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MEETING NO. 958

TUESDAY, NOVEMBER 12, 2002.--The members of the Board of Regents

of The University of Texas System convened at 12:04 p.m. on Tuesday,
November 12, 2002, in Harmony Ballrooms Two and Three, Dallas-Richardson
Renaissance Hotel, 900 East Lookout Drive, Richardson, Texas, with the fol-
lowing in attendance:

ATTENDANCE.--

Present Absent
Chairman Miller, presiding

Vice-Chairman Clements

Vice-Chairman Hunt

Vice-Chairman Riter

Regent Craven

Regent Estrada

Regent Krier

Regent Oxford

Regent Sanchez

Counsel and Secretary Frederick

Chairman Miller announced a quorum present and called the meeting to order.

RECESS TO EXECUTIVE SESSION.--At 12:05 p.m., Chairman Miller
announced that the Board would recess to convene in Executive Session
pursuant to Texas Government Code Sections 551.071 and 551.074 to consider
those matters listed on the Executive Session agenda.

RECONVENE.--At 1:00 p.m., the Board reconvened in open session for action
on matters considered in Executive Session.



EXECUTIVE SESSION OF THE BOARD OF REGENTS

Chairman Miller reported that the Board met in Executive Session to discuss
matters in accordance with Texas Government Code Sections 551.071 and
551.074. In response to an inquiry from Chairman Miller regarding the wishes of
the Board, the following actions were taken:

1.

U. T. Health Science Center - Houston: Settlement of Medical Liability
Claim -- Nuvia Villarreal and Yadira Gonzalez

Upon motion of Regent Oxford, duly seconded, the Board unanimously
authorized the Chancellor and the Office of General Counsel to settle,
on behalf of The University of Texas Health Science Center at Houston
physicians, the medical liability claim brought by Nuvia Villarreal and
Yadira Gonzalez in accordance with the proposal presented in
Executive Session.

U. T. System: Authorization to Negotiate Agreements Related to Key
Person Life Insurance Policies

Vice-Chairman Hunt moved that the Chancellor and the Office of General
Counsel be authorized to negotiate agreements concerning key person life
insurance policies currently in effect, including the termination of
assignments of such policies to The University of Texas System, and that
the Chancellor be authorized to take all steps necessary and to execute all
documents required to evidence and complete such agreements.

The motion was seconded and carried unanimously.

U. T. System and U. T. Austin: Discussion of Pending Litigation
(Justice for All v. Faulkner, et al.)

There was no action taken related to consultation with an attorney
regarding pending litigation filed by Justice for All v. Faulkner, et al. at
The University of Texas System and The University of Texas at Austin.

U. T. System: Consultation with Attorney Regarding Legal Issues

There was no action taken related to consultation with an attorney
regarding legal issues of The University of Texas System.



5. U. T. System: Consideration of Personnel Matters Relating to
Appointment, Employment, Evaluation, Assignment and Duties of Officers
or Employees

There was no action taken related to general personnel matters of The
University of Texas System.

6. U. T. System: Consideration of Personnel Matters Relating to Evaluation
of Presidents and U. T. System Executive Officers

There was no action taken related to evaluation of institutional
presidents and Executive Officers of The University of Texas System.

ANNUAL MEETING WITH OFFICERS OF THE U. T. SYSTEM FACULTY
ADVISORY COUNCIL.--On behalf of the Board, Chairman Miller welcomed
officers of The University of Texas System Faculty Advisory Council (FAC) to the
annual meeting with the Board and asked Chair Robert Nelsen to make the
appropriate introductions and to begin the discussion per the agenda which was
before the Board.

PARTICIPANTS
Chair: Robert S. Nelsen, Ph.D., The University of Texas at Dallas

Chair-Elect: Terese Verklan, Ph.D., The University of Texas Health Science
Center at Houston

Academic Affairs Co-Chairs: Bruce P. Palka, Ph.D., The University of
Texas at Austin; Cindy Brown, Ph.D., The University of Texas - Pan American

Faculty Quality Co-Chairs: James Bartlett, Ph.D., U. T. Dallas; Tom
Chrzanowski, Ph.D., The University of Texas at Arlington

Governance Co-Chair: Dennis Reinhartz, Ph.D., U. T. Arlington

Health Affairs Co-Chair: Lisa-Ann Wuermser, M.D., The University of Texas
Southwestern Medical Center at Dallas

[Not in attendance:
Past-Chair: Betty Travis, Ph.D., The University of Texas at San Antonio]



Faculty Satisfaction Survey

Dr. Bartlett outlined a Faculty Satisfaction Survey to be given in January
through mid-February 2003 in conjunction with Digital Research
Incorporated (DRI). The preliminary draft survey will be tested in late
November 2002 at U. T. Health Science Center - Houston and U. T.
Dallas and a final report will be issued on April 23, 2003.

Dr. Bartlett mentioned that a survey conducted about 10 years ago was a
key source of evidence of the dissatisfaction of women faculty. He said
the survey is being redone to check perceptions of women and minority
faculty as well as perceptions of new developments at U. T. System such
as post-tenure review and new accountability procedures.

The focus of the survey is on what faculty does, how what they do is
valued, and what issues and problems are viewed as most important and
in need of the most attention.

Technology Transfer: Patents, Start-ups, and Intellectual Property

Dr. Wuermser commended the Technology Transfer Commission chaired
by Dr. Dennis K. Stone, Vice President for the Office for Technology
Development at U. T. Southwestern Medical Center - Dallas, for its good
work and spoke about the results of the Commission.

Dr. Wuermser noted concern for two of the recommendations of the
Commission. First, that patenting and licensure should be a formal
criterion in tenure consideration. She said the emphasis should remain on
scholarly work, as it is currently within promotion and tenure committees.
Otherwise, it would be difficult to determine what is the best scholarly work
that demands promotion -- the money generated, the number of patents,
or the work that is not patentable.

Patenting and licensure take a faculty member’s time away from work.
Promotion and tenure committees should be well-educated about
reviewing the patenting and licensure activity of scholarly work in the
same way they review regular scholarly work, thus eliminating the need to
write regulations.

She said faculty as a whole trusts the judgement of the promotion and
tenure committees. It would be difficult to compare work that faculty
produces if the Board of Regents and the promotion and tenure
committees imposed objective tests, since expectations are different
among various fields.



The second concern is the Commission’s recommendation to take away
the 10% funding technology transfer mandate from the 50% given to the
inventor for creating and selling the licensing.

Dr. Wuermser noted that Regents’ Rules mandate no more than 50% of any
net royalty after the cost of licensing and patenting can go to the inventor.
She said every component institution of the U. T. System pays 50% to the
inventor directly. However, at the Massachusetts Institute of Technology
(MIT) for example, only 28.3% is paid to the inventor, but another 28.3% is
invested in the inventor’s laboratory.

Chancellor Yudof said that 50% is higher than almost any place and that
most universities pay 1/3 of that and the royalties are closer to 0% for
private industry. Regent Sanchez emphasized that the commitment the
University is willing to make in the inventor is what is most important;
otherwise, 50% will end up at 2%.

Faculty Development Leaves

Dr. Reinhartz noted that the Faculty Development Leave policy instituted
by the Board of Regents is working as intended and that faculty members
are thankful for the policy, which applies to all 15 component institutions of
the U. T. System.

Dr. Reinhartz offered the following three recommendations to the Board:

1. Continue to support and defend the Faculty Development
Leave policy
2. Help broaden the policy and help make more faculty

development leaves available on all campuses

3. Work with the Legislature to develop a system of regular
sabbatical leaves for all faculty members to stimulate
research, effective teaching, and educational productivity
in general.

Dr. Nelsen encouraged presidents, in particular, to find ways to make
sabbatical leaves available.

Chancellor Yudof said that this was a complicated issue and a serious,
competitive problem for the U. T. System.



Executive Leadership and Planning Committees

Dr. Nelsen proposed establishing Executive Leadership and Planning
Committees at all campuses to include faculty, staff, and students in
decision-making processes and to encourage collaboration among various
constituents, open and shared communication, and diversity of opinion.

Dr. Nelsen recommended council membership and proposed functions of

the council.

ISSUES RELATED TO THE UNIVERSITY OF TEXAS
INVESTMENT MANAGEMENT COMPANY (UTIMCO)

Proposed Amendments to Investment Policy Statements Including Asset
Allocation, Distribution Rate, and Use of Derivatives and Hedge Funds

Chairman Miller introduced Mr. Bob Boldt, President, Chief Executive
Officer, and Chief Investment Officer of The University of Texas
Investment Management Company (UTIMCO), who with the aid of a
PowerPoint presentation entitled “Asset Allocation: Review and
Recommendations,” outlined an approach for UTIMCO that focuses on
Potential Value Added (PVA).

Ms. Cathy Iberg, Managing Director of Marketable Alternative Investments
and Deputy Chief Investment Officer for UTIMCO, then discussed
derivative investments along with a PowerPoint presentation entitled
“‘Permanent University Fund and General Endowment Fund: Discussion
on Derivative Investments.” Mr. Boldt spoke about the Derivatives
Investment Policy that was before the Board on yellow paper. The
proposed Policy includes revisions made at the direction of the UTIMCO
Board at their recent meeting.

Mr. Boldt said that the purpose of the Derivatives Investment Policy, which
was taken out of the Permanent University Fund and General Endowment
Fund Investment Policy Statements to ensure specificity and targeting of
derivatives, is to enhance the way derivatives are viewed inside UTIMCO.
The Policy provides a better definition process, states that the UTIMCO
Board must approve every application, and speaks of a quarterly
monitoring process by the UTIMCO Board of Directors, thus moving
forward to a better risk management platform.

Discussion of additional UTIMCO topics will resume at the Special Called
Meeting of the Board on December 13, 2002.



2. Comments from Cambridge Associates on Investment Return
Assumptions, Policy Asset Mix, and UTIMCO Performance

Mr. Bruce Myers of Cambridge Associates, commented briefly during the
discussion under topic #1.

3. New UTIMCO Organizational Structure and 2003 Budget

There was no presentation of the organizational structure or 2003 budget
for UTIMCO.

