MATERIAL SUPPORTING THE AGENDA
VOLUME XLIITb
This volume contains the Material Supporting the Agenda furnished

to each member of the Board of Regents prior to the meetings held
on

January 5, 1996
February 8, 1996
March 1, 1996
March 26, 1996

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

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

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

Yellow paper - emergency items distributed at the
meeting.

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

CALENDAR

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

Host Institution: The University of Texas at El1 Paso

Thursday, February 8, 1996

10:00 a.m. Convene in Open Session for
the sole purpose of recessing
to Executive and Briefing

Sessions
1:00 p.m. or Reconvene in Open Session to
upon recess continue until completion of
of Executive business
and Briefing
Sessions
See Pages B of R 1 - 4,
Items _A - N
Telephone Numbers
President Natalicio’s Office (915) 747-5555
Room 317, Geological Sciences Building (915) 747-5669

(for calls during the meeting)

Camino Real Hotel ' , (915) 534-3000
101 South El1 Paso Street
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1-ACADEMIC SERAVICES BLDG, . 30- FOX FINE ARTS CENTER
. 2- ADMINISTRATION BLDG.

3 - ALUMNI & DEVELOPMENT BLDG.

4 - AUXILIARY GYM

5 - BARRY HALL DORM

6- BELL HALL

7- BENEDICT HALL

8 - BRUMBELOW BLDG.

9 - BURGESS HALL DORM

10 - HUSINESS ADMINISTRATION

11 CAMPUS POLICE

22 - GRAHAM HALL

23 - HEALTH SERVICE
24 - HERTZOG BLDG.

25 - HONORS HOUSE

26 - HOLIDAY HALL

27 - HUDSPETH HALL
23 - INTRAMURAL FIELD
29 - INTRAMURAL FIELD
30 - INTRANURAL FELD

12 - CENTENNIAL MUSEUM - KELLY HALL
13 - CENTRAL ENERGY PLANT 32- KOO AELD
M- SATELLITE ENERGY PLANT 33 - KIDD SEISMIC OBSERVATORY
14 - COMMONS M- LEECH GROVE
15 - COTTON MEMORIAL 35 - LIGERAL ARTS BLDG,
16 - DAY CARE CENTER 36 - LIBRARY
17 - EDUCATION BLDG. 17 - MAGOFFIN AUDITORIUM
18- ENERGY CENTER 38 - MEMORIAL GYM

19- A - ENGINEERING B - BIOLOGY 9. MEMORIAL TRIANGLE
C-METALLURGY 0r- CLASSROOM ’

Cam NP

|| 21- GEOLOGICAL SCIENCES BLDG.,

}

40 - MIUTARY SCIENCE BLDG.

1 su

41-MINERS" HALL.
42 - MOORE 8LDG.
43 - NURSING & ALLIED HEALTH
44 - COMPUTER SCIENCE BLDG.
45 OLD MAIN

45 - PHYSICAL PLANT COMPLEX
47 - PHYSICAL SCIENCE BLDG,
48 - PSYCHOLOGY BLDG.

49 - QUINN HALL

50- RECREATION AREA

51 - SEAMON HALL

52 - SFECIAL EVENTS CENTER
53 - SPECIAL PROJECTS CENTER
54 - STUDENT FAMILY HOUSING
53 - SUN BOWL STADIUM

S5 - SWIMMING POOL

£ - TENNIS COURTS

58 TICKET CENTER

39 - UNION BLDG.

60 - VOWELL HALL

61- WOMEN'S GYM

62 - WORAELL HALL
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Camino Real Paso
Del Norte Hotel

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

(?“’*ﬁ: ‘

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

To the Camino Rea!l Paso Del Norte Hotel
Take 1-10 West to the Mesa Exit turn left
on Santa Fe to San Francisco, hotel

is on the corner
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AGENDA FOR MEETING
OF
BOARD OF REGENTS
_ OF
THE UNIVERSITY OF TEXAS SYSTEM

Thursday, February 8, 1996

10:00 a.m. Convene in Open Session for
the sole purpose of recessing
to Executive and Briefing
Sessions

1:00 p.m. or Reconvene in Open Session to
upon recess continue until completion of
of Executive business :
and Briefing

Sessions

"Place: Room 308 Open Session at 10:00 a.m. and

A.

B.

D.

E.

Executive and Briefing Sessions

Room 310 Open Session at 1:00 p.m. or upon
Recess of Executive and Briefing
Sessions

CALL TO ORDER
RECESS TO EXECUTIVE AND BRIEFING SESSIONS

The Board will convene in an Executive Session followed

by a Briefing Session pursuant to Texas Government Code,
Chapter 551, Sections 551.071, 551.072, and 551.074 to
consider those matters set out on Page Ex.S - 1 of the

Material Supporting the Agenda.
RECONVENE IN OPEN SESSION '

- WELCOME BY PRESIDENT NATALICIO

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

Bof R-1



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

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

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

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

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

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

Facilities Planning and Construction Committee:
Chairman Temple, Regent Holmes, Regent Lebermann
MSA Page FPCC - 1

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

RECONVENE AS COMMITTEE OF THE WHOLE

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

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

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

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

U. T. Medical Branch - Galveston:
Proposed Acceptance of Gift of

St. Mary’s Hospital Facilities and
Expression of Appreciation to The
Sealy & Smith Foundation

3. Personnel Matters Relating to Appointment, Employ-

ment, Evaluation, Assignment, Duties, Discipline, or
Dismissal of Officers or Employees - Section 551.074

U. T. M.D. Anderson Cancer Center:

Consideration of Recommendation of

Hearing Tribunal Regarding Termina-
tion of Tenured Faculty Member

Bof R-2



REPORT OF BOARD FOR LEASE OF UNIVERSITY LANDS

REPORT'

The Board for Lease of University Lands met on Novem-
ber 14, 1995, at the Center for Energy and Economic
Diversification in Midland, Texas, for a general
business meeting and to hold the Regqular 0il and Gas
Lease Sale No. 88 and the Frontier 0il and Gas Lease
Sale No. 88-A.

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

a. Regular 0il and Gas Lease Sale No. 88:
44,628 acres of Permanent University Fund
lands were nominated for lease. Bonuses
in the amount of $3,602,287 were paid for
leases covering 32,536 acres. No bids
were received on 12,092 acres.

b, Frontier 0il and Gas Lease Sale No. 88-A:
All available Frontier acreage was offered
for lease. Bonuses in the amount of
$90,015 were paid for leases covering
3,884 acres.

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

Following is a report on the general business meeting:

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

b. Approved the recommended procedures and
terms for Regular 0il and Gas Lease Sale
No. 89 and Frontier 0il and Gas Lease Sale
No. 89-A to be held on May 14, 1996

c. Received a report on the take in-kind
crude o0il sale held September 21, 1995.
Estimated royalty enhancement will be
$0.92/barrel for approximately 3,475 bar-
rels of o0il per day. Total projected
enhancement is approximately $580,000
over a 6-month periecd.

d. Approved all high bids received for
acreage offered in the Regular 0il and
Gas Lease Sale No. 88 and the Frontier
0il and Gas Lease Sale No. 88-A.

Bof R-3



L.

M.

N.

REPORT OF SPECIAL COMMITTEES
Committee on Minorities and Women: Chairman Holmes
OTHER MATTERS

1. Certificate of Appreciation

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

REPORT

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

SCHEDULED EVENTS

1. Board of Regents’ Meetings
Dates ' Locations/Hosts

May 9, 1996 U. T. Health Science
Center - Houston
August 8, 1996 . U. T. Tyler
November 14, 1996 U. T. Southwestern
- Medical Center -
Dallas

2. Official Commencements - 1996

May 4 U. T. Permian Basin
May 10 U, T. Tyler

May 11-12 U. T. Arlington
May 11 U. T. Pan American

U. T. San Antonio
Uu. T. G.5.B.S. -

Houston
May 17 'U. T. Brownsville
May 18 U. T. Austin

U. T. E1 Paso
U. T. Medical School -
Galveston
May 25 : U. T. Dallas
U. T. Allied Health
Sciences School -
San Antonio
June 1 U. T. Southwestern
: Medical School -
Dallas and U. T.
Southwestern
G.5.B.S. = Dallas

OTHER BUSINESS

ADJOURNMENT

Bof R- 4
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EXECUTIVE COMMITTEE
Committee Chairman Rapoport

Date: February 8, 1996

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

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

Page
Ex.C
U. T. System: Recommended Approval of
Executive Committee Letters 96-3
Through 96-6 Via the Chancellor’s Docket
Process 2

Ex.C - 1



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

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

Supporting the Agenda.

Ex.C - 2
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BUSINESS AFFAIRS AND AUDIT COMMITTEE
Committee Chairman Smiley

February 8, 1996

Following the meeting of the Executive Committee

: Room 310, Geological Sciences Building
U. T. El1 Paso

U. T. System: Recommendation to Approve

Chancellor’s Docket No. 84

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

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

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

U. T. Arlington: Request to Establish the
Regents’ Centennial Challenge Grant and Allo-
cation of Funds Therefor

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

BAAC - 1

Page
BAAC

11

15
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1. U. T. System: Recommendation to Approve Chancellor’s
Docket No. 84.--

RECOMMENDATION

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

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

2. U. T. System: Recommendation to Approve 1997 Budget
Preparation Policies and Limitations for General
Operating Budgets, Auxiliary Enterprises, Contracts

and Grants, Restricted Current Funds, Designated Funds,
and Service and Revolving Funds Activities and Calendar

for Budget Operations.--

RECOMMENDATTON

With the concurrence of the Executive Officers, the Chancellor
recommends that the U, T. Board of Regents approve the
following Budget Preparation Policies and Limitations and
Calendar for use in preparing the 1997 0perat1ng Budget for
the U. T. System:

U. T. System 1997 Budget Preparation Policies

General Guidelines - The regulations and directives included
in the General Appropriations Act serve as the basis for these
guidelines and policies. In preparing the draft of the

1997 Operating Budget, the Chief Administrative Officer of
each component institution should adhere to guidelines and
policies as detailed below. Overall budget totals, including
reasonable reserves, must be limited to the funds available
for the year from General Revenue Appropriations, Estimates of
Educational and General Income, and limited use of
institutional unappropriated balances.

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

Article IX, Section 30. Salaries to be Proportional
by Fund. i :

It is the intent of the Legislature that unless
otherwise restricted payment for salaries, wages,
and benefits paid from appropriated funds, including
local funds and educational and general funds as
-defined in V.T.C.A., Education Code, Sec. 51.009 (a)
and (c), shall be proportional to the source of
funds.

BAAC - 2



4.

Merit Increases - Subject to available resources and
resolution of any major salary inequities,
institutions should give priority to implementing
merit salary increases for faculty and staff,
keeping in mind the 1996~1997 biennium goal of at
least an average 5% merit salary increase for '
faculty and staff.

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

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

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

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

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

It is the expectation that Fiscal Year 1997
increases for merit, equity, or other increases be

included in the Operating Budget.

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

1.

Staff Group Insurance Premiums -~ The General Revenue
contribution for staff group insurance premiums for

higher education is included in Article III,

pages III-30 through III-34 of the General
Appropriations Act. For each full-time active and
retired employee enrolled for eligible coverage, the
1997 State’s contribution rate is as follows:

Employee Only Category $186.31
Employee and Spouse Category $292.13
Employee and Children Category $257.16
Employee and Family Category $362.98

Funds appropriated for higher education employees’
group insurance contributions may not be used for
any other purpose. To budget these funds, a
"Transfer from Employees Group Insurance
Contribution" should be reflected as a General
Revenue item in the "Method of Financing" section of
the operating budget summary. Employee group
insurance premiums for employees paid from
Educational and General Income are included in each
institution’s appropriation for "Educational and
General State Support."

BAAC - 3



In addition, active and retired employees are
authorized to use one-half of the "employee only"
state contribution for optional insurance provided
that they have health insurance coverage from
another source.

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

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

The Optional Retirement Program contribution rate for
enployees who are hired on or after September 1, 1995 is
the same contribution as for members of the Teacher
Retirement System, or 6.0% of payroll for Fiscal

Year 1997. Institutions must notify all newly hired
employees that the contribution rate for the Optional
Retirement Program may fluctuate over time.

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

Other Operating Expenses Guidelines - Increases in

Maintenance, Operation, Equipment, and Travel are to be
justified by expanded work lcads, for developing new progranms,
or for correcting past deferrals or deficiencies.

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

Article IJJ, The University of Texas System,
Section 4. Agprogriations. Governing Board.

Oout of the funds appropriated herein, an amount not
to exceed $436,569 in each year of the biennium
shall be for all expenses associated with the
governing board’s duties including, but not limited
to: travel, entertainment, lodging, and expenses of
state employees who provide services for the
governing board.

BAAC - 4



Article ITIT, Section 34. Proportionality and
Optional Retirement Program Contribution Offsets.

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

(b) employer contribution supplements associated
with the ORP contribution rate reduction implemented
by this Act.

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

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

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

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

It is the intent of the Legislature that at least 50% of
the appropriation reductions made pursuant to

subsection 2 of this section be applied by the affected
agencies toward reductions in salary and personnel
expenses. :

BAAC - 5



Article IX, Section 155. Reductions in

Appropriations: Higher Education Retirement
Programs.

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

BACKGROUND INFQRMATION

The U. T. System 1997 Budget Preparation Policies track the
provisions contained in the General Appropriations Act, H.B. 1
of the 74th Texas Legislature, Regular Session, and are simi-
lar to those used in preparing previous budgets. No funds
have been specifically identified in the General Appropria-
tions Act for salary increases. However, subject to avail-
able resources and resolution of any major salary inequities,
institutions should give priority to implementing merit

salary increases for faculty and staff, keeping in mind the
1996-1997 biennium goal of at least an average 5% merit salary
increase for faculty and staff. Some riders in the General
Appropriations Act will likely require adjustments to the

1997 Operating Budget. Instructions will be issued later by
the appropriate state agency regarding these reductions.
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1997 Operating Budget Calendar

January 1996

February 8, 1996

March 18-22, 1996

April 22, 1996

April 29-May 3, 1996

May 13, 1996

May 23, 1996

June 1996

August 8, 1996

August 19, 1996

Draft of budget instructions to
institutions

U. T. Board of Regents apprcve budget
policies

Budget policy/resource allocation
hearings with System Administration

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

Technical budget hearings with System
Administration

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

 System Administration

Budgets mailed to U. T. Board of
Regents

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

U. T. Board of Regents appfove budget
Budgets (unbound) due to System

Administration for copying and
binding
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3. U, T. System: Recommendation to Amend the Sick Leave
Pool Policy.——

RECOMMENDATION

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

SICK LEAVE POOL POLICY

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

2. DEFINITIONS. As used in this Policy:

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

2.2 "Employee" means a regular employee of a component
institution of the U. T. System or the U. T. System
Administration as defined in [Artiele-¥-of] the
General Appropriations Act.

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

2.4 "Licensed physician" means a person who is licensed
to practice in one of the health professions set
forth in Article 3.70-2 of the Texas Insurance Code
[medieine].

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

2.6 "Sick leave pool" or "pool" means the accumulated
'sick leave donated by employees for utilization in
accordance with this Policy.
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POOL ADMINISTRATOR. This Policy shall be administered at
each component institution by a pool administrator
designated by the chief administrative officer and at the
U. T. System Administration by a pool administrator
designated by the Chancellor of the U. T. System.

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

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

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

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

4.2 Contributions to the pool must be in units of
eight (8) hours [and-ne-mere-than-{3)-units-may-be
eontributed-by-an-emptoyee-during-each-fiseat-year].
State employees are permitted to contribute an
unlimited number of hours to the sick leave pool.
Retiring employees are also permitted to contribute

to the sick leave pool.

4.3 Upon approval of an application, the pool
administrator shall credit the sick leave pool with
the sick leave contributed by an employee and shall

. direct the human resources office [persennei
department] to deduct a corresponding amount from
that employee’s accrued sick leave.

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

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

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

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

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

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

BACKGROUND INFORMATION

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

Proposed changes to the policy are necessitated by the passage
of Senate Bill 988, 74th Texas Legislature, amending Arti-

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

RECOMMENDATTON

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

to $38,500,000.

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

Page BAAC - 13, the U. T. Board of Regents resolves that:

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

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

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

d. This resolution satisfies the official
intent requirements set forth in Sec-

tion 1.150-2 of the U. S. Treasury Regu-
lations.
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BACKGROUND INFORMATTION

At the August 1995 meeting, the U. T. Board of Regents
approved the use of Revenue Financing System debt for U. T.
System equipment purchases in accordance with the Guidelines
Governing Administration of the Revenue Financing System and
approved an aggregate financing amount of $38,100,000 for
certain equipment purchased in Fiscal Year 1996 for U. T.
Arlington, U, T. Austin, U. T. Brownsville, U. T. El Paso,

U. T. San Antonio, U. T. Tyler, U. T. Southwestern Medical
Center - Dallas, U. T. Medical Branch - Galveston, U. T.
Health Science Center - Houston, U. T. M.D. Anderson Cancer
Center, and U. T. Health Center - Tyler. U. T. Dallas has
identified computer and furniture equipment needs since the
August 1995 meeting and thereby has created the need to amend
the U. T. System equipment financing program to include these
U. T. Dallas equipment needs. The debt is to be repaid by
General Use Fee receipts.

The 74th Texas Legislature authorized an increase in the
maximum general use fee to an amount not to exceed the level
of in-state undergraduate tuition. This initiative was in
response to the need to provide capital funding for Permanent
University Fund (PUF) institutions at a level at least equiv-
alent to HEAF institutions. For the Fiscal Years 1996

and 19%7, the general use fee per semester credit hour will
be increased at U. T. Arlington, U. T. Austin, U. T. Dallas,
U. T. El Paso, U. T. Permian Basin, U. T. San Antonio, and

U. T. Tyler. With the exception of U. T. Austin, $1.55 of
the increase may be used directly for debt service for bonds
to be issued. For Fiscal Year 1996, it is forecasted that

U. T. Dallas will collect approximately $2,800,000 in General
Use Fee receipts. In the 1996-2001 Capital Improvement
Program, U. T. Dallas identified $5,400,000 in projects to
receive bond proceeds under this program. With the issu-
ance of this debt under the program, the debt service cover-
age forecast ranges from 1.4 to 3.2 times during Fiscal

Years 1996-2000 (see Page BAAC - 14).

BAAC - 12



PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE

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

N %ﬂw
wy)

Assistapt Vice Chancellor for Finance
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U.T. DALLAS
EQUIPMENT FINANCING

Project Level - General Use Fee Budget (§ in thousands) FY 95 FY 96 ‘PY_97 FY 98 FY 99 FY 100

Income 1,276.7 2,848.0 3,470.6 3,860.3 4,198.1 4,625.4
Transfers other than debt service ' {391.3) (169.2) (1,515.0) {205.0) {215.0) {220.0)
' : 1,585.4 2,656.8 1,955.6 3,655.3 3,983.1 4,405.4
Debt Service B825.6 1,386,0 1,894.3 2,549.6 2,487.6
[Debt Service Coverage After Transfers 3.2 1.4 1.9 1.6 1.8 |

o e i ﬁmﬁmfu%ﬁ\%f > - o A
Campug Level:; U.T. Dallas ($ in millions} Actual Forecast
FY 93 FY 94 FY 95 FY 96 FY 97 FY 98 FY 99 FY 00

Beg. Fund Balance 11.7 12.8 14.0 15.2 17.1 16.5 17.9 17.7
Total Current Revenues 6l.3 65.7 65.5 69.7 70.8 73.9 75.3 78.4
Total Current Expenditures ‘ {(57.0) {62.1) (61.9) {66.0) (67.6} (69.4) (71.8) {73.1)
Net Revenues 4.3 3.6 3.6 3.7 3.2 4.5 3.5 - 5.3
Debt Service (1.8) (1.9) (2.0) (1.6) {2.3) {2.9) (3.5) (3.5)
Non-Mandatory Transfers {0.6) (0.5) (0.4) {0.2) (1.5) {0.2) (0.2) (0.2)
Adjustments ‘ {0.8) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net Inc/(Dec) for Year 1.1 1.2 1.2 ) 1.9 (0.6) 1.4 {0.2) 1.6
End. Fund Balance 12.8 14.0 15.2 : 17.1 16.5 17.9 17.7 19.4
[Debt Service Coverage 2.4 1.9 1.8 2.4 1.4 1.6 1.0 1.5 |

b e

U.T. System ($ in millions) - Actual Forecast

_ ' FY 93 FY 94 FY 95 FY 96 FY 97 FY 98 FY 99 . FY 064
Available Revenues 2,965.2 3,226.4 3,439.7 3,553.0 3,584.3 3,655.5 3,702.8 3,783.7
Operating Expenses _ (2,868.1y (3,033.6) (3,239.9) (3,419.5) (3,437.2} (3,482.4) (3,533.1} (3,594.2)
Net Available for Debt Service 97.1 192.8 199.8 133.5 147.1 173.1 169.7 189.5
Debt Service ] (42.0) (43.3) (48.9) (76.0) (91.0) {101.0) (106.9) (113.1)

[pebt service coverage 2.3 4.5 4.1 1.8 1.6 1.7 1.6 1.7 |



5. U. T. Arlington: Reguest to Establish the Regents’

Centennial Challenge Grant and Allocation of Funds
Therefor.--

RECOMMENDATION

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

BACKGROUND INFORMATION

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

At the August 1995 meeting, the U. T. Board of Regents
approved a set-aside of $3,000,000 from PUF Bond Proceeds

to be used as matching funds for proposals to be submitted

to the Telecommunications Infrastructure Fund (TIF) program.
The TIF program has been delayed, and it now appears that most
of this reserve will be carried forward to Fiscal Year 1997.
Because the proposed match of private funds and the renovation
and equipping of undergraduate computer labs proposed by U. T.
Arlington will accomplish many of the same objectives as a
match from the TIF program, this reserve is recommended as a
source of funding for a portion of the challenge grant. The
balance of the challenge grant can be funded in Fiscal

Year 1997 from this reserve, the regular Fiscal Year 1997
reserve for library, equipment, repair and rehabilitation
(Fiscal Year 1997 LERR) or from other sources as may be
appropriate at the time.
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6. U. T. Health Science Center - San Antonio: Recommenda-

tion to Approve the Sale of Real Estate lLocated in Kerr
County, Texas, and Authorization to Execute Documents
Related Thereto.--

. RECOMMENDATION

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

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

BACKGROUND INFORMATION

In December 1969, the U. T. Board of Regents authorized the

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

February 8, 1996

Following the meeting of the Business Affairs and

Audit Committee

Place: -Room 310, Geological Sciences Building

U. T. El1 Paso

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

U. T. Board of Regents: Proposed Amendments
to the Regents’ Rules and Requlations, Part
One, Chapter VI, Section 6 (Use of University-
owned Facilities) and Part Two, Chapter X,
Section 9 (Student Union Facilities)

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

U. T. Pan American: Request for Authorization
to Establish a Master of Arts Degree in Crimi-
nal Justice and to Submit the Proposed Degree

Program to the Coordinating Board for Approval
{Catalog Change)

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

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

U. T. Permian Basin: Request for Authorization

to Establish a Master of Professional Accoun-

tancy Degree Program and to Submit the Proposed

Degree Program to the Coordinating Board for

Approval (Catalog Change)
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1. U. T. Board of Regents: Proposed Amendments to the
Regents’ Rules and Requlations, Part One, Chapter III,
Section 16 (Leaves of Absence Without Pay).--

RECOMMENDATTION

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

Sec. 16. Leaves of Absence Without Pay.

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

16.2 The maximum period for which a leave of absence
will be granted is the end of the fiscal year
in which the leave begins. In the case of
faculty, the date for return to duty will
generally coincide with the beginning of the
next semester, following the period of absence.
[En-nermat-eireumstances;-teaves-for-up-to-one
year-witi-be-granted-tiberalty;-preoevided-the
department-se-recommends-and-ean-supply
satisfactory-repiacements-——Fhe-£irse-period-of
leave-of-absence-may-be-approved;-subject-to
the-generai-econditions-inetnded-herein;-by-the
chief-administrative-officer-—-Requests—for
second-andfor-third-year-ieaves-under-this
section-must-pe-submitted-to-the-appropriate
Exeeutive-Vice-chancettor-and-to-the-g+-¥+
Beard-of-Regents-for-approvat-via-the-docket:]

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

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

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

BACKGROUND INFORMATION

The proposed amendment to the approval procedures for leaves
‘of absence without pay removes the requirement of separate

U. T. Board of Regents’ approval for leaves involving a
second or third consecutive year’s leave. The leaves will

be approved instead by the chief administrative officer,

with only the third consecutive year’s leave requiring review
and approval by the appropriate Executive Vice Chancellor.
Approval will be documented in the annual operating budgets,
with revised budget instructions issued to cover this item.

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

2. U. T, Board of Regents: Proposed Amendments to the
Regents’ Rules and Requlations, Part One, Chapter VI,

Section 6 (Use of University-Owned Fac111t1es) and

Part Two, Chapter X, Section 9 (Student Union Facili-
ties).--
RECOMMENDATION

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

in congressional style:

Sec. 6. Use of Property, Buildings, or [University-oOwned]

Facilities.

6.1 The [campuses—of-the-compenent-institutiona-of
FThe-University-of-Fexas-System-and-the]
property, buildings, and {er) facilities owned
or controlled by the U. T. System or component
institutions are not open for assembly, [and
expression-of-£free] speech, or other activities
as are the public streets, sidewalks, and '
parks. The responsibility of the Board of
Regents to operate and maintain an effective
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6.3 [6

2]

and efficient system of institutions of higher
education requires that the time, place, and
manner of [the-exereise-of-the-right-of]
assembly, [and-free] speech, and other
activities on the property [greunds] and in the
buildings and facilities of the U. T. System or
[varieus] component institutions be regulated.
Acting pursuant to the general authority of
Chapter 65 of the Texas Education Code and the
specific authority of Chapter 51 of the Texas
Education Code, the Board of Regents adopts and
promulgates [the-Ruies—-and-Reguiatiens-e£] this
Section [amd-this-chapter] relating to the use
of property, [imskitutienal] buildings,
[grounds] and [ether] facilities for [purpéses)
other than regular academic and administrative
purposes [(use].

No person, organization, group, association, or
corporation may use property, buildings, or

facilities owned or controlled by the U, T,
System or a component institution for any
purpose other than in the course of the regular
academic or administrative programs or
activities of the U. T. System or component

institution, unless authorized by the Regents’
Rules and Requlations. Any authorized use must
be conducted in compliance with the provisions
of the Regents’ Rules and Requlations, the
approved rules and regqulations of the component
institution, and applicable federal, state, and
local laws and requlations.

Identification Required.--[fa)] Pursuant to the
authority conferred upon the Board of Regents
by Section 51.209, Texas Education Code, in
order to protect the safety and welfare of
students, faculty, and staff, [and-empieyees-of
the-compenent-institntions-of-the-System] and
to protect the property, buildings, and
facilities of the U. T. System and component
institutions, it is [hereby] declared to [that
it-shati] be unlawful for any person who is on
any property or in a building or facility
[etther] owned or controlled by the U. T.
System or a [any] component institution to
refuse to identify himself or herself in
response to a request by an institutional
representative [im-respense-te-a-request]. For
the purpose of this Subsection, a person:
identifies himself or herself by: (1) giving
his or her name and complete address

substantiated by a current driver’s license,

voter registration card, or other official
documentation; and (2) stating truthfully

whether [er-net] he or she is a student [at-the
institution-and-whether] or [net-he-er-she-is
an] employee of the U. T. System or a component
institution.
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6,31 [¥b¥] For the purpose of this Subsection
[t&Y], an "institutional representative"
is:

(a) [¥%¥] any member of the Board of

Regents of the U. T. System or the
Executive Secretary tc the Board;

(b)) [+2¥] any executive officer or
administrative officer of the U. T.
System [7-ineiuding-the-chaneeiiors
Execuktive-Vice-Chanceliors;-Viece
€haneetiors;-and-the-Birector-of
Peiiece]; ‘

{c) [+3¥] any administrative officer of a
[the] component institution[s
inetuding-the-chief-administrative
officer;~assistants-to—the-echiaf
administrative-officer -vice
presidents;-dean-ef-studentsr-and-any
associnate-cr-assistant-dean-of
students]; and

{d) [t+¥] any attorney[s-peace-officery-or
seacurity-offieer) of the U. T,
System or a (ethe]) compcnent
institution.

6.32 [¥e¥] Any person who refuses to identify
himself or herself in accordance with this
Subsection [fa¥] is guilty of a
misdemeanor [amnd-upen-eenvietien-is]
punishable by a fine of not more than
$200.

6.33 [t4¥] Students, faculty, or staff who
refuse [Any-student-eor-amployee-whe
refuses] to identify themselves (himself
er-hersei£] in accordance with this
Subsection are also [fay-is;-in-additien
to-the-penaltty-preseribed-in-Subsection
ter7] subject to disciplinary action
[diseipiine].

6.4 [6+3] Fountains, Artificial Bodies of Water,
and Other Facilities.--Pursuant to the
authority conferred upon the Board of Regents
by Sections 51.202 and 51.204, Texas Education
Code, in order to protect the safety and
welfare of students, faculty, and staff [(arnd
employees-of-the-component-institutions-of-the
System] and to protect the property, buildings,
and facilities of the U. T. System and
component institutions, it is [hereby] declared
to [that-it-shat}] be unlawful for any person
to enter, walk, run, lie, play, remain, or be -
in the water of any fountain or other
artificial body of water located on property
owned or controlled by the U. T. System or a
[the-campus-ef-any] component institution
unless such person has the prior written [shaii
have-theretofore-been-granted] permission of
[y} the chief administrative officer of the
U. T. System or the component [that]
institution to enter, remain, or be in such
water. :
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6.41 [fta¥] It shall further be unlawful for
any person to dump, throw, place, or cause
[te-be-piaced] any material, object,
person, anima}l, trash, waste, or debris to
be placed in such [the-water-sf-any]
fountain or other artificial body of water
[located-on-the-campus-ef-any-component
institution-of-the-Systenm].

6.42 [ftky] It shall also be unlawful for any
person to damage, deface, or remove any
portion of any fountain, monument,

building, statue, structure, facility,

tree, shrub, or memorial located on
property owned or controlled by the U. T.
System or a [the-eampus—ef-any] component
institution [ef-the-Systenm].

6.43 [te¥] Any person who violates any
provision [pertien] of this Subsection is
quilty of a misdemeanor punishable [6+3
shati-upen-convietion-thereof-be-punished]
by a fine of not more than $200.

6.44 [$dy] Students, faculty, or staff who
violate [Any-student-or-empieoyee-wheo
vietates] any portion of this Subsection
are also [673-shati;-in-additien-te—the
penaltty-presceriped-abever-pbe] subject to
disciplinary action [diseipiine].

6.5 [6v4] Alcoholic Beverages.-=-The use of

alcoholic [intexteating] beverages is
prohibited on property and in (eiassreem)
buildings([7-taberateries ;-auditoriums;-iibrary
butidings;-museums;-faentey] and
[administrative-eoffices -intercetiegiate-and
intranurat-athtetie] facilities owned or
controlled by the U. T. System or a component
institution [7-and-ati-ether-publie-campus
areas]. However, [with-the-prior-censent-of]
the chief administrative officer of the U. T.
System or a component institution (+-the
foregoing-provisions-ef-this-Subsection] may
waive this prohibition [be-waived] with respect
to any [speeifie] event [whieh-is] sponsored by
the U. T. System or the component institution.
An event is sponsored if a budgeted office,
department, or division of the U. T. [En-any

ease;-sktate-taw-wiltl-be-strictiy-enforeed-at
ati-times-on-aii-property-controtied-pby-the]
System or the [amd-it=s] component
institution[s] is responsible for organizing
the event, inviting attendees, and paying
expenses related to the event, including the
purchase of food and beverages. Meetings or
events organized and presented by registered
faculty, staff, or student organizations are

net events sponsored by the U. T. System or the
component institution. This Subsection does
not apply to areas that are licensed under
state law for the sale and service of alcoholic
beverages or to a Special Use Facility during

use by a noninstitutional individual, qroup,

association, or corporation for purposes
permitted by Subsection 6.(10). State law

relating to alcoholic beverages will be

strictly enforced at all times on property and

in buildings and facilities owned or contreclled

by the U. T. System or a component institution.
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[6-5-Ne-individual;-organisation -group;
asseeintion;-or-corporation-may-use-the
grounds;-buitdings ;-or-facitiities-owned-or
contreoiied-by-any-componant-instikukion—or-py
the-System-execept-as-pernitted-py-the
provisiens-eof-the-Regentsi-Rules—and
Requiations-and-appreoved-institutionalt-rules
and-reguiationss]

6.6 Solicitation.=-=No solicitation shall be

conducted on property or in buildings or
facilities owned or controlled by the U. T.

System or a component institution unless
permitted by the Regents’ Rules and

Requlations. [6+6%] The term "solicitation"
[as—used-herein] means the sale, lease, rental
or offer for sale, lease, rental of any _
property, product, merchandise, publication, or
service, whether for immediate or future
delivery; an oral statement or the distribution
or display of printed material, merchandise, or
products that is designed to encourage the
purchase, use, or rental of any property,
product, merchandise, publication, or service;
the oral or written appeal or request to
support or join an organization other than a
registered student, faculty, or staff
organization; the receipt of or request for any
gift or contribution; or [amd] the request to
support or oppose or to [that-a)] vote [be-ecast)
for or against a candidate, issue, or
proposition appearing on the ballot at any
election held pursuant to state or federal law
or local ordinances.

6.61 [6+62] The following [Ne] solicitation
activities shall not be [eenduected-in-any
butidingr~struekturery-or-facitity-of-any
component-institution-or-of-the-Systams
Fhe-fotlewing-activities-shati-be-deemed
net-to-pe-setiecitations] prohibited by
this Subsection when [if-they-are]

conducted at a time and place designated
in accordance with the approved rules and

regulations of the U. T.. System or the [a&)
component institution. Such activities
-must be conducted [and] in a manner that
does [w#3}1] not disturb or interfere with
the academic [er-institutionai] programs
or administrative activities of the U. T.
System or the component institution or any

program or activity that is authorized or
sponsored by the U, T. System or component
institution; does [being-earried-en-in-a
building;-structure-or-facitity,;-or-de]
not interfere with entry to or exit from a
building, structure, or facility; does not
interfere with the flow of pedestriang or
vehicular traffic on sidewalks or streets;
does not harass, embarrass, or intimidate

the person or persons being solicited; and

does not violate applicable state,

federal, or local law or regulation:

{(a) [t%¥] The distribution, sale, or
offer for sale of a [amy] newspaper,
magazine, or other publication by
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means of an unattended rack or
vending machine in [an] area(s)
designated in advance by the chief
administrative officer of the U. T.
System or a component institution or
his or her delegate for the conduct
of such activity.

{b) [4¥2¥] The sale or offer for sale of
[amy] food, drink, or any other
product [er-serviee] that may be
lawfully sold by means of a vending
machine that is operated by the U. T.
System or component institution or a
[4#es] subcontractor of either, under
an approved written agreement, in an
area designated in advance by the
chief administrative officer of the
U. T. System or the component
institution or his or her delegate
[for-the-conduet-of-such-activity],

{e) [€¥3¥] The sale or offer for sale by

the U, T. System or [a] component
institution or a [+t=] subcontractor

of either, under an approved written
agreement, of any publication of the
U. T. System or the component
institution or of any book or other
printed material to be used in the
regular academic work of the
compconent institution.

