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MEETI NG NO. 913

VEDNESDAY, FEBRUARY 11, 1998.--The nenbers of the Board of
Regents of The University of Texas System convened at

9:40 a.m on Wednesday, February 11, 1998, in the Second Fl oor
Conf erence Room of Ashbel Smith Hall at 201 West Seventh
Street in Austin, Texas, with the followng in attendance:

ATTENDANCE. - -
Pr esent * Absent
Chai rman Evans, presiding Regent Leber mann
Vi ce- Chai rman Loeffler Regent Sm | ey

Vi ce- Chai rman Cl enents
Regent Hi cks

Regent Oxford

Regent Riter

Regent Sanchez

Executive Secretary Dlly

Chancel | or Cunni ngham
Acting Vice Chancel |l or Frederick

In accordance with a notice being duly posted with the Secre-
tary of State and there being a quorum present, Chairnman
Evans called the neeting to order. He announced that the
Board woul d conplete its workshop sessions with the conpo-
nents of The University of Texas System by neeting today

w th the conponent presidents and staff of The University of
Texas at Dallas and The University of Texas at Arlington to
review strategi c plans and m ssions, enrollnents, academc
and research prograns, fiscal resources, faculty and staff
devel opnent, physical plant nai ntenance and repair, operat-
ing efficiency and effectiveness, and private fund devel op-
nment issues. Chairman Evans enphasi zed that these woul d be
i nformation gathering sessions for the Board and he hoped
for a significant and neani ngful interaction between the
Board and the conponent representatives.

*Regents Lebernmann and Sm | ey were excused because of previous
comm t ment s.



The Board heard conponent presentations on the foll ow ng
schedul e and materials used in those presentations are on file
in the Ofice of the Board of Regents:

9:45 a. m U T. Dallas: Presi dent Jenifer
2:30 p.m U T. Arlington: President Wtt

Following the U T. Arlington presentation, which concluded at
4:15 p.m, Chairman Evans expressed the Board s appreciation
to Chancel | or Cunni ngham Acting Vice Chancel |l or Frederick,
and conponent institution staff for their efforts to make the
wor kshop sessions a val uabl e informati onal exchange. He indi-
cated that these sessions would assist the Board to devel op a
realistic action plan to address the problens and chal | enges
faced by the U T. Systemin the 21st Century.

MEETI NG W TH REPRESENTATI VES OF THE UNI VERSI TY OF TEXAS SYSTEM
STUDENT ADVI SORY GROUP. - - Chai rman Evans reported that the
Board had a long history of sincere interest in those issues
whi ch are of concern to students within The University of

Texas System To this end, the Board supported the organi za-
tion of the Student Advisory Group and has agreed to annua
nmeetings wth representatives of that G oup.

On behal f of the Board, Chairman Evans wel coned the nenbers

of the Student Advisory G oup and expressed appreciation for
the time and effort the G oup has devoted to student concerns
within the U T. System He noted that Ms. Francie Frederick,
Acting Vice Chancellor for Academ c Affairs, Dr. David
McClintock, and Dr. Honer Pena are the Board’'s direct |iaison
to this Goup and thanked Ms. Frederick and her associ ates

for their efforts to coordinate and expedite the Goup’s
activities.

Chai rman Evans asked M. Luke Keller, a student at The Uni -
versity of Texas at Austin and Chairman of the G oup, to nake
the appropriate introductions and to begin the di scussions
per the agenda and supporting materials which were before the
Board and which are on file in the O fice of the Board of
Regent s.

RECESS. --At 5:30 p.m, the Board recessed to reconvene in
open session at 8:30 a.m on Thursday, February 12, 1998, in
t he Regents’ Conference Roomon the ninth floor of Ashbel
Smth Hall to imediately recess to Executive Session

Chai rman Evans indicated that the general open session was
expected to begin about 9:30 a.m


gfaulk

gfaulk
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THURSDAY, FEBRUARY 12, 1998.--The nmenbers of the Board of
Regents of The University of Texas Systemreconvened in regu-
| ar session at 8:30 a.m on Thursday, February 12, 1998, in

t he Regents’ Conference Roomon the ninth floor of Ashbel
Smth Hall at 201 West Seventh Street in Austin, Texas, with
the follow ng in attendance:

ATTENDANCE. - -
Pr esent Absent
Chai rman Evans, presiding *Regent Sm | ey

Vi ce- Chai rman Loeffler
Vi ce- Chai rman Cl enents
Regent Hi cks

Regent Leber mann
Regent Oxford

Regent Riter

Regent Sanchez

Executive Secretary Dilly

Chancel | or Cunni ngham

Executive Vice Chancellor Miullins
Executive Vice Chancell or Burck
Acting Vice Chancell or Frederick

Chai rman Evans announced a quorum present and reconvened the
neeting of the Board.

RECESS TO EXECUTI VE SESSION. --At 8:35 a.m, Chai rman Evans
announced that the Board woul d recess to convene in Executive
Sessi on pursuant to Texas Governnment Code, Chapter 551, Sec-
tions 551.071 and 551.072 to consider those matters |isted on
t he Executive Session agenda.

RECONVENE. - - At 9:30 a.m, the Board reconvened in open session
in the Regents’ Meeting Room

*Regent Sm | ey was excused because of a previous commtnent.



U T. AUSTIN.  APPRECI ATI ON TO PRESI DENT AD | NTERI M PETER T.
FLAWN AND | NTRODUCTI ON OF PRESI DENT- ELECT LARRY R FAULKNER. - -
Chai rman Evans reported that President ad interim Peter T.
Flawn’s service to The University of Texas at Austin and to
the State of Texas is not only unique but will go down in

hi story as being critical to noving U T. Austin in the

right direction as it heads into the 21st Century. He noted
that Dr. Flawn’s call to service last Spring epitom zes what
public service is all about and the lives of all Texans wl|l
be better for all generations to cone.

On behal f of the Board, Chairman Evans expressed appreciation
to Dr. Flawn for his |eadership of U T. Austin.

Fol l owi ng a standing ovation, Dr. Flawn graciously accepted
this accol ade and expressed appreciation to the Board for the
opportunity to again serve The University of Texas System

Chai rman Evans then introduced Dr. Larry R Faul kner, Presi-
dent-Elect of U T. Austin, who will becone President of that
institution effective April 13, 1998.

U T. BOARD OF REGENTS: APPROVAL OF M NUTES OF REGULAR MEET-

| NG HELD ON NOVEMBER 12-13, 1997, AND SPECI AL MEETI NGS HELD ON
DECEMBER 16, 1997, JANUARY 5, 1998, AND JANUARY 13-14, 1998. --
Upon notion of Vice-Chairman Loeffler, seconded by Regent
Lebermann, the M nutes of the regular neeting of the Board

of Regents of The University of Texas System held on Novem

ber 12-13, 1997, in Brownsville, Texas, were approved as
distributed by the Executive Secretary. The official copy

of these Mnutes is recorded in the Permanent M nutes,

Vol une XLV, Pages 7 - 675.

Upon notion of Vice-Chairman O enents, seconded by Regent
Riter, the Mnutes of the special neetings of the Board of
Regents of The University of Texas System held on Decem

ber 16, 1997, January 5, 1998, and January 13-14, 1998, in
Austin, Texas, were approved as distributed by the Executive
Secretary. The official copies of these Mnutes are recorded
in the Permanent M nutes, Volunme XLV, Pages 676 - 687.




EXECUTI VE SESSI ON OF THE BOARD OF REGENTS

Chai rman Evans reported that the Board had net in Executive
Session to discuss matters in accordance wi th Texas Gover nnent

Code,

Chapter 551, Sections 551.071 and 551.072. In response

to Chai rman Evans’ inquiry regarding the wi shes of the Board,
the followi ng actions were taken:

1.

U T. Health Science Center - San Antonio: Approval to
Settle Disputed Clains with the Departnent of Health and

Human Services and O her Governnental Agencies in Con-
nection with Clains for Reinbursenent for Professional
Servi ces of Teachi ng Physicians. --Vi ce-Chairman Loeffler
noved that the Chancellor and the Executive Vice Chan-
cellor for Health Affairs be authorized to settle, on
behal f of The University of Texas Health Science Center
at San Antonio, disputed clainms with the Departnent of
Heal t h and Human Servi ces and ot her governnental agen-
cies in connection with clains for reinbursenent for

pr of essi onal services of teaching physicians in accor-
dance with the proposal presented in Executive Session.

Regent Lebermann seconded the notion which carried
Wi t hout obj ection.

U T. Tyler: Authorization to Purchase Approxi mately
2.5 Acres of Land with I nprovenents Located at 1820 West

Spring Street in Palestine, Anderson County, Texas, and
Approval for the Executive Vice Chancell or for Business
Affairs or the Executive Director of Real Estate to
Execute Al Docunents Rel ated Thereto.--Chairman Evans
reported that since the distribution of the Materi al
Supporting the Agenda an additional item was posted
with the Secretary of State related to the proposed
purchase of real estate on behalf of The University of
Texas at Tyler.

Upon notion of Regent Riter, duly seconded, the Board:

a. Aut hori zed The University of Texas System
Real Estate O fice, on behalf of U T.
Tyler, to conplete negotiati ons and enter
into a contract to purchase approxi mately
2.5 acres of land with inprovenents | ocated
at 1820 West Spring Street in Pal estine,
Ander son County, Texas, according to the
paraneters outlined in Executive Session



1.

b. Aut hori zed the Executive Vice Chancell or
for Business Affairs or the Executive
Director of Real Estate to take all steps,
i ncl udi ng execution of all docunents,
required to conplete the transaction
foll om ng approval by the Texas Hi gher
Educati on Coordi nati ng Board and t he
O fice of CGeneral Counsel.

SPECI AL | TEMS

U T. Board of Regents - Regents' Rules and Regul ati ons,
Part One: Approval of Anendnents to Chapter 11, Sec-
tion 6 (Tenure, Pronotion, and Terni nati on of Enpl oy-
ment), Subsection 6.2, Subdivision 6.26.--Part One,
Chapter 111, Section 6, Subsection 6.2, Subdivision 6.26
of the Regents’ Rul es and Regul ati ons was adopted at the
April 1984 neeting of the U T. Board of Regents to nake
explicit that acceptance of another tenured appoi ntnent
abandons a tenure contract with a University of Texas
Systeminstitution and that a tenured appointnent within
the U T. Systemis conditioned on the new faculty nem
ber resigning any prior tenured appoi ntnents.

Wil e the general reasoning behind the | anguage i s sound,
hi ghly conpetitive recruiting for faculty, especially

in the professional schools, requires acknow edgnent that
a tenured appointnment at an institution outside the U T.
System may be retained if the arrangenent was specifi-
cally negotiated as part of the recruitnment incentive

at the tinme of initial enploynent pursuant to approved
institutional policy.

In accordance therewith, the Board anended the Regents
Rul es and Regul ations, Part One, Chapter 111, Section 6,
Subsection 6.2, Subdivision 6.26, regarding the hol ding
of nore than one tenure appointnent, to read as set
forth bel ow

6.26 A person appointed to a faculty position with the
title of Instructor, Assistant Professor, Associate
Prof essor, or Professor or with the title of
Technical Instructor, Assistant Master Techni cal
I nstructor, Associate Master Technical |nstructor
or Master Technical Instructor at a conponent



2.

institution of the System may not, during the term

of such appointnent, hold a tenured position on the

faculty of another educational institution outside
the Systemunl ess the institutional Handbook of

Operating Procedures specifically authorizes the

hol di ng of such position as a part of the initia

appoi nt nent .

6. 261 Unl ess an exception is approved as
aut hori zed above, appointnents within the
Systemto the above specified titles shal
be conditioned upon the appoi ntee having
resigned any tenured position that the
appoi ntee may then hold on the faculty of
an educational institution outside the
System  Such resignation nust be
conpl eted and effective prior to the
effective date of the appointnment at the
Syst em conponent ; ot herwi se, such
appoi ntment shall be void and of no
effect.

6. 262 The acceptance of an appointnent to a
tenured position on the faculty of an
educational institution outside the System
shal |l be considered as a resignation of
any faculty position with the title of
I nstructor, Assistant Professor, Associate
Prof essor, or Professor or with the title
of Technical Instructor, Assistant Master
Techni cal Instructor, Associate Master
Techni cal Instructor or Master Techni cal
I nstructor that such appointee may hol d at
a System conponent.

U T. Board of Regents - Regents' Rules and Regul ati ons,

Part One: Anendnents to Chapter Ill to Add a Section 37
(U. T. System Enpl oyee Eval uation Policies) to Consoli -
date Various Existing Enpl oyee Evaluation Policies.--In

order to enphasize the inportance of enpl oyee eval ua-
tions to an effective and efficient human resources
program the Board anended the Regents’ Rul es and Regu-
| ati ons, Part One, Chapter IIl to add a Section 37

whi ch consol i dates vari ous existing enpl oyee eval uati on
policies and includes the current post-tenure review
gui delines for faculty and adm nistrators within The
University of Texas System The new Section 37 is set
forth on Pages 8 - 15.




Sec.

37.

U T. System Enpl oyee Eval uation Policies.

37.

37.

37.

1

2

3

Annual Eval uation of Al Enployees.

37.11

37.12

Eval uat i
37.21

37.22

An annual eval uation program for al
enpl oyees (adm nistrative, faculty and
classified) within the U T. Systemis
to be used for the inprovenent of

per f ormance, pronotion consideration,
and nmerit salary review.

Each conponent will devel op policies
and procedures regarding eval uations
for inclusion in the Handbook of
Operating Procedures or the U T.
Syst em Human Resources Manual, as
appropriate, after prior approval.

on of Probationary Enpl oyees.

Each conponent shall establish a
probati onary period not to exceed six
nont hs of actual service for all new
cl assified enpl oyees. Probationary
enpl oyees wil| be eval uated pursuant
to procedures and criteria that have
been approved for inclusion in the

i nstitutional Handbook of Operating
Procedures or the U T. System Human
Resources Manual, as appropriate.
Faculty in tenure-track appointnents
will be evaluated pursuant to criteria
contained in these Rules and
Regul ati ons and procedures and
criteria that have been approved for
inclusion in the institutiona
Handbook of Operating Procedures.

U T. System GQuidelines for Periodic

Per f ormance Eval uati on of Tenured Faculty.

Pr eanbl e

The U. T. Board of Regents recognizes the
ti me-honored practice of tenure for university

faculty
i nquiry,
debat e,

as an inportant protection of free
open intellectual and scientific
and unfettered criticismof the

accepted body of know edge. Academ c
institutions have a special need for practices



that protect freedom of expression, since the
core of the academ c enterprise involves a
conti nual reexam nation of ideas. Academc

di sciplines thrive and grow through critica
anal ysis of conventions and theories.

Thr oughout history, the process of exploring
and expanding the frontiers of |earning has
necessarily chall enged the established order.
That is why tenure is so valuable, not nerely
for the protection of individual faculty
menbers but al so as an assurance to society
that the pursuit of truth and know edge
commands our first priority. Wthout freedom
to question, there can be no freedomto |earn.

The U. T. Board of Regents supports a system
of periodic evaluation of all tenured faculty.
Periodic evaluation is intended to enhance and
protect, not dimnish, the inportant

guar antees of tenure and academ c freedom

The purpose of periodic evaluation is to
provi de gui dance for continuing and neani ngf ul
faculty devel opnent; to assist faculty to
enhance professional skills and goals; to

ref ocus academ ¢ and professional efforts,
when appropriate; and to assure that faculty
menbers are neeting their responsibilities to
the University and the State of Texas. The

U T. Board of Regents is pledged to regular
nmonitoring of this systemto make sure that it
is serving its intended purposes and does not
in any way threaten tenure as a concept and
practice. In inplenmenting the plan, conponent
institutions shall maintain an appropriate

bal ance of enphasis on teaching, research
service, and other duties of faculty.

Qui del i nes

Each conponent institution of The University
of Texas Systemw || develop an institutiona
policy and plan consistent with the foll ow ng
gui delines for the periodic performnce

eval uation of tenured faculty effective
January 1, 1998, with actual evaluation to
begin no later than the Fall Senester 1998.
Institutional policies are to be devel oped
with appropriate faculty input, including



consul tation with and gui dance fromfaculty
gover nance organi zations, and are to be
included in each institutional Handbook of
OQperating Procedures after review and
appropriate adm nistrative approval and
subm ssion to the U T. Board of Regents for
review and final approval. Periodic

eval uations, while distinct fromthe annua
eval uati on process now required of all

enpl oyees, may be integrated with the annua
eval uation process to forma single
conprehensi ve faculty devel opment and

eval uation process. Nothing in these

gui delines or the application of institutiona
eval uation policies shall be interpreted or
applied to infringe on the tenure system
acadenm ¢ freedom due process, or other
protected rights nor to establish newterm
tenure systens or to require faculty to
reestablish their credentials for tenure.

I nstitutional Handbook of Operating Procedures

policies should be drafted to establish a

streanlined, efficient process and should

i nclude the follow ng m ninmum el enents for

peri odi c eval uati on:

37.31 Evaluation of tenured faculty wll
continue to be perforned annually with
a conprehensi ve periodi c eval uati on of
all tenured faculty perforned every
six years. The evaluation nmay not be
wai ved for any tenured faculty nenber
but may be deferred in rare
ci rcunst ances when the review peri od
will coincide with approved | eave,
conpr ehensive review for tenure or
pronotion, or appointnment to an
endowed position. No deferral of
review of an active faculty nmenber may
extend beyond one year fromthe
schedul ed review. Institutiona
policy may specify that periods when a
faculty nenber is on | eave need not be
counted in cal cul ati ng when the
conprehensi ve eval uation is required.

10



37.32

37. 33

37.34

37.35

37.36

The requi renment of periodic review
does not inply that individuals with
unsati sfactory annual eval uati ons may
not be subject to further review
and/ or appropriate adm nistrative
action.

The eval uation shall include review of
the faculty nmenber's professiona
responsi bilities in teaching,
research, service, patient care, and
adm ni strati on.

Reasonabl e i ndi vi dual notice of at

| east six nmonths of intent to review
will be provided to a faculty nenber.
The faculty nenber being eval uat ed
shall submit a résung, including a
summary statenment of professiona
acconpli shnents, and shall submt or
arrange for the subm ssion of annua
reports and teachi ng eval uations. The
faculty nenber nmay provide copies of a
statement of professional goals, a
proposed professional devel opnent

pl an, and any ot her additional
materials the faculty nenber deens
appropri ate.

In accordance with institutiona
policy, initial evaluation of the
faculty nenber's performance may be
carried out by the departnent,
departnent chair (or equival ent),
dean, or peer review panel, but in any
event nust be reported to the chair
(or equivalent) and dean for review
Eval uati on shall include review of the
current résumg, student eval uations of
teaching for the review period, annual
reports for the review period, and al
materials submtted by the faculty
menber.

If peer reviewis not required by
institutional policy, the peer review
process may be initiated by the
faculty nmenber, departnent chair (or
equi val ent) or dean. If peer
commttees are involved, the nenbers
shall be representative of the

11



37. 37

col | ege/ school and will be appointed,
on the basis of their objectivity and
acadenmic strength, by the dean in
consultation wth the tenured faculty
in the collegel/school or pursuant to
ot her process as defined in

institutional policies. |If peer
review is involved, the faculty nmenber
will be provided with an opportunity

to neet with the commttee or

commi ttees.

Results of the evaluation wll be

communi cated in witing to the faculty

nmenber, the departnent chair/dean, the

chi ef academ c officer, and the

presi dent for review and appropriate

action. Possible uses of the

i nformati on contained in the report

shoul d i ncl ude the follow ng:

37.371 For individuals found to be
performng well, the
eval uation may be used to
determ ne sal ary
recommendat i ons, nom nation
for awards, or other forns of
per formance recognition.

37.372 For individuals whose
performance indicates they
woul d benefit from additional
institutional support, the
eval uati on may be used to
provi de such support (e.g.,
teachi ng effectiveness
assi stance, counseling, or
mentoring in research
i ssues/ servi ce expectations).

37.373 For individuals found to be
perform ng unsatisfactorily,
review to determne if good
cause exists for termnation
under the current Regents’
Rul es and Regul ati ons may be
considered. All proceedings
for termnation of tenured
faculty on the basis of
peri odi ¢ performance

12



37. 4

eval uation shall be only for

i nconpet ency, neglect of duty
or ot her good cause shown and
must be conducted in
accordance with the due
process procedures of the
Regents’ Rul es and
Regul ati ons, Part One,

Chapter 111, Section 6

i ncl udi ng an opportunity for
referral of the matter to
alternative dispute
resolution. Such proceedi ngs
nmust al so include a |ist of
specific charges by the chief
adm ni strative officer and an
opportunity for a hearing
before a faculty tribunal. In
all such cases, the burden of
proof shall be on the
institution, and the rights of
a faculty nenber to due
process and academ c freedom
shal | be protected.

The acceptance and success of periodic

eval uation for tenured faculty will be
dependent upon a wel |l -executed, critica
process and an institutional conmtnent to
assi st and support faculty devel opnent. Thus,
remedi ati on and foll owup review for faculty
who woul d benefit from such support, as well
as the designation of an academ c

adm nistrator with primary responsibility for
nonitoring such needed foll owup activities,
are essential .

Eval uati on of Adm nistrators.

37.41 Chief Admnistrative Oficers.
Eval uation of the chief adm nistrative
of ficer of each conponent institution
is primarily the responsibility of the
Chancel | or or the Executive Vice
Chancel l or for Health Affairs, as
appropri at e.

13



37.42

37.43

Vi ce Presidents and Deans. Subject to
the requirenents of Subsection 37.3
and Subdi vi sion 37.43, the eval uation
of the vice presidents and deans is
primarily the responsibility of the
chief adm nistrative officer or

del egat e.

Quidelines for Faculty Input into the

Eval uati on of Academ c Adm nistrators.

37.431 Each academ c adm ni strator
bel ow t he | evel of chief
adm ni strative officer should
be reviewed at | east every six
years. A witten report wll
contain the substance of the
revi ew

37.432 The institutional Acadenic
Senate or other representative
faculty body shoul d be
consulted in the devel opnent
of the review policies and
procedures. Institutions
shoul d al so address avenues
for faculty input into the
review of other adm nistrators
who have significant inpacts
on canpus academ c affairs.

37.433 The review process shoul d
provi de an opportunity for
i nput by all faculty nenbers
in the academ c unit(s)
reporting to and/or affected
directly by the adm ni strator
bei ng eval uat ed.

37.434 A summary of faculty input, to
be provided to the
adm ni strator under review and
to the admnnistrator's
supervi sor, should constitute
a significant conponent of the
eval uation report.

37.435 Unl ess ot herw se defined by
approved institutional policy,
academ c admnistrator is
intended to refer to the chief
academ c officer (Vice
President for Academ c Affairs
or Provost); academ c deans,

14



departnment chairs, and
directors of academ c units.

37.436 The U. T. System
Adm ni stration al so recogni zes
and supports conparabl e
i nvol venent by staff nenbers
and students, as is now the
practice for eval uation of
academ ¢ adm nistrators at
several U. T. System conponent
i nstitutions.

37.437 Additionally, the Chancell or
and the Executive Vice
Chancel lor for Health Affairs
shoul d be sensitive to the
i nportance of faculty input in
the process of evaluating al
adm nistrators with direct or
significant academ c
adm nistrative responsibility.

Section 37 as approved requires annual eval uations of al
enpl oyees as mandated by action of the U T. Board of
Regents in June 1982, codifies current practice with
respect to the evaluation of probationary enpl oyees

i ncluding classified enployees and tenure-track teaching
staff, and incorporates the “Guidelines for Periodic
Perf ormance Eval uation of Tenured Faculty” approved by
the U T. Board of Regents in Novenber 1996 and anmended
i n August 1997.

Chai rman Evans expressed appreciation to Dr. M chael
Siciliano, Chairman of the Faculty Advisory Council, who
in earlier remarks had endorsed the inclusion of the
post-tenure review guidelines in the Regents’ Rul es and
Regul ati ons.

U T. Board of Regents - Regents’ Rules and Regul ati ons,
Part Two: Anendnents to Chapter X, Section 1 (Contract
Adm ni stration) and Chapter XlI, Sections 2, 8, and 9
(Intellectual Property).--Approval was given to anend
the Regents’ Rul es and Regul ations, Part Two, Chapter X,
Section 1, regarding contract adm nistration, and Chap-
ter XIl, Sections 2, 8, and 9, regarding intellectual
property, to read as set out on Pages 16 - 19.
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Sec.

Sec.

CHAPTER XI
CONTRACT ADM NI STRATI ON

Del egati on of Authority.--Subject to Subsection 1.1
and to the general provisions of Part One,

Chapter |, Section 9 and except as ot herw se
provided in these Rules and Regul ati ons, the Board
del egates to the chief adm nistrative officers
authority to execute and deliver on behalf of the
Board contracts and agreenents of any kind or

nature, including without Iimtation |icenses issued
to the Board or a conponent.

1.2 Applicability.--This Chapter applies to al
contracts and agreenments except contracts or
agreenents relating to personnel, faculty,
athletics or athletic events, real properties
(except the | ease of space for use by a
conponent), physical plant inprovenents,
acceptance or admnistration of gifts or
bequests, contracts and grants for sponsored
research, contracts for |egal services, and
agreenents to settle clains, disputes, or
litigation.

CHAPTER XI |

| NTELLECTUAL PROPERTY

General Policy.

2.1 The intellectual property policy shall apply to
all persons enployed by the U T. System and
t he conponent institutions of the System to
anyone using Systemfacilities under the
supervi si on of System personnel, to
under graduates, to candidates for nmasters and
doctoral degrees, and to postdoctoral and
predoctoral fell ows.

16



2.

2.

2.

3

8

The Board shall assert its interest in

schol arly or educational materials, art works,

nmusi cal conpositions and dramati c and non-

dramatic literary works related to the author's_
academ c or professional field, regardl ess of

t he medi um of expression, as foll ows:

2.31 Students, professionals, faculty and
researcher authors.--The Board shall not
assert ownership of works covered by this
Subsection authored by students,
prof essionals, faculty, and nonfaculty
researchers. The Board encourages these
authors to carefully nanage their
copyrights. The Board retains certain
rights in these works as set forth in the
Pol icy and Guidelines for Managenent and
Mar ket i ng of Copyri ghted Wrks.

2.32 Software.--The Board normal |y shall assert
ownership in software as an invention
however, original software which is
content covered by Subdivision 2.31, or
that is integral to the presentation of
such content, shall be owned in accordance
wi th Subdi vi sion 2. 31.

Not wi t hst andi ng t he provisions of Subsec-

tion 2.3, the Board shall have sol e ownership
of all intellectual property created by an
enpl oyee who was hired specifically or required
to produce it or conm ssioned by the System or
a conponent institution of the System Except
as may be provided otherwise in a witten
agreenent approved by the chief admnistrative
of ficer of the conponent institution and the
Chancel | or, the provisions of Subdivision 5.23
relating to division of royalties shall not
apply to intellectual property owned solely by
the Board pursuant to this Subsection 2.4.

Neither the facilities nor the resources of
Systemor its conponent institutions nay be
used (i) to create, develop or comercialize
intellectual properties unrelated to an

i ndi vi dual's enpl oynent responsibilities (See

17



Subsection 4.1); or (ii) to further devel op or
commercialize intellectual properties that have
been rel eased to an inventor (See

Subdi vi si on 5.22) except as the conponent
institution's chief admnistrative officer and
t he appropriate Executive Vice Chancellor or

Vi ce Chancel |l or may approve where System
retains an interest under the terns of the

rel ease.

Sec. 8. Reporti ng.

8.1 Any enployee covered by Subsections 6.2, 7.1,
or 7.2 shall report in witing to the chief
adm nistrative officer of the conponent
institution, or to such other person as nay be
designated by the chief adm nistrative officer,
the nane of any business entity as referred to
therein in which the person has an interest or
for which the person serves as a director,
of ficer or enployee and shall be responsible
for submtting a revised witten report upon
any change in the interest or position held by
such person in such business entity. These
reports shall be accunulated in the office of
the chief admnistrative officer or designee
and then forwarded to the appropriate Executive
Vi ce Chancel |l or or Vice Chancell or by
Sept enber 1 of each year so that the Chancell or
may file a report with the Board. Information
in the report shall be included in the annual
report required by Section 51.912(c), Texas
Educat i on Code.

Sec. 9. Approval of and Execution of Legal Docunents
Relating to Rights in Intellectual Property.

9.1 Agreenents that grant an interest in Board
intellectual property nmay be executed and
delivered in accordance wth the provisions of
the Regents’ Rul es and Regul ati ons, Part Two,
Chapter Xl, follow ng any required review by
the Ofice of CGeneral Counsel.

18



9.2

9.3

Any docunent altering substantially the basic
intellectual property policy of the System as
set out in the preceding Sections and ot her
policies and guidelines that may be adopted by
the Board shall have the advance approval of
the chief admnistrative officer, the
appropri ate Executive Vice Chancellor or Vice
Chancel | or, the Chancellor, and the Board as an
agenda item Such an alteration in a sponsored
research agreenent shall not be consi dered
substantial and the agreenment may be executed
and delivered as set forth in Section 9.1 if,
in the judgnment of the chief adm nistrative
officer and with the concurrence of the
appropriate Executive Vice Chancellor or Vice
Chancel l or, the benefits fromthe |evel of
funding for the proposed research and/or other
consideration fromthe sponsor outweigh any
potential disadvantage that may result fromthe
policy deviation.

The Chancell or, the appropriate Executive Vice
Chancel |l or or Vice Chancellor, the Vice
Chancel | or and General Counsel or the

aut hori zed representative of UTI MCO nmay
execute, on behalf of the Board, |egal
docunents relating to the Board's rights in
intellectual property, including, but not
limted to, declarations, affidavits, powers of
attorney, disclainers, and ot her such docunents
relating to patent applications and patents;
applications, declarations, affidavits,
affidavits of use, powers of attorney, and

ot her such docunents relating to tradenmarKks;
and ot her docunents approved pursuant to
Subsections 9.1 or 9.2. The chief

adm nistrative officer or designee may execute,
on behalf of the Board, institutional
applications for registration or recordation of
transfers of ownership and ot her such docunents
relating to copyrights.
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The purposes of the anendnments to the Regents’ Rul es and

Regul ati ons, Chapter XI, Section 1, relating to contract
adm ni stration, and Chapter Xl I, Sections 2, 8, and 9,
relating to intellectual property, are sumrarized bel ow

a. Part Two, Chapter X, Subsection 1.2 was
anended to make del egation of authority
apply to intellectual property agree-
ments that grant an interest in Board
intellectual property

b. Part Two, Chapter Xl I, Subsection 2.1
was anmended to nake explicit the
application of the Intellectual Property
Policy to all students

C. Part Two, Chapter Xl I, Subsection 2.3
was anmended to broaden the application
of the “scholarly works” exception to
add teaching materials to those covered
by this Section

d. Part Two, Chapter Xl I, Subsection 2.4
was anended to clarify when the Board
will own intellectual property that
woul d ot herwi se be owned by a faculty
menber and when it need not share
royalties with an i nventor

e. Part Two, Chapter Xl I, Subsection 2.8
was added to explicitly prohibit the use
of Systemfacilities to devel op inven-
tions released to the inventor except
as expressly authorized

f. Part Two, Chapter Xl I, Subsection 8.1
was anmended to correct an outdated
requi renent for Board approval

g. Part Two, Chapter XlI, Subsections 9.1
and 9.2 were anended to allow all intel-
| ectual property agreenents covered by
this Chapter to be processed |ike other
agreement s

h. Part Two, Chapter Xl I, Subsection 9.3

was anmended to del egate authority to
execut e copyright registration appli-

20



cations and rel ated docunents to
conponent executives.

See Item 4 Dbelowrelated to the Policy and Guidelines
for Managenent and Marketing of Copyrighted Wrks.

4, U T. System Adoption of a Policy and CGui delines for
Managenent and Marketing of Copyrighted Wrks. --As
copyright assets of The University of Texas System have
becone a nore inportant part of the U T. Board of
Regents’ intellectual property, the managenent of these
assets requires increased attention.

The marketi ng and managenent of copyright assets are
significantly different from marketi ng and nmanagenent
of other fornms of intellectual property, such as
patents and trademarks, and need to be addressed spe-
cifically.

I n accordance therewith, the Board adopted the Policy
and Cuidelines for Managenent and Marketing of Copy-
righted Wirks for the U T. Systemas set forth bel ow

See Page 15 related to the changes to the Regents’
Rul es and Regul ations, Part Two, Chapter XIl (Intellec-
tual Property) dealing with ownership of copyrights.

PCLI CY AND GUI DELI NES FOR MANAGEMENT AND MARKETI NG OF
COPYRI GHTED WORKS

The U. T. Board of Regents (Board) finds that works protected
by copyright created at the conponent institutions are

val uabl e assets that pronote and further the creation and

di ssem nati on of know edge through research, teaching and
publication. Careful managenent of these assets will benefit
the authors, the citizens of Texas, state governnent, the
conponent institutions, and the U T. System

1. Wor ks aut hored by professionals, faculty, nonfaculty
researchers (researchers who do not teach) and undergraduate
and graduate students

| f conponent institutions invest in copyright works that the
authors will own under the U T. SystemlIntellectual Property
Policy, they nust protect their investnents and, with the

aut hors, manage aut hor-owned copyrights to facilitate insti-
tutional access to the works and preserve rights to nake
nonprofit educational uses of them
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For projects that may involve significant resource
contributions by the institution, conponent insti-
tutions and professionals, faculty, nonfaculty
researchers and students will agree to allocate
rights to use the resulting works, allocate costs
and share benefits fromcomercialization, as
appropriate in each case. Institutions should:

- determ ne what constitutes significant Kkinds
or amounts of resource contribution;

- identify appropriate institutional uses for
t he work;

- devel op checkpoints in the creative process
that wll alert authors and adm ni strators of
the need to enter an agreenent to allocate
rights to use works and share costs and bene-
fits fromcomercialization

- establish a default allocation of interests
including a right to use the work, to obtain
rei nbursement of contributions and to share in
profits in the absence of agreenent; and

- take into account the effects of third party
funding, if any.

Conmponent institutions and professionals, faculty,
nonfaculty researchers and students shoul d explore
nmut ual |y beneficial opportunities for electronic
distribution of scholarly works within the university
comunity.

Prof essional s, faculty, nonfaculty researchers and
students shoul d manage their copyrights to preserve the
right to nake nonprofit educational uses of their works.

For exanpl e, authors may request that for-profit
publ i shers to whom the author submts articles for
publ i cation use one of the follow ng copyright
notices, or sonething simlar, on the author's
article:

Copyright [date] [Publisher].

Perm ssion is granted for nonprofit
educational uses of this [article]. Al
ot her uses require perm ssion fromthe
publ i sher.
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Copyright [date] [Publisher].

Perm ssion is granted for nonprofit
educational and library duplication and
di stribution, including but not limted
to reserves and coursepacks nade by
nonprofit or for-profit copyshops. This
permssion is in addition to rights
grant ed under Sections 107, 108 and ot her
provi sions of the U S. Copyright Act.
To use this work electronically, please
link to [URL].

If a publisher agrees to use a notice |like these,

uni versity professionals, faculty, students and
staff would be able to nake copies of the author's
article for research or classroomuse w thout
per m ssion, even though the author may have assi gned
copyright to the publisher as a condition of
publ i cati on.

Anot her exanpl e of copyright managenent that hel ps
to achi eve the purposes of this Policy is retention
by professionals, faculty, nonfaculty researchers
and students of copyright in their prepublication
drafts. This allows preprint distribution within
the university community and the creation by the

aut hor of derivative (new) works from prepublication
drafts. The intention to retain rights should be
clearly stated in an agreenment with the publisher.
The foll ow ng clause could be added to a publisher's
exi sting agreenent:

Anything to the contrary in this agreenent
notw t hst andi ng, Author shall retain
copyright in each and every draft of the

[ manuscri pt] except the final draft as
publ i shed by Publisher, and reserves al
rights in such prepublication drafts.

Refer to the Copyright Crash Course section on
Copyri ght Managenent

(http://ww. ut system edu/ ogc/intell ectual property/
| -schpub. htn) for nore information on this subject.
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On sone occasi ons when a conponent institution hires a
prof essional, faculty nenber, nonfaculty researcher or
student specifically to create a work that the author
woul d ot herwi se own under Subsection 2.3 of the
Intellectual Property Policy (Part Two, Chapter X,
Section 2, Regents’ Rules and Regul ations), it may be

unclear that this is a work for hire. |If this is ever
the case, the author should execute an acknow edgnent
that the Board will own copyright in the work to avoid

| at er confusi on over ownership.

2. Wor ks aut hored by enpl oyees ot her than professionals,
faculty, nonfaculty researchers and students and therefore
owned by the Board or jointly owned by the Board and ot her
aut hor s

Component institutions shoul d manage copyrights owned by the
Board under the Intellectual Property Policy to further the
goals and m ssion of the U T. System and the Board.

