method: Design/Build

Substantial Completion Date: September 2008

Total Project Cost: Source Current
Revenue Financing System Bond Proceeds $14,200,000
Unexpended Plant Funds $ 500,000
$14,700,000
a. approve design development plans for the exterior appearance of the

south elevation of the building resulting from the entry lobby/atrium
expansion; and

b. approve the evaluation of alternative energy economic feasibility.

BACKGROUND INFORMATION

Previous Board Actions

On November 13, 2002, the Phase | project was included in the Capital Improvement
Program (CIP) with a preliminary project cost of $400,000 for Programming only with
funding from Designated Tuition. Boora Architects was selected for the repair and
renovation project for fire and life safety upgrades to the facility. On August 8, 2003, the
Phase Il project was included in the CIP with a preliminary project cost of $7,600,000
with funding from Revenue Financing System Bond Proceeds. With the adoption of the
CIP on August 11, 2005, Phase | and Phase Il of the project were combined in the CIP
and the total project cost increased to $14,700,000 to include additional renovation
work and program enhancement work as described in the program document as
opportunities for enhanced egress, accessibility, and performing art center support
spaces. The total project cost is funded with $14,200,000 from Revenue Financing
System Bond Proceeds and $500,000 from Unexpended Plant Funds. Under the
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proposal, the lobby/atrium was expanded and, as a result, the south facade was
changed and enhanced. Because of the proposed change to the exterior appearance,
this project is back before the Board of Regents for review and approval.

Project Description

The project is a repair and rehabilitation project consisting of fire and life safety
upgrades for the exit path, the fire protection, the mechanical system, and exposed
finishes.

Renovation work will include changes to the exterior appearance of the south elevation
of the building lobby/atrium at all levels.

Texas Government Code Section 2166.403 requires the governing body of a State
agency to verify in an open meeting the economic feasibility of incorporating alternative
energy devices into a new State building or an addition to an existing building.
Therefore, the Project Architect prepared a renewable energy evaluation for this project
in accordance with the Energy Conservation Design Standards for New State Buildings.
This evaluation determined that alternative energy devices such as solar, wind,
biomass, or photovoltaic energy are not economically feasible for the project.

The economic impact of the project will be reported to the U. T. System Board of
Regents as part of the design development presentation.

4, U. T. Austin: Renovations to UFCU Disch-Falk Field - Amendment of the
FY 2006-2011 Capital Improvement Program and the FY 2006-2007 Capital
Budget to increase total project cost; approval of design development;
approval of evaluation of alternative energy economic feasibility;
appropriation of funds and authorization of expenditure; and resolution
regarding parity debt

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Powers that the U. T.
System Board of Regents approve the recommendations for the Renovations to
UFCU Disch-Falk Field project at The University of Texas at Austin as follows:

Project Number: 102-225

Architecturally or Historically

Significant: Yes |:| No |E

Project Delivery Method: Construction Manager at Risk

Substantial Completion Date: February 2008
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Total Project Cost: Source Current Proposed
Revenue Financing System Bond Proceeds $11,000,000 $14,000,000
Gifts $ 7,000,000 $ 7,000,000
$18,000,000 $21,000,000

a. increase total project cost;

b. approve design development plans;

C. approval of evaluation of alternative energy economic feasibility;

d. appropriate funds and authorize expenditure of funds; and

e. 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 project's cost, including any
costs 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; and

. U. T. Austin, which is a "Member" as such term is used in the
Master Resolution, possesses the financial capacity to satisfy its
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 $3,000,000.

BACKGROUND INFORMATION

Debt Service

The $14,000,000 in total Revenue Financing System debt will be repaid from net
revenues generated from ticket sales. Average annual debt service on the project

is estimated at $1.2 million. The institution's debt service coverage with the inclusion
of this project is expected to be at least 1.02 times and average 1.08 times over

FY 2008 - FY 2010.

Previous Board Actions

On August 11, 2005, the project was included in the CIP with a preliminary project cost
of $18,000,000 with funding of $11,000,000 from Revenue Financing System Bond
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Proceeds and $7,000,000 from Gifts. On October 12, 2005, the Board approved the
name change from Disch-Falk Field to the UFCU Disch-Falk Field.

Project Description

This project includes abatement of existing asbestos-containing materials and lead-
based paint; renovations and expansion to the seating areas, the press box, player
development areas, and public concourses and plazas; renovations and upgrades to
concessions and restrooms; renovations to the ticket office; replacement of the field
lighting system; a new facade; upgrades to the sound system; a new spectator club
area; and new spectator suites. The proposed increase in the total project cost will
provide additional improvements to player development areas, accessibility, and fire
and life safety elements.