(d) [t4y€tay] Any [FThe-eperation-by-the
institution-of-any) service or
service facility [maintaimed] for the
convenience of the students, staff,

. [andfer] faculty, patients, or bona
fide visitors that is operated or
maintained{s-{tb}y--Fhe-eperation] by
the U. T. System or component -

institution or by a [tnstitutieonts]
subcontractor or lessee of either,

under an [tehreugh-apprepriate
written-agreements] approved [as-te
content-by-the-chief-admintstrative
officer-of-the-institutien-and-the
apprepriate-Executive-viece
€hancelior;-as-to-form-by-the-0ffice
of-General-Counsel;-and-by-the-Board
of-Regenta-threugh-the-chancelloris
Bocket)-of-one-of-the-foltiowing
seryices-or-facilities;-maintained
for-the-convenience-of-the-students;
staff-andfor-faenity] written
agreement, including, but not limited
to: (1) any bookstore, specialty
store, laundry, pharmacy, cafeteria,
or food service; (2) a child care
facility [¥]limited to children or
bona fide [bPeonafide] dependents of
students, faculty, or staff; [andfer
faeuteyys] (3) a state or federal
credit union with [¢the] membership
[in-whieh-must-be] limited primarily
to students, faculty, and staff of
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the component institution [but-which
may-inetudes—--students;-faculey;] and
[staff-ef] other area institutions of
higher education[s-students],
[facultty;—and-staff] or other
component institutions and [e£f] the
U. T. System, [{-staff-members—-cf-the
System-Administrations] and the
officers and employees [staff
members] of organizations closely
related to the component
institution’s educational mission,
such as officially recognized alumni
associations [ex-student
erganizations] and cooperative
bookstores;[(¥7] (4) private post
office boxes under an approved
written agreement that limits [¢]the
use [of-which-must-be-iimited-) to
students, faculty, and staff of the

component institution;(¥7]
{5) unmanned teller machines under an

approved written [famy] agreement
that [fer-the-placement-ef-which-must
inctude-a-prevision-expressiy)
prohibits [prehibiting] advertising
the location of the unmanned teller
machine to the general public;[¥7] or
(6) a travel agency under an approved
written agreement that limits [¢)the
use [of-which-must-be-iimited]
primarily to students, faculty, and
staff of the component institution
and prohibits [whiech-ageney-must
agree-to-undertake-no-pubtie]
advertising [eeneerning] the
instituticonal location of the travel
agency to the general public
[faeiiibyy].

(e) [¥5¥] The sale or offer for sale by
the U, T. System or component
institution or a [#ts] subcontractor
of either, under an approved written
agreement, of food, [and] drink,
souvenirs, novelty items_, and
programs at athletic contests or [at
any] other programs or events
sponsored or authorized by the U. T.
System or component institution.

(f) [46%) The solicitation of membership
and the collection of membership fees
or dues by registered student,
faculty, or staff organizations at
scheduled meetings of such
organizations or when otherwise
conducted in accordance with the

approved rules and requlations of the
component institution. Such fees or
dues may be used only by the
organization [tuitien-and-fees-in
econnection-with-enroiiment-of-a
student-in-any-coeurse-osr-degres
program). No funds may be solicited
or collected by such organizations
for or on behalf of any individual,
association, or corporation.
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(t#y--Fhe-collection-of-membership
fees-or-dues-by-registered-student;
facultty;-er-staff-organizations-at
meetings-ef-such-organizations
seheduied-in-accordance-with-the
facitities-use-reguintions-ef-any
cempenent-institutions)

{g) [(¥8¥] The collection of admission
fees for the exhibition of movies or
for other programs that are sponsored
or presented by the U. T, System or
component institution or, if [by-a
registered-faculity;-statfr-or-student
organizatieon;-when] permitted by and
scheduled in accordance with the
approved rules and [faeiiities-use)
regulations of the component
institution, by the students’
association or by a registered
student, faculty, or staff
organization.

(h) [t9¥] [The] S[s]olicitation of funds
by any organization that can present
to the chief administrative officer
of the U. T. System or component
institution, or his or her delegate,
written evidence from the Internal
Revenue Service that the organization
has been granted an exemption from
taxation under Section 501(c¢) (3).
[f]Internal Revenue Code[¥]. Such
solicitation must be conducted in an

area(s) designated for that purpose
by such chief administrative officer
or his or her delegate. Persons
soliciting on behalf of an
organization must have credentials
identifying them as authorized agents

of the organization. Permission to
solicit shall not be used by the '

organization as an endorsement by the
U. T. System or the component
institutions. No organization may
solicit under this subdivision for
more than a total of fourteen days,
whether continuous or intermittent,
during each state fiscal year.

(i) [$¥%9¥] Occasional sales or offers of
sales of goods or services that
[etherwise] comply with applicable
federal, state, and local laws and
requlations [munieipal-ordinances]
and are conducted solely for the
resident(s) [in-the-privaey] of an
individual university residence hall
room or an individual apartment when
a [ethe) resident of such room or
apartment has given specific
invitation in advance for
salespersons to come to the
individual residence hall room or
individual apartment for that
purpose. This exception does not
authorize[;-previded-that-neither]
sales or [mer] offers of sales of
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goods or services within a university
residence hall room or apartment by
the occupant, [thereef-en-a
eontinuing-or-seheduted-pasis;-nor]
door-to-door sales or offers of sales
of goods or services, or sales or

offers of sales of goods or services
to persons who are present in an
individual residence hall room or
apartment but are not residents of
such room or apartment [are-ineiuded
in-the-activity-permitead-by-this
exception].

(1) [€%%*¥] The acknowledgement of a

sponsor of an athletic event or an
advertisement announced over a public
address system or displayed on a
scoreboard or electronic message
center [by-scorebeard;-electrenie
message-or-kanner-displayed] at an
athletic event or displayed in
athletic facilities at locations
designated for that purpose pursuant
to an approved [inmnstitutienmat] policy
[eoneerning-approvai-and-seieetion]
of the component institution
[advertisement],

Advertising displayed on an outdoor
electronic margquee or messadge center

~owned and operated by the U. T.

System or a component institution.
Advertising and merchandise displayed

~at an athletic tournament that is

sanctioned by the official national
or international organization for
such athletic competitions; provided
that, such advertising and
merchandise is required to be
displaved under the terms of one or
more contractual agreements between
such organization and one or more
sponsors and such contracts were in
effect prior to the date that a

compenent institution was selected as
the site for the tournament.
The sale or offer for sale by a

registered student organization of
charitable raffle tickets on behalf

of an organization that is authorized
to conduct a charitable raffle under
the provisions of Article 179(f),
Verncn’s Texas Civil Statutes.

The display and demcnstration by
manufacturers and distributors of
word processing hardware and software
suitable for use by_students in the
academic programs of a component

institution. Such activities may be

conducted once each academic vyear

upon invitation by the chief
administrative officer of the

component institution or his or her
delegate and must be limited to_the

time and place designated by and
under guidelines specified and

controlled by the component

institution, :
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{0) oOral presentations and the
distribution of informational

material related to the U. T. System

programs providing health benefits,
life insurance, disability income
insurance, tax sheltered annuities,
and retirement benefits for officers
and emplovees of the U. T. System and
component institutions. Such
activities may be conducted only at
meetings_scheduled for that purpose.
by the U. T. System Office of Human
Resources and must conform to the

guidelines established by that
office.

(p) Solicitation by the officers or
employees of the U. T. System or
component institution acting in the

course and scope of their authority.
6.62 [6763 Ne-seiicitation-shaii-be-conducted

on-the-greundsr-sidewatksr-or-strects-on
the-camnpus-of-any-component-institution-or
of-the-Cysten;-axcept-by-the-agents -
servantsy-or-employees-of-that-institution
asting-in-the-course-and-scoepe-af-thetr
ageney-or-enpioymentr-or-py-the-studentss
asseciation-of-that-institution;-or-by-a
registered-student;-faculty;-or-staff
erganization-at-that-institneions
ftr-—-Seiieitation-made-pursuant-to—-the
terms-of-Subdivision-6-63-must-he
conducted-in-such-a-way-{tay-that-it
wiltl-not-disturb-or-interfere-with
the-academic-or-institutional
prograns-being-carried-on-in-eampus
builtdings;-{tby-that-it-wili-net
interfere-with-the-free-and-unimpeded
flow-of-pedestrian—-and-vehicular
traffic-on-sidevatks-and-streekts-and
at-piaces-ef-ingress-and-egress-te
and-£frem-ecampus-butidings;-and-tey
that-te-witi-not-harass-—embarrass;
er-intimidate-the-person-or-persens
being-selticitedsr] If, after [sueh]
reasonable investigation it is
determined [as-the-Bean-ef-Students
shati-deem—apprepriate—{which
investigation-shati-atferd-the
aceusaed-erganization-every-right
guaranteed-by-the-due-process-elavaes
ef-the-United-States-and-Fexas
Sonstitutionsy-the-Bean-determines]
that [a] solicitation is being or has
been conducted in violation of the
Regents’ Rules and Regulations or the
approved rules and regulations of the
U. T. System or component institution
(1) a student or employee will be
subject to such disciplinary action
as may be appropriate, and (2) the
registered status of a faculty,
staff, or student organization may be
canceled or suspended, or such
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organization may be prohibited [a
manner-vietative-of-this-Subsections

the-Pean-shaii-prohibit-the-offending
erganizatien] from solicitation [en
the-campus] for such period or
periods of time as may [shaii-be
determined-te] be appropriate [and-in
the-case-of-repeated-vioiations-of
these-salicttation-rules—the-Pean
nay-cancei-the-registered-astatus-of
the-offending-organizatien-er-impose
‘ ether-apprepriate-penaltties].
6.63 [¥2¥] The students’ association and
each registered student organization
shall, within thirty days after (of]
the beginning of each [the-feliewing]
long session semester, file with the
Dean of Students or other appropriate
official a statement fully [and
£airiy] disclosing the sources and
amounts of money [whieh-it] obtained
from solicitations [{saiess;
eentributions;-andfor—-other-revenues’
on-the-eampus] during the preceding
semester or summer session and fully
(and-fairiy] disclosing the purposes
[benefieinaries] and amounts of the
expenditures [whieh-it] made during
the preceding semester or summer
session. Registered faculty and
of such information with the chief
business officer of the component
institution [(A-registered-student
erganization-which-during-a-semester
or-summer-session-received-no-meney
or-thing-ef-vaine-other-than-from-its
own-members-need-£fiie-onty-a
statement-to-that-effeet]. Any
organization failing to comply with
the provisions of this Subsection
[paragraph] shall be prohibited from
solicitation activities [en-the )
eampus] until the [sueh] organization
files the required report [piaces
jtsetf-in-ecompiiance].
££{3}3--FPhe-distribution-at-no-cost-by
a-students‘-association-or-a
registered-student-facutty-or-staff
organization-of-a-newspaper--magazine
or-other-publication-that-contains
paid-advertising-and-is-pukiished-at
the-sole-expanse-of-such-organization
shati-conpiy-with-the-provisions-eof
Subdivisiena-6s63¢iy-and-6-63¢{2¥+)

Use of Property, Buildings, or [Physieat]
Facilities [ef-the-System] by Students’

Associations; Registered Student, Faculty, or
Staff Organizations; or Officially Recognized
Alumni Associations.==-Subject to constitutional

and statutory restrictions on the use of state

property for religious or political purposes, a
students’ association; a registered [6-%%-

Registered] student, faculty, or staff
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organization[s-er]; or an [any] officially
recognized alumni association that qualifies
under Subdivision 6.61{(h) [6+62¢9)] of this
Section and whose fund-raising activities are
dedicated to the benefit of the U. T. System or
a [any] component institution, may reserve and
use property, [an-institukionts] buildings, or
facilities owned or controlled by the U. T.
System or component institution for purposes
permitted by the Regents’ Rules and

Requlations. Such use must have prior written

authorization, must conform to the time, place,

and manner provisions of the approved rules
and{fer-greunds-in-compliance-with-reasonabie

and-nendiseriminatory-institukional]

regulations of the U. T, System and component

institution, and must be conducted in
compliance with Subsection 6.61 [that-shali
specify-the-procedures-under-which-suech
organizations-may-reserve—-the—-institukionts
baiidings-andfer-grounds-for-theair-user--Sroups
of-students,-£facuity-or-staff-wvho-are-neot
registered-or-groups-ef-atumni-ether—-than
effieinatiy-recognized-atumni-asseciations-whese
fund-reaising-aectivities-are-dedicated-to-the
benefit-of-any-component-institution-mnay-net
use-the-institutionis-butidings-andfer
grounds]. '

6.71 A students’ association, a r[R]egistered
student, faculty, or staff
organization(=], or an alumni
association[s] may not reserve or use
property, buildings, or facilities owned
or_controlled by the U, T. System or a
component institution for the [enter-inte]
joint sponsorship of any [en-eampus]
project, [er] program, or activity with
any association, organization, or :
corporation, or with any individual or
group of individuals [with-individuats;
groups;-or-students] that are not
registered.

6.72 Students, faculty, or staff, a students’
association, [Reasenabie-and
nondiseriminatery-reguiations-may-be
promutgated-to-aunthorize-students—-and] or
a registered student, faculty, or staff
organization(s], with prior written
authorization, may [under-speeified i
eonditions;-te] petition, post signs, set
up booths, (anmdf]or peacefully demonstrate
on property owned or controlled by the

U. T. System or component institution [the
eampuss--Such-regutations-shali-prehibit

any-activity-that-wonld-interfere-with
academnic-and-institutionai-programs).
6.73 No person, including [whether—eor-net] a
student [er-empieyee] of a component
institution, shall [pubiieiy] distribute
[on-the-campus-of-any-such-institution]
any petition, handbill, cobiject, or piece

of literature; post or carry any sign,
placard, or banner; or engadge in speech or
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conduct on property or in buildings or
facilities owned or controlled by the
U. T. System or a component institution if
it (ehat] is obscene, libelous, or
directed to inciting or producing imminent
lawless action and is likely to incite or
produce such action.
[6+F4——Noe-—-person;—vwhether-or-not-a—-student-or
empioyee-of-a-component-institutiony;-shati
post-or-carry-any-sign-or-pester-that-is
ebseenes-tibelous;-or-directed-to-inciting
er-producing-imminent-tawviess-action-and
is-tikely-to-incite-or-produce-such
actions
6775-No-persen;—-whether-sr-pnot-a-studant-or
employee-of-a-component-institueiony-shatt
instali;-oceupyr-or-use-oen-the-campus-of
any-such-institution-any-booth;-if-the-use
eof-the-beoth-is-whotiy-or-partiy-for-the
distribution-or-dissemination-of-words-or
materiat-that-are-obseene;-tibelous;-or
directed-to-inciting-or-producing-imminent
tawiess-action-and-are-tikelty-to-ineite—-or
preduce-such-action---For-the-purpese-of
this-prevision;-the-word-ipboothi-incstudes
furnitures;-encliosurer-and-any-otheyr
strueture-temporarity-instatied-for
distributing-petitions;-handbiltis;-or
Iitterature;-or-for-displaying-signas;-or
for-raising-funds-er-seltieiting-tangibie
teems<]

Student Center or Student Union.=--The use of
student center or student union facilities of a
[er-the-campus-ef-eaeh] component institution
shall be subject to Regents’ Rules and
Requlations and to the approved rules and
[reasenable-and-nendiseriminatery] regulations
of [premulgated-by-that-centeris-or-unionts
governing-beard-and] the component institution
[and-ineinded-in-the-Handbook-of-Operating
Proceduresl].

Joint Sponsorship of the Use of Property,
Buildings, or Facilities.--Except as permitted
in Subsection 6.61, Subsection 6. (10 and
Subsection 6.(11), the use of property,
buildings, or facilities owned or controlled by
the U. T. System or a component institution by
individuals who_are not students, faculty, or

staff; by groups that are not registered .
[Extracurrieuiar] student, faculty, or staff

organizations; or by associations or ‘
corporations for programs or activities ghall
be subject to the following conditions
[inveiving-the-use-of-System—-owned-buitdings
and-grounds-shati-be-conducted-in-accordance
with-iecal;-state-and-nationai-iaw-and-in
accordance-with-the-applticabie-System-and
imstitutionat-reguiationss--Such-activities
shaiit-not-disrupt-eor~disturb-the-academic-and
institutionat-programs-and-shaii-net-resute-in
damage-to-er-defacenent-of-property].
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[6-$16)-Use-af-Grounds—and-Physieal-Facititias-by
Sutside-Groupsy-the-System-as-a-Foint-Sponserr
Use-of-greunds-and-physieali-facitities-of-the
System;-especiatiy-auditoriumsr-gymnasiums--and
targe—roonsy-by-sutside-individuais, -greups-er
asseciations-shaii-be-subject-to-the-foiiowing
rultes-in-which-the-iUcystent-shati-ineiude-any
compeonent-institutionr)

6.91

[6+¢326)2] The program or activity [System
witi-net-permit-the-nnrestricted-use-by
nen-System-groups-ef-any-of-its
facttieiesr--Whenever-noen-Systen—groups
share-in-the-use-of-System-buiidings,—it]
must be upon the invitation of, and
jointly sponsored by, the U. T. System or
component institution[ry-under-its-jeint
spensershipr-and-with-the-further
understanding-that-ati-conditions
geverning-such-sponsership-are-to-be-set
kby-the-System]. Only the chief
administrative officer of the U. T. System
or component institution, or his or her
delegate, can authorize joint sponsorship.
[6+42632] In_order for [Phe-System-wiii
enter-inte] joint sponsorship to be
appropriate, [ef-a-preject-or-pregram-onity
+£] the educational implications of a
program or activity must be [are] self-
evident, must [amd] directly supplement
the educational purposes of the U, T.
System or component institution, and must
not result in financial [and-there-is-te
be-neo-private] gain for the invited
individual, group, association, or
corporation [eeeperating-individuais;
greup-er-associations].

[6=t16)Y3-Fhe-System;-established-as-a-pubiie

institukion-without-regard-to-potitieat
affiiiation-or-retigious-faith;-cannot-be
a-jeoint-sponser-with-any-nencampus
erganization-for-peiitical-or-sectarian
gatherings---However;-the-appearance-by-or
on-behalif-of-a-candidate-for-pubtic-office
may-be-autherized-under-conditions _
preseribed-by-the-Board-in-Seetion-7-2-of
this-chapters)

[6-¥%0)4] The U. T. System or component
institution will be responsible for all
details of the [r-when-entering-inte-joint
sponsership-ef-any] program or activity,
including the collection of any fee for

participation or attendance, and must
[assumes-fuii-responsibiiity-for-atl

detaiis-and-reserves-the-right-te] approve
all copy for advertising and [7-as-weii
as] news releases.

[6+€20¥5] The [Ft-shaii-be-understood-that
the] scheduling of property, buildings, or
[the-Systemsts] facilities for programs or
[Bystem] activities of the U. T. System or
component institution shall always have
priority over the scheduling [eof
factiieies] for programs or activities

that are jointly sponsored [funetions
eother-than-System-ackivities),.
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6.95 [(6+€10)6] (EIn-the-case-eof-pregrams-for
which~-the-System-is-a-joint-spenser-with
an-individuat;-group-or-erganizatiens-the]
The fee to be paid by the invited
individual, group, association, or
corporation [eo~spenser] will be a matter
for negotiation in each case and will be
specified in the agreement providing for
the joint sponsorship. At a minimum, the
fee must ensure recovery of the cost
incurred by the U. T. System or component
institution. '

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

religious events.

6.(10) [6-+:%)y] Special Use Facilities.-—-
Notwithstanding any other provisions of this

Chapter, the chief administrative officer of a
component institution may designate specific
facilities [ef-a-compenent-institutien], such
as special event[s] centers, conference
centers, concert halls, theaters, or auditoria,
as Special Use Facilities. The chief
administrative officer shall cause to be
prepared and submitted for approval, as a part
of the Handbook of Operating Procedures of the
component institution, appropriate rules and
regulations for the reservation and use of
[sueh-designated] Special Use Facilities. The
[Bueh] rules and regulations must restrict the
reservation and use of such facilities in
accordance with the following:

6.(10)1 [6+t%%¥*] Designation as a Special Use
Facility shall not constitute the
facility [a=] a public facility or
forum that is open to use by
individuals, [mon-Bniversity
persensy] groups, associations, or
corporations on a first come, first
served basis.

6.(10)2 [6+t%*%¥2] Priority in the reservation
and use of Special Use Facilities
shall be given to programs and
activities of the U. T. System or
[and-events-sponsered-by-the]
component institution that are in
furtherance of and related to the
educational, cultural, recreaticnal,
and athletic programs of the U. T.
System or component institution.

6.(10)3 [6-¥23)3) As a lower priority, the
[institutiona] rules and regulations
may provide for reservation and use
of Special Use Facilities by [nen-
University] individuals, groups,
associations, or corporations([7]
without the necessity of joint
sponsorship by the U. T. System or
component institution. Rates must
[Phe-institution-shalti-estabiish
rates-ts] be charged for the use of
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the Special Use Facility that
[factiity-that-witE], at a minimum,
ensure [insure] recovery of that part
of the operating cost of the facility
attributable directly or indirectly
to such [nen-University] use. If the
[nen-Universiety] user charges those
attending an event any admission or
registration fee, or accepts
donations from those in attendance,
the component institution shall
require the user to make a complete
account of all funds collected and of
the actual cost of the event. If the
funds collected exceed the actual
cost of the event, the [nen-
Universikty] user shall be required to
remit such excess funds to the
component institution as an
additional charge for the use of the
Special Use Facility.

6.(10)4 [67+%:Y4] Subject to all constitutional
and statutory provisions relating to
the use of state property or funds
for religious or political purposes,
and subject to Subsection 6. (10)3
[67t¥1)y3-above], Special Use
Facilities may be made available for
religious and political conferences
or conventions. Religious
organizations applying for use of a
Special Use Facility must submit
written evidence from the Internal
Revenue Service that the organization
has been granted an exemption from
taxation under Section 501(c) (3) of
the Internal Revenue Code. Political
organizations applying for use of a
Special Use Facility must present
written evidence that the
organization had candidates for
either state, district, or local
offices listed on the ballot at the
last general election. [A-religieus
er-poltiticat-organization—-shait-be
pernitted-to-use-a-Speciai-tUse
Faeiltity-oniy-ene-time-during-a
ealtendar-years]

6.10(5) [6v$%%}5] The rules and regulations
applicable to a Special Use Facility
may provide [preecedures] for the
rental of space for display of

advertising and the display of

samples of merchandise in designated
areas inside the Facility that have

been approved by the chief
administrative officer of the
component institution or his or her
delegate, and for advertising by
[tighted]) displays on an electronic
scoreboard or messade center inside
the Facility or an outdoor electronic
marguee or message center on or

immediately adjacent to the Facility.
Such rules and regulations may

AAC - 18



11

6. (11

further provide [preeedures] for the
sale of advertising space on ticket
envelopes for events sponsored by the
Facility and in any publication of
the Facility distributed . in
connection with a sponsored event or
announcing future sponsored events.
Use of Property, Buildings, or Facilities

for Filming Motion Pictures or Television
Productions.——-The chief administrative

officer of the U, T. System or a component

institution or his or her delegate may
authorize the use of property, buildings,
or facjlities owned or controlled by the
U. T. System or component institution for
filming motion pictures or television

productions under a written agreement
appreoved pursuant to U. T. System
procedures. Requests to film a motion
picture or television production will be

reviewed and considered on a case by case
basis and, subject to the provisions of

this Subsection, it shall be within the
discretion of the chief administrative
officer or his or her delegate to
determine whether to grant the request.
The safety of students, faculty, and
staff; the potential for damage to
buildings, facilities, or property and for
disruption of administrative or academic
programs or other scheduled activities;

and the subject matter of the film shall
be of primary consideration in determining

whether to grant a filming request.

1 The chief administrative officer or
his or her delegate will be
responsible for assuring that
scheduled time(s) and location(s) for

filming do not interfere with
administrative and academic programs

or other scheduled activities of the

U. T, System or compenent
institution.

6.{11)2 The U. T, System or a component

6.(11

institution shall not be identified
as the filming location in the film
credits or in any media advertising
for the film. The film may not
include any building, statue,
fountain, facility, mark, symbol, or
logo that identifies the U. T. System
or a component institution as the
filming location. This prohibition
shall not apply to the filming of an

approved script that relates to the
life and accomplishments of a present

or former officer or employee of the

U. T, System or of the component

institution at which the script is
filmed.

3 The script for the motion picture or

television preduction must be ,
approved by the chief administrative
officer or his or her delegate.
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6.{11)4

6.(11)5

6.(11)6

The production company must have been
in existence for at least three (3)

years and produced one or meore motion

pictures that have been distributed
and exhibited nationwide or one or

more television programs that have
been broadcast by a major television
network, e.qg. ABC, CBS, FOX, NBC.
The production company must provide a
policy of comprehensive general
liability and property damage
insurance issued by a company
authorized to do business in the
State of Texas naming the Board of
Regents, the U. T. System, the
component institution, and the

officers and employees of each as
additional insureds, providing
coverage for bodily injury and death

of persons and damage to property
that result directly or indirectly

from the neqligent or intentional act
or omission of, or from the use or
condition of any property, equipment,
machinery, or vehicle used, operated,
or controlled by, the production
company or its officers, employees,
agents, or subcontractors while on
property owned or controlled by the
U. T. System or a component
institution. The limits of coverage

shall be determined by the chief
administrative officer or his or her

delegate on the basis of the nature
and extent of the activities to be
conducted by the production company
and the property, buildings, or
facilities to be utilized. In no
event shall the limits of liability
for each occurrence be less than five

‘'million deollars 5,000,000.00) for

bodily injury or death of a person
and one million dollars

{$1,000,000.00) for property damage.
A use fee will be established in each
case based upon the nature and extent
of the activities of the production
company and the U, T. System or
component institution property,
buildings, facilities, personnel, and
services that are required to
accommodate such activities. The use

fee must be paid in advance by a
certified or cashier’s check made
payable to the U. T. System or
component institution. If the
production company cancels a
scheduled_use, the deposit, less any
expense incurred by the U. T. System
or component institution in

preparation for such use, will be
refunded. :
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It is further recommended that the Regents’ Rules and Regula-
tions, Part Two, Chapter X, Section 9 regarding student union
facilities be amended as set forth below in congressional
style:

Sec. 9. Student Center and Student Union Facjilities.--
Rules and regulations for the establishment,
administration and operation of student center or
union facilities shall be promulgated by
administrative officials and the chief
administrative officer at the institution concerneqd,
provided that such rules and regulations shall not
be effective until approved by the appropriate
Executive Vice Chancellor for inclusion in the

institutional Handbook of Operating Procedures.
Rules and regqulations for the use of student center
or union facilities shall be consistent with the

provisions of the Regents’ Rules and Requlations,
Part One, Chapter VI, Section 6.

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

BACKGROUND INFO TION

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

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

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

c. Subsection 6.6 - rewritten to clarify
description of impermissible campus solic-
itations; to authorize additional acknowl-
edgements and advertisements at athletic
events; to allow display of advertising
and merchandise at certain athletic
events; to allow limited display and dem-
onstration of certain computer products
upon official invitation; to add new lan-
guage on distribution of certain publica-
tions; to delete redundant language at
Subdivision 6.62(a) concerning contract
approvals; to include "food service" in
addition to "cafeteria" within the permis-
sible commercial activities on campus; to
clarify the extent of permissible char-
itable solicitation by a qualified Sec-
tion 501(c) (3) entity; and to outline
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the parameters for raffles conducted by
a registered student organization as
authorized by House Bill 227, amending
Article 179(f) of Vernon’s Texas Civil

- Statutes, the Charitable Raffle Enabling
Act

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

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

The proposed amendment to Part Two, Chapter X, Section 9 adds

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

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

3. U. T. System: Recommendation to Amend the Requirement
that International Students Maintain Approved Comprehen-

sive Health Insurance or Coverage (Catalog Changes).--

RECOMMENDATION

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

a. Require international students holding
nonimmigrant visas and living in the
United States to maintain approved compre-
hensive health insurance or coverage while
enrolled at U. T. System component insti-

tutions, except as provided in item d.
below

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

J-2 visaholders. Further, authorize the
assessment of an incidental fee in the
amount of the appropriate premium for
“dependents of J-1 visaholders as required
by these federal regqulations and require
international students to immediately
notify the institution should there be a
lapse in approved alternative coverage

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

d. Except from the insurance requirement,

students from a bordering nation attending
a component institution in a county adija-

cent to the nation in which the student
legally resides

e. Authorize catalog changes for all com-
ponent institutions to make this
requirement effective with the Fall
Semester 1996 [199+4].

This item requires the concurrence of the Health Affairs
Committee.

BACKGROUND INFORMATION

The U. T. Board of Regents enacted a uniform requirement of
comprehensive health insurance or coverage for certain inter-
national students at its February 1994 meeting. Following
further review and experience with the requirement, the pro-
posed amendment is recommended to exclude certain citizens

of a bordering nation (Mexico) from the requirement if they
attend a U. T. component institution located in a county which
borders on Mexico (U. T. Brownsville, U. T. El Paso, and U. T.
Pan American).

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

If this recommendation is approved, the Minute Order will

reflect that the next appropriate catalogs published at the
respective institutions will conform to this action.
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4, U. T. Pan American: Request for Authorization to Estab-
lish a Master of Arts Degree in Criminal Justice and to

Submit the Proposed Degree Program_to the Coordinating
Board for Approval (Catalog Change).--

RECOMMENDATTON

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

A description of the degree program is included in the Back-
ground Information of this agenda itenm.

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

BACKGROUND TNFORMATION

Program Description

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

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

b. To prepare students for administrative and

management positions in federal, state, and
local criminal justice agencies

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

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

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

f. To provide a resource for federal, state, and
local criminal justice agencies in need of
assistance.
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All students will take a common core of courses plus desig-
nated electives. The proposed program has three options:

a thesis option, which requires thesis submittal to a Thesis
Committee; an applied project option, which requires project
submittal to an Applied Project Committee; and a non-thesis/
project option, which requires the student to take an addi-
tional six hours of courses from a list of available criminal
justice electives and graduate courses from other disciplines.
A final written examination is also required for all students.
Anticipated date for implementation of the program and admis-
sion of students is September 1996 or upon approval by the
Coordinating Board.

Need

Because the majority of U. T. Pan American students are bilin-
gual Hispanics, law enforcement agencies will find graduate
students in criminal justice particularly attractive candi-
dates for employment in the region. Being near the United
States/Mexico border, U. T. Pan American is ideally located
to address some of the problems associated with a binational
community and with the explosive population growth along the
border. According to the McAllen Chamber of Commerce,

7.1 million persons, including citizens of the United States
and Mexico, live within a 150-mile radius of McAllen. Yet,
while four other master’s degree programs in criminal justice
are available in Texas, there is a dearth of research about
the Mexican and South American criminal justice systems.
Research on the criminal justice systems of Mexico and South
America is expected to be conducted by both faculty and stu-
dents.

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

Quality

Students must be accepted by the U. T. Pan American Graduate
Scheool. Unconditional admission criteria include:

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

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

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

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

Cost

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

Summary

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

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

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

RECOMMENDATION

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

Upon approval by the Coordinating Board, the next appropriate

catalog published at U. T. Pan American will be amended to
reflect this action.
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BACKGROUND INFORMATION

Program Description

The proposed Master of Fine Arts with a Major in Art degree
program is a 60 semester credit hour program administered
by a graduate art coordinator in conjunction with a graduate
studies committee in the Department of Art at U. T. Pan
American. Thirty-three hours of studio courses, including
24 hours of concentration courses and nine hours of minor
courses, must be taken. Additionally, the student must take
twelve hours of art history courses, nine hours of core
courses/seminars, and six hours of electives. The proposed
program has been developed with the following educational
objectives: '

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

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

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

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

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

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

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

_ Need

While numerous Master of Fine Arts in Art and Master of Arts
in Art programs are offered in Texas, none are in the Rio
Grande Valley. Many students in this area of Texas cannot
afford to leave the area to pursue the master’s degree.
Since the Master of Fine Arts is considered the terminal
degree in studio art, this proposed program would enable
students to earn the necessary credentials for university-
level teaching and professional art careers as well as to
enhance their skills within their current positions. Addi-
tionally, because students will have the opportunity to
"explore the art of Mexico and because only one similar degree
program exists in Mexico, interest from Mexican nationals is
expected to be high. :
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In a survey of 122 undergraduate art majors, 87% indicated

an interest in pursuing a master’s degree. A survey of local
employers (primarily local school districts) indicated a
highly favorable response regarding the value added to their
business in particular (79%) and the Rio Grande Valley in
general (92%). From these surveys and other inquiries, annual
enrollment is expected to be between 12 and 15 students. The
proposed date for implementation of the program and admission
of students is Fall 1996, or upon approval by the Coordinating
Board. :

Quality

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

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

b. Submittal of a portfolio of slides of
recent works

c. Three letters of recommendation from
specified individuals

d. Submittal of a personal statement of
purpose.

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

Cost

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

Summary

U. T. Pan American is requesting authorization to establish

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

A copy of the proposal for the Master of Fine Arts degree with
a Major in Art is on file in the U. T. System Office of Aca-
demic Affairs. '
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6. U. T. Pan American: Request for Authorization to Estab-
lish a Master of Science Degree in Computer Science and
to Submit the Proposed Program to the Coordinating Board

for Approval (Catalog Change).--

RECOMMENDATION

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

Upon approval by the Coordinating Board, the next appropriate

catalog published at U. T. Pan American will be amended to
reflect this action.

BACKGROUND INFORMATION

Program Description

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

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

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

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

To be administered by the Department of Computer Science,

the proposed Master of Science in Computer Science is a

36 semester credit hour program consisting of 12 core credit
hours, 18 elective credit hours and six credit hours of proj-
ect work. A final examination and a six hour master’s project
are required of all students. Initial enrcllment of students
is planned for Fall 1996, or following Coordinating Board
approval. )

Need

The need for computing professionals continues to increase,
both regionally and nationwide. 1In Texas alone, the Texas
Employment Commission predicts that 36,050 new jobs will
occur between 1993 and the year 2000, an increase of 41.4%.
While 21 Texas universities offer a master’s degree in Com-
puter Science, the region served by U. T. Pan American, with
a population of 700,000, does not have a graduate program
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in computer science. U. T. Brownsville, U. T. Pan American,
South Texas Community College, and Texas State Technical
College offer undergraduate college courses in computer sci-
ence which require graduate-level training for their facul-
ties. Representatives of all of these programs have indicated
an unmet need for part-time and full-time faculty. Assuming
that graduate students would reflect the same ratio as under-
graduates, 85% would be Hispanic, and most would have a strong
commitment to the Rio Grande Valley.

Potential enrollment has been estimated based on current stu-
dents, past students with whom contact has been maintained,
and other prospective students who have inquired about such

a program. Based on this estimated demand, an initial cohort:
of ten students in the first year is expected, with an average
class size leveling out at the mid-twenties within five years.

Program Quality

Standard U. T. Pan American Graduate School admission criteria
would apply. For unconditional admission, applicants must
have a grade point average of 3.0 on a 4.0 scale, a score of
600 on the Test of English as a Foreign Language (if appli-
cable), three letters of recommendation, and proper under-
graduate preparatory work. Probationary admission will be
considered in certain circumstances. '

Because many students are expected to be employed full-time
off campus, at least one course per semester will be offered
at night, with other courses offered in the late afternoon.
Because this program could attract students from as far

as 60 miles away, the use of distance learning techniques,
including the Internet and videoconferencing, will be
explored. The program complies with the Association for
Computing Machinery curriculum guidelines.