In many cases, wide and free distribution will achieve
institutional, U T. System and Board goals.

Conmponent institutions should carefully consider the
consequences of commercial nmarketing of scholarly and
educational works. Commercial publication or distri-
bution nay severely limt access to works for others
in the university conmunity or the public generally.

For certain works, use of the copyright notices above

or retention of rights in prepublication drafts may be
appropri ate.
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5.

U T. System Report of Summary of G ft Acceptance and
Rel ated Adm nistrative Actions Conform ng to Board Policy

for Septenber 1, 1997 Through Novenber 30, 1997.--Vice
Chancel | or for Devel opnent and External Relations Perry
reviewed the Summary of G ft Acceptance and Rel at ed

Adm ni strative Actions Conformng to Board Policy for
The University of Texas System for the period Septem
ber 1, 1997 through Novenber 30, 1997, as set forth on
Pages 26 - 30.

Vi ce Chancellor Perry reported that during this period
145 itenms conformng to Board policy were approved

i ncludi ng the acceptance of $14,322,143 in gifts. Oher
mat chi ng contributions from previously accepted Board-
hel d mat ching funds total ed $1, 165, 000. Previously
reported gifts totaled $102,370 and transfers of endow
ment funds total ed $1, 012, 550.

Ms. Perry reported that itens which are exceptions to
Board policy or involve decisions which are discretion-
ary in nature are submtted as agenda itens, and one
such itemis included in the Health Affairs Commttee
agenda for this neeting. See Page 159 regarding the
acceptance of a pledge to establish the Floyd and
Kat hl een Cail |l oux Research Center in Human Cancer
Cenetics at The University of Texas M D. Anderson Can-
cer Center.

Ms. Perry noted that this report includes only those
funds which relate to endowrents, estates, and ot her
such funds which are managed by the U T. System Ofice
of Devel opnent and External Rel ations.
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- 92 -

ACCEPTANCE OF GIFTS HELD BY BOARD

ASSET TYPES
“ALL COMPONENT REAL MATCHING
ITEMS INSTITUTION CASH SECURITIES ESTATE PLEDGES QTHER TRANSFERS FUNDS TOTAL VALUE
) U.T. Adington S 103034 s S S 5000 s S S S 1.035.33
63 U.T. Austin S 1479968 s 1188,083 s S 1,480,050 s S 177,601 s S 3,958,202 «
U. T. Brownsville S 2,000 s S S 8000 s S S s 10,000
2 U.T. Dallas S 250,000 s s - s - 3 - § S - $ 250,000
10 V.T.E Paso S 1526413 S 10714804 S 187,785 s S S 15000 s S 2,701,633 *
5 U.T. Permian Basin S 76,120 s S S 35000 S S 1,650 S S 112,770
5  U.T. San Antonio S 73,730 s P16 S S 9647 s S S S 86,593
2 U.T Tyler S 40,000 s S S s -8 - $ - $ 40,000
6  U.T. SWMC-Dallas S 534,286 S s - s 25000 s S S 1165000 S 559,286 *
9 U.T. MB.-Galveston S 1,01282% S 290,581 s 325000 S s - s 632,174 S S 2,260,581
6  UTHSC-Houston S 446 s 99.354 s S 700000 s S 210,000 s S 810,000 .
UTHSC-San ¢meomxa . 250,000 . $ 750,000 s S S S 1,000,000
30 UTMDACC S 712,615 S 338,114 s s - 8 250,000 s 942,064 s S 1,497,744
145 TOTAL S 6988739 S 2694353 S 512785 S 3012697 S 250000 S 1978489 S 1165000 S 14,322,143 .

« Not included in total:

U. T. Augtin - $67,500 of transfers of endowment funds;
U. T. El Paso - $102,370 of previously accepted gifts;

U. T. SWMC-Dallas = §1,165,00§ of Board-held matching funds;
UTHSC-Houston $200,000 transfer of endowment funds and

UTMDACC « $745,050 of transfers of endowment funds,
NOTE: Compiled by Office of Development and External Relations



COMPONENT
INSTITUTION

I T Adinotan

ENDOWMENTS

CLASSIFICATION OF GIFTS AND OTHER ACTIONS

CHARITABLE

REMAINDER
TRUSTS

POOLED
INCOME
FUND

REMAINDER
INTERESTS

HELD IN
TRUST
BY OTHERS

CURRENT
PURPOSE

OTHER

U. T. Austin

U. 7. Brownsville

U.T. Dallas

U.T. El Paso

U. T. Permian Basin

11T San Antanin

U T. Tyler

U. T. SWMC-Dallas

1. T. M.B Gralveston

TITTHR . Hanetnn

-t | e |

UTHSC-San Antonio

UTMDACC

24

TOTAL

119

17
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COMPONENT

INSTITUTION

U.T. Adineton

PURPOSES OF GIFTS HELD BY BOARD AND OTHERS

ENDOWMENT

CHAIR

DIST.
CHAIR

p R

DIST.
PROFSHIP

PROF'SHIP

FACULTY
FELLOWSHIP

GRADUATE
FELLOWSHIP

SCHOLARSHIP

OTHER

CURRENT
PURPOSE

OTHER
PURPOSE

11 T Austin

45

U.T. Brownsville

U. T. Dallas

U.T. B Paso

U. T. Permian Basin

U. T. Sann Antonio

1. T. Tvler

~ v |w | o

U.T. SWMC-Dallas

U. T. M.B.-Galveston

UTHSC-Houston

UTHSC-5an Antonio

UTMDACC

TOTAL

Total purposes may not equal the tolal number of items because some items pertain to multiple purposes.
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COMPONENT
INSTITUTION

U. T. Arlington

ESTABLISH

ENDOWMENT

OTHER ADMINISTRATIVE ACTIONS

REDESIGNATE

ENDOWMENT LEVEL.

OTHER

REDESIGNATION

DISSOLVE
ENDOWMENT

APPROVE/ALLOCATE
MATCHING

ACCEPT
TRUSTEESHIP

OTHER

L T Austin

56

U. T. Brownsville

U. T. Dalias

U. 7. El Paso

U. T. Permian Basin

U. T. San Antonio

U.T. Tvler

U. T. SWMC-Dallas

U. T. MB.-Galveston

UTHSC-Houston

UTHSC-San Antonio

UTMDACC

TOTAL

103

21
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COMPARATIVE SUMMARY OF GIFTS ACCEPTED VIA THE OFFICIAL ADMINISTRATIVE PROCESS

COMPONENT FY 1997 FISCAL YFAR ,998
INSTITUTION FULL YEAR 9/197 - 12/197 - 2/28/98 3/1/98 « 5/31/98 FULL YEAR

u. T. System s - s -
u.T. Arlington s 467,160 $ 1,035,334
U. T. Austin H] 12,596,223 $ 3,958,202
U. T. Brownsville $ 25,000 S 10,000
u. T. Dallas § 67,313 S 250,
U. T. El Paso s 2,713,341 3 2,701,633
U. T. Pm American s 643,151 s —
U. T. Permian Basin H 641,000 $ 112,770
U. T. San Antonio ) 380,500 S 86,593
U. T. Tyler s 65,000 § 40,000
U. T. SWMC-Dallas $ 12,392,401 s 559,286
U. T. M.B.-Galveston 8,403,150 2,260,581
UTHSC-Houston $ 4,584,653 s 210,000
UTHSC-San Antonio $ 2,489,807 s 1,000,000
UTMDACC ] 1,977,697 S 1,497,744
U. T. HC-Tyler S 140,910 s -
UTEP and UTMB 5 —_— s -
U. T. AustinUTMDACC S 28,048 S s

TOTAL S 47,615,354 S 14,322,143
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MATTERS RELATED TO THE UNI VERSI TY OF TEXAS
| NVESTMENT MANAGEMENT COMPANY ( UTI MCO)

U T. System Report on Investnents for the Fiscal Quar-
ter Ended Novenber 30, 1997.--On behalf of The University
of Texas I nvestnent Managenent Conpany (UTIMCO), Regent

Hi cks, Chairman of the UTI MCO Board, sunmarized the
Report on Investnments for The University of Texas System
for the fiscal quarter endi ng Novenber 30, 1997, for the
Per manent University Fund, Long Term Fund, Short/Inter-
nmedi ate Term Fund, and Separately |Invested Assets.

Report by Regent Hicks on Behal f of UTI MCO

M. Chairman and nenbers of the Board, | am pl eased to
sumari ze on behal f of UTIMCO the investnments for The
University of Texas Systemfor the fiscal quarter end-
i ng Novenber 30, 1997.

Itema on Page 34 presents the summary report for

Per manent University Fund (PUF) |Investnents. The PUF
began the quarter with a market val ue of $6.368 billion.
During the quarter, contributions of mneral incone from
PUF Lands equal ed $25.8 million versus $23.9 million for
the first quarter of the preceding fiscal year. In
addition, total investnment return was $284.1 nmillion of
which $63.1 mllion was inconme return and $221 mllion
was price return. Cash distributed to the Avail able
University Fund (AUF) was $89.6 million. O this total,
$42.3 million represented a portion of accrued incone
and $47.3 million represented a onetinme paynent result-
ing fromthe change from cash to accrual based dis-
tributions. PUF nmarket val ue ended the quarter at

$6. 615 billion.

During the quarter, UTIMCO continued to fund the alter-
native equities programby investing $33.9 million in
this asset class. O this total, $20.6 mllion was
funded from new contributions and $13.3 mllion was
funded by recycling realized gains within the portfolio.
Al so, UTIMCO closed two externally managed val ue equity
portfolios and redistributed the proceeds to two inter-
nal | y managed equity val ue and real estate investnent
trust portfolios. Quarter-end asset allocation was
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virtual ly unchanged from fiscal year end; 63% broadly defined
equities and 37% fi xed i nconme versus an unconstrai ned neutral
al l ocation of 80% equities and 20% fi xed incone. Wthin
equities, period-end allocation to equities was 44% U. S.

| arge and m d cap stocks, 6% U. S. small cap stocks, 6% non-
U S equities and 7% alternative equities.

PUF distributions to the AUF of $89.6 million increased by a
nom nal rate of 30% versus the first quarter of the prior
fiscal year due to the conversion to accrual based distribu-
tions. Excluding this onetine adjustnent, accrued invest-
ment incone declined by a nomnal 3.1%and by an inflation
adjusted rate of 3.5% The decline in incone was attrib-
utable to a 4.9% decline in interest inconme fromfixed incone
securities which accounts for 70% of total incone paid to the
AUF. During the quarter, interest rates declined sharply as
evi denced by the decline in the 30-year U S. Treasury bond
yield from6.60% at the beginning of the quarter to 6.00% at
quarter-end. The inability to replace distributable coupon
rates was particularly pronounced as $126.7 nillion of bonds
ran of f during the quarter at an average yield of 8.73%

Accrued income of $63.1 nmillion for the quarter was under
the $64 million | evel budgeted by $900, 000. Achievenent of
budget ed i ncone distributions of $256 million for Fiscal

Year 1998 will constitute a major challenge if interest
rates stabilize at current |evels or decline further.

Total investnment return for the quarter was 4.5% Fi xed

i ncone as an asset class continued to performrelatively
poorly versus equities with the Sal onon Broad Bond | ndex
generating a total return of 3.4% The Fund' s fixed incone
portfolio at 4.2% outperforned this index. Equities, as an
asset class, continued to generate higher relative returns
with the S& 500 I ndex and Russell 3000 |Index posting returns
of 6.7% and 6.0% respectively. The PUF s equity portfolios
(including non-U. S. portfolios) produced a 4.1% return.
Finally, alternative equities produced a 9.4%return for the
quarter.

Iltemb on Page 35 reports sunmary activity for the Long Term
Fund (LTF). During the quarter, net contributions totaled
$20.5 million. Investnment return was $71.9 mllion, of which
$20.7 mllion was paid to the 4,539 endownent and ot her
accounts underlying the LTF at quarter-end. Total payout

i ncreased by 6.1% over the previ ous Novenber quarter,
reflecting both the increase in the nunber of Fund units
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out standi ng and the increase in payout per unit to $0.18.

The Fund’s market value closed the quarter at $2.195 billion,
up $70 million fromthe prior quarter. The LTF s val ue per
unit also increased, ending the quarter at $4.78 versus

$4. 67 on August 31, 1997.

Asset allocation at quarter-end was 24%fi xed i ncone and

76% broadly defined equities. Wthin equities, U S. snall
cap and non-U. S. equities were roughly neutral weighted at
11% and 13% respectively. U S. large and md cap equities
were overwei ghted at 47%vs. 30% while alternative equities
wer e underwei ghted at 5% versus a neutral weighting of 25%
Total investnment return for the quarter was 3.4% and net
1.9% after expenses of 0.1% inflation of 0.4% and payout

of 1.0%

Itemc on Page 36 presents quarterly activity for the
Short/Internmediate Term Fund. During the quarter, the Fund
funded net withdrawals of $26.9 mllion. It earned $40.4 ml -
lion in total return and incurred expenses of $100 thousand.
Distributions to the U T. System conponent institutions
equaled $25.1 million resulting in a quarter-end Fund val ue

of $1.619 billion. Total return on the Fund was 2.5% for

the quarter versus the Fund s performance benchmark of 1.8%

Itemd on Page 37 presents book and market val ue of cash,
fixed incone, equity and other securities held in funds
outside of internal investnent pools. Total cash and
equi val ents, consisting primarily of conponent operating
funds held in the Dreyfus noney nmarket fund, decreased by
$75 mllion to $546 million during the quarter. Asset

val ues for the renaining asset classes were fixed incone
securities: $61 mllion vs. $52 million at previous
quarter-end; equities: $34 million vs. $36 mllion at
previ ous quarter-end; and other investnents of $6 mllion.

33



Summary Investment Report at Naovember 30. 1997, ==

PERMANENT UNIVERSITY FUND (1)
INVESTMENT SUMMARY REPORT
(8§ millions)

= FY97-98
Ful |
Year 1st Qtr
Reginning Market  Val ue 5,292.1 6,368.3
PUF Lands Receipts (2) 85.2 25.8
Investment  Incone (3) 263.0 63.1
Change in Undistributed [Income
Payable to the Available
University Fund (4) 2.2
Investment  Incone Distributed (4) (265.2) (63.1)
Real i zed Gains 251.0 123.3
Change in Uirealized @ins 740.0 97. 7
Ending Market Value 6,368.3 6,615.1
AUF | ncone:
[ nvestment [ ncone 263.0 (5) 63.1
Surface Incone 5.3 1.2
Tot al 268. 3 64. 3

Report prepared in accordance wth Sec. 51.0032 of the Texas Education Code.

(I) Excludes PUF Lands mneral and surface interests wth estimated June 30, 1997
values of $550.5 mllion and $151.8 mllion, respectively.

(2) As of Novenber 30, 1997: 921,503 acres under lease; 523,561 producing
acres; 3,002 active leases; and 2,062 producing |eases.

(3) Investnent incone includes anortization of discount and premum bonds
in accordance wth statutory requirenents.

(4) For FY96-97, cash investnent incone was distributed to AU  Effective
FY97-98, accrued investnent incone is distributed to AU

(5) Restated to present on an accrual basis for conparative purposes.



- Q¢ -

Summary Investment Report at November 30, 1997,--

FY96~97
Full  Year
Beginning Net Assets 1,712.1
Net Contributions 66. 1
I nvestment Return 433.0
Receipt of Funds from System
for UNITMXO Fee
Expenses 54,5)
Distributions (Payout) (79.1)
Dstribution of Gin
on Participant  Wthdrawals (3.4)
Ending Net Assets 2,125.0
Net Asset Value per Uhit 4,672
No. of Uhits (End of
Period) 454,803,889
Dstribution Rate per Uit 0.175
Report prepared in accordance wth Sec. 51.0032 of

LONG TERM PUND
SUMMARY REPORT
($ millions)

t he

FY97-98

Ist Qr

2,125.0
20.5
71.9

(0.1)

2,195.7
4.782

459,182,234
0. 0450

Texas Education Code.
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Summary Tnvestment Report at November 30, 1997,--

Beginning  Net
Contributions

(Net of Wthdrawals)
| nvest ment Return

Expenses
Distributions

Ending Net Assets

Report  prepared

BUMMARY REPORT
(¢ millions)

FY96-97

Full  Year

1,332.1

274.3
115. 4
0. 4)
(50.0)
1,631.4

in accordance wth Sec. 51.0032 of

SBHORT/INTERMEDIATE TERM FUND

FY97-98

st Qr
1,631.4

(26.9)
40. 4
(0.1)

(25.1)

1,619.7

the Texas Education Code.
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SEPARATELY INVESTED ASSETS

SUMMARY REPORT

(3 thousands)
FUND TYPE
| CURRENT PURPOSE ENDOWMENTZ ANNUITY & LIFE
DESIGNATED RESTRICTED SIMILAR FUNDS INCOME FUNDS AGENCY FUNDS  OPERATING FUNDS TOTAL
ASSET TYPES
Cash & Equivalents: BOOK MARKET DOOK MARKET POOK MARKET DOOK MARKET BOOK MARKET DBOOK MARKET BOOK MARKET
Boginning value 9/1/97 15,2719 15,279 1,578 1,578 478 34,738 617 637 . . 560.320  569.320 621,542  621.542
Increase/(Docresse) (7,184) (7.184) 1,682 1.682  (189%)  (16,958) 1.673 1,673 . . (52.647) (52.647)  (75434)  (75434)
Ending value 11/30/97 8,095 y 3260 3260 I3TH 15,700 . . 51667 516.6/3 346,108 546,108
Debt Securities:
Beginning value 5/1/97 3.700 3,700 7 4 90088 39,950 8,424 a.753 . ! 51,219 52,408
Increasc/(Deocrease) (3.200) (3,200 - - 11,093 11755 321 527 . 1 . . 6,214 9.081
Eading value 11/30/,97 7 4 5081 5705 B MST 9%0 59,433 61,289
Equity Securities:
Beginning value %1/97 52  4.987 1.346 1.316 16,348 24548 4,127 4.764 . . 21,673 35.615
Increase/(Decroaso) 2125 145) (1 176 % 9% 1,080 . : 19 (417
Ending value 11/30/97 i'i 1,862 o1 ﬁii 5.844 . : 21,892 34,198
Other:
Beginning value 9/1/97 - 730 730 (30) (730} 5213 6.075 . . 5.213 6.075
Increase/(Decrease) - (186) (186) 298 298 (76 & 48 - . . . 5249 6,215 160
Ending value 113097 - 3H L7} @3N () 137 18 . . : .

Report propared in accordance with Sec. 51.0032 of the Texas Education Cods.
Details of individual assets by account furnished upon request.
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U. T. Board of Regents: Approval of Anmendnents to the
| nvestnent Policy Statenments for the Permanent University

Fund, Long Term Fund, Short/Internediate Term Fund, Short

Term Fund, and Separately |Invested Endowrent, Trust, and
O her Accounts.--Section 3(a) of the Investnent Manage-
ment Services Agreenent dated March 1, 1996, between the
Board of Regents of The University of Texas System and
The University of Texas |Investnent Managenent Conpany
(UTIMCO provides that UTIMCO shall review the invest-
ment policies for the assets under its managenent and
recommend any changes in such policies for approval by
the U. T. Board of Regents. The proposed anendnents

to the investnent policy statenents which were before
the Board are the result of an annual review and were
approved by the UTI MCO Board of Directors on Decem

ber 15, 1997.

Upon reconmmendation of the Board of Directors of The
University of Texas Investnent Managenent Conpany, the
U. T. Board of Regents approved anendnents to the fol-
| ow ng I nvestnent Policy Statenments which are set out
intheir entirety:

a. Per manent University Fund I nvestnent Policy
St atenent, Pages 40 - 50

b. Long Term Fund I nvestnent Policy Statenent,
Pages 51 - 62

C. Short/I nternedi ate Term Fund | nvest nent Pol -
icy Statenent, Pages 63 - 69

d. Short Term Fund I nvestnent Policy Statenent,
Pages 70 - 76

e. Separately Invested Endownent, Trust, and
O her Accounts I nvestnent Policy Statenent,
Pages 77 - 84.

General anendnments to the investnent policies are the
consolidation of the alternative equities asset class

i nto mar ket abl e and nonmar ket abl e subcl asses, expansi on
of the use of derivatives to adjust asset allocation
and in hedge fund strategies, subject to UTI MCO Board
approval, and the placenent of additional limts when
investing in repurchase agreenents and ot her short-term
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cash and cash equival ent securities. Specific anmend-
ments are the upgrading of the credit quality standard
for PUF fixed inconme investnments and the redefinition
of Long Term Fund eligible fixed inconme investnents to
conformto the Lehman Brot hers Aggregate Bond | ndex
and to restrict non-U. S. dollar fixed incone invest-
ments to no nore than 7% of Fund assets.
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THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND
INVESTMENT POLICY STATEMENT

Purpose

The Permanent University Fund (the “Fund”) is a public endowment contributing to the
support of inditutions of The Universty of Texas System (other than The University of
TexasPan American and The Universty of Texas a Brownsville) and indtitutions of The
Texas A&M Universty System (other than Texas A&M University--Corpus Christi, Texas
A&M Internationd Universty, Texas A&M University--Kingsville, West Texas A&M
Universty, Texas A&M Universty-Commerce, Texas A&M  University--Texarkana, and
Baylor College of Dentigiry).

Fund Organization

The Permanent Universty Fund was edtablished in the Texas Condgitution of 1876 through
the appropriation of land grants previoudy given to The Universty of Texas a Audin plus
one million acres. The land grants to the Permanent University Fund were completed in
1883 with the contribution of an additiond one million acres of land. Today, the Permanent
Universty Fund contains 2,109,190 acres of land (the “PUP Lands’) located in 24 counties
primarily in West Texas.

The 2.1 million acres comprising the PUF Lands produce two streams of income & minerd
income, primarily in the form of oil and gas roydties and b) surface income, in the form of
surface leases and easements. Under the Texas Condtitution, 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
Avalable Universty Fund, (the “AUF’) as received.

The Condgtitution prohibits the distribution and expenditure of mineral income contributed to
the Fund and the redized and unredlized gains earned from Fund investments. The
Condtitution aso requires the digtribution of al PUP invesment income to the AUF to be
expended for certain authorized purposes.

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

Firdt, expenses incurred in the adminigration of PUF Lands and Investments. Resolutions
adopted by the U. T. Board of Regents (the “U. T. Board") require that administrative
expenses of the PUF be redtricted to a minimum consistent with prudent business judgment.
Second, following a 2/3rds and 1/3rd dlocation of digtributed PUF income (net of
administrative expenses) to the U. T. System and Texas A&M Universty System,
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respectively, expenditures for debt service on PUF bonds. Article VII of the Texas
Condtitution authorizes the U. T. Board and the Texas A&M Universty Sysem (the
“TAMUS Board’) to issue bonds payable from their respective interests in distributed PUF
income to finance permanent improvements and to refinance outstanding PUF obligations.
The Condtitution limits the amount of bonds and notes secured by each System's interest in
divisble PUF income to 20% and 10% of the book value of PUF investment securities,
respectively. Bond resolutions adopted by both Boards dso prohibit the issuance of
additionad PUF parity obligations unless the projected interest in PUF net income for each
System covers projected debt service at least 1.5 times.

Thud, expenditures to fund @) excelence programs specificaly a U. T. Audin, Texas A&M
Universty and Prarie View A&M Universty and b) the adminigtration of the university
systems.

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

Permanent University Fund

Waest Taxss Lands - invesiments
(2.1 million scres) o

Minersl Recaipts

Turlace Dividend and
lagomae Intéreat lncome

v

Available University Fund

Less Divisidble Expenditures

Y
—
/310 UT Sysiem 1/3 t0 AEM System
Paymont of interest & principal Payment of interest & principsi
on UT-issued PUF Boods on AkM-issued PUF Bonds
The Univertity of Texas at Austin Texas ARM University
i jew A jveral
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Fund Management

Article VILof the Texas Congitution assigns fiduciary responghility for managing and
investing the Fund to the U. T. Board. Article VII authorizes the U. T. Board, subject to
procedures and redtrictions it establishes, to invest the Fund in any kind of invesments and in
amounts it condders appropriate, provided that it adheres to the prudent person investment
dandard. This standard requires that the U. T. Boad, in making investments, shal exercise
the judgment and care under the circumstances then prevailing which persons of ordinary
prudence, discretion and intelligence exercise in the management of ther own affars, not in
regard to speculation but in regard to the permanent dispogtion of their funds, considering
the probable income therefrom as well as the probable safety of their capitd.

Ultimate fiduciary responshility for the Fund rests with the Board. Section 66.08 of the
Texas Education Code authorizes 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. The Fund shdl be managed through The Universty of Texas
Invetment Management Company (“UTIMCO”) which shal & recommend investment
policy for the Fund, b) determine specific asset dlocation targets, ranges and performance
benchmarks consistent with Fund objectives, and ¢) monitor Fund performance against Fund
objectives. UTIMCO shal invest the Fund's assets in conformity with investment policy.

Unaffiliated investment managers may be hired by UTIMCO to improve the Fund's return
and risk characteristics. Such, managers shal have complete investment discretion unless
restricted by the terms of their management contracts. Managers shall be monitored for
performance and adherence to investment disciplines.

Fund  Adminigration

UTIMCO ddl employ an adminigrative staffto ensure that al transaction and accounting
records are complete and prepared on a timely bass. Internal controls shal be emphasized so
as to provide for responsible separation of duties and adequacy of an audit tral. Custody of

Fund assets shdl comply with applicable lav and be structured so as to provide essentiad
safekeeping and trading efficiency.

Fund Investment Objectives

The primary investment objective shal be to preserve the purchasing power of Fund assets
and annua digtributions by earning an average annual totd return after inflation of 5.5% over
rolling ten-year periods or longer. The Fund's success in meeting its objectives depends
upon its ability to generate high returns in periods of low inflation that will offset lower
returns generated in years when the capitd markets underperform the rate of inflation.
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The secondary fund objective is to generate a fund return in excess of the Policy Portfolio
benchmarkover rolling five-year periods or longer. The Policy Portfolio benchmark will be
established by UTIMCO and will be comprised of a blend of asset class indices weighted to
reflect Fund asset dlocation policy targets.

The U. T. Board recognizes that achievement of Fund investment objectives is substantidly
hindered by the inability to make didtributions on a total return basis and current distribution
rates in excess of long-term equilibrium levels.

Asset Allocation

Asst dlocation is the primary determinant of investment performance and subject to the
aset dlocation ranges specified herein is the respongbility of UTIMCO. Specific asset
dlocation targets may be changed from time to time based on the economic and investment
outlook.

Fund assets shdl be dlocated among the following broad asset classes based upon their
individud return/risk characteristics and relationships to other asset classes:

1. Cash Equivdents « are highly reliable in protecting the purchasing power of current
income sreams but higtoricaly have not provided a relidble return in excess of
inflation. Cash equivaents provide good liquidity under both deflation and inflation
conditions.

2. Fixed Income Invesments « offer the best protection for hedging againg the threat of
deflation by providing a dependable and predictable source of Fund. Such bonds
should be high qudity, and intermediate to long-term maturity with reasonable call
protection in order to ensure the generation of current income and preservation of
nominal capitd even during periods of severe economic contraction.

3. Equities - pmvide both current income and growth of income, but ther principa
purpose is to provide appreciation of the Fund. Higtoricaly, returns for equities have
been higher than for bonds over al extended periods. As such, equities represent the
best chance of preserving the purchasing power of the Fund.

4. Altendtive Equities = generdly condst of dternative marketable investments and
dternaive non-marketable investments. Alternative equity invesments shdl be
expected to earn superior equity type returns over extended periods. The advantages
of dternative equity investments are that they enhance long-term returns through
investment in inefficient, complex markets. They offer reduced volatility of Fund
ast vaues through thelr characterigtics of low correlation with listed equities and
fixed income instruments. The disadvantages of this asset class are that they may be
illiquid, require higher and more complex fees, and are frequently dependent on the




qudity of externd managers. In addition, they possess a limited return history versus
traditional stocks and bonds. The risk of dternative equity invesments shal be
controlled with extensve due diligence and diversification.

Alternative  Marketeble Equities -

These invesments are broadly defined to include hedge funds, arbitrage and
specid  Stuation funds, high yield bonds, distressed debt, market neutra,
commodities and other non-traditional investment strategies whose  underlying
securities are traded on public exchanges or are otherwise readily marketable.
As such, they offer faster drawdown of committed capitd and earlier
redization potentid than dternative non-marketable investments.  Alternative
marketable investments may be made through partnerships, but they will
generdly provide investors with liquidity a least annudly.

Alternative  Non-Marketable Invesments =

These invesments are held ether through limited partnership or as direct
ownership interedts. They include specid equity, mezzanine venture capitd,
ol and gas, red estate and other investments that are privately held and which
are not registered for sde on public exchanges. In partnership form, these

investments require a commitment of capital for extended periods of time with
no liquidity.

Asset  Allocation Policy

The asset dlocation policy and ranges herein recognize that the Fund's return/risk profile can
be enhanced by diversifying the Fund's investments across different types of assets whose
returns are not closaly corrdlated. The targets and ranges seek to protect the Fund againgt
both routine illiquidity in norma markets and extraordinary illiquidity during a period of
extended  deflation.

The long-term asset alocation policy for the Fund must recognize that the 5.5% red return
objective requires a high dlocation to broadly defined equities, including domedtic,
international stocks, and dternative equity invesments of 50% to 90%. The dlocation to
Fixed Income should therefore not exceed 50% of the Fund.

The Boad delegates authority to UTIMCO to establish specific neutrd asset dlocations and
ranges within the broad policy guiddines described above. UTIMCO may establish specific
asset dlocation targets and ranges for large and smail capitdization U. S. stocks, established
and emerging market international stocks, marketable and non-marketable dternative equity
investments, and other asset classes as well as the specific performance objectives for each
aset class. Specific asset dlocation policies shadl be decided by UTIMCO and reported to
the U. T. Board.
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Performance Measurement

The investment performance of the Fund will be measured by an unaffiliated organization,
with recognized expertise in this field and reporting responghility to the UTIMCO Board,
and compared againg the dtated investment benchmarks of the Fund. Such measurement will
occur a least annualy, and evauate the results of the totd Fund, maor classes of investment

aSHLS,

and individua portfolios.

Investment  Guidelines
The Fund must be invested a dl times in srict compliance with gpplicable law. The primary
and congtant standard for making investment decisions is the “Prudent Person Rule”

Investment guideines include the following:

Generd

All invesments will be U. S. dollar denominated assets unless held by an internd or
externd portfolio manager with discretion to invest in foreign currency denominated
Securities.

Investment policies of any unaffiliated liquid invesment fund must be reviewed and
approved by the chief investment officer prior to investment of Fund assets in such
liquid investment fund.

No securities may be purchased or held which would jeopardize the Fund's tax-
exempt  status.

No investment dStrategy or program may purchase securities on margin or use leverage
unless specificdly authorized by the UTIMCO Board.

No investment drategy or program employing short sdes may be made unless
specificdly authorized by the UTIMCO Board.

The Fund may utilize Derivative Securities with the approvad of the UTIMCO Board
to; @ sSmulae the purchase or sde of an underlying market index while retaining a
cash balance for fund management purposes;, b) to facilitate trading; c) to reduce
transaction codts; d) to seek higher investment returns when a Derivative Security is
priced more attractively than the underlying security; €) to index or to hedge risks
asociated with Fund investments, or f) to adjust the market exposure of the asset
dlocation, including long and short drategies, provided that: i) no leverage is
employed in the implementation of such Derivative purchases or sdes, ii) no more
than 5% of Fund assets are required as an intitid margin deposit for such contracts;
iii) the Fund's investments in warrants shal not exceed more than 5% of the Fund's
net assets or 2% with respect to warrants not listed on the New York or American
Stock Exchanges. Notwithgtanding the above, leverage drategies are permissble
within the dternative equities invesment class with the approvad of the UTIMCO
Board, if the invesment srategy is uncorrelaied to the Fund as a whole, the manager
has demondtrated skill in the drategy, the strategy implements systematic risk control
techniques, vaue at risk measures, and pre-defined risk parameters.
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. Such Derivative Securities shdl be defined to be those instruments whose value is
derived, in whol¢ or part, from the vaue 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.

UTIMCO dhdl atempt to minimize the risk of an imperfect correlation between the
change in market value of the securities held by the Fund and the prices of Derivative
Security investments by investing in only those contracts whose behavior is expected
to resemble that of the Fund's underlying securities. UTIMCO dso shdl attempt to
minimize the risk of an illiquid secondary market for a Derivative Security contract
and the resulting inability to close a posdtion prior to its maturity date by entering into
such transactions on an exchange with an active and liquid secondary market. The
net market value of exposure of Derivative Securities purchased or sold over the
counter may not represent more than 15% of the net assets of the Fund.

In the event that there are no Derivative Securities traded on a paticular market index
such as MSCI EAFE, the Fund may utilize a composite of other Derivative Security
contracts to simulate the performance of such index. UTIMCO shdl attempt to
reduce any tracking error from the low correlation of the selected Derivative
Securities with its index by investing in contracts whose behavior is expected to
resemble that of the underlying securities.

UTIMCO shdl minimize the risk that a party will default on its payment obligation
under a Derivative Security agreement by entering into agreements that mark to
market no less frequently than monthly and where the counterparty is an investment
grade credit. UTIMCO dso shall attempt to mitigate the risk that the Fund will not
be able to meet its obligation to the counterparty by investing the Fund in the specific
asset for which it is obligated to pay a return or by holding adequate short-term
Investments.

The Fund may be invested in foreign currency forward and foreign currency futures
contracts in order to maintain the same currency exposure as its respective index or to
protect against anticipated adverse changes in exchange rates among foreign
currencies and between foreign currencies and the U. S. dollar.

Cash and Cash Equivdents
Holdings of cash and cash equivdents may include interna short term pooled investment
funds managed by UTIMCO.
Unaffiliated liquid invesment funds must be approved by the chief investment
officer.
Deposits of the Texas State Treasury.




Commercid paper must be rated in the two highest quality classes by Moody's
Investors Service, Inc. (P1 or P2) or Standard & Poor's Corporation (Al or A2).
Negotiable certificates of depost must be with a bank that is associated with a
holding company meeting the commercid 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 @ minimum
certificate of deposit rating of 1 by Duff & Phelps.

Repurchase Agreements and Reverse Repurchase Agreements must be with a
domestic deder sdlected by the Federd Resarve as a primary deder in U. S, Treasury
securities; or a bank that is associated with a holding company meeting the
commercid paper rating criteria Specified above or that has a certificate of depost
rating of 1 or better by Duff& Phelps.

Repurchase Agreements shdl be collaterdized to 102% of their market vaue marked
to market on a daly bass.

Reverse Repurchase Agreements and thelr coincident re-investment will be entered
into on a matched book basis. The re-investment vehicles for the matched book
transactions shdl be the same Cash and Cash Equivdent instruments lised above.
The rules for trading Repurchase Agreements and Reverse Repurchase Agreements
sndl follow the Public Securities Association standard industry terms.

Mortgage Backed Securities (MBS) Dollar Rolls shal be executed as matched book
transactions in the same manner as Reverse Repurchase Agreements above. As
above, the rules for trading MBS Dollar Rolls shdl follow the Public Securities
Asxociation  standard industry  terms.

Fixed Income

Holdings of domedtic fixed income securities shal be limited to those securities @) issued by
or fully guaranteed by the U. S. Treasury, U. S. Government-Sponsored Enterprises, or U. S.
Government Agencies and b) issued by corporations and municipdities. Within this overal
limitation:

Not less than 50% of the market value of domedtic fixed income securities shal be
invested in direct obligations of the U. S. Treasury.

Not more than 5% of the market value of domedtic fixed income securities may be
invested in corporate and municipal bonds of a sngle issuer provided that such bonds, at
the time of purchase are rated, not less than Baa or BBB, or the equivdent, by any two
nationally-recognized rating services, such as Moody's Investors Service, Standard &
Poor's Corporation, or Fitch Investors Service.

The weighted average maturity of the domestic fixed income portfolio shal be not less
than ten years unless gpproved in advance by the UTIMCO Board.
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These guidelines shdl not require the sde of any fixed income invesments prior to ther
scheduled maturities unless the credit quaity of the fixed income portfolio shal decline
bdow Aa2.

Equities

« The Fund shal:

- hold no more than 25% of its equity securities in any one industry or
indugtries (as defined by the standard industry classification code and

supplemented by other reliable data sources) a market
~ hold no more than 5% of its equity securities in the securities of one
corporation a cost unless authorized by the chief investment officer.

Alternative  Equities

Investments in dternative equities may be made through management contracts with
unaffilisted organizations (including but not limited to limited partnerships, trusts, and joint
ventures) so long as such organizations:

o posess gpecidized invesment skills

. possess full investment discretion subject to the management agreement

o are managed by principds with a demongtrated record of accomplishment
and performance in the investment strategy being undertaken

« dign the interests of the investor group with the management as closdy as
possble

o charge fees and performance compensation which do not exceed prevailing industry
norms a the time the terms are negotiated.