Texas Government Code Section 2166.403 requires the governing body of a State
agency to verify in an open meeting the economic feasibility of incorporating
alternative energy devices into a new State building. Therefore, the Project Architect
prepared an evaluation for this project in accordance with the Energy Conservation
Design Standards for New State Buildings. This evaluation determined that alternative
energy devices such as solar, wind, biomass, or photovoltaic energy are not
economically feasible for the project.

The economic impact of the project will be reported to the U. T. System Board of
Regents as part of the design development presentation.

5. U. T. Health Science Center - San Antonio: Cyclotron Addition - Request
for approval of design development; approval of evaluation of alternative
energy economic feasibility; and appropriation of funds and authorization
of expenditure

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Health Affairs, the
Executive Vice Chancellor for Business Affairs, and President Cigarroa that the U. T.
System Board of Regents approve the recommendations for the Cyclotron Addition
project at The University of Texas Health Science Center at San Antonio as follows:

Architecturally or Historically
Significant: Yes |:| No |E

Project Delivery Method: Construction Manager at Risk

Substantial Completion Date: January 2007
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Total Project Cost: Source Current

Gifts $1,600,000
Library, Equipment, Repair and Rehabilitation $ 500,000
Unexpended Plant Funds $ 900,000
$3,000,000
a. approve design development plans;
b. approve the evaluation of alternative energy economic feasibility; and
C. appropriate funds and authorize expenditure of funds.

BACKGROUND INFORMATION

Previous Board Action

On November 10, 2005, the project was included in the Capital Improvement
Program (CIP) with a preliminary project cost of $3,000,000 with funding of
$1,600,000 from Gifts, $900,000 from Unexpended Plant Funds, and $500,000
from Library, Equipment, Repair and Rehabilitation (LERR).

Project Description

This project will add approximately 3,000 gross square feet to the Robert F.
McDermott Clinical Science Building. Recently, Dr. Peter Fox, Director of the
Research Imaging Center (RIC), was successful in recruiting a renowned scientist
who requires a state-of-the-art dual beam, negative ion cyclotron. The RIC is used
to study basic mechanisms of cognition, learning, development, and aging in

animal models for human diseases. One of the RIC's most heavily used resources is
the cyclotron. The cyclotron is now a 13 year old single-beam system producing
radiotracers that are used for imaging. The purchase of a new cyclotron and
associated radio-synthetic equipment will approximately triple the production capacity
of the present cyclotron and support radiopharmaceutical research.

Texas Government Code Section 2166.403 requires the governing body of a State
agency to verify in an open meeting the economic feasibility of incorporating alternative
energy devices into a new State building. Therefore, the Project Architect prepared

an evaluation for this project in accordance with the Energy Conservation Design
Standards for New State Buildings. This evaluation determined that alternative energy
devices such as solar, wind, biomass, or photovoltaic energy are not economically
feasible for the project.

The economic impact of the project will be reported to the U. T. System Board of
Regents as part of the design development presentation.
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6. U. T. Health Science Center - Houston: Expansion of RAHC Public
Health Satellite - Amendment of the FY 2006-2011 Capital Improvement
Program and the FY 2006-2007 Capital Budget to decrease total project
cost; approval of design development plans; approval of evaluation of
alternative energy economic feasibility; approval to revise funding
sources; appropriation of funds and authorization of expenditure; and
authorization of institutional management

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Health Affairs, the
Executive Vice Chancellor for Business Affairs, and President Willerson that the U. T.
System Board of Regents approve the recommendations for the Expansion of RAHC
(Regional Academic Health Center) Public Health Satellite project at The University of
Texas Health Science Center at Houston as follows:

Project Number: 701-250
Institutionally Managed: ves X No [ ]
Architecturally or Historically

Significant: Yes |:| No |E
Project Delivery Method: Design/Build

Substantial Completion Date: February 2007

Total Project Cost: Source Current Proposed
Grants $3,000,000
Unexpended Plant Funds $1,000,000
$4,000,000

Library, Equipment, Repair and Rehabilitation $3,000,000

a. decrease total project cost;

b. approve design development plans;

C. approve the evaluation of alternative energy economic feasibility;

d. revise funding sources;

e. appropriate funds and authorize expenditure of funds; and

f. authorize U. T. Health Science Center - Houston to manage the total

project budgets, appoint architects, approve facility programs, prepare
final plans, and award contracts.
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BACKGROUND INFORMATION

Previous Board Action

On August 7, 2003, the project was included in the Capital Improvement Program (CIP)
with a preliminary project cost of $4,000,000 with funding of $3,000,000 from Grants
and $1,000,000 from Unexpended Plant Funds.