Cost

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

Summary

U. T. Pan American is requesting authorization to establish

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

A copy of the proposal for the Master of Science degree in
Computer Science is on file in the U. T. System Office of
Academic Affairs. '

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

RECOMMENDATION

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

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

BACKGROUND INFORMATION:

Program Description.

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

Anticipated date for implementation of the program and admis-

sion of students is September 1997 or upon approval by the
Coordinating Board.
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Need

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

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

‘Quality

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

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

Cost

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

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

Summary

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

Arcopy of the proposal for the Master of Professional Accoun-
tancy degree is on file in the U. T. System Office of Academic
Affairs.
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HEALTH AFFAIRS COMMITTEE
Committee Chairman Loeffler

Date: February 8, 1996

Time: Following the meeting of the Academic Affairs
Committee
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Room 310, Geological Sciences Building
U. T. El1 Paso
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1. U. T. Southwestern Medical Center - Dallas (U. T. South-
western Medical School - Dallas): Recommendation for the
Establishment of (a) a Department of Molecular Biology
and Oncology and (b) a Department of Plastic Surgery and
to Submit the Proposals to the Coordinating Board for

Approval (Catalog Change) Effective September 1, 1996.--
RECOMMENDATION

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

a. Establish a Department of Molecular
Biology and Oncology

b. Establish a Department of Plastic Surgery.

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

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

BACKGROUND INFORMATION

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

Over the last three decades, the Department of Biochemistry
has grown to encompass a faculty of forty scientists who span
a broad spectrum of basic biomedical science. 1In spite of an
active search led by Nobel Laureate Al Gilman, M.D., the Chair
of the Department of Biochemistry has been vacant for four
years.

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

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

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

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

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

2. U. T. Health Science Center - San Antonio (U. T.
~ G.S5.B,S8. - San Antonio): Recommendation to Establish a
Department of Molecular Biomedical Sciences and to Submit
the Proposal to the Coordinating Board for Approval
(Catalegq Change).--

RECOMMENDATION

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

Upon approval by the Coordinating Board, the next appropriate

catalog published at the U. T. Health Science Center - San
Antonio will be amended to reflect this action.
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BACKGROUND INFORMATION

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

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

The Institute of Biotechnology has a total of $13.2 million

in committed federal and nonfederal grants for the next

3 to 5 years and currently receives an annual state appropria-
tion totaling $5.5 million. Therefore, it is anticipated that
no additional state funds would be required for the creation
of this new department.

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

3. U. T. Health Science Center - San Antonio (U. T. Nursing
School - _San Antonio): Recommendation for Authorization
for Course Offerings at Three Qutreach Sites and to
Submit the Proposals to the Coordinating Board for
Approval (Catalog Change).--

RECOMMEN ON

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

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

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

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

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

This item requires the concurrence of the Academic Affairs
Committee.

BACKGROUND TNFORMATION

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

The U. T. Nursing School - San Antonio (under the degree
granting authority of the U. T. G.S5.B.S. - San Antonio) has
been providing courses leading to the Master of Science in
Nursing (MSN), with a major in Medical Surgical Nursing, on
the campus of U. T. Brownsville since 1990 as part of a five-
year plan of program offerings to assist with the development
of advanced practice nurses in the Lower Rio Grande Valley.
To date there have been twenty Master of Science in Nursing
graduates. The program was scheduled to conclude with the
Summer of 1995. The present request is to extend the offer-
ings for three years, beginning with Fall 1996, and to offer
a major in Acute Nursing Care of the Adult for two complete
cycles of the MSN courses. The courses would be provided on
the campus of U. T. Brownsville through a combination of
interactive television and courses taught on the campus. It
is expected that approximately twenty students will enroll.

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

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

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

Costs for the program in Brownsville are projected at $119,507
for FY 1996 and $200,000 for FY 1997. The programs in Laredo
are projected to cost $109,100 for FY 1996 and $241,138 for

FY 1997. 1In Corpus Christi, the costs for the program are
projected at $142,563 for FY 1996 and $400,000 for FY 1997.
Funding would be provided through the 74th Texas Legislature
appropriation to the U. T. Health Science Center - San Antonio
for the South Texas/Border Region Health Professional Educa-
tion Initiative. The funding to date is for two years. It is
expected, however, that continuation funding will be provided
at least through FY 1998 and FY 1999, since the award is to
conduct academic programs which would take longer than two
years to make a reasonable regional impact.

Copies of the three proposals are on file in the U. T. System
Office of Health Affairs. '
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FACILITIES PLANNING AND CONSTRUCTICN COMMITTEE

Committee Chairman Temple

February 8, 1996

Following the meeting of the Health Affairs

Committee

Place: Room 310, Geological Sciences Building

U. T. El1 Paso

U. T. Arlington: Request for Authorization

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

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

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

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

U. T. Tyler: Authorization to Purchase

1.7 Acres of Land and Improvements Located at
3410 Varsity Drive, Tyler, Smith County, Texas
(University Place Retail Center); Submission
of the Purchase to the Coordinating Board;

Authorization to Complete the Shelled Space

and Renovate a Portion of the Project; Appro-
priation Therefor; Authorization to Execute
Documents; and Approval for Use of Revenue
Financing System Parity Debt, Receipt of Cer-
tificate, and Finding of Fact with Regard to
Financial Capacity '
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1. U. T, Arlington: Request for Authorization to Amend the

U. T. System FY 1996-2001 Capital Improvement Program to
Delete Bauder College Renovation and Environmental Center

Renovation and to Add Student Services/Registration
Building.--

RECOMMENDATION

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

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

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

BACKGROUND INFORMATION

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

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

CAPITAL IMPROVEMENT PROGRAM

1996-2001 Update

INDIVIDUAL PROJECT SUMMARY — MAJOR CONSTRUCTION PROJECTS

DATES
Name of Institution University of Texas at Arlington CIP Approval 2196
PROJECT Student Services/Registration Building Architect-Engineer Selection 10/06
OFPC Project Number Start Construction 68
Architect Anticipated Completion 1/00
Total Projected Expenditures
Source of Funds Project Prior
Cost Years FY 1996 FY997 FYisse FYime FY2000 FY2001
PUF BOND-Special Progam  § 2,857,000 $0 . $0 $269,000  $812,000 $1,776,000 § 0 50
Rev.Bond-Special Program 11,918,000 0 . 0 0 0 6,672,000 5,246,000 0
$14,775, 000 30 50 $269,000  $812,000 $B,448,000 $5,246,000 $0
DESCRIPTION

financial aid, counseling, lesling and career placement, busar operations, multicultural services and services for students with disabilities.

Conslruction of a 100,000 GSF facility which will allow student service functions to be housed in one building. This will include registration and admissions,



2. U. T. Arlington: Regquest to Appropriate $3,000,000 from
Revenue Financing System Bond Proceeds for the Campus
Information Technology Upgrade Project and Approval of
Use of Revenue Financing System Parity Debt, Receipt of
Certificate, and Finding of Fact with Regard to Financial
Capacity.--

RECOMMENDATION

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

The Chancellor also concurs in the recommendation of the
Executive Vice Chancellor for Academic Affairs, the Executive
Vice Chancellor for Business Affairs, and President Witt

that, in compliance with Section 5 of the Amended and Restated
Master Resolution Establishing The University of Texas System
Revenue Financing System, approved by the U. T. Board of
Regents on February 14, 1991, and amended on October 8, 1993,
and upon delivery of the Certificate of an Authorized Repre-
sentative as set out on Page FPCC - 6, the U. T. Board of
Regents resolves that:

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

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

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

d. This resclution satisfies the official
intent requirements set forth in Sec-
tion 1.150-2 of the U. S. Treasury Regu-
lations.
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BACKGROUND TNFORMATION

The 74th Texas Legislature authorized an increase in the
maximum general use fee to an amount not to exceed the level
of in-state undergraduate tuition. This initiative was in
response to the need to provide capital funding for Permanent
University Fund (PUF) institutions at a level at least equiva-
lent to HEAF institutions. For each of the Fiscal Years 1996
and 1997, the general use fee per semester credit hour will be
increased at U. T. Arlington, U. T. Austin, U. T. Dallas,

U. T. El Paso, U. T. Permian Basin, U. T. San Antonio, and

U. T. Tyler. With the exception of U. T. Austin, $1.55 of the
increase may be used directly for debt service for bonds to be
issued. For U. T. Arlington, the increase of $1.55 per semes-
ter credit hour will provide debt service for bond proceeds in
an amount of approximately $8,300,000 for each of the Fiscal
Years 1996 and 1997. In the 1996-2001 Capital Improvement
Program, U. T. Arlington identified $5,000,000 of projects,
which includes this project, to receive bond proceeds under
this program. With the issuance of this debt under the pro-
gram, the debt service coverage forecast is 1.26 times (see
Page FPCC - 7).
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE

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

amended.
ZZ;‘ :éfz%éiouﬁvﬂf"‘
_jZi__ day of 7 1996
| /

Vice Chancelllor for Finance

EXECUTED
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The University of Texas at Arlington
Campus Information and Technology Upgrade

Project Leyal - General Use Fee Budget FY 95 FY 96
Income 6,991 10,653
Tranafers other than debt service {2,941) {6,618)
4,050 4,035
Debt Service (3,210) {4,040)
Debt Service Coverage Before Transfers 2.18 2.64
Debt Service Coverage After Transfere 1.26 1.00

Campus Level: U.T. Arlington in million
Actual Foracast
FY 93 FY_9%4 FY 95 FY 96 FY 37 FY 98 FY 99 FY_00

Beg. Fund Balances 24.7 22.9 25.0 213.4 23.0 23.0 22.9 22.7
Total Current Revenues 134.3 143.3 143.6 159.8 166.4 177.3 185.2 194.1
Total Current Expenditures {126.1) {132.9) (137.6} (149.7) {155.9) (166,1) {173.6) {181.9)
Net Revenues 8.2 10.4 6.0 10.1 10.5 11.2 11.6 12.2
Debt Service (5.2) (5.0) (5.3) {7.0) (7.9) (8.6) (9.1} (9.7)
Other Man. Transfers 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Mand. Transfers (5.2) (5.0} {5.3) {7.0) (7.9) {(8.6) {(9.1) (92.7)
Non-Mand. Transfers {4.6) (2.6) (2.3) {2.4) (2.4) (2.5) {2.5) {(2.6)
Adjustments {0.2}) {0.7) 0.0 (1.1} {0.2}) {0.2}) (0.2) {0.1)
Net Inc./(Dec.) for Year {1.8) 2.1 (1.6) {0.4) 0.0 {0.1) (0.2) (0.2}
End. Fund Balances 22.9 25.0 23.4 23.0 23.0 22.9 22.7 22.5
|Debt Service Coverage 1.58 2.08 1.13 1.44 1.33 1.30 1.27 1.26

U.T. System in millions

Actual Forecast
FY 93 FY 94 FY 9% FY 96 FY 97 FY 98 FY 99 FY 00
Available Revenues 2,965.2 3,226.4 3,439.7 3,553.0 3,584.3 3,655.5 3,702.8 3,783.7
Operating Expenses (2,868.1} (3,033.6) (3,239.9) {3,419.5) (3,437.2) (3,482.4) (3,533.1) (3,594.2)
Net Available for Debt Service 97.1 192.8 199.8 133.5 147.1 173.1 169.7 189.5
Debt Service . (42.0) (43.3) (48.9) (76.0) (91.0) {101.0) (106.9) (113.1)
[Debt Service. Coverage 2.31 4.45 4.09 1.76 1.62

UTAR-FEB.XLS

1.71 1.59% 1.68



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

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

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

4, U. T. Austin: Consideration of Alternatives for the

Renovation and/or Expansion of Memorial Stadium and
Related Athletic Facilities.--

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

SUPPLEMENTAL MATERIAL

FEBRUARY 8, 1996

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

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive
Vice Chancellor for Academic Affairs, the Executive Vice
Chancellor for Business Affairs, and President Berdahl that

the U.

a.

T. Board of Regents:

Formally accept the Campus Master Plan for

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

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

new building in-fill opportunities.

Volume 2, The Architectural Guidelines, will
serve the needs of future project architects.
It specifically describes architectural
practices to guide future major building

and landscape projects and details the
opportunities for new building in-fill on
the campus.

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

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

. To return the core campus to the
pedestrian

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

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

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

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

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

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

BACKGROUND INFO TION

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

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

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

FEBRUARY 8, 1996

4, U. T. Austin: Consideration of Alternatives for the

Renovation and/or Expansion of Memorial Stadium and
Related Athletic Facilities.--

RECOMMENDATION

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

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

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

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

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

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

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

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

BACKGROUND INFORMATION

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

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

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

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

3. Possible lowering of the field and
replacement of turf

4. Extension of the seating toward the field

5. Relocation of the track to another site

6. Construction of a multistory building

(for improved athletic offices, academic
facilities, and historic collections) that
incorporates end zone seating in the North

end

7. Construction of sky boxes and a new press
box

8. Future expansion of seating
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S. Installation of state-of-the-art
scoreboard and graphics

10. Upgrade of all utilities and
infrastructure.

These projects are presented to the U. T. Board of Regents in
advance of the conclusion of the Memorial Stadium Master Plan
s0 that the schedule for completion ¢f near term and
intermediate projects emerging from this planning process can
be advanced in concert with the Campus Master Plan, also on
this agenda for consideration. The U. T. Board of Regents
will be presented with the completed Memorial Stadium Master
Plan, which will describe all the proposed projects and
scheduling, in Spring 1996. Presentation of the projects
described above at this time will permit substantial
renovation activity to be accomplished prior to the 1997 and
1998 football seasons. It will also allow the institution to
begin fund raising efforts in support of these various
projects.

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

The plan also allows for a logical sequencing of projects.
This sequencing will (1) address the most critical needs,

(2) generate the revenue to allow financing of many of the
improvements, and (3) be compatible with the U. T. Austin

Campus Master Plan.

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

Descriptions of near and intermediate-term projects and
funding sources covered by this item are shown on the attached
Pages FPCC - 8f through 81. Inclusion of these projects in
the Capital Improvement Program will permit the appointment of
appropriate architects and engineers and the expenditure of up
to 3% of the total project cost advanced from Auxiliary
Enterprise Balances for preliminary planning. Individual
projects will be presented to the U. T. Board of Regents at a
future date based on their appropriate sequencing, achievement
of fund raising requirements, and completion of preliminary
Plans.

FPCC - 8e



= 22dd

78

The University of Texas System
CAPITAL IMPROVEMENT PROGRAM
1996-2001 Update

INDIVIDUAL PROJECT SUMMARY — MAJOR CONSTRUCTION PROJECTS

DATES

Name of Institution University of Texas al Austin CIP Approval 8/95
PROJECT Memorial Stadium - Replacement Artificial Turf Architect-Engineer Selection 2/96
OFPC Project Number : Start Construction 3/96
Architect Anticipated Completion 7196

Total Projected Expenditures
Source of Funds Project Prior

Cost Years FY1998 FY1997 FY1998 FYised FY2000 FY2001
Aux Ent Balances 1,250,000 0 1,250,000 0 0 ] 0 0

© $1,260,000 $0 $1,260,000 s $0 s 5 $0

DESCRIPTION

This project consists of replacement of the adificial turf with a natural grass field.
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The University of Texas System
CAPITAL IMPROVEMENT PROGRAM
1996-2001 Update

INDIVIDUAL PROJECT SUMMARY — MAJOR CONSTRUCTION PROJECTS

DATES
Name of Institution Universitly of Texas at Austin CIP Approval 2/98
PROJECT Renovation/Sky Boxes - West Side Architect-Engineer Selection /96
OFPC Project Number Start Construction 1197
Architect Anticipated Completion 8/97
Total Projected Expenditures
Source of Funds Project Prioe
Cost Years FY1998 FY 1907 FY1888 FY1899 FY2000 FY2001
Rev. Bond Proc, 14,000,000 0 800,000 12,200,000 1,000,000 0 0 o
$14,000,000 $0 $800,000 $12,200,000 $1,000,000 $0 50 $0
DESCRIPTION

This project consists of renovation of the West side of Memorial Stadium; structural maintenance, restroom renovations, ADA compliance as well as

construction of sky boxes on both sides of the press room under the West upper deck. Revenue bond debt service to be paid from Men's Athletic

Department revenue.
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The University of Texas System

CAPITAL IMPROVEMENT PROGRAM

1996-2001 Update

INDIVIDUAL PROJECT SUMMARY —~ MAJOR CONSTRUCTION PROJECTS

DATES

Name of Institution University of Texas at Austin CIP Approval _ 2/98
PROJECT Artificial Turf Practice Field Architect-Engineer Selection 3/96
OFPC Project Number Start Construction 3/96
Architect Anticipated Completion 9/96

Total Projected Expenditures
Source of Funds Project Prios

Cost Years FY1998 FY1887 FY1998 FY1909 FY2000 FY2001
Gifts and Grants 1,200,000 o 1,200,000 0 ] ] 0 0

$1,200,000 $0 $1,200,000 $0 $0 $0 $0 $0

DESCRIPTION

also include lighting for both the grass and artificial turf practice fields as well as the women's soccer field.

Construction of an anificial Wurf practice field for use by the football team as well as Longhom Band rehearsal and other athletic activities. This project will



- J0dd

18

The University of Texas System
CAPITAL IMPROVEMENT PROGRAM
1996-2001 Update

INDIVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCTION PROJECTS

DATES
Name of Institution University of Texas at Austin CIP Approval 298
PROJECT _Expansion of Neuhaus/Royal Architect-Engineer Selection /96
OFPC Project Number Start Construction 1197
Architect Anticipated Completion 7/98
Total Projacted Expenditures
Source of Funds Project Prior
Coat Years FY1S FY1997 Frisss FY1999 FY2000 FY2001
Gifts snd Grants 8,000,000 0 200,000 3,200,000 4,600,000 ] ] 0
$8,000,000 0 $200,000 $3,200,000 $4,600,000 0 %0 L

DESCRIPTION
A 42,000 sq. fi. expansion of this facility to provide additional showers, equipment, meeting rooms, laundry, locker rooms, offices for coaches and players in

football as well as physical rehabilitation, sports medicine, and strength training facilities for all men’s and women's intercollegiate athletic sports.

PN



The University of Texas System
CAPITAL IMPROVEMENT PROGRAM
1996-2001 Update

INDIVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCTION PROJECTS

fg - Dodid

DATES

Name of Institution University of Texas at Austin CIP Approval 2/96
PROJECT Track/Soccer Stadium & Parking Garage Architect-Engineer Selection 4/96
OFPC Project Number Start Construction 6/97
Architect Anticipated Completion 10/98

Total Projected Expenditures
Source of Funds Project Prior

Cost Years FY1998 FY1997 FY1898 FY1989 FY2000 FY2001
Gifts and Grants 5,400,000 0 o - 366,000 2,474,000 2,560,000 0 0
Rev. Bond Proc. 7,000,000 o o 474,000 6,526,000 0 c o

$12,400,000 50 %0 $840,000 $9,000,000 $2,5660,000 $0 $0

DESCRIPTION
Construction of a combined soccer/irack stadium on top of a parking garage with a capacity of up to 1,000 vehicles. Revenue bond debt service will be paid
from parking structure use fees.
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The University of Texas System
CAPITAL IMPROVEMENT PROGRAM
1996-2001 Update

INDIVIDUAL PROJECT SUMMARY — MAJOR CONSTRUCTION PROJECTS

DAYES
Name of Institution University of Texas at Austin CIP Approval 2/96
PROJECT East Side Renovation/Upper Deck : Architect-Engineer Selection 7/98
OFPC Project Number Start Construction 7/97
Architect Anticipated Completion 8/98
Total Projected Expenditures
Saurce of Funds Project Prior
Cost Years FY1996 FY 1397 FY1s98 FY1999 FY2000 FY2001
Rev. Bond Proc. 32,000,000 0 600,000 9,800,000 18,000,000 3,600,000 0 ]
$32,000,000 $0 $600,000 $9,800,000 $18,000,000 $3,600,000 $0 30
DESCRIPTION

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

Athletic Department revenue,
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The University of Texas System
CAPITAL IMPROVEMENT PROGRAM
1996-2001 Update

INDIVIDUAL PROJECT SUMMARY - MAJOR CONSTRUCTION PROJECTS

DATES

Name of Institution University of Texas at Austin CIP Approval 2/96
PROJECT Lower Football Field/Addition of Seating Architect-Engineer Selection 1187
OFPC Project Number Start Construction 11797
Architect Anticipated Completion 8/98

Total Projected Expenditures
Source of Funds Project Prior

Cost Years FY1998 FY1997 FYisss FY1899 FY2000 FY2001
Aux Ent Balances 500,000 o o 125,000 375,000 0 0 o
Rev. Bond Proc. 2,000,000 0 0 0 2,000,000 0 0 0

$2,500,000 $0 $0 $126,000 $2,378,000 w $0 $0

DESCRIPTION

Lowering of the existing field and removal of the track to provide approximately 1,500 additional seats. Revenue bond debt service will be paid with Men's

Athletic Department revenue.



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

Capacity.=--

RECOMMENDATTON

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

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

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

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

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

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

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

The Chancellor also concurs in the recommendation of the
Executive Vice Chancellor for Academic Affairs, the Executive
Vice Chancellor for Business Affairs, and President Hamm that,
in compliance with Section 5 of the Amended and Restated
Master Resoclution Establishing The University of Texas System
Revenue Financing System, adopted by the U. T. Board of
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Regents on February 14, 1991, and amended on October 8, 1993,
and upon delivery of the Certificate of an Authorized Repre-
sentative as set out on Page FPCC - 13, the U. T. Board of
Regents resolves that:

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

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

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

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

BACKGROUND INFORMATION

The 74th Texas Legislature authorized an increase in the
maximum general use fee to an amount not to exceed the level
of in-state undergraduate tuition. This initiative was in
response to the need to provide capital funding for Permanent
University Fund (PUF) institutions at a level at least equiva-
lent to HEAF institutions. For each of the Fiscal Years 1996
and 1997, the general use fee per semester credit hour will

be increased at U. T. Arlington, U. T. Austin, U. T. Dallas,
U. T. E1 Paso, U. T. Permian Basin, U. T. San Antonio, and

U. T. Tyler. With the exception of U. T. Austin, $1.55 of the
increase may be used directly for debt service for bonds to be
issued. For U. T. Tyler, the increase of $1.55 per semester
credit hour will provide debt service for bond proceeds in

an amount of approximately $1,240,000 for each of the Fiscal
Years 1996 and 1997. With the issuance of this debt under the
program, the debt service coverage forecast is 1.17 times (see
Page FPCC - 14).

The University of Texas at Tyler Educational Foundation, Inc.
purchased the University Place Retail Center and executed

a Master Lease agreement with the U. T. Board of Regents
including an option for the U. T. Board of Regents to pur-
chase the property at any time during the first 36 months

of the lease for the full $300,000 purchase price plus clos-
ing costs.
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Immediate action to acquire this property will result in
optimal benefit to U. T. Tyler. The property includes
74,008 sguare feet of land, a building containing

17,500 assignable square feet, of which approximately
one-half is shelled space without flooring, and a paved
parking area which will accommodate at least 91 vehicles.
Funds for acquisition are from General Use Fee balances.

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

Approval of this item will amend the U. T. System FY 1996-2001
Capital Improvement Program to include a project for purchase
and renovation of University Place Retail Center as shown on
Page FPCC - 12.
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The University of Texas System
CAPITAL IMPROVEMENT PROGRAM
1996-2001 Update

INDIVIDUAL PROJECT SUMMARY — MAJOR CONSTRUCTION PROJECTS

DATES

Name of Institution University of Texas at Tyler CIP Approval 2/96
PROJECT Purchase & Renovation of Univ Place Retail Ctr Architect-Engineer Selection 6/06
OFPC Project Number Start Construction 1/97
Architect _ Anticipated Completion 8/97

Totsl Projected Expendituraes
Source of Funds Project Priof .

Cost Years FY1a08 FY1987 FYisss FY 1809 FY2000 FY2001
Rev.Bond-Special Program 580,000 (1] 50,000 $30,000 0 1] 0 0
Gen. Fes Balances 300,000 0 300,000 0 0 0 0 0

$280,000 " $360,000 $830,000 s $0 $0 0

DESCRIPTION

Purchase of the University Place Retail Center and compietion of shelled space. The Retail Center purchase consists of 74,008 sq. ft. of land, a 17,500 GSF-

building and a paved parking area which will accommodate approximately 81 vehicles. U. T. Tyler plans to finish outl the shelled space, approximately 8,750
sq. ft. for support of the developing engineenng program.
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE

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

EXECUTED this _{3___ day of i&m‘?_, 1996

Vice Chandellor for Finance
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The University of Texas at Tyler
University Place Retail Center

roject Level - Genaral U ot { ousands FY 95 FY 96

Income 1,008 1,488
Tranefers other than debt aservice (60) (316)

A 948 1,172
Debt Service {133) {257)
Debt Service Coverage Before Transfers 7.58 5.79
Debt Service Coverage After Transfers ' 7.12 4.56
|

ampus vel: U.T. O . .
Actual - Forecast
Y 93 EXY 94 EX 95 FY 96 EY 97 FY 98 FY 99 EY 00
Beg. Fund Balances 1.3 0.5 (0.0) (0.1) {0.0) 0.2 0.4 0.6
Total Current Revenues : 16.3 19.1 19.5 22.1 21.6 22.1 22.17 23.0
Total Current Expenditures {16.3}) {18.8) {19.3) f21.3) (20.4) {20.8) (21.3) {21.6})
Net Revenues 0.0 0.3 0.2 0.8 1.2 1.3 1.4 1.4
Debt Service {(0.1) (0.2) {0.3)} (0.5} {1.0) {(1.1) {(1.2) (1.2)
Other Man. Transiers 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Mand. Transfers {0.1) (0.2) {0.3) (C.5) (1.0) {1.1) {(1.2) (1-2)
Non-Mand. Transfers (0.6) {0.5) 0.0 a.c¢ 0.0 0.0 0.0 0.0
Adjustments {0.1) {0.1) 2.0 (0.2] 0.0 0.0 0.0 0.0
Net Inc./(Dec.) for Year (0.8) {C.5) (0.1) 0.1 0.2 0.2 0.2 0.2
End. Fund Balances 0.5 (0.0) (0.1) {0.0) 0.2 0.4 0.6 0.8
lDebt Service Coverage , 0.00 1.50 0.67 1.60 1.20 1.18 1.17 1.17
- __________________
u.T. tem in millions
Actual . Forecast

‘ FY 93 FY 94 FY 95§ FY 96 FY 97 FY 98 FY 99 FY 00
Available Revenues 2,965.2 3,226.4 3,435%.7 3,553.0 3,584.3 3,655.5 3,702.8 3,783.7
Operating -Expenses {2,868.1). (3,033.6) (3,239.9) (3,419.5) (3,437.2) (3,482.4) {3,533.1) {3,594.2)
Net Available for Debt Service 97.1 192.8 199.8 133.5 147.1 173.1 169.7 189.5
Debt Service (42.0) (43.3) (48.9) (76.0) {91.0) (101.0) (106.9) (113.1)

[Debt service coverage 2.31 4.45 4.09 _1.76 1.62 1.71 1.59 1.68
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I. PERMANENT UNIVERSITY FUND

Summary Investment Repcrt at vaember 30, 1995,—--

PERMANENT UNIVERBITY FUND ¢
SUMMARY REPORT
($ millions)

FY94~-95 FY95-96

Full Year lst Qtr

Beginning Market Value 4,428.0 4,958.5

PUF Lands Receipts @ 57.1 16.4

.Investment Income 249.5 64.6

E Investment Income Distributed ' (249.5) (64.6)

0o Realized Gains (Losses) 105.5 46.3

! Change in Unrealized Gains (Losses) 367.9 132.5

N Ending Market Value 4,958.5 5,153.7
AUF Income

Investment Income 249.5 64.6

Surface Income 3.6 .3

Other Income 0.3 .1

Total 253.4 65,0

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

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

Summary Investment Report at November 30, 1995,--

Beginning Net Assets
Contributions
Investment Return
Expenses
Distributions

Ending Net Assets

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

Distribution Rate per Unit

LONG TERM FUND
SUMMARY REPORT
($ millions)

FY94-95
_Full Year
1,226.3
202.3
201.5
(2.8)

(68.5)
1,558.8

3.661
425,751,253

0.175

FY35-96

. 1st Qtr

1,558.8
19.6
69.7
(0.7)

(18.9)
1,628.5

3.778

431,062,475

0.04375
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ITI. GIFTS, TRUSTS AND ESTATES

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

ACCEPTANCE OF GIFTS HELD BY BOARD

ASSET TYPES

1.
# ALL
ITEMS COMPONENT INSTITUTION
35 U. T. Austin
2 U. T. Dallas
2 U. T. El Paso
1 U, T. Permian Basin
4 U. T. Tyler
9 U. T. SWMC-Dallas
8 U. T. M.B.-Galveston
4 UTHSC-Houston
1 UTHSC-San Antonio
66 TOTAL

REAL _ MATCHING

CASH SECURITIES ESTATE PLEDGES OTHER  TRANSFERS FUNDS TOTAL VALUE
$1,156,327 $ 29,558 - $850,715  ——= $ 25,000 $152,634 * $2,061,600
550,000 -— - 50,000 ~—— — - 600, 000
115,328 - -_— - -— -—- - 115,328
10,000 - _— -— - — -— 10,000
47,500 26,046 -— 12,500 --- -— -— 86,046
435,250 314,062 -_— -— -— 839 650,000 & 750,151
2,002,000 - - 8,000 --- 1,140,000 -— 3,150,000
193,856 — _— 70,243  =-—- 21,012 -— 285,111
$4,510,261 $369,666 -— $991,458 --- $1,186,851 $802,634 * $7,058,236

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

NOTE:

Compiled by COffice of Development and External Relations

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

1995.




& - OW¥Y

COMPONENT INSTITUTION

Austin

Dallas

El Paso
Permian Basin
Tyler
SWMC-Dallas

T. M.B.-Galveston
UTHSC-Houston
UTHSC-San Antonio
TOTAL

cesgeggac
H A 4 349 4 3

CLABSIFICATION OF GIFTS AND OTHER ACTIONS

CHARITABLE POOLED HELD IN
REMAINDER INCOME REMAINDER TRUST BY
ENDOWMENTS TRUSTS FUND INTERESTS OTHERS
33 -— — —- 4
2 o — —- —
2 - _— _— _—
1 — — o —
s o —_ - -
8 —- — _— 1
8 — —_— - —
4 . — — —_
1 — - - —_
63 ——- — — 5




PURPOSES OF GIFTES HELD BY BOARD AND OTHERS

ENDOWMENT
DIST. DIST. FACULTY GRADUATE - CURRENT OTHER
COMPONENT INSTITUTION CHATR CHATR PROF’SHIP PROF’/SHIP FELL’SHIP FELL’SHIP SCHOLARSHIP OTHER PURPOSE PURPOSE
U. T. Austin — --- - -— 1 1 17 1 - 2
U. T. Dallas -——= - -——- 1 -—= -— 1 - - -
U. T. El1 Paso -— - -— 1 -— -—- 1 -—- ——- -—
U. T. Permian Basin - - -—— - -— — 1 - —— -——
E U. T. Tyler _ -—- —-— - -— -——- —— 4 —— - -——
0 U. T. SWMC-Dallas 1 - 1 4 —-—— - -——- -——— - -—-
! U. T. M.B.-Galveston 5 -—- 1 - -—= -— - 1 —— -
® UTHSC-Houston -— -—- 1 -—- -—- -—- 2 - - -—-
UTHSC-San Antonio -—— -—— 1 -—— - —— —— -—— -— -—
TOTAL 6 -—- 4 6 1 1 26 2 -—- 2

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

ESTABLISH REDESIGNATE OTHER DISSOLVE APPROVE/ALLOCATE

COMPONENT INSTITUTION ENDOWMENT ENDOWMENT LEVEL REDESIGNATION ENDOWMENT MATCHING
U. T. Austin 19 i 13 —_——— 1
U. T. Dallas 2 - - _ I
U. T. El1 Paso 2 - —— —_—— -——
U. T. Permian Basin 1 - -_— —_— -_—
U. T. Tyler 4 - —_—— - —_—
U. T. SWMC-Dallas 6 - -——- 3 [
U. T. M.B.-Galveston 2 5 1 -—- 2
UTHSC-Houston 3 1 -— - 1
UTHSC-San Antonio e 1 - —_— _—

TOTAL 39 7 14 3 9

ACCEPT

TRUSTEESHIP

OTHER




COMPARATIVE BUMMARY OF GIFTS ACCEPTED VIA THE OFFICIAL ADMINISTRATIVE PROCESS

FISCAL YEAR 1996

COMPONENT INSTITUTION FSEnggiR 2/1/95 to 11/30/95
U. T. Arlington $ 476,474 -—-
U. T. Austin ' 11,154,914 $ 2,061,600
U. T. Brownsville 220,000 | -—-
U. T. Dallas 10,578 600,000
U. T. El Paso 854,886 115,328
B U. T. Pan American 524,267 -—
? U. T. Permian Basin 567,500 10,000
00 U. T. San Antonio 150,300 -—
U. T. Tyler 365,000 : 86,046
U. T. SWMC-Dallas 4,999,190 750,151
U. T. M.B.-Galveston 3,795,794 3,150,000
UTHSC-Houston 1,068,967 285,111
UTHSC-San Antonio 273,834 -
UTMDACC 1,230,048 -
U. T. HC-Tyler 748,608 -—

TOTAL ~ $ 26,440,360 $ 7,058,236
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2. U. T. Austin: Recommendation to Accept Bequest from the
Estate of Hazel H. Ransom, Austin, Texas, to Establish
the Harry Huntt Ransom Chair and to Establish and Desig-
nate Use of the Harry Huntt Ransom General Endowment Fund
for the Harry Ransom Humanities Research Center.--

RECOMMENDATION

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

Oof the bequest, $500,000 will be used to establish the Harry
Huntt Ransom Chair. Distributions from the endowment will be
used to support the Chair in accordance with the terms of

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

BACKGROUND INFORMATION

Mrs. Hazel H. Ransom and her husband, Dr. Harry Huntt Ransomn,
were very generous supporters of several components of the

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

OTHER MATTERS

U. T. Board of Regents: Proposed Adoption of Resolutions

Approving Investment Management Services Agreement with The
University of Texas Investment Management Company, Approving

Certain Terms Precedent to the Execution of the Contract,
Approval of Related Amendments to the Regents’ Rules and
Regulations, and Authorizing the Chajrman of the Board of
Regents and the Chancellor to Carry QOut the Transactions

Contemplated by the Resolutions.--

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

AMC - 9




ASSET MANAGEMENT COMMITTEE
SUPPLEMENTAL MATERIAL

FEBRUARY 8, 1996

IV. Other Matters

U. T. Board of Regents: Proposed Adoption of Resclutions
Approving Investment Mapagement Services Agreement with
The University of Texas Investmepnt Management Company,
Approving Certain Terms Precedent to the Exegution of the
Contract, Approval of Related Amendments to the Regentg’
Rules and Regulationsg, and Authorizing the Chairman of
the Board of Recsents and the Chancelleor tc Carry Qut the
Transactions Contemplated by the Resolutions.--

RECOMMENDATTON

The Chancellor, the Vice Chancellor for Agsset Management,
and the Asset Management Committee concur in the
recommendation that the U. T. Board cf Regents (the
"Board") adopt the following resclutions:

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

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

FURTHER RESOLVED, that the Board hereby approves the
articles of incorporation and bylaws of UTIMCO attached
to the Agreement as Exhibits H and I, respectively;

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

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

FURTHER RESOLVED, that the amendments t¢ Regents’ Rules

and Regqulations as presented in Exhibit C hereto are
approved;

urimco\mgmnccol . ame AMC



FURTHER RESOLVED, that the U. T. System is authorized and
empowered to enter into an office lease agreement, a
furniture lease agreement, an information systems
services agreement and other services agreements with
UTIMCC as required and the Chancellor is hereby
authcrized and directed, for and on behalf of the U. T.
System, to sign such agreements, in each case with such
negotiated revisions, amendments and meodifications as he
determines are in the best interests of the U. T. System,
such determination to be cocnclusively evidenced by his
execution of any such agreement, and the Executive
Secretary of the Board is hereby authorized and directed,
for and on behalf of the Board, to attest and seal such
agreements;

FURTHER RESOLVED, that the agsignment cf all inwvestment
management, brokerage, custodian and other contracts for
investment management services to UTIMCQ, as the
succesgsor entity to the Office of Asset Management are
approved;

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

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

BACKCGROUND TNFORMATTION

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

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

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

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

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

II. that the Board approve:

A. the articles of incorporation and by-laws of
the corporation and any amendments thereto

B. the investment policies of the corporatiocn,
including amendments thersto

c. the audit and ethics committee of the
corporation, and

D. the code of ethicg of the corporation;

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

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

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

The proposed Investment Management Services Agresement
(Exhibit A) appoints UTIMCO as the Board’s investment
manager with complete authority to act for the Becard in
the investment of all funds currently managed by the
Office of Asset Management. The Agreement also defines
the investment management services to be provided by
UTIMCO and imposes a fiduciary duty on the company in
performing its services. It provides for the safekesping
of investments with the current custodian, Mellon Trust,
Pittsburgh, Pennsylvania and the assessment of four fees:
1} a one-time organizational fee in an amount not to
exceed $250,000 with which to fund expenses incurred in
organizing UTIMCO, 2) a one-time working capital fee
equal to $500,000 to be used by UTIMCO as a working
capital reserve, 3} a one-time equipment fee in the form
of an in-kind transfer of certain office equipment
currently used by the Office of Asset Management and
listed in Exhibit F with an egtimated boock value of
$631,000 and 4) an annual management fee fer the current
fiscal year at an annualized rate of $4,530,602 or
approximacely .05% of the market value as of August 31,
1395 of funds to be managed by UTIMCO, as presented in
Exhibit @, The Agreement also authorizes UTIMCO to charge
each fund under management for the direct expenses
incurred for portfolic management, custody, auditing and
other services performed by external vendors for each
fund. Furthermore, the Agreement indemnifies UTIMCO and
its directors, employees and other agents te the fullest
extent permitted by applicable law. Finally, it
prohibits self dealing and service to other clients and
allows the U. T. Board to terminate the Agreement by
written notice to UTIMCO subject to reasonable allowance
for settlement of pending trades.