4. Communications between UTIMCO and Board of Regents

Mr. Boldt requested similar opportunities in the future as had today
(November 12) to discuss matters with the U. T. Board of Regents. He is
developing a process to provide more current information to members of
the Board and Chairman Miller welcomed this approach.

5. Resolution of Appreciation to UTIMCQO Board of Directors

Upon motion of Regent Estrada, duly seconded, the U. T. Board of
Regents adopted the following resolution of appreciation to the UTIMCO
Board of Directors. This additional item had been sent to the members of
the Board in advance of the meeting and was before the Board on yellow
paper.

Resolution of Appreciation

BE IT RESOLVED, That the Board of Regents of The
University of Texas System expresses its appreciation to the
Board of Directors of The University of Texas Investment
Management Company (UTIMCO), and in particular to those
members of UTIMCQO'’s Board not otherwise affiliated with The
University of Texas System or The Texas A&M University
System, for their dedicated and ongoing service and
contributions to the investment of funds, including the
Permanent University Fund, under the control and
management of the U. T. Board of Regents.

Chairman Miller expressed his gratitude to the UTIMCO Board of Directors
for their endeavors and Chancellor Yudof also commended the UTIMCO
Board for their contributions to the success of UTIMCO.

RECESS.--At 4:30 p.m., Chairman Miller announced that the Board would recess
to reconvene at 8:30 a.m. in Open Session on Wednesday, November 13, 2002,
in Room 1.212 of the Conference Center at The University of Texas at Dallas,
Richardson, Texas.



WEDNESDAY, November 13, 2002.--The members of the Board of Regents

of The University of Texas System reconvened at 8:34 a.m. on Wednesday,
November 13, 2002, in Room 1.212 of the Conference Center at The University
of Texas at Dallas, Richardson, Texas, with the following in attendance:

ATTENDANCE.--

Present Absent
Chairman Miller, presiding

Vice-Chairman Clements

Vice-Chairman Hunt

Vice-Chairman Riter

Regent Craven

Regent Estrada

Regent Krier

Regent Oxford

Regent Sanchez

Counsel and Secretary Frederick

Chairman Miller announced a quorum present and called the meeting to order.

WELCOME TO NEW OFFICIALS OF THE UNIVERSITY OF TEXAS SYSTEM.--
Chairman Miller welcomed the following officials to The University of Texas
System:

. Dr. Teresa A. Sullivan, Executive Vice Chancellor for Academic Affairs,
The University of Texas System Administration

J Ms. Tonya Moten Brown, Vice Chancellor for Administration, U. T. System
Administration

) Kirk Aquilla Calhoun, M.D., President, The University of Texas Health
Center at Tyler.

WELCOME BY DR. FRANKLYN G. JENIFER, PRESIDENT OF THE
UNIVERSITY OF TEXAS AT DALLAS.--Chairman Miller stated that the Board
was pleased to be meeting at The University of Texas at Dallas and called on
President Jenifer, who, on behalf of the faculty, staff, and students of the
institution, welcomed the members of the Board and other guests to the campus.



U. T. BOARD OF REGENTS: APPROVAL OF MINUTES OF REGULAR MEETING
HELD AUGUST 7-8, 2002, AND SPECIAL MEETING HELD SEPTEMBER 21,
2002.--The Minutes of the regular meeting of the Board of Regents of The University
of Texas System held on August 7-8, 2002, in El Paso, Texas, were approved as
prepared by the Counsel and Secretary to the Board. The official copy of these
Minutes is recorded in the Permanent Minutes, Volume XLIX, Pages 739 - 983.

The Board also approved the Minutes of the special meeting of the Board of
Regents of the U. T. System held on September 21, 2002, in Austin, Texas, as
prepared by the Counsel and Secretary to the Board. The official copy of these
Minutes is recorded in the Permanent Minutes, Volume L, Pages 1-7.

SPECIAL ITEMS

1. U. T. Board of Regents: Amendments to the Regents' Rules and
Regulations, Part One, Chapter Il to Amend Chancellor, Executive Vice
Chancellor, and Vice Chancellor Positions; Add the Position of Vice
Chancellor for Administration; and Amend Section 16, Subsection 16.2
(Reporting) Related to the Presidents of the Component Institutions

The Board amended the Regents’ Rules and Requlations, Part One,
Chapter Il as set forth below:

a. Section 3, Subsection 3.2, regarding the primary duties and
responsibilities of the Chancellor, was amended to add new
Subdivisions 3.29 through 3.2(10) as follows:

3.2  Primary Duties and Responsibilities of the Chancellor
The Chancellor, by delegation from the Board, is authorized
to exercise the powers and authorities of the Board in the
governance of the System. The Chancellor will normally
act through the officers of the System regarding the matters
delegated to them by these Rules. The Chancellor,
however, shall not be precluded from any direct
participation and communication with System Administration
officers or staff, institutional officers or staff, faculty
members, and groups.
The major duties of the Chancellor include:

3.29 Appointing the Executive Vice Chancellors and Vice
Chancellors, and taking administrative action and
terminating employment regarding these positions.



3.2(10) Nominating candidates for the position of System
Director of Audits for appointment by the Board,
as outlined in Subsection 3.3 of this Chapter.

3.2(11) Appointing the System-wide Compliance Officer,
as outlined in Subsection 3.4 of this Chapter.

Section 4, Subsection 4.1, regarding the appointment of the
Executive Vice Chancellor for Academic Affairs, was amended to
read as follows:

4.1 Appointment
The Executive Vice Chancellor for Academic Affairs shall be

appointed by the Chancellor. The Executive Vice Chancellor
for Academic Affairs shall hold office without fixed term,
subject to the pleasure of the Chancellor.

Section 5, Subsection 5.1, regarding the appointment of the
Executive Vice Chancellor for Business Affairs, was amended to
read as follows:

51 Appointment
The Executive Vice Chancellor for Business Affairs shall be

appointed by the Chancellor. The Executive Vice Chancellor
for Business Affairs shall hold office without fixed term,
subject to the pleasure of the Chancellor.

Section 6, Subsection 6.1, regarding the appointment of the
Executive Vice Chancellor for Health Affairs, was amended to read
as follows:

6.1 Appointment
The Executive Vice Chancellor for Health Affairs shall be

appointed by the Chancellor. The Executive Vice Chancellor
for Health Affairs shall hold office without fixed term, subject
to the pleasure of the Chancellor.

Section 7, Subsection 7.1, regarding the appointment of the Vice
Chancellor and General Counsel, was amended to read as follows:

71 Appointment
The Vice Chancellor and General Counsel shall be

appointed by the Chancellor. The Vice Chancellor and
General Counsel shall hold office without fixed term, subject
to the pleasure of the Chancellor.
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Section 8, Subsection 8.1, regarding the appointment of the Vice
Chancellor for Governmental Relations, was amended to read as
follows:

8.1 Appointment
The Vice Chancellor for Governmental Relations shall be

appointed by the Chancellor. The Vice Chancellor for
Governmental Relations shall hold office without fixed term,
subject to the pleasure of the Chancellor.

Section 9, Subsection 9.1, regarding the appointment of the Vice
Chancellor for Development and External Relations, was amended
to read as follows:

9.1 Appointment
The Vice Chancellor for Development and External Relations

shall be appointed by the Chancellor. The Vice Chancellor
for Development and External Relations shall hold office
without fixed term, subject to the pleasure of the Chancellor.

Section 10, Subsection 10.1, regarding the appointment of the Vice
Chancellor for Federal Relations, was amended to read as follows:

10.1  Appointment
The Vice Chancellor for Federal Relations shall be appointed

by the Chancellor. The Vice Chancellor for Federal
Relations shall hold office without fixed term, subject to the
pleasure of the Chancellor.

Section 11, Subsection 11.1, regarding the appointment of the Vice
Chancellor for Health Affairs, was amended to read as follows:

11.1  Appointment
The Vice Chancellor for Health Affairs shall be appointed by

the Executive Vice Chancellor for Health Affairs after
approval by the Chancellor. The Vice Chancellor for Health
Affairs shall hold office without fixed term, subject to the
pleasure of the Executive Vice Chancellor for Health Affairs
and the Chancellor.
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Section 12, Subsection 12.1, regarding the appointment of the Vice
Chancellor for Community Relations, was amended to read as
follows:

12.1 Appointment
The Vice Chancellor for Community Relations shall be

appointed by the Chancellor. The Vice Chancellor for
Community Relations shall hold office without fixed term,
subject to the pleasure of the Chancellor.

Section 13, Subsection 13.1, regarding the appointment of the Vice
Chancellor for Special Engineering Programs, was amended to
read as follows:

13.1 Appointment
The Vice Chancellor for Special Engineering Programs shall

be appointed by the Chancellor. The Vice Chancellor for
Special Engineering Programs shall hold office without fixed
term, subject to the pleasure of the Chancellor.

New Section 7, relating to the position of the Vice Chancellor for
Administration, was added as follows:

Sec. 7. Vice Chancellor for Administration

The Vice Chancellor for Administration reports to the
Chancellor and is responsible for administrative matters
related to the policies and systems of The University of
Texas System Administration. The Vice Chancellor for
Administration acts as the liaison between the Office of
the Chancellor and communities and customers served,
as requested by the Chancellor. The Vice Chancellor for
Administration has direct access to the Board of Regents
of The University of Texas System and is expected to
work directly with appropriate committees of the Board in
discharging the duties of the office.

71 Appointment
The Vice Chancellor for Administration shall be

appointed by the Chancellor and shall hold office
without fixed term, subject to the pleasure of the
Chancellor.

12



7.2

Duties and Responsibilities

The primary responsibilities of the Vice Chancellor
for Administration include:

7.21

7.22

7.23

7.24

7.25

7.26

7.27

7.28

7.29

7.2(10)

Serving as primary contact from the Office
of the Chancellor for administrative
matters related to U. T. System strategic
and operational initiatives.

Representing the Office of the Chancellor
on committees and task forces with state,
federal and executive entities.
Collaborating with U. T. System leaders
to promote and enhance organizational
effectiveness and efficiency through
development and deployment of
processes, systems, and procedures in
accordance with System mission, and
Regental and System goals, policies, and
directiveness.

Completing special projects as directed by
the Chancellor.

Directing the preparation, analysis,
monitoring, and evaluation of activities
and recommendations that ensure the
goals of the U. T. System are being met
from the perspective of the Office of the
Chancellor.