Project Description

U. T. Health Science Center - Houston is requesting institutional management for the
project. The scope of the project will be revised and the funding sources will be
revised from $3,000,000 from Grants and $1,000,000 from Unexpended Plant Funds
to $3,000,000 from Library, Equipment, Repair and Rehabilitation (LERR). The project
completes approximately 7,600 gross square feet of shell space already existing in the
building and creates 4,500 gross square feet of new space in the corner area adjoining
the two wings of the existing building. This addition will be used for BSL-3 laboratory
space on the second floor, and community outreach and population-based research on
the first floor.

Texas Government Code Section 2166.403 requires the governing body of a State
agency to verify in an open meeting the economic feasibility of incorporating alternative
energy devices into a new State building. Therefore, the Project Architect prepared

an evaluation for this project in accordance with the Energy Conservation Design
Standards for New State Buildings. This evaluation determined that alternative energy
devices such as solar, wind, biomass, or photovoltaic energy are not economically
feasible for the project.

The economic impact of the project will be reported to the U. T. System Board of
Regents as part of the design development presentation.

U. T. Health Science Center - Houston Facilities Management personnel have the
experience and capability to manage all aspects of the work.

7. U.T. M. D. Anderson Cancer Center: Braeswood Parking Garage -
Amendment of the FY 2006-2011 Capital Improvement Program and the
FY 2006-2007 Capital Budget to increase total project cost; approval of
design development; approval of evaluation of alternative enerqy
economic feasibility; appropriation of funds and authorization of
expenditure; and resolution regarding parity debt

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Health Affairs, the
Executive Vice Chancellor for Business Affairs, and President Mendelsohn that the
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U. T. System Board of Regents approve the recommendations for the Braeswood
Parking Garage project at The University of Texas M. D. Anderson Cancer Center

as follows:

Project Number: 703-252
Institutionally Managed: ves X No [ ]
Architecturally or Historically

Significant: Yes |:| No |E
Project Delivery Method: Design/Build

Substantial Completion Date: August 2007

Total Project Cost: Source Current Proposed
Revenue Financing System Bond Proceeds $20,000,000 $35,000,000
Hospital Revenues $ 6,000,000 $ 8,500,000
$26,000,000 $43,500,000

a. increase total project cost;

b. approve design development plans;

C. approval of evaluation of alternative energy economic feasibility;

d. appropriate funds and authorize expenditure of funds; and

e. 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 project's cost, including any
costs 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; and

U. T. M. D. Anderson Cancer Center, which is a "Member" as
such term is used in the Master Resolution, possesses the
financial capacity to satisfy its 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 $35,000,000.
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BACKGROUND INFORMATION

Debt Service

The $35,000,000 in Revenue Financing System debt will be repaid from net revenues
generated from parking fees. Average annual debt service on the project is estimated
at $3.2 million. Assuming U. T. M. D. Anderson Cancer Center owns the whole project,
debt service coverage on the project is expected to be at least 0.64 times and average
1.96 times over FY 2009 - FY 2038.

Previous Board Action

On August 7, 2003, the project was included in the CIP with a preliminary project cost
of $26,000,000 with funding of $20,000,000 from Revenue Financing System Bond
Proceeds and $6,000,000 from Hospital Revenues.

Project Description

Pursuant to a Memorandum of Understanding effective August 26, 2004, U. T.

M. D. Anderson Cancer Center has delegated authority for institutional management of
construction projects under the continued oversight of the Office of Facilities Planning
and Construction. The institutionally managed projects are subject to review by the
Board of Regents for design development.

The Braeswood Parking Garage will be used to accommodate parking needs for the
Faculty Center Tower, Jesse H. Jones Rotary House International, and future valet
requirements. Existing parking facilities and current prioritization leave a main campus
shortfall of parking spaces. U. T. M. D. Anderson Cancer Center requires significantly
more parking spaces to correct the shortfall and support upcoming facilities such as
the Faculty Center Tower. The Braeswood Parking Garage will be designed to
accommodate up to 2,400 vehicles. In addition to the design and construction of the
parking garage, the revised total project cost includes design services only for a future
pedestrian bridge connecting the parking garage to the main campus facilities.