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

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

Long Term Fund (Exhibit B): The proposed policy statement

contains no policy changes per ge. Amendments relate to
the subgtitution of UTIMCO for Office of Asset Management
where appropriate and standardization of definitions with
the PUF policy.

Operating Funds Investment Policy Statement (Exhibit C}:
Amended to gsubstitute UTIMCO for Office of Asset

Management .
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Short/Intermediate Term Fund Information Memorandum
(Exhibit D}: Amended to reflect the dissolution cf the
Fund Advisory Board, incorporation of a pre-approved
section regarding derivatives guidelines, and
substitution of UTIMCC for Cffice of Asset Management.

Brivate Invegtment Policy Statement (RExhibitc E):
Recognize the substitution of UTIMCO and the UTIMCO Board
for the Asset Management Committee and revision cf
valuation policy to conform to industry standards.

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

UTIMCO will enter into an agreement with the U. T. S3ystem
to lease 12,565 sq. ft. on CTJ2 and CTJ3 and 40 parking
spaces for employees and visitors at an initial annual
rate of $197,700. UTIMCO will receive a tenant’'s
improvements allowance of $155,000. UTIMCO also will
enter into an information systems support contract with
the U. T. System until such time as it can support its
own informaticn technologies.

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

and Regqulations.

Adcption of the recommended resclutions Lo ¢reate a new
investment governance and management structure will
strengthen the U. T. Board’'s ability to fulfill its
fiduciary responsibility and to generate investment
returns egual to or in excess of peer universities,
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Exhibit A

INVESTMENT MANAGEMENT SERVICES AGREEMENT

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

. RECITALS

WHEREAS, the U.T. Board, pursuant to the Constitution and statutes of the State of Texas, 1s
responsible for the investment of the Permanent University Fund, the local and institutional funds
of the U.T. System and the funds of various trusts and foundations for which it serves as trustee, all
of which funds are under the control and management of the U.T. Board; and

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

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

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

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

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

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

{4y20264\ni91 83 6000nv-mg5.age
01/25/96 (10:12am}



AGREEMENT

Section 1. Definitions.

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

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

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

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

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

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

Investment Policies shall mean the written investment policies relating to the PUF, the L'TF,
the SIF, the S/ITF and the STF attached hereto as Exhibits A-E, as the same may be amended
from time to time by UTIMCO with the consent and approval of the U.T. Board.

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

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

Permanent University Fund ot PUF shall mean the constitutional fund known by that name
and established pursuant to Article VII, Section 11 of the Texas Constitution.

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

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

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

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

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

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

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

Section 2. Delegation of Investment Authority.

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

Section 3. Description of Investment Management Services.

-During the term of this Agreement, UTIMCO shall provide the following services in conjunction

with the investment of the Accounts:

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

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

c) Investment Performance:
UTIMCO shall monitor and report on investment performance for the PUF and U.T. Board

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

~d) Operations:

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

e) Books and Records:

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

f) Other Services:

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

Section 4. Investment Manager as Fiduciary.

UTIMCO acknowledges that it will be acting as a fiduciary with respect to managing the
investments of the Accounts and that, subject to the Investment Policies and applicable law, 1t will
exercise the judgment and care under the circumstances then prevailing that persons of ordinary
prudence, discretion and intelligence exercise in the management of their own affairs, not in regard
to speculation but in regard to the permanent disposition of their funds, considering the probable
income as well as the probable safety of their capital. The U.T. Board recognizes that all investment
transactions involve a variety of significant potential risks, including, without limitation, market risk,
liquidity risk, credit risk, cash flow risk, operational risk and counterparty risk. The U.T. Board
agrees that (i) UTIMCO will not be liable for any losses incurred in the Accounts as a result of
investments made pursuant to the Investment Policies, and (ii) UTIMCO will not be liable for
actions of co-fiduciaries. The Board also acknowledges that UTIMCO shall not be Lable for, and,
to.the fullest extent authorized by the Constitution and laws of the State of Texas, agrees to hold
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UTIMCO harmless from the consequences of any action taken or omitted to be taken by the U.T.
System or any of its employees or agents prior to the Effective Date of this Agreement.

Section 5. Custody of Assets.

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

Section 6. Use of Unaffiliated Investment Managers.

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

Section 7. Investment Management Fees; Direct Expenses.

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

a) Organizational Fee:
On the Effective Date, the U.T. Board shall pay UTIMCO the sum of $250,000 as

reimbursement for expenses incurred in organizing UTIMCO to provide the investment
management services required herein. Any excess funds remaining after payment of all
actual organizational expenses shall be rebated back to the U.T. Board.

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

c) In-Kind Transfer of Office Equipment:
On the Effective Date, the U.T. Board shall transfer title to certain equipment currently used

by the Office of Asset Management of the U.T. System listed on Exhibit F hereto with an
estimated book value of $631,000.
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d)

Annual Management Fee: _
At least sixty (60) days prior to August 31 of each year, UTIMCO shall submit to the U.T.

Board its proposed annual fee for the following fiscal year (an "Annual Fee"). The Annual
Fee shall be based on UTIMCO's annual budget which shall include all operating expenses
associated with the general management of the Accounts, including, without limitation,
salaries, benefits and performance compensation of portfolio management and support
personnel (to the extent that same are not budgeted for payment from the Q.E.LE.), expenses
for consulting services, office space lease expenses, office furniture and equipment expenses,

professional, legal, payroll and other general services expenses, travel, insurance, capital -

expenditures, and other miscellaneous expenses incurred by UTIMCO in connection with
the performance of its obligations hereunder.

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

On or before the first day of each fiscal quarter, UTIMCO shall be entitled to charge each
Account with its allocable share (determined in accordance with the allocation formula then
in effect) of one-fourth of the amount of the Annual Fee to pay UTIMCO's operating

expenses for the succeeding fiscal quarter; provided, that following an audit of UTIMCO's

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

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

€) Performance Compensation:
In addition to the fees provided for above, the U.T. Board shall pay to UTIMCO from the

Q.E.LE. the amount of performance compensation actually awarded to UTIMCO staff,
subject to the maximum amount of such compensation budgeted for payment from the
Q.E.LE. pursuant to UTIMCQO’s annual budget. Amounts distributed from the Q.E.L.E. in any
given year in excess of amounts paid to UTIMCO shall be reinvested and shall be available
for future payment to UTIMCO pursuant to this subsection (e).

Section 8. Brokerage Commissions.

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

Section 9. Valuation of Account Assets.
For the purposes of reporting the valuation of each Account, the market value of the securities
(including cash and short term equivalents) settled in the Account shall be determined as of the close
of business on the last business day of each fiscal quarter by the Custodian.
Section 10. Representations and Warranties of Parties.

U.T. Board.

A. The U.T. Board (a) is duly established and validly existing under the laws of the

State of Texas and is an agency of the State of Texas, (b) has all power and authority
and all material government licenses, authorizations, consents and approvals required
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" to carry on its business as now conducted, and (c) has full power and authority to

execute, deliver and perform this Agreement.

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

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

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

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

The U.T. Board has approved and does hereby approve:

(1) the Articles of Incorporation and Bylaws of UTIMCO attached as Exhibits
H and [, respectively;

(2) the Investment Policies;

3 the audit and ethics committee of UTIMCO, the members of which are listed
on Exhibit ] ; and

(4) the Code of Ethics of UTIMCO attached as Exhibit K.

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

UTIMCO.

A.

UTIMCO (a) is duly organized and validly existing as a Texas non-profit corporation
under the laws of the State of Texas, particularly the Texas Non-Profit Corporation
Act, Article 1396-1.01 et seq., Vernon's Texas Civil Statutes, (b) has all corporate
power and authority and all material government licenses, authorizations, consents

FA0Z64wniS 1 3\36000\nv-mglS.agr

01/25/96 (10:12am)



Section 10.

and appfovals required to carry on its business as now conducted, and (¢} has full
power and authority to execute, deliver and perform this Agreement.

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

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

This Agreement constitutes a valid and binding agreement of UTIMCO. .

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

Prohibition Against Self-Dealing.

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

A.

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

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

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

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

For purposes of this Section, a person has an interest in a business entity if (i) the person owns five
percent or more of the voting stock or shares of the business entity; (ii) the person owns five percent
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or more of the fair market value of the business entity; or (iii) money received by the person from
the business entity exceeds five percent of the person's gross income for the preceding calendar year.
Any agreement or transaction entered into in violation of this Section 10 is void.

Section 11.  Prohibition Against Service to Other Clients.

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

Section 12. Investment Company Act.

UTIMCO shall not be required to register as an “investment compariy” under the investment
Company Act of 1940, as amended.

Section 13. Termination.

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

Section 14. Amendments.
No amendment hereto shall be effective unless executed in the same manner as this Agreement.
Section 15. Notices.

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

To U.T. Board: :
Board of Regents of The University of Texas System
Attn: Executive Secretary
201 West Seventh Street
Austin, Texas 78701
Tel. (512) 499-4402
Fax. (512) 499-4425
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To UTIMCO:
The University of Texas Investment Management Company
Attn: President
210 West Sixth St. - 2nd Floor
Austin, Texas 78701
Tel. (512) 499-4337
Fax. (512) 499-4365

Section 16. Non-Assignability.

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

Section 17. No Waiver of Breach.

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

Section 18. Indemnification.

a) Agreements to Indemnify:
To the fullest extent authorized by the Constitution and laws of the State of Texas, the U.T.

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

b) Reimbursement:
Each Indemnified Party shall reimburse the U.T. Board for payments made by the U.T.
Board pursuant to this Section to the extent of any proceeds, net of all expenses of collection,
actually received by it from any insurance with respect to any Loss. At the request and
expense of the U.T. Board, each Indemnified Party shall have the duty to claim any such
insurance proceeds and such Indemnified Party shall assign its rights to such proceeds, to the
extent of such required reimbursement, to the U.T. Board.
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d)

Notice:

In case any Claim shall be brought or, to the knowledge of any Indemnified Party, threatened
against any Indemnified Party in respect of which indemnity may be sought against the U.T.
Board, such Indemnified Party shall promptly notify the U.T. Board in writing; provided,
however, that any failure so to notify shall not relieve the U.T. Board of its obligations under
this Section.

Defense:

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

Cooperation; Settlement:

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

Survival; Right to Enforce:

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

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

Section 20.  Entire Agreement; Miscellaneous.

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

Section 21. Governing Law.

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

BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM

Date: By:
' Bernard Rapoport
Chairman
ATTEST:
Arthur H. Dilly

Executive Secretary

THE UNIVERSITY OF TEXAS
INVESTMENT MANAGEMENT COMPANY,
a Texas non-profit corporation

Date: By:
Thomas G. Ricks
President

E\I0264wn19 1336000 inv-mgts . agr
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PERMANENT UNIVERSITY FUND

INVESTMENT POLICY

Background

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

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

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

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

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

Second, following a 2/3rds and 1/3rd allocation of distributed PUF income (net of administrative
expenses) to the U. T. System and Texas A&M University System, expenditures for debt service
on PUF bonds. Article VII of the Texas Constitution authorizes the U. T. Board and the TAMU
Board to issue bonds payable from their respective interests in distributed PUF income to finance
permanent improvements and to refinance outstanding PUF obligations. The Constitution limits
the amount of bonds and notes secured by each System’s interest in divisible PUF income to
20% and 10% of the book value of PUF investment securities, respectively. Bond resolutions
adopted by both Boards also prohibit the issuance of additional PUF parity obligations unless the
projected interest in PUF net income for each System covers projected debt service at least 1.5
times,
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Third, expenditures to fund a) excellence programs specificaily at U. T. Austin and Texas A&M
University (respectively) and b) the administration of the university systems.

The distribution of income and expenditures from the PUF to the AUF is depicted below in
Exhibit 1:

Exhibit 1

Permanent University Fund

‘West Texas Lands Investments
e -
(2.1 million acres)

Mineral Receipts

Surtace Dividend and
[ncome . Interest Income

' '

Available University Fund

i " Less Divisible Expenditures

1/3 to A&M System

2/3 to UT System

Y | Y

Payment of interest & principal Payment of interest & principal
on UT-issued PUF Bonds on A&M-issued PUF Bonds
The University of Texas at Austin Texas A&M University
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Responsibility and Management of the PUF

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

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

Investment Objectives

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

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

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

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

The need to reconcile the interests of current beneficiaries with those of future beneficiaries must

recognize that a high level of distributed income in a current year is desirable only to the extent
that it can be grown at the rate of inflation over time.

g:\ﬁsers\omn\utimco\pufpo 1l.doc 3



Asset Allocation

Achievement of PUF investment objectives shall be pursued primarily through asset allocation.
Policy allocation ranges for each asset class (as contained herein) shall be determined by the
chief investment officer subject to annual approval of the U. T. Board. Actual allocations to
asset classes at any time may be adjusted by the chief investment officer (within approved
ranges) in response to changes in its outlook for investments,

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

L.

1I.

Cash Eguivalents

Income: Yields on cash equivalents such as commercial paper, State Treasury deposits,

- etc. are fixed for short periods. In the majority of cases, yields on cash equivalents are

significantly below those of longer term fixed income securities. Although their short
terms and frequent resetting of yields provide some protection against inflation, these
characteristics also can produce high income volatility.

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

Fixed Income Investments

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

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

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

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

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

The historical volatility of bond yields (as represented by the 30 year U.S. Treasury bond ) from
year to year and the annual rate of inflation 1s presented below:
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Yields on long term bonds (i.e., reinvestment yields) since 1957 have been characterized by high
year to year volatility and an inability to either reduce income volatility or to grow income at the
rate of inflation as required by the PUF’s primary investment objective.

HI. Equities

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

e Price: The values of equity securities vary in response to the activities of individual
companies, as well as general market and economic conditions. Equity securities are
distinct from fixed income senior debt securities in that sale of appreciated or
depreciated securities does not necessarily produce higher or lower dividend yields.
In addition, periods of price depreciation in the equity market do not necessarily
imply dividend reductions correlate with dividend decreases. Equity securities
participate in a company’s ability to raise prices during inflation or reduce costs in
order to increase earnings. Since 1957, price appreciation of the S&P 500 Index has
averaged 6.8% a year - vs. an average rate of inflation of 4.6%. Consequently, equity
securities, on average, are also superior to fixed income securities in protecting asset
values.
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Equity securities contain significant pggce risk in periods of economic dislocation.
Since 1929, there have been three 3-year periods in which the cumulative decline in
the value of equities for the period has ranged from 32% to 76%. Asset allocation
policy should recognize that the PUF is a perpetual fund without liabilities such as
insurance claims, pension benefits, etc. which might require the forced liquidation of
equities during periods of financial distress. The PUF is uniquely structured to
withstand the short term volatility of equity prices and to capture the higher rates of
income and price growth that equities offer over the long term.

IV.. Altemative Assets

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

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

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

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

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

Range Target
Cash and Equivalents 0%-5% 0.0%
Fixed Income (U.S. Domestic) 20%-40% 30.0%
Equities
U. S. Common Stocks:
Med./Large Capitalization Stocks 35%~45% 40.0%
Small Capitalization Stocks 5%-15% 10.0%
International Common Stocks:
Established Markets % -12.5% 10.0%
Total Equities 50% - 70% 60.0%
Altemative Assets: _
Mezzanine 2.0% - 3.0% 2.5%
Buy-outs/Special Equities 5.0% - 8.0% 6.5%
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Venture Capital
Total Alternative Assets

TOTAL ASSETS

Fund Distribution Policy

5% 1.5% 1.0%
7.5%- 12.5% 10.0%

100.0%

Rebalancing the PUF to achieve the long term target allocations listed above is
constrained by the U. T. Board’s desire to grow distributable investment income
from current payout levels. Rebalancing the PUF to asset allocation targets over
the next 10 years is projected to result in little income growth until such time as
the equity allocation dominates (using 7.25% and 6.5% reinvestment rates) as

shown below:
Exhibit 2
PUF Investment Income
290 - ) ; /ﬁ
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Fiscal Year

The Board recognizes that the high distribution rate for the PUF is generally incompatible
with the primary objective of growing income at the rate of inflation because of the need

to generate high income yields with fixed income securities.
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Investment Return Objectives
Specific performance goals for the separate asset classes shall be as follows:

Income Growth Income Growth

vs. Inflation vs. Capital Market
Cash Equivalents CPL (D
Fixed Income: CPl Salomon Inv. Grade Bond Index
Equities C.PI S&P 500 Index

Alternative Assets CPI S&P 500 Index
(1) Benchmark of asset class holding cash.

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

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

Investment Guidelines
The Fund must be invested at all times in strict compliance with applicable law. The primary

and constant standard for making investment decisions is the "Prudent Person Rule."

Investment restrictions include the following:

General:

1. All investments must be U. S. dollar denominated unless held by an investment manager
retained to manage an international portfolio.

2, Investment policies of any unaffiliated liquid investment fund must be reviewed and

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

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

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

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

6. Transactions in derivative instruments (other than those received as part of an investment

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

Fixed Income:

1.

2.

Commercial paper must be rated in the two highest quality classes by Moody’s Investors
Service, Inc. (P1 or P2) or Standard & Poor’s Corporation (A1 or A2).

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

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

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

Duff & Phelps.

The average quality of the fixed income portfolio shall be rated Al using Moody’s
Investors Service, Inc. ratings or A+ using Standard & Poor’s ratings. Fixed income
securities (including preferred stocks) must be rated a minimum of Baa3 by Moody’s
Investors Service, Inc. or BBB- by Standard & Poor’s Corporation, respectively, when
purchased unless approved by the chief investment officer. Unrated bonds or preferred
stocks may be purchased prior to review by the UTIMCO Board if, in the opinion of the
System’s investment staff, they are at least equal in quality to publicly offered securities
eligible for purchase. The cost of bonds or preferred stocks rated below Baa3 or BBB-,
unrated bonds, and unrated preferred stocks which have been purchased but have not
been reviewed by the UTIMCO Board may not exceed 1% of the book value of the Fund.

Equities:

1.

No more than 5% of the voting securities of a corporation may be owned by the U. T.
Board unless additional ownership is specifically authorized by the chief investment
officer.
Portfolio managers transacting solely within their assigned assets:
- shall hold no more than 25% of their managed portfolio in any one
industry or industries (as defined by the chief investment officer) at
cost unless the manager was retained to concentrate in an industry
or industries.
- shall hold no more than 10% of thetr managed portfolio in the
securities of one corporation at cost unless authorized by the chief
investment officer.
- shall not hold investment in real estate, partnerships, and other
such illiquid assets unless retained to manage this type of asset.
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- shall hold equity securities, cash and cash equivalents. Cash and
cash equivalents shall not exceed 10% of the market value of the
entire portfolio unless approved by the chief investment officer.
Any security which converts into an equity security shall be
considered an equity security for the purposes of this restriction.

Securities Lending

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

Performance Measurement

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

Fund Accounting

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

Valuation of Assets

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

Reporting

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

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

THE VERSITY OF TEXAS STEM

LONG TERM FUND
POLICY STATEMENT

Purpose

The Long Term Fund (the "LTF" or "Fund")}) shall be establiished
by the Board of Regents of The University of Texas System

{the "Board") as a pooled fund for the cocllective investment of
private endowments and other long term funds supporting varicus
programs of The University of Texas System. The LTF shall
succeed the Common Trust Fund and provide investment management
of underlying funds benefiting U. T. component institutions.

The LTF shall also provide for greater diversification of
investments than what might be possible if each account were
managed separately.

LTF Organization

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

LTF Management
Fiduciary responsibility for the LTF rests with the Board. The
LTF shall be governed through the Unjversjity of Texas

ment Man men TUTIM AEgee—Managemens
eemmtttee—+ehe—1€emmttEee#+] which shall a) define long term
investment objectives and risk tolerances for the LTF, b)
develop investment policies consistent with LTF cbjectives, and
c) monitor LTF performances against LTF objectivea. UTIMCQ
[Ehe—bfiiee—ciAnset—Managemene] shall invest the LTF assets in
conformity with this policy statement and employ an investment
staff to support the chief investment officer in the management
of the Fund.

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

LTF Administration

UTIMCO [Fhe—office—afidgges—Manmagement] shall employ an
-administracive staff to ensure that all transaction and
accounting records are complete and prepared on a timely basis.
Internal controls shall he emphasized so as to provide for
responsible separation of duties and adequacy of an audit
trail. Custody of LTF assets shall comply with applicable law
and be structured so a2g to provide essential safekeeplng and
trading eff1c1ency

Funds Eligible to Purchase LTF Units

No fund shall be eligible to purchase units of the LTF unlesa
it is under the sole control, with full dlscretlon as to
investments, by [ef] the Board and/or IFTIMGCQ [

Any fund whose governing instrument contains preovisions which
conflict with this Policy Statement, whether initially or as a
regult of amendments to either document, shall not be eligible
to purchase or hold units of the LTF.

The funds of a foundation which is structured as a supporting

organization described in Section 50%(a) of the Internal
Revenue Code of 1986 which supports the activities of the U. T.
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System and its compenent institutions, may purchase units in
the LTF provided that:

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

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

3. the foundation has the same fiscal year as the LTF,

4. a contract between the Board and the foundation has been
executed authorizing investment of foundation funds in the
LTF : and,

5. no officer cof such foundation, cther than members of the

Board, the Chancellor, the chief investment ocfficer or his
or her delegate shall have any control over the management
of the LTF cther than to request purchase and redemption
of LTF units.

LTF Investment Objectives

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

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

Asget Allocation

Asset alleocation is the primary determinant of investment
performance and is the responsibility of UTIMCO [the—Commie-
Eee]. Asset allccation targets may be changed from time to
time based on the economic and investment outlook.

In establishing asset allocation policy, UTIMCO [eRe—CommitEees
shall recognize that the LTF's return/risk profile can be
enhanced by diversifying the LTF's investments acrossg different
types of assets whose returns are not closely correlated.
UTIMCO [Ewe—cCommiemres}l should geek to protect the LTF against
both routine illiquidity in normal markets and extraordinary
illiquidity during a period of extended deflation. The LTF
should maintain adequate liquidity to support distributions and
any redemptions.

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

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

conditions.
2. Fixed Income Investments - offer the best protection for

hedging against the threat of deflation by providing a
dependable and predictable scurce of LTF income. Such
bonds should be high gquality, non-callable and
intermediate to long term in order to ensure the
generation of current income and preservation of nominal
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capital.

3. Egquities - provide both current income and growth of
income, but their principal purpose is to provide appre-
ciation of the LTF, Historically, returns for equities
are higher than for bonds over all extended periods since
1%29. As such, equities represent the best chance of
preserving the purchasing power of the Fund.

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

Alternative Marketable Investments -

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

Alternative "Illigquid" Investments -

These investments are generally held through limited
partnership interests. They include private eguity

and buyout funds, and venture capital interests that
are privately held and which are not registered for

sale on public exchanges.

5. Inflation Hedgin sse - Thig category includes oil and
gag interests, real estate, commodities and other assets
whose current incomes and principal values generally
increase as inflation accelerates.

Asset Allocation Policy Targets

The long term asset allocatiocn -policy targets for the LTF shall
be established and reviewed annually by the UTIMCO Board
{Committee]., The long term asset allocation policy targets for
the Fund shall be as follows:

Pezcentage
Cash and Equivalents 0.0%
Equities
U. §. Common Stocks:
Med/Large Capitalization Stocks 25.0%
Small Capitalization Stocks 10.0
sub-total 35.0
International Common Stocks:
Eatablished Markets 12.0
Emerging Markets 3.0
sub-total 15.0
Total Common Stocks 5¢.0
Alternative Assets:’ -
Ligquid 1.0
Illiquid 10.08
Total Alternative Assets 20.0
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Inflation Hedging Assets 10.0
[ i3 —a0—G]
Fixed Income
U. 5. (Domestic) 15.0
International 5.0
Total FPixed Incomsa 20.0
TOTAL ASSETS 100.0%

Invesetment Return Objactives

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

a) the annualized rate of inflation plus 5.5%,
and
b the median return for the universe of the

largest college and university endowments as
calculated by Cambridge Associates.

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

Equities
U. 8. Common Stocks:

Med/Large Cap. Stocks S&P 500 Index

Small Cap. Stocks Wilshire Small Cap Index
International Commen Stogks:

Established Markets EAFE Index

Emerging Markets IFC Investable Comp. Index
Alternative Asgets:

Liquid S&P 500 Index + 5.00%

Illiquid S&P 500 Index + 5.00%
Inflat] edging Agset Cons. Price Index + 5.00%
Fixed Income: :

U. 8. {(Domestic) Sal. Broad Inv. Grade Bond

Index .
International Morgan Nonm U. S. Bond Index

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

Parformance Measurement

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

Investment Guidelines

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

Investment restrictions include the following:

General: .

1. All invegtmenta must be U. §. dollar denominated unless
held by an investment manager retained to manage an
international portfolioc.

2. Investment policies of any unaffiliated liquid investment
fund must be reviewed and approved by the chief investment
officer prior to investment of Fund monies in such ligquid
investment fund. No requirement exists that such funds
conform to the above restrictions on money market
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instruments.
No securities may be purchased or held which would
jeopardize the Fund's tax-exempt status.
No securities may be purchased cn margin or leverage
unless spec1f1cally authorized by the UTIMCO Board [Asses
1.

No transactions in short sales may be made unless
specifically authorized by the UTIMCO Board [Resses

: 1

Transacticons in derivative instruments {other than those
received as part of an investment unit) must be authorized
by the UTIMCO Board [(¥tee Chaneeliler feor—fmsct—Management]
and may occur only as part of a hedging, asset allocation,
or other program specifically authorized by the UT;MC
Chief Investment Officex [

For purposes of this policy, derivatives shall be deflned
as any instrument whose value is derived, in wheole or
part, from the value of any one or more underlying assets,
or index of assets (such as stocks, bonds, commodities,
interest rates, and currencies} and evidenced by forward,
futures, swap, cap, flecor, option, and other applicable
contracts.

Fixed Income:

1.

Commercial paper must be rated in the two highest quality
clasges by Moody's Investors Service, Inc. (Pl or P2} or
Standard & Poor’'s Corporation (Al or AZ).
Negotiable certificates of deposit must be with a bank
that is associated with a holding company meeting the
commercial paper rating criteria specified above or that
has a certificate of deposit rating of 1 or better by Duff
& Phelps.
Bankers’ Acceptances must be guaranteed by an accepting
bank with a minimum certificate of depesit rating of 1 by
Duff & Phelps.
Repurchase Agreements and Reverse Repurchase Agreements
must be with a domestic dealer selected by tha Federal
Reserve as a primary dealer in U. §. Treasury securities;
or a bank that is associated with a holding company
meeting the commercial paper rating criteria specified
above or that has a certificate of depecsit rating of 1 or
better by Duff & Phelps.
The average quality of the fixed income portfelio shall be
rated Al using Moody's Investors Service, Inc. ratings or
A+ using Standard & Poor’'s ratings. Fixed income
securities (including preferred stocks) must be rated a
minimum of Baa3 by Moody’'s Investors Service, Inc. or BEB-
by Standard & Poor’'s Corporation, resgpectively, when
purchased unless approved by the chief investment officer.
Unrated bonds or preferred stocks may be purchased prior
to review by the UTIMCO Board [Asses—Mamagement-—-Cemmittes]
if, in the opinion of UTIMCO's [&ke—System-e] investment
gtaff, they are at least egual in gquality to publicly
offered securities eligible for purchase. The cost of
bonds or preferred stocks rated below Baa3 or BBB-,
unrated bonds, and
unrated preferred stocks which have been purchased but
have not been reviewed by the UTIMCO Board [Asset

] may not exceed 1% of the book wvalue
of the Fund.

Equities:

1.

2.

No more than 5% of the voting securities of a corporatlon
may be owned by the Board unless additional ownership is
specifically authorized by the chief investment officer.
Portfolio managers transacting solely within their
assigned assets:
- shall hold no more than 25% of their
managed portfolio in any one industry or
industries (as defined by the chief
investment officer) at cost unless the
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manager was retained to concentrate in an
industry or industries.

- shall held no more than 10% of their
managed portfolio in the securities of one
corporation at cost unless authorized by
the chief investment officer.

- shall not hold investment in real estate,
partnerships, and other such illiguid
assets unless retained to manage this type
of asset.

- shall hold equity securities, cash and cash
equivalents. Cash and cash equivalents
shall not exceed 10% of the market value of
the entire portfolic unless approved by the
chief investment officer. Any security
which converts into an egquity security
shall be considered an equity security for
the purpcses of this restrictien.

Fund Distributions

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

aj provide a predictable, stable stream of
distributions over time,
b) ensure that the inflation adjusted value of

distributions is maintained over the long
term, and

c) engure that the inflation adjusted value of
Fund assets is maintained over the long
term.

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

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

UTIMCQ [The—Cemmieeee] shall be responsible for establishing
the Fund’s distribution percentage and determining the
equivalent per unit rate for any given year. Unless otherwise
established by UTIMCO [sRe—Committee] and approved by the Board
or prohibited by the Act, fund distributions shall be based on
the following criteria:

1. The annual payout rate of $0.175 per unit shall remain in
place until this per unit rate is less than or egqual to a
distribution percentage of 4.5% calculated as follows:
aj Using the most recent Augusat 31st year end, determine

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

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

el Divide step b) by sgtep a) to determine the
distribution percentage. If this result is lesgs than
or equal te 4.5%, the distribution percentage and the
equivalent per unit rate shall be establlshed as
provided in step 2. below.
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2. Determine the per unit rate as follows:

a) Take the distribution percentage as established in
step c) above and increase by the three-vear
annualized CPI calculated for the fiscal year
established above in 1. a}

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

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

c) If the percentage in step 2. a) is not within the
range of 3.5% and 5.5% a percentage shall be
established by the UTIMCO Board [(Cemmiteee] and step
2. b} shall be used in calculating the per unit rate.

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

Fund Accounting
The fiscal year of the LTF shall begln on September lst and end
an August 31st.

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

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

Valuation of Asnmets

On each last business day in November, February, May, and
August of each fiscal year (the quarterly valuation date),
UTIMCO [she—oifice—ofAmsct—Managament] shall determine the
fair market value of all Fund net assets and the net asset
value per unit of the Fund. Such valuations shall be
determined in accordance with an Asset Valuation Policy
approved by the ULIMCO Chjef Invegtment Officer [¥iee
Ehanenllon—for daget—iMamagement] and consistent with prevailing

industry standards.

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

Reporting

A3 soon as reagsonably available after the end of each fiscal
year, UTIMCO [she—Office—of—Asset—Manegements] shall deliver to
the UTIMCO Board [Cemmiteee] an investment report presenting
activity and the performance of the LTF for the immediately
preceding gquarter.

Purchase of LTF Units

Purchase of Fund units may be made on any quarterly purchase
date (September 1, December 1, March 1, and June 1 of each
fiscal year or the first working day subseguent thereto) upon
payment of cash to the Fund or contribution of assets approved
by the chief investment officer, at the net asset value per
unit of the Fund as of the purchase date.
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In order to permit complete investment of funds and to avoid
fracticnal units, any purchase amount will be assigned a whole
number of units in the Fund based on the appropriate per unit
value of the Fund. Any fractional amount of purchase funds
which exceeds the market value of the units assigned will be
transferred te the Fund but ne units shall be issued. Each
fund whose mconies are invested in the Fund shall own an
undivided interest in the Fund in the proportion that the
number of units invested therein bears to the total number of
all units comprising the Fund.

Redemption of LTF Unita

Redemption of Units shall be paid in cash as scon as
practicable after the quarterly valuation date of the LTF. If
the withdrawal i1s greater than 310 million, advance notice of
30 business days shall be required prior to the guarterly
valuation date. 1If the withdrawal is for less than

§10 million, advance notice of five business days shall be
required prior to the quarterly valuation date. Withdrawals
from the LTF shall be at the market value price per unit
determined for the period of the withdrawal except as follows:
Withdrawals to correct administrative errors shall be
calculated at the per unit value at the time the error
ccecurred, if determinable. If the error date is
indeterminable, the average cost per unit of the withdrawing
unitholder shall be used to determine the number of units to
withdraw. This provision does not apply toc transfer of units
between endowment unitholders.

Securities Lending

The LTF may enter into a securities lending contract with a
bank or nonbank security lending agent. The contract shall
state acceptable collateral for securities loaned, duties of
the borrower, delivery of loaned securities and collateral,
acceptable investment of collateral and indemnificaticn
provisions. The contract may include other provisions as
appropriate. The securities lending program will be evaluated
from time to time as deemed necessary by the UTIMCC Board
[Commiteee] . Monthly reports issued by the agent shall be
reviewed by UTIMCO [&heoffice—ofi-Assen-Manasgement] to insure
compliance with contract provisions.