Assessing efficiency of organizational
structure and systems.

Participating in the development of U. T.
System strategic plans and programs as
the representative of the Chancellor.
Providing technical/professional advice,
knowledge, and assistance to the
Chancellor regarding ongoing and
proposed administrative activities within
the U. T. System.

Serving as the primary liaison to the
Office

of the Board of Regents on administrative
issues and joint projects.

Performing such other duties as may be
assigned by the Chancellor.
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m. Section 16, Subsection 16.2, relating to presidents of component
institutions, was amended and a new Subsection 16.3 was added
as follows:

16.2 Reporting
The president reports to and is responsible to the Executive

Vice Chancellor having responsibility for the institution. The
president has access to the Chancellor and is expected to
consult with the appropriate Executive Vice Chancellor and
the Chancellor on significant issues on an as needed basis.

16.3 Term and Removal from Office
The president serves without fixed term, subject to the
pleasure of the appropriate Executive Vice Chancellor and
approval by the Chancellor and the Board. When
circumstances warrant or require such action, the Chancellor
may take interim action involving a president, including but
not limited to suspension or leave of absence, pending
approval by the Board.

n. Current Section 16, Subsection 16.3, relating to duties and
responsibilities of presidents, was renumbered as Subsection 16.4.

0. Sections were reordered and renumbered as appropriate to display
Vice Chancellor titles in alphabetical order and remaining sections
were also renumbered accordingly.

Amendments to the Regents’ Rules and Regulations, Part One, Chapter
Il, concerning the duties of the Chancellor and the job descriptions for
several executive officers of The University of Texas System were made
as follows:

o Amendments to Section 3, Subsection 3.2 make clear that it is the
Chancellor’s responsibility to appoint the Executive Vice
Chancellors and Vice Chancellors, to take administrative action,
and to terminate individuals in these positions; to make nominations
to the Board for the position of System Director of Audits; and to
appoint the System-wide Compliance Officer. These amendments
are not a change in authority or operating practice but provide
clarifications suggested by Chairman Miller and Chancellor Yudof.

. Language in former Sections 4 - 13 that states that the Chancellor’'s
actions concerning the Executive Vice Chancellors and Vice
Chancellors is subject to Board review and that discussion with the
Board is required prior to these appointments was deleted.
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The approval of the terms of employment agreements for these
positions will continue to be submitted to the Board via the Docket
for a finding that the agreement is in the “best interest” of the U. T.
System as required by Texas Education Code Section 51.948 and
noted in Part One, Chapter |, Section 9, Subsection 9.2, Subdivi-
sion 9.28, Subparagraph 9.282 of the Regents’ Rules and

Requlations.

Language was added detailing the responsibilities for the new
position of Vice Chancellor for Administration.

Language was added to Section 16, Subsection 16.3 to authorize
the Chancellor to take interim action involving a president of a
component institution when circumstances warrant or require such
action.

U. T. Board of Regents: Approval to Amend the Regents’ Rules and

Requlations, Part One, Chapter |, Section 9, Subsection 9.2 (Delegation of

Authority to Execute and Deliver Contracts, Agreements, and Documents),

Subdivisions 9.22 and 9.25

The Board approved amending the Regents' Rules and Reqgulations, Part
One, Chapter I, Section 9, Subsection 9.2, Subdivision 9.22, regarding
approval of contracts valued at more than $1 million, and Subdivision
9.25, regarding delegation of authority, to read as set forth below:

Delegation of Authority to Execute and Deliver Contracts,
Agreements, and Documents

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

9.22(10) Contracts or agreements for the purchase or
license of library books and library materials.

15



9.25 The primary delegate identified in these Rules and
Regulations or in an official Board action may further
delegate his or her delegated authority unless otherwise
specified. Any such further delegation of authority must be
made in writing and the primary delegate shall permanently
maintain, or cause to be maintained, evidence of all such
delegations. A delegate of the primary delegate may not
further delegate such authority.

Addition of language to the Regents' Rules and Requlations, Part One,
Chapter I, Section 9, Subsection 9.2, Subdivision 9.22,

Subparagraph 9.22(10) eliminates the requirement for Board approval of
contracts for the purchase or license of library books and library materials.
Compliance with other contracting requirements, as provided in Business
Procedures Memorandum 48, will continue to be required.

Amendment of language in Subdivision 9.25 allows delegates identified
in all official Board actions to make further limited delegation of authority
as currently authorized by this Subdivision for delegates identified in the
Regents’ Rules and Regulations.

U. T. Board of Regents: Amendments to the Guidelines for the Santa Rita
Award and Inclusion of Guidelines in the Regents' Rules and Requlations,
Part One, Chapter |

The “Guidelines for the Santa Rita Award” adopted by the Board in

June 1967 were amended as set forth below to conform to current
selection practices. These Guidelines were also included in the Regents'
Rules and Reqgulations, Part One, Chapter | as new Section 11.

Guidelines for the Santa Rita Award

Standards

A System-wide award that may be made annually to an individual
who has made valuable contributions over an extended period to
The University of Texas System in its developmental efforts. An
individual is defined as a person, as opposed to a corporation,
charitable trust, foundation, and like entities. The recipient may be
judged on the basis of a broad list of criteria, primary among which
will be a demonstrated concern for the principles of higher
education generally, as well as deep commitment to the furtherance
of the purposes and objectives of The University of Texas System
specifically.
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Participation by the recipient in the affairs of the System shall be of
such character and purpose to serve as a high example of selfless
and public-spirited service. Of particular interest will be the effect
that such individual activity may have engendered similar
motivation from other public and private areas toward the University
System.

General Conditions
A. The award, to be known as the “Santa Rita Award,” will
consist of a medallion to be presented no more frequently

than annually.

B. The award shall be made on behalf of the Board of Regents
of The University of Texas System.

C. An individual may receive the award only once.
D. Posthumous awards may be given.
E. No member of the Board of Regents shall be eligible to

receive the Santa Rita Award until the termination of the
member’s service.

Nominations for Awards

A. Nominations for the award shall be forwarded to the
Chairman of the Board of Regents or the Counsel and
Secretary to the Board (Office of the Board of Regents, The
University of Texas System, 201 West Seventh Street, Suite
820, Austin, Texas 78701-2981).

B. The nominator shall provide such supporting information and
documentation as may be requested by the Chairman or the
Counsel and Secretary to the Board.

Selection of Awardees

Awards shall be made, upon recommendation of the Chairman of
the Board following consultation with others including the
Chancellor and other appropriate U. T. System officials, by a
majority vote of members present at a Board of Regents’ meeting
at which a quorum is present.
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The “Guidelines for the Santa Rita Award” were adopted by the Board of
Regents in June 1967 and amended in September 1973 and December
1975. The Guidelines contemplate that the award will be made every year,
while actual practice has this prestigious award made as distinguished and
deserving recipients are identified. While the anniversary date of Santa Rita
No. 1 will be considered in the timing of the award, it is not always feasible
to present the award “on or about May 28.” The amendments provide
clarification to the awards process and conform the policy to actual practice
that assures that the selection of an awardee is made in a public meeting as
required by the Texas Open Meetings Act. To provide ready access, the
Guidelines will be included in the Regents' Rules and Regulations, Part
One, Chapter | as a new Section 11.

U. T. Board of Regents: Amendment to the Regents' Rules and
Regulations, Part One, Chapter lll, Section 13 (Outside Employment,
Service on Outside Boards, and Nonelective Positions of Honor, Profit, or
Trust) to Add New Subsection 13.(10) (Service on Outside Boards)

The Board amended the Regents' Rules and Regulations, Part One,
Chapter Ill, Section 13, regarding outside employment and nonelective
positions of honor, profit, or trust, as set forth below:

Sec. 13. Outside Employment, Service on Outside Boards, and
Nonelective Positions of Honor, Profit, or Trust

13.(10)  Service on Outside Boards
It is recognized that the Chancellor and other
Executive Officers of the System and the presidents
of component institutions may be asked to serve on
the boards, councils or other governing or advisory
bodies (“outside boards”) of various business, civic,
professional, and social organizations, both for profit
and not-for-profit, and in compensated and
noncompensated positions. Such service is generally
deemed to be in the best interest of the System and
the component institutions because it broadens the
experience of the individuals involved and exposes
the System and its component institutions to a larger
audience of business, civic, professional, and social
leaders.
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To avoid conflicts of interest and to ensure that
outside service does not distract from employment
duties and obligations, the Chancellor shall
promulgate a policy concerning approval of service on
outside boards. The Chancellor shall provide a copy
of the policy to the Board and shall notify the Board of
any significant changes to the policy. Requests for
approval of service on outside boards by the
Chancellor or the Counsel and Secretary to the Board
shall be made to the Chairman.

This amendment of the Regents' Rules and Reqgulations, Part One, Chap-
ter Ill, Section 13 to add new Subsection 13.(10), regarding service of
Executive Officers of The University of Texas System or presidents of

the component institutions on outside boards, outlines the requirement of
approval for service pursuant to a policy to be promulgated by the
Chancellor and provided to the U. T. Board of Regents.

U. T. Board of Regents: Approval to Amend the Regents' Rules and
Requlations, Part One, Chapter lll, Section 33 (Retirement and Modified
Service

The Board amended the Regents' Rules and Regulations, Part One,
Chapter lll, Section 33, relating to retirement and modified service, to read
as follows:

Sec. 33. Retirement and Modified Service

33.2 Appointment of Retired Person
The Chancellor or the president, as appropriate, may
appoint a person who has retired to modified service.
Retirement is defined as withdrawal from employment
with the U. T. System or a component institution with a
retirement benefit.

33.3 Finding of Best Interest Required
Appointment to modified service shall be made only if
the Chancellor or president finds the service of the
individual is in the best interest of the System or a
particular component institution.
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33.4 Terms of Appointment to Modified Service
Appointment to modified service shall be without
tenure, and for not more than one academic year.
Appointments for Teacher Retirement System
participants will be made in compliance with applicable
law. The notice provisions of Subsection 6.7 of this
Chapter shall not apply to nonrenewal of such
appointments. If the System or a component institution
determines that it is in the best interest of the System or
the institution, it may offer reappointment to modified
service.