Texas Government Code Section 2166.403 requires the governing body of a State
agency to verify in an open meeting the economic feasibility of incorporating alternative
energy devices into a new State building. Therefore, the Project Architect prepared an
evaluation for this project in accordance with the Energy Conservation Design
Standards for New State Buildings. This evaluation determined that alternative energy
devices such as solar, wind, biomass, or photovoltaic energy are not economically
feasible for the project.

The economic impact of the project will be reported to the U. T. System Board of
Regents as part of the design development presentation.
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8. U. T. Arlington: Energy Performance Contract - Amendment of the
FY 2006-2011 Capital Improvement Program and the FY 2006-2007
Capital Budget to increase total project cost; appropriation of funds
and authorization of expenditure; and resolution regarding parity debt

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Spaniolo that the U. T.
System Board of Regents approve the recommendations for the Energy Performance
Contract project at U. T. Arlington as follows:

Project Number: 301-228
Institutionally Managed: ves X No []
Architecturally or Historically

Significant: ves [ ] No [X
Project Delivery Method: Performance Contract

Substantial Completion Date: August 2007

Total Project Cost: Source Current Proposed
Revenue Financing System Bond Proceeds $15,000,000 $18,000,000

a. increase the total project cost;

b. appropriate additional funding of $3,000,000 from Revenue Financing
System Bond Proceeds and authorize expenditure; and

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

o parity debt shall be issued to pay the project's cost, including any
costs 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; and

. U. T. Arlington, which is a "Member" as such term is used in the
Master Resolution, possesses the financial capacity to satisfy its
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 $3,000,000.
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BACKGROUND INFORMATION

Debt Service

The incremental $3,000,000 in Revenue Financing System debt will be repaid from
energy cost savings. The institution's debt service coverage is expected to average
2.98 times over FY 2006 - FY 2011.

Previous Board Action

On August 11, 2005, the repair and rehabilitation project was included in the CIP with
a preliminary project cost of $15,000,000 with funding appropriated from Revenue
Financing System Bond Proceeds.

Project Description

U. T. Arlington has been working closely with Siemens Buildings Technologies, Inc.

and Carter & Burgess, Inc. engineering firms to determine the most attractive energy
cost reduction measures to incorporate into the project. Buildings have been surveyed
for electrical, HVAC, water, passive, and renewable energy measures and annual dollar
savings have been reported. The study has resulted in the acceptance of 18 energy
cost reduction measures, thus the increase in the total project cost.

9. U. T. Austin: Applied Research Lab Expansion - Phase Il - Amendment of
the FY 2006-2011 Capital Improvement Program and the FY 2006-2007
Capital Budget to increase total project cost and appropriation of funds
and authorization of expenditure

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Powers that the U. T.
System Board of Regents approve the recommendations for the Applied Research Lab
Expansion - Phase Il project at The University of Texas at Austin as follows:

Project Number: 102-080
Architecturally or Historically

Significant: ves [ ] No [X
Project Delivery Method: Design/Build

Substantial Completion Date: April 2007

Total Project Cost: Source Current Proposed
Grants $3,000,000 $3,500,000
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a. increase the total project cost; and

b. appropriate additional funds and authorize expenditure of funds.

BACKGROUND INFORMATION

Previous Board Action

On August 8, 2001, the project was included in the Capital Improvement

Program (CIP) with a preliminary project cost of $2,500,000 with funding from
Grants. On February 9, 2006, the Board approved the design development plans,
increased the total project cost to $3,000,000, and funding was appropriated from
Grants.

Project Description

This project will provide increased research space for the Applied Research Lab by
adding approximately 17,000 gross square feet to the existing McKinney Wing at the

J. J. Pickle Research Campus with additional administrative offices and technical work
spaces. The increase in total project cost will allow for the project scope and increases
in costs and fees.

10. U. T. Austin: Nueces Garage - Amendment of the FY 2006-2011 Capital
Improvement Program and the FY 2006-2007 Capital Budget to reduce total
project cost and redesignate project as the San Antonio Garage Additional
Parking Levels

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Academic Affairs, the
Executive Vice Chancellor for Business Affairs, and President Powers that the U. T.
System Board of Regents approve the recommendations for the Nueces Garage project
at The University of Texas at Austin as follows:

Project Number: 102-246
Architecturally or Historically ves [ ] No [X]
Significant:

Project Delivery Method: Design/Build

Substantial Completion Date: February 2008

Total Project Cost: Source Current Proposed
Revenue Financing System Bond Proceeds $20,500,000 $8,500,000
a. reduce the total project cost; and
b. redesignate project as San Antonio Garage Additional Parking Levels.
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BACKGROUND INFORMATION

Previous Board Action

On August 7, 2003, the project was included in the CIP with a preliminary project cost
of $20,500,000 with funding from Revenue Financing System Bond Proceeds.