Segregation of Investments

If any investment contained in the LTF shall he subsequently
determined by the UTIMCO Board [ef Regemte] to be an ineligible
investment, such investment may, prior to any further
admigsions to or withdrawals from such Fund, at the discretiocn
of the chief investment officer, be sold or segregated and set
apart in a ligquidating account solely for the benefit of Fund
unitholders at the time of such segregatiocn. Each such
liguidating account shall be administered in such manner and
the proceeds thereof distributed at such time or times as the
chief investment officer deems to be in the best interests of
Fund unithelders.

Investor Responsibility

As a shareholder, the Fund has the right to a voice in
corporate affairs consistent with those of any shareholder.
These include the right and obligation to vote proxies in a
manner consistent with the unique role and mission of higher
education as well as for the economic benefit of the Fund.
Notwithstanding the above, the UTIMCQO Board [Semmietee] shall
discharge its fiduciary duties with respect to the Fund solely
in the interest of Fund unitholders and shall not invest the
Fund so as to achieve temporal benefits for any purpose
including use of its economic power toc advance gocial or
political purposeas. .

Conflicts of Interast .
Members of the Board and the UTIMGQ Board invee&mene—ﬁdﬁieefy
Committee] are freguently persons of wide-ranging business

- \usars\cwallace\lcfpolat .ane 8



interests. Therefore, a prudent, independent investment
decision process may result in investments in firms or
organizations with which a member of the Board or the UTIMCQ
Board [Isvestment—Adviseorp—Commiteee] is affiliated.
Affiliation shall be interpreted within this section to mean an
employee, officer, director, or owner of five percent or more
of the voting stock of a firm or organization. The Fund may
invest in such securities provided that:
1. A member of the Board or the UTIMCO Board [Iavestment
: : 1: ;
aj shall disclose any conflict of interest
with respect to a2 proposed investment or
gelection of a vendor
b) shall not participate in the discussion of
an investment or vendor selection involving
a ceonflict of interest
=)} shall not veote on any issue involving a
conflict of interest.
2. Investments will not ke purchased from or sold to a
member of the Board or the UTIMCO Board [fmvescmens

Adrigory Commi-ttaa] |

3. All staff members of UTIMCO [she—Offiee—efAsges
Management] with discretionary authority to purchase
securities or otherwise expend Fund assets shall

comply with UTIMCO [B—F—System] ethics and

standards of conduct policies.

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

Effective Date
The effective date of this polic¢y shall be Mapch 1, 1996

[Rebeugey—9-—3005] .
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adopted 10/13/89
Amended 12/03/92
Amended 8/12/93
Amended 6/09/94

THE UNIVERSITY OF TEXAS SYSTEM
CPERATING & INVESTM PCLI

SCOPE

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

a. Endowment funds and funds functioning as
endcowments, trust funds, and agency funds
administered by UTIMCO [the Sffice—wf Apgaet
Mafagemernt]

b. Medical Liability Self-Insurance Fund
authorized by Chapter 59 of the Texag Education
Code administered by UTIMCO [ehe-officeof
Aeeef—ﬂanagemen&]

c. Investment income related to endowment funds
and funds functioning as endowments, trust
funds, agency funds and the self-insurance fund
in b. above as long as such income remains
administered by UTIMCQO [&he—office—ofRgsct

Management] .
Funds governed by this investment policy statement shall
hereinafter be referred to as "operating funds". Nothing in

this investment policy statement shall be construed to limit
the holding, management, or sale of non-cash gifts or beguests
by The University of Texas System and its component
institutions.

BA e}
The investment of operating funds under the control of

component institutions of The University of Texas System is
governed by the following statutes:

a. Section 51.0031 of the Texas Educaticn Code, and

b. The Public Funds Investment Act of 1987 (Article
842a-2, Texag Reviged Civi] Starues Anngtated), as
amended.

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

INVESTMENT OBJECTIVE

The primary objective of the operating funds investment
program is to generate a high rate of income and secondly to
produce capital appreciation when consistent with the reason-
able preservation of principal and the maintenance of adequate
liquidity. Within the exposure limits contained herein,
investments shall be diversified among authorized investment
categories and issuers in order to minimize portfolio risk
for a given level of expected return. Volatility of interest
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rates is expected, and therefore, pericdic maturities of
portions cf each portfolioc afford opportunities to restruc-
ture portfolics through yield and maturity adjustment.

I STMENT GUIDELINES

Investment restrictions include the follewing:

1.

2,

10.

11.

12.

All investments must be U. 5. dollar denominated.

Commercial paper must be rated in the two highest
quality classes by Mcody's Investors Service, Inc.
(P1 cor P2), or Standard & Pocr’s Corporation (Al or
AZ2) .

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

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

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

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

No preferred or common gstocks or cther ownership
interesats or securities convertible into ownership
interests may be purchased.

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

No securities may be purchased on margin or
leverage.

No transactions in short gsales will be made.

Trangactions in derivative instruments (other than
thoge received as part of an investment unit) must
be authorized by the UTIMCC Chief Investment Officer
[¥iee—Chameellox{for-AosetManagement] and may occur
only as part of a hedging, asset allocation, or
other program authorlzed by the ;Mgg ngr

eenmtEEee] For purposes of thlS pOllCY,
derivatives shall be defined as any instrument whose
value is derived, in whole or part, from the value
of any one or more underlying assets, or index of
asgets (such as stocks, bonds, commodities, interest
rates, and currencies} and evidenced by forward,
futures, swap, cap, floor, optiofi, and other
applicable contracts.

Any unaffiliated liquid investment fund must be
reviewed and approved by the UIIMCO Chief Investment
[Vtee—ehanee%4eehéee—ﬁseef—ﬁaaagemeﬁe—aﬁé

Qfficer
] prier to investment of Fund
monies in such liquid investment fund.
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BIDS

Investments in bank common trust funds may be made only after
cral or written competitive bids have been solicited from at
least three banks located within Texas. Investments in bank
and S&L certificates of deposits may be made after electronic,
oral or written bids have been solicited.

INVESTMENT AGEM

Overall fiduciary responsibility for the investment of
oparating funds resides with the U. T. Board of Regents.

U. T. System compecnent instituticns shall be responsible for
the allccation of investments between eligible money market
funds, collateralized bank and S&L certificates of deposit and
the Operating Funds Short/Intermediate Term Fund ("the Fund")
subject to prescribed limits for each U. T. System component
institution. The Fund shall be managed per the terms of the

Fund Informatlon Memorandum and [ge¥e¥ﬁe€—fﬁha—ﬁiﬂe—ﬁemb6f

]HIIMQQ [
Beawxd] shall approve investment peolicy, selection and evalua-
tion of the Fund investment manager and other Fund agents and
annual Fund budgets. Fund portfolio management shall be the
responsibility of UTIMCQ [&she—0ffiece—ocf—Fiwed-ITreome
Invegements] for an initial period of five years from the
creation of the Fund. The Fund shall be administered cn a

day-to-day basis by UTIMZQ [(&heoffifeeeofPosce—tManagement] .
REPCORTING

Component business officers shall be responsible for trans-
micting all necessary information to UTIMCO [she—oOffice—-of
Asget—Management] in order to permit periodic reporting by
UTIMCO [SystemAdminiseraiian] to the Board concerning
portfolioc balances and yields for individual components and
for the U. T. System as a whole.

ST )

Investments should be made with judgement and care, under
¢circumstances then prevailing, that persons of prudence,

“digecretion and intelligence exercise in the management of

their own affairs, not for speculation, but for investment,
considering the probable safety of their capltal as well as
the probable inccome to be derived.

EF T D
This policy shall be effective March 1, 1996 [eemcurrent—with
ehe—egiapiighment—of-the Fund

] and shall remain in effect
until amended or revoked by the U. T. Board of Regents.

g:\users‘\cwallace\opinvpol .bor 3






Adopted 12/3/92
Amended 8/12/93

THE UNIVERSITY OF TEXAS SYSTEM

OPERATING FUNDS SHORT/INTERMEDIATE TERM FUND
INFORMATION MEMORANDUM ‘

This Information Memorandum sets forth the terms govemning the operation of the
Fund.

PURPOSE

The purpose of the Fund is to provide a short/intermediate term pooled investment
fund for operating funds currently held by U. T. System component institutions and
System Administration.

BENEFITS

The Fund will provide convenient access to the vields and economies of scale
generally associated with a pooled investment fund. Participation in the Fund by
unitholders is expected to eliminate the investing, administrative and accounting
burdens commonly incurred with direct ownership of securities. The benefits to
unitholders are: (a) concentration of investment decisions with a single investment
professional, (b) reduction in System-wide overhead costs associated with maintain-
ing numerous investment managers at the component level, (¢) elimination or
reduction of fees for an external money market fund, (d) reduced minimum liquidity
‘balances System-wide, (e) reduced overall administrative costs, (f) improved
integration of component institution cash management systems with investment
operations, (g) increased investment income through reverse repurchase agreements,
and (h) improved interest rate risk management.

INVESTMENT GUIDELINES

The Fund shall be invested in accordance with The University of Texas System
Operating Funds Investment Policy.

INVESTMENT OBJECTIVES

The Fund seeks primarily to provide a high rate of income through investment in
high grade fixed income obligations. In addition, the Fund shall seek capital
appreciation when consistent with this primary objective, the reasonable preserva-
tion of capital and the maintenance of adequate Fund liquidity. In seeking to
achieve its investment objectives the Fund shall attempt to minimize the probability
of a negative total return over a 1-year period.



PERFORMANCE BENCHMARK

Attainment of Fund investment objectives shall be defined as the achievement over
an interest rate cycle (i.e. 5 years) of a total return in excess of the Fund’s perfor-
mance benchmark. '

No single index represents the Fund’s portfolio composition as permitted under the
Operating Funds Investment Policy or the Fund’s liquidity requirements. A
combination of indices weighted as follows shall comprise the Fund’s normal
performance benchmark:

10% Merrill Lynch U. S, Treasury 6 month Bill Index

10% Merrill Lynch U. S. 91-day Treasury Bill Index

30% Merrill Lynch U. S. Treasury 1-3 year Index

30% Merrill Lynch Federal Agencies 1-3 year Index

10% Merrill Lynch U. S. Treasury 3-5 year Index

10% Merrill Lynch Federal Agencies 3-5 year Index
This performance benchmark is believed to represent how the Fund should
"normally” look in terms of risk, composition by securities, duration, and other
factors governed by the Investment Policy. [t also is believed to embody the trade-
offs between risk and return or between the total return and yield objectives
established for the Fund. The performance benchmark may be revised by the Fund
Advisory Board if deemed appropriate. During the estimated 2-year phased buy-in

period, the performance benchmark weightings shall be adjusted [&vwith-approval-by
the Fund-Advisery-Beard}) to reflect the higher levels of liquidity.

FUND STRUCTURE
Two investment funds shall be available to U. T. System unitholders:

(a) A Money Market Fund - this fund shall provide unitholders with overnight
11qu1d1ty and shall be valued at a constant umt value [%Geldﬁtaﬂ-—Saehs—meﬂey

(b) The Short/Intermediate Term Fund - the Fund shall invest in a portfolio of
securities with term maturities up to 5 years. It shall accept purchases and
redemptions on a weekly basis and on the first business day of each month or

on such other dates as determined by UTIMCO[the Fund-AdvisoryBeard]. Fund
units shall be valued on a market value basis.
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FUND MANAGEMENT

: h z 3 : A ] shall approve Fund
mvestment policy, selectlon of the Investment Manager and other agents of the
Fund, Fund Investment Memorandum and the Fund annual budget. UTIMCO [The
Advisery-Beard] shall also review and evaluate Investment Manager performance.
Approval shall be evidenced by a maJorlty vote of at least five members present at
any meeting. [As-a-gene : 5 ;

aﬂ—&ems—fequtéﬂ-g—Regea*a}-appfem}—]
Fund Administrator

The Fund Administrator shall be responsible for the overall administration of the
Fund’s operations. Such administrative responsibilities shall include the

- recommendation of investment policy, negotiation and supervision of the Investment
Manager, custodian and Transfer Agent, dividend distribution, investor servicing,
accounting and other services provided to the Fund, preparation and distribution of
the Fund Investment Memorandum, coordination of and reporting to component
institutions [Advisery-Beard] and the U. T. Board of Regents, preparation of Fund
budgets, ongoing review of expenses, verification of Fund collections and
disbursements, review of investment legislation, and general supemsmn of all
aspects of the Fund’s operations.

UTIMCO[the—U—"l"—Sﬁrem—Gfﬁee-efﬁsser—Managemmﬂ shall serve as Fund
Administrator.

Fund Investment Manager

The Investment Manager shall be responsible for the formulation of portfolio
strategy and direction, execution of portfolic transactions, and compliance with
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investment policy guidelines. The Investment Manager will have complete discretion
in the investment and management of the Fund’s assets in accordance with the
Fund’s investment objectives and policies and subject to the general supervision and
direction by the Fund Administrator.

UTIMCO [qlhe—U—T—Sys%eﬂa—Q#ﬁee—ef—Fmeé—Lneeme—ansmems] shall serve as Fund

Fund Custodian and Transfer Agent

The Fund Custodian and Transfer Agent shall be a bank. Its responsibilities shall
include the following: safekeeping of portfolio cash and securities, processing
securities transactions including securities release, receipt and delivery, the collection
of income from portfolio securities, payment of fund expenses, income and market
value accounting, reconciliation of general ledgers and financial statements,
processing unitholder purchase and redemption transactions, pricing of securities
and calculation of net asset value per unit, maintenance of unitholder accounts and
records, processing payout options, account designations and addresses, monitoring
the reinvestment of distributions, and providing periodic account statements to
unitholders.

FUND INVESTMENT STRATEGY

The Fund shall employ a hybrid "active" buy and hold strategy in order to achieve its
primary objective of a high rate of income and its secondary objective of capital
appreciation. Subject to its primary objective of generating a high rate of income,
the Fund [nvestment Manager shall seek to increase expected returns by purchasing
or selling securities in anticipation of changes in interest rates or sector spread
relationships.

The Fund shall also attempt to control interest rate risk by monitoring the duration
of the portfolio and thereby minimize exposure to unexpected changes in interest
rates.

FUND PORTFOLIO MATURITY

The Fund’s normal dollar weighted average portfolio maturity may range from 1
year to 4 years depending on the Investment Manager’s judgement of current or
anticipated market conditions. Based on the Investment Manager’s assessment of
interest rate trends, generally, the average maturity will be shortened when interest
rates are expected to rise and lengthened when interest rates are expected to
decline.

The range may be extended from 1 day to 5 years in the event of extreme changes
in interest rate expectations and only upon the written approval of the UTIMCO

Chief Investment Officer PA-ee—GhaaeeHer—fer—As&et—Maﬂagemen{] '
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The Fund’s investments may include mortgage-backed pass-through securities or Real
Estate Mortgage Investment Conduits (REMICs) which are issued by various U. S.
Government agencies or instrumentalities. Such securities will have an estimated
average life of five years or less as determined by the Investment Manager. Average
life estimates will be based upon anticipated prepayment patterns which, in turn,
will be based on past prepayment patterns, prevailing interest rates, and other
factors. Due to actual prepayment experience, however, the remaining estimated
average life of such an investment after purchase by the Fund may increase to more
than five years or may decrease at a rate faster than anticipated. The Fund’s other
securities will have remaining maturities of 5 years or less and repurchase
agreements will have remaining maturities of less than one year.

The Fund may purchase securities with variable or floating interest rates. In
calculating average portfolio duration or maturity, such securities will generally be
treated as having a maturity equal to the time remaining until their interest rate is
next reset, unless the Investment Manager believes some other treatment to be more
appropriate, for example, because of the market price impact of interest rate caps
and floors. [n addition, the Fund also may purchase securities that have demand or
put features. In calculating average portfolio duration or maturity, these securities
generally will be treated as having a maturity equal to the period remaining until
the Fund can obtain the principal amount through exercise of such feature.

ACCOUNTING POLICIES AND PROCEDURES

The Fund shall be accounted for using the market value method as prescribed by the
NACUBO Financial Accounting and Reporting Manual for Higher Education,
Paragraph 402.2 Principles of Accounting for [nvestment Pools. The procedures
adopted shall ensure proper accounting for the unitholder’s principal and market
changes and the proper crediting of income earned. This shall be accomplished by
unitizing the investment pool.

Under this procedure, each unitholder shall receive "units" in the pool when it
contributes funds to the Fund. The number of units assigned to the unitholder shall
be the dollar value of the funds contributed divided by the market value per unit at
the close of the business day next preceding the date of purchase. When funds are
withdrawn from the pool, withdrawals shall be valued at the unit market value of
the pool at the close of business day preceding withdrawal.

The withdrawal of funds from the Fund by unitholders under the market value
method shall create either realized gains and losses equal to the unit market value at
the time of withdrawal less the unit average cost value. Unitholders shall
credit/debit such gains and losses first to an earnings reserve account and secondly
to an income account prior to allocating income to the fund groups underlying
unitholders’ Fund accounts. '
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INITIAL PURCHASE OF UNITS

In order to minimize the effects of "yield blending," Fund investors may elect to
invest proceeds from existing direct investments into the Fund no later than the
earlier of the date of sale or maturity of such investments. Purchases of Fund units
shall occur at the market unit value of the Fund as of the close of the business day
preceding purchase.

REVERSE REPURCHASE AGREEMENTS

As a means of generating additional income and Fund liquidity, the Fund may lend
up to 33 1/3% of its assets in reverse repurchase agreements, which are agreements
pursuant to which securities are sold to a third party (banks, brokers and dealers)
with the understanding that the Fund will repurchase the securities from the third
party at a fixed price. The Fund will receive cash in an amount equal to at least
100% of the current value of the securities plus accrued interest. The Fund will
continue to receive interest payable on the securities and will receive as income a
portion of the interest on the investment of any cash proceeds. The terms of such
reverse repurchase agreements will provide for termination at any time. Reverse
repurchase agreements involve risks of nonperformance by the purchaser on its
commitment to resell the securities back to the Fund.

Reverse repurchase contracts shall be approved by UTIMCO [the-Fund-Advisery
Board].

REPORTS TO UNITHOLDERS

Each unitholder shall be provided with transaction information and an individual
monthly and annual statement.

FUND EXPENSES

Each unitholder shall be assessed a fee to reimburse the Fund for its operating
expenses. Such operating expenses may include investment management, custodian,
transfer and dividend disbursing services, preparation and maintenance of books and
records of the Fund, outside legal and auditors, charges and expenses of acquiring
and disposing of portfolio securities, preparation and furnishing of reports, research
and all direct and indirect costs to operate the Fund. Such fee shall be reviewed and
approved annually by the Board of Regents [AdviseryBeard-to-the Fund]. Any fees
paid to the Fund in excess of actual Fund operating expenses shall be credited at the
end of each fiscal year to unitholders in proportion to average units assets held by
each unitholder during the year then ended. Such credit, if any, shall be included in
the calculation of Fund performance.
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STATEMENT REGARDING INVESTMENT RESTRICTIONS ON
DERIVATIVE SECURITIES

Further to the investment restrictions placed on derivatives in the
Short/Intermediate Term Fund [nvestment Policy, the following categories of U.S.
Agency and mortgage-backed securities shall constitute inappropriate securities for
inclusion in the S/ITF portfolio:

Inverse Floaters

Securities with adjustable coupons which move in the opposite direction of
an index, such as the London Interbank Offering Rate (LIBOR) or Cost of
Funds Index (COFI).

Non Money Market Based Floaters
Securities with adjustable coupons tied to an interest rate index with a
maturity longer than one year

Interest Only (I0) Mortgage Securities
Mortgage-backed instruments created to pay only the interest cash flows and
little to no principal, subjecting the entire investment to repayment risk.

Principal Only (PO) Mortgage Securities
Mortgage-backed instruments created to pay only the principal cash flows and
no interest subjecting the yield and maturity date to prepayment risk.

Non Dollar Rate Based Floaters
Securities with adjustable coupons tied to a non-U.S. interest rate index such
as the Euro-Mark, Euro-Yen or Euro-Sterling rates.

Range Notes or Floaters

Securities with fixed or variable coupons which accrue interest only if an
interest rate index is between two pre-designated levels during the coupon
period.
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Adopted 12/90
Amended 2/95

II.

IITI.

‘ The Univergity of Texas System
Privatae [Plecesment] Investment Policy Statament

PURPOSE

The purpose of this policy is to orient and limit U. T.
private [plaeement] investments to business situations
with a high probability of excellent returns over time,
but without aveidable risks or risks out of preoportion to
expected returns. Good communication and flexibility are
desired results from implementation of this policy.

This policy shall govern the use of private investments
[pteeements] in all funds under the supervision of the
Board of Regents.

INVESTMENT OBJECTIVES

The primary investment objective of the private
(praeemeant] investment portfolioc is long-term capital
appreciation in excess of the return expected from
publicly traded stocks. The portfolio s target annual rate

of return shall be described in the PUF and LTF investment
ggi;g;gg[tﬂh%5%——e#e}uated—en—a—%eng~Eerm—beste]. Equity

investments or their equivalent will be emphasized to
accelerate growth of capital and maximize the private
[pracemene] investment portfolio’s potential as an
inflation hedge.

A gecond investment objective of the private [placement]
investment portfolio is to provide a means of prudent
diversification of the total fund, recognizing both the
absolute growth of private investment in a global eccnomy
as well as the inherently greater balance afforded over
funds limited to publicly traded securities.

I TMENT ROV. MANAGEM.

The Office of Private Investments, under procedures
established by the President of UTIMCO [Viee—Chameellos
for—Popges-Managemene] , is responsible for the selection,
investigation, due diligence, negotiation, closing, and
monitoring of each private investment.

The Office of Private Investments shall conduct a thorough
written evaluation of each specific investment proposal
selected for review. Upon the unanimous approval of the
Office of Private Investments portfolioc managers, the
propesed transaction, its rigk and return characteristics,
and structure will be recommended to the Pregident of
UTIMGO ([Wiee Chanecellen fon Agges—Mamsgament] who will
independently apprcove or reject the portfolio managers’
investment recommendaticon, after considering fully all
relevant information available. In the event that the ]
Prezjdent of UTIMCO (¥ee Chareettor—faw laget—Managemens
approvesa the portfolio managers’ recommendaticn te invest
in a proposed transaction, he or she shall present the
investment recommendatlon for approval in agcordance with

ce egtab by th [oyp—a—madewrity
eé—ehe-ﬁssee—Managemeae—eemmteeee] Such al[alpproval [ky
Ehe—tasct—{lanagemens—Commi-teee] shall constitute
sufficient authority for UTIMCQ [eme-Office—of RescE
Mansgement] to enter into the proposed transaction subjeéct
to any further {Beaw»dé] approvals required at the time.
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IvV.

At least once a quarter, the President of UTIMCO [Wiee
Chaneeitor—forAeset—Management]| shall issue a report to
the UTIMCQ Board (Asset—MamagementCommittee] which
summarizes the activity of the private investment
portfolics for each fund so invested. Said report shall
include new commitments, portfeclioc cash flows, unfunded
commitments, and performance for the immediately preceding
guarter and portfolio values and asset allocation as of
the end of the immediately preceding quarter.

INVESTMENT PORTFOLIQ LIMITS

The funded and outstanding private [(plaeemens] investment
portfolio [+zt—eest)r] may not exceed the allocation ranges
for private invegtments as provided in the PUF apnd LTF
investment poligies [+é—ef——the—besi—valve—offund greups
autherisad—totise—thisolass—of—inrestment witheut prieor
approveatr—of—the Board—of Regensea] .

( . ;
Funded-provate ?*aee“'e'l"? *’E“‘e*i ments plus—unfunded

The maximum investment in any one entity shall not exceed

10% of fund gommitmentg [se—funded—imvestment—eap] .
INVESTMENT GUIDELINES

All investment decisions shall be made in compliance with
the "prudent person standard." Portfolio investments shall
be based upon the projected ability of the underlying
businegsa or project to create incremental value through
the expansion or improved efficiency of operations or by
the development and production of natural resources.
Investments may be used to finance capital expenditures
and working capital at any stage of a company’s growth
and/or to effect a change of control.

Invegtments with the following risk characteristics shall
be avoided.

a. Finangial risk associated with highly leveraged
transactions where the business is cleosely tied to
either the economy or a specific industry cycle,
securities denominated in soft currencies,
fluctuating interest rates, commodity.prices, or
exchange rates.

b. Operating risk associated with a single product or
patent, extreme reliance on an individual in
management, dominant suppliers or customers, or low
barriers to entry. :

= Regulatory risk associated with regulated industries
subject to politicization of rate setting, base
service decisions, or where success is highly
dependent on continued accesSs to public resources or



Adopted 12/90
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II.

III.

The Unjvernity of Texas System
Private [Plasemsmk] Investmant Policv Statemant

EURPOSE

The purpose of this policy is to orient and limit U. T.
private [praeement] investments to business situations
with a high probability of excellent returns over time,
but without avoidable risks or risks out of proportion to
expected returns. Good communication and flexibility are
desired results from implementation of this policy.

This policy shall govern the use of private investments
[pracements] in all funds under the supervision of the
Board of Regents.

INVE CB IVE

The primary investment objective of the private
[preeemens] investment portfolio is long-term capital
appreciation in excess of the return expected from
publicly traded stocks. The portfolio’s target annual rate
cf return e degecri in th UF _and LTF investment
QQ.A-S_LJ [+e—tovy—evaluated—enr—a—Ttong—tormivasis] . Egquity
investments or their equivalent will be emphasized to
accelerate growth of capital and maximize the private
[pracement] investment portfolio’s potential as an
inflation hedge.

A second investment objective of the private [placement]
investment peortfelio is to provide a means of prudent
diversification of the total fund, recognizing both the
absolute growth of private investment in a global economy
as well as the inherently greater balance afforded aver
funds limited to publicly traded securities.

TME ROV MANAGE|

The Office of Private Investments, under procedures
established by the Pregident of UTIMCO [Viece—EShanceeilew

1, is responsible for the selection,
investigation, due diligence, negotiation, closing, and
monitoring of each private investment.

The Qffice of Private Investments shall conduct a thorcugh
written evaluation of each speg¢ific investment proposal
selected for review. Upon the unanimous approval of the
Office of Private Investments portfolio managers, the
propesed transaction, its risk and return characteristics,
and structure will be recommended to the President of
UTIMCG [Wee—Chanesallow—fer dnget—Management] who will
independently approve or reject the portfolio managers’
investment reccommendation, after conbidering fully all
relevant information available. 1In the event that the
President of UTIMGCQ [Wiece—Charseller for Haset—Management]
approves the portfolio managers' recommendation to invest
in a proposed transaction, he or she shall present the
investment recommendation for approval jin accordance with
procedures egtablished by the UTIMCO Board [Py—a—materity
of—pla tasck—Management—Commibrae] . Such al(&]lpproval [by

£he—fasec—Managemens—Committee] shall constitute
sufficient authority for UTIMCO [she—ofiiee-ofi-Asces
Maragement] to enter into the proposed transaction subject
to any further [Beaw»d] approvals zrequired at the time.
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IV.

At least onc¢e a guarter, the President oﬁ UTIMCO [wiee
Shapeeltlor—for tases—Mamagement] shall issue a report to
the UTIMCO Board [AssesManagement—Commiteee] which
summarizes the activity of the private investment
portfolics for each fund so invested. Said report shall
include new commitments, portfolio cash flows, unfunded
commitments, and performance for the immediately preceding
quarter and portfolic values and asset allccation as of
the end of the immediately preceding guarter.

INVESTMENT PORTFQLIO LIMITS

The funded and cutstanding private [ptaeewmewnt] investment
portfeclic [+ae—eests}] may not exceed the allocation ran
for private invegtments as provided in the PUF and LTF
investment policies [%G%—eE—ehe—beok~va&ue~&§—f&ﬁd—gre&ps
: : ! 3 e el ;
approvat—ef—the—Beard—of-Regents] .

[Eunded . 1 . 1 :

The maximum investment in any one entity shall not exceed

10% of fupd gommitments [&Re—funded investment——<ap].
I E IDELIN

All investment decisions shall be made in compliance with
the "prudent person standard." Portfolio investments shall
be based upon the projected ability of the underlying
businesa or project to create incremental value through
the expansion or improved efficiency of operations cor by
the development and production of natural resources.
Investments may be used to finance capital expenditures
and working capital at any stage of a company‘’s growth
and/or to effect a change of control.

Investments with the following risk characteristics shall
be avoided.

a. Financial risk associated with highly leveraged
transactions where the business is closely tied to
either the economy or a specific industry cycle,
securities denominated in soft currencies,
fluctuating interest rates, commodity prices, or
exchange rates.

b. Operating rigk associated with a single product or
patent, extreme reliance on an individual in
management, dominant suppliers or cugtomers, or low
barriers to enktry.

c. Regulatory rigk associated with regulated industries
. subject to politicization of rate setting, base
service decisions, or where success is highly
dependent on continued access to public resources or
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VI.

VII.

VIII.

favorable tax policy.

d. Environmental rigk associated with products or
manufacturing procegses deemed unusually hazardous to
the environment.

Additional prohibiticns shall include:
1) Participation in hostile takeovers

2) Start-ups or early stage companies involved in high
technology preduct lines, unless made through a
properly structured venture capital partnerghip/fund
or via coinvestment with such an organization.

3) Equity ownership in entities in bankruptcy

The private investment [preeemems] portfolios shall
minimize ownership of securities and participation in
other activities that would cause the income attributable
to these investments to be classified as unrelated
business taxable income.

Waiver of any of these guidelines requires the approval of

the UTIMCO Bgard [AseesManaggemenE—Commictes],
ESTMENT GEM I IPS

The private jpvestment [plaecemenmt] portfolios may be
invested in any authorized area through management
contracts with unaffiliated organizations possessing
specialized investment skills. Such investment may be in
the form of interests in limited partnerships, trusts,
joint ventures, etc., where principals of the management
firms have investment discretion. The principals of such
firms shall have a demonstrated record of accomplishment
and performance in the area of investment being undertaken
and shall be regquired to invest on the same terms as the
participating investors. Management fees and performance
compensation payable under such contracts shall not exceed
prevailing norma at the time of negotiation.

Private [ptaeement] investments may include coinvestment
directly in transactions sponsored and invested in by a
management firm/partnership in which UTIMCQ [¥—F-} is
already an investoer.

BO RESE

The Board of Regents recognizes that private [pieeement]
investments freguently result in ownership of an interest
in a company sufficient te warrant joining the board of
directors to monitor and participate in oversight of the
company. The decision to accept a board seat shall be the

regponsibility of the UTIMGO Board [(Aeset—Management
Commisseme] .

V. INV PO oV A

The valuation of the private [praeement] investments is an
important ongeing yet inherently subjective process. To
avoid unwarranted fluctuations and to assure a censistent
methodolagy, all valuations will adhere to the proces:
established and approved in Attachment A, 17, Private
Investment [pleeemant]) Valuation Criteria.




Attachment A
U. T. Private Investment [Placemane]
Valuation Criteria
To Change Market Value in Published Financial Reports
The methodology used to evaluate private [plaecement]
investments is by nature subjective and must be thoughtfully and
conservatively administered. All valuation decisions are subject

to concurrence by the Pregident of UTIMCQ [Vee Ehancellow fox
1. valuation will generally occur on g quarterly

Agget-Managemerns
[em—eamnuat] bagis [
: T
Direct Investments
a. Publicly traded stocks and bonds with no restrictions
° @ last bid price or market closing price. Restricted
public stock values in excess of cost shall be reduced
by 25%.
b. - Non-public stocks and bonds
° @ last price paid in a new round of financing (reguiring
at least cne new investor to confirm value ascribed).
‘Valuation—inemcage—ghall—he reduced—boy—25% ]|
c. 0il and gas reserves at net book value [amerecized-eceoan]

d. Real estate at last appraised value

Partnership Inveatments

a. Partnership capital account [Gemerat-porener—valuatiton—tess
25y—ef—value—inenreane]

b. Q0il and gas reserves at amortized cost

Other

Control blocks of marketable stock held by U. T. or in conjunction
with other investors may have value bheyond market guotes.