Investments in dternative equities aso may be made directly by UTIMCO in co-investment
transactions sponsored by and invested in by a management firm or partnership in which the
Fund has invested prior to the co-investment or in transactions sponsored by investment firms
well-known to UTIMCO management, provided that such direct investments shal not exceed
25% of the market value of the dternaive assets portfolio at the time of the direct

investment.

Members of UTIMCO management, with the approvd of the UTIMCO Board, may serve as
directors of companies in which UTIMCO has directly invested Fund assets. In such event,
ay and al compensation paid to UTIMCO management for therr services as directors shal
be endorsed over to UTIMCO and applied agangt UTIMCO management fees. Furthermore,
UTIMCO Boad agpprovd of UTIMCO management’s service as a director of an investee
company shal be conditioned upon the extenson of UTIMCO’s Directors and Officers
Insurance Policy coverage to UTIMCO management's service as a director of an investee
company.

-48-



Fund Distributions
The Fund shadl baance the needs and interests of present beneficiaries with those of the
future. Fund spending policy objectives shdl be to:

a) provide a predictable, stable stream of digtributions over time

b) ensure that the inflation adjusted vaue of didributions is mantained over
the long-term

¢) ensure that the inflation adjusted vaue of Fund assets after didtributions is
mantaned over the long-term.

The god is for the Fund's average spending rate over time not to exceed the Fund's average
annua investment return after inflation in order to preserve the purchasing power of Fund
digributions and underlying assets.

The Texas Condtitution requires that al dividends, interest and other income earned from
Fund investments be digributed to the AUF. At the same time, the Congtitution prohibits the

distribution of minera income contributed to the Fund and any redized and unredized gans
earned on such contributions.

UTIMCO sndl be responsble for the establishment of the Fund's asset dlocation so as to
produce an annual income didribution that balances the needs of current beneficiaries with
those of future beneficiaries. The Board explicitly recognizes that the generation of income
under the Congtitutiona provisons governing the Fund is highly dependent upon the level of
interest rates over which the UTIMCO Board has no control. It aso recognizes that the
distribution rate as a percentage of the Fund's assets is above average and that the
maintenance of current levels of digtributed income reduces the UTIMCO Board's ahility to
grow income over time.

Fund Accounting

The fiscd year of the Fund shall begin on September 1st and end on August 3 1st. Market
vaue of the Fund shdl be maintained on an accrud bass in compliance with Financid
Accounting Standards Board Statements, Government Accounting Standards Board
Statements, industry guidelines, and dtate dtatutes, whichever is gpplicable. Significant asset
write-offs or write-downs shah be approved by the chief investment officer and reported to
the UTIMCO Board.

Valuation of Assets

As of the close of business on the last busness day of each month, UTIMCO shdl determine
the far market value of dl Fund net assets. Such vauation of Fund assets shdl be based on
the bank trust custody agreement in effect a the date of vauaion. Vauaion of dternative
asets shdl be determined in accordance with the UTIMCO Vadudion Criteria for Alternative
Assets,
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The far market value of the Fund's net assets shadl include al related receivables and
payables of the Fund on the veluation. Such vauation shdl be final and conclusive.

Securities Leading

The Fund may participate in a securities lending contract with a bank or nonbank security
lending agent for ether short-term or long-term purposes of redizing additiond income.
Loans of securities by the Fund shal be collaterdized by cash, letters of credit or securities
issued or guaranteed by the U. S. Government or its agencies. The collaterd will equa a
least 100% of the current market vaue of the loaned securities. The contract shall state
acceptable collateral for securities loaned, duties of the borrower, delivery of loaned
securities and  collateral, acceptable investment of collaterd and indemnification provisons.
The contract may include other provisons as appropriate. The securities lending program
will be evauated from time to time as deemed necessay by the UTIMCO Board. Monthly
reports issued by the agent shdl be reviewed by UTIMCO to insure compliance with contract
provisions.

Investor Responsibility

As a shareholder, the Fund has the right to a voice in corporate afairs consistent with those
of any shareholder. These include the right and obligation to vote proxies in a manner
condstent with the unique role and mission of higher educaion as well as for the economic
benefit of the Fund. Notwithstanding the above, the UTIMCO Board shdl discharge its
fiduciary duties with respect to the Fund solely in the interest of Fund unitholders and shdl
not invest the Fund so as to achieve tempora benefits for any purpose including use of its
economic power to advance socid or politica purposes.

Amendment of Policy Statement
The Board of Regents reserves the right to amend the Investment Policy Statement as it
deems necessary or advisdble.

Effective Date _
The effective date of this policy shdl be February 12, 1998.
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THE UNIVERSITY OF TEXAS SYSTEM
LONG TERM FUND
INVESTMENT POLICY STATEMENT

Purpose

The Long Term Fund (the “Fund”), succeeded the Common Trust Fund in February, 1995,
and was established by the Board of Regents of The Universty of Texas System (the
“Board”) as a pooled fund for the collective investment of private endowments and other
long-term funds supporting various programs of The University of Texas System. The Fund
provides for grester diversification of investments than would be possble if each account
were managed separately.

Fund Organization

The Fund is organized as a mutual fund in which each dligible account purchases and
redeems Fund units as provided herein. The ownership of Fund assets shall a dl 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.

Fund Management

Ultimate fiduciary responshility for the Fund redts with the Board. Section 163 of the
Property Code authorizes 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 the investment
of the Fund. The Fund shdl be governed through The Universty of Texas Investment
Management Company (“UTIMCQO”) which shdl @ recommend invesment policy for the
Fund, b) determine specific asset dlocation targets, ranges, and performance benchmarks
conggtent with Fund objectives, and ¢) monitor Fund performance against Fund objectives.
UTIMCO dhdl invest the Fund assets in conformity with investment policy.

Unaffiliated investment managers may be hued by UTIMCO to improve the Fund's return
and risk characteridtics. Such managers shal have complete investment discretion unless
redricted by the terms of their management contracts. Managers shdl be monitored for
performance and adherence to investment disciplines.

Fund Administration

UTIMCO shdl employ an administrative dtaff to ensure that dl transaction and accounting
records are complete and prepared on a timely bass. Interna controls shal be emphasized so
as to provide for responsible separation of duties and adequacy of an audit trall. Custody of
Fund assets shal comply with applicable lav and be sructured so as to provide essential
safekeeping and trading efficiency.
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Funds Eligible to Purchase Fund Units
No fund shal be digible’ to purchase units of the Fund unless it is under the sole control, with
full discretion as to investments, by the Board and/or UTIMCO.

Any fund whose governing instrument contains provisons which conflict with this Policy
Statement, whether initidly or as a result of amendments to either document, shall not be
dligible to purchase or hold units of the Fund.

The funds of a foundation which is structured as a supporting organization described in
Section 509(a) of the Interna Revenue Code of 1986, which supports the activities of the
U. T. System and its component ingtitutions, may purchase units in the Fund provided that:

A. the purchase of Fund units by foundation funds is approved by the chief
investment  officer

B. al members of the foundation's governing board are dso members of the Board

C the foundation has the same fiscal year as the Fund

D a contract between the Board and the foundation has been executed authorizing
investment of foundation funds in the Fund

E. no officer of such foundation, other than members of the Board, the Chancellor,
the chief invesment officer or his or her delegate shal have any control over the
management of the Fund other than to request purchase and redemption of Fund
units.

Fund Investment Objectives

The primary investment objective shal be to preserve the purchasing power of Fund assets
and annud digributions by earning an average annual totdl return after inflation of 5.5% over
rolling ten year periods or longer. The Fund's success in meeting its objectives depends
upon its ability to generate high returns in periods of low inflation tha will offset lower
returns generated in years when the capitd markets underperform the rate of inflation.

The secondary fund objectives are to generate a fund return in excess of the Policy Portfolio
benchmark and the average median return of the universe of the college and university
endowments as reported ammaly by Cambridge Associaies and NACUBO over ralling five-
year periods or longer. The Policy Portfolio benchmark will be establisned by UTIMCO and
will be comprised of a blend of asset class indices weighted to reflect Fund's asset alocation
policy targets.

Asset Allocation

Asst dlocation is the primary determinant of investment performance and, subject to the
aset dlocation ranges specified herein, is the responshility of UTIMCO. Specific asset

dlocation targets may be changed from time to time based on the economic and investment
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outlook. Fund assets shah be dlocated among the following broad asset classes based upon
their individual return/risk characteristics and relationships to other asset classes:

1

Cash Equivdlents - are highly religble in protecting the purchasing power of current
income gsreams but historically have not provided a relidble return in excess of
inflation. Cash equivaents provide good liquidity under both deflation and inflation
conditions.

Fixed Income Investments - offer the best protection for hedging againgt the threat of
deflation by providing a dependable and predictable source of Fund income. Such
bonds should be high qudity, and intermediate to long-term duration with reasonable
cal protection in order to ensure the generation of current income and preservaion of
nomina capitd even during periods of severe economic contraction.

Equities - provide both current income and growth of income, but their principa
purpose is to provide gppreciation of the Fund. Higtoricaly, returns for equities have
been higher than for bonds over al extended periods. Therefore, equities represent
the best chance of preserving the purchasing power of the Fund.

Alternative Equities - generdly condst of dternative marketable investments and
dternative non-marketable investments. Alternative equity investments shdl be
expected to earn superior equity type returns over extended periods. The advantages
of dternative equity investments are that they enhance long-term returns through
investment in inefficient, complex markets. They offer reduced volatility of Fund
aset vaues through ther characterigtics of low correation with listed equities and
fixed income instruments. The disadvantages of this asset class are that they may be
illiquid, require higher and more complex fees, and ae frequently dependent on the
quaity of externd managers. In addition, they possess a limited return history versus
traditional stocks and bonds. The risk of ahemative equity investments shal be
controlled with extensve due diligence and diversfication.

Alternative  Marketable Equities «

These invesments are broadly defined to include hedge funds, arbitrage and
specid  Stuation funds, high yield bonds, distressed debt, market neutra,
commodities and other non-traditiond investment dtrategies whose underlying
securities are traded on public exchanges or are otherwise readily marketable.
As such, they offer faster drawdown of committed capitd and earlier
redization potentid then dternative non-marketable investments.  Alternative
marketable investments may be made through partnerships, but they will
generdly provide investors with liquidity a lesst annually.
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Alternative Non-Marketable Invesments -

These investments are held through ether limited partnership or as direct
ownership interests. They include specid equity, mezzanine venture capitd,
ol and gas, red edtate and other investments that are privately held and which
are not registered for sde on public exchanges. In partnership form, these
investments require a commitment of capital for extended periods of time with
no liquidity. They adso generdly require an extended period of time to
achieve targeted investment levels.

Asset  Allocation Policy

The assat dlocation policy and ranges herein recognize that the Fund's return/risk profile can
be enhanced by diversifying the Fund's investments across different types of assets whose
returns are not closely correlated. The targets and ranges seek to protect the Fund againgt
both routine illiquidity in norma markets and extraordii illiquidity during a period of
extended  deflation.

The long-term asset dlocation policy for the Fund must recognize that the 5.5% red return
objective requires a high dlocation to broadly defined equities, including domestic,
international  stocks, and dternative equity investments, of 68% to 90%. The dlocation to
fixed income invesments should therefore not exceed 32% of the Fund.

The Boad deegates authority to UTIMCO to edtablish specific neutrd asset alocations and
ranges within the broad policy guidelines described above. UTIMCO may establish specific
asset dlocation targets and ranges for large and smal capitdization U. S. stocks, established
and emerging market internationdl stocks, marketable and non-marketable dternative equity
investments, and other asset classes as well as the specific performance objectives for each
asset class. Specific asset alocation policies shdl be decided by UTIMCO and reported to
the U. T. Board.

Performance  Measurement

The invesment performance of the Fund will be measured by an undfiliated organization,
with recognized expertise in this fidld and reporting responghility to the UTIMCO Board,
and compared againg the dtated investment benchmarks of the Fund. Such measurement will
occur & least annualy, and evauae the results of the totd Fund, mgor classes of investment
assts, and individud portfolios.

Investment  Guiddines

The Fund must be invested a dl times in drict compliance with applicable law. The primary
and congtant standard for making investment decisons is the “Prudent Person Rule”
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Invesment guidelines include the following:

General

All invesments will be U. S. dollar denominated assets unless held by an internd or
externd portfolio manager with discretion to invest in foreign currency denominated
Securities.

Investment policies of any unaffiliated liquid investment fund must be reviewed and
approved by the chief invesment officer prior to investment of Fund assets in such
liquid investment fund.

No securities may be purchased or held which jeopardize the Fund's tax exempt
status.

No investment Strategy or program may purchase securities on margin or use leverage
unless specificdly authorized by the UTIMCO Board.

No invesment drategy or program employing short sdes may be made unless
specificdly authorized by the UTIMCO Board.

The Fund may utilize Derivative Securities with the gpprovd of the UTIMCO Boad
to; @ dmulae the purchase or sde of an underlying market index while retaining a
cash baance for fund management purposes, b) to facilitate trading; c) to reduce
transaction codts; d) to seek higher investment returns when a Derivative Security is
priced more attractively than the underlying security; €) to index or to hedge risks
associated with Fund investments; or f) to adjust the market exposure of the asset
dlocation, including long and short srategies, provided thet; i) no leverage is
employed in the implementation of such Derivative purchases or sdes, ii) no more
than 5% of Fund assets are required as an initid margin deposit for such contracts; iii)
the Fund's investments in warrants shall not exceed more than 5% of the Fund's net
assets or 2% with respect to warrants not listed on the New York or American Stock
Exchanges. Notwithstanding the above, leverage drategies are permissble within the
dternaive equities investment class with the gpprova of the UTIMCO Board, if the
investment strategy is uncorrelated to the Fund as a whole, the manager has
demongtrated skill in the drategy, the strategy implements systematic risk control
techniques, value a risk measures, and pre-defined risk parameters.

Such Derivative Securities shdl be defined to be those instruments whose vaue 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.

UTIMCO dhdl atempt to minimize the risk of an imperfect correlaion between the
change in market vaue of the securities held by the Fund and the prices of Derivative
Security investments by investing in only those contracts whose behavior is expected
to resemble that of the Fund's underlying securities. UTIMCO dso shdl attempt to
minimize the risk of an illiquid secondary market for a Derivative Security contract
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and the resulting inability to close a postion prior to its maturity date by entering into
such transactions on an exchange with an active and liquid secondary market. The
net market vaue of exposure of Derivative Securities purchased or sold over the
counter may not represent more than 15% of the net assets of the Fund.

In the event that there are no Derivative Securities traded on a particular market index
such as MSCI EAFE, the Fund may utilize a compogite of other Derivative Security
contracts to smulate the performance of such index. UTIMCO shdl attempt to
reduce any tracking error from the low correlation of the sdlected Derivetive
Securities with its index by investing in contracts whose behavior is expected to
resemble that of the underlying securities.

UTIMCO shdl minimize the rik that a party will default on its payment obligation
under a Derivative Security agreement by entering into agreements that mark to
market no less frequently than monthly and where the counterparty is an investment
grade credit. UTIMCO dso shdl attempt to mitigate the risk that the Fund will not
be able to meet its obligation to the counterparty by investing the Fund in the specific
asset for which it is obligated to pay a return or by holding adequate short-term
Investments.

The Fund may be invested in foreign currency forward and foreign currency futures
contracts in order to maintain the same currency exposure as its respective index or to
protect againgt anticipated adverse changes in exchange rates among foreign
currencies and between foreign currencies and the U. S. dollar.

Cash and Cash Equivdents

Holdings of cash and cash equivdlents may include interna short term pooled investment

funds managed by UTIMCO.
Unaffiliated liquid investment funds must be approved by the chief investment
officer.
Commercid paper must be rated in the two highest quality classes by Moody's
Investors Service, Inc. (P1 or P2) or Standard & Poor's Corporation (Al or A2).
Negotidble certificates of depost must be with a bank that is associated with a
holding company meeting the cormnercid paper rating criteria pecified above or that
has a certificate. of depost rating of 1 or better by Duff& Phelps.
Bankers Acceptances must be guaranteed by an accepting bank with a minimum
certificate of depogt rating of 1 by Duff & Phelps.
Repurchase Agreements and Reverse Repurchase Agreements must be with a
domestic dedler sdlected by the Federd Reserve as a primary deder in U. S, Treasury
securities; or a bank that is associated with a holding company meeting the
commercid paper rating criteria specified above or tha has a certificate of deposit
rating of 1 or better by Duff & Phelps.
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Repurchase Agreements shal be collaterdized to 102% of ther market value marked
to market on a daly basis.

Reverse Repurchase Agreements and their coincident re-investment will be entered
into on a matched book basis. The re-investment vehicles for the matched book
transactions shall be the same Cash and Cash Equivdent instruments listed above.
The rules for trading Repurchase Agreements and Reverse Repurchase Agreements
sndl follow the Public Securities Association standard industry terms.

Mortgage Backed Securities (MBS) Dollar Rolls shdl be executed as maiched book
transactions in the same manner as Reverse Repurchase Agreements above. As
above, the rules for trading MBS Dollar Rolls shdl follow the Public Securities
Asocigtion standard industry  terms.

Fixed Income
Domestic Fixed Income

Holdinas of domedtic fixed income securities shall be limited to those securities &) issued by
or fully guaranteed by the U. S. Treasury: U. S. Government-Sponsored Enterprises, or U. S.
Government Agencies, and b) issued by corporations and municipaities. Within this overdl
[imitation:

Permissible securities for investment include the components of the Lehman
Brothers Aggregate Bond Index (LBAGG): investment grade government and
corporate securities, agency mortgage pass-through securities, and asset-backed
securities. These sectors are divided into more specific sub-indices; 1)
Government;  Treasury and Agency; 2) Corporate: Industrid, Finance, Utility, and
Yankee, 3) Mortgage-backed securiiess GNMA, FHLMC, and FNMA; and 4)
Assat-backed securities. In addition to the permissble securities listed above, the
following securities shdl be permissble & floaing rate securities with periodic
coupon changes in market rates issued by the same entities that are included in the
LBAGG as issuers of fixed rate securities; b) medium term notes issued by
investment grade corporations;, ¢) zero coupon bonds and stripped Treasury and
Agency securities created from coupon securities; and d) structured notes issued
by LBAGG qudified entities

« U.S Domedtic Bonds must be rated investment grade, Baa3 or better by Moody's
Investors Services, BBB+ by Standard & Poor’'s Corporation, or an equivaent
rating by a nationdly recognized rating agency a the time of acquisition.
Not more than 5% of the market value of domestic fixed income securities may be
invested in corporate and municipa bonds of a single issuer provided that such
bonds, at the time of purchase, are rated, not less than Baa or BBB, or the
equivaent, by any two nationaly-recognized rating services, such as Moody's
Investors Service, Standard & Poor’s Corporation, or Fitch Investors Service.
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Non-U.S. Fixed Income

Not more than 35% of the Fund's fixed income portfolio may be invested in non-
U. S dollar bonds. Not more than 15% of the Fund's fixed income portfolio may
be invested in bonds denominated in any one currency.

+ Non-dollar bond investments shal be redtricted to bonds rated equivdent to the
same credit standard as the U.S. Fixed Income Portfalio.
Not more than 7.5% of the Fund's fixed income portfolio may be invested in
Emerging Market debt.

o Internationad currency exposure may be hedged or unhedged a UTIMCO’s
discretion or delegated by UTIMCO to an externd investment manager.

Equities
|. The Fund shall:

A. hold no more than 25% of its equity securities in any one indudtry or industries (as
defined by the standard industry classification code and supplemented by other
relidble data sources) a market

B. hold no more than 5% of its equity securities in the securities of one corporation
a cost unless authorized by the chief investment officer.

Alterngtive  Assds

Invesments in dternative assets may be made through management contracts with
unaffilisted organizations (including but not limited to limited partnerships, truds, and joint
ventures) so long as such organizations.

. possess specidized investment  skills

1. possess full investment discretion subject to the management
agreement

V. ae managed by principds with a demonstrated record of
accomplisnment and performance in the investment strategy being

undertaken
V. dign the interest.9 of the investor group with the management as
closdy as posshle
VI.  chage fees and performance compensation which do not exceed prevailing indusiry

norms a the time the terms are negotiated.

Investments in dternaive assets dso may be made directly by UTIMCO in co-investment
transactions sponsored by and invested in by a management firm or partnership in which the
Fund has invested prior to the co-investment or in transactions sponsored by investment firms
well known to UTIMCO management, provided that such direct invesments shal not exceed
25% of the market value of the dternaive assets portfolio a the time of the direct

investment.
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Members of UTIMCO management, with the approvad of the UTIMCO Board, may serve as
directors of companies in which UTIMCO has directly invested Fund assets. In such event,
ay and al compensaion pad to UTIMCO management for their services as directors shdll
be endorsed over to UTIMCO and applied againgt UTIMCO management fees. Furthermore,
UTIMCO Boad approvd of UTIMCO management’s service as a director of an investee
company shal be conditioned upon the extenson of UTIMCO’s Directors and Officers
Insurance Policy coverage to UTIMCO management's service as a director of an investee
company.

Fund Didributions
The Fund shadl balance the needs and interests of present beneficiaries with those of the
future. Fund spending policy objectives shdl be to:

a) provide a predictable, stable stream of didributions over time

b) ensure that the inflation adjusted vaue of digtributions is maintained
over the long-term

c) ensure that the inflation adjusted vaue of Fund assets after
distributions is maintaned over the long-term.

The god is for the Fund's average spending rate over time not to exceed the Fund's average
annual investment return after inflation in order to preserve the purchasing power of Fund

digributions and underlying assets.

Pursuant to the Uniform Management of Ingtitutiona Funds Act, a governing board may
digtribute, for the uses and purposes for which the fund is established, the net redized
appreciation ‘'m the fan market value of the assets of an endowment fund over the historic
dollar vaue of the fund to the extent prudent under the standard provided by the Act. In
addition, income may be didributed for the purposes associated with the
endowments/foundations.

UTIMCO gshdl be responsible for edablishing the Fund's didtribution percentage and
determining the equivalent per unit rate for any given year. Unless otherwise edtablished by
UTIMCO and approved by the Board or prohibited by the Act, fund distributions shall be

based on the following criteria

The annual unit digribution amount shdl be adjusted annually based on the following
formula
A. Increase the prior year's per unit distribution amount (cents per unit) by the
average inflation rate (C.P.I.) for the previous twelve quarters. This will be the
per unit distribution amount for the next fiscal year. This amount may be rounded
to the nearest $.0005 per unit.
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B. If the inflationary increase in Step A. results in a digtribution rate below 3.5%,
(computed by teking the proposed didribution amount per unit divided by the
previous twelve quarter average market value price per unit) the UTIMCO Board,
a its sole discretion, may grant an increase in the distribution amount as long as
such increase does not result in a distribution rate of more than 4.5%.

C. If the distribution rate exceeds 5.5%, (computed by taking the proposed
distribution amount per unit divided by the previous twelve quarter average
market vaue price per unit) the UTIMCO Board at its sole discretion, may reduce
the per unit digtribution amount.

Notwithstanding any of the foregoing provisions, the Board of Regents may approve a per
unit digribution amount that, in their judgment, would be more appropriate than the rae
cdculated by the policy provisons.

Didributions from the Fund to the unitholders shall be made quarterly as soon as practicable
on or after the last business day of November, February, May, and August of each fiscd year.

Fund Accounting

The fiscd year of the Fund shal begin on September 1st and end on August 3 1st. Market
vaue of the Fund shal be mantained on an accrud basis in compliance with Financid
Accounting Standards Board Statements, Government Accounting Standards Board
Statements, or industry guidelines, whichever is applicable. Significant asset write-offs or
write-downs shal be approved by the chief investment officer and reported to the UTIMCO
Board.

Valuation of Assets

As of the close of business on the last business day of each month, UTIMCO shal determine
the fair market vaue of al Fund net assets and the net asset vaue per unit of the Fund. Such
vauation of Fund assets shall be based on the bank trust custody agreement in effect a the
date of vauation. Vaduation of dternative assets shdl be determined in accordance with the
UTIMCO Vaduation Criteria for Alternative Assets.

The far maket vaue of the Fund's net assets shdl include al related receivables and
payables of the Fund on the vauation date and the value of each unit thereof shdl be its
proportionate part of such net value. Such vauation shal be final and conclusive.

Purchase of Fund Units

Purchase of Fund units may be made on any quarterly purchase date (September 1, December
1, March I, and June 1 of each fisca year or the first business day subsequent thereto) upon
payment of cash to the Fund or contribution of assets approved by the chief investment
officer, a the net asset value per unit of the Fund as of the most recent quarterly valuation
date.
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In order to permit complete invesment of funds and to avoid fractional units, any purchase
amount will be. assigneda whole number of units in the Fund based on the appropriate per
unit value of the Fund. Any fractiona amount of purchase funds which exceeds the market
value of the units assigned will be transferred to the Fund but no units shal be issued. Each
fund whose monies are invested in the Fund shal own an undivided interest in the Fund in
the proportion that the number of units invested therein bears to the total number of dl units
comprisng the Fund.

Redemption of Fund Units

Redemption of Units shdl be paid in cash as soon as practicable after the quarterly vauation
date of the Fund. If the withdrawa is greater than $10 million, advance notice of 30 business
days shdl be required prior to the quarterly valuation date. If the withdrawal is for less than
$10 million, advance notice of five business days shal be required prior to the quarterly
vauation date. If the aggregate amount of redemptions requested on any redemption date is
equal to or greater than 10% of the Fund's net asset value, the Board may redeem the
requested units in ingtalments and on a pro-rata bass over a reasonable period of time that
takes into consideration the best interests of al Fund unitholders. Withdrawals from the
Fund shdl be at the market vaue price per unit determined for the period of the withdrawa
except as follows withdrawals to correct administrative errors shal be caculated a the per
unit value a the time the error occurred. To be consdered an adminisirative error, the
contribution shall have been invested in the Fund for a period less than or equa to one year
determined from the date of the contribution to the Fund. This provison does not apply to
transfer of units between endowment unitholders.

Securities Lending

The Fund may paticipate in a securities lending contract with a bank or nonbank Security
lending agent for ether short-term or long-term purposes of redizing additional income.
Loans of securities by the Fund shall be collateralized by cash, letters of credit, or securities
issued or guaranteed by the U. S. Government or its agencies. The collaterd will equa a
least 100% of the current market value of the loaned securities. The contract shall date
acceptable collateral for securities loaned, duties of the borrower, deivery of |oaned
securities and collateral, acceptable invesment of collaterd and indemnification provisions.
The contract may include other provisons as appropriate. The securities lending program
will be evduated from timeto-time as deemed necessary by the UTIMCO Board. Monthly
reports issued by the agent shal be reviewed by UTIMCO to insure compliance with contract
provisons.

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
consstent with the unique role and misson of higher education as well as for the economic
benefit of the Fund. Notwithstanding the above, the UTIMCO Boad shdl 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 tempora benefits for any purpose including use of its
economic power to advance socid or political purposes.

Amendment of Policy Statement
The Board of Regents reserves the right to amend the Investment Policy Statement as it
deems necessary or advisdble.

Effective Date
The effective date of this policy shal be February 12, 1998.
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THE UNIVERSITY OF TEXAS SYSTEM
SHORT/INTERMEDIATE TERM FUND
INVESTMENT POLICY STATEMENT

Purpose

The Short/Intermediate Term Fund (the “Fund’), was established by the Board of
Regents of The Univerdty of Texas System (the “U. T. Board) as a pooled fund for
the collective investment of operating funds and other short and intermediate term
funds held by U. T. Sysem component ingditutions and System Administration with
an investment horizon greater than one year.

Fund Organization

The Fund is organized as a mutud fund in which each digible account purchases and
redeems Fund units as provided herein. The ownership of Fund assets shall a all
times be vesed in the Board. Such assets shal be deemed to be held by the Board, as
a fiduciary, regardiess of the name in which the assets may be registered.

Fund Management

Ultimate fiduciary responsibility for the Fund rests with the Board. Section 163 of
the Property Code authorizes 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 the invetment of the Fund. The Fund shal be governed through The
Universty of Texas Investment Management Company (“UTIMCO’) which shah @)
recommend investment policy for the Fund, b) determine specific asset dlocation
targets, ranges and performance benchmarks consistent with Fund objectives, and c)
monitor Fund performance against Fund objectives. UTIMCO shdl invest the Fund
assets in conformity with investment policy.

Unaffiliated investment managers may be hued by UTIMCO to improve the Fund's
return and risk characteristics. Such managers shdl have complete investment
discretion unless redtricted by the terms of their management contracts. Managers
shdl be monitored for performance and adherence to investment disciplines,

Fund  Administration

UTIMCO or its agent shdl employ an adminidrative staffto ensure tha al
transaction and accounting records are complete and prepared on a timely basis.
Interna controls shah be emphasized so as to provide for responsible separation of
duties and adequacy of an audit trail. Custody of Fund assets shal comply with
goplicable lav and be dructured so as to provide essentid safekeeping and trading
efficiency.
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Funds Eligible to Purchase Fund Units
No fund shal be eligible to purchase units of the Fund unless it is under the sole
control, with full discretion as to investments, by the Board and/or UTIMCO.

Any fund whose governing instrument contains provisions which conflict with this
Policy Statement, whether initidly or as a result of amendments to either document,
shall not be eligible to purchase or hold units of the Fund.

The funds of a foundation which is structured as a supporting organization described
in Section 509(a) of the Interna Revenue Code of 1986 which supports the activities
of the U. T. System and its component institutions, may purchase units in the Fund

provided

Fund

A.

o O

the purchase of Fund units by foundation funds is approved by the
chief investment officer

dl members of the foundation's governing board are aso members of
the Board

the foundation has the same fiscal year as the Fund

a contract between the Board and the foundation has been executed
authorizing investment of foundation funds in the Fund

no officer of such foundation, other than members of the Board, the
Chancellor, the chief investment officer or his or her delegate shall
have any control over the management of the Fund other than to
request purchase and redemption of Fund units.

Investment Objectives

The primary investment objective shall be to provide both income through investment
in high grade fixed income and floating rate obligations and capital appreciation when
consistent with income generation, reasonable preservation of capitd and
maintenance of adequate Fund liquidity. In seeking to achieve its objectives, the
Fund shal attempt to minimize the probability of a negative tota return over a one-
year period. Within the exposure limits contained herein, investments shal be
diversified among authorized asset classes and issuers (excluding the U. S.
Government) in order to minimize portfolio risk for a given level of expected return.

Achievement of this objective shall be defined by a fund return in excess of the Policy
Portfolio benchmark and the average return of the median manager of the
MormingStar universe of government bond funds restricted to an average maturity of
less than or equa to three years. The Policy Portfolio benchmark will be established
by UTIMCO and will be comprised of a blend of asset class indices weighted to
reflect Fund asset alocation policy targets.
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Asset Allocation

Asst dlocation is the primary determinant of investment performance and subject to
the asset dlocation ranges specified herein is the responsibility of UTIMCO. Specific
asset dlocation targets may be changed from time to time based on the economic and
invesment  outlook.

Fund assets shdl be dlocated among the following broad asset classes based upon
thelr individual return/risk characteristics and relaionships to other asset classes:

1. Cash and Cash Equivdents = are highly reliable in protecting the purchasing
power of current income sSreams but higtorically have not provided a reliable
return in excess of inflation. Cash equivaents provide the best combination of
income and liquidity under both deflation and inflation conditions.

2. Fixed Income Investments - offer predictable income streams without the
remarketing risk often associated with cash and cash equivaents.

3. Hoating rate securities - offer protection from unanticipated inflationary
Pressures.

Asset  Allocation  Policy

The asset dlocation policy and ranges herein seek to protect the Fund againgt
illiquidity in both norma and extraordinary markets.

The Board delegates authority to UTIMCO to edablish specific asset alocation
targets and ranges within the broad policy guidelines described above. UTIMCO may
establish specific asset dlocation targets and ranges for or within the asset classes
listed above as well as the specific performance objectives for each asset class.
Specific assat dlocation policies shal be decided by UTIMCO and reported to the
Board.

Performance Measurement

The invetment performance of the Fund will be measured by an unaffiliated
organization, with recognized expertise in this fild and reporting responghility to the
UTIMCO Board, and compared againgt the stated investment objectives of the Fund.
Such measurement will occur at least annually, and evaluate the results of the tota
Fund, maor classes of investment assets, and individua portfolios.

Investment Guidelines

The Fund must be invested a dl times in drict compliance with applicable law. The
primary and constant standard for making investment decisons is the “Prudent Person
Rule”



Investment guideines include the following:

General
: All invesments will be U. S. dollar denominated assets unless held by an
interna or externa portfolio manager with discretion to invest in foreign
currency denominated  securities.

Investment policies of any unaffiliated liquid investment fund must be
reviewed and gpproved by the chief investment officer prior to investment of
Fund assts in such liquid investment fund.

No securities may be purchased or held which would jeopardize the Fund's
tax-exempt  Status.

No invesment strategy or program may purchase securities on margin or use
leverage unless specificdly authorized by the UTIMCO Board.

No investment drategy or program employing short sdes may be made unless
secificdly authorized by the UTIMCO Board.

The Fund may utilize Derivative Securities with the approva of the UTIMCO
Board to; @ smulate the purchase or sde of an underlying market index while
retaining a cash baance for fund management purposes, b) to facilitate
trading; c) to reduce transaction codts, d) to seek higher investment returns
when a Derivative Security is priced more atractively than the underlying
security; €) to index or to hedge risks associated with Fund investments; or f)
to adjust the market exposure of the asset alocation, including long and short
drategies, provided that; i) no leverage is employed in the implementation of
such Derivative purchases or sdes; ii) no more than 5% of Fund assets are
required as an initid margin depogt for such contracts; iii) the Fund's
investments in warrants shal not exceed more than 5% of the Fund's net
assets or 2% with respect to warrants not listed on the New York or American
Stock  Exchanges.

Such Derivative Securities shall be defined to be those instruments whose
vaue 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.

UTIMCO dhdl atempt to minimize the risk of an imperfect correlation
between the change in market vaue of the securities held by the Fund and the
prices of Derivative Security investments by investing in only those contracts
whose behavior is expected to resemble that of the Fund's underlying
securities. UTIMCO dso shdl atempt to minimize the risk of an illiquid
secondary market for a Derivative Security contract and the resulting inability
to close a podtion prior to its maturity date by entering into such transactions
on an exchange with an active and liquid secondary market. The net market
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value of exposure of Derivative Securities purchased or sold over the counter
may not represent more than 15% of the net assets of the Fund.

In the event that there are no Derivative Securities traded on a paticular
market index, the Fund may utilize a composte of other Derivative Security
contracts to smulate the performance of such index. UTIMCO shdl attempt
to reduce any tracking error from the low correlation of the selected
Derivative Securities with its index by investing in contracts whose behavior
IS expected to resemble that of the underlying securities.

UTIMCO shdl minimize the risk that a party will default on its payment
obligation under a Derivative Security agreement by entering into agreements
that mark to market no less frequently than monthly and where the
counterparty is an investment grade credit. UTIMCO dso shdl atempt to
mitigate the risk that the Fund will not be able to meet its obligation to the
counterparty by investing the Fund in the specific asset for which it is
obligated to pay a return or by holding adequate short-term investments.

The Fund may be invested in foreign currency forward and foreign currency
futures contracts in order to maintain the same currency exposure as its
respective index or to protect againgt anticipated adverse changes in exchange
rates among foreign currencies and between foreign currencies and the U. S.
dollar.

The option adjusted duration of the portfolio shal be not less than one and not
more than four years unless gpproved in advance by the UTIMCO Board.

Cash and Cash Equivdents

Holdings of cash and cash equivdents may include interna short term pooled

invesment funds managed by UTIMCO.

- Unaffiliated liquid investment funds must be approved by the chief investment
officer.
Commercid paper must be rated in the two highest quaity classes by
Moody’s Investors Service, Inc. (Pl or P2) or Standard & Poor's Corporation
(Al or A2).
Negotiable certificates of depost must be with a bank that is associated with a
holding company meeting the commercid 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
minimmn certificate of depogt rating of 1 by Duff& Phelps.
Repurchase Agreements and Reverse Repurchase Agreements must be with a
domestic deder sdected by the Federal Resarve as a primary deder in U. S
Treasury securities, or a bank that is associated with a holding company
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meeting the commercid paper rating criteria specified above or that has a
certificate of depogit rating of 1 or better by Duff& Phelps.

Fixed Income

Holdings of domestic fixed income securities shadl be limited to those securities
issued by or fully guaranteed by the U. S. Treasury, U. S. Government-Sponsored
Enterprises, or U. S. Government Agencies.

Fund Disributions
Digtributions of income from the Fund to the unitholders shal be made as soon as
practicable on or &fter the last day of each month.

Fund  Accounting

The fisca year of the Fund shal begin on September 1 st and end on August 3 1 st.
Market vaue of the Fund shdl be mantained on an accrud basis in compliance with
Financid Accounting Standards Board Statements, Government  Accounting
Standards Board Statements, or indusiry guidelines, whichever is applicable.
Significant asset write-offs or write-downs shall be approved by the chief investment
officer and reported to the UTIMCO Board.