The amendments to the Regents' Rules and Regqulations, Part One,
Chapter lll, Section 33, Subsection 33.2, delegate authority for The
University of Texas System and institutional appointments to modified
service to the Chancellor or institutional presidents, as appropriate, and
remove the requirement for additional approvals by U. T. System officials
and the U. T. Board of Regents.

The amendment to Subsection 33.3 tracks State law, which requires a
finding of "best interest" regarding contracts with all higher education
administrators.

Amendments to Subsection 33.4 conform to State laws, which speak only
to the conditions for rehiring or appointment of Teacher Retirement
System participants and language in former Subsections 33.5 and 33.6
was deleted as these provisions simply restate the need to comply with
policy and the ability of the Board to make exceptions to policy.

U. T. Board of Regents: Authorization to Repeal the Regents' Rules and
Reqgulations, Part One, Chapter VI, Section 9 (Admission of Nonresident

Students

The Board repealed the Regents’ Rules and Regqulations, Part One, Chap-
ter VI, Section 9 as set forth below and ordered that remaining sections be
renumbered:

Sec. 9. Admission of Nonresident Students

No nonresident of the State of Texas shall be enrolled as a new
or transfer student in any school, college, or degree-granting
program at any component institution of the System when all of
the three following conditions occur: (1) when there is a
limitation on the number of students who will be enrolled in the
class of which such nonresident would be a member if he or she
were enrolled;
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(2) when the result of enrolling such nonresident would be to
increase to greater than 10% the percentage of nonresidents
enrolled in the class of which such nonresident would be a
member if he or she were enrolled; and (3) when at the time of
the proposed enroliment of such nonresident, admission to the
school, college, or degree-granting program is being denied to
one or more Texas residents who have applied for admission
and who reasonably demonstrate that they are probably
capable of doing the quality of work that is necessary to obtain
the usual degree awarded by the school, college, or degree-
granting program. It is provided, however, that the nonresident
enrollment at the School of Law, The University of Texas at
Austin, may be equal to 20% of each class of which
nonresidents are a part provided that the admission of such
nonresidents is on the basis of academic merit alone.

The limitation on nonresident enrollment in the Regents' Rules and
Regulations is not a complete statement of applicable State law and, as
worded, has greater application than State law. State law applies only to
medical and dental schools (10% cap) and law schools (20% limitation for
the School of Law at The University of Texas at Austin) and also makes
specific exceptions for degree programs not exempted in the Regents'
Rules: an M.D./Ph.D. program at The University of Texas Southwestern
Medical Center at Dallas and six-year programs in oral and maxillofacial
surgery.

This change will conform the Regents' Rules to State law and repeal is
expected to have minimal impact on current enrollment practices.

U. T. Board of Regents: Amendment to the Regents' Rules and
Regulations, Part Two, Chapter V, Section 1, Subsection 1.2, Subdivi-
sion 1.22 (The Pay Plan)

The Board amended the Regents' Rules and Reqgulations, Part Two,
Chapter V, Section 1, Subsection 1.2, Subdivision 1.22, Subparagraph
1.224, regarding the pay plan, to read as set forth below:

1.224 The System-wide Personnel Pay Plan shall be approved annually
by the Chancellor. Subsequent changes to a component
institution pay plan in a given fiscal year shall be processed as
follows:

(@) The System Office of Human Resources shall process
requested amendments to a component institution pay plan
based on the impact of the change upon the System-wide
Personnel Pay Plan.
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(b) The System Office of Human Resources is authorized to
approve the following proposed changes to a component
institution pay plan:

(1) The adjustment of a salary range within the established
System-wide salary range, if the change will not change
the System-wide Personnel Pay Plan.

(2) Deletion of a title.

(3) Change of atitle.

(4) Change of a code number.

(5) Addition of a title that is in the System-wide Personnel
Pay Plan if the salary range requested is within the
established System-wide salary range.

(c) The following proposed changes to a component institution
pay plan require the approval of the System Office of Human
Resources and the Chancellor or his or her delegate:

(1) The addition of a new title that is not included in the
System-wide Personnel Pay Plan.

(2) The addition of a title that is included in the System-
wide Personnel Pay Plan at a salary range not within
the established System-wide Personnel Pay Plan range
for the title.

(3) The adjustment of a salary range that would change the
established System-wide range by setting a new
System-wide minimum or maximum salary.

(d) The System Office of Human Resources shall notify a
component institution of the approval or disapproval of a
requested pay plan change as soon as practicable. No
requested change may be implemented until authorized in
writing.

Amendment of the Regents' Rules and Requlations, Part Two, Chapter V,
Section 1, Subsection 1.2, Subdivision 1.22, Subparagraph 1.224
delegates to the Chancellor the authority to approve the annual System-
wide pay plan. The previous process was to submit a summary of the pay
plan for approval by the Board via the Docket each August.

The annual System-wide pay plan is a compilation of component
institution pay plans and any additions, deletions, and changes that have
been approved during the course of a fiscal year by The University of
Texas System Office of Human Resources or the Chancellor, in
accordance with the Regents' Rules and Regulations. The process of
approving changes to the System-wide pay plan is routine in nature and
occurs throughout the fiscal year as needs occur at the component
institutions. Pay plan changes are planned and reviewed carefully at the
component level, reviewed by System Administration officials throughout
the year, and implemented by the component institutions after approval by
the U. T. System Office of Human Resources or the Chancellor.
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U. T. Board of Regents: Amendments to the Regents' Rules and Requ-

lations, Part Two, Chapter VI, Section 9 (Deferred Compensation Plan)

The Board amended the Regents’ Rules and Requlations, Part Two,
Chapter VI, Section 9, relating to the Deferred Compensation Plan, to read
as follows:

Sec. 9.

Deferred Compensation Plan

As authorized by Texas Government Code Chapter 609, any
employee may participate in the Deferred Compensation Plan
administered by the Employees Retirement System and
established pursuant to Section 457(b) of the Internal Revenue
Code of 1986, as amended.

Further, as authorized by Texas Revised Civil Statutes
Annotated Article 6228a-5, Section 3(a), the Board has
established a plan pursuant to Section 457(f) of the Internal
Revenue Code of 1986, as amended, for the benefit of a select
group of employees. Only employees designated by the Board
as eligible employees may participate in the plan.

The Board delegates to the Executive Vice Chancellor for
Business Affairs the power and authority to amend the Plan
consistent with applicable law and to take all action and to make
all decisions and interpretations that may be necessary or
appropriate to administer and operate The University of Texas
System Deferred Compensation Plan (the “Plan”), as further
provided in the Plan. The Executive Vice Chancellor for
Business Affairs will perform, or cause to be performed, such
recordkeeping functions as necessary to administer and
maintain the Plan in accordance with Section 457(f) of the
Internal Revenue Code, consistent with Texas Revised Civil
Statutes Annotated Article 6228a-5.

In 1996, a Deferred Compensation Plan was established as allowed by
Internal Revenue Code Section 457(f) to benefit certain senior

administrators selected by the U. T. Board of Regents to participate in the
Plan. The initial Plan was drafted by tax counsel in the Office of General
Counsel and
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10.

approved by the Executive Vice Chancellor for Business Affairs to effect
the Board's actions. Recent review of the Plan indicates the need for
minor amendments, which will require the signature of an official
"recordkeeper."

This addition to the Regents' Rules and Regulations, Part Two, Chapter VI
will incorporate this benefit into Section 9 describing similar benefits and
delegate, for the record, the recordkeeping responsibility for the Plan and
ability to amend the Plan, consistent with applicable law, to the Executive
Vice Chancellor for Business Affairs. The Counsel and Secretary to the
Board will continue to work closely with the Executive Vice Chancellor for
Business Affairs to assure that the Board's actions with respect to
individual compensation are implemented in a timely fashion.

U. T. Board of Regents: Deletion of the Regents' Rules and Reqgulations,
Part Two, Chapter X, Section 6 Regarding Meals and Lodaging for

Employees

The following outdated and unneeded language in Section 6, Chapter X,
Part Two of the Regents’ Rules and Regulations was deleted and the
remaining Sections were renumbered accordingly:

Sec. 6. Value of Services in Lieu of Compensation

The money values of meals, lodging, and other services that
employees are authorized to receive in lieu of additional wages
or salary are recommended to the president of the component
institution by the chief business officer and approved by the
appropriate Executive Vice Chancellor, the Chancellor, and
the Board.

U. T. System: Report of Summary of Gift Acceptance Conforming to
Board Policy for June 1, 2002 Through Auqust 31, 2002

The Summary of Gift Acceptance for The University of Texas System for
the period June 1, 2002 through August 31, 2002 is set forth on Page 25 .
The report includes 134 items conforming to Board policy including the
acceptance of $23,030,930 in gifts and other transfers of funds and Board-
held matching funds totaling $2,419,460. The report includes only those
funds that relate to endowments, estates and other funds managed by the
U. T. System Office of Development and External Relations.
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11.