Write Down - Book & Market Valus
Investments of no discernible value or burdened with formidable

business problems with little potential for success shall be
written down to $1 upon such a determination.
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UTIMCO INVENTORY

{items in bold correspond to Acct. Services Inventory)

Estimated Estimated Market

Inventory # Serial#| Room # Description Purchase Price | Purchase Price Value Employee
4 1.2.00|CALCULATOR-ROYAL 480pd 125.00 OAM
4 334033 1.2.00| DICTATING MACHINE, SONY 12928 702.23 ]
4 600476 40900106 1.2.00|FAX MACHINE 3500L RICOH 2,444.00 OAM
4 488338 1.2.00|KODAK EKTAGRAPHIC W/ZGOM LENS 624.00
4 410923 1.2.00| TYPEWRITER-IBM SELECTRIC 661.50 OAM
4 1.2.12|CACULATOR - SHARP CS 2164F 108.95 |est. - G&L 257 OAM - Wallace
4 1.2.12|COFFEE POT 60.95|GaL 629 OAM - Wallace B
4 1.2.16|MECHANICAL PRO.. SCREEN (in ceiling) OAM - 1st floor Conf.Room
4 2.1.00|CALCULATOR - ROYAL 480PD 109.95est - G&L 257  [OEA-(Vacant-receplion area) T
4 2.1.06|CALCULATOR - SHARP 109.95|est. - G&L 257 OEA-White o]
4 476250 2.1.06 PHOTOCOPIER, SHARP SF-7320 910.00 OEA-White
4 393002 2.1.06 TYPEWRITER, IBM SELECTRIC | 718.20 OEA-White
4 2.1.08|CALCULATOR - SHARP 109.95|est. - G&L 257 OEA-Woodard
4 2.1.10(CALCULATOR - SHARP 109.95 |est. - G&L 257 QEA-HiIll
4 2.1.12|CALCULATOR - SHARP 109.95 |est. - G&L 257 OEA-Smith
4 2 1.14|{CALCULATOR - SHARP 109.95 |est. - G&L 257 OEA-Moeller
4 606642| 2.1.16|DUKANE OVERHEAD PROJECTOR 710.00 OEA-Storeroom
4 2.1.22|CALCULATOR - OLIVETTI 109.95|est. - G&L 257 QOEA -Childers
4 2.1.24|CALCULATOR - SHARP 109.95 |est. - G&L 257 OEA -Wheless
4 2.1.30|CALCULATOR - ROYAL 109.95 |est. - G&L 257 OEA - Read
4 2.1.32{CALCULATOR - HERMES . 109.95 jest. - G&L 257 OEA - Kirby
4 440621 2.2.02|COPIER, XEROX 1090 1,041.19 OEA - Copy Room
4 440621 2.2.02|COPIER, XEROX MDL 1090 54,675.40 OEA - Copy Room
4 426444 2.2.02| XEROX 1050 COPIER W/RECIRCU 18,609.00 OEA - Copy Room
4 2.2.02|CLOCK ) 20.00(GAL 343 OEA - Copy Room
4 2.2.02|CALCULATOR - VICTOR 109.95est. - G&L 257 OEA - Copy Room
4 2.2,02|ELECTRIC PENCIL SHARPENER 37.95|GAL 8B40 OEA - Copy Room
4 2.2.02]MAIL SCALE 20.00|G8L 835 OEA - Copy Room
4 2.2.02|PAPER CUTTER 99.95|G&L 914 OEA - Copy Room
4 2.2.02|PAPER CUTTER 99.95,G8L 914 OEA - Copy Room
4 2.2.02[TIME CLOCK 200.00[G&L 341 ]
4 2.2.02|TIME CLOCK 200.00|G&L 341
4 365651 2.2.08| TYPEWRITER, ELECTRIC IBM SE 876.00 OEA -Fax Room
4 407918 2.2.12(TYPEWRITER, ELECTRIC IBM 760.00 OEA - Storeroom ]
4 387249 2.2.12(TYPEWRITER, IBM ELECTRIC 846.00 Surplus 7/29/95 (J. Benner)
4 |Qutside 2.2.14|ICEMAKER - MARVEL 750.00|est. OEA hallway
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Estimated

Estimated Market

Inventory # Serial#t| Room # Description Purchase Price | Purchase Price Value Employee
4 22.18|CALCULATOR - SHARP 109.95|est. - G&L 257 OEA -K. Rebold
4 2.2 20|CALCULATOR - ROYAL 109.95 |est. - G&L 257 OEA -T. Gonzales
4 2.2.20|CALCULATOR - SHARP 109.95est. - G&L 257 OEA -J. Byrd
4 2.2.20|CALCULATOR - SHARP 109 95iest. - G&L 257 OEA -S. Meyers
4 2.2 22|CALCULATOR - ROYAL 109.95|est. - G&L 257 -
4 2.2 22|CALCULATOR - ROYAL 109.95|est, - G&L 257
4 600724 2.2.22|FAX MACHINE 2,000.00|est.- OER/OE&T |OEA Treasury Ops T
4 2.3.02(CALCULATOR - SHARP 109.95 |est. - G&L 257 OEIl - G. Baker )
4 2.3.02|CALCULATOR - SHARP 109.95|est. - G&L 257 |OLCGI - B. Seifts
4 431395 2.3.02|LETTER OPENER - AUTOMATIC 631.25 QEI/OLCGI
4 469499 2.3.02| TRANSCEIVER, FACSIMILE, CAN 1,968.20 OEINOLCGI
4 385583 2.3.26 | TYPEWRITER, IBM ELECTRIC 846.00 OLCGI - Trading Room
4 407921 2.326{ZENITH TV OLCGI - Trading Room
4|Now# 2.3.26|ZENITH VCR OLCGI - Trading Room
4 2.4.04|CALCULATOR - SHARP 109 95|est. - G&L 257 OFIl - B. Watson
4 2.4.06| ELECTRIC PENCIL SHARPENER 37.95|G&L 840 OFH - Trading Room
4 2.4 10|CALCULATOR - HERMES 10995 est. - G&L 257 oFm - Vacant
4 349186 2.4.10|TYPEWRITER, IBM CORRECTING 930.50 OFil - N. Murrow
4 3.1.00]ICEMAKER 750.00 (est. OAM-Breakroom
4 3.1.00| MICROWAVE - HOTPOINT 220.00,GBL 625 OAM-Breakroom
4 3.1.00|MICROWAVE - KENMORE 220.00|GAL 625 OAM-Breakraom
4INO# 3.1.00|OVEN - FRIGIDARE 550.00|est. OAM-Breakroom
4INO # 3.1.00|REFRIGERATOR - GEfHOTPOINT 750.00(est. OAM-Breakroom
4(NO# 3.1.00|REFRIGERATOR - GE/HOTPOINT 750.00 |est QAM-Breakroom
4 3.1.00(TOASTER/TOASTER OVEN 150.00(est. OAM-Breakroom
4 3.1.00{TV-M WARD - 200.00/est. OAM-Breakroom
4 358814 3.3.16|TYPEWRITER, ELECTRIC IBM SE 954.45 Surplus ?
4 327 3.3.16; TYPEWRITER, IBM CORRECTING 776.50 Surplus ?
4 oulside 2.2 14|COFFEE POT 60.95|G&L 629 OEA hallway
4 outside 2.2 14|COFFEE POT 60.95(GAaL 629 QEA hallway ]
[ 89,684.42 9,782.55
12 489909 1.2.00|{COMPUTER, 486DX - AmTech 3,720.00 1,500.00| OAM-vacant {(CL)
12 491970 2V527 1.2.00)COMPUTER, DELL 450/M BUNDLE 4,618.00 2,000.00|OPI - Maugham
12|No# 4431000196 1.2.00|Dell Monitor 0.00 200.00|OPt - Maugham (included in bundle price)
12 |No# T4KAM2529390 1.2.00|EverView Monitor 400.00 150.00|OAM-vacant (CL)
12 457493 1.2.00|INTERNAL MODEM 586.00 150.00|OPI - Maugham
12 456828 1.2.00/LASER PRINTER- HP WD 2,308.00 600.00{OPI - Maugham
12 457493 1.2.00| MICROCOMPUTER - IBM PS/2 7,646.00 300.00|0PI - Maugham
12 502310 USB4402259 1.2.00[PRINTER HP DESKJET 1200C BL (COLOR) 1,462.00 1,000.00| OAM (note: Compuler eslimate purchase
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12 490353 2L.ZLK 1.2.04| COMPUTER, DELL 450/M BUNDLE 4,714.00 2,500.00/0PI - Long
12 502942 1.2.04| COMPUTER, TOSHIBA PORTEGE 2,720.00 2,000.00|OPI - Long
12|Noi#t 315A2285 1.2.04Dell Monitor 0.00 200.00|OPI - Long
12 435198 1.2.04|LASER PRINTER 1,999.95 600.00/0PI - Long
12 503686 1.2.06| COMPUTER TOSHIBA PROTEGE 2,083.00 2,000.00|OPI - Nickels
12 490352 1.2.06|COMPUTER, DELL 450/M BUNDLE 4,714.00 2,500.00/OPI - Nickels
12|Noi# 316A1490 1.2.06|Dell Monitor 0.00 200.00]0OFI - Nickels
12 493288 1.2.06 [HP SCANJET IiP PC 801.00 400.00|OPI - Nickels
12 490351 1.2.06{PRINTER, HP LASERJET VM 1,765.00 600.00|OPI - Nickels
12 494675 2XDH5 1.2.08|DELL 466/MXV BUNDLE 3,309.00 2,000.00|OAM/ASA - Borowski
12[No# 320B1920 1.2.08|Dell Monitor 0.00 . 200.00|OAM/ASA - Borowski
12 491971 1.2.08PRINTER, HP LASERJET IVM 1,765.00 600.00 OAM/ASA - Borowski
12 45954 1.2.08(Supra 14.4 Modem - 200.00 100.00 OAM/ASA - Borowski
12 4938523 1.2.10|DELL 466/MXV BUNDLE 3.162.00 2,000.00{ OAM - Ricks
12 600770 65528A0580Q55 1.2.10|DELL MONITOR - 17" 856.00 856.00|OAM - Ricks
12 77 1.2.10|FAX MODEM 200.00 100.00|OAM - Ricks
12 7 1.2.10{PRINTER - HPIIl 1,000.00 400.00|0AM - Ricks
12 498527 315256 1.2.12|DELL 466/MXV BUNDLE 2,322.00 2,000.00|OAM - Wallace
12 498527 1.2.12|DELL 466/MXV BUNDLE 840.00 OAM - Wallace
12 600771 65528A07KH55 1.2.12|DELL MONITOR - 17" 856.00 856.00|OAM - Wallace
12 489398 1.2.12|PRINTER, HP LASERJET IV 1,360.00 600.00|/0OAM - Wallace
12 436398 1.2.14|COMPUTER, COMPAQ PORTABLE Il 3,614.00 300.00/ OAM/ASA - Vacant (JR)
12 494677 2XD5L 1.2.14|DELL 466/MXV BUNDLE 3,309.00 2,500.00| OAM/ASA - Vacant (JR)
12|No# 33181961 1.2.14 |Dell Monitor 0.00 200.00|OAM/ASA - Vacant (JR)
12 491972 1.2.14{PRINTER, HP LASERJET VM 1,765.00 600.00 OAM/ASA - Vacant (JR)
12 009566 1.2.14(Supra 14.4 Modem 200.00 100.00{OAM/ASA - Vacant (JR)
12 282130TA 1.2.14|Trakker backup 300.00 200.00| OAM/ASA - Vacant (JR) _
12 453974 1.3.04|FAX MODEM 517.47 50.00|OAM {not currently used)-S. ONION (O
12 498599 2.1.00| AUTOMATIC FILE CONVERSION S 1,500.00 1,000.00|OEA-(Vacant-reception area)
12 494680 2XDSK 2.1.00|DELL 466/MXV BUNDLE 3,309.00 2,000.00|OEA{Vacant-reception area)
12|No# 320B3730 2.1.00|Dell Monitor 300.00 200.00|OEA-(Vacant-receplion area)
12 493588 2.1.00(HP JD CARD FOR DESIGNJET 60 577.00 300.00|OEA-(Vacant-reception area)
12 498598 USFB365127 2.1.60|HP LASERJET 451 MX PRINTER 4,259.00 3,000.00|OEA-{Vacant-reception area)
12 456837 2.1.00{T/R NETWORK 16/4 (FILESERVER) 565.00 150.00 | OEA-{Vacant-reception area)
12 0002670210641802 2.1.00{US Rabotics 14.4 Modem 150.00 150.00|OEA-(Vacant-reception area)
12 2.1.00(US ROBOTICS SPORTSTER MODEM 150.00 100.00|OEA-(Vacant-reception area)
12 502945 2.1.04| COMPUTER, TOSHIBA PORTEGE 3,035.00 2,000.00|OEA-lberg
h12 600850 65528A07BQ55 2.1.04(DELL MONITOR - 17" 856.00 856.00|OEA -lberg
12{No# SG5111N2N6 2.1.04|DESKJET 560C 350.00 350.00 OEA-iberg
12 479972 2.1.06/CD ROM 400.00 200.00|OEA-White
12 486892 2843Q 2.1.06 COMPUTER, DELL 433/M BUNDLE 2,913.00 1,500.00| OEA-lberg or White?
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12 489530 2KKWB 2.1.06 [ COMPUTER, DELL 466/L 3,071.00 2,000.00 | OEA-White i
12 459203 2.1.06[LASER PRINTER - HP LASERJET Ill 2,311.88 600.00/OEA -White
12 455174 2.1.06|LASER PRINTER - HP SERIES Il 1,6905.23 600.00| OEA-White
12{No# U430012087 2.1.06|MONITOR, DELL SVGA 1024l 282.00 200.00|OEA-White
12 453336 JC1601VMA1 2.1.06|MONITOR, NEC MULTISYNC 4D C 1,270.00 300.00|OEA-White
12 2.1.06|SUPRA FAX MODEM 200.00 100.00 |OEA-White
12 490405 2NNW5 2.1.08|COMPUTER, 466/M BUNDLE 3,368.00 2,000.00(OEA-Woodard
12(No# 32084015 2.1.08|Delt Monitor 400.00 200.00)|OEA-Woodard
12 |No# US3651R0OCE 2.1.08|DESK JET 500 300.00 200 00|OEA-Woodard
12 600602 4X505 2.1.10DELL 466 Le 2,052.00 2,000.00 OEA-Hill
12 600601 4X507 2.1.10|DELL 466/LE 16/340/BUNDLE 2,052.00 2.000.00/OEA-Hill
12 |No# 3750109048 2.1.10|Dell Monitor 259.00 200.00| OEA-Hill
12 |No# ) US36Q151TJ 2.1.10|HP DESK JET 500 300.00 200.00|QEA-Hill
12 494679 2XD5F 2.1.12\DELL 466/MXV BUNDLE 3,309.00 2,000.00|OEA-Smith
12 |No# 32084022 2.1.12Dell Monitor 400.00 200.00(QEA-Smith
12 474125 3224A20094 2.1.12{HP LASER JET 500 300.00 200.00|OEA-Smith
12 502944 2.1.14|COMPUTER, TOSHIBA PORTEGE 3,535.00 2.000.00|OEA-Moeller
12|NQ # M431022798 2.1.14(DELL MONITOR 259.00 200.00}OEA-Moeller
12 474126 3224A20090 2.1.14(HP LASET JET 500 300.00 200.00|OEA-Moeller
12|NO # 2.1.16| DELL MONITOR 25000 2,000.00|OEA-Storeroom
12| - 428942 2116 EMULATION BOX 960.00 3A00.00|0EA
12 429276 2.1.16|IRMA PRINT 960.00 300.00|OEA-Storeroom
12 433685 2.1.16 IRMA PRINT BOARD/BOX PARALL 755.00 300.00|OEA-Storeroom
12 492034 2.1.16|NVIEW MODEL SPECTRA-C LCD 3,674.00 2,500.00|QEA-Storercom
12 499897 2.1.16| THINKPAD 350C 486NOTEBOOK W 3,538.00 2,500.00|OEA-Storeroom
12 494678 2XD53 2.1.20|DELL 466/MXV BUNDLE 3,300.00 2,000.00|OEA - Record
12 |No# 32081861 2.1.20|Dell Monitor 400.00 200.00|OEA - Record
12 094708 2.1.20|MICROSPEED MOUSE £0.00 25.00/OEA - Record
12 434133 2.1.20| PRINTER SYSTEM - HP Laserjet Il 2,163.83 600.00|OEA - Record
12 490406 2NNW4 2.1.22|COMPUTER, DELL 466/M BUNDLE 3,368.00 -2,000.00|OEA -Childers
12 |No# 431000437 2.1.22(DELL MONITOR 400.00 200.00|0OEA -Childers
12(NO # 3052871532 2.1.22|HP DESKJET 500 300.00 200.00({OEA -Childers
12 498540 IS7ZH 2.1.24|DELL 466/MXV BUNDLE 3,105.00 2,000.00|OEA -Wheless
12| No# M454125577 2.1.24|DELL MONITOR 400.00 200.00 | OEA Wheless
12 430589 2.1.24[LASERJET PRINTER,SERIES I 1,402.50 600.00|OEA -Wheless
12 456991 2.1.26 DESK, SINGLE PEDESTAL LEFT 613.31 OEA -Vacant
12 415552 2.1.26|PRINTER, HP LASER JET 1,820.00 500 00| OEA -Vacant
12 600853 54Y4. 2.1.30|DELL 575/XL BUNDLE 2,351.00 2,351.00|0OEA - Read
12 |No# 79793A1XG675 2.1.30|DELL MONITOR 442.00 442 .00|0OEA - Read
12 429791 2.1.30|HP LASER JET i 1,462.00 600.00|OEA - Read
12 494681 2XD50 2.1.32|DELL 466/MXV BUNDLE 3,309.00 2,000.00!0EA - Kirby
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12|No# 32081908 2.1.32|DELL MONITOR 400.00 200.00|OEA - Kirby
12 31014A2441 2.1.32|PRACTICAL PERIPHERAL MODEM 9600 200.00 100.00|OEA - Kirby
12 493284 2.2.02|AGILE INTERFACE FOR XEROX 4 1,113.00 600.00|OEA - Copy Room ]
12 493285 2.2.02|AGILE INTERFACE FOR XEROX 4 1,113.00 600.00|OEA - Copy Room
12 428944 2.2.02(EMULATION BOX - IRMA BOX 960.00 300.00|Transferred 10/3/95 - Surplus to OIR |
12 448266 2.2.02|LASER PRINTER - DATA PRODUCTS 3,134.67 1,000.00|Transferred 10/3/95 - Surplus to OIR
12 479019 2.2.02|MICROFILM READER/PRINTER witable 11,142.45 OEA - Copy Room
12 493414 56V-004741 2.2.02|XEROX 4213 LASER PRINTING § 3,805.00 3,000.00|0EA - Copy Room ]
12 493415 56V-004364| 2.2.02| XEROX 4213 LASER PRINTING S 3,895.00 3.000.00|OEA - Copy Room
12 463168 2.2.10| ANALOG MONITOR, MULTISYNC 3 650.38 150.00(OEA -Server Room
12 602540 595025451846/  2.2.10(APC SMART-UPS 614.00 600.00|OEA -Server Room
12|No# 888609004281 2.2.10|AT&T MONITOR 400.00 150.00|QEA -Server Room Bl
12{No# 41505277T424| 2.2.10/COMPAQ MONITOR 400.00 200.00|OEA -Server Room
12 439996 4833AJ281068 2.2.10{COMPUTER COMPAQ DESKPRO 386 5,420.50 300.00{OEA -Server Room B
12 496553 2.2.10/COMPUTER COMPAQ PROLIANT 20 11,672.48 11,672.00|OEA - Server Room (UTS_OAM)
12 446482 2.2.10[COMPUTER, AT & T 6386 3,526.00 500 00|OEA -Server Room
12 479979 2.2.10|COMPUTER, CUI ADV 486 W/14" 1,999.00 400.00|OFIt - Vacant
12 600690 72-8052523 2.2.10|COMPUTER,IBM PS/2 MODEL 60 4,362.00 300.00|OEA -Server Room
12 600775 08216 2.2.10|DELL SYSTEM 310 3,000.00 400.00|OEA -Server Room (CD-VIEW server)
12 6500697 DP95000079 2.2.10|DISCPORT CDROM & SOFTWARE 1,838.98 1,600.00/0EA -Server Room
12 379057 2.2.10|DISPLAY COLOR 555.53 200.00|QEA -Server Room B
12 440000 4833A.1280992 2.2.10|FIXED DISK, COMPAQ TYPE 17 6,407.00 300.00.0EA -Server Room (PC Anywhere serv
12 443259 2.2.10|GIS 650 WATT UPS 837.00 300.00|OEA -Server Room
12 479980 2.2.10]GOLDSTAR MONITOR 50000 150.00(OEA -Server Room
12 479984 2.2.10;GOLDSTAR MONITOR 500.00 150.00|OEA -Server Room
12 446482 2.2.10){HARD DISK, 300 MB ADDED TO HOOK_EM 2,200.00 300.00}0EA -Server Room
12 A0104000390C 2.2.10|HAYES 2400 MODEM 250.00 50.00{OEA -Server Room
12|No# C2106A| 2.210|HP DESKJET 400.00 200.00|OEA -Server Room
12|No# 23-13537 2.2.10(IBM MONITOR 40000 150.00|OEA -Server Room
12 [No# 72-0978131 2.2.10(IBM MONITOR 400.00 150.00{OEA -Server Room
12 462407 23-1247100| 2.2.10(I1BM PS/2 MODEL: 555X 2,520.00 300.00|OEA - Server Room
12 0030922004 2.2.10|MAGNOVOX MONITCR 400.00 150.00|OEA -Server Room
12 493287 A04120043977 2.2.10|MODEM, HAYES BAUD 568.00 100.00(OEA -Server Room
12 443257 61-012448 2.2.10| MODEM, US ROBOTICS COURIER 547.50 100.00|OEA -Server Room
12 443260 61-012479 2.2.10|MODEM, US ROBOTICS COURIER 547.50 100.00|OEA -Server Room
12(No# ‘45CH00536 2.2.10|PLEXTOR 4PLEX CD-ROM 450.00 400.00(OEA -Server Room
12 (No# 45CH007226 2.2 10|PLEXTOR 4PLEX CD-ROM 450.00 400.00|OEA -Server Room
12 376787 2.2.10{PRINTER, EPSON 837.00 200.00|OEA -Server Room
12 2.2.10{TODD CD-ROM TOWER 1,500.00 500.00|OEA -Server Room
12 600851 65528A07AD55!  2.2.14iDELL MONITOR - 17" 856.00 856.00|OEA -B. Edwards |
12 600772 54Y45 2.2.141DELL XL 575 BUNDLE 2,351.00 2,351.00!0EA -B. Edwards
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12 2.2.14|US ROBOTICS MODEM 150.00 100.00|QOEA -B. Edwards
12 439529 ZKKWD 2.2.16|COMPUTER, DELL 466/L BUNDLE 3,071.00 2,000.00|OEA -L. Carino
12 459872 2.2.16 EXTERNAL TAPE BACK-UP, 80 M 724.00 *
12|NO # 85UC2106X 2.2.16|HP DESKJET 500 300.00 200.00|OEA -L. Carino
12|No# M431022799) 2.2.16|MONITOR, SVGA 1024 282.00 200.00|CEA -L. Carino
12 600691 503vMi  2.2.18(DELL 466/LE 16/340 BUNDLE 2,052.00 2,000.00|OEA -K. Rehoid
12|No# 03062G0G3995 2.2.18|DELL MONITOR 400.00 200.00|0OEA - K. Rebold
12 474124 3224220051 2.2.18|HP DESKJET 500 300.00 200.00{0EA -K. Rebold
12 493286 2.2.20 | AGILE INTERFACE FOR XEROX 4 1,113.00 600.00 |OEA -S. Meyers
12 443577 2.2.20|DISPLAY STATION CRT 6300 MO 771.00 7 Not on B. White's list
12 462405 2.2.20| MICROCOMPUTER - Club American 2,998.00 - 400.00|0EA-Byrd
12 462405 2.2.20|MICROCOMPUTER - Ciub Monitor 1,047.00 150.00{OEA-Byrd
12 460717 2.2.20 | MICROCOMPUTER- CLUB AMERICAN 3,546.00 400.00|OEA -5. Myers
12 460716 2.2.20|MONITOR, CLUB MULTISYNC 699.00 150.00)0EA -5. Myers
12 493416 56V-004496| 2.2.20|XEROX 4213 LASER PRINTING S 3,895.00 3,000.00|OEA -5. Myers
12 600774 08725 2.2 22|DELL SYSTEM 310 3,000.00 400.00 |OEA -K. Mayes
12 A13031083419|  2.2.22|HAYES 2400 MODEM 300.00 50.00 (OEA -K. Mayes
12|No# 3112504016 2.2.22|HP DESKJET 300.00 200.00 0OEA -V. Coffin
12|NO # US36QS1TV| 2.2.22|HP DESKJET 500 300.00 200.00{0EA -K. Mayes
12 459871 2.2.22|MICROCOMPUTER, IBM PS/2 6,646.00 300.00|0EA Mayes/Coffin
12 479020 2.2.22|MODEM - HAYES 2400 550.00 50.00|OEA K. Mayes
12 470981 2.2.22MODEM, PP 9600 BAUD W/MNP 510.00 150.00|OEA -KMayes/VCoffin
12 (No# 45096000217 2.2.22|SUN MOOR CD ROM DRIVE 470.00 200.00 | OEA -K. Mayes
12 0002670210641436|  2.2.22|US ROBOTICS 14.4 MODEM 150.00 100.00|OEA -K. Mayes
12 600692 S503VM| 2.2.24|DELL 466/LE 16/340 BUNDLE 2,052.00 2,000.00(0EA -J. Benner
12|No# 03062G0G3755| 2.2.24|DELL MONITOR 400.00 200.00 |OEA -J. Benner
12|No# 3109A21766|  2.2.24|HP DESKJET 300.00 200.00|OEA -J. Benner
12 369716 2.2.24| MODEM, HAYES SMART - 1260 B 639.88 50.00/0EA -J. Benner
12 475703 2.3.02)4MB CHIP FOR PRINTER, HP LA 200.00 OLCGI - B. Seifts
12 498526 3525D| 2.3.02|DELL 466/MXV BUNDLE 3,162.00 2,000.00|0EIll - G. Baker
12 503691 3SGTV 2,3.02|DELL 466/MXV BUNDLE 2,742.00 2,000.00(OLCGI - B. Seifts
12 |No# 45918A06A614|  2.3.02|DELL MONITOR 400.00 200.00{OLCGI- B. Seifts
12 A19231083555| 2.3.02|HAYES 2400 MODEM 350.00 50.00|OLCGI - B. Seifts
12 443261 2.3.02|HP LASERJET SERIES 0 1,769.00 600.00|OEIl - G. Baker
12 475703 2.3.02|PRINTER, HP LASERJET SERIES Iil 1,265.00 600 00|OLCGI - B. Seifts
12 479994 2.3.02|ULTRASCAN 14C (DELL MONITOR} 650.00 150.00|OEll - G. Baker
12 395414 2.3.02|WHEELWRITER 5, FOR IBM 836.00 300.00!OEIVOLCGI
12 419308 2.3.04|PRINTER, LASERJET, HP 2686A 1,828.75 200 00|Library
12 8350576 2.3.08| AMDECK MONITOR 450.00 150.00|OEA -AIS
12 594114443254  2.3.08|APC SMART UPS 600.00 600.00/0EA -AlS (OS/2 server)
12| No# CY5112NM152]  2.3.08|APPLE MONITOR 350.00 200.00(OEA -AIS
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12 |No# 512AF05AF738 2.3.08|COMPAQ MONITOR 250.00 200.00{QOEA -AlS (05/2 server)
12 463167 2.3.08|COMPUTER - TOKEN RING NETWO 500.00 150.00|0EA -Y. Gee
12 464031 2.3.08| COMPUTER WORKSTATION W/KEYB 912.00 OEA -7
12 486893 28271 2.3.08|COMPUTER, DELL 433/M BUNDLE 2,896.00 1,500.00/OEA -AlS (Gee)
12|No# M4513950 2.3.08|DELL MONITOR 300.00 200.00\0EA -AlS
12 489528 2KKWS 2.3.08|DELL 466 L 3,353.00 2,000.00|CEA - AIS (Read)
12 494676 2XD5G 2.3.08|DELL 466/MXV BUNDLE 3,309.00 2,000.00|0OEA -Gee
12 498543 38261 2.3.08|DELL 466/MXV BUNDLE 3,525.00 2,000.00|OEA-iberg
12 498541 AS526K 2.3.08|DELL 466/MXV BUNDLE 3,525.00 2,000.00|QEA -AlS (Kampfe)
12 600866 S58XNO 23 .08[DELL 575M W/ CD-ROM 3.000.00 3,000.00|OEA -AlIS
12 600852 54Y3R 2.3.08|DELL 575/XL BUNDLE 2,351.00 2,351.00|0QEA -AIS
12 600859 57152 2.3.08(DELL 575/XL BUNDLE 2,069.00 2.065.00|OEA -AIS
12 (Noi# 7096965 2.3.08(DELL MONITOR 442.00 400.00|OEA -AlS
12 [No# 320837254 2.3.08|DELL MONITOR 300.00 200.00|OFEA -AlS (Edwards)
12| Nc# M431022801 2.3.08{DELL MONITCGR 300.00 200.00|OEA - AlS (Read)
12|No# Ma454139519 2.3.08|DELL MONITOR 300.00 200.00|OEA -AlS (Gee)
12 |Noi# SN-45918A064Z14 2.3.08| DELL MONITOR 300.00 200.00|QEA -AIS (Wallace)
12 |No# SN-45918A06BX14 2.3.08|DELL MONITOR 300.00 200.00|0EA -AlS (Ricks)
12 600860 65532A00FH35 2.3.08(DELL MONITOR - 21" 1,713.00 1,713.00|0OEA -AlS
12 460220 2.3.08|DISPLAY, COLOR 615.00 150.00|OEA - AIS
12 476481 23-W2192 2.3.08|DISPLAY, COLOR 14" (#8515} 545.00 150.00/ OEA-AIS
12 456841 2.3.08|DISPLAY, COLOR, #8515, 14" 615.00 150.00(QEA - AIS
12|No# Us3eQ181TB 2.3.08|HP DESKJET 400.00 200.00(OEA -Y. Gee
12|No# US36Q1S1VF 2.3.08|HP DESKIJET 350.00 200.00|0OEA -AIS
12 uUs00140817 2.3.08|HHP SCANNER 1,200.00 1,000.00{OEA -AlS
12 460715 D001082 2.3.083|MICROCOMPUTER - CLUBR AMERICAN 4,745.00 400.00|0EA - AIS
12 460715 2.3.08 | MICROCOMPUTER W/COMPONENTS (MEM 384.00 OEA -AlIS
12 463167 2.3.08 MICROCOMPUTER, IBM 7,228.00 300.00|OEA -Y. Gee
12 460994 23-9008462 2.3.08| MICROCOMPUTER, IBM PS/2 6,646.00 300.00(0OEA -Y. Gee
12 460713 D001088 2.3.08| MICROCOMPUTER- CLUB AMERICAN 4,217.00 400.00|OEA -AIS
12|{No# - 2.3.08|MONITOR, CLUB MULTISYNC 699.00 150.00{QEA - AlS
12 460718 2.3.08|MONITOR, CLUB MULTISYNC 699.00 150.00|OEA - AIS
12 476483 23-RT745 2.3.08|MONITOR, IBM PS/Z 14" COLOR 600.00 150.00|QEA -AlS
12 600695 2.3.08POWER MAC 7100/80 8/700/CD 1,532.00 2,500.00|OEA - AIS
12 600696 2.3.08 PROLIANT 1500 PENT-75-NP-HD 10,225.71 10,000.00|OEA -Y. Gee (05/2 server) ;‘
12 0002570210641821 2.3.08|US ROBOTICS 14.4 MODEM 120.00 100.00|OEA -AlS (OS2 server)
12|No# 7095276 2.3.12|DELL 15" MONITOR 442 .00 400.00{QEA - M. Stinnett
12 499666 IH2FX 2.3.12|DELL 466/MXV BUNDLE 3,362.00 2,000.00|OEA - M. Stinnett
12 (No# M454124452 2.3.12|DELL MONITOR 400.00 200.00|OEA - M. Stinnett |
12 600854 571G0O 2.312\DELL XL 575 2. 688.00 2,685.00|0QEA - M. Stinnett
12|NO# US36Q151v7 2.3.12|HP DESKJET 500 400.00 200.00|OEA - M. Stinnett
INVENZ2.XLS
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12 480687 3201J18196 2.3.12!HP SCAN JET 1,000.00 400.00|OEA - M. Stinnett
12 0002670210641790 2.3.12|US ROBOTICS 14.4 MODEM 120.00 100.00|OEA - M. Stinnett
12 459322 - 2.3.14|ADAPTOR, T/R NETWORK IN STOCKS 6,072.00 1,000.00|OEA -Y. Gee
12|No# 0095048| 2.3.14|CLUB MONITOR 450.00 150.00 |OEA -Y. Gee (STOCKS)
12 436230 4751AJ2B1704| 2.3.14|COMPAQ DESKPRO 386 5,000.00 200.00(OEA -Y. Gee
12 439994 4835A02B0802| 2.3.14| COMPUTER, COMPAQ DESKPRO 33 '5,420.50 300.00|OEA -Y. Gee
12 479993 2.3.14|DELL 32MB RAM, CUST in STOCKS 4,497.00 500.00{0EA -Gee
12 479993 iROTV| 2.3.14|DELL 450SE/2 BUNDLE 6,393.00 2,000.00{OEA -Gee (STOCKS server)
12 498542 35271 | 2.3.14|DELL 466/MXV BUNDLE 3,105.00 2,000.00|OEA -Y. Gee
12 600858 571GL| 2.3.14|DELL 575/XL BUNDLE 2,069.00 2,069.00|OEA -Y. Gee
12(No# 79793A1YPH75| 2.3.14|DELL MONITOR 400.00 ‘ OEA -Y. Gee
12(NO# 3035513756 2.3.14|HP DESK JET 400.00 200.00|0EA -Y. Gee
12 479993 2.3.14|IGB DRIVE, 2ND, SE, CUST in STOCKS 1,529.00 500.00|OEA -Gee
12 434357 27T28A05472 2.3.14|PRINTER, HP PAINTJET 767.25 400.00,0AM-Gee
12 0008390034231762] 2.3.14(US ROBOTICS 28.8 MODEM 100.00 125.00{OEA -Y. Gee
12 494674 2XD5C 2.3.16| DELL 466/MXV BUNDLE 3,309.00 2,000.00|0OAM-D Gahagan
12 |No# M454106258 2.3.16|DELL MONITOR 400.00 200.00{OAM-D Gahagan
12|NO # US36T1R0BY| 2.3.16(HP DESKJET 500 400.00 200.00|OAM-D Gahagan
12 456842 23-D6939| 2.2.16|IBM MONITOR 600.00 150.00|0AM-D Gahagan
12 2.3.16|KEYBOARDS (2) 0.00 OAM-D Gahagan
12 2.3.16|[LABTEC SPEAKERS 150.00 OAM-D Gahagan
12 456827 23-9218910| 2.3.16|MiCROCOMPUTER- IBM P5/2 MODEL 80 6,582.00 300.00|0OAM- D. Gahagan
12 009568| 2.3.16|MODEM - SUPRA 14.4 FAX 150.00 100.00|OAM-D Gahagan
12 369712 2.3.16|MODEM, HAYES SMART - 1200 B 1,609.88 50.00|OEA-Storeroom
12 430696 '2.3.16|PRINTER - HP LASERJET SERIES Il 2,213.68 600.00 OAM-D Gahagan
12 484850 2.3.16)TW 72-PIN 16MB SIMMS FOR DGAHAGAN 2,199.00 300.00|OAM-D Gahagan
: 12 2.3.16{US ROBOTICS 28.8 MODEMS (2) 200.00 300.00|OAM-D Gahagan
i 12|No# 45918A01HM14| 2.3.18|DELL MONITOR 400.00 200.00/|0EMl - G. Cox
12 494685 30Q6Z| 2.3.18/DELL MXV BUNDLE 2,969.00 2,000.00(0EIl - G. Cox
12 2.3.18|MP 401 AUTO DATA SWITCH 0.00|leased thru Bloom. |OEIl - G. Cox
12 434135 2.3.18 PRINTER- HP SERIES il 2,163.83 600.00|0EN - G. Cox
‘ 12 498528 35254| 2.3.20|DELL 466/MXV BUNDLE 2,322.00 2,000.00|0EN - M. Penn
i 12|Noit 45918A069K14|  2.3.20 DELL MONITOR 840.00 200.00|OEIl - M. Penn
3 12 440501 2.3.20|LASER PRINTER, HP SERIES Il 2,299.93 600.00|OEIl - M. Penn
% 12 362645 2.3.20| MODEM, SMART, HAYES 550.00 50.00
12 475704 2.3.22(4MB CHIP FOR PRINTER, HP LA 200.00 OLCGI - H. Timmins
12 479877 2.3.22| COMPUTER, CUI ADV 436 W/14" 1,999.00 400.001OLCGI - H. Timmins
12 2.3.22|DATA SWITCH/CA POWER DIRECTOR 0.00lleased thru Bloom. [OLCGI - H. Timmins
12 498524 3s250( 2.3.22|DELL 466/MXV BUNDLE 2,322.00 2,000.00|0L.CGI - H. Timmins
12 No# 4591BA06BU14| 2.3.22|DELL MONITOR 840.00 200.00|OLCGI - H. Timmins
12 475704 2.3.22|PRINTER, HP LASERJET SERIES 1,265.00 600.00|OLCGI - H. Timmins
INVEN2.XLS
11/22/95
4:50 PM Page B




Estimated Estimated Market
# Inventory # Serial#| Room # Description Purchase Price | Purchase Price Value Employee