Valuation of Assets

UTIMCO shdl determine the fair market value of al Fund net assets and the net asset
vaue per unit of the Fund no less than once a week and on the last business day of
each month. Such valuaion of Fund assets shal be based on the bank trust custody
agreement in effect a the date of vauation.

The far market vaue of the Fund's net assets shdl include dl related receivables and
payables of the Fund on the vauation date and the vaue of each unit thereof shal be
its proportionate part of such net value. Such vauation shdl be find and conclusve.

Purchase of Fund Units

Purchase of Fund units may be made no less than once a week and on the last
business day of each month upon payment of cash to the Fund or contribution of
assets gpproved by the chief investment officer, at the net asset vaue per unit of the
Fund as of the most recent weekly or end of month valuation date.

Each fund whose monies are invested in the Fund shal own an undivided interest in

the Fund in the proportion that the number of units invested therein bears to the totd
number of dl units comprising the Fund.
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Redemption of Fund Units
Redemption of Units shall be paid in cash as soon as practicable after the most recent
weekly or end of month valuation date of the Fund.

Securities Lending
The Fund may not participate in a securities lending contract with a bank or nonbank
security lending  agent.

Investor Responsibility

The UTIMCO Board shdl discharge its fiduciary duties with respect to the Fund
soldy in the interest of Fund unitholders and shal not invest the Fund so as to
achieve temporal benefits for any purpose including use of its economic power to
advance socia or political purposes.

Amendment of Policy Statement
The Board of Regents reserves the right to amend the Investment Policy Statement as
it deems necessary or advisable.

Effective Date
The effective date of this policy shal be February 12, 1998.
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THE UNIVERSITY OF TEXAS SYSTEM
SHORT TERM FUND
INVESTMENT POLICY STATEMENT

Purpose

ThepShort Term Fund (the “Fund”) was established by the Board of Regents of The
Univergty of Texas System (the "U. T. Board’) as a pooled fund for the collective
investment of operating funds and other short and intermediate term funds held by
U. T. Sysem component inditutions and System Administration with an investment
horizon less than one year.

Fund Organization

The Fund is organized as a mutud fund in which each digible account purchases and
redeems Fund units as provided herein. The ownership of Fund assets shall a ail
times be vested in the Board. Such assets shal be deemed to be held by the Board, as
a fiduciary, regardiess of the name in which the assets may be registered.

Fund Management

Ultimate fiduciary respongibility for the Fund rests with the Board. Section 163 of
the Property Code authorizes 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 the invesment of the Fund. The Fund shdl be governed through The
Universty of Texas Investment Management Company (“UTIMCO") which shdl @)
recommend investment policy for the Fund, b) determine specific asset alocation
targets, ranges and performance benchmarks consistent with Fund objectives, and c)
monitor Fund performance againgt Fund objectives. UTIMCO shdl invest the Fund
assets in conformity with investment policy.

Unaffiliated investment managers may be hired by UTIMCO to improve the Fund's
return and risk characteristics. Such managers shal have complete investment
discretion unless restricted by the terms of their management contracts. Managers
shdl be monitored for performance and adherence to investment disciplines.

Fund Administration

UTIMCO or its agent shdl employ an adminidrative staffto ensure tha al
transaction and accounting records are complete and prepared on a timely basis.
Interna controls shal be emphasized so as to provide for responsible separation of
duties and adequacy of an audit tral. Custody of Fund assets shal comply with
goplicable lav and be dructured so as to provide essentid safekeeping and trading
efficiency.
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Funds Eligible to Purchase Fund Units
No fund shal be eligible to purchase units of the Fund unless it is under the sole
control, with full discretion as to investments, by the Board and/or UTIMCO.

Any fund whose governing instrument contains provisions which conflict with this
Policy Statement, whether initidly or as a result of amendments to either document,
shal not be eligible to purchase or hold units of the Fund.

The funds of a foundation which is structured as a supporting organization described
in Section 509(a) of the Interna Revenue Code of 1986 which supports the activities
of the U. T. System and its component institutions, may purchase units in the Fund
provided that:

A. the purchase of Fund units by foundation funds is approved by the
chief investment officer

B. al members of the foundation's governing board are aso members of
the Board

C. the foundation has the same fiscal year as the Fund

D. a contract between the Board and the foundation has been executed
authorizing investment of foundation funds in the Fund

E. no officer of such foundation, other than members of the Board, the

Chancellor, the chief invesment officer or his or her delegate shall
have any control over the management of the Fund other than to
request purchase and redemption of Fund units.

Fund Investment Objectives

The primary investment objective shal be to maximize current income consistent
with the absolute preservation of capital and maintenance of adequate Fund liquidity.
The Fund shall seek to maintain a net asset value of $1 .OO.

Achievement of this objective shal be defined as a fund return in excess of the
average gross return of the median manager of the Donoghue’'s universe of
ingtitutional only money market funds.

Asset Allocation

Asset dlocation is the primary determinant of investment performance and subject to
the asset dlocation ranges specified herein is the responsibility of UTIMCO. Specific
asset dlocation targets may be changed from time to time based on the economic and
investment  outlook.
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Fund assets shdll be dlocated among the following broad asset class

Cash and Cash Equivdents - are highly reiable in protecting the purchasing power of
current income streams but historicdly have not provided a relidble return in excess
of inflation. Cash equivdents provide the best combinaion of income and liquidity
under both deflation and inflation conditions.

Performance Measurement

The investment performance of the Fund will be measured by an unaffiliated
organization, with recognized expertise in this field and reporting responsibility to the
UTIMCO Boad, and compared againgt the stated investment objectives of the Fund.
Such measurement will occur & least annually, and evaluate the results of the totd
Fund, maor classes of investment assets, and individua portfolios.

Investment  Guidelines

The Fund must be invested a al times in srict compliance with gpplicable law. The
primary and constant standard for making investment decisons is the “Prudent Person
Rule”

Investment guidelines include the following:

General
: All' invesments will be U. S dollar denominated assets.

Investment policies of any unaffiliated liquid invesment fund must be
reviewed and approved by the chief investment officer prior to investment of
Fund assets in such liquid investment fund.

No securities may be purchased or held which would jeopardize the Fund's
tax-exempt  gtatus.

No investment strategy or program may purchase securities on margin or use
leverage unless specificdly authorized by the UTIMCO Board.

No invesment strategy or program employing short sdes may be made unless
specificaly authorized by the UTIMCO Board.

The Fund may utilize Derivative Securities with the gpprovd of the UTIMCO
Board to; @ smulae the purchase or sde of an underlying market index while
retaining a cash baance for fund management purposes, b) to facilitate
trading;

C) to greduce transaction costs; d) to seek higher investment returns when a
Derivative Security is priced more attractively than the underlying security; €)
to index or to hedge risks associated with Fund investments; or f) to adjust the
market exposure of the asset dlocation, including long and short Strategies,
provided that; i) no leverage is employed in the implementation of such
Derivative purchases or sdes; ii) no more than 5% of Fund assets are required
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as an initid margin deposit for such contacts; iii) the Fund's investments in
warrants shall not exceed more than 5% of the Fund's net assets or 2% with
respect to warrants not listed on the New York or American Stock Exchanges.
Such Derivative Securities shal be defmed to be those indruments whose
vaue is derived, in whole or part, from the value of any one or more
underlying assats, 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.

UTIMCO dhdl atempt to minimize the risk of an imperfect correation
between the change in market value of the securities held by the Fund and the
prices of Derivative Security investments by investing in only those contracts
whose behavior is expected to resemble tha of the Fund's underlying
securities. UTIMCO dso shdl attempt to minimize the risk of an illiquid
secondary market for a Derivative Security contract and the resulting inability
to close a postion prior to its maturity date by entering into such transactions
on an exchange with an active and liquid secondary market. Derivative
Securities purchased or sold over the counter may not represent more than
15% of the net assets of the Fund.

In the event that there are no Derivative Securities traded on a particular
market index, the Fund may utilize a composte of other Derivative Security
contracts to smulate the performance of such index. UTIMCO dhdl atempt
to reduce any tracking error from the low correlaion of the selected
Derivative Securities with its index by investing in contracts whose behavior
is expected to resemble that of the underlying securities.

UTIMCO gshdl minimize the risk that a party will default on its payment
obligation under a Derivative Security agreement by entering into agreements
that mark to market no less frequently than monthly and where the
counterparty is an investment grade credit. UTIMCO dso sndl atempt to
mitigate the risk that the Fund will not be able to meet its obligation to the
counterparty by investing the Fund in the specific asset for which it is
obligated to pay a return or by holding adequate short-term investments.

The Fund may be invested in foreign currency forward and foreign currency
futures contracts in order to maintain the same currency exposure as its
respective index or to protect against anticipated adverse changes in exchange
rates among foreign currencies and between foreign currencies and the U. S.
dollar.

The weighted average maturity of the portfolio shall not be more than 90 days.
Individua securities shdl have a remaining maturity not longer than 397 days.
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Cash and Cash Equivdents

Unaffiliated liquid investment funds must be approved by the chief investment
officer.

Commercid paper must be rated in the two highest quaity classes by

Moody’s Investors Service, Inc. (P or P2) or Standard & Poor's Corporation
(Al or A2).

Negotiable certificates of depost must be with a bank that is associated with a
holding company meeting the commercid 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 depost rating of 1 by Duff & Phelps.

Repurchase Agreements and Reverse Repurchase Agreements must be with a
domestic deder sdected by the Federd Reserve as a primary deder 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 weighted average maturity of the portfolio shal be not be more than 90
days. Individud securities shdl have a remaning maturity not longer than
397 days. The maturity of a portfolio security shadl be deemed to be the
period remaining (calculated from the trade date or such other date on which
the Fund's interest in the security is subject to market action) until the date
noted on the face of the security as the date on which the principa amount
must be pad, or in the case of a security called for redemption, the date on
which the redemption payment must be made, except that @) a vaiable rate
security, the principal amount of which is scheduled on the face of the security
to be pad in 397 days or less, shal be deemed to have a maturity equa to the
period remaining until the next readjusment of the interest rate; b) a variable
rate security that is subject to a demand feature shall be deemed to have a
maturity equa to the longer of the period remaining until the next

readjusment of the interest rate or the period remaining until the principa
amount can be recovered through demand, c) a floating rate security that is
subject to a demand feature shal be deemed to have a maturity equa to the
period remaining until the principd amount can be recovered through demand;
d) a repurchase agreement shal be deemed to have a maturity equa to the
period remaning until the date on which the repurchase of the underlying
securities is scheduled to occur, or, where no date is specified, but the
agreement is subject to a demand, the notice period applicable to a demand for
the repurchase of the securities. A demand feature shall mean a put that
entitles the holder to recelve the principd amount of the underlying security or
securities and that may be exercised ether a any time on no more than 30
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days notice or a specified intervals not exceeding 397 days and upon no more
than 30 days notice.

Fund Distributions
Digributions of income from the Fund to the unitholders shdl be made as soon as
practicable on or after the last day of each month.

Fund Accounting

The fisca year of the Fund shall begin on September 1st and end on August 3 1 &.
Market vaue of the Fund shal be mantained on an accrud basis in compliance with
Financid Accounting Standards Board Statements, Government  Accounting
Standards Board Statements, or indusiry guidelines, whichever is applicable.
Significant asset write-offs or write-downs shal be approved by the chief investment
officer and reported to the UTIMCO Board.

Valuation of Assets

As of the close of business on each business day, UTIMCO shdl determine the far
market value of dl Fund net assats. Such vauation of Fund assets shal be based on
the bank trust custody agreement in effect at the date of vauation.

The far maket vaue of the Fund's net assets shdl include dl related recelvables and
payables of the Fund on the vauaion date and the vaue of each unit thereof shall be
its proportionate part of such net value. Such vauation shal be find and conclusive.

Purchase of Fund Units

Purchase of Fund units may be made on each business day upon payment of cash to
the Fund or contribution of assets approved by the chief investment officer, a $1 .00
per unit of the Fund as of the mogt recent vauation date.

Each fund whose monies are invested in the Fund shadl own an undivided interest in
the Fund in the proportion that the number of units invested therein bears to the totd
number of dl units comprisng the Fund.

Redemption of Fund Units
Redemption of Units may be made on each business day a $1 .00 per unit.

Securities Lending

The Fund may not participate in a securities lending contract with a bank or nonbank
security  lending  agent.
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Investor Responsibility

The UTIMCO Boad shal discharge its fiduciary duties with respect to the Fund
soldy in the interest of Fund unitholders and shdl not invest the Fund so as to
achieve tempora benefits for any purpose, including use of its economic power to
advance socid or politica purposes.

Amendment of Policy Statement
The Board of Regents reserves the right to amend the Investment Policy Statement as
it deems necessary or advisable.

Effective Date
The effective date of this policy shal be February 12, 1998.

- 75 =



THE UNIVERSITY OF TEXAS SYSTEM
SEPARATELY INVESTED ENDOWMENT, TRUST, AND OTHER
ACCOUNTS INVESTMENT POLICY STATEMENT

Purpose

The IDSeparately Invested Endowment, Trust, and Other Accounts are Accounts
established in the name of the Board of Regents of The Universty of Texas System
(the “Board”) as trustee, and are Accounts which are not invested in one of the pooled
investment vehicles. These Accounts are not invested in the pooled investment
vehicle because &) they are charitable trusts, b) of investment restrictions incorporated
into the endowment document; ¢) of inability to sell the gifted investment asset; or d)
they are assets being migrated upon liquidation into a pooled investment vehicle.

Investment Management

Ultimate fiduciary responsibility for the assets of the Accounts rests with the Board.
Section 163 of the Property Code authorizes 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 the investment of the indtitutiona assets for the Account
(endowment and operating accounts). The gpplicable trust instrument will goply to
the management of trust investments. The assets for the Account shall be governed
through The Universty of Texas Invesment Management Company (“UTIMCO”)
which shal & recommend investment policy for the Accounts, b) determine specific
asset dlocation targets, ranges and performance benchmarks consistent with the
Account objectives, and if appropriate ¢) monitor the Account's performance against
Account objectives. UTIMCO shal invest the Account's assets in conformity with
investment  policy.

Unaffiliated investment managers may be hired by UTIMCO to improve the
Account’s return and risk characteristics. Such managers shall have complete
investment discretion unless restricted by the terms of their management contracts.

Managers shal be monitored for performance and adherence to investment
disciplines.

Account  Adminigtration

UTIMCO dhdl employ an adminidrétive staffto ensure that al transaction and
Accounting records are complete and prepared on a timely basis. Interna  controls
shdl be emphasized so as to provide for responsble separation of duties and
adequacy of an audit tral. Custody of assets in the Account shal comply with
applicable lav and be dructured so as to provide essentiad safekeeping and trading
efficiency.
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Investment Objectives

Endowment Accounts-The primary investment objective shal be to invest the
Account in assets that comply with the terms of the gpplicable endowment agreement,
taking into condderation the invesment time horizon of the Account.

Trust Accounts-Trust Accounts are defined as either Foundation Accounts or
Charitable Trusts (Chaitable Remainder Unitrusts (CRUT), Chaitable Remainder
Annuity Trugts (CRAT), Pooled Income Funds (PIF), Charitable Trusts (CT), or
Charitable Lead Trusts (CLT)). The Board recognizes that the investment objective
of a trust is dependent on the terms and conditions as defined in the trust document of
each trust. The conditions that will affect the investment drategy are @) the trust
payout provisons, b) the ages of the income beneficiaries; c) the ability to sdl the
gifted assets that were contributed to the trust; d) and consderation to investment
preferences of the income beneficiaries. Taking these conditions into consideration,
the fundamental investment objectives of the trust will be to generate a low to
moderate growth in trust principal and to provide adequate liquidity in order to meet
the payout provisons of the trust.

Operating Accounts These are separately invested securities of component
ingtitutions operating funds that were purchased prior to the creation of the S/ITF.
These securities are guaranteed by the government or federally sponsored agencies.
Once these securities mature, the component ingditutions have the option to invest
them in one of the pooled investment fund vehicles.

Asset Allocation

Asset dlocation is the primary determinant of investment performance and subject to
the asset dlocation ranges specified by UTIMCO. Specific asset dlocation targets
may be changed from time to time based on the economic and investment outlook.

If appropriate, the Account's assets shall be dlocated among the following broad
asset classes based upon their individud return/risk characteristics and relationships
to other asset classes:

1. Cash Equivdents - ae highly religble in protecting the purchesing power of
current income Streams but higoricaly have not provided a reliable return in
excess of inflation. Cash equivalents provide good liquidity under both
deflation and inflation conditions,

2. Fixed Income Investments - offer the best protection for hedging againg the
threat of deflation by providing a dependable and predictable source of
income for the Account. Such bonds should be high quadity, with reasonable
cdl protection in order to ensure the generation of current income and



presarvation of nominal capitd even during periods of severe economic
contraction. This classfication shdl include fixed income mutua funds.

3. Equities - provide both current income and growth of income, but their
principd purpose is to provide appreciation for the Account. Historicaly,
returns for equities have been higher than for bonds over al extended periods.
Therefore, equities represent the best chance of preserving the purchasing
power of the Account. This classfication shal include equity mutua funds.

Vaiable Annuitiess These are insurance contracts purchased on the life or lives of the
income beneficiaries and for which the funds underlying the contract are invested in
various mutua funds which offer diversfication of the Account’s assets. These
contracts offer some downsde market risk protection in case of the income
beneficiary’s death in the early years of the contract. These investment assets are
only appropriate for the charitable remainder trusts.

Asset Allocation Policy

The asst dlocaion policy and ranges for each trust or endowment herein is
dependent on the terms and conditions of the endowment or trust document. If
possible, the Account's assets shal be diversfied among different types of assets
whose returns are.not closely corrdlated in order to enhance the return/risk profile of
the Account.

The Board delegates authority to UTIMCO to edtablish specific asset dlocation
targets and ranges for each trust or endowment Account.

Performance Measurement
The invesment performance of the actively managed Accounts, where cost effective,
will be caculated and evauated annually.

Investment  Guidelines

The Accounts must be invested a al times in drict compliance with applicable law.
The primary and congtant standard for making investment decisions is the “Prudent
Person  Rule”

Invesment guideines include the following:

General
All' invesments will be U. 8. dollar denominated assets unless held by an
internal or externa portfolio manager with discretion to invest in foreign
currency denominated  securities.
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Investment policies of any unaffiliated liquid invesment Fund must be
reviewed and approved by the chief investment officer prior to investment of
Account’s assts in such liquid investment Fund.

No securities may be purchased or held which would jeopardize, if applicable,
the Account's tax-exempt gtatus.

No investment strategy or program may purchase securities on margin or use
leverage unless specificdly authorized by the UTIMCO Board.

No investment dSrategy or program employing short sdles may be made unless
secificdly authorized by the UTIMCO Board.

The Fund may utilize Derivative Securities with the gpprovd of the UTIMCO
Boad to; & dmulate the purchase or sde of an underlying market index while
retaning a cash balance for fund management purposes, b) to facilitate
trading; C) to reduce transaction costs; d) to seek higher investment returns
when a Derivative Security is priced more attractively than the underlying
security; €) to index or to hedge risks associated with Fund investments; or f)
to adjust the market exposure of the asset dlocation, including long and short
drategies, provided that; i) no leverage is employed in the implementation of
such Derivative purchases or sdes; ii) no more than 5% of Fund assets are
required as an initid margin depost for such contracts; iii) the Fund's
investments in warrants shall not exceed more than 5% of the Fund's net
assets or 2% with respect to warrants not listed on the New York or American
Stock  Exchanges.

Such Derivative Securities shall be defined to be those instruments whose
vaue is derived, in whole or pat, 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.

UTIMCO ghdl atempt to minimize the risk of an imperfect correlation
between the change in market value of the securities held by the Fund and the
prices of Derivative Security investments by investing in only those contracts
whose behavior is expected to resemble that of the Fund's underlying
securities. UTIMCO dso shdl dtempt to minimize the risk of an illiquid
secondary market for a Derivative Security contract and the resulting inability
to close a postion prior to its maturity date by entering into such transactions
on an exchange with an active and liquid secondary market. The net market
value of exposure of Derivative Securities purchased or sold over the counter
may not represent more than 15% of the net assets of the Fund.

In the event that there are no Derivative Securities traded on a particular

market index, the Fund may utilize a composite of other Derivaive Security
contracts to simulate the performance of such index. UTIMCO ghdl attempt
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to reduce any tracking error from the low correlation of the selected
Derivative Securities with its index by investing in contracts whose behavior
IS expected to resemble that of the underlying securities.

UTIMCO ghdl minimize the risk that a party will default on its payment
obligation under a Derivative Security agreement by entering into agreements
that mark to market no less frequently than monthly and where the
counterparty is an investment grade credit. UTIMCQ dso shdl atempt to
mitigate the risk tha the Fund will not be able to meet its obligation to the
counterparty by investing the Fund in the specific asset for which it is
obligated to pay a return or by holding adequate short-term investments.

The Fund may be invested in foreign currency forward and foreign currency
futures contracts in order to maintain the same currency exposure as its
respective index or to protect againgt anticipated adverse changes in exchange
rates among foreign currencies and between foreign currencies and the U. S
dollar.

Cash and Cash Equivdents

Holdings of cash and cash equivalents may include internd short term pooled
invesment funds manaced by UTIMCO.

Uneffiliated liquid investment funds must be approved by the chief investment
officer.

Commercid paper must be rated in the two highest quaity classes by

Moody’s Investors Service, Inc. (Pl or P2) or Standard & Poor's Corporation
(Al or A2).

Negotiable certificates of depost must be with a bank that is associated with a
holding company meeting the commercial paper rating criteria pecified above
or that has a certificate of depost 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
domedtic deder sdlected by the Federal Reserve as a primary deder in U. S.
Treasury securities, or a bank that is associated with a holding company
meeting the commercid paper rating criteria specified above or that has a
certificate of depost rating of 1 or better by Duff& Phelps.

Repurchase Agreements shal be collateralized to 102% of ther market vaue
marked to market on a daly bass.

Reverse Repurchase Agreements and thelr coincident re-investment will be
entered into on a matched book bass. The re-investment vehicles for the
matched book transactions shal be the same Cash and Cash Equivaent
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indruments listed above. The rules for tradiig Repurchase Agreements and
Reverse Repurchase Agreements shdl follow the Public Securities
Association standard industry  terms.

Mortgage Backed Securities (MBS) Dollar Rolls shdl be executed as matched
book transactions in the same manner as Reverse Repurchase Agreements
above. As above, the rules for trading MBS Dollar Rolls shal follow the
Public Securities Associgtion standard industry terms.

Fixed Income
Domestic Fixed Income

Holdings of domestic fixed income securities shdl be limited to those securities &)
issued by or fully guaranteed by the U. S. Treasury, U. S. Government-Sponsored
Enterprises, or U. S. Government Agencies, and b) issued by corporations and
municipdities.  Within  this overdl limitation:

Permissible securities for investment include the components of the
Lehman Brothes Aggregate Bond Index (LBAGG): invesment grade
government and corporate Securities, agency mortgage pass-through
securities, and asset-backed securities. These sectors are divided into
more specific sub-indices; 1) Government: Treasury and Agency; 2)
Corporate: Indudtrid, Finance, Utility, and Yankee, 3) Mortgage-backed
securities GNMA, FHLMC, and FNMA; and 4) Asset-backed securities.
In addition to the permissble securities liged above, the following
securities shal be permissble @ floating rate securities with periodic
coupon changes in market rates issued by the same entities that are
included in the LBAGG as isuers of fixed rate securities; b) medium term
notes issued by investment grade corporations, ) zero coupon bonds and
sripped Treasury and Agency securities created from coupon securities,
and d) dructured notes issued by LBAGG qudified entities.

U.S. Domestic Bonds must be rated investment grade, Baa3 or better by
Moody's Investors Services, BBB+ by Standard & Poor's Corporation, or
an equivdent raing by a nationdly recognized rating agency a the time of
acquigtion.

Not more than 5% of the market value of domestic fixed income securities
may be invested in corporate and municipad bonds of a single issuer
provided that such bonds, at the time of purchase, are rated, not less than
Baa or BBB, or the equivaent, by any two nationdly-recognized rating
services, such as Moody's Investors Service, Standard & Poor’s
Corporation, Fitch Investors Service.

Non-U.S. Fixed Income

Not more than 35% of the Funds fixed income portfolio mav be invested
in non-U. S. dollar bonds. Not more than 15% of the Fund's fixed income
portfolio may be invested in bonds denominated in any one currency.
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Non-dollar bond invesments shall be redtricted to bonds rated equivaent
to the'same credit standard as the U.S. Fixed Income Portfalio.

« Not more than 7.5% of the Fund's fixed income portfolio may be invested
in Emerging Market deht.

+ International currency exposure may be hedged or unhedged at
UTIMCQ’s discretion or delegated by UTIMCO to an externd investment
manager.

Distributions

Digributions of income or amounts from the Accounts to the beneficiaries shall be
made as soon as practicable, either &) based on the terms of the trust instrument; b)
following the fiscd quarter end for endowments, c) on or after the last day of the
month for operating Accounts.

Accounting

The fiscal year of the Accounts shal begin on September 1 & and end on August 3 1 4.
Trusts will dso have a tax year end which may be different than August 3 1 & Market
vaue of the Accounts shdl be maintained on an accrud bass in compliance with
Financid Accounting Standards Board Statements, Government  Accounting
Standards Board Statements, industry guidelines, or federa income tax laws,
whichever is applicable. Significant asset write-offs or write-downs shal be
approved by the chief invesment officer and reported to the UTIMCO Board.

Valuation of Assets

As of the close of busness for each month, UTIMCO shadl determine the fair market
vaue of al assts in the Accounts. Such vauation of assets shal be based on the
bank trust custody agreement in effect or other externa source if not held in the bank
custody account at the date of vauation.

Securities Lending

The Account may participate in a securities lending contract with a bank or nonbank
security lending agent for ether short-term or long-term purposes of redlizing
additiond income. Loans of securities by the Accounts shdl be collaterdized by
cash, letters of credit or securities issued or guaranteed by the U. S. Government or its
agencies. The collateral will equal a least 100% of the current market vaue of the
loaned securities. The contract shall State acceptable collateral for securities loaned,
duties of the borrower, deivery of loaned securities and collatera, acceptable
investment of collatera and indemnification provisons. The contract may include
other provisions as appropriate. The securities lending program will be evauated
from time to time as deemed necessary by the UTIMCO Board. Monthly reports
issued by the agent shdl be reviewed by UTIMCO to insure compliance with contract
provisions.
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Investor Respounsibility

As a shareholder, the Account has the right to a voice in corporate affairs congstent
with those of any shareholder. These include the right and obligation to vote proxies
in a manner congstent with the unique role and misson of higher educaion as well as
for the economic benefit of the Account. Notwithstandiig the above, the UTIMCO
Board shdl discharge its fiduciary duties with respect to the Account solely in the
interest of the beneficiaries and shah not invest the Account so as to achieve tempord
benefits for any purpose, including use of its economic power to advance socid or
politica  purposes.

Amendment of Policy Statement
The Board of Regents reserves the right to amend the Invesment Policy Statement as
it deems necessary or advisable.

Effective Date
The effective date of this policy shdl be February 12, 1998.
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3.

U T. Board of Regents: Approval of Restatenent of The

University of Texas | nvestnent Managenent Conpany Code
of Ethics.--Upon recomendation of the Board of Direc-

tors of The University of Texas |nvestnent Managenent

Conmpany (UTIMCO), the U T. Board of Regents approved
the restatenent of the UTI MCO Code of Ethics as set
out on Pages 86 - 99.

Section 66.08 of the Texas Education Code requires that
the U T. Board of Regents approve the UTI MCO Code of
Ethics (the "Code") and any anendnments thereto. Restate-
ment of the Code was undertaken in order to define
further and consolidate policies regarding conflicts of
interest, use of confidential information, gifts and
entertai nment, financial disclosure, designation of

key enpl oyees, training and other issues relating to

di rector and enpl oyee conduct. The restated Code was
reviewed by UTIMCO s | egal counsel, Vinson & Elkins,
and was approved by the UTI MCO Board of Directors on
Decenber 15, 1997.
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THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

CODE OF ETHICS

Code of Conduct

This Code of Ethics sets forth the basic principles and guidelines for directors and
employees of The University of Texas Investment Management Company (“UTIMCQO”). In
addition to dtrict compliance with legal requirements, al directors and employees are expected to
be guided by the basic principles of honesty and fairness in the conduct of UTIMCO's affairs and
to comply with the policies contained in this Code. Pursuant to an Investment Management
Services Agreement (as amended, the “Agreement”), between the Board of Regents of The
University of Texas System (the“U. T. Board”) and UTIMCO, the U. T. Board has appointed
UTIMCO as its investment manager with respect to those funds for which the U. T. Board has
investment responsibility (the “Accounts’).  Pursuant to the Agreement, UTIMCO has
acknowledged that it will be acting as a fiduciary with respect to managing the investment of the
Accounts. Accordingly, al directors and employees must develop an awareness of and respond
to UTIMCO's obligations to the U. T. Board.

Specific Policy Statement

Although the general principles outlined above shall apply in the conduct of al UTIMCO
activities, UTIMCO's directors and employees are aso bound by the following specific policies.

Definitions
In this Code the following definitions apply unless the context requires otherwise:

(1) “Audit and Ethics Committee of the Board” means a standing committee of the Board
under the UTIMCO by-laws.

(2)  “Board” means the Board of Directors of UTIMCO.
(3) “Code” means this Code of Ethics.

(4) “Director” means a member of the Board of UTIMCO.

(5) “Employee” means, a person working for UTIMCO in an employer-employee
relationship.
(6) “Key employee” means an employee who has been designated by the Board as one who
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(8)

(10)

exercises significant decision-making authority by virtue of the position he or she holds
with UTIMCO.

“Personal securities transactions” means (1) transactions for a director’s or employee’s
own account, including IRA’s, and (2) transactions for an account in which a director or
employee has indirect beneficid ownership, unless the director or employee has no direct
or indirect influence or control over the account.

A director or employee has “indirect beneficial ownership” of an account if (i) the
director or employee has a beneficial interest (such as a trust of which he or she is an
income or principal beneficiary) or (ii) the director’s or employee’s family (including
husband, wife, minor children or other dependent relatives) has a beneficial interest. A
person has a “beneficial interest” in an account if the person is an income or principal
beneficiary or other equity owner; provided that a person does not have a beneficial
interest in an account solely because the account is managed by the person for the benefit
of people other than such person or his or her family.

“Relative’ means a person related in the third degree by consanguinity (blood relative) or
affmity (marriage) determined in accordance with Texas Government Code 573.021-025.
Examples of relatives by consanguinity are a child, grandchild, great-grandchild, parent,

grandparent, great-grandparent, brother, sister, uncle, aunt, niece or nephew. A person
adopted into a family is considered a relative on the same basis as a natura born family
member.

Examples of a relative by affinity are a spouse, any person related to the spouse within
the third degree by consanguinity, or any spouse of a relative by consanguinity or affinity.
A person is considered a spouse even if the marriage has been dissolved by death or
divorce if there are surviving children of that marriage.

“UTIMCO” means The University of Texas Investment Management Company.

“U. T Board” means The Board of Regents of The Universty of Texas System.

General Standards
The following general ethica principles apply to directors and employees.
A. Directors and employees may not:
(1)  accept or solicit any gift, favor, or service that might reasonably tend to
influence the director or employee in the discharge of his or her duties for
UTIMCO or that the director or employee knows or should know is being

offered with the intent to influence the director's or employee’s conduct on
behalf of UTIMCO,;
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(2) accept other employment or engage in a business or professiona activity
that the director or employee might reasonably expect would require or
induce the director or employee to disclose confidential information
acquired by reason of his or her postion with UTIMCO;

3) accept other employment or compensation that could reasonably be
expected to impar the director's or employee's independence of judgment
in the performance of his or her duties for UTIMCO;

4) make personal investments that could reasonably be expected to create a
substantial conflict between the director’s or employee’s private interest
and the interests of UTIMCO; or

(%) intentionally or knowingly solicit, accept, or agree to accept any benefit
for having exercised the director’s or employee’s authority or performed
the director's or employee's duties aa UTIMCO in favor of another.

Directors and employees must also comply with all applicable laws. They should
specifically be knowledgeable of Texas Education Code 66.08 (Permanent
University Fund - Composition, Investment, and Use - Investment Management).

Directors and employees must be honest in the exercise of their duties and must
not teke actions which will discredit UTIMCO.

Directors and employees should be loya to the interests of UTIMCO to the extent
that such loyaty is not in conflict with other duties which legally have priority.
Directors and employees should avoid personal, employment, or business
relationships that create conflicts of interest. Should directors or employees
become aware of any conflict of interest, they have an affirmative duty to disclose
and to cure the conflict in a manner provided for in this Code.

Directors and employees may not use their relationship with UTIMCO to seek or
obtain personal gain beyond agreed compensation an&or any properly authorized
expense reimbursement. This should not be interpreted to forbid the use of
UTIMCO as a reference or the communication to others of the fact that a
relationship with UTIMCO exists, provided tha no misrepresentation is involved.

Conflict of Interest

A.

Definition: A conflict of interest exists for a director or employee whenever
the director or employee has a personal or private commercial or business
relationship that could reasonably be expected to diminish the director’s or
employee’ s independence of judgment in the performance of the director’s or
employee's responsibilities to UTIMCO. For example, a person’s independence of
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judgment is diminished when the person is in a position to take action or not take
action with respect to UTIMCO or its business and such act or falure to act is or
reasonably appears to be influenced by considerations of personal gain or benefit
rather than motivated by the interests of UTIMCO.

It shall not be considered a conflict solely because a director or employee has an
investment in the stock of a publicly traded company which is owned, purchased,
sold, or otherwise dealt with by UTIMCO; provided that the affected person’s
interest in the stock of the publicly traded company is not more than 5 % of any
class and the person is not a director or officer of the publicly traded company.

Duty to Cure Directors and employees who become aware, or reasonably should
have become aware, of a conflict of interest have a duty to cureit. A person
normally cures a conflict of interest by promptly eliminating it. 1f a director or
employee may prudently withdraw from action on a particular matter in which a
conflict exists, he or she may cure the conflict in that manner provided that:

¢} the person may be and is effectively separated from influencing the action
taken:

(2) the action may properly be taken by others;

(3) the nature of the conflict is not such that the person must regularly and
consistently withdraw from decisions which are normally his or her
responsibility with respect to UTIMCO; and

(4) the conflict is not a prohibited transaction resulting from a director having
a pecuniary interest in a business entity as described in 111(A) below.

Directors must disclose any conflicts regarding matters which are before the
Board, absent themselves from any relevant deliberations, and not vote on the
matter. Employees must disclose any conflicts and refrain from giving advice or
making decisions about matters affected by the conflict unless the Board, after
consultation with the General Counsel, expressly waives this prohibition. The
Board will decide whether to waive any disclosed conflict at an officid meeting.
To assigt it in deciding whether to grant waivers, the Board may develop criteria
for determining the kinds of relationships that do not constitute material conflicts.
Any waiver of aconflict, including the reasons supporting the waiver, must be
included in the minutes of the meeting. Records of all waivers granted with the
supporting reasons will be maintained by the Chief Compliance Officer.

Persons who cannot or do not wish to eliminate or cure the conflict must

terminate his or her relationship with UTIMCO as quickly as responsibly and
legally  possible.



C. Duty to Disclose: Directors must disclose conflicts in writing to the General
Counsel prior to the Board meeting. If disclosure is made a a Board meeting, the
minutes of the meeting must include the disclosure of the conflict.

Employees must promptly disclose conflicts of interest in writing to the Chief
Compliance Officer through the UTIMCO conflict of interest disclosure
statement. The Chief Compliance Offtcer will report to the Audit and Ethics
Committee of the Board regarding the conflict of interest disclosure statements
which he or she recelves. Should a person with a duty to disclose conflicts have
reasonable cause to believe disclosure to the Chief Compliance Offtcer will be
ineffective, the person should disclose the conflict to the Audit and Ethics
Committee of the Board. Disclosure to the Audit and Ethics Committee of the
Board is accomplished through written disclosure to the Chairman of the
Committee, whose address may be obtained from the UTIMCO Office Manager.

Whether disclosure is to the Chief Compliance Officer or the Audit and Ethics
Committee of the Board, a copy of the disclosure statement should be provided to
the employee’s supervisor unless the person with the conflict believes that such
disclosure would be detrimental to the resolution of the conflict.

1. Prohibited Transactions and Interests

A. UTIMCO: UTIMCO may not enter into an agreement or transaction with:

) a director or employee acting in other than an officia capacity on behaf of
UTIMCO;

(2) a business entity in which a director or employee has any pecuniary
interest; or

3) a former director or employee, or a business entity in which a former
director or employee has a pecuniary interest, on or before the first
anniversary of the date the person ceased to be a director or employee.