Project Description

A new parking garage on Nueces Street has been planned for years, but a joint effort
with a property owner never materialized and U. T. Austin has no vacant land west of
campus on which to build a new garage. The top of the existing San Antonio Garage
offers the best immediate solution to the shortage of parking to serve the west side of
campus. Two additional levels of parking will be constructed to add 400 new parking
spaces to the San Antonio Garage.

11. U.T. Southwestern Medical Center - Dallas: Laboratory Research and
Support Building (formerly Biosafety Level Three Laboratory) - Amendment
of the FY 2006-2011 Capital Improvement Program and the FY 2006-2007
Capital Budget to increase total project cost; appropriation of funds and
authorization of expenditure; and resolution regarding parity debt

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Health Affairs, the
Executive Vice Chancellor for Business Affairs, and President Wildenthal that the U. T.
System Board of Regents approve the recommendations for the Laboratory Research
and Support Building [formerly Biosafety Level Three (BSL-3) Laboratory] project at

U. T. Southwestern Medical Center - Dallas as follows:

Project Number: 303-203

Architecturally or Historically

Significant: Yes [] No X

Project Delivery Method: Construction Manager at Risk

Substantial Completion Date: December 2007

Total Project Cost: Source Current Proposed
Revenue Financing System Bond Proceeds $25,000,000 $36,600,000

a. increase the total project cost;

b. appropriate additional funding of $11,600,000 from Revenue Financing
System Bond Proceeds and authorize expenditure; and
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C. 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 project's cost, including any
costs 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; and

. U. T. Southwestern Medical Center - Dallas, which is a "Member"
as such term is used in the Master Resolution, possesses the
financial capacity to satisfy its 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 $11,600,000.

BACKGROUND INFORMATION

Debt Service

The $36,600,000 total debt service in Revenue Financing System debt will be repaid
from indirect cost recovery revenues. Annual debt service on the project is estimated at
$16.6 million. Debt service coverage on the project is expected to be at least 0.91 times
and average 1.35 times over the first 10 years of operation (FY 2006 - FY 2015).

Previous Board Actions

On August 7, 2003, the project was included in the CIP with a preliminary project
cost of $9,600,000 with funding of $7,200,000 from Grants and $2,400,000 from
Unexpended Plant Funds. On May 12, 2005, the Board approved the design
development plans and increased the total project cost to $25,000,000 with revised
funding appropriated from Revenue Financing System Bond Proceeds.

Project Description

The facility will be a four-story building containing approximately 76,111 gross square
feet. Two floors will serve as pathogen-free vivarium facilities for animal holding,
procedures, laboratories, cage washing and autoclave, and associated material
handling and storage. The increase in total project cost is to finish out the shell space
in the remaining two floors. The need to complete the space is based on recruitment
plans for department chairs and expansion of the vivarium.
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12. U. T. M. D. Anderson Cancer Center: Bastrop Research and Education
Building (Phase | of the Bastrop Facility Strategic Plan) - Amendment of
the FY 2006-2011 Capital Improvement Program and the FY 2006-2007
Capital Budget to increase total project cost; revise funding sources; and
appropriation of funds and authorization of expenditure

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Health Affairs, the
Executive Vice Chancellor for Business Affairs, and President Mendelsohn that the
U. T. System Board of Regents approve the recommendations for the Bastrop
Research and Education Building (Phase | of the Bastrop Facility Strategic Plan)
project at The University of Texas M. D. Anderson Cancer Center as follows:

Project Number: 703-195

Architecturally or Historically

Significant: ves [ ] No [X

Project Delivery Method: Construction Manager at Risk

Substantial Completion Date: January 2007

Total Project Cost: Source Current Proposed
Revenue Financing System Bond Proceeds $10,000,000
Hospital Revenues (Phase ) $ 7,000,000 $26,000,000
Grants (Phase I) $ 4,000,000 $ 4,000,000
$21,000,000 $30,000,000
a. increase total project cost;
b. revise funding sources; and