12 479978 2.3.22 |GOLDSTAR MONITOR ] 550.00 150.00|{OLCGI - H. Timmins
12 498667 3H2FW|  2.3.24|DELL 466/MXV BUNDLE 3,362.00 2,000.00CLCGI - C. Hopkins
12|No# 45918A097P24| 2.3.24|DELL MONITOR 400.00 200.00|OLCGI - C. Hopking
12 434849 2.3.24|PRINTER, LASER HP SERIES li 1,668.30 600.00]0LCGI - C. Hopkins
12 140394| 2.3.24|SUPRA 14.4 MODEM 150.00 - 100.0010LCGI - C. Hopkins
12 600707 2.3.26|COMPAQ PROLIANT 10,000.00 10,000.00/OLCGI - Trading Room
12 407920 2.3.26|COMPUTER, DESKPRO 4 COMPAQ 4,765.09 300.00{OLCG! - Trading Room
12{No# 2.3.26| COMPUTER, DESKTOP MONITOR 700.00 150.00!0LCGI - Trading Room
12{ 23ZBV16{  2.3.26|IBM MONITOR 450.00 150.00{OLCGI - Trading Reom
12 382644 2.3.26|MODEM, SMART, HAYES 580.00 50.00*
12 418692 2.3.26 PRINTER, EPSON FX 286 589.00 200.00|OLCGlI - Trading Room
12 486908 2.3.26|PRINTER, HP LASERJET IV 1,184.00 600.00
12 360449 2.4.02| TRADER, MONROE BOND 1,185.00 1,195.00|OFII - B. Holland
12 498525 2.4.04 DELL 466/MXV BUNDLE 3,162.00 2,000.00|QFII - D. Watson
12 |No# 45918A01K714|  2.4.04|DELL MONITOR 400( 200.00(OFII - D. Watson
12 443262 2.4.04|LASERJET SERIES I, HP 1,769.00 600.00|OFll - D. Watson
12 2.4.06|BLOOMBERG (1) 0.00|ieased OFIl - Trading Room
12 498665 3H211 2.4.06DELL 466/MXV BUNDLE 3.791.00 2,000.00|OFIl - Trading Room
12 600773 54Y40| 2.4.06[DELL 575/XL BUNDLE 2,688.00 2,688.00|OFil - Kampfe
12{No# 320B3736) 2.4.06\DELL MONITOR 400.00 200.00|OFII - Trading Room
12| No# U430012094] 2.4.06|DELL MONITOR 400.00 200.00|CFIl - Trading Room
12 2.4.06|DOW JONES TELERATE (2) 0.00|leased OFII - Trading Room
12 486895 2.4.06 HAYES ULTRA 96/SC EZ PC §52.00 100.00({OFMl - Trading Room
12 459321 2.4.06 MONITOR, COLOR 1,084.00 150.00(OLCGI- Trading Room
12 434134 2.4.06|PRINTER SYSTEM HPLJ Ul 2,163.83 600.00!OFII - Trading Room
12 376764 2.4.06| TRADER, MONROE BOND, MODEL 1,076.00 1,076.00|OFll - Trading Room
12 451685 2.4.06 TRADER, MONROE BOND, MODEL 1,395.00 1,395.00(OFll - Trading Room
12 439995 2.4.10 COMPUTER, COMPAQ DESKPROQ 38 5,420.50 300 00|OFHl - Vacant
12 479989 2.4.10|COMPUTER, CUI ADV 486 WH4" 1,999.00 400.00|OFIl - Vacant
12 479990 2.4.10|GOLDSTAR MONITOR 500.00 150.00|OFIl - Vacant
12 B09068023498|  2.4.10|HAYES 1200 MODEM 400.00 50.00]OFIl - Vacant
12 2014435Z| 2.4.10|NEC MONITOR 450.00 150 00[OFII - Vacant
12 369710 0772347 2.4.10{PRINTER, W/IBM PRINTER STAN 1,179.88 200.00|OFIl - Trading Room
12|No# 82000703 2.4.10[SAMSUNG MONITOR 450.00 150.00 (OFMN - Vacant
12 82001361 2.4.10|SAMSUNG MONITOR 450.00 150.00 OFIl - Vacant
12 439999 3.1.00|DAYNA FILE, 360K - 51/4" D 803.00 OAM-Storage
12 456843 3.1.02|COMPUTER, IBM PS/2 MODEL. 7 3,020.00 300:0010AM- Storage
12 453973 3.1.02| DESKWRITER, HP 740.00 200.00|0AM-Storage
12|No# 90102349 3.1.02|GOLDSTAR MONITOR 450.00 150.00/0AM- Storage
12 [No# 23-GHv66| 3.1.02|1BM MONITOR 450.00 150.00{0AM- Storage
12 [No# 72-06782|  3.1.02|IBM MONITOR 450.00 150.00| OAM- Storage
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12 459354 3.1.02|IBM PS/2 MODEL 55 5,000.00 300.00 | OAM- Storage
12 447097 3.1.02|1BM PS2/ MODEL 70 3,740.00 300.00|OAM- Storage
12 430588 3.1.02|LASERWRITER PLUS 3,999.00 . 200.00)0AM-Storage
12 476484 3.1.02|MONITOR, IBM PS/2 14" COLOR 600.00 150.00{OAM- Storage
12 383349 3.1.02|PRINTER, FX 100, W/CABLE 900.00 200.00| OAM-Storage
12 479996 3.1.02|PS/2 40 SX 2/HDBO 1,406.00¢ 300.00| OAM- Slorage
12 82000553|  3.1.02|SAMSUNG MONITOR 450.00 150.00{OAM- Storage
12 459322 3.1.02|WYSE COMPUTER 3,000.00 OAM- Storage
12 460241 3.1.06|ANALOG MONITOR, MULTISYNC 3 650.38 150.00|OAM - Storage (3.1.08)
12 422651 3.1.08|COLOR MONITOR 753.00 150.00|Surplus ?
12 1610082B0113]  3.1.08|COMPAQ PORTABLE 3,600.00 200.00;0AM - Storage (3.1.08)
12 422645 3.1.08| COMPUTER, VECTRA 45 PC T244 2,719.20 300.00|OAM - Storage (3.1.08) from 2.4.10 - FlI
12 422648 3.1.08 COMPUTER, VECTRA 45 PC 7244 2,719.20 300.00|OAM - Storage (3.1.08)
12 419311 3.1.08(COMPUTER, VECTRA MODEL 45 3,273.20 300.00|/OAM - Storage (3.1.08)
12 : 532007|  3.1.08|IBM DISK DRIVE 350.00 50.00|OAM - Storage {3.1.08)
12 23-RCROB| 3.1.08|IBM MONITOR 400.00 100.00|OAM - Storage (3.1.08)
12 419310 3.1.08 | MONITOR, COLOR HP 35741A 547.25 150.00)0AM - Storage (3.1.08)
12 389404 3.1.08|OKIDATA MICROLINE PRINTER 400.00 100.00[{OAM - Storage (3.1.08)
12 CDSG51568|  3.1.08{OMEGA SYSTEM 450.00 100.00]OAM - Storage (3.1.08)
12 9LMASIF33823|  3.1.08|PANASONIC KX PRINTER 550.00 100.00|0AM - Sterage (3.1.08)
12 418089 3.1.08|PRINTER W/TRACTOR FEED, EPS 5668.00 200.00{QOAM - Storage (3.1.08)
12 PX-010711 3.1.08| PROCOM DISK DRIVE 400.00 50.00|OAM - Storage (3.1.08)
12 81500300 3.1.08| SAMSUNG MONITOR 400.00 100.00(OAM - Storage (3.1.08)
12 489527 2KKWa Bsmt|COMPUTER, DELL 466/L BUNDLE 3,071.00 2,000.00|OEA-Basement Storeroom

“12|{No# M454139504 Bsmt|MONITOR, DELL SVGA 10241 282.00 200.00 OEA-Basement Storeroom
417,841.40 113,653.00
Equipment Total 507,525.82 123,435.55
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1996 Annual Fee and Allocation Schedule

Ext. Port Mgmnt Fees
Ext. Port. Mgmnt. Fees Reserve (15%)
Custodian Fees
Performance Compensation

TOTAL

Percentage of Market Value ...

PUF U.T. Funds
Separate
Pooled Funds Funds Q-EIE Total
4,958.5 1,549.7 1,123.7 526.2 181.9 8,340.0
2,997,736 2,640,838 0 947 160 0 0 6,585,734
449 660 0 0 0 0 0 449 660
305,000 214,021 47 675 0 2,746 0 569,442
0 0 0 0 0 338,937 338,937
5,781,184 5,024,618 379,730 947,160 2,746 338,937 12,474,375

Ext. Port. Mamnt R

Ext. Port. Mgmnt. Fees Reserve (15%)
Custodian Fees

Performance Compensation
TOTAL

AUMMATX.XLS; UTIMCO Serv-Fees

0.06% 0.17% ~ 0.00% 0.18% 0.00% n/a 0.08%
0.01% 0.00% 0.00% 0.00% 0.00% nfa 0.01%
0.01% 0.01% 0.00% 0.00% 0.00% n/a 0.01%
0.00% 0.00% 0.00% 0.00% 0.00% n/a 0.00%
0.12% 0.32% 0.03% 0.18% 0.00% n‘a 0.15%
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ARTICLES OF INCORPORATION In the Giiics of re
Secratary of Siate of Texas
OF
NOV 15 1995

THE UNIVERSITY OF TEXAS INVESTMEN[
MANAGEMENT COMPANY CORPORATIONS SECTION

I, the undersigned natural person, of the age of eighteen (18) years or more, acting
as incorporator of a corporation under the Texas Non-Profit Corporation Act, do hereby
adopt the following Articles of Incorporation for such corporation (the "Corporation”):

ARTICLE L
The name of the Corporation is The University of Texas Investment Management
Company.
ARTICLE IL

The Corporation is a non-profit corporation.

ARTICLE IIL

The period of the Corporation’s duration is perpetual.

ARTICLE IV.

The exclusive purposes for which the Corporation is organized and is to be operated
are charitable and educational within the meaning of section 501(c)(3) of the Code. In
accomplishment of such purposes, the Corporation is to be administered solely for the
purpose of aiding, assisting, supporting and acting on behalf of The University of Texas
System (the "System"), an agency of the State of Texas, in the performance of its essential
governmental function of providing higher education in accordance with the laws of the
State of Texas authorizing and governing the System and the creation of the Corporation.
Specifically, the Corporation will be administered for the benefit of the System by:

(a) Investing funds under the control and management of the Board of Regents
of the System (the "Board of Regents"), including the permanent university fund,




as designated by the Board of Regents in accordance with the taws of the State of
Texas; and

(b)  Performing such other activities or functions that the Board of Directors of
the Corporation determines are necessary or appropriate for the accomplishment
of the purposes of the Corporation, provided, however, that the Corporation may
not engage in any business other than investing funds designated by the Board of
Regents pursuant to a contract with the System for the investment of such funds.

The broadest discretion is vested in and conferred upon the Board of Directors of
~ the Corporation for the accomplishment of these purposes, provided, however, that no
contribution shall be made or distributed to or for any person, firm, corporation, or other
entity that shall apply, directly or indirectly, such contributed funds for any purpose ot
purposes in violation of the Constitution and statutes of the United States or the State of
Texas.

ARTICLE V.
The Corporation shall have no members, within the meaning of the Texas Non-
Profit Corporation Act.
ARTICLE VI
The street address of the initial registered office of the Corporation is 701 Brazos
Street, Austin, Texas 78701, and the name of its initial registered agent at such address
is C T Corporation.
ARTICLE VIL

The initial number of members of the Board of Directors is four (4) and the names
a:id addresses of the persons who are to serve initially as Directors are:

Name Address

William H. Cunningham 601 Colorado Street
Austin, Texas 78701

Donald L. Evans 508 W. Wall, Suite 500
Midland, Texas 79701



|

Thomas O. Hicks 200 Crescent Court, Suite 1600
Dalias, Texas 75201

Tom Loeffler 7710 Jones Maltsberger, Suite 540
San Antonio, Texas 78216

ARTICLE VIIL

The name and street address of the incorporator are :

Name Address
Jerry E. Turner | One American Center

600 Congress Avenue
Austin, Texas 78701-3200

ARTICLE IX.

Regardless of any other provisions of these Articles of Incorporation or the laws
of the State of Texas, the Corporation shall not, within the meaning of section 501(c)(3)
of the Code:

(1)  permit any part of the net earnings of the Corporation to inure to the benefit
of any private individual (except that reasonable compensation may be paid for
personal services rendered to or for the Corporation affecting one or more of its

purposes);

(2) devote more than an insubstantial part of its activities to attempting to
influence legislation by propaganda or otherwise;

(3) participate in, or intervene in (including the publication or distribution of
statements), any political campaign on behalf of any candidate for public office; or

(4)  attempt to influence the outcome of any specific public election or to carry
on, directly or indirectly, any voter registration drives.
ARTICLE X

Upon the dissolution of the Corporation, after payment or provision for payment
of the Corporation’s liabilities has been made, the Corporation’s remaining assets shall be



distributed exclusively to the System. If the System is not in existence, such assets shall
be distributed to the State of Texas exclusively for public purposes.

ARTICLE XI.

The Corporation shall indemnify (which indemnification shall include, without
limitation, advancing reasonable expenses) any person who is or was a Director, officer,
employee, or agent of the Corporation (or any person who is or was serving at the request
of the Corporation as a Director, officer, employee, or agent of another corporation,
partnership, joint venture, trust, or other enterprise) to the fullest extent required or
permitted by applicable law. In addition, the Corporation shall have the power to
indemnify (which indemnification shall include, without limitation, advancing reasonable
expenses) to the fullest extent permitted by law such other persons as the Board of
Directors may determine from time to time. The Corporation shall have the power to
purchase and maintain at its expense insurance on behalf of such persons to the fullest
extent permitted by applicable law, whether or not the Corporation would have the power
to indemnify such persons under the foregoing provisions.

ARTICLE XII.

As used herein the term "Code" refers to the Internal Revenue Code of the 1986,
as amended, and future corresponding revenue laws of the United States.

ARTICLE XIIL
These Articles may be amended by the Board of Directors of the Corporation with
the approval of the Board of Regents.

IN WITNESS WHEREOF, I have herecunto set my hand this 14th day of
November, 1995. .




STATE OF TEXAS §
COUNTY OF AUSTIN §

I, notary public, do hereby certify that on this 14th day of November, 1995,
personally appeared before me Jerry E. Turner, who, being by me first duly sworn,
declared that he is the péfson who signed the foregoing document as incorporator, and

that the statements theretn contained are true.

Given IN WITNESS WHEREOF, I have hereunto set my hand and seal the day

and year above written.

__Z“O.u_t’ ICS _',“-*Lu@_,rm;‘. \_‘4' 1/ at_-!lJ_u_j.
Notary Public in and for
the State of Texas

£\j£0264wni918\36000Narticies.inc
10/06/95 (12:52pm)



The State of Texas

SECRETARY OF STATE

CERTIFICATE OF INCORPORATION
OF |
THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY
CHARTER NUMBER 01377795-01

The undersigned, as Secretary of State of Texas, hereby certifies that the attached Articles
of Incorporation for the above named corporation have been received in this office and are
found to conform to law.

ACCORDINGLY, the undersigned, as Secretary of State, and by virtue of the authority
vested in the Secretary by law, hereby issues this Certificate of Incorporation.

Issuance of this Certificate of Incorporation does not authorize the use of a corporate name

in this state in violation of the rights of another under the federal Trademark Act of 1946,
the Texas trademark law, the Assumed Business or Professional Name Act, or the common
law.

Dated: November 15, 1995
Effective November 15, 1995

o}

. Antonio O. Garza, Jr.
Secretary of State
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BYLAWS
OF

THE UNIVERSITY OF TEXAS
INVESTMENT MANAGEMENT COMPANY

ARTICLE I
STRUCTURE AND PURPOSES

Section 1. Structure. The University of Texas Investment Management Company (the
"Corporation™) is a nonprofit corporation organized under the laws of the State of Texas, including the
Texas Non-Profit Corporation Act, Tex. Rev. Civ. Stat. Ann. Art. 1396 (the "Act"). The Articles of
Incorporation of the Corporation (as amended from time to time, the "Articles of Incorporation") were
filed in the office of the Secretary of the State of Texas on November 15, 1995. '

Section 2. qub_g The Corporation shall have no members.

Section 3. Burposes. The Corporation is organized and will be operated exclusively for
charitable and educational purposes. In accomplishment of such purposes, the Corporation will be
administered solely for the purpose of aiding, assisting, supporting and acting on behalf of The
University of Texas System (the "System"), an agency of the State of Texas, in the performance of its
essential governmental function of providing higher education in accordance with the laws of the State
of Texas authorizing and governing the System and the creation of the Corporation. The Corporation
shall have, without limitation, the following purposes:

() To invest funds under the control and management of the Board of Regents of the
System (the "Board of Regents"), including the permanent university fund, as designated by the
Board of Regents in accordance with the laws of the State of Texas; and

(b) To perform such other activities or functions that the Board of Directors of the
Corporation determines are necessary or appropriate for the accomplishment of the purposes of
the Corporation, provided, however, that the Corporation may not engage in any business other
than investing funds designated by the Board of Regents pursuant to a contract with the System
for the investment of such funds.

Section 4. Approval by System. Notwithstanding the powers delegated to the Board of
Directors of the Corporation, the Corporation may not contract with the Board of Regents to invest funds
under the control and management of the Board of Regents, including the permanent university fund,
uniess and until the Board of Regents has approved (i) the Articles of Incorporation and Bylaws of the
Corporation; (ii) the investment policies of the Corporation; (iii} the audit and ethics committee of the
Corporation; and (iv) the code of ethics of the Corporation. Furthermore, the Board of Regents must



approve (1) any amendments to the Articles of Incorporation and Bylaws of the Corporation; (ii) any
changes to the investment policies of the Corporation; (iii) any changes in the audit and ethics committee
of the Corporation; and (iv) any changes in the code of ethics of the Corporation. The Corporation shall
file quarterly reports with the Board of Regents concerning such matters as required by the Board of
Regents.

ARTICLE II
OFFICES

Section 1. Principal Place of Business. The principal place of business of the Corporation
shall be located at Claudia Taylor Johnson Hall, Second Floor, 210 West 6th Street, Austin, Texas
78701. The Corporation may have such other offices, either within or without the State of Texas, as the
Board of Directors may determine or as the affairs of the Corporation may require from time to time.

Section 2. Registered Office and Registered Agent. The Corporation shall have and

continuously maintain in the State of Texas a registered office and a registered agent whose office is the
Corporation's registered office, as required by the Act. The registered office may, but need not, be
identical with the principal office of the Corporation in the State of Texas, and the address of the regis-
tered office may be changed from time to time by the Board of Directors in accordance with applicable
law.

ARTICLE 1II
BOARD OF DIRECTORS

Section 1. Powers. The property, business, and affairs of the Corporation shall be managed
and controlled by the Board of Directors, and subject to the restrictions imposed by law, the Articles of
Incorporation, and these Bylaws, the Board of Directors shall exercise all of the powers of the
Corporation.

Section 2. Number. The Board of Directors shall consist initially of the four (4) Directors
named in the Articles of Incorporation of the Corporation initially filed with the Secretary of State of .
Texas. The number of Directors will automatically increase to nine (9) following appointment by the
Board of Regents of nine (9) Directors to replace the four (4) Directors named in the Articles of
Incorporation, provided that the Board of Regents may include any of the four (4) named Directors
-among the nine (9) appointed Directors. Thereafter, the number of Directors shall be determined by the
Board of Regents in compliance with applicable law.

Section 3. Appointment and Term. Except for those Directors named in the Articles of
Incorporation, Directors shall be appointed by the Board of Regents, except that the Chancellor of the
System shall serve as a Director so long as he remains Chancellor of the System. Until otherwise
changed by the Board of Regents in compliance with applicable law, the members of the Board of”
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Directors shall include (i) the Chancellor of the System, (ii} at least three (3) persons then serving as
members of the Board of Regents ("Regental Directors"), and (iii) one or more persons selected by the
Board of Regents from a list of candidates with substantial background and expertise in investments that
is submitted by the Board of Regents of The Texas A&M University System. The three (3) Regental
Directors shall serve for two-year terms that expire on the first day of February of each odd-numbered
year, except that the initially-appointed Regental Directors shall serve until February 1, 1997. The
remaining Directors (other than the Chancellor of the System and the Regental Directors) shall serve
three-year staggered terms that expire on the first day of February of the appropriate year, except that
the termn of one of the initially-appointed Directors shall end on February 1, 1997, the term of two (2)
initially-appointed Directors shall end on February 1, 1998, and the term of the remaining two (2}
initially-appointed Directors shall end on February 1, 1999; provided, however, that no such Director
(other than the Chancellor of the System or the Regental Directors) shall serve more than three (3) full
three-year terms. Notwithstanding the foregoing, the Board of Regents may from time to time alter the
terms of the Directors. Each person serving as a Director shall serve until the earlier to occur of (i) the
expiration of such Director's term or (ii) such Director's death, resignation, or removal as provided in
these Bylaws.

Section 4. Removal. Any Director may be removed from office at any time, with or without
cause, by the Board of Regents.

Section 3. Vacancies. Any vacancy occurring in the office of a Director, whether by death,
resignation, removal, increase in the number of Directors, or otherwise, shall be filled by the Board of
Regents. '

Section 6. Meetings of Directors. The Directors may hold meetings, maintain an office,
and keep the Corporation's books and records at such place or places within or without the State of
Texas as the Board of Directors may from time to time determine; provided, however, that in the
absence of any such determination, such place shall be the Corporation's principal office in the State of
Texas. '

Section 7. Annual Meetings. The annual meeting of the Board of Directors ("Annual
Meeting") shall be held at such time and place as shall be designated from time to time by resolution of
the Board of Directors, or, if not so designated, on the first business day of the month of October of each
year at the Corporation's principal office for the purpose of (i) electing officers for the ensuing year, and
(ii) transacting such other business as may be properly brought before such Annual Meeting. Notice of

Annual Meetings shall be required.

Section 8. Regular Meetings. Regular meetings of the Board of Directors ("Regular
Meetings") shall be held bi-monthly at such times and places as shall be designated from time to time
by resolution of the Board of Directors. Notice of Regular Meetings shall be required.

Section 9. Special Meetings. Spectal meetings of the Board of Directors ("Special
Meetings") shall be held at such times and places as shall be designated from time to time by the
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Chairman or, on the written request of any Director, by the Secretary or on the written request of the
Board of Regents. Notice of Special Meetings shall be required.

Section 10.  Notice of Meetings. The Secretary shall give notice of the time and place of each
Annual, Regular and Special Meeting to each Director in person, or by mail, telegraph, or telephone,
at least five (5) days before and not sooner than fifty (50) days before such meeting; provided, however,
that in the case of a Special Meeting called because of an emergency or urgent necessity, such notice
only need be provided at least two (2} hours before the meeting is convened. Unless otherwise indicated
in such notice, any and all matters pertaining to the Corporation's purposes may be considered and acted
upon at such meeting. At any such meeting at which every Director shall be present even though
without notice, any matter pertaining to the Corporation's purposes may be considered and acted upon.

Section 11.  Quorum. A majority of the then acting Directors shall constitute a quorum for
the consideration of any matters pertaining to the Corporation's purposes. If at any meeting of the Board
of Directors there is less than a quorum present, a majority of those present may adjourn the meeting
from time to time. The act of a majority of the Directors present at a meeting at which a quorum is
present shall be the act of the Board of Directors, unless the act of a greater number is required by law,
the Articles of Incorporation, or these Bylaws.

Section 12.  Voting. To the extent permitted by applicable law, a Director may vote in person
or by proxy executed in writing by the Director. No proxy shall be valid after three (3) months from the
date of its execution. Each proxy shall be revocable unless expressly provided therein to be irrevocable,
and unless otherwise made irrevocable by law.

Section 13.  Conduct of Business. At meetings of the Board of Directors, matters pertaining
to the Corporation's purposes shall be considered.

At all meetings of the Board of Directors, the Chairman of the Board shall preside, and in the
absence of the Chairman of the Board, a chairman shall be chosen by the Board of Directors from among
the Directors present. '

The Secretary of the Corporation shall act as secretary of all meetings of the Board of Directors,
but in the absence of the Secretary, the chairman may appoint any person to act as secretary of the
meeting. The chairman of any meeting of the Board of Directors shall determine the order of business
and the procedure at the meeting, including, without limitation, conduct of the discussion and the order
of business. '

Section 14.  Compensation of Directors; Expenses. Persons serving as Directors shall not

receive any salary or compensation for their services as Directors. A Director shall be entitled to
reimbursement for reasonable expenses incurred by him in carrying out his duties as a Director.
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ARTICLE IV
COMMITTEES

Section 1. Board Committees. The Board of Directors may from time to time designate
members of the Board of Directors to constitute committees that shall have and may exercise such
powers as a majority of the Board of Directors may determine in the resolution that creates the
committee. The Board of Directors may appoint individuals who are not members of the Board of
Directors to any committee; provided, however, that a majority of the committee members shall be
members of the Board of Directors if such committee exercises the authority of the Board of Directors
in the management of the Corporation.

Other committees, not having and exercising the authority of the Board of Directors in the
management of the Corporation, may be designated and members appointed by a resolution adopted by
the Board of Directors. Membership of such committees may, but need not, be limited to Directors.

Section 2. Procedures; Meetings; Quorum. Any committee created by the Board of

Directors or these Bylaws, unless otherwise expressly provided herein, shall (i) have a chairman desig-
nated by the Board of Directors, (ii) fix its own rules or procedures, (iii) meet at such times and at such
place or places as may be provided by such rules or by resolution of such committee or resolution of the
- Board of Directors, and (iv) keep regular minutes of its meetings and cause such minutes to be recorded
in books kept for that purpose in the principal office of the Corporation, and report the same to the Board
of Directors at its next succeeding meeting. At every meeting of any such committee, the presence of
a majority of all the members thereof shall constitute a quorum, and the affirmative vote of a majority
of the members present shall be necessary for the adoption by it of any action, unless otherwise
expressly provided in the committee's rules or procedures or these Bylaws or by the Board of Directors.

The Board of Directors may designate one or more Directors as alternate members of any
committee, who may replace any absent or disqualified member at any meeting of such committee. In
the absence or disqualification of a member of a committee, the member or members present at any
meeting of such committee and not disqualified from voting, whether or not constituting a quorum, may
unanimously appoint the designated alternate Director to act at that meeting in the place of the absent
or disqualified member.

ARTICLE V
OFFICERS

Section 1. Number, Titles, and Term of Office. The officers of the Corporation shall consist
of a Chairman of the Board, a President, a Secretary, a Treasurer, and such other officers and assistant

officers as the Board of Directors may from time to time elect or appoint. Such other officers and
assistant officers shall have such authority and responsibility as may be assigned to them by the Board
of Directors. Any two (2) or more offices may be held by the same individual, except the offices of
President and Secretary. Except for those officers elected at the organizational meeting (the "Organiza-
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tion Meeting"), the term of office for each officer shall be until the next succeeding Annual Meeting at
which officers are elected. The term of office for those officers elected at the Organization Meeting
shall be that period of time beginning on the date of the Organization Meeting and ending on the date
of the first Annual Meeting. In any event, a duly-elected officer shall serve in the office to which he or
she is elected until his or her successor has been duly elected and qualified.

Section 2. Removal. Any officer or agent or member of 2 committee elected or appointed
by the Board of Directors may be removed by the Board of Directors, but such removal shall be without
prejudice to the contract rights, if any, of the individual so removed. Election or appointment of an
officer or agent or member of a committee shall not of itself create contract rights.

ction 3. Vacancies. Any vacancy occurring in any office of the Corporation may be filled
by the Board of Directors.

Section 4. Powers and Duti the Chairman of the Board. The Chairman of the Board
shall preside at all meetings of the Board of Directors and shall have such other powers and duties as
may be assigned to such officer in these Bylaws or from time to time by the Board of Directors. The
Chairman of the Board shall be appointed by the Board of Directors.

Section 5. Powers and Duties of the President. The President shall be the Chief Executive
Officer of the Corporation. Subject to the control of the Board of Directors, the President shall have
general executive charge, management, and control of the properties, business, and operations of the
Corporation with all such powers as may be reasonably incident to such responsibilities; shall have the
authority to agree upon and execute all leases, contracts, evidences of indebtedness, and other
obligations in the name of the Corporation subject to the approval of the Board of Directors and the
Executive Committee, if any; and shall have such other powers and duties as may be designated in these
Bylaws and as may be assigned to such officer from time to time by the Board of Directors.

Section 6. Powers and Duties of the Treasurer. The Treasurer shall have custody of all of
the Corporation's funds and securities that come into such officer's hands. When necessary or proper,
the Treasurer may endorse or cause to be endorsed, in the name and on behalf of the Corporation,
checks, notes, and other obligations for collection and shall deposit or cause to be deposited the same
to the credit of the Corporation in such bank or banks or depositories and in such manner as shall be
designated and prescribed by the Board of Directors; may sign or cause to be signed all receipts and
vouchers for payments made to the Corporation either alone or jointly with such other officer as may
be designated by the Board of Directors; whenever required by the Board of Directors, shall render or
cause to be rendered a statement of the cash account; shall enter or cause to be entered regularly in the
Corporation's books to be kept by such officer for that purpose full and accurate accounts of all moneys
received and paid out on account of the Corporation; shall perform all acts incident to the position of
Treasurer subject to the control of the Board of Directors; and shall, if required by the Board of
Directors, give such bond for the faithful discharge of such officer's duties in such form as the Board of
Directors may require.
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Section 7. Powers and Duties of the Secretary. The Secretary shall keep the minutes of all
meetings of the Board of Directors in books provided for that purpose; shall attend to the giving and
serving of all notices; in furtherance of the Corporation's purposes and subject to the limitations
contained in the Articles of Incorporation, may sign with the President in the name and on behalf of the
Corporation and/or attest the signatures thereto, all contracts, conveyances, franchises, bonds, deeds,
assignments, mortgages, notes, and other instruments of the Corporation; shall have charge of the
Corporation's books, records, documents, and instruments, except the books of account and financial
records and securities of which the Treasurer shall have custody and charge, and such other books and
papers as the Board of Directors may direct, all of which shall be open at reasonable times to the
inspection of any Director upon application at the Corporation's office during business hours; and shall
in general perform all duties incident to the office of Secretary subject to the control of the Board of
Directors.

ARTICLE VI
MISCELLANEOUS PROVISIONS

Section 1. Fiscal Year. The Corporation's fiscal year shall be as determmed from time to
time by the Board of Directors.

Section 2. Seal. The Corporation's seal, if any, shall be such as may be approved from time
to time by the Board of Directors.

Section 3. Notice and Waiver of Notice. Whenever any notice is required to be given by
mail under the provisions of these Bylaws, such notice shall be deemed to be delivered when deposited
in the United States mail in a sealed postpaid wrapper addressed to the person or Board of Regents
entitled thereto at such person's post office address, as such appears in the records of the Corporation,
and such notice shall be deemed to have been given on the date of such mailing. A waiver of notice in
writing signed by the person or persons entitled to such notice, whether before or after the time stated
therein, shall be deemed equivalent to notice.

Section 4. Resignations. Any Director or officer may resign at any time. Such resignation
shall be made in writing and shall take effect at the time specified therein, or, if no time be specified,
at the time of its receipt by the President or Secretary. The acceptance of a re51gnat10n shall not be
necessary to make it effective, unless expressly so provided in the resignation.

Section 5. Action Withoyt a Meeting by Directors or Committees: Telephone Meetings.

To the extent permitted by applicable law, any action required by law or these Bylaws to be taken at a
meeting of the Board of Directors or any committee, or any action which may be taken at a meeting of
the Board of Directors or of any committee thereof may be taken without such a meeting if a consent
in writing, setting forth the action to be taken, shall be signed by all of the Directors or members of the
committee, as the case may be. Such consent shall have the same force and effect as a unanimous vote
at a meeting, and may be stated as such in any document or instrument filed with the Secretary of State.
Subject to the requirements of law for notice of meetings, unless otherwise restricted by the Articles of
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Incorporation or these Bylaws, members of the Board of Directors or members of any committee may
participate in and hold a meeting of such Board of Directors or committee, as the case may be, by means
of a conference telephone, or similar communications equipment by means of which all persons
participating in the meeting can hear each other, and participation in such meeting shall constitute
presence in person at such meeting, except where a person participates in the meeting for the express
purpose of objecting to the transaction of any business on the grounds that the meeting is not lawfully
called or convened.

ARTICLE VII
INDEMNIFICATION OF DIRECTORS AND OFFICERS

Section |. Right to Indemnification. Subject to any limitations and conditions in these
Bylaws, including, without limitation, this Article VII, each person who was or is made a party or is
threatened to be made a party to or is involved in any threatened, pending or completed action, suit or
proceeding, whether civil, criminal, administrative, arbitrative or investigative (a "Proceeding"), or any
appeal of such a Proceeding or any inquiry or investigation that could lead to a Proceeding, by reason
of the fact that he or a person of whom he is the legal representative, is or was a Director or officer of
the Corporation, or while a Director or officer of the Corporation is or was serving at the request of the
Corporation as a director, officer, partner, venturer, proprietor, trustee, employee, agent, or similar
functionary of another foreign or domestic corporation, partnership, joint venture, sole proprietorship,
trust, employee benefit plan or other enterprise, shall be indemnified by the Corporation to the fullest
extent authorized by the Act, as the same exists or may hereafter be amended (but, in the case of any
such amendment, only to the extent that such amendment permits the Corporation to provide broader
indemnification rights than said law permitted the Corporation to provide prior to such amendment),
against judgments, penalties (including excise and similar taxes), fines, settlements and reasonable
expenses (including, without limitation, attorneys' fees) actually incurred by such person in connection
with a Proceeding, but if the Proceeding was brought by or in behalf of the Corporation, the
indemnification is limited to reasonable expenses actually incurred or suffered by such person in
connection therewith, and indemnification under these Bylaws shall continue as to a person who has
ceased to serve in the capacity which initially entitled such person to indemnity hereunder. In no case,
however, shall the Corporation indemnify any person, or the legal representatives of any person, with
respect to any matters as to which such person shall be finally adjudged in any such Proceeding to be
liable on the basis that personal benefit resulted from an action taken in such person's official capacity,
or in which such person is found liable to the Corporation. Any person entitled to indemnification
pursuant to this Article VII is sometimes referred to herein as an "Indemnified Person."

Section 2. Advance Payment. An Indemnified Person's right to indemnification conferred
in this Article VII shall include the right to be paid or reimbursed by the Corporation the reasonable
expenses incurred by an Indemnified Person who was, is or is threatened to be made a named defendant
or respondent in a Proceeding in advance of the final disposition of the Proceeding; provided, however,
that the payment of such expenses incurred by an Indemnified Person in advance of the final disposition
of a Proceeding shall be made only upon delivery to the Corporation of a written affirmation by such
Indemnified Person of his good faith belief that he has met the standard of conduct necessary for
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indemnification under this Article VII and a written undertaking by or on behalf of such Indemnified
Person to repay all amounts so advanced if it shall ultimately be determined that such Indemnified
Person is not entitled to be indemnified under this Article VII or otherwise.

Section 3. Appearance as a Witness. Notwithstanding any other provision of this Article
VII, the Corporation may pay or reimburse expenses incurred by an Indemnified Person in connection
with his appearance as a witness or other participation in a Proceeding at a time when he is not a named
defendant or respondent in the Proceeding.

Section 4. Nonexclusivity of Rights. The right to indemnification and the advancement and
payment of expenses conferred in this Article VII shall not be exclusive of any other right which an
Indemnified Person may have or hereafter acquire under any law (common or statutory), the Articles
of Incorporation, the Bylaws, agreement, vote of disinterested Director or otherwise.

Section 5. Insurance. The Corporation may purchase and maintain insurance, at its expense,
to protect itself or any Indemnified Person, whether or not the Corporation would have the power to
indemnify such person against such expense, liability or loss under this Article VIIIL

Section 6. Savings Clause. If this Article VII or any portion hereof shall be invalidated on
any ground by any court of competent jurisdiction, then the Corporation shall nevertheless indemnify
and hold harmless each Indemnified Person as to costs, charges and expenses (including attorneys' fees),
judgments, fines, and amounts paid in settlement with respect to any action, suit or proceeding, whether
civil, criminal, administrative or investigative to the full extent permitted by any applicable portion of
this Article VII that shall not have been invalidated and to the fullest extent permitted by applicable law.