A director or employee shall not be deemed to have a pecuniary interest in a
publicly traded company if the director or employee

@ owns less than five percent of the voting stock or shares of the
publicly traded company;

(ii) owns less than five percent of the far market vaue of the publicly
traded company; and

(iii)  received less than five percent of his or her gross income for the
preceding caendar year from the publicly traded company.
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Prior to consideration by the Board of an agreement or transaction with a business
entity, each director shall certify that he or she does not have any pecuniary
interest in the associated business entity.

Directors: Directors may buy or sell apublicly traded security of an issuer
which is held by UTIMCO but may not engage in a persona securities transaction
when they have actual knowledge that UTIMCO is trading such securities.
UTIMCO s trading securities of an issuer when a buy/sell order has been placed
by a UTIMCO interna portfolio manager for execution.

Directors and Employeess  No director or employee may:

(1) participate in a matter before UTIMCO which involves a business,
contract, property or investment held by such person if it is reasonably
foreseeable that UTIMCO action on the matter would confer a benefit to
such person by or through the business, contract, property or investment;

(2) have stock or other ownership or profit sharing interest in any brokerage
firms or consultants selected by such director or employee for UTIMCO
business if such director or employee has (i) the discretion to direct
trading, and therefore the discretion to select brokerage firms, or (ii) the
discretion to select consultants. Directors shall not direct trades or
exercise discretion over the selection of brokerage firms;

This restriction applies to stock or other ownership or profit sharing
interests held by a director’s or employee’s spouse. This restriction also
appliesto stock held for adirector’s or employee’s own account or an
account in which he or she has a beneficid interest (unless the director or
employee has no direct or indirect influence or control over the account.)
For this purpose, a director’s or employee’s own account or an account
over which he or she has a beneficial interest includes accounts involving
immediate family members (spouse, minor children, or other dependent
relatives). However, this restriction shall not prohibit the ownership of
stock in a company that may own stock in such entities, provided such
entities are not the dominant or primary business of the parent company.

If a director or employee holds such stock or other ownership interest in a
brokerage firm or consultant prior to the time UTIMCO commences doing
business with the firm, or if a new director or employee holds such stock
or other ownership interest at the time he or she is appointed or hired, the
director or employee has a reasonable period of time to dispose of such
stock or other ownership interest. Thirty to sixty days is deemed
reasonable.
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3)

4

)

(6)

7)

(8)

recommend or cause discretionary UTIMCO business to be transacted
with or for the benefit of a reative

under any circumstances accept offers by reason of their position with
UTIMCO to trade in any security or other investment on terms more
favorable than avallable to the general investing public;

borrow from investment managers, outside service providers, professiond
advisors or consultants, banks or other financial institutions with which
UTIMCO has a business relationship, unless such entities are normally
engaged in such lending in the usual course of their business, and then
only on customary terms offered to others under similar circumstances to
finance proper and usual activities;

represent any person in any action or proceeding before or involving the
interests of UTIMCO except as a duly authorized representative or agent
of UTIMCO;

use UTIMCO information, resources, or facilities, nor use information or
resources paid for by UTIMCO, for personal gain or the gain of anyone
other than UTIMCO. This prohibition means that directors and employees
may not use information paid for by UTIMCO to assist or benefit private
clients of the directors or employees, or

take action personally or on behalf of UTIMCO which will result in a
reasonably foreseeable conflict of interest. Should there be action which a
director or employee believes to be in the best interest of UTIMCO but
which could foreseeably result in a conflict of interest, the director or
employee must disclose such fact to the Chief Compliance Officer prior to
taking such action.

Employees:  No employee may:

(1)

engage in outside employment, business, or other activities which detract
from the ability to fulfill the full-time responsibilities to UTIMCO;

Key employees must obtain advance written approval from the President
for any outside employment or business, including service as director,
officer, or investment consultant or manager for another person or entity.
Any outside employment by the President must be approved in advance by
the Board.

Employees, with the prior approval of the Board, may serve as directors of
companies in which UTIMCO has directly invested Account assets. In
such event, any and al compensation paid to employees for their services
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as directors shal be endorsed to UTIMCO and applied against UTIMCO's
fees. Furthermore, Board approval of any employee's service as a director
of an investee company shall be conditioned upon the extension of
UTIMCO's Directors and Officers Insurance Policy coverage to the
employee's service as a director of the investee company.

engage in a persona securities transaction without obtaining preclearance
for each such transaction with the Chief Compliance Officer.

The Chief Compliance Officer shall verify that no buy/sell order has been
placed by a UTIMCO internal manager. If a buy/sell order has been
placed, no employee may conduct a personal securities transaction until
one trading day after the buy/sell order has been completed or canceled.
Preclearances will be documented by the Chief Compliance Officer in a
personal  securities transaction log for each employee, which will provide a
record of all requests and approvals or denials of preclearances for
personal securities transactions. Preclearance for personal securities
transactions is effective for one trading day only.

An employee who engages in personal securities transaction must also
provide transactional disclosure for each such transaction. Transactional
disclosure forms must be completed for al persona securities transactions
and given to the Chief Compliance Officer within ten calendar days of the
trade date. The transactional disclosure form must contain the following
information: name and amount of the security involved, date and nature of
the transaction, price at which the transaction was effected, and name of
the broker through whom the transaction was effected.

The preclearance and transactional disclosure requirements for personal
securities transactions apply only to equity or equity-related transactions,
including stocks, convertibles, preferreds, options on securities, warrants,
rights, etc., for domestic and foreign securities, whether publicly traded or
privately placed. The preclearance and transactional disclosure
requirements do not apply to bonds (with the exception of convertible
bonds), mutual funds, co-mingled trust funds, financial futures, and
options on futures.

Former Directors and Employeess A former director or employee may not
make any communication to or appearance before a present director or employee
before the first anniversary of the date the former director or employee ceased to
be a director or employee if the communication is made (a) with the intent to
influence and (b) on behaf of any person in connection with any matter on which
the former director or employee seeks action by UTIMCO.

If adirector or employee knowingly communicates with a former director or
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VI.

employee in violation of this prohibition, the director or employee will be subject
to disciplinary action including, with respect to a director, removal from serving
as a director of UTIMCO.

Confidential Information

A.

Directors and employees may not disclose confidential information, except when
duly authorized personnel determine such disclosure is either permitted or
required by law. Confidential information must be used by directors and
employees for UTIMCO purposes and not for their own personal gain or for the
gain of third parties.

Information derived from a relationship with UTIMCO which might reflect
favorably or adversely upon the value of any investment or contemplated
investment may not be used by directors and employees in any manner for the
purpose of personal advantage or to provide advantage to others.

Nepotism

A.

UTIMCO may not employ a person who is a relaive of a director. This does not
prevent the continued employment of a person who has aready been working for
UTIMCO for thirty consecutive days prior to the date of the related director’s
appointment.

UTIMCO may not employ a person who is a relaive of (1) a key employee, (2) a
consultant, or (3) any owners, directors, or officers of consultants. This does not
prohibit the continued employment of a person who has aready been working for
UTIMCO for thirty consecutive days at the time of the selection of a new key
employee or consultant. Nor does this prevent the continued employment of
persons who have been working for UTIMCO for thirty days prior to becoming
relatives.

No employee may exercise discretionary authority to hire, evaluate or promote a
relative. No employee may supervise a relative, either directly or indirectly. As
used herein, “supervise” means to oversee with the powers of direction and
decision-making the implementation of one’s own or another’s intentions:
Supervision normally involves assigning duties, overseeing and evaluating work,
and approving leave.

Decision-Making Based on Merit

UTIMCO business transactions are to be based on professional integrity and competence,
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financial merit and benefit to UTIMCO and, whenever required or prudent, on a

competitive basis. Directors and employees may not base any UTIMCO business
decisons on family or persona relationships.

VII.  Observance of UTIMCO Controls and Policies

Directors and employees will observe the accounting and operating controls established
by law and UTIMCO policies, including restrictions and prohibitions on the use of
UTIMCO property for persond or other non-UTIMCO purposes.

VI1II. Gifts and Entertainment

A. A director or employee is prohibited from soliciting or accepting a gift because of
or through use of the employee's or director's position with UTIMCO if the gift is
from a person other than an employee or a director and the employee or director
knows or should have known that the gift would not have been solicited, offered,
or given had the employee or director not held his or her position as an employee
or director. This prohibition applies not only to gifts solicited or given for the
personal benefit of the director or employee but also to gifts to third parties.

B. The prohibitions in this article do not apply to the following gifts, provided that
acceptance of such gifts violates no law:

(1) gifts given on specia occasions between employees and/or directors;

(2) books, pamphlets, articles or other such materials which contain
information directly related to the job duties of an employee or director
and are accepted by the -employee or director on behalf of UTIMCO for
use in performing his or her job duties;

3) gifts from relatives of employees or directors which are based solely on a
personal relationship between the director or employee and his or her
relative;

(4)  business meals and receptions when the donor or a representative of the
donor is present;

(5) ground transportation in connection with business meetings, meals, or
receptions;

(6) seminar or conference fees when the seminar relates to the director’s or

employee’s job duties and is sponsored by UTIMCO's consultants or
agents, prospective consultants or agents, or persons or entities whose
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interests may be affected by UTIMCO;

(7) items with a value of less than $50, excluding cash or negotiable
instruments, and other gifts of nominal value. Examples of gifts of
nomind vaue are (@ modest items of food and refreshments on infrequent
occasions and (b) unsolicited advertising or promotiona materia such as
plaques, certificates, trophies, paperweights, calendars, note pads, pencils,
and other items of nominal intrinsic value.

Attendance by directors or employees a seminars or conferences sponsored and
paid for by UTIMCO's consultants or agents, prospective consultants or agents, or
persons or entities whose interests may be affected by UTIMCO that involve
entertainment or recreation may in some cases be in the best interest of UTIMCO.

Employees must obtain specific written approval of their attendance at such
events from the President or Chief Compliance Officer. Approva may be
withheld for elaborate entertainment events such as ski trips, hunting trips, or
stays at expensive resorts.

Under no circumstances may directors or employees accept a gift if the source of
the gift is not identified or if the director or employee knows or has reason to
know that the gift is being offered through an intermediary.

If a prohibited gift is received by a director or employee, he or she should attempt
to return the gift to its source. If that is not possible or feasible, the gift should be
donated to charity.

Compliance with Professional Standards

UTIMCO representatives who are members of professional organizations which
promulgate standards of conduct, such as the Association for Investment Management
and Research, must comply with those standards.

Financial Disclosure

A.

Directors and employees must tile financial disclosure statements with the Chief
Compliance Officer, and for directors who tile disclosure statements with the

Texas Ethics Commission, in the form prescribed by law for such disclosure
statements.

Directors and employees must tile their financial disclosure statements within 30
days of their date of employment and by January 3 1st of each year. The President
may postpone a tiling deadline for not more than 60 days on written request or for



XI.

XII.

an additional period for good cause, as determined by the Chairman of the Board.
A financial disclosure statement must be maintained by UTIMCO for at least 5
years after the date of its tiling.

Key Employees

A.

Ethics

A.

The Board shal designate by position with UTIMCO the employees who exercise
significant decision-making authority. By virtue of their position with UTIMCO,
these persons are “key employees.

Employees designated as key employees must acknowledge their key employee
status in writing through the annual ethics compliance statement.

Requirements of this Code which are specificaly applicable to key employees are
the following:

(1)  disciplinary action disclosure; and

(2) advance approval of outside employment, including service as a director,
officer, investment consultant, or manager for another person or entity.

Training and Advice

The President will appoint an Employee Ethics Committee composed of
UTIMCO personnel which will have responsibility for:

(1) providing ethics training for UTIMCO personnel; and

2) issuing opinions on the proper interpretation of this Code.

Employees may tile a written request with the Employee Ethics Committee for an
opinion on the proper interpretation of this Code and may rely upon that opinion

with respect to compliance with the Code.

The Chairman of the Employee Ethics Committee will be the Chief Compliance
Officer.

XI1lI. Compliance and Enforcement

A.

The Board will enforce this Code through the President, who is responsible for its
implementation with respect to employees,
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The full range of disciplinary options under UTIMCO personnel policies and
practices may be used with respect to employees who violate this Code, up to and
including termination.

The Board is responsible for the enforcement of this Code with respect to
violations by individual directors through resolutions of reprimand, censure, or
other appropriate parliamentary measures, including requests for resignation.

Directors with knowledge of a violation of this Code must report such violation to
the Generd Counsd. Employees with knowledge of a violaion of this Code must
report such violation to the Chief Compliance Officer or to a member of the Audit
and Ethics Committee of the Board. No retaliatory action will be taken against
the reporting person for any such report involving another person made in good
faith.

Within sixty days of their employment or appointment, employees and directors
must sign and date financia disclosure and ethics compliance statements that they
have received and read this Code, that they will comply with its provisions, that it

is their duty to report any acts by other directors or employees when they have

knowledge of violations of this Code, and, for employees, that adherence to this

Code is a condition of their employment. The statement will also include a
disclosure of any conflicts of interest or violaions of the Code of which they are
avare and a reminder that they are required to update their statements if a change
in circumstances occurs which would require reporting under this Code. Persons
employed by UTIMCO on the date of adoption of this Code must sign and date
the statement within thirty days of the adoption of this Code. The signed
statements will be maintained in the employee's personnel tile. Persons serving as
directors on the date of the adoption of this Code must also sign the financial

disclosure and ethics compliance statement within 45 days of the adoption of this
Code.

Directors and employees, including acting or interim employees, must sign and
date financial disclosure and ethics compliance statements as described above
each year. The annual financia disclosure and ethics compliance statements must
be submitted to the Chief Compliance Officer by January 3 1. Any person who is
a director or employee on December 3 | of any year must file an annua financia
disclosure and ethics compliance statement for that year. Directors' financial
disclosure and ethics compliance statements will be maintained by the Chief
Compliance Officer.

Directors and key employees must also file disciplinary action disclosure
statements setting forth any proceedings, actions, or hearings by any professional
organization or other entity involving the director or key employee. Disciplinary
action disclosure statements must be submitted to the Chief Compliance Officer
by January 3 1 of the first year of designation as a director or key employee or, for



those persons aready serving as directors or designated as key employees on the
effective date of this Code, on January 31 following the effective date.
Disciplinary action disclosure statements must be promptly updated if any action
occurs which would cause a director's or a key employee’s answers to change.

The custodian for open records purposes of the disclosure statements required
under this Code is the Chief Compliance Officer.

The President will notify the Audit and Ethics Committee of the Board in writing
by February 15 of each year of the following:

(1)  any approval given for outside employment by key employees, including
the nature of the employment; and

(2) any disciplinary action disclosed by directors or key employees.
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RECESS FOR COW TTEE MEETI NGS AND COWMM TTEE REPORTS TO THE
BOARD. -- At 10:00 a.m, the Board recessed for the neetings
of the Standing Comm ttees, and Chairnman Evans announced
that at the conclusion of each commttee neeting the Board
woul d reconvene to approve the report and reconmendati ons
of that commttee.

The neetings of the Standing Committees were conducted in

open session and the reports and recomendati ons t her eof
are set forth on the foll owm ng pages.
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REPORTS AND RECOMVENDATI ONS OF STANDI NG COW TTEES

REPORT OF EXECUTI VE COW TTEE (Pages 101 - 102).--1n conpli-
ance with Sections 7.14 and 9.5 of Chapter | of Part One of
the Regents’ Rules and Regul ati ons, Chairnan Evans reported
to the Board that the foll ow ng action had been taken by
the Executive Comm ttee since the |ast neeting:

U T. System- Lower Rio Grande Vall ey Regi onal Academ c
Health Center: Authorization to Enter into a Consulting Con-

tract with the Kaludis Consulting Goup, Washington, D. C
to Conduct the Site Selection Process, Allocation of Funds
Therefor, and Authorization for the Executive Vice Chancel -
|l or for Business Affairs to Execute Al Docunents Rel ated
Thereto.--The Executive Conmittee reported that it nmet in
Open Session on Decenber 10, 1997, and upon recommendati on
of the Chancellor, the Executive Vice Chancellors for Health
and Business Affairs, and The University of Texas System
Consul tant Review Conmittee, authorized the follow ng
actions with regard to the Lower Rl o Gande Vall ey Regi onal
Academi c Health Center in accordance with Senate Bill 606,
75th Texas Legi sl ature:

a. Ret ai ned on behalf of the U T. Systemthe
Kal udi s Consulting Group, Washington, D. C.
effective Decenber 1, 1997, and at a cost
not to exceed $375,000, as a consultant to
recoomend to the U T. Board of Regents the
best site for the Regional Academ c Health
Center to be located in the Lower Ri o G ande
Val | ey

b. Appropriated funds in the anmobunt of $375, 000
for the consulting contract and $10, 000 for
di rect expenses by U T. System Adm ni stra-
tion for printing, advertising, and distri-
bution of the Request for Proposal (RFP)
from Undi stributed Interest on Service
Depart ments and Revol vi ng Funds Local Funds
| nvest nent s

C. Aut hori zed t he Executive Vice Chancellor for
Busi ness Affairs to execute all docunents
related thereto foll ow ng approval by the
Executive Vice Chancellor for Health Affairs
and the Ofice of General Counsel.

101



Fol | owi ng i ssuance of Request for Proposal (RFP) RE-01, a
commttee of U T. System and conponent adm nistrators
appoi nted by the Chancellor interviewed and rated the six
respondents and unani nously recomrended that the Kal udis
Consul ti ng Group, Washington, D. C., be retained to perform
the tasks outlined in the RFP. The consultant wll be
responsi bl e for preparing an additional resource specific
RFP and conducting the process to select the best site for
t he Regi onal Academic Health Center to be located in the
Lower Rio Gande Valley (Caneron, Hidalgo, Starr, and

Wl lacy Counties). The consultant will present the find-
ings and a recommendation for the best site to the U T.
Board of Regents for final approval at a future neeting.
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REPORT AND RECOMVENDATI ONS OF THE BUSI NESS AFFAI RS AND AUDI T
COW TTEE (Pages 103 - 119).--Commttee Chairman Riter
reported that the Business Affairs and Audit Conmittee had
met in open session to consider those matters on its agenda
and to fornul ate recomendations for the U T. Board of
Regents. Unless otherw se indicated, the actions set forth
in the Mnute Orders which foll ow were recomended by the
Busi ness Affairs and Audit Conm ttee and approved in open
session and w thout objection by the U T. Board of Regents:

1. U T. System Approval of Chancellor's Docket No. 92
(Cat al og Change). --Upon recomendati on of the Business
Affairs and Audit Commttee, the Board approved Chan-
cellor's Docket No. 92 in the formdistributed by the
Executive Secretary. It is attached foll ow ng Page 262
in the official copies of the Mnutes and is made a part
of the record of this neeting.

It was expressly authorized that any contracts or other
docunents or instrunments approved therein had been or
shal |l be executed by the appropriate officials of the
respective institution invol ved.

It was ordered that any itemincluded in the Docket that
normally is published in the institutional catal og be
reflected in the next appropriate catal og published by
the respective institution.

2. U T. System Adoption of 1999 Budget Preparation
Policies and Limtations for General Operating Bud-
gets, Auxiliary Enterprises, Contracts and Grants,
Restricted Current Funds, Designated Funds, and Service

and Revol ving Funds Activities and Cal endar for Budget
Oper ations. --The Business Affairs and Audit Commttee
recommended and t he Board adopted the Budget Preparation
Policies and Limtations and Cal endar for preparation of
the 1999 (Operating Budgets for The University of Texas
System as set forth on Pages 104 - 106.
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U T. System 1999 Budget Preparation Policies

General Guidelines - The regul ations and directives
included in the General Appropriations Act enacted by

the 75th Texas Legislature serve as the basis for these
gui delines and policies. |In preparing the draft of the
1999 Operating Budget, the Chief Adm nistrative Oficer
of each conponent institution should adhere to guidelines
and policies as detail ed bel ow and as included in the
General Appropriations Act.

Overal | budget totals, including reasonable reserves,
must be limted to the funds available for the year from
General Revenue Appropriations, Estinmates of Educati onal
and Ceneral Inconme, and limted use of institutional
unappropri at ed bal ances.

Sal ary Guidelines - Recommendations regardi ng sal ary
policy are subject to the follow ng directives.

1. Sal ari es Proportional by Fund - Unl ess ot herw se
restricted, paynent for salaries, wages, and
benefits paid from appropriated funds, including
| ocal funds and educati onal 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.

2. Merit Increases - Subject to avail able resources
and resolution of any major salary inequities,
institutions should give priority to inplenenting
merit salary increases for faculty and staff,
keeping in mnd the 1998 - 1999 bi enni um goal of
at | east an average 5% nerit 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 pronotions for adm nistrative
and professional staff and classified staff are
to be based on eval uation of performance in areas
appropriate to work assignnents.

To be eligible for a nerit increase, classified

staff must have been enpl oyed by the institution
for at least six nonths as of August 31, 1998.
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3. Q her Increases - Equity adjustnents, conpetitive
of fers, and increases to acconplish contractual
commtnments nmay al so be granted in this budget and
shoul d be considered nerit where appropriate,
subj ect to avail able resources. Such increases
shoul d be noted and expl ained in the suppl enental
dat a acconpanyi ng t he budget.

4, New Positions - New admi nistrative and prof essi onal
classified staff and faculty positions are to be
requested only when justified by work loads or to
nmeet needs for devel opi ng new prograns.

5. It is the expectation that Fiscal Year 1999
i ncreases for nerit, equity, or other reasons
be included in the Operating Budgets.

Staff Benefits Cuidelines - Recomrendations regarding

the state contribution for enployees staff benefits such
as group insurance prem uns, teacher retirenent, and
optional retirenment are subject to legislative directives
included in the General Appropriations Act. The
Chancellor will issue supplenental instructions regarding
group insurance prem uns and premium sharing rates at a

| at er date.

O her Enpl oyee Benefits - Enployer contributions to
the sel f-insured Unenpl oynent Conpensation Fund are
$. 68 per $100 of the first $9,000 of salary paid per
enpl oyee. Wbhrkers’ Conpensation |Insurance rates have
been experience rated for each conponent.

O her Operating Expenses Cuidelines - Increases in
Mai nt enance, Operation, Equipnent, and Travel are to
be justified by expanded work | oads, devel opnent of
new prograns, or correction of past deferrals or
defi ci enci es.
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1999 (Operati ng Budget Cal endar

February 12, 1998

April 6-15, 1998

May 8, 1998

May 11-16, 1998

May 29, 1998

July 6-7, 1998

August 13, 1998

August 21, 1998

U T. Board of Regents
approve budget policies

Budget policy/resource
al l ocation hearings with
System Admi ni stration

Draft copies of budgets,
sal ary rosters, and
suppl enmental data due to
System Adm ni stration

Techni cal budget
hearings with System
Adm ni stration

Fi nal copi es of budgets,
salary rosters, and
suppl enental data due to
System Admi ni stration

U T. Board of Regents’
Comm ttee Briefings/
Meet i ngs

U. T. Board of Regents
approve budget

Budgets due to System
Adm ni stration for
copyi ng and bi ndi ng

The U T. System 1999 Budget Preparation Policies track the
regul ations and directives included in the General Appro-
priations Act enacted by the 75th Texas Legislature.
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3.

U T. System Establishnent of Partial Cost Recovery
Procedures for Information Technology Initiatives
Effective for the Fiscal Year 1998-1999 and Aut horization

for an Incidental Fee for Distance Learning Costs.--The
Board, upon recomrendation of the Business Affairs and
Audit Comm ttee:

a. Aut hori zed the Executive Vice Chancellor for
Busi ness Affairs to establish partial cost
recovery procedures for the follow ng three
I nformati on Technology Initiatives for The
University of Texas Systemto be effective
for the Fiscal Year 1998-1999:

1. Enterpri se Tel econmuni cati ons
Infrastructure

2. Know edge Managenent Services

3. Di st ance Education Leading to
a Virtual University (U T.
Tel eCanpus)

The procedures may include proportional
assessnments to the U T. System conponent
institutions with the specific amounts to be
i ncluded in Fiscal Year 1998-1999 budgets.

b. Aut hori zed the U T. System conponent insti-
tutions to inpose, as needed, an incidental
fee for distance education costs not to
exceed $25 per senester credit hour subject
to established procedures for adm nistrative
approval .

The Executive Vice Chancellor for Business Affairs and
the Vice Chancell or for Tel econmuni cati ons and | nforna-
tion Technol ogy have worked with representatives of the
U T. System conponent institutions to establish pro-
cedures that wll provide partial recovery of U T.
System Admi ni stration costs associated with establishnent
of the three U T. System Information Technol ogy
Initiatives described bel ow

a. Enterpri se Tel ecommuni cations Infrastructure -
The estimated dollar anmobunt to be recovered
fromthe U T. System conponent institutions
is indicated in the table set forth on
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Page 110 titled "Cost Recovery Goals." The
institutional share will be prorated on the
basis of an institution’s total institutional
expenditures as reported in the | atest audited
annual financial report.

Know edge Managenent Services - Costs for
operating the Knowl edge Managenent Center,
as estimated in the table on Page 110, w ||
al so be recovered through a proportional
assessnment on each U. T. System conponent.
The shares will be based on full-tine

equi val ent (FTE) student enroll nment and

FTE faculty positions (50% and total budget
expenditures (50% .

Di stance Education Leading to a Virtual
University (U. T. Tel eCanpus) - The

U T. System O fice of Tel ecomrunications

and I nformati on Technol ogy through the

U T. TeleCanpus will provide centralized

adm ni strative and technical services for al

di stance education courses delivered between
two or nore conponent institutions. Use

of di stance education services fromthe

U T. TeleCanpus will be optional for distance
| earni ng courses delivered exclusively through
a U T. System conponent institution’ s |ocal
network. Costs for delivery of distance
education courses or use of other services
adm nistered by the U T. TeleCanpus wll be
funded as foll ows:

1. The U. T. TeleCanpus will receive fromthe
originating or sender institution 100% of
the designated tuition up to a maxi num
of $25 per senmester credit hour for al
senester credit hours of enrollnment in a
Tel eCanpus course. (Designated tuition is
t he anount authorized by the U T. Board
of Regents over and above the statutory
tuition rate but which nay not exceed the
anount of the statutory tuition rate. The
maxi rumrate for the 1998-1999 academ c
year is $36 per senester credit hour and
$38 for the 1999-2000 academ c year.)

For the Fiscal Year 1998-1999 and Fi scal
Year 1999-2000 budgets, the U T. System
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Adm nistration will recomrend an all o-
cation of two tinmes the anount coll ected
fromthe designated tuition assessnent,

mat ching dollars to be returned to the
conponent institutions in the form of
conpetitive grants for innovative distance
education projects.

2. Sender U. T. Systeminstitutions, which
coll ect the designated tuition for a
Tel eCanpus course, will transfer the
bal ance of the designated tuition (the
anount over and above the $25 assessnent
for the Tel eCanpus) to the receiver
institution for those students accessing
the course at the receiver U T. System
institution. The procedures will also
permt a receiver institution to negotiate
an interagency agreenment with the sender
institution for additional reinbursenent
up to the total receipts fromregular
tuition paid by students at the receiver
institution.

U T. Systeminstitutions which originate distance

| earning courses will receive regular formula funding
and all tuition and fees except designated tuition as
descri bed above. These institutions will also be

aut hori zed to recover their additional costs associated
W th distance | earning by inposing an incidental fee for
di stance | earning courses of up to $25 per senester
credit hour. Like other incidental fees the anmount of
the fee cannot be greater than the amount required to
cover costs. By previous U T. Board of Regents’ action,
t he conponent institutions are authorized to waive fees
for services such as parking which are not available to
students taking courses exclusively by distance educa-
tion. Thus, the inposition of a distance education fee
can be offset to sone extent by waiving other fees.
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The tabl e bel ow provides information about the anmounts
expected to be generated fromthe institutional assess-
ments for the Fiscal Year 1998-1999 and the estimated
anounts for the followng three fiscal years. The Execu-
tive Vice Chancellor for Business Affairs, after appro-
priate consultation with the conponent institutions,

is authorized to approve changes in the partial cost
recovery plan for telecomunications and information
technol ogy services with subsequent U T. Board of
Regents’ approval of the institutional budgets.

Cost Recovery Goal s

FY 1998-1999 FY 1999-2000 FY 2000-2001 FY 2001-2002

Tel econmuni cati ons

Infrastructure $ 40, 000 $ 80, 000 $ 120, 000 $ 160, 000
Knowl edge Managenent
Cent er 320, 000 320, 000 320, 000 320, 000
D st ance Educati on
(U T. Tel eCanpus) 140, 000 280, 000 400, 000 500, 000
TOTAL $ 500, 000 $ 680, 000 $ 840, 000 $ 980, 000

4. U T. Austin - Harry Huntt Ransom Ceneral Endownrent
Fund for the Harry Ransom Hunaniti es Research Center:
Approval to Sell Approximately 192 Acres of Land and
| mprovenents Located 4.5 M| es Sout hwest of Dripping
Springs at the Sout hwest Corner of County Road 220 and
County Road 245 in Hays County, Texas, fromthe Estate
of Hazel H Ransom Austin, Texas, and Authorization for
t he Executive Vice Chancellor for Business Affairs or
the Executive Director of Real Estate to Execute A
Docunents Rel ated Thereto.--On behalf of The University
of Texas at Austin, the Board authorized The University
of Texas System Real Estate Ofice to sell approximtely
192 acres of land and inprovenents including a small
residential structure, a barn, and two storage sheds
| ocated 4.5 mles southwest of Dripping Springs at the
sout hwest corner of County Road 220 and County Road 245
in Hays County, Texas. The property will be marketed
t hrough a conpetitive offer process and sold with al
remai ning mnerals for the best offer at or above the
apprai sed val ue of $922,000. The inclusion of mneral
rights will enhance the attractiveness and val ue of the

property.
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Further, the Executive Vice Chancellor for Business
Affairs or the Executive Director of Real Estate was

aut horized to execute all docunents, instrunents, and

ot her agreenents and take all such further actions deened
necessary, advisable, or proper to carry out the purpose
and intent of the foregoing action.

This property was received as part of the residual
bequest fromthe Estate of Hazel H Ransom Austin,
Texas. The net proceeds fromthe sale of the property
will be added to the Harry Huntt Ransom CGeneral Endownent
Fund at U. T. Austin for general support of operations
and col |l ecti on devel opnment within the Harry Ransom
Humani ti es Research Center.

U T. Dallas: Authorization to Negotiate a Long Term
G ound Lease of Approximately 7.7 Acres of Land Located
in the Cty of Richardson, Collin County, Texas, in
Exchange for Construction of a New Southern Entrance
Road to the Canpus to be Nanmed “University Parkway”

and Approval for the Executive Vice Chancellor for

Busi ness Affairs or the Executive Director of Real
Estate to Execute Al Docunents Rel ated Thereto.--The
Board, upon recomrendation of the Business Affairs and
Audit Comm ttee:

a. Aut hori zed The University of Texas System
Real Estate O fice, on behalf of The
University of Texas at Dallas, to conplete
negotiations for a long termground | ease
with the Gty of R chardson, Collin County,
Texas, of an approximately 7.7 acre tract of
| and near the U. T. Dallas canpus in exchange
for construction, at the Cty of Richardson’s
expense, of a new southern entrance road to

t he canpus which will be named “University
Par kway”
b. Aut hori zed the Executive Vice Chancellor for

Busi ness Affairs or the Executive Director

of Real Estate to execute all docunents,

i nstrunments, and ot her agreenents and take
all such further actions deened necessary,
advi sabl e, or proper to carry out the purpose
and intent of the foregoing action.

111



U T. Dallas has nmade arrangenents with the Cty of

Ri chardson to construct a new southern entrance to the
U T. Dallas canpus from Canpbell Road. The transaction
i nvol ves the dedication of the right-of-way for the new
road (University Parkway), the granting of associated

dr ai nage easenents, the abandonnment of an existing road
(Arnmstrong Parkway), and the granting of a |ease for
approximately 7.7 acres of land to be used by the City
of Richardson as the |location for a new technol ogy

i ncubator. The val ue of the roadway i nprovenents exceeds
the market value of the ground | ease of the 7.7 acre
tract of |and.

U T. System Approval to Exceed the Full-Tine Equi-
valent (FTE) Limtation on Enpl oyees as Required by

the General Appropriations Act of the 75th Legislature,
Article I X, Section 35.--M. R D. Burck, Executive

Vi ce Chancellor for Business Affairs, reported that
Article I X, Section 35 of House Bill 1 (CGeneral Appro-
priations Act) passed by the 75th Legislature, Regul ar
Session, places a limt on the nunber of full-tinme

equi val ent (FTE) enpl oyees that an institution nmay

enpl oy without witten approval of the Governor and

the Legislative Budget Board. |In order to exceed the
FTE imtation, a request nust be submtted by the
governi ng board and nust include the date on which the
board approved the request, a statement justifying the
need to exceed the limtation, the source of funds to be
used to pay the salaries, and an expl anation as to why
the functions of the proposed additional FTEs cannot be
performed within current staffing |evels.

M. Burck noted that ten (10) institutions within The
University of Texas Systemw || exceed the FTE limta-
tions established for those institutions in the General
Appropriations Act.

Upon reconmendation of the Business Affairs and Audit
Comm ttee, the Board authorized those U. T. Systeminsti-
tutions set forth in the table on Page 114 to exceed the
nunber of FTE enpl oyees aut horized in the General Appro-
priations Act.

Further, the Board directed that a request to the
Governor’s Ofice and the Legislative Budget Board to
grant approval for these institutions to exceed the
aut hori zed nunber of FTE enpl oyees be forwarded at the
earliest possible date.
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Executive Secretary’s Note: On February 16, 1998, the
U T. Board of Regents submtted the required letter and
supporting materials to the Governor’s O fice and the
Legi sl ati ve Budget Board and a copy of same is on file
in the Ofice of the Board of Regents.

113


gfaulk

gfaulk

http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/2-98GovOff-LBB.pdf
http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/2-98GovOff-LBB.pdf

— Pt —

The University of Texas System
REQUEST TO EXCEED FULL-TIME EQUIVALENT LIMITATION
(House Bill No. 1, Article IX, Section 35)

Requested
H.B. 1 Estimated Increase By Fund Source
FTE Average FTE for 4 in Number Appropriated All Other
Comoonent Limitation Quarterly Reports of FTEs Funds Funds

U. T. Dallas 1,351.5 1,411.5 60.0 43.0 17.0
U. T. El Paso 21075 2,318.9 211.4 27.8 183.6
U. T. Pan American 1,502.0 1,576.0 74.0 63.0 11.0
U. T. Brownsville 280.0 812.0 532.0 409.0 123.0
U. T. Permian Basin 216.5 263.0 46.5 28.0 18.5
U. T. San Antonio 1,932.0 2,033.0 101.0 101.0
U. T. MB - Galveston 12,942.0 15040.4 2,098.4 550.0 1,548.4
U. T. HSC - San Antonio 3,990.0 4,266.0 276.0 123.5 152.5
U. T. MDA Cancer Center 6,788.0 7,868.4 1,080.4 475.2 605.2
U. T. HC - Tyler 1,170.0 1,253.0 83.0 11.0 72.0



| NFORVATI ONAL REPORTS

1.

2.

U T. System Presentation of the Decenber 1997 Mnthly
Fi nancial Report.--M. R D. Burck, Executive Vice
Chancel | or for Business Affairs, reviewed the Decem

ber 1997 Monthly Financial Report for The University

of Texas System and enphasi zed that in this four-nonth
period there were no variances from budget which did

not have reasonabl e expl anati ons.

A copy of The University of Texas System Monthly Fi nanci al

Report as of Decenmber 1997 is on file in the Ofice
of the Board of Regents.

U T. System Presentation on the 1997 Cost Savi ngs
Report. --Executive Vice Chancellor for Business Affairs
Burck presented an overview of the 1997 Cost Savings
Report for The University of Texas System

M. Burck noted that in order to nmaintain its conpe-
titive edge in the pursuit of excellence, the U T.
Syst em exam nes opportunities to increase efficiencies
and pronote effectiveness. As a result, the U T.
Systemis commtted to an ongoi ng review of the Sys-
tem s processes and procedures to achi eve the optinmum
in cost savings and increased revenue.

M. Burck reported that total actual and projected net
savings for the U T. Systemfor Fiscal Years 1996

t hrough 2000 are estimated to be $645.2 million as
conpared to the June 1996 estimate of $360.8 million
for Fiscal Years 1994 through 1998. The $284.4 million
increase is primarily due to 180 new initiatives inple-
mented by the institutions ($146.1 nmillion) and the
conservative estimtes for savings previously identi-
fied ($88.4 mllion). The remaining $49.9 nillion

is primarily due to the carrying forward of previous
initiatives to 1998-2000.
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Executive Vice Chancel |l or Burck highlighted the
followng in the 1997 Cost Savi ngs Report:

. Cost savings initiatives totaled $354 nillion
. Cost avoidance initiatives totaled $114 nmillion
. Revenue enhancenent totaled $210 nmillion
. I nvest nent, defined as expenditures necessary
to i nplenent cost saving nmeasures, totaled
$34 mllion.