# ALL

ITEMS COMPONENT INSTITUTION TOTAL VALUE
3 U. T. System Administration $ 70,000
15 U. T. Arlington 233,890
49 U. T. Austin 15,172,911
- U. T. Brownsville -
- U. T. Dallas -
13 U.T. El Paso 355,484
-- U. T. Pan American -—
4 U. T. Permian Basin 40,000
2 U. T. San Antonio 24,880
1 U. T. Tyler 10,000
8 U. T. Southwestern Medical Center - Dallas 1,203,347
6 U. T. Medical Branch - Galveston 1,128,394
9 U. T. Health Science Center - Houston 820,000
4 U. T. Health Science Center - San Antonio 870,000
19 U. T. M. D. Anderson Cancer Center 3,073,724

1 U. T. Health Center - Tyler 28,300
134 TOTAL $ 23,030,930

* Not included in total:

U. T. Austin: $1,374,583.12 transfers of endowment and charitable trust funds;

U. T. El Paso: $239,465.78 transfer of charitable trust funds; and

U. T. Southwestern Medical Center - Dallas: $805,411.42 of Board-held matching funds.

U. T. Board of Regents: Resolution Regarding The University of Texas
Investment Management Company (UTIMCO) Issues

Chairman Miller stated that he had asked that an additional item regarding
The University of Texas Investment Management Company (UTIMCO)

be posted for consideration by the Board. The item had been sent to the
members of the Board in advance of the meeting and was before the
Board on yellow paper. Upon motion of Regent Estrada, duly seconded,
the Board adopted the following resolution:

Resolution Regarding UTIMCO Issues

WHEREAS, The Constitution of the State of Texas places the
responsibility for investing the Permanent University Fund (PUF) in the
Board of Regents of The University of Texas System (Board of Regents);
and
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WHEREAS, Texas Education Code Section 66.08 authorizes the Board of
Regents to delegate investment authority and enter into a contract with a
nonprofit corporation to invest funds, including the PUF, under the control
and management of the Board of Regents; and

WHEREAS, The University of Texas Investment Management

Company (UTIMCO) has been established as a nonprofit corporation
meeting the requirements of Texas Education Code Section 66.08 for the
purpose of contracting with the Board of Regents to invest funds, including
the PUF, under the control and management of the Board of Regents; and

WHEREAS, Effective on March 1, 1996, the Board of Regents did enter
into an Investment Management Services Agreement (Agreement) with
UTIMCO:; and

WHEREAS, The Agreement, as amended, was restated by the Board of
Regents and UTIMCO effective as of November 16, 2000; and

WHEREAS, UTIMCO is currently investing the funds, including the PUF,
under the control and management of the Board of Regents in accordance
with investment policies approved by the Board of Regents; and

WHEREAS, The control and management of funds, including the PUF,
by the Board of Regents, involve matters of public policy;

NOW THEREFORE, BE IT RESOLVED, That the Board of Regents
recognizes and acknowledges that when investing funds, including the
PUF, under the control and management of the Board of Regents,
UTIMCO is acting as the agent of and for the Board of Regents, and

BE IT FURTHER RESOLVED, That with respect to matters involving
public policy decisions concerning the funds, including the PUF, under the
control and management of the Board of Regents, including decisions with
respect to the Texas Public Information Act, the Board of Regents
reserves such decisions to itself and has neither expressly nor impliedly
delegated such decisions to UTIMCO, its Board of Directors or its
management.

RECESS FOR COMMITTEE MEETINGS AND COMMITTEE REPORTS TO
THE BOARD.--At 8:43 a.m., the Board recessed for meetings of the Standing
Committees, and Chairman Miller announced that at the conclusion of each
committee meeting the Board would reconvene to approve the report and
recommendations

of that committee.

The meetings of the Standing Committees were conducted in open session and
the reports and recommendations thereof are set forth on the following pages.
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REPORTS AND RECOMMENDATIONS OF STANDING COMMITTEES

REPORT OF EXECUTIVE COMMITTEE (Page _27 ).--Chairman Miller reported
that there were no items referred from the Executive Committee to the Board
pursuant to Section 7, Subsection 7.1, Subdivision 7.14 of Chapter | of Part One
of the Regents’ Rules and Reqgulations.
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REPORT AND RECOMMENDATIONS OF THE FINANCE AND PLANNING
COMMITTEE (Pages 28 - 46).--Committee Chairman Hunt reported that the
Finance and Planning Committee met in open session to consider those matters
on its agenda and to formulate recommendations for the U. T. Board of Regents.
Unless otherwise indicated, the actions set forth in the Minute Orders which
follow were recommended by the Finance and Planning Committee and
approved in open session by the U. T. Board of Regents:

1. U. T. System: Approval of Docket No. 111 (Catalog Change)

The Board approved Docket No. 111 in the form distributed by the
Counsel and Secretary to the Board. It is attached following Page 94 in
the official copies of the Minutes and is made a part of the record of this
meeting.

It was expressly authorized that any contracts or other documents or
instruments approved therein may be executed by the appropriate officials
of the respective component institution involved.

Appointments involving executive vice chancellor, vice chancellor, and
president positions were found to be in the best interest of The University
of Texas System, as required by Texas Education Code Section 51.948.

2. U. T. Board of Regents: Adoption of Twelfth Supplemental Resolution to
the Master Resolution Authorizing the Issuance of Board of Regents of
The University of Texas System Revenue Financing System Bonds in One
or More Installments in an Aggregate Principal Amount Not to Exceed
$635,000,000; Authorization for Officers of U. T. System to Complete All
Related Transactions; and Approval of Use of Revenue Financing System
Parity Debt, Receipt of Parity Debt Certificate, and Finding of Fact with
Regard to Financial Capacity

The Board:

a. Adopted the Twelfth Supplemental Resolution to the
Master Resolution to authorize the issuance, sale, and
delivery of Board of Regents of The University of Texas
System Revenue Financing System Bonds in one or
more installments in an aggregate principal amount not to
exceed $635,000,000 through November 30, 2003, with
a final maturity not to exceed the Year 2035 for the
purpose of advance refunding certain outstanding
Revenue Financing System Bonds to produce present
value debt service savings; to refund a portion of the
outstanding Revenue Financing System
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Commercial Paper Notes, Series A; to provide new
money to fund construction and acquisition costs of
projects in the Capital Improvement Program; and to pay
the costs of issuance and any original issue discount

Authorized appropriate officers and employees of the

U. T. System as set forth in the Twelfth Supplemental
Resolution to take any and all actions necessary to carry
out the intentions of the U. T. Board of Regents, including
determining the method of sale and the selection of the
underwriters, within the limitations and procedures
specified therein; making certain covenants and
agreements in connection therewith; and resolving other
matters incident and related to the issuance, sale,
security, and delivery of such bonds.

Note: The Twelfth Supplemental Resolution to the Master

Resolution, in substantially the form sent to the Board in
the Agenda Book, had been reviewed by outside bond
counsel and the Office of General Counsel. The
Resolution is not included in these Minutes, but is on file
in the Office of the Board of Regents.

In compliance with Section 5 of the Amended and Restated Master Reso-
lution Establishing The University of Texas System Revenue Financing
System, adopted by the U. T. Board of Regents on February 14, 1991,
amended on October 8, 1993 and August 14, 1997, and upon delivery of
the Certificate of an Authorized Representative as set out on Page 30,
the Board resolved that:

a.

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

The component institutions, which are “Members” as
such term is used in the Master Resolution, possess the
financial capacity to satisfy their direct obligation as
defined in the Master Resolution relating to the issuance
by the U. T. Board of Regents of tax-exempt Parity Debt.
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The Twelfth Supplemental Resolution would authorize the advance
refunding of certain outstanding Revenue Financing System Bonds
provided the refunding exceeds a minimum 3% present value debt service
savings threshold. An advance refunding involves issuing bonds to refund
outstanding bonds in advance of the call date. Refunding bonds are
issued at lower interest rates thereby producing debt service savings.

The potential bonds to be refunded include up to $42,895,000 of the
Revenue Financing System Bonds, Series 1995A maturing 2008-2017;
$18,660,000 of the Revenue Financing System Bonds, Series 1996A
and $55,215,000 of Revenue Financing System Bonds, Series 1996B
maturing 2011-2014; and $37,975,000 of Revenue Financing System
Bonds, Series 1998D maturing 2009-2015. Adoption of this resolution
provides the flexibility to select the particular bonds to be refunded
depending on market conditions on the pricing date, provided the
refunding achieves the minimum 3% savings target.

PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE

l, the undersigned Assistant Vice Chancellor for Finance of The University
of Texas System, a U. T. System Representative under the Amended and
Restated Master Resolution Establishing The University of Texas System
Revenue Financing System (the “Master Resolution”) adopted by the U. T.
Board of Regents (“Board”) on February 14, 1991, and amended on Octo-
ber 8, 1993 and August 14, 1997, do hereby execute this certificate for the
benefit of the Board pursuant to Section 5(a)(ii) of the Master Resolution in
connection with the authorization by the Board to issue “Parity Debt” and
do certify that to the best of my knowledge, the Board is in compliance
with and not in default of any terms, provisions, and conditions in the
Master Resolution, the First Supplemental Resolution Establishing the
Revenue Financing System Commercial Paper Program (“First
Supplemental”), the Second Supplemental Resolution, the Third
Supplemental Resolution, the Fourth Supplemental Resolution, the Fifth
Supplemental Resolution, the Sixth Supplemental Resolution, the Seventh
Supplemental Resolution as amended, the Eighth Supplemental
Resolution, the Ninth Supplemental Resolution as amended, the Tenth
Supplemental Resolution, and the Eleventh Supplemental Resolution.

EXECUTED this 16th day of October, 2002

[s/ Philip Aldridge
Assistant Vice Chancellor for Finance
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U. T. Board of Regents: Adoption of Amended and Restated Resolution
Authorizing the Permanent University Fund Flexible Rate Notes, Series A
Program; Adoption of Liquidity Resolution Constituting a Credit
Agreement; and Authorization for Officers of U. T. System to Complete All
Transactions Related Thereto

The Board:

a. Adopted an Amended and Restated Resolution authoriz-
ing the Permanent University Fund Flexible Rate Notes,
Series A Program to increase the maximum amount of
the program to $400 million and to amend certain other
terms and provisions

b. Adopted a liquidity resolution constituting a credit
agreement covenanting to provide liquidity support for
the Notes and approving a note purchase agreement
with The University of Texas Investment Management
Company (UTIMCO) relating to the Notes

C. Authorized appropriate officers and employees of The
University of Texas System to take any and all actions
necessary to carry out the intentions of the U. T. Board
of Regents.

Note: The Amended and Restated Resolution, credit
agreement, and note purchase agreement, in
substantially the form sent to the Board in the Agenda
Book, had been reviewed by outside bond counsel and
the Office of General Counsel. The documents are not
included in these Minutes, but are on file in the Office of
the Board of Regents.

The Permanent University Fund (PUF) Flexible Rate Notes, Series A
Program provides interim financing for eligible projects. The PUF Note
Program was established in 1985 and has been amended periodically,
most recently in May 2000. The Amended and Restated Resolution
increases the maximum amount of notes that may be outstanding at any
one time from $250 million to $400 million and amends certain other terms
and provisions such as titles and dates.