C. appropriate funds and authorize expenditure of $19,000,000 from Hospital
Revenues.

BACKGROUND INFORMATION

Previous Board Actions

On August 7, 2003, the project was included in the Capital Improvement Program (CIP)
with a preliminary project cost of $9,000,000 with funding from Hospital Revenues. With
the adoption of the FY 2006-2011 CIP on August 11, 2005, the project was included in
the CIP with a preliminary project cost of $21,000,000 with funding of $10,000,000 from
Revenue Financing System Bond Proceeds, $7,000,000 from Hospital Revenues, and
$4,000,000 from Grants. On November 10, 2005, the Board approved the Bastrop
Research and Education Building (BREB) (Phase I) design development plans and
appropriated $7,000,000 from Hospital Revenues and $4,000,000 from Grants.
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Project Description

The scope of the project has been increased to build out previous portions of the
building not relating to the core functions. U. T. M. D. Anderson Cancer Center is
requesting a revision to the funding sources for the second stage of the BREB at a
combined total project cost of $30,000,000, inclusive of both stages. The project
consists of a building of approximately 34,000 gross square feet to provide basic
research laboratories, education space, primate research laboratories, pathology
support, and various site and infrastructure upgrades. The building will be consistent
with the low rise/low profile theme of the Bastrop campus and will contain a combination
of laboratories and offices and conference and teaching spaces.

The recruitment of Christian Abee, D.V.M., to the Bastrop campus has created a need
to house his owl monkey and squirrel monkey colonies. Dr. Abee had already secured
a National Institutes of Health (NIH) grant at his previous position with the University

of South Alabama. This grant is currently being transferred to U. T. M. D. Anderson
Cancer Center. Combining the scope of the NIH grant with the BREB and the
previously scheduled pathology renovation for this campus revealed that efficiencies
could be gained by combining these programs into one building. The BREB will support
institutional objectives for accommodating vivarium and office space needs, and
increasing research, education, and support space with the construction of this new
facility.

13. U.T.M.D. Anderson Cancer Center: South Campus Vivarium Facility -
Amendment of the FY 2006-2011 Capital Improvement Program and the
FY 2006-2007 Capital Budget to increase total project cost and
appropriation of funds and authorization of expenditure

RECOMMENDATION

The Chancellor concurs with the Executive Vice Chancellor for Health Affairs, the
Executive Vice Chancellor for Business Affairs, and President Mendelsohn that the

U. T. System Board of Regents approve the recommendations for the South Campus
Vivarium Facility project at The University of Texas M. D. Anderson Cancer Center as
follows:

Project Number: NA

Institutionally Managed: ves X No []
Architecturally or Historically

Significant: Yes |:| No |E

Project Delivery Method: Construction Manager at Risk
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Substantial Completion Date: July 2007

Total Project Cost: Source Current Proposed
Hospital Revenues $25,000,000  $45,000,000
a. increase the total project cost; and

b. appropriate funds and authorize expenditure of $20,000,000 from Hospital
Revenues.

BACKGROUND INFORMATION

Previous Board Action

On August 11, 2005, the project was included in the Capital Improvement
Program (CIP) with a preliminary project cost of $25,000,000 with funding from
Hospital Revenues. On November 10, 2005, the Board approved the design
development plans and appropriated $25,000,000 from Hospital Revenues.

Project Description

Pursuant to a Memorandum of Understanding effective August 26, 2004, U. T.

M. D. Anderson Cancer Center has delegated authority for institutional management

of construction projects under the continued oversight of the Office of Facilities Planning
and Construction. The institutionally managed projects are subject to review by the
Board of Regents for design development.

U. T. M. D. Anderson Cancer Center continues to develop the South Campus area

with increasing numbers of researchers being located at the South Campus and new
buildings being constructed. Adequate and convenient access to animals has become
critical. To address this need, this project is a redevelopment of the existing Physical
Plant Building. Upon completion, the existing Physical Plant Building will include animal
holding, procedure, and attendant support functions.