M. Burck noted that, through this commtnent to cost
savings, the U T. System hopes to reduce the resources
necessary to neet the challenges of increasing enroll-
ments, managed health care, and the ever increasing
demands on state funding.

Comm ttee Chairman Riter commended Executive Vice
Chancel | or Burck and the conponent chief business
officers for their continuing commtnent to increase
operating efficiencies and to identifying and
reconmendi ng cost saving and revenue enhancenent
nmeasur es.

A copy of The University of Texas System Cost Savi ngs
Report dated Decenber 1997 is on file in the Ofice of
t he Board of Regents.

U T. System Annual Presentation of the Reporting
Package for the Board of Regents.--M. R D. Burck,
Executive Vice Chancellor for Business Affairs, reviewed
the information contained in the updated University of
Texas System “Reporting Package for the Board of Regents”
dated February 1998. Information provided in the report
i ncludes financial, investnent, and research data for the
U T. Systeminstitutions covering a five-year period
endi ng August 31, 1997. The report also includes fac-
ulty, enployee, and student denographics extending from
the Fall 1993 through the Fall 1997 Senester.

A copy of the “Reporting Package for the Board of
Regents” is on file in the Ofice of the Board of
Regent s.
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4.

U T. System Report on Results of the Historically
Underutilized Business (HUB) Program Anal yses for Fiscal
Year 1997.--At the Novenber 1997 U. T. Board of Regents’
nmeeting, The University of Texas System Annual Report

on the Historically Underutilized Business (HUB) Program
for Fiscal Year 1997 showed a decline of sonme $27 nillion
in total expenditures with HUB firnms between Fiscal

Years 1996 and 1997. Follow ng queries by the Board
pertaining to explanations for the decline and actions
that can be taken to achi eve program goals, Chancell or
Cunni ngham requested that the U T. System conponent
institutions anal yze their HUB programresults and

provi de informati on explaining the reasons for vari a-
tions in purchases fromHUB firnms between Fiscal

Years 1996 and 1997.

Chancel | or Cunni nghamcalled on M. Lewis Wight, Asso-
ciate Vice Chancellor for Business Affairs, to report on
the results of the Fiscal Year 1997 Hi storically Under-
utilized Business (HUB) anal yses.

M. Wight presented a conprehensive report on the U T.
System Historically Underutilized Busi ness program and
distributed to the nenbers of the Board a report entitled
"The University of Texas System Historically Underutilized

Busi ness (HUB) Program Revi ew Suppl enent al Report

for Fiscal Year 1997” dated February 12, 1998, a copy of

which is on file in the Ofice of the Board of Regents.

M. Wight noted that while not all U T. System conpo-
nent institutions experienced a decline in the |evel of
purchases with HUB firns, a general statew de decline was
experienced. He pointed out that follow ng the Novem
ber 1997 report to the Board Chancell or Cunni ngham
directed that a Systemw de HUB program eval uati on be
conducted to (1) determ ne causes for decline/increases
in HUB purchases and (2) identify efforts to be under-
taken to enhance progress toward achi evenent of adjusted
good faith effort goals. M. Wight noted as a result

of his analysis that a major cause for declining expendi-
tures has been identified as HUB vendor failure to renew
certification.

M. Wight also noted that to further enphasize the

i nportance of this program Chancel |l or Cunni ngham sent

a letter to the chief admnistrative officer of each
conponent institution setting forth his expectation that
HUB prograns neeting all applicable standards of good
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faith will be fully operational or on a definite course
toward effective operation at the earliest possible date.
At the conclusion of M. Wight's remarks, Conmttee
Chairman Riter expressed appreciation to Chancell or

Cunni ngham M. Wight, and the chief adm nistrative
officers for their focus and effectiveness in nmaking
this project a priority.

U T. System Report on Year 2000 |Information System

| ssues.--M. R D. Burck, Executive Vice Chancellor for
Busi ness Affairs, distributed to the nenbers of the
Board a report entitled “The University of Texas System
Preparing for the Year 2000,” a copy of which is on file

inthe Ofice of the Board of Regents.

Executive Vice Chancel |l or Burck reviewed the Year 2000
Chal | enge (al so called the Y2K Probl emor the M| ennium
Bug) which is a set of issues all related to how conpu-
ters have been progranmed to store dates. The nunbers
used to represent years have been stored as two-digit
(e.g. 98) rather than four-digit (e.g. 1998) nunbers, and
these two-digit nunbers cause probl ens when cal cul ati ons
are made on dates that span centuries.

M. Burck noted that the problemis worldw de in scope
and wi thout historical precedence with cost estimates

to address it ranging from $280 billion to $600 billion
wor| dwi de. The prelimnary cost estimate to the U T.
Systemis approximately $21 million. Since higher edu-
cation did not receive any special appropriations to
address Year 2000 issues, the costs associated therewith
nmust be absorbed by the various conponent institutions.
He pointed out that any application, program or elec-
tronic device that contains arithnetic function, calcu-

| ations, or dependencies on dates will produce incorrect
results if it has not been updated to properly process
Year 2000 dates. This includes accounting, insurance and
financial systens, etc., as well as electronic devices
contai ned in nmechani cal equipnment. The probleminpacts
utilities, factory floors, physical facilities, as well
as nedi cal and research equi pnent.

M. Burck enphasized that there are a nunber of steps
required to address the Year 2000 problem These

i nclude: create awareness, inventory hardware and
software, prioritize problens, devise a renediation
plan for each priority item inplenent the plan, test
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remedi ation results, and place the remedi ated system
into operation.

In summary, M. Burck stated that the U T. System has
a programin place to address the information system

i ssues but every single problemrelated thereto wll
not be corrected by Decenber 31, 1999.

Chancel | or Cunni ngham expressed appreciation to Regent
Sanchez for his conmtnent in urging the U T. Systemto
nove into the new mllenniumin a manner wherein there
will be no disruption to vital University operations.

U T. System Report on Deregulation of Uilities

| ssues - Summary of Utility Costs and Efficiency of
Conponent Institutions.--At the request of Chairman
Evans, Executive Vice Chancellor for Business Affairs
Burck reported on the utility costs and efficiency of
The University of Texas System conponent institutions
and rel ated deregul atory issues.

M. Burck noted that an ad hoc conmttee had been estab-
lished to examne utility costs and to prepare the U. T.
Systemto be in a conpetitive position when deregul ation
occurs. This commttee will study utility costs and
infrastructure issues and infornmational reports wll be
provided to the Board at future neetings.

Noting that the utility costs throughout the U T. System
are approximately $38 million per year for electric power
and $15 mllion for natural gas, M. Burck pointed out
that the U T. Systemis focusing on energy conservation
nmeasur es.

Executive Vice Chancellor Burck introduced M. John Allen
Moor e of Resource Managenent International, Inc., who
distributed a handout entitled “The Electric Industry in
Transition,” a copy of which is on file in the Ofice of

t he Board of Regents.

At the conclusion of M. More’s report, Chairmn Evans
t hanked Regent Sanchez for bringing into sharp focus
the utility costs matter and expressed appreciation to
Chancel | or Cunni ngham and M. Burck for their efforts
inreviewing the Systenis strategy as it noves toward
anticipated energy and utility deregul ati on.
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REPORT AND RECOMVENDATI ONS OF THE ACADEM C AFFAI RS COW TTEE
(Pages 120 - 139).--Comm ttee Chairman Lebermann reported that
the Academic Affairs Conmttee had nmet in open session to
consider those matters on its agenda and to fornulate recom
mendations for the U T. Board of Regents. Unless otherw se

i ndi cated, the actions set forth in the Mnute Orders which
foll ow were recommended by the Academ c Affairs Conmttee and
approved in open session and w thout objection by the U T.
Board of Regents:

1. U T. System Authorization to Adopt a Conmon Appli ca-
tion Form for Undergraduate Adm ssions at the General
Academi ¢ Conponent Institutions.--The 75th Texas Legi s-
| ature adopted Senate Bill 150 (now in the Texas Educa-
tion Code as Section 51.761 et seq.) which requires the
governing board of a university systemto adopt a common
adm ssion application. The statute al so requires that
t he Texas Hi gher Education Coordi nati ng Board adopt a
st at ewi de common under graduate application formfor use
by applicants for the 1999-2000 academ c year. This
statewide formw |l also neet the requirenent for a
Systemw de application form will be available for
el ectronic use, and wll allow an applicant to designate
one or nore institutions to which he or she is applying.

In accordance therewith, the Board del egated authority to
the Acting Vice Chancellor for Academ c Affairs and the
chief adm nistrative officers of The University of Texas
System general academ c conponent institutions to adopt

a comon adm ssions application formthat is consistent
with a common form being adopted for all Texas public

uni versities by the Coordinating Board for use by
applicants for the 1999- 2000 academ c year.

2. U T. System Adoption of Guidelines for a Visiting
St udents Program Anong Conponent Institutions Effective
with the Fall Senester 1998 (Catal og Change).--Upon rec-
ommendati on of the Academ c Affairs and Health Affairs
Comm ttees, the Board adopted Cuidelines for a Visiting
St udents Program Anong Conponent Institutions of The
University of Texas Systemeffective with the Fall Senes-
ter 1998 as set forth on Pages 121 - 123 with appropriate
catal og changes to be effected by each conponent when a
new catal og i s published.
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GUI DELI NES FOR A VI SI TI NG STUDENTS PROGRAM
AMONG COVPONENT | NSTI TUTIONS OF THE U. T. SYSTEM

| NTRODUCTI ON

The conponent institutions of The University of Texas
System (U. T. Systen) offer an inpressive variety of

out st andi ng academ ¢ prograns and engage in significant
wor | d-cl ass research activities. A cooperative visiting
students program can help interested, qualified students
t ake advant age of uni que educational opportunities at

ot her conponent institutions and can reduce procedural
requi renents for students who wi sh to participate.

PURPOSE

A The visiting students programis designed to all ow
upper -1 evel and graduate or professional students
enrolled in an institution of the U T. Systemto
take courses or engage in research at another
institution within the Systemduring a regul ar
semester or summer session.

B. The program gui del i nes provide for reporting of
grades, paynent of charges, and continuation of
financial aid during the senmester or sunmer session
in attendance at another institution.

GUI DELI NES

A The U. T. Systemvisiting students programis
limted to upper-level students (students with nore
than 60 senester credit hours of degree-rel ated
col l ege | evel work) and graduate or professional

students.
B. Each U T. System conponent institution with degree
prograns will establish requirenents for eligibility

for participation such as a m ni num grade poi nt
average and conpletion of a m ni num nunber of
senester credit hours at the home institution.
The requirements may vary anong prograns at an
institution.
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Each institution will designate individuals to
coordinate visiting student prograns at home and
host institutions. Coordinators will facilitate
communi cati on between the student and appropriate
maj or advisors at both institutions. The advisor
at the home institution wll have final authority
on courses which may receive credit under the
visitation program

A student’s proposed visitation should clearly
relate to the student’s program and academi c

i nterest and be approved by the designated program
coordi nator (undergraduate or graduate/ professional)
at both the hone institution and the proposed host

i nstitution.

Approval for a student's proposed visitation wll

be contingent on space and desired courses being
readily available in the proposed visitation program
and, for participation in a research |aboratory, on
approval of the director of the | aboratory.

For continuity of financial aid, the visiting
student should be registered at the hone
institution, with grades for any course taken at
the cooperating host institution reported to the
hone institution.

1. The hone institution will identify at the tine
of registration the course title/nunber under
which the visitation course credit would be

recor ded.
2. The designated visitation program coordi nator
at the host institution will report the

student’s grade(s) to the coordinator at the
honme institution at the end of each senester
Oor sunmer sessi on.

3. The hone institution will determ ne whether the
grade earned at a host institution is to be
treated as regular course credit for
determ ni ng academ ¢ standi ng and grade poi nt
averages or as transfer credit.

The visiting student will be subject to the rules

and regul ations of the host institution as well as
the hone institution.
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To mai ntain consistency and to assure the integrity
of student financial aid requirenents, charges for
tuition and required fees (including course-specific
fees and other required fees associated with
enrol I ment at the host institution) are to be paid
to the honme institution. The host institution nust
provi de the hone institution with the |ist of fees
to be charged and the hone institution will transfer
the amounts collected to the host institution.

A student awarded a fell owship, stipend, or other
financi al assistance by the hone institution will be
eligible to receive such assistance while visiting
the host institution.

1. Accept ance of financial support fromthe
visited institution will necessitate prior
approval by the hone institution.

2. The usual eligibility requirenents for
financial aid at the home institution wll
apply to a visiting student.

A visiting student will not be regularly admtted
by the host institution for the period of the
visitation and a student should not assune that he
or she would be eligible for transfer to that
institution.

1. If a visiting student desires to transfer to
the cooperating institution, the student nust
conply with the regular transfer adm ssion
requi renents and procedures.

2. Normal ly, a visitation may | ast no | onger than
one | ong session senester or a |long session
senester and a sumrer session; otherw se, the
student should apply for and be admtted to the
cooperating institution.

Each institution shall include in the appropriate
catal og(s) information which describes the U T.
Systemvisiting students program specifies
eligibility requirenents, and identifies the
designated visiting students program coordi nator(s)
at that institution.
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During the 1995-96 academ c year, the U T. System Stu-
dent Advisory Goup initiated discussions with the U T.
System Admi ni stration and the U T. Board of Regents
about expandi ng a graduate student exchange program
between the U T. System and The Texas A&M University
System which had been in existence since 1979, to allow
for both graduate and undergraduate exchanges anong the
conponent institutions of the U T. System

Based on recommendations from nenbers of the U T. System
St udent Advi sory G oup, the guidelines now describe the
programas a visiting students program and expand the
concept to include eligibility to upper-I|evel under-
graduate students as well as graduate or professional
students. |Individual review and approval by designated
adm ni strators at each of the cooperating institutions

is required for a student’s proposed visitation.

The gui del i nes have been designed to m ninm ze conpl exi -
ties for students regarding registration, grade report-
ing, financial aid, and student services. Wile the
nunber of participants is not expected to be large, the
gui del i nes present extraordinary educational opportuni -
ties wwthin a cooperative frameworKk.

U T. Austin: Approval of a Patent and Technol ogy

Li cense Agreenent with JEMPAC I nternational Corporation,
Austin, Texas, and Authorization for Dr. Joel W Barl ow
to Acquire Equity in and Serve as a Director of JEMPAC

| nt ernati onal Corporation.--The Academ c Affairs Commt-
tee recommended and the Board:

a. Approved the Patent and Technol ogy License
Agreenment set out on Pages 126 - 134
between the U T. Board of Regents, for
and on behal f of The University of Texas at
Austin, and JEMPAC I nternational Corporation,
Austin, Texas

b. Approved the acquisition of equity in and
tenporary service as a director of JEMPAC
I nternational Corporation by Dr. Joel W
Barl ow, Cullen Trust for Hi gher Education
Endowed Professor in Engineering No. 5 at
U T. Austin.
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Dr. Joel W Barlow of U T. Austin has created inven-
tions including (1) “Conposition of Material for Rapid
Encapsul ation,” as described in Invention D sclo-

sure #95-039 BAR, and (2) “Mxing and D spensi ng Equi p-
ment for Rapidly Polynerizing Materials,” as described
in Invention Disclosure #95-055 BAR (collectively the
“inventions”).

Under the Patent and Technol ogy License Agreenent, JEMPAC
I nternational Corporation is granted a royalty-bearing,
excl usive, worldw de |icense to manufacture, have manu-
factured, use and sell the inventions. JEMPAC Inter-
national Corporation will pay the U T. Board of Regents
(1) an up-front nonrefundable royalty fee of $30,000 and
(2) a running royalty of four percent (4% of net sales
of licensed products designated as equi pnent or machi nes
and two percent (2% of net sales of l|icensed products
designated as services or materials or $25,000 per year
whi chever is greater. JEMPAC International Corporation
will pay all patent prosecution and mai ntenance costs,
including foreign filings, and will al so support research
at U T. Austin with at |east $100,000 over a two-year
peri od.

Dr. Barlow is an equity sharehol der and tenporary direc-
tor of JEMPAC International Corporation. A license to
a faculty-owned conpany is appropriate inasnuch as the
activities by JEMPAC International Corporation involve
applied research and the devel opnent of certain proto-
types whereas Dr. Barlow s | aboratory perforns basic
research and his status as director of JEMPAC ceased at
the end of January 1998.
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PATENT AND TECHNOLOGY LICENSE AGREEMENT

THIS AGREEMENT is made by and between the BOARD OF REGENTS
(BOARD) OF THE UNIVERSITY OF TEXAS SYSTEM (SYSTEM), an agency of the
State of Texas, whose address is 201 West 7th Street, Austin, Texas 78701, on behalf
of THE UNIVERSITY OF TEXAS AT AUSTIN, and JEMPAC International Corporation
(LICENSEE), a Texas corporation having a principal place of business located at 9228
Knollcrest Loop, Austin, TX 78759

RECITALS

A. BOARD owns certain PATENT RIGHTS and TECHNOLOGY RIGHTS related
to LICENSED SUBJECT MATTER, which were developed at The University of Texas
at Austin, a component institution of The University of Texas System.

B. BOARD desires to have the LICENSED SUBJECT MATTER developed and
used for the benefit of LICENSEE. the inventor, BOARD, and the public as outlined in
the Intellectual Property Policy promulgated by the BOARD.

C. LICENSEE wishes to obtain a license from BOARD to practice LICENSED
SUBJECT MATTER.

NOW, THEREFORE, in consideration of the mutual covenants and premises
herein contained, the parties hereto agree as follows:

| EFEECTIVE DATE

This Agreement shall be effective as of September 1, 1997 (the “Effective
Date”), subject to approval by BOARD.

Il DEFINITIONS,

As used in this Agreement, the following terms shall have the meanings
indicated:

2.1 LICENSED SUBJECT MATTER shall mean inventions and discoveries
covered by PATENT RIGHTS or TECHNOLOGY RIGHTS within LICENSED FIELD.

2.2  PATENT RIGHTS shall mean BOARDS rights in presently existing
information or discoveries covered by patents and/or patent applications that have
been filed ormay be filed whether domestic or foreign, and all divisions, continuations,
continuations-in-part, reissues, or reexaminations thereof, and any letters patent that
issue thereon, which name Joel Barlow as either sole or joint inventor and which
relate to the manufacture, use or sale of ‘Composiltion of Material for Rapid
Encapsulation’, #35-039 BAR and “Mixing and Dispensing Equipment for Rapidly
Polymerizing Materials”, #95-055 BAR.

- 126 =



23 TECHNOLOGY RIGHTS shall mean BOARDS rights in any technical
information, know-how, process, procedure, composition, device, method, formula,
protocol, technique, software, design, drawing or data relating to Composition of
Material for Rapid Encapsulation, #35-039 BAR and Mixing and Dispensing Equpment
for Rapidly Polymerizing Materials, #358-085 BAR which is not covered by PATENT

RIGHTS but which is necessary for practicing the invention at any time covered by
PATENT RIGHTS.

2.4 LICENSED FIELD shall mean all commercial applications of the
LICENSED SUBJECT MATTER.

2.5 LICENSED TERRITORY shall mean worldwide.

2.6  LICENSED PRODUCT shall mean any product SOLD by LICENSEE
comprising LICENSED SUBJECT MATTER pursuant to this Agreement.

2.7  SALE or SOLD shall mean the transfer or disposition of a LICENSED
PRODUCT for value to a party other than LICENSEE or a SUBSIDIARY.

2.8  SUBSIDIARY shall mean any business entity more than 50% owned by
LICENSEE, any business entity which owns more than 50% of LICENSEE, or any

business entity that is more than 50% owned by a business entity that owns more than
50% of LICENSEE.

29 NET SALES shall mean the gross revenues received by LICENSEE from
the SALE of LICENSED PRODUCTS less sales and/or use taxes actually paid, import
and/or export duties actually paid, outbound transportation prepaid or allowed, and

amounts allowed or credited due to returns (not to exceed the original billing or invoice
amount).

. BEPRESENTATION: SUPFRIOR-RIGHTS

3.1 Except for the rights, if any, of the Government of the United States, as set
forth hereinbelow, BOARD represents to the best of its knowledge that it is the owner of
the entire right, title, and interest in and to LICENSED SUBJECT MATTER, and that it
has the sole right to grant licenses thereunder, and that it has not knowingly granted
licenses thereunder to any other entity that would restrict rights granted hereunder
except as stated herein.

3.2 The LICENSED SUBJECT MATTER is provided by BOARD WITHOUT
WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR ANY OTHER WARRANTY, EXPRESS OR IMPLIED. THE BOARD MAKES NO
REPRESENTATION OR WARRANTY THAT THE LICENSED PRODUCTS OR
LICENSED SUBJECT MATTER WILL NOT INFRINGE ANY PATENT OR OTHER
PROPRIETARY  RIGHT.
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IV. LICENSE

4.1  BOARD hereby grants to LICENSEE a royalty-bearing, worldwide,
exclusive license under LICENSED SUBJECT MATTER to manufacture, have
manufactured, use, sell, import and offer for sale LICENSED PRODUCTS within
LICENSED TERRITORY for use within LICENSED FIELD. This grant shall be subject
to the payment by LICENSEE to BOARD of all consideration as provided in this
Agreement, and shall be further subject to rights retained by BOARD to:

(a) Publish the general scientific findings from research related to
LICENSED SUBJECT MATTER; and

(b) Use any information contained in LICENSED SUBJECT MATTER
for research, teaching and other educationally-related purposes.

4.2  LICENSEE shall have the right to extend the license granted herein to

any SUBSIDIARY provided that such SUBSIDIARY consents to be bound by this
Agreement to the same extent as LICENSEE.

4.3  LICENSEE shall have the right to grant sublicenses consistent with this
Agreement if LICENSEE has current exclusive rights under this Agreement.
LICENSEE shall be responsible for the operations of its sublicensees relevant to this
Agreement as if such operations were carried out by LICENSEE, including the
payment of royalties whether or not paid to LICENSEE by a sublicensee. LICENSEE
further agrees to deliver to BOARD a true and correct copy of each sublicense granted
by LICENSEE, and any modification or termination thereof, within thirty (30) days after
execution, modification, or termination. Upon termination of this Agreement, any and
all existing sublicenses granted by LICENSEE shall be assigned to BOARD.

4.4  BOARD shall have the right at any time after two (2) years from the date
of this Agreement, to terminate the exclusivity of the license granted herein within
LICENSED TERRITORY if LICENSEE, within ninety (90) days after written notice from
BOARD as to such intended termination of exclusivity, fails to provide written evidence
that it has commercialized or is actively attempting to commercialize an invention
hereunder. BOARD agrees to negotiate in good faith with LICENSEE for adjusting
terms under such a non-exclusive arrangement. BOARD shall have the right at any
time after three (3) years from the date of this Agreement to terminate the license
completely in any national political jurisdiction if LICENSEE. within ninety days (90)
after written notice from BOARD of such intended termination, fails to provide written
evidence that it has commercialized or is actively attempting to commercialize an
invention licensed hereunder for that jurisdiction. Evidence provided by LICENSEE
that it has an ongoing and active research, development, manufacturing, marketing or
licensing program as appropriate, directed toward production and SALE of services or
LICENSED PRODUCT multi-nationally or in the same world region of that jurisdiction
based on the invention disclosed and claimed in PATENTS RIGHTS or incorporating
TECHNOLOGY RIGHTS within such jurisdiction shall be deemed satisfactory
evidence.
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V. PAYMENTS AND REPORTS

5.1 In consideration of rights granted by BOARD to LICENSEE under this
Agreement, LICENSEE agrees to pay BOARD the following:

(a) A nonrefundable up-front royalty fee in the amount of
thirty thousand dollars ($30,000) which shall be due and payable when this

Agreement is executed by LICENSEE;

(b) A running royalty equal to four percent (4%) of NET SALES of
LICENSED PRODUCTS designated as equipment or machines plus two
percent (2% of NET SALES OF LICENSED PRODUCTS designated as
services and materials (“Running Royalty’); provided however, that beginning
with the third year of the Agreement (September 1, 1999 - August 31, 2000),
LICENSEE must pay the greater of the Running Royalty or a minimum royalty of
twenty-five thousand dollars ($25,090) per vyear.

(¢) A minimum amount of one hundred thousand dollars ($100,000) in
sponsored research funding over a (2) year period, pursuant to a sponsored
research agreement with University to be entered into no later than ninety (90)
days after the Effective Date.

(d) Twenty-five percent (25%) of all consideration received by
LICENSEE from any sublicensee (“Sublicense Consideration’) provided,
however, that beginning with the third year of the Agreement (September 1,
1999-August 31, 2000), LICENSEE must pay the greater of the Sublicensee
Consideration or a minimum royalty of three thousand dollars ($3000) per
sublicense.

(e) If minimum royalty payments are required pursuant to paragraphs
5.1 (b) or 5.1 (d), they shall be no later then thirty (30) days after the end of the
year of the Agreement for which they are due. For example, minimum royalties
for the third year of the Agreement (September 1, 1999 - August 31, 2000)
would be due no later than September 30, 2000.

52  LICENSEE agrees BOARD may cancel this Agreement in its entirety if
LICENSEE fails to obtain at least five hundred thousand dollars ($500,000) in
commercial funding within eighteen (18) months of the Effective Date of this
Agreement

5.3  During the Term of this Agreement and for one (1) year thereafter,
LICENSEE shall keep complete and accurate records of its and its sublicensees’
SALES and NET SALES of LICENSED PRODUCTS under the license granted in this
Agreement in sufficient detail to enable the royalties payable hereunder to be
determined. LICENSEE shall permit BOARD, at BOARDS expense, to periodically
examine its books, ledgers, and records during regular business hours for the purpose
of and to the extent necessary to verify any report required under this Agreement. |n
the event that the amounts due to BOARD are determined to have been underpaid,
LICENSEE shall pay the cost of such examination, and accrued interest at a simple
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annualized rate of ten percent (10%).

54  Within thity (30) days after March 31, June 30, September 30 and
December 31, LICENSEE shall deliver to BOARD at the address listed in paragraph
5.6, below, a true and accurate report, giving such particulars of the business
conducted by LICENSEE and its sublicensees, if any exist, during the preceding three
(3) calendar months under this Agreement as are pertinent to an account for payments
hereunder. Such report shall include at least (a) the quantities of LICENSED
SUBJECT MATTER that it has produced; specifying which SALES are designated
equipment or machines and which SALES are designated services and material; (b)
the total SALES; (c) the calculation of royalties thereon; and (d) the total royalties so
computed and due BOARD. Simultaneously with the delivery of each such report,
LICENSEE shall pay to BOARD the amount, if any, due for the period of such report. if
no payments are due, it shall be so reported.

5.5 Upon the request of BOARD but not more often than once per calendar
year, LICENSEE shall deliver to BOARD a written report as to LICENSEES efforts and
accomplishments during the preceding year in commercializing LICENSED SUBJECT
MATTER in various parts of the LICENSED TERRITORY and its commercialization
plans for the upcoming year.

5.6 Al amounts payable hereunder by LICENSEE shall be payable in United
States funds without deductions for taxes, assessments, fees, or charges of an?/ kind.
Checks shall be made payable to The University of Texas at Austin and mailed to:

Executive Vice President and Provost, The University of Texas at Austin, Main
Building 201, Austin, Texas, 78712-1111, Attention: Patricia C. Ohlendorf.

VI. TERM AND TERMINATION

6.1  The term of this Agreement shall extend from the Effective Date set forth
hereinabove to the full end of the term or terms for which PATENT RIGHTS have not
expired, or if only TECHNOLOGY RIGHTS. are licensed and no PATENT RIGHTS are
applicable, for a term of fifteen (15) years.

6.2  This agreement will earlier terminate:
(a) automatically if LICENSEE shall become bankrupt or insolvent

and/or if the business of LICENSEE shall be placed in the hands of a receiver,
assignee, or trustee, whether by voluntary act of LICENSEE or otherwise:

(b) upon ninety (90) days written notice if LICENSEE shall breach or
default on any obligation under this License Agreement; provided, however,

LICENSEE may avoid such termination if before the end of such period
LICENSEE notifies BOARD that such breach has been- cured and states the
manner of such cure to the reasonable satisfaction of BOARD.

(¢  Under the provisions of Paragraph 4.4 if invoked.

(d)  Under the provisions of Paragraph 5.2 if invoked.
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6.3  Upon termination of this Agreement for any cause, nothing herein shall
be construed to release either party of any obligation matured prior to the effective
date of such termination. LICENSEE may, after the effective date of such termination,
sell all LICENSED PRODUCT and parts therefor that it may have on hand at the date

of termination, provided that it pays earned royalty thereon as provided in this
Agreement.

VII. INFRINGEMENT BY THIRD PARTIES

7.1 LICENSEE shall have the obligation of enforcing at its expense any
patent exclusively licensed hereunder against infringement by third parties and shall
be entitled to retain recovery from such enforcement. LICENSEE shall pay BOARD
royalty on any monetary recovery to the extent that such monetary recovery by
LICENSEE comprises damages, or a reasonable royalty in lieu thereof. In the event
that LICENSEE does not file suit against a substantial infringer of such patents within
six (6) months of knowledge thereof, then BOARD shall have the right to enforce any
patent licensed hereunder on behalf of itself and LICENSEE (BOARD retaining all
recoveries from such enforcement) and/or convert the license to nonexclusive.

7.2 In any suit or dispute involving an infringer, the parties shall cooperate
fully, and upon the request and at the expense of the party bringing suit, the other party
shall make available to the patty bringing suit at reasonable times and under
appropriate conditions all relevant personnel, records, papers, information, samples,
specimens, and the like which are in its possession.

Vill. ASSIGNMENT

This Agreement may not be assigned by LICENSEE without the prior written
consent of BOARD. Written consent shall not be unreasonably withheld.

IX. PATENT MARKING

LICENSEE agrees to mark permanently and legibly all products and
documentation manufactured or sold by it under this Agreement with such patent
notice as may be permitted or required under Title 35, United States Code.

X. INDEMNIFICATION

LICENSEE shall hold harmless and indemnify BOARD, SYSTEM,
UNIVERSITY, its Regents, officers, employees and agents from and against any
claims, demands, or causes of action whatsoever, including without limitation those
arising on account of any injury or death of persons or damage to property caused by,
or arising out of, or resulting from, the exercise or practice of the license granted
hereunder by LICENSEE, its SUBSIDIARIES or its officers, employees, agents or
representatives.
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Xi. USE OF BOARD AND COMPONENT'S NAME

LICENSEE shall not use the name of The University of Texas at Austin,
SYSTEM, BOARD, or Regents without express written consent.

XIl._CONFIDENTIAI INFORMATION

121 BOARD and LICENSEE each agree that all information contained in
documents marked “confidential” which are forwarded to one by the other shall be
received in strict confidence, used only for the purposes of this Agreement, and not
disclosed by the recipient party (except as required by law or court order), its agents or
employees without the prior written consent of the other art?/, unless such information
(@) was in the public domain at the time of disclosure, &) ater became part of the
public domain through no act or omission of the recipient party, its employees, agents,
successors or assigns, (c) was lawfully disclosed to the recipient party by a third patty
having the right to disclose it, (d) was already known by the recipient party at the time
of disclosure, (e) was independently developed or by recipient {f) is required by law or
regulation to be disclosed.

12.2  Each party’s obligation of confidence hereunder shall be fulfilled by
using at least the same degree of care with the other party’s confidential information as
it uses to protect its own confidential information. This obligation shall exist while this
Agreement is in force and for a period of three (3) years thereafter.

XIl. PATENTS AND {NVENTIONS

LICENSEE shall reimburse BOARD for all expenses incurred by BOARD thus
far and in the future in searching, preparing, filing, prosecuting and maintaining patent
applications and patents relating to PATENT RIGHTS. i after consultation with
LICENSEE it is agreed by BOARD and LICENSEE that a patent application should be
filed for LICENSED SUBJECT MATTER, BOARD will prepare and file appropriate
patent applications, and LICENSEE will pay the cost of searching, preparing, filing,
prosecuting and maintaining same. # LICENSEE notifies BOARD that it does not
intend to pay the cost of an application, or if LICENSEE does not respond or make an
effort to agree with BOARD on the disposition of rights in the subject invention, then
BOARD may file such application at its own expense and LICENSEE shall have no
rights to such invention. BOARD will give LICENSEE a copy of any applications .on
which LICENSEE has paid the costs of filing, as well as copies of any documents
received or filed during prosecution thereof. Reimbursements due BOARD hereunder
shall be paid by LICENSEE within thirty (30) days of its receipt of a bill from BOARD.
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XIV. GENERAL

14.1  This Agreement constitutes the entire and only agreement between the
parties for LICENSED SUBJECT MATTER and all other prior negotiations,
representations, agreements, and understandings are superseded hereby. No
agreements altering or supplementing the terms hereof may be made except by
means of a written document signed by the duly authorized representatives of the
parties.

14.2  Any notice required by this License Agreement, excepty royalty
payments as specified in 5.6, shall be given by prepaid, first ¢llss, certified mail, return
receipt requested, addressed in the case of BOARD to:

BOARD OF REGENTS
The University of Texas System

201 West 7th Street
Austin, Texas 76701

ATTENTION: Office of General Counsel
with a copy to:

Office of Technology Licensing & Intellectual Property
The University of Texas at Austin

3925 Braker Lane, Suite 1.9A

Austin, Texas 76759

ATTENTION: Director

or in the case of LICENSEE to:

Jempac International  Corporation
9226 Knollcrest Loop

Austin, TX 76759

ATTENTION: Steve Kellay

or such other address as may be given from time to time under the terms of this notice
provision.

14.3  LICENSEE shall comply with all applicable federal, state and local laws
and regulations in connection with its activities pursuant to this Agreement.

14.4 This License Agreement shall be construed and enforced in accordance
with the laws of the United States of America and of the State of Texas.

145  Failure of BOARD to enforce a right under this Agreement shall not act

as a waiver of that right or the ability to later assert that right relative to the particular
situation involved.

146 Headings included herein are for convenience only and shall not be
used to construe this Agreement.
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14.7 I any provision of this Agreement shall be found by a court to be void, invalid or
unenforceable, the same shall be reformed to comply with applicable law or stricken if
not so conformable, so as not to affect the validity or enforceability of the remainder of
this Agreement.

IN WITNESS WHEREOF, the parties hereto have caused their duly authorized
representatives to execute this AGREEMENT.

BOARD OF REGENTS OF THE JEMPAC INTERNATIONAL
UNIVERSITY OF TEXAS SYSTEM CORPORATION
Y/
oy e N W /) A
fdbee Name;_Aliec D /4"
VicefChancellor and General Counsel Title: RS

APPROVED AS TO CONTENT:

Patricia C. Ohlendortf
Counsel to the President

Vice Provost

The University of Texas at Austin

APPROVED AS TO FORM:

Maxwell v l
General Counsel
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4.

U T. Austin - College of Pharmacy: Report on Changes

i n Pharmacy Education.--1n response to changes in

nati onal accreditation standards and state |icensing
requi renents, the College of Pharmacy at The University
of Texas at Austin will begin the process of replacing
the five-year Bachel or of Science in Pharmacy with the
si x-year Doctor of Pharnacy degree as the entry-1|evel
prof essional degree. At the present tinme, students are
able to choose either option. The class entering in
Fall 1998 is expected to be the last to have an option
to pursue either the five-year Bachel or of Science or

t he six-year Doctor of Pharmacy. Because students wl|
continue to have access to an entry-|evel professional
degree, the replacenent of the bachelor’s degree with

t he professional doctorate does not appear to constitute
academ c program abandonnent in the sense intended by the
Regents’ Rul es and Regul ati ons, Part One, Chapter 111,
Section 6, Subsection 6.(11), Subdivision 6.(11)1.

The si x-year Doctor of Pharnmacy degree curricul um

i ncl udes nore extensive clinical field work than is
required for the five-year Bachel or of Science in Phar-
macy degree. Consequently, larger and nore formally
structured off-site educational opportunities are
required. The Dean of the College of Pharmacy, Dr. Jamnes
Dol ui si o, anticipates conpleting formal cooperative
agreenents with at least the followng institutions:

The University of Texas at El Paso
The University of Texas - Pan Anerican
The University of Texas Medical Branch at

Gal vest on

The University of Texas M D. Anderson Cancer
Cent er

Par kl and Health and Hospital System Dall as,
Texas

Texas A&M University Health Science Center/
Scott & White Menorial Hospital, Tenple,
Texas.

Students who conplete their clinical field work at one of
t hese cooperating institutions will have noted on their

di pl onma that the degree is awarded by U. T. Austin in
cooperation with that particular institution. The pro-
gramw Il remain strictly a U T. Austin program not a
cooperative degree program except for the currently

exi sting joint Doctor of Pharmacy degree programw th The
University of Texas Health Science Center at San Antoni o.
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U T. Austin’s College of Pharmacy will continue to nmake
the Doctor of Pharmacy avail able to students who al ready
hol d the Bachel or of Science degree. Wth the national
phaseout of the bachel or’s degree, a grow ng nunber of
bachel or’ s degree hol ders are expected to seek a Doctor
of Pharmacy degree. Consequently, the U T. Austin
Col | ege of Pharmacy is exploring nontraditional and
cooperative ways of delivering the necessary additional
instruction to practicing pharmacists. The Regents’

Rul es and Regul ations currently authorize adm nistrative
approval for off-canpus and distance delivery of instruc-
tion and del egate to the faculty the responsibility for
establ i shing and mai ntai ni ng standards regardi ng transfer
of credit.