The increase in program authorization from $250 million to $400 million is
needed to facilitate the funding of construction costs of PUF projects
reflected in the FY 2002-2007 Capital Improvement Program. There is
currently $175 million of PUF notes outstanding and the current $250
million limit is expected to be met during FY 2003.
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Since 1985, liquidity for the PUF Note Program has been provided through
an external bank, with the PUF providing secondary liquidity in the event
the external bank could not perform. Liquidity support is currently
provided by Bank One, NA. The liquidity agreement with Bank One
expires in May 2003.

In lieu of securing external liquidity support, the liquidity resolution
constitutes a credit agreement showing the U. T. Board of Regents'
commitment to provide internal liquidity support for the notes. UTIMCO
has agreed to provide the liquidity commitment for the PUF Note Program.
The U. T. System will save an estimated $400,000 annually by providing
internal liquidity versus external bank liquidity. In consideration for its
commitment, the PUF will receive a commitment fee equal to 0.10% per
annum times the amount of the commitment.

U. T. System: Approval of the System-wide Internal Audit Plan for Fiscal
Year 2003

The Board approved The University of Texas System-wide Internal Audit
Plan for Fiscal Year 2003. Development of the Internal Audit Plan is
based on risk assessments performed at each component institution and
implementation of the Plan will be coordinated with the institutional
auditors. The U. T. System Administration and component institution
Audit Plans and the Summarized Audit Plan are on file in the Office of the
Board of Regents.

U. T. System: Report on Investments for the Fiscal Quarter Ended
Auqust 31, 2002

On behalf of The University of Texas Investment Management Com-

pany (UTIMCO), Regent Hunt, an officer of the UTIMCO Board of
Directors, summarized the Report on Investments for The University of
Texas System for the fiscal quarter ended August 31, 2002, for the
Permanent University Fund, General Endowment Fund, Permanent Health
Fund, Long Term Fund, Short Intermediate Term Fund, and Separately
Invested Assets.
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Report by Regent Hunt on Behalf of UTIMCO

Pages 34 - 40 contain the Summary Reports on Investments for the fiscal
quarter ended August 31, 2002.

ltem | on Pages 34 - 35 reports summary activity for the Permanent Uni-
versity Fund (PUF) investments. The PUF’s net investment return for the
quarter was negative 8.00%. The PUF’s net investment return for
marketable securities for the quarter was negative 8.63% versus its
composite benchmark return of negative 6.63%.

Item Il on Pages 36 - 38 reports summary activity for the General Endow-
ment Fund (GEF), the Permanent Health Fund (PHF), and the Long Term
Fund (LTF). The GEF’s net investment return for the quarter was nega-
tive 8.25%. The GEF’s net investment return for marketable securities for
the quarter was negative 8.66% versus its composite benchmark return of
negative 6.63%.

Item Il on Page 39 reports summary activity for the Short Intermediate
Term Fund (SITF). Total net investment return on the SITF was .84% for
the quarter versus the SITF’s performance benchmark of 2.51%.

Item IV on Page 40 presents book and market value of cash, fixed
income, equity, and other securities held in funds outside of internal
investment pools. Total cash and equivalents, consisting primarily of
component operating funds held in the Dreyfus money market fund,
increased by $195 million to $1,358 million during the fourth quarter.
Market values for the remaining asset types were fixed income securities:
$317 million versus $412 million at previous quarter-end; equities:

$137 million versus $155 million at previous quarter-end; and other
investments of $13 million versus $.6 million at previous quarter-end.
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|, _PERMANENT UNIVERSITY FUND (1)

a) Summary Investment Report at August 31.2002 (2}

($ millions)
FY00-01 Fyo1-02
Full Year 1stcnr 2nd Qfr 3rd Cltr 4th Ciir Year-to-Date
Beginning Net Assets 6.452.3 7.540.1 7.079.2 7,114.0 7.303.3 7,540.1
PUF Lands Receipts (3) 1156 29.2 147 16.6 19.6 60.5
Investment  Return (693.2) (146.7) 25.0 176.5 (579.7) (522.9)
Expenses (17.5) (5.0) (4.9) (6.0} {5.1) (21.0)
Distributions to AUF (317.2) (336.4) (336.4)
Ending Net Assets 7,540, 707927 , 1140 7.303.3 7383 6 , 7383
AUF  Distribution:
From PUF Investments 317.1 336.4 336.4
From Surface Income 9.2 0.9 2.7 1.1 3.4 a.l
Total 326.3 339.3 2.7 1.1 34 346.5
W
& Total Net Investment Return -6.64% -2.03% 0.32% 2.47% -8.00% -7.35%

(1) Report prepared in accordance with Texas Education Code Sec. 51.0032.

General -The Investment Summary Report excludes PUF Lands mineral and surface interests with
estimated August 31,2002 values of $639.6 milion and $161 .1 million, respectively.

(3) PUF Land Receipts . As of August 31.2002: 1,171,057 acres under lease; 519.324 producing acres;
3,151 active leases; and 2,061 producing leases.

UTIMCO 10/24402
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. PERMANENT UNIVERSITY FUND {continued)

b.) Comparison of Asset Allocation Versus Endowment Neutral Policy Portfolio
and Net Investment Return for the quarter ended August 31.2002

Endowment
Endowment Actual Net Neutral Policy
Asset Neutral Policy Investment Portfolic
Allocation Portfolio Return Retum (1) Benchmark
Cash 1.6% 0.0% 0.47% 0.44% 90 Day T-Sills Average Yield
Domestic Common Stocks:
Large/Medium Capitalization Equities 20.0% 25.0% -14.15% -13.80% Standard & Poor's 500 Index
Small Capitalization Equities 7.9% 7.5% -20.89% -19.62% Russell 2000 Index
Total Domestic Common Stocks 27.9% 32.5%
International Common Stocks:
Established Markets 10.8% 12.0% -14.31% -13.66% Morgan Stanley Capital International Europe.

Asia, Far East Index (net)
Emerging  Markets 4.1% 3.0% -14.72% -13.69% Morgan Stanley Capital International Emerging
Markets Free

Total International Common Stacks 14.9% 15.0%
33% (Goldman Sachs Commodity Index minus
100 basis points) plus 67% (National
Inflation Hedging 9.1% 7.5% 0.78% 4.39% Commercial Real Estate Index Fund)
Fixed Income:
Domestic 16.9% 15.0% 2.21% 3.81% Lehman Brothers Aggregate Sand Index
International 3.8% 5.0% 6.76% 6.23% Salomon Non-U.S. World Government Bond
Index. Unhedged
Total Fixed Income 20.7% 20.0%
Marketable Alternative Equities 11.9% 10.0% -6.65% 2.20% 90 Day T-Sills Average Yield + 7%
Total Marketable  Securities 66.1% 65.0% -6.63% 6.63%
Non-Marketable  Alternative  Equities 13.9% 15.0% -3.70% -13.12% (2) Wilshire 5000 U.S. Equities Index + 4%
Total 160.0% 100.0% -6.00% -7.61%

{1) The benchmark return for the endowment neutral policy portfolio is calculated by summing the neutrally weighted index retum (% weight for the
asset class multiplied by the benchmark return for the asset class) for the various asset classes in the endowment portfolio for the — period reported

(2) Due to valuation and liquidity characteristics associated with Non-Marketable Alternative Equities, short-term benchmark ¢omparisons are not
appropriate.
UTIMCO 121192
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Il. GENERAL ENDOWNMENT FUND (1) (2).
a) Summany lnyestment Repod at Auquat 31,2002

{$ millions)
For the Period from
Inception (March 1, 2001} FY01-02
to August 31, 2001 st Qtr 2nd Qtr 3rd Ot Ao Year-io-Date
Beginning Net Assets - 3,7239 3,640.3 3,633.2 3.626.1 3,723.9
Net Contributions 3,818.2 {47.6) (14.9) (100.2) (68.0) {230.7)
Investment Return (81.2) (55.3) 125 96.8 (298.1) {245.3)
Expenses (3.4 (1.5) (1.7 {2.2) {1.8) {7.2)
Distributions {(3) {9.7} 20.8 {3.0) {1.3) 360 525
Ending Net Assets a,723.9 3,640.3 3,633.2 3,626.1 3,2932 3,203.2
Net Asset Value per Unit 97.811 96.325 96.612 99.099 90.932 90.932
Units and Percentage Ownership
(End of Period);
PHF 9,000,891 23.7% 8,897,012 235% 8,784,460 23.4% 7784304 21.3% 1676762 21.2% 7,676,782 21.2%
LTF 29,062 7 28.8965281  76.5% 288219689  76.6% 28,806 706 B 7 B530.380 7R 8% P8 590 989 T8 A%
Total 38,072,429 100.0% 37,792,303 100.0% 37,606,430  100.0% 36,501,010 100.0% 36,216,151 100.0% 36,216,151 100.0%
214 -1.60% 0.32% 2.61% -8.25% 6.96%

Total Nat nvestment Ratum

{1) Report prapared in accordance with Texas Education Code Sec. 51.0032.

{2} On March 1, 2001, the Parmanent Meatih Fund {PHF) and Long Term Fund (LTF) purchased units in the
newly created Genaral Endowmnent Fund (GEF). The initia! number of units was based on the PHFs and
LTFs contribution of ts net values as of Fabruary 28, 2001,

(3} The GEF distributes its net investment income and realized gain (loss) to its unitholders based on their
ownership of GEF units at month end. The distributed amounis are reinvested as GEX contributions,
The distribution is proportional to the percentage of ownership by the unitholders, and therefore,
no additional units are purchased.