ARTICLE VIII
AMENDMENTS

Section |. Amendment. These Bylaws may be altered, amended, or repealed by the Board
of Directors with the approval of the Board of Regents.

£jt0264\uniF8 1\36000 bylaws 4
12/22/95 (10:12am)






SUMMARY

The Cempany, its directors and its employees shall
conduct themselves in a manner that ensures that
each of their actions and activities is honest, ethical,
legal, and proper in appearance, as well as in fact.
Directors and employees are responsible for both the
integrity and consequences of their own actions, and
are expected to conduct themselves in accordance
with the above principies and standards of conduct,
as well as Company policies and procedures. Each
director and employee shall expect co-directors and
co-workers to do so as well  Directors and
employees are obligated to report violations of the
Company’s ethics and standards of conduct to their
management or other Company officials in
accordance with Company policies and procedures.

After reading the “Code of Ethics”, each director and
employee is required fo sign a “Certificate of Receipt
and Acceptance”, which will be maintained in the
director’s or employee’s permanent file.

Working together, we can assure through our conduct

that the Company will earn and maintain a reputation
for honesty and integrity.
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Code of FEthics

The Company shall earn its reputation for
honesty and integrity by conducting its
business in accordance with the highest legal
and ethical standards of conduct and
obligating all its directors and employees to
meet these standards.

The Company’s Code of Ethics consists of the following
seven principles. The standards of conduct required of all
Company directors and employees are presented with each
principle below:



The Company’s Code of Fthics consists of the following
seven principles. The standards of conduct required of all
Company directors and employees are presented with each
principle below:

(")

CODE OF ETHICS

Comply with all applicable laws and regulations
of the states and countries in which the Company
operates.

Directors and employees shall conduct the Company’s
business in strict compliance with the laws,
governmental  requirements, and  contractual
agreements applicable to it and its business in the
states and countries in which the Company does
business.

Provide the highest quality services and products
to the Board of Regents consistent with
contractual agreements.

Directors and employees shall perform their
assignments to ensure that the services and products
delivered to the Board of Regents meet all formally
specified quantity and quality requiremenis, are
delivered on time, and are within the agreed upon cost
or budget.

Maintain a productive and professional work
environment.

Directors and employees shall conduct themselves in a
manner that maintains a professional business
environment that is conducive to high quality work.
Directors and employees shall perform-their assigned
duties and responsibilities to the best of our abilities
and without distractions from unprofessional
influences. All directors and employees are expected
to adhere to assigned work schedules, maintain a good
attendance record, and work required overtime.
Directors and employees shall accurately represent
their professional and educational qualifications.
Each employee is expected to not intimidate, coerce,
harass, or unlawfully discriminate against other
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directors and employees, prospective directors and
employees, suppliers or the Board of Regents; gamble
on Company premises or while on duty; use insulting
or obscene language; be involved with illegal drugs at
any time or place either on or off Company premises;
possess or use alcohol while on Company premises, or
while on duty without proper authorization, or be
under the influence of alcohol or other legal
substances while on duty, on Company premises, or at
any time or place which can affect the Company
adversely; solicit contributions or purchases on
Company propetty without proper authorization; or
distribute or post petitions or other promotional or
campaign literature or material on Company premises
or while on duty unless properly authorized.

Recognize and respond positively to  our
obligations as good Company citizens of the
various communities in which we operate,

Directors and employees are encouraged to contribute
their time or otherwise support civie, charitable, and
other worthy activities that are beneficial to the
communities in which these directors and employees
live or work.

Honor the property rights and interests of the
Company, its directors and emplovees, clients,
suppliers, and others.

Directors and employees are expected to be honest in
all their dealings with the company, the Board of
Regents, suppliers, directors and employees, and
others. Directors and employees shall respect the
property rights of the Company and others, and not
misuse property, equipment {including “assigned”
equipment such as telephones), or Company supplies
and/or others, Directors and employees and former
directors and employees shall not wse or disclose
proprietary and/or Company sensitive information for
other than Company purposes.  Directors and
employees shall adhere to security procedures relating
to classified information, Company proprietary and/or
sensitive  information, and access to Company
facilities and information systems. Directors and
employees shall not remove or retain Company
reports, proposals, documents, papers, equipment, or
supplies without proper authorization.

Maintain “arm’s length” business relationships
and avoid conflicts of interest.

Each employee has a duty of loyalty to the Company.
Directors and employees’ personal relationships or
interests outside the Company shall not influence the
Company’s  business  activities. Directors and
employees  shall  avoid  activities,  business
relationships, entertainment of or from others, or
gratuities to or {fom others which create or appear to
create conilicts between their interests or potential
interests and those of the Company, or which may
impair or appear to impair their decisions, judgments,
job  performance, or conduct. Directors and
employees shall notify management promptly if they,
their spouses, or other close family members, have a
significant interest in or are involved in a potential
conflict of interest with a current or prospective
supplier, investee, or other entity having a business
relationship with the Company. Directors and
employees shall deal fairly with the Company and not
uswrp corporate opportunities for their personal
benefit.

Accurately and fairly account for all
transactions, and for all funds and assets owned
by, ot in the custody of, the Company.

Directors and employees shall accurately prepare time
reports, expense vouchers, and other claims for
reimbursement in accordance with Company policy.
Directors and emplovees shall represent facts honestly
and completely and shall not knowingly make false or
improper entrics on  any Company documents.
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Report of Independent Auditors

Board of Regents
The University of Texas System Permanent
University Fund

We have audited the accompanying Summary of Investments as of August 31, 1995, and
the Summary of Investment Income (Cash Basis) of the Permanent University Fund for
the year then ended. These summaries are the responsibility of management. Qur
responsibility is to express an opinion on these summaries based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the Summary of Investments and Summary of Investrnent Income (Cash Basis)
are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. '

As described in Note 1, the Summary of Investment Income (Cash Basis) referred to
above has been prepared on the basis of cash receipts and disbursements, which is a
comprehensive basis of accounting other than generally accepted accounting principles.
Also as described in Note 1, both summaries referred to above have been prepared for the
purpose of complying with Section 4 of Texas House Bill 1877 which requires a financial
audit of the Fund. These summaries are not intended to be a complete presentation of the
Permanent University Fund’s financial position or results of operations.

In our opinion, the Summary of Investments referred to above presents fairly, in all
material respects, investments of the Permanent University Fund at August 31, 1995, in
conformity with generally accepted accounting principles.

Also in our opinion, the Summary of Investment Income (Cash Basis) referred to above
presents fairly, in all material respects, the investment income of the Permanent
University Fund for the year ended August 31, 1995, on the basis of accounting described
in Note 1. '

Our audit of the Summary of Investments was conducted for the purpose of forming an
opinion on such summary taken as a whole. The fair value information appearing in
conjunction with the book value information on the summary is presented for purposes of
additional analysis. Such information has been subjected to the auditing procedures
applied in our audit of the Summary of Investments and, in our opinion, is fairly stated in
all material respects in relation to the summary taken as a whole. ‘

1



S ERNST& YOUNG LLP

This report is intended solely for the use of the Board of Regents of the University of
Texas System Permanent University Fund and for filing with regulatory agencies. This
restriction is not intended to limit the distribution of this report, which upon filing is a
matter of public record.

é/wat v LLP
October 20, 1995



Permanent University Fund

Summary of Investments

August 31, 1995

Long-term securities
Debt securities '
U.S. government obligations:
Direct - treasuries
Guaranteed:
Mortgage-backed
Other -
Total U.S. government obligations

U.S. government agencies (non-guaranteed):
Mortgage-backed
Other

Total U.S. government agencies (non-guaranteed)

Foreign government obligations
Municipal and county bonds
Corporate bonds

Total debt securities

Preferred stocks
Equity securities
Convertible preferred stocks
Common stocks and other equities
Index funds

Total equity securities
Total long-term securities

Short-term securities

U.S. govermment (direct and guaranteed)
U.S. government agencies (non-guaranteed)
Corporate bonds

Total short-term securities

Cash and cash equivalents
Cash held at state treasury
Money markets

Commercial paper

Total cash and cash equivalents
Total investments

See accompanying notes.

Book
Value

Market
Value

(In Thousands)

$ 347,577 $ 383,420
21,707 23,077
28,140 29,851
397,424 336,348
318,358 334,662
35,533 41,307
353,891 375,969
95,394 99,372
76,857 77,527

1,288290 1,350,207

T2211,856 2,339,423

6,083 9,371
632 698
829,336 1,085,887
1,023,335 1,217,694
y 2
071 4,653,07
43,189 43,661
3,000 3,017
21,947 22324
68,136 69,002
80,459 80,459
4,406 4,406
150,000 150,000

234,865 234,865

$4,374,243

$4,956,940




Permanent University Fund

Summary of Investment Income (Cash Basis)
Year ended August 31, 1995

Investment Income (Cash Basis) by Investment Type

Debt securities $187,978,696
Preferred stocks | 790,671
Equity securities : 50,465,469
Cash and cash equivalents ' 9,987,746
Other investment income 311,537
Total investment income $249,534,119

See accompanying notes.



Permanent University Fund

Notes to Summary of Investments and
Summary of Investment Income (Cash Basis)

August 31, 1995

1. Organization

The Permanent University Fund (PUF) is a public endowment contributing to the support
of eligible institutions of The University of Texas System (UT System) and The Texas
A&M University System (A&M System). The UT System and the A&M System are
agencies of the State of Texas. Eamnings from the PUF flow into the Available University
Fund (AUF).

The Summary of Investments has been prepared on the accrual basis of accounting. The
Summary of Investment Income (Cash Basis) has been prepared on the basis of cash
receipts and disbursements, which is a comprehensive basis of accounting other than
generally accepted accounting principles. The Summary of Investment Income (Cash
Basis) presents only gross investment income on a cash basis for the year ended
August 31, 1995. Expenses related to operation of the PUF are deducted after investment
income has been remitted to the AUF. The Summary of Investments and the Summary of
Investment Income (Cash Basis) have been prepared for the purpose of complying with
Section 4 of Texas House Bill 1877, which requires a financial audit of the PUF,

2. Significant Accounting Policies
Investments

The investments of the PUF are carried at amortized cost {book value), with the exception
of the PUF’s 2.1 million acres of West Texas land which is not included in this report.
Bond discount and premium is amortized over the life of the security using the interest
method.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash held at the State Treasury, money market
instruments, and commercial paper.

Security Valuation

Investments are primarily valued on the basis of market valuations provided by
independent pricing services. '

Fixed income securities directly held are valued based upon prices supplied by Merrill
Lynch Securities Pricing Service, external broker quotes, and internal pricing matrices.



Permanent University Fund

Notes to Summary of Investments and
Summary of Investment Income (Cash Basis) (continued)

2. Significant Accounting Policies (continued)

The fair values of equity investments are based on the New York Stock Exchange
Composite closing prices, if available. If not available, the fair value is based on the
closing price on the primary exchange on which the security is traded, the closing sale or
bid price on NASDAQ, other authoritative external sources, or an internal valuation
determined as specified by policies established by the Board of Regents.

Securities held through index funds are generally valued as follows:

*  Stocks traded on security exchanges are valued at closing market prices on the
valuation date.

» Stocks traded on the over-the-counter market are valued at the last reportable bid
price, except for National Market System OTC stocks which are valued at their
closing market price.

* Fixed income securities are valued based upon bid quotations obtained from major
market makers or security exchanges.

Foreign Currency Translation

The accounting records of the PUF are maintained in U.S. dollars. Purchases and sales of
securities and income receipts are translated into U.S. dollars at the exchange rate on the
dates of the transactions.

Investment income inciudes net realized and unrealized currency gains and losses
recognized between accrual and payment dates.

Investment Income

Interest and dividend income is recorded when received. Dividend and interest income is
recorded net of foreign taxes where recovery of such taxes is not assured. Diseributions of
investment income to the AUF is on a cash basis as provided by statute.



Permanent University Fund

Notes to Summary of Investments and
Summary of Investment Income (Cash Basis) (continued)

2. Significant Accounting Policies (continued)
Security Transactions

Security transactions are accounted for in this report on a trade date basis. Gains and
losses on securities sold are determined on the basis of average cost. A loss is recognized
if there is an impairment in the value of the security that is determined to be other than

temporary.
Federal Income Taxes

The PUF is not subject to federal income tax.

3. Investment Activity

During the year ended August 31, 1995, the cost of purchases and proceeds from sales
and maturities of investments {excluding short-term investments) were $811 million and
$700 million, respectively. Such transactions were made at current market prices on the
dates of the transactions.

4. Securities Lending

The PUF loaned securities to certain brokers who paid the PUF negotiated lenders’ fees.
These fees are included in investment income. PUF receives U.S. Treasury obligations
and/or cash as collateral against the loaned securities in an amount at least equal to 102%
of the market value of the loaned securities. This collateral must be maintained during the
period of the loan. There were no securities loaned as of August 31, 1995.

5. Investment Commitments

Unsettled trades for security purchases and unfunded contractual commitments for equity
private placements was $163 million at August 31, 1995.



Permanent University Fund

Notes to Summary of Investments and
Summary of Investment Income (Cash Basis) (continued)

6. Index Funds

Market value of the index funds as of August 31, 1995 was approximately
$1,218 million. Inciuded in these index funds are the Equity Index Fund B Lendable,
which is indexed against the S&P 500 Index, and the Midcap Index Fund B Lendable,
which is indexed against the S&P Midcap Index. These index funds are wholly owned by
the University of Texas System’s Long-Term Fund as well as the PUF, and have been
accounted for using the equity method of accounting.






Proposed Amendments to the Regents’ Rules and Requlations

a. Amend Part One, Chapter I, Section 7,'Subsection 7.1
(Standing Committees) as set forth below:

7.1 Standing Committees.--The following committees shall
be standing committees of the Board to consider
pelicies for the goverament of all major areas:

(a) Executive Committee; (b) Business Affairs and
Audit Committee; {c¢) Academic Affairs Committee; (d)
Health Affairs Committee; (e) Facilities Planning
and Construction Committee [+—f+—PAsset Management
Commiteee] |

b. Delete Part One, Chapter I, Section 7, Subsection
7.19 (Duties of the Asget Management Committee) in
its entirety as set forth below:

compenent—thereof ]

a. Amend Part One, Chapter I, Section 8, Subsection
8.23 (Order of Business) as set forth below:

8.23 Consideration of approval of
items contained in reports of

k:\users\oam\utimco\regrulai.wp 1



standing committees.

(a) Executive Committee

(b) Business Affairs and Audit
Committee

¢) Academic Affairs Committee

(d) Health Affairs Committee

e) Facilities Planning and
Construction Committee

[EF—Asget Management Committee]

d. Delete Part One, Chapter I, Section 9 (Executive
Associate for Economic Affairs) in its entirety as
set forth below and renumber the remaining sections
accordingly.

e. Amend Part One, Chapter II, Section 6 (Executive
Vice Chancellor for Businegs Affairg), Subsections
6.2(10), 6.2(11), 6.2(14) and 6.2(15) (Duties and
Responaibilities) as set forth below:

6.2(10)} Managing the operations of the
offices listed below through
such internal administrative
organization as he/she deems to
be appropriate:

Office of the Associate Vice
Chancellor for Business Affairs
Office of Historically
Underutilized Business
Development
Office of the Director of
Police
OCffice of the Assistant Vice
Chancellor and Controller
Budget Qffice
Office of Management
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Information Systems
Office of Information
Services
Office of Business and
Administrative Services
Director of Accounting
regarding System
Administration accounts
Cffice of the Assistant Vice
Chancellor fer Finance
Office of Facilities Plan-
ning and Construction
Qffice of Finance
[6ffice—-of Endowmers] Real
Estate Office regarding gift
[rer—endowment] and
campus real esgtate
Office of Human Resources
Cffice of Employee Group
Insurance Program
Qffice of West Texas Lands
Management
University Lands
Accounting Office
Surface Interesgts
0il, Gas & Mineral
Interests.

6.2(11) Supervising and coordinating the

acquisition, [andfex]

disposition, and/or management
of all gift [neornendewment] and

campus lands at the component

institutions and the U. T.
System, except for Permanent

Univergity Fund lLandg, with a

view toward maximizing the

income to be realized from the

operation and/or sale of these

properties. In digcharging this

respongibility the EVC for
Business Affairs shall work

closely with the appropriate
EVC, the CAQO of a component

ingtitution of the System and

their delegates with regard to
the management of trust lands

and other non-campus real egtate
held by the Beoard of Regents for

and on behalf of a particular

institution. He shall also

establish procedures that assgure

effective coordination with the
Director of Estates and Trusts

with regard to the management of

trust lands other than Permanent

University Fund Lands.
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6.2(14)

£.2(15)

Delete Part One,

Implementing policy for the
receipt, disbursement, and
custody of non invegtment funds
and [+] for terms of depository
agreements with banks [;—ard—Ffe*
eustedy—eof bearer gsceurities
ewrned—by—Systemfunds that—are

. . )
maiﬁEéiﬂEé =a—banl Saéeéi .
ﬂEEEE?E k?ﬁfi ?né;ara ROt—n
Fregourer] .
Forwarding debt issues for
approval by the Board of Regents
[Foltewingthe coneurrenceof
theViee Chancellor for Asset
Management] .

Chapter II, Section 7 (Vice
Chancellor for Asset Management) as set forth below
in its entirety

k:\users\ocam\utimco\regrulai.wp
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g. Amend Part Two, Chapter III, Section 4 (Local
Institutional Funds), Subsections 4.11, 4.13, and
4.2 as set forth below:

k:\users\oam\utimco\regrulai.wp

4 .11 Funds held in demand deposits, time
deposits, or non-negotiable
certificates of deposit shall be
deposited or invested only in banks
with which the Board has a depository
agreement. Depository and custody
agreements may be negotiated and
executed by UTIMCO [&he—4ee
Ehanecellor for Agsget Management] or
the Executive Vice Chancellor for
Businesgss Affairs when such depository
agreements are in substantially the

6



same form as a standard depository
agreement approved by the Board or,
for other agreements, in a form
approved by the Office of General
Counsel and are with banks meeting
the then current pclicies of the
Board. Each chief administrative
officer and chief business officer of
a compenent institution or the
Executive Vice Chancellor for
Business Affairs may negotiate and
execute contracts for banking
services with banks which have
entered into a depository agreement
with the Board if the contract has
been approved by the Office of
General Counsel and the Office of
Business Affairs.

4.13 Operating funds, as defined by The
University of Texas System Operating
Funds Investment Pclicy, shall be
invested in compliance with that
investment pclicy statement,
Operating funds [held—imnbanlccommen

1
shall be invested in funds approved
by UTIMCO [the Viece Chaneetiorfor
Aeget—Management] based on, at a
minimum, the criteria specified in
The University of Texas System
Operating Funds Investment Policy.
UTIMCO [Fhe—Heethancellor—for—Agset
Mamagement] shall administer pooled
investment funds for the investment
of operating funds as authorized by
the Board. The chief business officer
of any component institution may add
or withdraw operating funds of the
component to or from (i)} demand
deposits, time deposits, or non-
negotiable certificates of deposit as
set forth in Subsection 4.11 of this
Section, (ii) any common trust fund
or money market fund approved by

UTIMCO [Ehe—ieeChancellor—for—tagget

Management] or (iii) any investment
pool administered by UTIMCO [&ke

Office—of AssetManagement] for the
investment of such operating funds on
any established addition or
withdrawal date of the pool.

4.2 Depository banks selected shall furnish
adequate surety bonds or securities to
assure safety of these funds. Such
gsecurities shall be delivered by the

k:\users\oam\utimeco\regrulai.wp 7



depository bank to an account in the name
of the Board at a third-party
depository(ies), bank(s) or trust
company (ies) approved and contracted with
by the Executive Vice Chancellor for
Business Affairs [Viee Chancellor for

l. Local Funds shall be
deposited in the depository banks or
invested as soon as possible but in no
event later than that provided by law.
Demand deposits and time deposits will be
maintained in accordance with the current
policies of the Board.

h. Amend Part Two, Chapter IX (Matters Relating to
Investments, Trusts, and Lands), in its entirety as
set forth below:

Sec. 1. Authority Regarding Assets.

1.1 Subject to the more specific provisions of
other sections of the Regents’ Ruleg and
Regqulations or specific Regental policies,
the authority to manage and invest assets
of or held by the U. T. System shall be as
set forth below.

1.2 All assets, regardless of the nature of
the asset, received through a bequest or
through a distribution from an account
held in trust by others shall be accepted
and processed by the Office of Development
and External Relations and invested by
UTIMCO, except for gift real property
which shall be managed by the Real Estate
Office [monoged by the Gffice of Agset
Mamagemernt] until appropriate disgtributicn
may be made to the beneficiary institution
or to an endowment fund, a fund
functioning as an endowment, or a life
income or annuity fund.

1.3 All assets of the Permanent University
Fund, excluding the real property of the
Permanent University Fund, shall be
managed by UTIMCO [&Ehe—0ffice—-eof Asset
Management] . Real property of the
Permanent University Fund shall be managed
by the Office of Business Affairs.

1.4 All assets, regardless of the nature of
the asset, received for or held in an
endowment fund (other than the Permanent
University Fund}, a fund functioning as an
endowment, or a life income or annuity
fund shall be managed by UTIMCO [the

k:\users\oam\utimeco\regrulai.wp 8
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Office-of Asset Mapagemert] until such

funds terminate.

All assets of Retirement of Indebtedness
Funds, Bond Proceeds, Unemployment ,
Compensation Funds, Workers’ Compensation
Funds, the Medical/Dental Self-Insurance
Fund, the Vision Services Fund, and the
Medical Liability Self-Insurance Fund
("consolidated System funds") shall be
managed with respect to investment of such
funds as set forth below:

1.51 The Office of Business Affairs shall
invest the Retirement of Indebtedness
Funds, Bond Proceeds, Unemployment
Compensation Funds, Workers’
Compensation Funds, the
Medical /Dental Self-Insurance Fund,
and the Vigion Services Fund in the
same manner that chief business
officers may invest the operating
funds of each component institution.

1.52 UTIMCO [Fre-Gffice—of-Agget
Managemernt] shall invest the Medical
Liability Self-Insurance Fund [as—set

eut—dn—this Chapter] in the lLong Term
Fund, Short/Intermediate Term Fund,

and Short Term Fund as directed by
the Vice Chancellor and General
Counsel.

Except as provided in Subsection 1.2 of
this Section, assets which are not a part
of the Permanent University Fund, an
endowment fund, a fund functioning as an
endowment, or a life income or annuity
fund or consgolidated System funds shall be
managed as set forth below:

1.61 Real property used for campus lands
ghall be managed by the chief
adminigtrative cfficer of the
component institution subject to
review by the Office of Business
Affairs prior to requesting Board
approval to acquire the property.
Otherwise, non-campus real property
[aad—retes—scoured by o deed—ot

£+ugt] shall be managed by the Real
Estate Office [EheOffice—eof Aoset
Management] .

1.62 Tangible personal property shall be
managed by the chief administrative
officer of the component institution.

1.63 Intangible personal property
consisting of securitiesg, interests
in businessges, and equity interests



in technology transfer firms as set
out in the Regents’ Intellectual
Property Policy shall be managed by
UTIMCO [the6fficeofRAssets
Mamagemernt] . Other intangible
perscnal property shall be managed by
the chief administrative officer of
the component institution.

Sec. 2. Authorizations Regarding Saleg, Assignments,
Convevances, Receipt of Property, and Proxies.

2.1

k:\users\ocam\utimeco\regrulai.wp

Authority to Purchase, Exchange, and Sell
Securities for and on Behalf cof the
Permanent University Fund (hereinafter
sometimes referred to as "PUF"} and the
Board.--Pursuant to an Investment
Management Services Contract, UTIMCO ghall
be [Thechaneelter—orhis-or-hexr

' )
ﬁsisgsss j 5} éi Ehsgsslgff Fox ﬂEEEE
Fixed Irncome Investments—and—+the
Portfelieo—Managers—are] authorized to
purchase, exchange, and sell any and all
securities of any description whatever and
from any source, including gifts and
bequests, for and on behalf of the PUF or
the Board. 1In addition, external
investment managers appointed by UTIMCO
[Ehe—PBeard—ef Regernts]| may purchase, sell,
or exchange securities, pursuant to
written agreement with UTIMCO [the Beard

ef Regents] .

Authority to Transact Through Investment
Dealers.--8Sales, purchases, and exchanges
by UTIMCO shall be effected through
investment dealers or brokers in
accordance with the applicable Investment
Policy Statement.

Authority to Assign and Transfer
Securities Owned by the PUF and the
Board. --UTIMCO [Thethancellor—or his-oF

] may
[emek] assign and transfer any and all
securities of any description whatever and
from any source, including gifts and
bequests, and execute any and all
documents necessary to the consummation of
any sale, assignment, or transfer of any
securities registered in the name of the

10



PUF or the Board, or in any other form of
registration of such securities held for
the account of the PUF or the Board in
whatever manner, including all fiduciary
capacities and including those registered
in the names of trusts or foundations
managed and ccentrolled by said Board. In
addition, custodian banks appointed by

UTIMCO [sheYiece-Chanecellor for Agget
Management] may assign and transfer
securities and execute any and all
documents necessary to the consummation of
any sale, assignment, or transfer of any
security owned by the Board.

2.4 Authority to Execute Ingtruments Relating
to Land and Mineral Interests.--The
authority to execute conveyances, deeds,
gurface and/or mineral leases, easements,
rights-of-way, oil and gas division
orders, and transfer orders, geophysical
and material scurce permits, water
contracts, pooling and unitization
agreements, and any other instruments as
may be necessary or appropriate from time
to time, relating to the handling,
management, control, and disposition cof
any real estate or mineral interest held
or controlled by the Board is hereby
authorized as follows:

{i} Real Estate or Mineral Interests held

as part of the PUF, gift real estate
or campusg lands, and neot held as part

of an invegtment portfolio managed by

UTIMCO:

The Chancellor or his or her delegate

The Executive Vice Chancellor for
Business Affairs or his or her

delegate.

Real Bstate-]

2.5 Authority to Receive and Collect Money
and/or Property.-- _
(i} UTIMCO [Fhe Chanceller—the Viece
r
ghaﬂee%}st§EE ﬂSSEE Haga%emEHE =he
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the Maonager of Fstates and -Trusts are
eaeh] is authorized and empowered to
ask, demand, ccllect, recover, and
receive any and all sums of money,
debts, dues, rights, property,
effects, or demands, whatever, due,
payable, or belonging, or that may
become due, payable, or belonging to
the PUF or the Board from investment
transactions [agd-beguests], from any
person or persons, whatever, and to
execute any and all necessary or
proper receipts, releases, and
discharges therefor and any other
instruments as may be necessary or
appropriate from time to time,
relating to the handling, management,
and control and disposition of any

investment [beeuwest].

{(ii) The Office of Estates and Trusts is
authorized and empowered to ask,
demand, collect, recover, and receive
any and all sums of monev, debts,
dues, rights, propertv, effects, or
demands, whatever, due, pavable, or
belonging, or that may become due,
pavable, or belonging to the PUF or
the Board from gifts and beguests,
from any person or persons, whatever,
and to execute any and all necesgarvy
or proper receipts, releaseg, and
discharges therefor and anv other
instruments as may be necesgsary or
appropriate from time to time,
relating to the handling, management,

and control and digposition of anvy
gift and begquest.

Authority to Execute Proxies and Consent

to Modifications in Bond Indentures.--

UTIMCC ig [Fhe—Cthameellor—er—hig or hey

delegate—the Vice Chanecellor for Agset
’ . .

g?ﬂa?E$EHE E?E EHEE&E&’? E?EEEEEE £$E

Bireetor for Endewment—Management—and

are—eachk] authorized to consent to
modifications in bond indentures and to
execute proxies within the approved
investment policies.

Authority to Deliver and Maintain
Securities in Book-Entry Form.--Securities
owned by the PUF or the Board may be
delivered and maintained by a custodian

12



bank or a member bank of the Federal
Reserve System in book-entry form subject
to applicable law.

Sec. 3. Policy for Investment and Management of the
PUF.
3.1 The policies for the investment of funds

k:\users\ocam\utimco\regrulai.wp

for the Permanent Universgity Fand shall be
those outlined in The Permanent University
Fund Invegtment Policy Statement.

Reports Regarding Asset Management.
excharnges—ofinvegtmentsshall

£heBoard—viathe PBeeket ]
3.21[2] The investment performance of
the PUF, as measured by an
unaffiliated organization, shall
be reported to the Board
[Regents'—Agset Manogement
Committee] at least annually.
3.22[3] The nature and extent of any
investments in or business
transacted with any firm with
which a director, officer or
employee [membex] of UTIMCO [The

investment——eotaff] is affiliated
will be reported to the Board

[ I

cemmittee] annually.

UTIMCO is [TheChareellor —theice
Chancellor for Aoset Management—orthe
Exeentive bircetorfor Pixed Income
Investmerntg—are—eaek] authorized to take
any and all steps as may be considered
necessary or advisable to protect the
interest of the PUF in event of default or
any other significant changes occcurring
with respect to any investment.

Policies with Respect to Stock Rights,

Fractional Shares, and Proxies.

3.41 Exercise of or sale of stock rights
and warrants is to be made at the
discretion of UTIMCO [she—Ehanceller—-
theiee Chaneeitor for Ioasetr

13
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ﬂnaéfiliaEaé TRvestment = shatd
b? h&ﬁ§%2§1%3 Ehatmanager—at—its

3.42 Fractional shares which arise in
connection with funds under control
of UTIMCO [emx—umaffildicted—investment

manager—eor—the System—invegtment
s#taff] shall be handled [b¥ £hat
manager—exr—the staff] at itsg
digcretion.

3.43 As a general rule, voting stocks held
are to be voted by UTIMCO pursuant to
its proxy voting policy [xeturning

proxires—to—present—management—When

Committeeal] .
Sec. 4. Policy for Investment and Management of [Gther

U. T. Investment Pools.

4.1 The policies for the investment of funds
for U. T. investment pools shall be those
ocutlined in the applicable Investment
Policy Statement.

4.2 The provisions of Sections 3.2, 3.3, and
3.4, with respect to the investment and
management of the PUF, shall likewise
apply to other U. T. investment pools.

[4—=—TheCommeon—Trust—Fund—shall—le
Jrind 3 . "
atr—Pprovisionseof the T System—Common
PrustPusnd—Chartser—|

4.3 [4] The Operating Funds
Short/Intermediate Term Fund shall be
administered in a manner consistent
with all provisions of The University
of Texas System Operating Funds
Short/Intermediate Term Fund
Information Memorandum.

4.4[5] The Medical Liability Self-Insurance
Fund shall be administered in a
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manner consistent with all provisions
of the Plan for Professional Medical
Liability Self-Insurance.

4.5 [&] Each pocled income fund establisghed
by U. T. shall be administered
accerding to its trust indenture and
applicable law.

Sec. 5. Policy for Investment and Management of

Endowment and Trust Fundsg Invested Through or
Separate from U. T. Investmeni Pccls.

5.1 Endowment funds and funds functioning as
endowments will be managed in a manner
consistent with the U. T. System Gifts
Policy Guidelines, prudent person
investment standards, and the Uniform
Management of Institutional Funds Act
(Title 10, Chapter 163, Texas Property
Code). These funds will be managed
separately and not commingled with the
Long Term Fund 1f the terms of the
instrument by which the fund was created
preclude investment through the Long Term
Fund. In addition, nonmarketable
gsecurities held by an endowment fund may
be recorded as separately invested. Aall
other endowment funds and funds
functiconing as endowments will be invested
through the Long Term Fund.

5.2 Trust funds and other life income accounts
will be invested and administered
consistent with the U. T. System Gifts
Policy Guidelines, prudent person
investment standards, and the Texas Trust
Ccde (Title 9, Subtitle B, Texas Property
Code) .

5.3 The provisions of Sections 3.2, 3.3, and
3.4 with respect to the investment and
management of the PUF, shall likewise
apply to endowment and trust funds except
that Subsection 3.21[2] shall be applied
only when such funds are invested through
a U. T. investment pool.

[(See—6——ZInvestment Rdviseory CommitteeThe Chaneellor
and—the Vice Chancellor feor Jonect Manpnnogement
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Marogement—]
i. Amend Part Two, Chapter XII (Intellectual Property),
Section 3 as set forth below:
Sec. 3. Institutional Intellectual Property Advisory
Committees, Office cof General Counsel, and
UTIMCC } 1.

3.2 0Qffice of General Counsel.--The Cffice of
General Counsel will have regpongibility
for all legal matters relating to
intellectual property and will assist
component institutions with respect to
such matters. Among other
responsgibilities, the Office of General
Counsel will secure protectiocn for
intellectual property when appropriate and
will police infringements; maintain
central databases and files of patent
applications, issued patents, copyrights,
licenses and agreements; coordinate with
component institutions in negotiating and
preparing license and other agreements;
review and approve as to form all
agreements relating to intellectual
property; and coordinate with and
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cooperate with UTIMCO [she Gffice of Rgget
Management] 1in. all such matters.

UTIMCO [efficeof—Assct—Management] . --
UTIMCC [The Office——of Asset Manogement]

will assist component institutions in
business and financial matters relating to
intellectual property; coordinate with
component institutions in evaluating
royalty and/cr equity transactions and
review and approve agreements relating to
equity transactions; represent System on
boards of directors of entities in which
the Board holds eguity and the right to a
board position; serve as a repository for
certificates of shares in entities in
which the Board holds equity and represent
the System’s interest with respect
thereto; and coordinate with and cooperate
with the Office of General Counsel in all
such matters.

j. Amend Part Two, Chapter XII (Intellectual Property),
Section 9,

Subzection 9.3 as set forth below:

Sec. 9. Approval of and Execution of ILegal Doguments
Relating to Rights in Intellectual Property.

9.3
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The Chancellor, the appropriate Executive
Vice Chancelleor, the Vice Chancellor and
General Counsel or the authorized
representative of UTIMCO [VieeChareeller

. ] may execute, on
behalf of the Board, legal documents
relating to the Board’s rights in
intellectual property, including, but not
limited to, declarations, affidavits,
powers of attorney, disclaimers, and other
such documents relating to patent
applications and patents; applications,
declarations, affidavits, affidavits of
use, powers of attorney, and other such
documents relating to trademarks;
applications for registration of and other
such documents relating to copyrights; and
license and assignment documents approved
by the Board pursuant to Subsections 9.1
or 9.2.
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Executivé Session of the Board



BOARD OF REGENTS
EXECUTIVE SESSION

Pursuant to Texas Government Code
Chapter 551, Sections 551.071, 551.072, and 551.074

Date: February 8, 1996
Time: 10:00 a.m. The Board will convene in Open
Session and immediately recess
to Executive Session. The Open
Session will reconvene about
1:00 p.m. and continue through
adjournment.
Place: Room 310 (Open Session) and Room 308 (Executive
Session), Geological Sciences Building
U. T. El Paso
1. Pending and/or Contemplated Litigation - Section 551.071

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

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

U. T. Medical Branch - Galveston: Pro-
posed Acceptance of Gift of St. Mary’s
Hospital Facilities and Expression of
Appreciation to The Sealy & Smith
Foundation

Personnel Matters Relating to Appointment, Employment,
Evaluation, Assignment, Duties, Discipline, or Dis-
missal of Officers or Employees - Section 551.074

U. T. M.D. Anderson Cancer Center: Con-
sideration of Recommendation of Hearing
Tribunal Regarding Termination of
Tenured Faculty Member

Ex.§5 - 1