In summary, the U. T. Austin College of Pharnmacy plans to
make substantial changes in its curriculumin order to
respond to the national trend towards offering only the
Doctor of Pharmacy as the entry-level degree program

Al t hough these changes may all be inplenmented under
currently del egated authority, the U T. Austin College
of Pharmacy wi shes to informthe U T. Board of Regents
of these changes.

U T. Dallas: Establishnent of a Master of Science
Degree in Medical Managenent and Aut horization to Submt
the Degree Programto the Coordinating Board for Approva

(Cat al og Change).--The Board, upon recommendati on of the
Academi c Affairs Conmittee, established a Master of

Sci ence degree in Medical Managenent at The University
of Texas at Dallas with the assistance of The University
of Texas Sout hwestern Medical Center at Dallas and

aut hori zed subm ssion of the proposal to the Texas Hi gher
Educati on Coordi nating Board for review and appropriate
action. The Master’s degree programis consistent with
t he approved Table of Progranms for U T. Dallas and
institutional plans for offering quality degree prograns
to nmeet student needs.

The Master of Science in Medical Managenent is a

36 senester credit hour degree programto be adm nistered
by the U. T. Dallas School of Managenent Executive Educa-
tion Program The educati onal objective of the program
is to prepare physicians and physician executives to
assunme a nore effective role in the | eadership and
managenent of medicine and health care. The curricul um
will be jointly taught by faculty of the U. T. Dallas
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School of Managenent and School of Social Sciences and
the U T. Southwestern Medical Center - Dallas.

The curriculumin Medical Managenent will not be state-

funded. Courses will be offered and taken sequentially.
Each course, except the six credit hour research project,
will be offered over a period of several weeks using

di stance | earning technol ogi es and an intensive period

of classroominstruction in an off-canpus residential
setting. A mninmumof two years will be required to
conplete all courses. Each individual course of the
curriculumis designed also to qualify for continuing
medi cal education credit through the U T. Southwestern
Medi cal Center - Dallas Departnent of Continuing Educa-
tion. Initially, courses will be offered for continuing
education w thout assurance that it will be applicable to
a degree. Participants wishing to pursue the MS. degree
in Medical Managenent will be required to conplete the
entire 36 senester credit hour curriculumand wll
receive their degree fromU. T. Dallas.

Based on an institutional survey, it is estimated that
67 students (50% of those who enroll for the first
course) fromthe first cohort wll conplete the degree
program and that 350 will conplete the programin the
first five years.

The programw || be evaluated periodically by faculty in
t he School of Managenent and other U. T. Dallas faculty,
by faculty at U T. Southwestern Medical Center - Dall as,
and by participants in the program

The Master of Science in Medical Managenent programw ||
be supported entirely by continuing education fees paid
by enrolled participants. No state support will be used.
A first year budget, based on an enroll nent of 135 stu-
dents, is expected to be $229, 500.

Upon approval by the Coordinating Board, the next appro-

priate catal og published at U T. Dallas will be anended
to reflect this action.
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6.

U T. Dallas: Authorization to Establish a Bachel or of
Sci ence Degree and a Master of Science Degree in Tele-
comuni cati ons Engi neering and to Submit the Degree
Prograns to the Coordinating Board for Approval (Catal og

Change) . -- Approval was given to establish a Bachel or of
Sci ence degree and a Master of Science degree in Tele-
comuni cati ons Engi neering at The University of Texas at
Dallas and to submt the prograns to the Texas Hi gher
Educati on Coordi nating Board for review and appropriate
action. The degree prograns are consistent with the
approved Table of Prograns for U T. Dallas and the
institutional strategic plan.

The Bachel or of Science and Master of Science degrees in
Tel econmuni cati ons Engineering will primarily use courses
whi ch now exi st as a part of the Bachelor of Science and
Master of Science degrees in Conputer Science and in

El ectrical Engineering. The Bachelor of Science degree
will require 130 senmester credit hours, while the Master
of Science degree will require a m nimum of 33 senester
credit hours.

Since nost of the curriculumis based on existing courses
which, in the future, will carry dual course |istings,
very little additional cost will be incurred in offering
these prograns. Additional enrollnment, which is expected
to result fromnore effectively neeting the needs of the
students, will also reduce the unit cost of offering many
of the courses.

Upon Coordi nating Board approval, the next appropriate
catal og published at U. T. Dallas will be anended to
reflect this action.

U T. Pan Anerican: Establishnment of an Ofice of
Graduate Studi es (Catal og Change).--The Board, upon
recommendati on of the Academ c Affairs Committee,
established an Ofice of Graduate Studies at The
University of Texas - Pan Anerican to centralize sup-
port for graduate studies and sponsored research.

U. T. Pan Anerican has a sufficient nunber of naster’s
degree prograns and has awarded nore than enough naster’s
degrees to neet the U T. Board of Regents’ standard for
a graduate school. However, the University is not yet
ready to establish and provide staffing for a conplete
graduate school and wi shes instead to establish an
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“Ofice of Gaduate Studies” which will provide cen-
tralized support for graduate prograns, while | eaving
adm nistrative responsibility with the separate coll eges.
The office, which will be directed by the Associate Vice
President for Academ c Affairs and G aduate Prograns and
Planning, wll also absorb the responsibilities of the

O fice of Sponsored Projects.

It was ordered that the next appropriate catal og pub-

lished at U T. Pan Anmerican be anended to conformto
this action.
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REPORT AND RECOMVENDATI ONS OF THE HEALTH AFFAI RS COW TTEE
(Pages 140 - 233).--Conmmttee Chairman Loeffler reported that
the Health Affairs Conmttee had net in open session to con-
sider those matters on its agenda and to fornul ate recommen-
dations for the U T. Board of Regents. Unless otherw se

i ndi cated, the actions set forth in the Mnute Orders which
foll ow were recormmended by the Health Affairs Conmmttee and
approved in open session and w thout objection by the U T.
Board of Regents:

1. U T. System Approval to Decrease Prem um Rates of
The University of Texas System Professional Medi cal
Liability Benefit Plan (Fornmerly The University of
Texas System Plan for Professional Medical Liability
Sel f-I1nsurance) Effective Septenber 1, 1998.--Upon recom
nmendati on of the Health Affairs Commttee, the prem um
rates for The University of Texas System Professional
Medical Liability Benefit Plan (fornmerly The University
of Texas System Plan for Professional Medical Liability
Sel f-Insurance) were decreased for U T. Systemfaculty
physi ci ans and resident physicians effective Septem
ber 1, 1998, with 50% of the prem umreduction being
based on the actuarially determ ned experience of each
U T. System health conponent by risk class as follows:

Rl SK CLASS 1 Rl SK CLASS 2 Rl SK CLASS 3
PREM UM RATES PREM UM RATES PREM UM RATES
St af f Resi dent St af f Resi dent Staff Resident
UTMDACC $ 2,700 $ 1,536 $ 3,372 $ 1,908 5, 400 $ 3,060
UTSMCDAL 2,556 1, 452 3,192 1,812 5,112 2,892
uTMB 3,072 --- 3, 840 --- 6, 144 ---
UTHSCHOU 2,844 1, 608 3,552 2,016 5, 688 3,216
UTHSCSA 2,796 1,584 3,492 1,980 5,592 3,168
UTHCTY 2,916 1, 656 3, 648 2,064 5, 832 3, 300
Rl SK CLASS 4 Rl SK CLASS 5
PREM UM RATES PREM UM RATES
St af f Resi dent St af f Resi dent
UTMVDACC $12, 564 $ 7,116 $17, 556 $ 9, 948
UTSMCDAL 11, 880 6, 732 16, 608 9, 408
uTvB 14, 292 --- 19, 968 ---
UTHSCHOU 13, 224 7,488 18, 480 10, 476
UTHSCSA 12, 996 7,368 18, 180 10, 296
UTHCTY 13, 560 7,680 18, 960 10, 740
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Pursuant to the authority of Chapter 59 of the Texas
Education Code, the U T. Board of Regents adopted the
Prof essional Medical Liability Self-Insurance Plan to
provi de coverage for certain nedical staff and nedica
students of the U T. System The original Plan went
into effect on April 1, 1977, and is funded by the
paynent of premuns fromthe Medical Service, Research
and Devel opnent Pl ans of the conponent health institu-
tions of the U T. System

Currently, 3,876 staff and resident physicians and
3,200 nedical students are enrolled in the Plan.

See Item 2 Dbelowrelated to the adoption of The Uni -
versity of Texas System Professional Medical Liability
Benefit Pl an.

U T. System Rescission of The University of Texas
System Pl an for Professional Medical Liability Self-

| nsurance; Adoption of The University of Texas System
Prof essional Medical Liability Benefit Plan; and Autho-
rization to Increase the Annual Aggregate for O ains

Ef fective Imediately.--Pursuant to the authority of
Chapter 59 of the Texas Education Code, the U T. Board
of Regents in April 1977 adopted The University of Texas
System Prof essional Medical Liability Self-Insurance Pl an
to provide coverage for certain nedical staff and nedica
students of the U T. System funded with prem uns paid
fromthe Medical Service, Research and Devel opnent Pl ans
of the component health institutions of the U T. System

In order to incorporate changes in Texas insurance |aw
since the Plan’s inception and to clarify certain anbig-
uous sections of the Plan docunent, the Board rescinded
The University of Texas System Plan for Professional Mdi-
cal Liability Self-Insurance and adopted The University of
Texas System Professional Medical Liability Benefit Pl an
set forth on Pages 142 - 157 to include an increase in the
Annual Aggregate for clains from $20, 000, 000 to

$25, 000, 000 effective i medi ately.

See Page 140 related to premumrates for this Plan.
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THE UNI VERSI TY OF TEXAS SYSTEM
PROFESSI ONAL MEDI CAL
LI ABI LI TY BENEFI T PLAN

(Effective February 12, 1998)

ARTI CLE |
PURPCOSE

The purpose of this Plan is to provide certain Mdical
Menbers and medi cal students of The University of Texas System
wi th nedical professional liability indemmity from and agai nst
nmedical liability clainms pursuant to the authority granted to
the Board of Regents of The University of Texas System by
Senate Bill 391, Acts of the 65th Legislature, which Act becane
effective March 10, 1977, as anended.

ARTI CLE 1|
DEFI NI TI ONS

This Plan shall be known as the Professional Mdica
Liability Benefit Plan ("Plan"). Unless otherw se required by
the context, the following ternms shall control

A Medi cal Menbers shall nean:

1. Medi cal doctors, oral surgeons, oral pathol ogists,
doctors of osteopathy, and podiatrists appointed to
the full-time faculty of a medical school or hospita
of the System nedical doctors enployed full-tinme in
heal th services at and by a general academ c
institution of the System residents of such
di sciplines participating in a patient-care program
in the System and fell ows whose salaries are paid by
a System heal th conponent, who are duly |icensed,
credentialed, and registered to practice their
pr of essi on;

2. Medi cal doctors, oral surgeons, oral pathol ogists,
doctors of osteopathy, and podiatrists appointed to
the faculty of a nedical school or hospital of the
Systemon a part-tine or volunteer basis, and who
either devote their total professional service to
such appoi ntnents or provide services to patients by
assignnent fromthe departnent chairnman. For
pur poses of the Plan, such persons are "Medica
Menbers" only when providing services to patients in
conjunction with supervision of nmedical students or
resi dent physicians by assignment fromthe departnment
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chai rman and shall becone participants in the Pl an
only as provided in Article IV, Section 2; and

3. Resi dents who work additional hours for additiona
conpensation at a U T. Systemhealth facility or
facility affiliation with the U T. System wll be
provi ded coverage as long as the situation neets the
requi renents of the Accreditation Council for
G aduat e Medi cal Education (including requirenents of
supervi sion and restrictions on all owabl e nunber of
wor k hours), and the work has previously been

identified as part of the resident's general training

pr ogr am

4. Medi cal students of a nmedical school of the System
and only when participating (wth prior approval of
such nedi cal school) in a patient-care programof a
duly accredited nedi cal school under the direct
supervi sion of a faculty nmenber of the schoo
conducti ng such program

Partici pant means any Medi cal Menber qualifying under
Article IV for participation in this Plan. The coverage
af forded applies separately to each participant agai nst
whomclaimis nade or suit is brought, except with respect
tothe limts of the Systenmis liability.

Medi cal Liability O aimnmeans a cause of action (arising
within the Plan territory) based upon treatnent, |ack of
treatnment, or other clained departure from accepted
standards of nedical care which proximately results in
injury to or death of the participant's patient, whether
the claimor cause of action sounds in tort or contract,
subject to the exclusions described in Article V,
Section 4, bel ow

System neans The University of Texas System

Board neans the Board of Regents of The University of
Texas System

Fund neans the Medical Professional Liability Fund
est abl i shed by the Board.

Adm ni strator neans the Vice Chancell or and General
Counsel of The University of Texas System

Damages neans all damages, includi ng danages for death,
whi ch are payabl e because of injury to which the Pl an
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appl i es, but does not include exenplary or punitive
damages.

Coverage neans the nmedical liability indemity afforded
participants by this Plan.

Plan territory neans

1. The United States of Anerica, its territories or
possessi ons, or Canada; or

2. Anywhere in the world for nmedical doctors, ora
surgeons, oral pathologists, doctors of osteopathy,
or podiatrists, provided the original suit for
damages is brought within the United States of
America, its territories or possessions, or Canada.

Annual period neans fromApril 1, 1977 through

March 31, 1978, and each succeedi ng twel ve-nonth peri od
(fromApril 1, through March 31) or part thereof
termnating with the termnation of this Plan.

Certificate of Coverage neans that docunment issued to the
Medi cal Menber by The University of Texas System
specifying the terns and conditions of the Plan benefits.

Pr of essi onal services neans nedical or health care and
treat nent .

Utilization review nmeans the review of the nedical care of
a patient by a physician for the purpose of determ ning
quality of care, determ ning nedical necessity of care or
treatnent or whether a specific nedical treatnent or
consultation will be authorized, or determ ning in what
setting or what type of health care provider will provide
the treatnent or consultation, in which the physician has
had no cont enporaneous personal involvenent in the care
bei ng evaluated. This review nmay include a revi ew of

medi cal records, nedical history or patient exam nations
in whatever formtransmtted (oral, witten or

el ectronic).

ARTI CLE |11
APPLI CABI LI TY OF PLAN PROVI SI ON

The coverage afforded by this Plan is subject to the

particular ternms, conditions, and |imtations (including, but

limted to limts of liability) of this Plan and the

interpretation thereby by the Board or the Plan Adm nistrator.
Not wi t hst andi ng any ot her | anguage of the Plan, the coverage
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afforded by the Plan applies only to Medical Liability O ains
arising out of incidents, transactions or events occurring on
or after April 1, 1977.

ARTI CLE 1V
CONDI TI ONS FOR PARTI Cl PATI ON

Section 1

Each person who is a Participant on the effective date of
the Pl an, and each person who becones a Participant thereafter,
as long as this Plan remains in effect, shall participate in
the Pl an provi ded, that

A Each nedi cal student, as an additional condition of
participation, nmust pay into the Fund a fee in such anount
or anounts, and at such tine or times, as may be required
by the Board; and

B. A nedi cal doctor enployed full-time in health services at
and by a general academic institution of the System shal
not becone a participant unless and until:

1. Al'l medical doctors so enpl oyed by such institution
elect to participate in the Pl an,

2. Such institution files with the Adm nistrator a
witten application, on behalf of such nedical
doctors, for participation in the Plan, and

3. Such application is approved and accepted by the
Adm ni strator.

Section 2

Medi cal Menbers as defined in Article 11 A 2 above shal
becone participants in the Plan upon witten designation by the
chief admnistrative officer of the health care institution
with the approval of the Administrator and the Executive Vice
Chancel l or for Health Affairs.

ARTI CLE V
COVERAGE OF PARTI Cl PANTS
Section 1 -- Paynments on Behal f of Participants
A Except as otherw se provided herein, the Systemw || pay

on behal f of each participant, fromnonies in the Fund,
all suns which the participant shall becone legally
obligated to pay as danages because of a Medical Liability
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Claimarising fromthe exercise of the participant's

enpl oynent, duties or training with the Systemas a

Medi cal Menber, performed in the practice of his or her
prof ession, including service by the participant as a
menber of a formal accreditation or simlar professional
board or conmttee of a hospital or professional society
with respect to nedical staff privileges, accreditation or
disciplinary matters related to conpetency.

B. Coverage for Medical Menbers as defined in Article 1A 2
above shall be limted to clains arising from assi gned
teaching activities and supervision of nedical students
and resident physicians performed within the course and
scope of the participants' assignnents as evidenced in
witing.

C. Coverage for Participants shall be subject to the
conditions applicable to the Medical Menber through his or
her Certificate of Coverage.

D. Peer review perforned at the request of a credentialing
body or a professional society for the purpose of
determining quality of care is covered provided that any
funds generated fromthe review are deposited into the
practice plan as required by the practice plan byl ans.
Utilization review decisions made by a partici pant that
are pursuant to a contract with an insurance conpany or
managed care organi zation as a provider of health services
i n which the physician has a cont enporaneous personal
i nvol venent in the care of the patient care is covered.

Section 2 -- Defense of Lawsuits

The System shall have the right and duty to defend any
claimor |awsuit against a participant seeking damages because
of such injury even if any of the allegations of the claimor
| awsuit are groundl ess, false or fraudulent. The System may
make such investigation and settlenent of any claimor suit as
it deens expedient. The System shall not be obligated to pay
any claimor judgnent or to defend any suit after the
applicable 'imt of the Systenmis liability has been exhausted
by paynment of judgnents or settlenents, or nonies in the Fund
have been exhausted. The System has no duty to defend any
clainms not covered by this Benefit Plan.

Section 3 -- Supplenentary Paynents

The Systemw ||l pay fromthe Fund, in addition to the
applicable I'imt of liability:
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A Al'l expenses incurred by the Systemin investigating and
defending any lawsuit, all costs taxed agai nst the
participant in any suit defended by the System and all
interest on the entire anmount of any judgnent therein
whi ch accrues after entry of the judgnent and before the
System has paid or tendered or deposited in court that
part of the judgnent which does not exceed the limt of
the Systemis liability thereon;

B. Prem uns on appeal bonds required in any such suit,
prem uns on bonds to rel ease attachnments in any such suit
for an anount not in excess of the applicable limt of
liability of this Plan, but the System shall have no
obligation to apply for or furnish any such bonds.

C Reasonabl e, personal expenses incurred by a participant or
former participant at the Systenls request in assisting
the Systemin the investigation or defense of any claimor

Suit.
Section 4 -- Exclusions
The Systemw || not defend or pay under this coverage for:
A Injury arising out of the performance by the parti ci pant
of any illegal, dishonest, fraudulent, crimnal, malicious

act or omssion by the participant unless participant had
no reasonabl e cause to believe his conduct was unl awful or

illegal;

B. Any clains or |lawsuits based upon the violation of state
or federal law, including antitrust statutes, fraud and
abuse, anti-kickback and illegal renmuneration |aws;

C. Injury arising out of any sexual conduct of the

participant, including but not limted to sexual
harassnment and sexual relations, and including, wthout
limtation, when intentionally or negligently done in
connection with any professional service, act or om ssion,
and regardl ess of whether such conduct is alleged to
constitute negligence;

D. Any injury caused while participant is acting under the
i nfluence of al cohol or controlled substances or as a
result of excessive use of therapeutic drugs;

E. Any use, admnistration or prescription of any drug or
phar maceuti cal disapproved or not yet approved by the
United States Food and Drug Adm nistration for treatnent
for human bei ngs; unless such use, admnistration or
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prescription has been approved by the Institutional Review
Board of the health care institution where such drug or
pharmaceuti cal was used, adm nistered or prescribed;

Any liability arising out of any professional or |icensed
service, act or om ssion outside the scope of
participant's enploynent with System

Injury for which the participant may be held liable as a
proprietor, stockholder, owner, nenber of the board of
directors, governors or trustees, superintendent,
executive officer, departnment head or nedical director of
any non- System owned or managed hospital, sanitarium

| aboratory, clinic wwth bed and board facilities,
infirmary, nursing home, foundation, surgical center,

bl ood bank, conmercial or any other business enterprise
whet her or not related to patient care and/or treatnent;
but, this exclusion shall not be applied to
responsibilities which require the special expertise or
training of a physician or surgeon and whi ch are not
principally executive or adm nistrative in nature;

I njury, of an individual practitioner, arising out of the
rendering of or failure to render professional services by
any ot her person for whose acts or onissions the
participant nmay be held liable as a nenber, partner,

of ficer, director or stockhol der of any professional
partnership, association or corporation;

Injury to any enpl oyee of the participant arising out of
and in the course of that person's enploynent by the
partici pant;

Any obligation for which the participant or any carrier
acting as insurer may be |iable under any workers'
conpensati on, unenpl oynment conpensation or disability
benefits law, or under any simlar |aw

Any liability or indemity obligation assuned by the
partici pant under contract or agreenent, except to the
ext ent endorsed hereto;

Actual or alleged discrimnation because of race,
religion, color, sex, national origin, age or handicap
against a part or present enployee or any applicant for
enpl oynent with any insured, any participant, or any
patient;
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M Danage to property:
1. owned, occupied or rented by a participant;
2. used by a participant;
3. in any participant's care, custody or control; or

4. over which a participant is exercising physical
control for any reason;

N. Any fines, penalties, the return or withdrawal of fees or
gover nment paynents;

@] Any award of punitive or exenplary damages, treble or
mul ti pl e damages;

P. Any claimarising out of professional services which
occurred prior to the prior acts date of this Plan;

Q Any claimarising out of professional services which
happened after the termnation of faculty appointnent,
resi dency or nedical student status with the System

R Any claimarising out of professional services where the
prof essi onal services were billed for by the partici pant
and were not deposited in a System health conponent
practice plan trust;

S. Any claimarising out of professional services perforned
for professional fees, salaries or other conpensation by
Resi dents or Fellows at a non-System owned health care
facility (nmoonlighting); and

T. Any claimarising out of a request by a nanaged care
conmpany or an insurance conpany for a participant to
provide utilization review services in which the
partici pant has no contenporary personal involvenent in
t he care bei ng eval uat ed.

ARTI CLE VI
PARTI Cl PANTS' OBLI GATI ONS

Section 1 -- Assistance and Cooperation of Partici pant
Upon the participant's beconm ng aware of an occurrence or
incident involving an injury or death, or an alleged injury or

death, to which this Plan applies, or may apply, witten notice
containing particulars sufficient to identify the participant
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and al so reasonably obtainable information with respect to the
time, place and circunstances thereof, and the nanes and
addresses of the patient and of avail abl e witnesses, shall be
given by or for the participant to the Adm nistrator as soon as
practi cabl e.

Section 2 -- Notice of daimor Suit

The participant shall give witten notice to the System as
soon as practicable of any clai mnmde agai nst the participant.
The notice shall identify the participant and contain
reasonably obtainable information with respect to the tine,
pl ace and circunstances of the injury, including the nanes and

addresses of the injured and of available witnesses. |If claim
is made or suit is brought against the participant, the
participant shall imrediately forward to the Adm ni strator

every denmand, notice, sunmons, or other process received by the
participant in accordance with adm nistrative regul ations for
the Plan prescribed or approved by the Adm nistrator.

Section 3 -- Cooperation by Participant

The participant shall cooperate with the System and, upon
the Systemis request, assist in making settlenents, in the
conduct of suits, and in enforcing any right of contribution or
i ndemmi ty agai nst any person or organi zation who may be |iable
to the participant because of injury or danage with respect to
whi ch coverage is afforded under this Plan. The partici pant
shal |l attend hearings and trials and assist in securing and
gi ving evidence and obtaining the attendance of w tnesses. The
partici pant shall not, except at participant's own cost, and
after informng the Admnistrator in witing, voluntarily make
any payment, assune any obligation or incur any expense. The
participant shall not take any affirmative act or om ssion
whi ch may reasonably prejudice the defense of the claimor
| awsuit. The taking of any affirmative act or om ssion which
prejudi ces the defense of the claimor lawsuit shall entitle
the System but not obligate the System to deny indemity for
any or all clains or lawsuit so prejudiced.

Section 4 -- Nonassignability of Interest in Plan

The Participant's interest under this Plan is
nonassi gnable. If any participant shall die or be adjudged
i nconpetent, this Plan shall thereupon termnate automatically
as to such participant, but shall cover the | ega
representative of such participant's estate as a parti ci pant
with respect to liability previously incurred and covered by
this Pl an.
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ARTI CLE VI |
LIMTS OF LI ABILITY

The Plan's liability shall not exceed the |imts of
liability stated bel ow, and such stated limts shall be
applied as foll ows:

1. The "per clain limt of liability is the maxi mum
liability the Plan can owe for a claimfirst made
during an annual period of this Plan and covered by
this Plan as a Plan Incident. A single "per clainf
limt of liability shall be applicable to a Pl an
| nci dent regardl ess of the nunber of clains nade or
| awsuits filed, and regardl ess of the nunber of
annual periods involved with any Plan Incident. [If a
Plan Incident involves injuries to nore than one
patient such as in obstetrical services to the nother
and fetus/child or children, a single "per claint
limt of liability shall be applicable for all such
claims and resulting lawsuits. Likewi se, a single
"per claint limt of liability shall be applicable to
all clains by both the patient and by the famly
menbers or the heirs or estate of such patient,
including derivative clains, clainms for |oss of
consortium clains of beneficiaries under the Texas
Wongful Death Statute and clains for nental anguish
and related injuries associated wth bystander
perception or reaction to the injuries sustained by
the patient. Plan coverage limts of liability,
therefore, will not be stacked, added or conbined in
any manner to increase liability under this Plan even
though multiple claimants, multiple clains or
injuries, multiple lawsuits, or annual periods may be
involved within a Plan I ncident.

2. The "annual aggregate for all clains for al
participants” |imt of liability is the maxi mum
liability the Plan can owe for the aggregate of al
Plan Incidents for which clains are first nmade during
an annual period of the Plan for all participants in
t he Pl an.

Whien a claimis first nmade during an annual period as to
the Participant, and thereafter, during the same or a
subsequent annual period, one or nore additional clains or
| awsuits are reported arising out of, directly or
indirectly, the sane Plan Incident, all such subsequent
clainms or lawsuits shall be considered to have been first
made agai nst such Participant at the sane tinme and during
t he same annual period as such claimwas initially
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reported, and a single "per clainf Iimt of liability
shal | be applicabl e.

"First made" neans a claimfirst reported in witing to the
Pl an during the annual period of the Plan.

"Plan Incident” means any and all injuries and conpensatory
damages arising out of: the sane, connected or related patient
services rendered by the Participant or by anyone for whom such
Partici pant has coverage under the Plan for vicarious
liability.

Limts of Liability Schedul e

The followng limts shall apply unless lower liability
limts are set by law, in which case the lower limts shal

apply:

. $500, 000. 00 per claim

Staff Physici an. Coe
. $1, 500, 000. 00 per all clains

Resident and Fellows. . . . . . . . $100,000.00 per claim
Coe $300, 000. 00 per all clains
Medi cal Student. . . . . . . . . . . $25,000.00 per claim
Annual Aggregate for all clains

for all participants . . . . . . . . . . . . $25,000,000

ARTI CLE VI |

| NSURANCE

Section 1 -- Coverage

When the participant has professional liability insurance

which is stated to be applicable to the | oss on an excess or
contingent basis, the amount of the Systemis liability under
this Plan shall not be reduced by the existence of such

i nsur ance.

Section 2 -- |nsurance

When both this Plan and insurance apply to the loss on the
sanme basis, whether primary, excess or contingent, the System
shall not be |iable under this Plan for a greater proportion of
the loss than that stated in the applicable contribution
provi si on bel ow.

A Contribution by Equal Shares. If all such valid and
col l ectible insurance provides for contribution by equal
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shares, the Systemshall not be liable for a greater
proportion of such |oss than woul d be payable if each such
insurer contributes an equal share until the share of each
insurer or the Plan equals the |owest applicable limt of
liability under any one policy or the Plan or the full
anmount of loss is paid, and wth respect to any anount of

| oss not so paid, the remaining insurers or the Plan then
continue to contribute equal shares of the remaining
amount of the loss until each such insurer or the Plan has
paid its [imt in full or the full anount of the loss is
pai d.

B. Contribution by Limts. |If any of such insurance does not
provi de for contribution by equal shares, the System shal
not be liable for a greater proportion of such |oss than
the applicable imt of liability under this Plan for such
| oss bears to the total applicable imt of liability of
all valid and collectible insurance and the Pl an agai nst
such | oss.

ARTI CLE | X
MCDI FI CATI ON AND TERM NATI ON

Section 1 -- Rights of Participants

The Board may termnate the Plan at any tine, or at any
time or fromtime to tinme, nmay anend, alter or suspend the Pl an
in whole or in part, as to all persons eligible to participate
her eunder, or any class or groups of such persons, provided
such action shall not inpair any rights accrued prior to the
effective date of such term nation, anmendnents, alterations or
suspensi on. Any such term nation, anendnents, alterations or
suspensi on shall be effective on the date of the Board action
unless a later date is specified by the Board. The
Adm ni strator shall pronptly give notice of any such
term nation, anendnent, alteration or suspension to all
participants affected thereby.

Section 2 -- Termnation in Event of Mandatory Participation in
O her Indemity or |nsurance Prograns

It is an express condition of the Plan that if the System
is required by law, or by a collective bargaining or other
agreenent, to contribute toward anot her plan, program or schene
provi ding professional liability insurance or indemity
benefits for a class or group of Medical Staff Menbers, this
Plan will termnate forthwith as to such class or group of
Medi cal Staff Menbers.
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Section 3 -- Term nation Upon Cessation of System Enpl oynent

This Plan shall apply to a participant only so | ong as
such participant remains qualified to participate in this Plan,
provi ded that cessation of such participation shall not inpair
any rights accrued under this Plan prior to the effective date
of such cessation of qualification.

Section 4 -- Benefits Term nabl e

Al'l coverage of a participant under this Plan shall cease
at once if the participant engages in any business or perforns
any act which in the sole judgnent of the Board is prejudicial
to the interest of the System

ARTI CLE X
ACTI ON AGAI NST SYSTEM
Section 1 -- Conditions Precedent
No action shall |ie against the Systemunless, as a

condition precedent thereto, there shall have been ful
conpliance with all of the terns of this Plan, nor until the
anount of the participant's obligation to pay shall have been
finally determ ned either by judgnent against the participant
after actual trial, or by witten agreenent of the claimant and
the Adm ni strator.

Section 2 -- Third-party Actions

Any person or organization, or the legal representative
t hereof, who has secured such judgnent or witten agreenent
shall thereafter be entitled to recover under this Plan to the
extent of the coverage afforded by this Plan. No person or
organi zati on shall have any right under this Plan to join the
Systemas a party to any action against the participant to
determne the participant's liability, nor shall the System be
i npl eaded by the participant or his |egal representative.
Bankruptcy or insolvency of the participant or the
participant's estate shall not relieve the Systemof any of its
obl i gati on hereunder.

ARTI CLE Xl
ADM NI STRATI ON OF PLAN

Section 1 -- Admnistration

The Plan shall be adm ni stered by the Adm ni strator under
direction of the Board.
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Section 2 -- Admnistrative Regul ations

The Adm nistrator may fromtime to tinme prescribe
regul ations for the admnistration of this Plan provided that
such regul ations shall, in the opinion of the Adm nistrator, be
consistent with the provisions of this Plan as it may be
anmended fromtine to tinme pursuant to Article I X of this Plan
Pursuant to Section 7.2(13), Chapter 11, Part One, The
Uni versity of Texas System Regents' Rules and Regul ations, the
Adm ni strator may delegate in witing certain admnistrative,
accounting, and investnent functions of the Plan.

Section 3 -- Legal Interpretation

The text of this Plan shall control and the headings to
the Articles, Sections and Paragraphs are for reference
pur poses only, and do not limt or extend the neaning of any of
the Plan's provisions. The Plan shall be governed by and
construed in accordance with the laws of the State of Texas.
Any interpretation of the Plan by the Adm nistrator shall be
concl usi ve as between the Systemand its enpl oyees and
students, participating Medical Menbers, and retired or
otherwi se term nated partici pants, enployees and students, and
may be relied upon by the Systemand all parties in interest.

Section 4 -- Counsel and Settlenment Authority

Authority to enploy counsel, approve attorney fees and
expenses, and approve settlenent of all clains, including
litigation, shall rest with the Adm nistrator, or his del egate,
subject to any additional approval required by the Board of
Regents of the System pursuant to any applicable policies of
the System

ARTI CLE Xl |
GENERAL PROVI SI ONS

Section 1 -- Subrogation

In the event of any paynent under this Plan, the System
shal | be subrogated to all of the participant's rights of
recovery thereof against any person or organization and the
partici pant shall execute and deliver instrunments and papers
and do whatever else is necessary to secure such rights. The
participant shall do nothing after |Ioss to prejudice such
rights.
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Section 2 -- Changes

Notice to any agent or know edge possessed by any agent or
by any ot her person shall not affect a waiver or a change in
any part of this Plan, or estop the System from asserting any
right under the terns of this Plan; nor shall the terns of this
Pl an be wai ved or changed, except by witten waiver or
anmendnment duly approved by the Board.

Section 3 -- Entirety of Agreenent

This Plan enbodies all agreenents existing between any and
all persons and the Systemor any of its agents relating to
this Plan and the coverage afforded hereunder.

Section 4 -- Enploynment Non-Contractua

The System may term nate the appoi ntnment, internship,
resi dency, fellowship, or student-school relationship of any
participant as freely and with the same effect as if this Pl an
were not in operation.

Section 5 -- Actions Against Partici pant

This Plan or its operations shall not in any way affect
any claimor cause of action by the System agai nst a
participant for indemity or contribution arising out of or
incident to any nmedical liability claim

Section 6 -- Conmuni cati ons

Al'l notices, reports and statenents given, nade, delivered
or transmtted to a participant shall be deened duly given,
made, delivered or transmtted when delivered to him or when
mai l ed by first-class nmail, postage prepaid, and addressed to
himat the address |ast appearing on the books of the System
A participant who changes his address shall forthwith give
witten notice to the Systemof such change. Witten
directions, notices and other comunications fromparticipants
to the Systemshall be mailed by first-class nmail, postage
prepaid, or delivered as foll ows:

The University of Texas System
O fice of General Counse

Ashbel Smth Hall

201 West 7th Street

Austin, Texas 78701

Attention: Vice Chancellor and General Counsel
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Section 7

Whenever used in this Plan, mascul i ne pronouns shal
i ncl ude both nen and wonen unl ess the context indicates
ot her wi se.

Section 8 -— Coverage Under Prior Plan

A nedical liability claimthat occurred prior to the
effective date of the revised Plan fil ed agai nst a nedi cal
menber after the effective date of the revised Plan is covered
under the terns of the prior Plan.
Section 9 -- Effective Date

The revised Plan shall be effective February 12, 1998.
3. U T. Health Science Center - San Antonio (U. T.

G S.B.S. - San Antonio): Establishnment of a Master of
CQccupational Therapy (MO T.) Degree and Authorization to

Submt the Degree Programto the Coordinating Board for
Approval (Catal og Change).--Authorization was granted
to establish a Master of QOccupational Therapy (MOT.)
degree at the U T. GS. B.S. - San Antonio of The Uni -
versity of Texas Health Science Center at San Antonio
and to submt the proposal to the Texas H gher Education
Coordi nati ng Board for review and appropriate action.
The master’s degree programis consistent with the U T.
Heal th Sci ence Center - San Antonio’s Tabl e of Prograns
and institutional plans for offering quality degree
prograns to neet student needs.

The Master of QOccupational Therapy degree is a six-year
program wherei n the preprofessional phase (freshman,
sophonore, and junior years) consists of 89 hours of
requi red course work. This work may be taken at any
regionally accredited college or university but a mninmm
of 59 hours may be taken at the freshman and sophonore
| evel, requiring 30 senester credit hours at the junior
or senior upper-division |evel. Follow ng conpletion
of the prerequisites and admttance to the Cccupati onal
Therapy program the student enters the professional
phase, which consists of 111 hours of academ c and
clinical courses at the U T. Health Science Center -
San Antonio and within the conmunity.

The Departnent of COccupational Therapy and the Graduate
School of Bionedical Sciences at the U. T. Health Science
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Center - San Antonio will be responsible for the degree
program The antici pated date to enroll the first
students is the Summer Session 1999.