UTIMCO 1024702
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Il. _GENERAL ENDOWMENT FUND {gontinued)

b.) Unitholders’ Summary Investment Report at August 31, 2002 (1)

($ millions)
FY00-01 FY01-02
Full Year Y 1stQtr a  2nd Qir - t3rd Ot - 4th Qir a t e

PERMANENT HEALTH FUND

Beginning Net Assets 1.016.6 881.4 857.2 848.8 771.6 881.4
Withdrawals (88.2) (88.2)
Investment  Return (92.1) (13.4) 2.6 21.6 (63.6) (52.6)
Expenses (1.1} {0.1) (0.2) {0.1) {(0.2) (0.8)
Distributions  (Payout) (42.0) (10.7) (10.8) (10.7) (9.6) {41.8)
Ending Net Assets 681.4 857.2 848.8 771.6 698.2 698.2
Net Asset ValugeUnit (2) 0.964617 0.938062 0.928935 0.940949 0.851524 0.851524
No. of Units (End of Period) 913,765,506 913,765,506  913.765.506 820,000,000 820,000,000 820,000,000
Distribution RaperUnit 0.04600 0.01175 0.01175 0.01175 0.01175 0.04700
Total Net Investment Return -9.24% -1.53% 0.26% 2.56% -8.22% -7.05%
LONG TERM FUND

Beginning Net Assets 3,138.2 2.843.3 2,783.3 2.784.5 2,854.8 2,843.3
Net  Contributions 113.2 16.8 26.4 341 12.0 89.3
Investment  Return (276.5) (43.5) 8.4 72.7 (237.3) (199.7)
Expenses (2.3) (0.1) (0.1 {2.6) (0.2) (3.0)
Distributions  (Payout) (127.3) (33.2) (33.5) (33.9) (34.2) (134.81
Ending Net Assets 2,843.3 2.783.3 2,784.5 2,854.8 2,595.1 2,695.1
Net Asset ValugeUnit (2) 5.412 5.266 5.219 5.266 4.766 4,788
No. of Units (End of Period) 525,401,525 528,498,599 533,513,842 540,048,019 542,049,359 542,049,359
Distribution Rager Unit 0.24500 0.06275 0.06275 0.06275 0.06275 0.25100
Total Net Investment Return -6.80% -1.50% 0.32% 2.58% -8.23% -6.97%

{1) The Permanent Health Fund (PHF) and Long Ten Fund (LTF) are internal mutual funds for the pooled investment of
endowment funds. The PHF is comprised of endowments for health-related institutions of higher education and the LTF Is

comprised of privately raised endowments and other long-term funds of U. T. System components.

(2) The asset allocation of the PHF and LTF, beginning in the 3rd fiscal quarter of FYOO-01. is representative of the asset

allocation for the GEF. A nominal amount of cash is held in PHF and LTF to pay expenses incurred Separately by these funds.
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l. GENERAL ENDOWMENT FUND (continued)

¢.} Comparison of Asset Allocation V i
and Net Investment Retum for the quarter endad Auqust 31,2002

Cash

Domestic Common stocks:
Large/Medium Capitalization Equities
Small Capitalization Equities

Total Domestic Common Stocks

fnternational common Stacks:
Established Markets

Emerging Markets

Total International Common  Stocks

Inflation Hedging
Fixed Income:

Domestic
International

Total Fixed income
Marketable Alternative Equities
Total Marketable Securities

Non-Marketable Alternative Equities

Total

Endowment
Endowment Actual Net Neutral Policy
Asset Neutral  Policy Investment Porttolio
Allocation Portfolio Return Return {1} Benchmark
-0.2% (2) 0.0% 0.47% 0.44% 90 Day T-Sills Average Yigid
19.6% 25.0% -14.16% -13.80% Standard and Pgor's 600 Index
6.6% 7.5% -20.69% -19.52% Russell 2000 Index
28.4% 32.5%
11.9% 12.0% -14.16% -13.66% Morgan Stanley Capital Intemational Europe,
Asia, Far East Index (net}
4.6% 3.0% -14.75% -13.69% Morgan Stanley Capita! Intemationat Emarging
Markets Free
16.5% 15.0%
33% (Goldman Sachs Commodity Index minus
100 basis points) plus 67% (National Commerclal
9.7% 7.5% 0.83% 4.39% Real Estate Index Fund)
16.5% 15.0% 1.93% 3.61% Lehman Brothers Aggregate Bond Index
4.3% 5.0% 6.72% 9.23% Salomon Non-US. Warld Government Bond
Index. Unhedged
20.6% 20.0%
13.6% 10.0% -6.79% 2.20% 90 Day T-Sills Average Yield + 7%
66.6% 65.0% -6.66% -6.63%
11.2% 15.0% -4.37% -13.12% (3) Wilshire 5000 U.S. Equities Index + 4%
100.0% 100.0% -6.25% -7.61%

(1) The benchmark return for the endowment neutral policy portfolio is caiculated by summing the neutrally welghted Index fefumn (% welght for the
asset class multipied by the benchmark ratum for the asset class) for the various asset classes in the endowment portfolio for the period reported.

(2) Negative cash paosition doss not indicate borowing. but is the result of certain accrued expenses.

(3) Dus to valuation and liquidity characteristics associated with Nan-Marketable Alternative Equities, short-ten benchmark comparisons are not

appropriate.
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M. SHORT INTERMEDIATE TERM FUND (1)

Summary Investment Report at Auqust 31.2002

6t

UTIMCO 10/24/02

($ millions)
FY00-01 FY01-02
Full Year st Qir 2nd Qir 3rd Qtr 4th Qtr Year-to-Date
Beginning Net Assets 1,844.4 1,704.6 1.714.0 1,451.9 1,477.6 1,704.6
Net  Contributions (194.7) 2.1 (254.5) 31.4 (40.0 (261 .0
Investment  Return 161.2 27.5 10.6 9.6 12.6 60.3
Expenses (0.5) (0.2) (0.2) (0.2) (0.1) (0.7)
Distributions of tncome (105.6) (20.0) (18.0) (15.) (14.2) (67.31
Ending Net Assets 1.704.6 1.714.0 1,451.89 1.477.6 1.435.9 1.435.9
Net Asset Va'Hb%r Unit 10.152 10.195 10.150 10.110 10.099 10.099
No. of Units (End of Period) 167,909,159 168,126,090 143,051,730 146,147,403  142,184975 142,184,975
Total Net Investment Return 6.96% 1.60% 0.63% 0.63% 0.64% 3.75%

(1) Report prepared in accordance with Texas Education Code Sec. 51.0032.
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V. SEPARATELY INVESTED ASSETS

Summary Investment Report_at August 31, 2002

ASSET TYPES
Cash & Equivalents:

Beginning  value 6/1/02
Increase/{Decraase}
Ending value 8/31/02

Debt Securities:

Beginning value &/1/02
Increase/(Decrease)
Ending value B/31/02

Equity Securities:
Beginning value 6/1/02
Increase/{Decrease)
Ending value 8/31/02

Other:

Beginning value 6/1/02
Increasef{Decrease)
Ending value 8/31/02

{$ thousands)

Report prepared in

Details of individual 2ssets by account tumished upon request.

UTIMCO 10/28/02

FUND TYPE
CURRENT PURPOSE ENDOWMENT & ANNUITY & LIFE
DESIGNATED RESTRICTED SIMILAR FUNDS INCOME FUNDS _ AGENCY FUNDS OPERATING FUNDS TOTAL
BOOK  MARKET BIOBKR K E T BOOK MARKET BOOK MARKET BOOK MARKET BOOK MARKET BOOK MARKET
3,662 3,662 1,292 1,292 28,079 26,079 503 503 75 75 1.128.937 1.128.937 1.162.768  1.162.768
162 182 1,061 1,061 7,533 7,533 22 22 4 4 166.145 166.145 '194.947 '194.947
4,064 4,064 2,353 2,353 35,612 35,612 525 625 79 79 1,315,082 1,315,082 1,357,716 1,357,715
263 167 49,476 49,294 13.398 13,772 339,299 346.704 402,426 411,937
17 (765) (1,716) 1,177 1.476 (102.593) (94,505) (102.161) (94.728)
263 184 46.713 47,576 14,575 16,248 . 236,696 254.199 300,247 317,209
40 7,111 2,296 1,957 30,926 33,613 21,370 17.761 ' 135,575 94,267 190.209 154,709
(3,361) (328) (325) 1,775 (769) 1,907 {830) . 467 (12,974) 3.641 (18,059}
40 3,750 1,970 1,632 32,701 32,844 23,277 17,131 . 136,062 81,293 194,050 136,650
22 22 576 576 120 21 . 718 619
11,000 11,000 1,193 1,193 206 206 5 12,406 12,401
11,000 11,000 1,215 1.215 764 764 125 21 ' 13,124 13.020
accordance with _Texas FEducation Code Sec. 51.0032,



Permanent University Fund: Report on Investments for the Fiscal Year
Ended August 31, 2002

The Board accepted the annual report on Permanent University Fund
investments for the fiscal year ended August 31, 2002, as prepared by
The University of Texas Investment Management Company (UTIMCO)
and approved by the UTIMCO Board of Directors. The report includes the
annual audited financial statements and additional schedules required by
Texas Education Code Section 66.05.

The report will be distributed to the Governor, members of the Legislature,
and other State officials as required by Texas Education Code
Section 66.05.

U. T. Arlington: Determination of Necessity and Authorization to Acquire
Real Property Located at 851, 901, and 905 Oak Street, Arlington, Tarrant
County, Texas; Authorization to Take All Necessary Actions Needed to
Acquire the Above Property Through Purchase or Condemnation; and
Authorization for the Executive Vice Chancellor for Business Affairs or the
Executive Director of Real Estate to Execute All Documents Related
Thereto

The Board:

a. Determined that it is necessary for The University of
Texas at Arlington to acquire, through condemnation
proceedings, if necessary, the real property located at
851, 901, and 905 Oak Street in Arlington, Tarrant
County, Texas, at a price not exceeding its fair market
value as determined by an MAI appraisal or by the
determination of the court

b. Authorized the Executive Vice Chancellor for Business
Affairs or the Executive Director of Real Estate to take all
steps necessary to acquire the subject property; to
execute all documents, instruments, and other
agreements; to initiate a condemnation action of the
subject property, if necessary, through The University of
Texas System Office of General Counsel and the Office
of the Attorney General of Texas; and to take all such
actions deemed necessary or desirable to carry out the
purpose and intent of the foregoing actions.

The College Oaks Apartments property, which consists of an
approximately 1.03-acre site and a 47-unit apartment complex, exists in a
strategic location within the approved master plan acquisition zone for the
U. T. Arlington
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campus and is needed to complete an assemblage of property for
expansion of existing on-campus student housing. After acquisition, the
improvements will be demolished to construct a parking lot for a new
residence hall.