The South Campus Vivarium was originally conceived as a five phase expansion of
the existing Vivarium within the Smith Research Building. The existing Smith Research
Building Vivarium is currently at over 95% capacity. With the recent completion of the
South Campus Research Building Two and the impending construction of the Center
for Advanced Biomedical Imaging Research Building, the forecasted requirements for
research animals on South Campus now exceed the animal capacity originally planned
for Phase I. U. T. M. D. Anderson Cancer Center needs to move forward now with
Phases Il through V to provide adequate animal housing on the South Campus.
Phases Il through V allow for additional animal housing and support infrastructure,
required mechanical equipment, and office space for additional staff.
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14. U. T. Austin: Request to Name the Visitors' Center at McDonald
Observatory as the Frank N. Bash Visitors' Center at McDonald

Observatory

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for
Academic Affairs, the Vice Chancellor for External Relations, and President Powers
that the U. T. System Board of Regents approve the naming of the Visitors' Center at
McDonald Observatory as the Frank N. Bash Visitors' Center at McDonald Observatory
to recognize the significant contributions and commitment of Dr. Frank N. Bash to
McDonald Observatory.

BACKGROUND INFORMATION

The Visitors' Center is the astronomical public education outreach office for the
McDonald Observatory. The Center, completed in 2002, hosts over 130,000 visitors per
year, offering educational displays and programming of the Texas Astronomy Education
Center, daily tours of the research facilities, and solar viewing programs as well as “star
parties” for nighttime viewing.

Dr. Frank N. Bash has dedicated a significant part of his professional career to the
development of McDonald Observatory as a premier site for professional astronomers
and casual observers alike. Dr. Bash began teaching in the Astronomy Department at
U. T. Austin as a Faculty Associate in 1967, and in 1981 he became a Professor. He
served as Chairman of the Astronomy Department from 1982 to 1986. Dr. Bash served
from 1989-2003 as Director of McDonald Observatory, one the world's foremost
astronomical research institutions. He was a pioneer in public outreach and informal
science education.

As Director of McDonald Observatory, Dr. Bash led the effort for design, funding, and
construction of The William P. Hobby - Robert E. Eberly Spectroscopic Survey
Telescope, which has the largest primary mirror in the world. He also led the effort to
expand the public outreach programs of McDonald Observatory through construction
of the Observatory's Visitors' Center, development of the Texas Astronomy Education
Center, and StarDate radio, which reaches millions of people each day in English,
Spanish, and German.

A gift of $2 million was made in 1999 by Mr. William C. Nowlin, Jr., and Mrs. Bettye H.
Nowlin, of Austin, Texas, which completed the funding needed for construction of the
Visitors' Center. At the time of the gift, Mr. and Mrs. Nowlin expressed their desire that
the Visitors' Center building be named in honor of Dr. Bash. Since U. T. System rules
prohibit naming a facility for an active faculty member, the request was delayed.

Dr. Bash retired as Director of McDonald Observatory in 2003, and he will retire from
his faculty position in May 2006.
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The proposed naming is consistent with the Regents' Rules and Regulations,
Series 80307, relating to the naming of facilities because of the significant contributions
to U. T. Austin by Dr. Bash.

15. U. T. Medical Branch - Galveston: Discussion of long-term plan for clinical
activities and Jennie Sealy Hospital Replacement project

PURPOSE

During a joint meeting with the Board's Health Affairs Committee, President Stobo will
discuss the long-term plan for clinical activities at U. T. Medical Branch - Galveston,
including the proposed Jennie Sealy Hospital Replacement project, using the materials
attached on Pages 177 - 179.

BACKGROUND INFORMATION

The Jennie Sealy Hospital, owned by the Sealy & Smith Foundation, is leased

and operated by U. T. Medical Branch - Galveston. The facility is 40 years old and
approaching the end of its useful life. The Foundation wishes to contribute $100 million
to replace the Hospital (which is estimated to be a $250 million project) and has
proposed a mechanism for effecting the development of that replacement facility.

This project was included in the Capital Improvement Program (CIP) at the

August 11, 2005 Board meeting with a preliminary project cost of $250 million with
funding of $100 million from Revenue Financing System Bond Proceeds and

$150 million from Gifts.

Discussions are ongoing with the Sealy & Smith Foundation concerning the Jennie
Sealy Hospital Replacement financing, structure, and execution. The development of a
replacement facility is subject to a State law requiring the Sealy & Smith Foundation to
retain title to the Jennie Sealy Hospital, and for U. T. Medical Branch - Galveston to
lease and operate the hospital.

The proposed structure of the development includes the following elements and issues:

e The Foundation will manage the design and construction of the Jennie Sealy
Hospital Replacement building shell and a completed clinical support building.

e The Foundation will provide approximately $85 million to build the Jennie Sealy
Hospital Replacement building shell and $15 million to build the clinical support
building.

e U. T. System Administration and U. T. Medical Branch - Galveston will manage

the design and construction of the proposed $150 million build-out of the Jennie
Sealy Hospital Replacement building.
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The Foundation will give adequate assurances that it will provide a fully finished
and weather tight building exterior, finished connections to existing adjacent
buildings, and necessary site work to complete the connections to existing
parking and pedestrian ways for the Jennie Sealy Hospital Replacement building.