U. T. Permian Basin: Authorization to Acquire from the Odessa Housing
Finance Corporation the Falcon’s Nest Apartments Located at 4901 East
University Boulevard, Odessa, Ector County, Texas; Authorization to Sub-
mit a Request to the Coordinating Board for Approval of the Transaction;
Appropriation of Funds and Authorization of Expenditure; Authorization for
the Executive Vice Chancellor for Business Affairs, the Executive Director
of Real Estate, or the Assistant Vice Chancellor for Finance to Execute All
Documents Related Thereto; and Approval of Use of Revenue Financing
System Parity Debt, Receipt of Parity Debt Certificate, and Finding of Fact
with Regard to Financial Capacity

On behalf of The University of Texas of the Permian Basin, the Board
approved:

a. Acquisition of the Falcon’s Nest Apartments located at
4901 East University Boulevard, Odessa, Ector County,
Texas, from the Odessa Housing Finance Corporation

b. Submission of a request to the Texas Higher Education
Coordinating Board for approval of this transaction

C. Appropriation of funds and authorization of expenditure of
up to $1,000,000 from Revenue Financing System Bond
Proceeds

d. Authorization for the Executive Vice Chancellor for
Business Affairs, the Executive Director of Real Estate,
or the Assistant Vice Chancellor for Finance to execute
all documents, instruments, and other agreements and to
take all further actions deemed necessary or desirable to
carry out the purpose and intent of the foregoing actions.

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
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amended on October 8, 1993 and August 14, 1997, and upon delivery of
the Certificate of an Authorized Representative as set out on Page 44 ,
the Board resolved that:

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

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

C. U. T. Permian Basin, which is a “Member” as such term
is used in the Master Resolution, possesses the financial
capacity to satisfy its direct obligation as defined in the
Master Resolution relating to the issuance by the U. T.
Board of Regents of tax-exempt Parity Debt in the
aggregate amount of up to $1,000,000

d. This resolution satisfies the official intent requirements
set forth in Section 1.150-2 of the Code of Federal

Regulations.

Purchase of the Odessa Housing Finance Corporation's leasehold interest
in the Falcon's Nest Apartments will allow construction of additional
student housing and will place all student housing on campus under
University control.
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE

l, the undersigned Assistant Vice Chancellor for Finance of The University
of Texas System, a U. T. System Representative under the Amended and
Restated Master Resolution Establishing The University of Texas System
Revenue Financing System (the “Master Resolution”), adopted by the

U. T. Board of Regents (“Board”) on February 14, 1991, and amended on
October 8, 1993 and August 14, 1997, do hereby execute this certificate
for the benefit of the Board pursuant to Section 5(a)(ii) of the Master
Resolution in connection with the authorization by the Board to issue
“Parity Debt” to finance the purchase of the Falcon’s Nest Apartments by
U. T. Permian Basin, and do certify that to the best of my knowledge, the
Board is in compliance with and not in default of any terms, provisions,
and conditions in the Master Resolution, the First Supplemental
Resolution Establishing the Revenue Financing System Commercial
Paper Program (“First Supplemental”), the Second Supplemental
Resolution, the Third Supplemental Resolution, the Fourth Supplemental
Resolution, the Fifth Supplemental Resolution, the Sixth Supplemental
Resolution, the Seventh Supplemental Resolution as amended, the Eighth
Supplemental Resolution, the Ninth Supplemental Resolution as
amended, the Tenth Supplemental Resolution, and the Eleventh
Supplemental Resolution.

EXECUTED this 8th day of October, 2002

/s/ Philip Aldridge
Assistant Vice Chancellor for Finance
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INFORMATIONAL REPORT

U. T. System: Annual Report on the Historically Underutilized Busi-
ness (HUB) Program for Fiscal Year 2002

Committee Chairman Hunt called on Mr. Lewis Wright, Associate Vice
Chancellor for Business Affairs, to present the annual report on The
University of Texas System Historically Underutilized Business (HUB)
Program for Fiscal Year 2002.

Report on The University of Texas System
Historically Underutilized Business Program

Mr. Chairman, Members of the Board -- This report covers
Historically Underutilized Business (HUB) Program opera-
tions in the U. T. System for Fiscal Year 2002.

U. T. System’s total expenditures on reportable goods
and services increased 9.0% from $1.3 billion in 2001

to $1.5 billion in 2002, while HUB expenditures
increased 17.6% ($26.6 million) to $177.2 million

for 2002. No underutilized HUB participation goals were
met; however, three overutilized HUB participation goals
in the categories of heavy construction, special trade
construction, and professional services were exceeded.
The U. T. System underutilized HUB participation rate
exceeded the overall State percentage, and the U. T.
System percentages exceeded the State average rates in
four procurement categories (building construction,
special trade construction, other services, and
commodities).

The Statewide HUB program reported a 22% increase in
expenditures on reportable goods and services in 2002;
however, total HUB expenditures decreased 3.3% ($34
million) from 2001. No underutilized HUB participation
goals were met; however, overutilized HUB participation
goals were met in the professional services and
commodities procurement categories.

The State HUB report was based upon incorrectly reported
expenditures for The University of Texas Health Science
Center at Houston. Total expenditures for U. T. Health
Science Center - Houston were overstated by $1.5 billion
resulting in a misstated total HUB expenditure rate of .67%
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for the institution. Actual total expenditures for the insti-
tution were $107.3 million with a HUB expenditure rate

of 9.8% ($10.5 million). U. T. System is currently working
with the Texas Building and Procurement Commission to
address these issues, and a corrected State HUB report is
anticipated.

The following five U. T. System component institutions are
noted among the top 25 agencies spending more than

$5 million and have the largest percentage spent with
HUBs: The University of Texas at San Antonio (26.6%),
The University of Texas at Dallas (24.9%), The University
of Texas at Brownsville (21.0%), The University of Texas
at Arlington (18.0%), and The University of Texas - Pan
American (17.8%). Twelve U. T. System component
institutions are also among the top 50 agencies by total
expenditures.

A separate report pertaining to HUB participation in
revenue financing expenditures is required by Texas
Education Code Section 55.03. U. T. System

reports 10.5% minority and woman-owned business
enterprise (MWBE) participation in contracts relating to
items financed by revenue bond proceeds, and 5% MWBE
participation in contracts relating to costs of issuing bonds.

In response to a request by Regent Krier, Mr. Wright said he would send
members of the U. T. Board of Regents a copy of the statutory HUB goals
set by the State in 1995.
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REPORT AND RECOMMENDATIONS OF THE ACADEMIC AFFAIRS COMMIT-
TEE (Pages 47 - 55).--Committee Chairman Krier reported that the Academic
Affairs Committee met in open session to consider those matters on its agenda
and to formulate recommendations for the U. T. Board of Regents. Unless
otherwise indicated, the actions set forth in the Minute Orders which follow were
recommended by the Academic Affairs Committee and approved in open session
by the U. T. Board of Regents:

1. U. T. Arlington - Intramural and Recreation Complex - Phase |: Approval

to Amend the FY 2002-2007 Capital Improvement Program and the

FY 2002-2003 Capital Budget to Include Project; Authorization of

Institutional Management; Approval of Total Project Cost; Appropriation of

Funds and Authorization of Expenditure; and Approval of Use of Revenue

Financing System Parity Debt, Receipt of Parity Debt Certificate, and

Finding of Fact with Regard to Financial Capacity

The Board:

a.

Amended the FY 2002-2007 Capital Improvement
Program and the FY 2002-2003 Capital Budget to include
the Intramural and Recreation Complex - Phase | project
at The University of Texas at Arlington

Authorized U. T. Arlington to manage the total project budgets, appoint
an architect, approve facility programs, prepare final plans, and award
contracts

Approved a total project cost of $3,300,000
Appropriated funds and authorized expenditure of

$3,300,000 from Revenue Financing System Bond
Proceeds.

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 and August 14,
1997, and upon delivery of the Certificate of an Authorized Representative
as set out on Page 49 , the Board resolved that:

a.

Parity Debt shall be issued to pay the project’s cost, including any
project costs prior to the issuance of such Parity Debt
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b. Sufficient funds will be available to meet the financial obligations of the
U. T. System, including sufficient Pledged Revenues as defined in the
Master Resolution to satisfy the Annual Debt Service Requirements of
the Financing System, and to meet all financial obligations of the U. T.
Board of Regents relating to the Financing System

C. U. T. Arlington, which is a “Member” as such term is used in the Master
Resolution, possesses the financial capacity to satisfy its direct
obligation as defined in the Master Resolution relating to the issuance
by the U. T. Board of Regents of tax-exempt Parity Debt in the
aggregate amount of $3,300,000

d. This resolution satisfies the official intent requirements set
forth in Section 1.150-2 of the Code of Federal Regulations.

The Intramural and Recreation Complex - Phase | project will consist

of approximately 16 acres of field and activity space, as well as a
control/support building. This phase of the project will construct two
dedicated softball fields, three multiuse sports fields, and a jogging/
walking trail that surrounds the site, supporting utilities, and infrastructure.
All activity areas will be lighted. The control building will have rest rooms,
a meeting room, an office, storage space, lockers, and a vending area.

This project will be managed by the U. T. Arlington Facilities Management

personnel who have the experience and capability to manage all aspects
of the work.
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE

l, the undersigned Assistant Vice Chancellor for Finance of The University
of Texas System, a U. T. System Representative under the Amended and
Restated Master Resolution Establishing The University of Texas System
Revenue Financing System (the “Master Resolution”), adopted by the

U. T. Board of Regents (“Board”) on February 14, 1991, and amended on
October 8, 1993 and August 14, 1997, do hereby execute this certificate
for the benefit of the Board pursuant to Section 5(a)(ii) of the Master
Resolution in connection with the authorization by the Board to issue
“Parity Debt” to finance the construction cost of the Intramural and
Recreation Complex — Phase | project at U. T. Arlington, and do certify
that to the best of my knowledge, the Board is in compliance with and not
in default of any terms, provisions, and conditions in the Master
Resolution, the First Supplemental Resolution Establishing the Revenue
Financing System Commercial Paper Program (“First Supplemental”), the
Second Supplemental Resolution, the Third Supplemental Resolution, the
Fourth Supplemental Resolution, the Fifth Supplemental Resolution, the
Sixth Supplemental Resolution, the Seventh Supplemental Resolution as
amended, the Eighth Supplemental Resolution, the Ninth Supplemental
Resolution as amended, the Tenth Supplemental Resolution, and the
Eleventh Supplemental R