U. T. System Administration will provide design review and project construction
guality assurance inspection.

The Board of Regents will review the architectural design and location of the
Jennie Sealy Hospital Replacement building and the clinical support building, and
the lease of the Jennie Sealy Hospital Replacement building.

Ownership of the Jennie Sealy Hospital Replacement building and the clinical
support building will be retained by the Foundation, while U. T. Medical Branch -
Galveston will lease and operate both buildings, consistent with State law.

The Foundation is expected to issue debt to fund its $100 million contribution.

Real property may need to be sold or exchanged with the Foundation so that
property underlying the proposed structures would belong to the Foundation.
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Facilities Plan for the Clinical Enterprise

BACKGROUND

U. T. M. B. has a long tradition of serving all patients, with a special
emphasis on underserved populations including the uninsured,
Medicaid and the incarcerated.

Historically, U. T. M. B. has also provided services to a steady
population of patients with other 3" party payor sources including the
commercially insured (Medicare, Medicaid, Texas Department of
Criminal Justice).

However, U. T. M. B. has become heavily reliant on clinical revenue
from governmental sources which represents over 80% of the

U. T.M. B. Hospitals and Clinic’s revenue. Approximately 15 - 20% of
our patients have commercial insurance.

We believe it is important for the clinical enterprise to increase the
volume of patients seen and proportion of patients who have
favorable reimbursement (Medicare, commercial insurance).

To do this, U. T. M. B. needs two new facilities: an ambulatory care
facility located off the island in League City (Victory Lakes) and a
specialty care tower on the main campus to replace dated operating
rooms, labor and delivery suites and intensive care units.

PLAN

U. T. M. B.’s long-term plan for clinical activities includes volume
growth that must be targeted and designed in a way that attracts
patients with 3" party payor sources which includes:

First class facilities
Strategically located
Cost effective

(0]
(0]
(0]
o High quality
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o Commitment to service excellence
o Consistent with market needs
o Partnership with other providers in the community

o The Jeanie Sealy Replacement Hospital (Replacement Hospital),
along with the Victory Lakes Specialty Care and Diagnostic Center
(Victory Lakes), are the cornerstones of the necessary facility
upgrades.

e The Replacement Hospital will provide easy access to a state-of-the-
art, high quality, patient centered environment.

o Victory Lakes, strategically located in high growth areas on the
Mainland, will act as the primary referral source of new patients
requiring specialty services to the Galveston main campus.

e As with the Replacement Hospital, Victory Lakes is being designed
with service excellence, efficiency, quality, safety and patient
satisfaction in the forefront. The facility will house several of
U. T. M. B.’s programs of excellence (gastroenterology, women’s and
children’s services, senior care).

e In addition to growth as a means to achieve financial excellence,
U. T. M. B. has hired Navigant Consulting to review in detail
U. T. M. B.’s existing operations.

e U.T. M. B.'s goal for the Navigant engagement is to improve
U. T. M. B.’s existing margins by $50-70 million per year through
revenue enhancements and cost reductions.

e The goals for our clinical enterprise are complex:

0 Increase the volume of outpatients seen (by approximately
30%) by increasing productivity among existing faculty (this will
be facilitated by the new compensation plan implemented in the
School of Medicine).
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o Change the population of inpatients with the Replacement
Hospital (new specialty tower) resulting in fewer inpatients with
a higher severity of iliness (e.g. transplants) and better
reimbursement.

o Change our payor mix with an increase in Medicare, a
decrease in Medicaid, and an increase in commercial insurance
(presently 15-20% to 20-25%). This percentage change in
commercial patients is achievable and will have the anticipated
financial impact only if accompanied by the previously
mentioned increase in volume.
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U. T. System: Report on expansion of digital library and new research resources

REPORT

Dr. Fred M. Heath, Vice Provost and Director of University of Texas Libraries, and

Dr. Teresa Sullivan, Executive Vice Chancellor for Academic Affairs, will discuss the
expansion and the new research resources of the U. T. System Digital Library Shared
Collection and the benefits it brings to all U. T. System institutions. A PowerPoint
presentation is attached on Pages 177 - 185 of the Supplemental Materials (Volume 2)
of the Agenda Book.
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