Thirty-five students are expected to enroll in the entry-
| evel naster’s degree program each year, which is the
sanme nunber currently enrolled in the baccal aureate pro-
gram This nunber neets the needs of the community and

i s the maxi mum nunber of students to whomthe departnent
can provide quality education

The curriculumis a "three plus three" programw th the
preprof essional curriculumconsisting of 89 senester
credit hours based on a broad foundation of I|iberal
arts and science courses. Students will be considered
graduat e students upon entering the professional phase
of the program After conpletion of the first year at
the U T. Health Science Center - San Antonio, students
are eligible to receive a Bachel or of Science degree in
Health Care Sciences (BSHCS). The professional curric-
ulumis consistent with essential program el enents
required for accreditation through the Accreditation
Council for OCccupational Therapy Education (ACOTE).

The Departnent of COccupational Therapy is not requesting
any new funds for the devel opnent and i npl enentation of
the Master of QOccupational Therapy degree program The
current budget allocations for the Bachel or of Science
degree in Cccupational Therapy will be used to fund the
repl acenent Master of QOccupational Therapy degree.

Upon approval by the Coordinating Board, the next appro-
priate catal og published at the U T. Health Science
Center - San Antonio will be anmended to reflect this
action.

U T. MD. Anderson Cancer Center: Appointnent of

M. Leon Leach, Dr. Martin Raber, and M. Dan Fontai ne
to the Board of Directors of the Moncrief Radiation

and Research Foundation.--Article Il, Section 1 of the
Byl aws of the Moncrief Radiation and Research Foundati on
(Foundation) provides that the sole nenber of the Foun-
dation (the President of The University of Texas M D.
Ander son Cancer Center) shall appoint the six directors
provi ded that “the Menber’s appointnment of directors
shal |l be subject to the prior approval of such nom nees
by the Board of Regents of The University of Texas
System” Currently one vacancy exists on the Board of
Directors due to the resignation of M. Robert N. Shaw,
and M. Lee W Hogan and M. Randall Meyer have indicated
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a desire to resign fromthe Board of Directors of the
Foundat i on.

Upon recommendation of the Health Affairs Conmttee,

t he Board approved the appoi ntnent by the sol e nmenber,
i.e. the President of the U T. MD. Anderson Cancer
Center, of the follow ng three enployees of U T. MD.
Ander son Cancer Center to nenbership on the Board

of Directors of the Moncrief Radiation and Research
Foundat i on:

e M. Leon Leach, Chief Financial Oficer

e Dr. Martin Raber, Vice President for
Managed Care and Qutreach Prograns

* M. Dan Fontaine, Chief Legal Oficer

The filling of the positions on the Board of Directors of
t he Foundation by these individuals will not jeopardize

t he i ndependent | egal status of the Foundation but wll
provi de greater cohesiveness between the Foundation and
the U T. MD. Anderson Cancer Center in the furtherance
of the m ssion of each entity.

U T. MD. Anderson Cancer Center: Acceptance of
Pl edge fromthe Famly of M. and Ms. Floyd (Kathl een)
Cai | | oux, Houston, Texas, and Establishnment of the Floyd

and Kathl een Caill oux Research Center in Human Cancer
Geneti cs. -- Approval was given to accept a $10, 000, 000

pl edge, payabl e by Decenber 31, 2004, fromthe famly of
M. and Ms. Floyd (Kathleen) Cailloux, Houston, Texas,
and to establish an endownent at The University of Texas
M D. Anderson Cancer Center to be naned the Floyd and
Kat hl een Cail |l oux Research Center in Human Cancer

Geneti cs.

Funds distributed fromthe endowent will be used to
support the Human Cancer Genetics Programat the U T.
M D. Anderson Cancer Center.

Al t hough a 100% pl edge and a payout period | onger than
five years are exceptions to The University of Texas
System G fts Policy Guidelines, acceptance of the con-
ditions of this pledge will assure the future of this
vital research programat the U T. MD. Anderson Cancer
Center.
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See additional reference on Page 25 in the Report of
Summary of G ft Acceptance and Rel ated Administrative
Acti ons.

U T. MD. Anderson Cancer Center: Approval of

(a) Second Amendnent to License Agreenent Between the

U T. Board of Regents and M D. Anderson Cancer Center
Qutreach Corporation (Qutreach); (b) dinical Support
Servi ces Agreenent Between MDA Hol ding Spain, S. A and

M D. Anderson Cancer Center Qutreach Corporation; and

(c) Sublicense Agreenent Between M D. Anderson Cancer
Center Qutreach Corporation and MDA Hol di ng Spain, S A --
On behal f of The University of Texas M D. Anderson Cancer
Center, the Board approved the followi ng agreenents:

a. Second Anmendnent to License Agreenment between
the Board of Regents of The University of
Texas System and M D. Anderson Cancer Center
Qutreach Corporation (Qutreach) in substan-
tially the formset forth on Pages 164 - 165

b. Clinical Support Services Agreenent between
MDA Hol di ng Spain, S.A. and M D. Anderson
Cancer Center Qutreach Corporation in
substantially the formset forth on
Pages 166 - 213

C. Subl i cense Agreenent between M D. Anderson
Cancer Center Qutreach Corporation and MDA
Hol ding Spain, S.A in substantially the form
set forth on Pages 214 - 231

At its February 1990 neeting, the U T. Board of Regents
approved a |license agreenent whereby Qutreach was
permtted to use the nane and trademark “M D. Anderson
Cancer Center Qutreach Corporation” in the operation of
the Ol ando Cancer Center, Olando, Florida. At its
August 1996 neeting, the U T. Board of Regents approved
a |license agreenent whereby Qutreach was permtted to use
that nanme and tradenmark and specific variances thereof in
the entirety of the United States and its territories and
possessions. At the U T. Board of Regents’ neeting in
May 1997, the Board approved a First Amendnent to License
Agreenent, permtting the |licensing of nanes for the
provi sion of services in other countries under the nanme
M D. Anderson Cancer Center CQutreach Corporation (nanme of
country). By this Second Anmendnent to License Agreenent,
Qutreach seeks Board approval to use a variation of the
M D. Anderson nane, “M D. Anderson Internationa
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with the nane of a foreign country being

pl aced in the blank for geographical identification of
the business entity involved. This will provide nane
identification for an international market in order to
clearly delineate between foreign and domestic operations
of M D. Anderson Cancer Center Qutreach Corporation

Thi s amendnent of the |icense agreenent |eaves in place
the U T. Board of Regents’ ability and authority pur-
suant to the license agreenent to termnate the |license
agreenent if at any time Qutreach fails to conply with
its obligations under the agreenent.

The dinical Support Services Agreenent between NDA
Hol di ng Spain, S. A and M D. Anderson Cancer Center
Qutreach Corporation provides for the operation, by
foreign entities over which Qutreach will have
directorial control, of a cancer center, radiotherapy
center and insurance conpany. The M D. Anderson
International name will be sublicensed to all three
entities.

The Sublicense Agreenent between Qutreach and MDA Hol di ng
Spain, S.A provides the follow ng safeguards to the
trademar ked nanmes owned by the U T. Board of Regents:

a. There may be no assignnment of the sublicense
of the name without the U T. Board of
Regents’ approval (Section 14)

b. Overall quality control of all operations
usi ng the nane are nonitored by CQutreach.
Certain quality nust be maintained or the
Agreenent may be unilaterally term nated
by Qutreach (Section 8.1).

C. Fi nal approval of all nmarketing materi al
by the sublicensees will be determ ned by
Qutreach with review by the U T. System
O fice of General Counsel (Section 8.2)

d. The Sublicense Agreenent automatically
termnates if the dinical Support Services
Agreenent term nates (Section 3.4.1)

e. The Sublicense Agreenent automatically
termnates if the U T. Board of Regents
termnates the licensing agreenent between
the U T. Board of Regents and CQutreach
(Section 3.4.2)
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f. Subl i censes will be granted only to subsid-
iaries that are directly controlled by a
Hol di ng Company for which Qutreach provides
two menbers of the Board of Directors. These
Directors have irrevocabl e veto powers over
any material transactions of the Hol ding
Conmpany (Section 7.1).

Wth regard to the Cinical Support Services Agreenent,
the follow ng corporate structure safeguards and paynent
saf equards are provided for

a. Cor porate Structure Safeguards

1. No Capital Investnent by MDACC or
Qutreach in the Hol ding Conpany or
Subsi di aries (Section 3.1(b))

2. Two of five Board Menbers of Hol di ng
Conpany are Qutreach Appoi nt ees
(Section 3.1(c))

(a) Two Qutreach Appointees nust agree
to any Material Actions of Holding
Conmpany (Section 3.1 (d) and
Exhi bit 3. 1-D)

(b) The two Qutreach Board Menbers nust
vote in favor of Directions to
Subsidiaries (Section 3.1 (h))

(c) Subsidiaries nmust have directions
from Hol di ng Conpany to take any
Material Action (Sections 4.1(f),
5.1(f), 6.1(d) and Exhibit 1.11)

3. Three of five Board Menbers of
Subsi di ari es appoi nted by Hol di ng
Conmpany of which one is named by
Qutreach (Sections 4.1(e), 5.1(e),
6.1(c ))

b. Paynment Saf eguards
1. Guar ant eed Paynent of the greater of
$100, 000. 00 or 10% of Hol di ng Conpany
Profits (Exhibit 7)
2. $800 Per Registered Patient in Spain
Facility (Exhibit 7)
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3. Term nation of dinical Support Services
Agreenent if Financial Goals are not net
(Section 8.10)

4, Annual Audits of Hol di ng Conmpany and Al
Subsi diaries (Sections 3.1(e), 4.1(9),
5.1(g), 6.1(e)).

Each of the subsidiaries, MD. Anderson International -
Espafa, S.A., MD. Anderson International Radiotherapy —
Espafia, S.A., MD. Anderson International - Espafa
Seguros, S. A, are required to maintain sufficient |ia-
bility insurance to insure and protect the interest of
Qutreach and the U T. M D. Anderson Cancer Center.

The U. T. MD. Anderson Cancer Center and Qutreach w ||
be listed as additional insureds on liability policies
required to be purchased by the subsidiaries. Safeguards
are provided to prevent custoners of the subsidiaries
from successfully alleging an agency rel ati onshi p between
the subsidiaries and either Qutreach or the U T. MD.
Ander son Cancer Center. Qutreach will maintain its own
liability insurance.
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SECOND AMENDMENT TO LICENSE AGREEMENT

The Boad of Regents of The Universty of Texas System (the “BOARD OF
REGENTS’) and M. D. Anderson Cancer Center Outreach Corporation (hereafter
referred to as OUTREACH) enter into this Second Amendment to that License
Agreement previoudy made effective as of the first day of January, 1996, (the ‘LICENSE
AGREEMENT'), and approved and entered into by the BOARD OF REGENTS and
OUTREACH, a the BOARD OF REGENTS megting of Augus 7 and 8™, 199 at
Tyler, Texas, and amended per the Fig Amendment to License Agreement, effective
May 1, 1997. This Second Amendment to License Agreement is effective as of the first
day of January, 1998 for the purposes herein set forth. Except as otherwise provided
herein, the defined terms used in this AMENDMENT shdl have the same meanings
assgned to them in that cetain LICENSE AGREEMENT. The BOARD OF REGENTS
and OUTREACH ae referred to collectively herein as the PARTIES.

WHEREAS, the BOARD OF REGENTS owns rights in certain marks used by
The Universty of Texas System and/or component ingtitutions,

WHEREAS, the PARTIES entered into the LICENSE AGREEMENT in order
tha the BOARD could grant to OUTREACH a non-exclusve license to utilize
LICENSED MARKS under the terms and conditions of the LICENSE AGREEMENT:

WHEREAS, Attachment A of the LICENSE AGREEMENT describes the
LICENSED MARKS tha OUTREACH has a nonexclusve license to utilize and

WHEREAS, the PARTIES desre to amend Aftachment A to include additiond
Licensed Maks tha OUTREACH shdl have a non-exclusve license to utilize

NOW THEREFORE, in consideration of the mutud covenants and agreements
contained herein, the PARTIES agree as follows.

1. Attachment A shdl be revised to read in its entirety as follows:

LICENSED MARKS ARE:

1. M. D. Anderson Cancer Center Outreach Corporation

2. M. D. Anderson Cancer Center Outreach Corporation___ *
3 M. D. Anderson Outreach Corporation *

4, M. D. Anderson Outreach *

5. M. D. Anderson Internationd *
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* Denotes that a geographical place name may be inserted.
2. Except as expressly provided in this Second Amendment, al other terms,

conditions and provisions of the License Agreement shal continue in full
force and effect as provided therein.
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CLINICAL SUPPORT SERVICES AGREEMENT
between
MDA HOLDING SPAIN, SA.
M. D. ANDERSON INTERNATIONAL-ESPANA, S.A.
M. D. ANDERSON INTERNATIONAL RADIOTHERAPY-ESPANA, S.A.
M. D. ANDERSON INTERNATIONAL-ESPANA SEGUROS, SA.
and

M. D. ANDERSON CANCER CENTER OUTREACH CORPORATION

DATE:
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CLINICAL SUPPORT SERVICES AGREEMENT

This Clinical Support Services Agreement (the~aAgreement™), etfective as of the st day
of (the ~Effective Date’). is by and between MDA Holding Span. s.A.
(“Holding™). a . M. D. Anderson International-Espafa, S.A. (“MDAI-
Espafia, SA"). a . M. D. Anderson International Radiotherapy-

Espaila, S.A. (“Radiotherapy”). a , M.D. Anderson [ntemational-Espaiia
Seguros, SA. (“[nsurance Company’?. a .and M. D. Anderson

Cancer Center Outreach Corporation (“Outreach’). aTexas nonprofit corporation. (Holding, MDAI-

Espaita, SA. Radiotherapy. and Insurance Company may be referred to individudly or collectively
herein as the “ Spanish Group Entities™).

RECITALS

WHEREAS, Holding has designed a project proposing interrelationships of Spanish
companies as described in these recitds, which companies desire a reationship with Qutreach as
described in this  Agreement;

WHEREAS, Holding is a parent company tha holds a least a 51% ownership interest in
MDAI-Espafia, S.A., Radiotherapy Corporation, and Insurance Company;

WHEREAS, Outreach owns a 10% interest in Holding which interest has certain preferred
rights attached to it;

WHEREAS, MDAI-Espaila, SA. shall develop, own, and operate a cancer center that
provides oncology services through a Cancer Program;

WHEREAS, Radiotherapy shall participate in the Cancer Program by providing certain
radiation oncology services to MDAI-Espaila, SA. for the treatment of patients of the Cancer
Program;

WHEREAS, MDACC is the sole member of Qutreach;

WHEREAS, Outreach has the ability to deiver cetan Clinicd Support Services relaing
to the trestment of cancer, which Clinicd Support Services originate a& MDACC,

WHEREAS, MDAI-Espafia. SA. and Radiotherapy desre to engage, for their benefit and

the benetit of their patients, Outreach to provide certain Clinical Support Services and Outreach
desires to be so engaged; and

WHEREAS, Insurance Company intends to establish and market an insurance product that
will pay for full comprehensive cancer care at the Cancer Center and MDACC in Hougon. Texas.

NOW THEREFORE. for and in consideration of the mutual promises and covenants
hereinafter st forth, the Patties agree to the following:
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L. DEFINITIONS

1.1 Cuncer Center shall mean the facilities located at calle Arturo Soria 270, Madrid.
Spain operated by MDAI-Espafia. S.A. and Rediotherapy in which oncology services are provided

to patients. Subgtitute or additiona locations may be agreed to by the Parties through an amendment
to this Agreement pursuant to Section 2. I.

1.2 Cancer Program shdl mean the delivery of medica. rediation and surgical oncology
savices to patients in the Cancer Center.

13 Clinical Support Services shall mean those clinical support services that Outreach is

obligated to provide to MDAI-Espafia, S A. and Radiotherapy pursuant to Section 2.1 of this
Agreement

1.4 MDACC shall mean The University of Texas M. D. Anderson Cancer Center in
Houston, Texas.

1.5  Operations Commencement Date shall mean the date for commencement of
operations of the Cancer Center as identified'in the notice described in Section 4.6.

1.6 Outreach Affiliate shall mean MDACC and M. D. Anderson Physicians Network
(“MDAPN™. MDAPN is a Texas non-profit corporetion whose sole member is the President of

MDACC and whose Board of Directors is composed entirely of physcians who are on the faculty
of MDACC.

1.7 Qutreach Name shdl mean any form of the name “M. D. Anderson Cancer Center
Outreach  Corporation.”

1.8  Parries shdl mean the Spanish Gmup Entities and Outreach.

1.9 Patients shal mean the patients of the Cancer Program who are diagnosed or treated
in the Cancer Center.

1.10  Physicians shall mean any physician whom MDAI-Espafia, SA. or Radiotherapy
employs or who is otherwise permitted to provide oncology services to Patients (including the Core
Saff, Affiliated Oncology Staff, and Affiliated Support Staff) and who are listed on Exhibit I. 10 to
this Agreement. “MDAI-Espafia, S.A. Physcians’ shdl mean the Physcians liged in Section A of

Exhibit 1.10. “Rediothergpy Physcians’ shdl mean the Physicians lised in Section B of Exhibit
1.10

111  Subsidiary Matrers shdl mean the maters described in Exhibit [. 11

112 Tem chdl mean the initid and any renewd periods of duration of this Agreement
& described in Artice VIII of this Agreement.

1.13  Subsidiaries shdl mesn MDAI-Espafia, SA.. Radiotherapy, and Insurance Company.
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L4 Reserves shall mean the protits of Holding that are not distributed to the sharcholders
as dividends.

{l. OBLIGATIONSOF OCTREACH

2.1 Clinical Support Services. Outreach shall provide those Clinical Support Services
described on Exhibit 2.1 toMDAI-Espafia. S.A. and Radiotherapy for and in consideration gf the
covenants and obligations ofthe Spanish Group Entities as described heréin. The ddlivery of Clinical
Support Services shal be phased in over a three year period as described in Exhibit 2. 1.

2.2 Additional Services. MDAI-Espaiia, SA. and Radiotherapy. at their option, may
purchase additiona services, including but not limited to the additiond services described in Exhibit
22, a raes to be agreed to by the Parties a the time of purchase.

2.3 Subcontractors. Outreach may contract or subcontract with MDACC for the delivery
of Clinicd Support Services to MDAI-Espaiia, SA. and Radiotherapy pursuant to this Agreement.

24  Other Activities by Outreach and Outreach dffiliates. MDACC has throughout its
exisence delivered to requesting physcians parts of Clinicd Support Services. Moreover, MDACC
is required by certain governmental requirements to provide access to its research and clinica efforts.
Neither Outreach nor an Outreach Affiliste shal be deemed to have breached any provison of this
Agreement in the conduct of such activities. Outreach shdl inform MDACC faculty of the existence
of the Cancer Center and its capabilities. Outreach shdl use reasonable efforts to inform Holding
of any clinical support services delivered to physicians in theIberian Peninsula pursuant to this
Section 2.4 as Outreach becomes aware of such events.

25  Exclusivity. During the Term of this Agreement, Outreach shal not enter into and
shall cause Outreach Affiliates not to enter into a relationship with the operator of any facility (other
than MDAI-Espaila, SA. and Radiotherapy) providing oncology trestment services and located in
any areain the countries of Portugal and Spain or any physician group (other than Physicians)
providing oncology trestment services and located in any area in the countries of Portugal and Span
pursuant to which Outreach would provide Clinicd Support Services to such facility or physician
group or pursuant to which such facility or physician group is entitted to use the Outreach Name.
Notwithstanding the foregoing, nothing in this Agreement shdl be interpreted to prohibit Outreach
or any Outreech Affiliste from entering into a transaction with any insurance company domiciled in
the European Union (excluding Spain and Portugd).

2.6  Notification Requirement. During the Term of this Agreement. if Outreach
consders a Clinica Support Services Agreement relationship (“CSSA Relationship™) in any country
that is part of the European Union (other than Spain and Portugd), Outreach shal notify Holding
of such consideration of the CSSA Rdationship (which notification shdl include (i) the country.
city. and region involved and (ii) the services requested of Outreach) and will not conclude any such
other CSSA Reationship for a period of90 days from such notification and will during such 90 day
period discuss with Holding (i) the potentia effect that such other relationship might have on Cancer
Center and (i) the potentid participation by Holding in such other reaionship.
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2.7 Responsibitity. Outreach shall be responsible for all actions to be fultilled by
MDACC pursuant o this Agreement.

III. COVENANTS OF HOLDING

31 Covenants of Holding. Holding covenants and warrants that a all times during the
Term:

(a) Holding shdll mantan & lesst a 51% ownership interest in the Subsidiaries:

(b)  Smultaneoudy with the execution of this Agreement, Holding issuesto
Outreach shares of Holding representing a 10% interest in Holding. Outreach’s
initid  10% interest in Holding may be diluted in terms of ownership percentage, but
Outreach shall continue to be entitled to 10% of any dividends or distributions of
Holding to shareholders in  Holdiig;

(c) Holding shall be governed by a Board of Directors composed of five
directors, and Outreach shal be entitled to select two of the directors. Outreach’s
power to select such directors shall include the power to reappoint. remove and
replace such directors at its sole discretion;

(5] Each action by Holding, its Board of Directors, or its shareholders with
respect to the matters described in Exhibit 3.1-D must have received ether the prior
written gpproval of Outreach or the gpproving vote of both of the Directors appointed
by Outreach;

(e) Holding shall be audited each year by a reputable international firm of
accountants with offices in the United States, using Spanish Generally Accepted
Accounting Principles (“GAAP™). Holding's agreement with the auditor shall
require that the financia Statements or auditors reports include a description of the
differences between Spanish GAAP and US GAAP,

) Holdiig shdl not use any indicia of sponsorship, endowment, or connection
with(i) any entity (other than Outreach) that prepares or pmvides services to Holding
or any Subsidiary similar or analogous to Clinical Support Services or (ii) any
universty or other inditution of higher learning;

(g  The corporete documents of Holding shal provide that the transfer of shares
by shareholders (other than the transfer of shares by Outreach to an Outreach
Affiliate) shall be subject to a system that grants Holding and each shareholder a
right of first refusal for the shares offered for sde, in such manner that:

(i) Anv shareholder intending to transfer his shares must advise the
Board of Directors of Holding of such intent; the latter, in turn, shal convey
this intention to the other exigting shareholders. Both notices should specify
the number of shares to be sold and their price.

- 170 =



(i tach sharcholder shall have a period of | j days to notify the Board
ot Directors of hisintention to acquire the offered shares. Atter the [5-day
period. the Board itself will make a decision based on the bids recajved.
Should the bids outnumber the offered shares. the Board will establish the
preferentid  acquigition rights of&h bidder in proportion to the percentage
of the corporate stock held by each. If after the | j-day period. no shareholder
notifies the Board of Directors of his intention to acquire the offered shares.

the Board of Directors may determine that Holding shall exercise a
preferentid right to purchase the offered shares.

(iii)  If neither existing shareholders nor Holding purchases the shares
pursuant to this Section, then the sdling shareholder may sl the shares, but
only a a price equal to or greater than the price specified in the notice in (i)
above.

(h) Before any vote may be taken by the Board of Directors or the shareholders
of any Subsidiary with respect to any Subsidiary Matter, Holding’'s Board of
Directors must meet to determine Holding's instructions to the Holding
representatives at the Subsidiary’s board or shareholder meeting on how to vote on
such Subsidiary Matter. Holding's decisons ngarding such ingtructions on how to
vote on such Subsdiary Matter must receive the affirmative vote of the two directors
of Holding that are sdlected by Outreach. Holding shall direct its representatives to
vote on the Subsidiary Matter a issue in accordance with the decison of the Holding
Board of Directors. Holding's representatives a the Subsidiary board or Shareholder
Medting shal vote in accordance with the Holding Board's direction; and

(i) Holding shall appoint at least three of the directors on the Board of each
Subsdiary, one of whom shal be named by Outreach. Outreach’s power to select

such directors shall include the power to reappoint, remove, and replace such
directors a its sole discretion.

3.2  Transfer of Qutreach Shares. |n the event that Outreach transfersits sharesin
Holding to a buyer(s) other than an Outreach Affiliate, neither the buyer(s) nor Outreach shal have
the special rights to appoint directors described in Sections3.1{c), 3.1(i). 4.1(e), 5.1(e) and 6.1(c)
and the shares shall be exchanged for ordinary shares with no specid rights whatsoever.

3.3 Sale of Shares upon Termination of Agreement. In the event that this Agreement is
terminated pursuant to Article VIII. then Outreach shadl sdl its shares to Holding. The price to be
pad by Holding to Outreach for such shares shdl be equal to the sum of 2.5 million pesetas and 10%
of the Resarves of Holding, excluding any initid share premium.

IV. OBLIGATIONS OF MDAI-ESPANA, S.A,

4.1 Covenants of MDA[-Espafa. S.A. MDAI-Espadia, §.A. covenants and warrants that
a dl times during the Term;
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() MDAL-Espaia. 5.A. shall provide oncelogy services only to Patients at the
Cancer Center: :

(b) MDAI-Espafia. S.A. shdl be and remain legaly organized to operate a cancer

center and to provide encology services in a manner consistent with al applicable
laws.

(c) MDAI-Espafia. SA. shal be and remain licensed and/or accredited in
accordance with al applicable laws relating to the delivery ot oncology Services,

(@  Clinical direction for all medical aspects of MDAI-Espaiia, SA. shali be
performed in accordance with Exhibit 4. 1;

(¢)  MDAI-Espafia, SA. shall be governed by a Board of Directors composed of
five (5) directors, and Holding shdl be entitled to appoint three of the directors, one
of whom shall be named by Outreach. Outreach’s power to select such director shall
include the power to reappoint, remove, and replace such director at its sole
discretion:

) Before any vote may be token by the Board of Directors or shareholders of
MDAI-Espafia, S.A. with respect to any Subsidiary Matter, Holding's Board of
Directors must have met to determine Holding's indructions to the representatives

at the MDAI-Espaila, S.A. Board or shareholder meeting on how to vote on such
Subsidiary Matter;

(g MDAI-Espaiia, SA. shall be audited each year by areputable international
firm of accountants with offices in the United States, usng Spanish GAAP. MDAI-
Espafia. S.A.’s agreement with the auditor shdl require that the financid Statements
or auditors reports include a description of the differences between Spanish GAAP
and USGAAP,

(h)  The MDAI-Espaila, SA. Physicians listed in Section A of Exhibit 110 shall
be the only physicians whom MDAI-Espaila, S A. employs, contracts with, or
othewise permits to provide medica sarvices in associaion with MDAI-Espaila,
SA. MDAI-Espaiia, SA. shal obtain an amendment of this Agreement prior to
employing, contracting with, or otherwise permitting a physician not listed in Section
A of Exhibit 1.10 to provide such medicd savices, and MDAI-Espada, SA. shdl
obtan an amendment of this Agreement upon the cessation of relationship with a
Physician liged in Section A of Exhibit 1 .10. Each such amendment shdl be in the
same form as Exhibit 1. 10;

(i)  Each MDAI-Espafia, S.A. Physcian shal hold a currently valid and unlimited
license to practice medicine in the country of Spain;

)] MDAI-Espaila, s.A. shall not allow on itsmedical staff any physician who
has not been credentided by MDACC in an applicble specidty, and MDAI-Espaita,
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S.AL shall remove from its medical stattany MDAIL-Espafa. 3.\, Physician who faits
to be recredentialed annually by MDACC. The current MDACC credentialing
procedure IS attuched hereto as Exhibit 4.1¢j):

(k) MDAI-Espada. S.A. shdl not purchase from any source (other than Outreach)
any services similar or analogous to Clinical Support Servicesfor use by MDA[-
Espafa. S.A. Physicians:

() Neither MDAI-Espafia. SA. nor MDAI-Espafia, SA. Physicians shal use any
indicia of sponsorship. endorsement. or connection with (i) any entity (other than
Outreach) that prepares or provides services smilar or analogous to Clinica Support
Services or (i) any universty or other ingditution of higher learning;

(m)  The corporate documents of MDAI-Espaila, SA. shall provide that the
transfer of shares by shareholders shall be subject to a system that grantsMDALI-

Espaiia, S.A. and each shareholder a right of first refusal for the shares offered for
sde, in such manner that:

(1) Any shareholder intending to transfer his shares must advise the
Board of Directors of MDAI-Espaiia, SA. of such intent; the latter, in turn,
shdl convey this intention to the other exigting shareholders. Both notices
should specify the number of shares to be sold and their price.

(i)  Each shareholder shdl have a period of 15 days to notify the Board
of Directors of his intention to acquire the offered shares. After thel5-day
period, the Board itself will make a decision based on the bids received.
Should the hids outnumber the offered shares, the Board will establish the
preferentid  acquisition rights of each bidder in proportion to the percentage
of the corporate stock held by each. If after the 13-day period, no shareholder
notifies the Board of Directors of his intention to acquire the offered shares,
the Board of Directors may determine that MDAI-Espaiia, SA. shall
exercise a preferentid tight to purchase the offered shares, and

(i) If neither existing shareholders nor MDAI-Espaiia, S.A. purchases
the shares pursuant to this Section, then the sdling shareholder may sdl the
shares. but only a a price equa to or greater than the price specified in the
notice in (i) above.

(n)  MDAI-Espaia, SA. shdl maintan a medica staff of no fewer than three (3)
medical oncologists who are Physicians listed on Section A of Exhibit I.10, the

majority of whose practice (excluding work for the Spanish Social Security) is
conducted at Cancer Center.

Exhibit §.10 may be changed (for example to add a physician) by giving notice to Outreach and
obtaining the written approval of Outreach as an amendment to the Agreement in accordance with
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Section 1 2.1, If MDAI-Espadu. S.A. notilics Outreach that it desires to amend Exhibit 1,19 by
giving such notice to Outreach and Outreach does not reject such proposed amendment in writing

within thirty days of Outreach’s receipt of such proposd by MDAI-Espada. S.A.. then Outreach shall
be deemed to have approved the proposed amendment.

4.2 Continuing Obligations. During the Term of the Agreement. MDAI-Espafia. S.A.
agrees to comply with the obligations set forth on Exhibit 4.2.

4.3  Notification. MDAI-Espaiia, SA. shdl notify Outreach in writing within seventy-
two (72) hoursafter MDAI-Espaila, S.A. knows or reasonably should have known that any of the
following events has occurred:

(a) MDAI-Espafia S.A.’s loss of license or loss of certification, accreditation, or
qudification by any licensng, regulatory, or professond organization or agency with
jurisdiction over MDAI-Espaila, SA;

(b)  MDAI-Espaiia. SA. (i) becomes the subject of a disciplinary proceeding or
action before a licenang agency in the country of Spain or (ii) is disciplined by a
licenang agency in the country of Spain;

(c) any cancellation or suspenson of MDAI-Espafia S.A.’s insurance resulting
in the absence of professond, genera, or directors liability insurance coverage for
a period longer than 30 days,

(d) the license to practice medicine of any MDAI-Espaiia, SA. Physicianis
suspended, revoked or terminated;

(e) any MDAI-Espaila, SA. Physician isrequired to pay damagesin any such
action by way of judgment or settlement;

() any MDAI-Espaila, S.A. Physician becomes the subject of a disciplinary
proceeding or action before a licensing agency in the country of Spain; or

(®) any cancdlation of a MDAI-Espafia, SA. Physcian's professond liability
insurance resulting in the absence of professond liability insurance for a period
longer than 30 days.

4.4  Medical Records. With appropriate authorization and subject to Spanish and
European Community law, Outreach shal be entitled to obtain copies of Patients medical records.
MDAI.Espaiia, S.A. shall provide Outreach with all records necessary to carry out Outreach’s
utilization management and quality improvement programs. Outreach shall maintain medical
records recelved pursuant to this Section 4.4 in accordance with applicable law. Such medicad and
other records shal be made available to Outreach a no cost.
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45  MDAI-Espuda. S| Rights. MDAL- Esparia. 5.A. agrees that if may exercise its rights
under this Agreement only at locations approved in writing by Outreach. The only location aoproved
by Qutreach on the Effective Date iscalle Arturo Soria 270, Madrid, Spain.

4.6 Commencement of Operations. MDAl-Espafia. SA. shal give written notice 4,
Outreach of the date on which MDAI-Espafia and/or Radiotherapy first commence operations, which
notice must be given within five (3) days following such date.

V. OBLIGATIONS OF RADIOTHERAPY

51  Covenants of Radiotherapy. Radiotherapy covenants and warrants that at all time
during the Term:

(a) Radiotherapy shall provide radiotherapy services only to Patients at the
Cancer Center;

()] Radiotherapy shdl be and remain legdly organized to provide radiotherapy
savices in a manner conggtent with al applicable laws,;

(©) Radiothergpy shal be and remain licensed and accredited in accordance with
dl applicable laws reating to the deivery of oncology services,

(d) Clinica direction for all medicd aspects of Radiothergpy shal be performed
in accordance with Exhibit 4. 1 ;

(e) Radiotherapy shall be governed by a Board of Directors composed of five (5)
directors, and Holding shal be entitled to appoint three of the directors, one of whom
snadl be named by Outreach. Outreach’s power to sdlect such directors shdl include
the power to regppoint, remove, and replace such director a its sole discretion;

(D Before any vote may be taken by the Board of Directors or shareholders of
Radiotherapy with respect to any Subsdiary Matter, Holding's Board of Directors
must have met to determine Holding's instructions to the representatives at the

Radiotherapy Board or Shareholder Meeting on how to vote on such Subsidiary
Matter;

(g) Radiotherapy shal be audited each year by a reputable internationd firm of
accountants with offices in the United States. using Spanish GAAP. Radiothergpy’s
agreement with the auditor shdl require that the financid <tatements or auditors

reports include a description of the differences between Spanish GAAP and US
GAAP;

(h) Radiotherapy Physicians listed in Section B of Exhibit 1.10 shdl be the only
physicians whom Radiotherapy employs, contracts with. or otherwise permitsto
provide medica services in associdion with Rediotherapy. Radiotherapy shal obtain
an amendment of this Agreement prior to employing. contracting with, or otherwise
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permitting 2 physician awt fisted in Section B3 of Exhibit . 10 to provide SUCh medieat
services, and Radiotherapy shall obtain an amendment Of this Agreement upon the
cessation of relationship with a Physician {isted in Section B of Exhibit] 10. Each
such amendment shdl be in the same form as Exhibit | 10:

(1) Each Radiotherapy Physician shall hold a currently vaid and ynlimijted
license to practice medicine in the country of Spain:

§)] Radiothergpy shal not dlow on its medicd saff any physcian who has not
been credentialed by MDACC in an applicable specialty. and Radiotherapy shall
remove from its medical staff any Radiotherapy Physician who fails to be
recredentialed annualy by MDACC. The current credentialing procedure is atached
hereto as Exhibit 4.1(3);

k) Radiotherapy shall not purchase from any source (other than Outreach) any
savices Smilar or andogous to Clinicd Support Services,

() Neither Radiotherapy nor Radiotherapy Physicians shdl use any indicia of
sponsorship, endorsement, or connection with (i) any entity (other than Outreach)
that prepares or provides services amilar or anadogous to Clinica Support Services
or (i) any universty or other inditution of higher learning;

(m)  The corporate documents of Radiotherapy shall provide tha the transfer of
shares by shareholders shdl be subject to a system that grants Radiotherapy and each
shareholder a right of first refusal for the shares offered for sale, in such manner that:

(i} Any shareholder intending to transfer his shares must advise the
Board of Directors of Radiotherapy of such intent; the latter, in turn, shal

convey this intention to the other existing shareholders. Both notices should
specify the number of shares to be sold and their price.

(i)  Each shareholder shal have a period of 13 days to notify the Board
of Directors of his intention to acquire the offered shares. After thel5-day
period, the Board itself will make a decision based on the bids received.
Should the bids outnumber the offered shares. the Board will establish the
preferentidl  acquisition rights of each bidder in proportion to the percentage
of the corporate stock held by each. I[fafter the 13-day period, no shareholder
notifies the Board of Directors of his intention to acquire the offered shares.
the Board of Directors may determine that Radiotherapy shall exercise a
preferentid right to purchase the offered shares. and

(iii)  [fneither existing shareholders nor Radiotherapy purchases the shares
pursuant {0 this Section. then the selling shareholder may sell the shares. but
only a a price equa to or greater than the price specified in the notice in(i)
above.
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{n) Radiotherapy shdl mantan a medical statfof no fewer than one (| radidion
onculugist who isaPhysician listed on Section 8 of Exhibit 1. 1) the mgjority of
whose practice (excluding work for the Spanish Social Security) is conducted at
Cancer  Center.

Exhibit 1. 10 may be changed (for example to add a physician) by giving notice to Outreach and
obtaining the written approval of Outreach as an amendment to the Agreement in accordance with
Section 12. . If Radiotherapy notifies Outreach that it desres to amend Exhibit 1.10 by giving such
notice to Outreach and Outreach does not reject such proposed amendment in writing within thirty

days of Outreach’s receipt of such proposal by Radiotherapy, then Outreach shdl be deemed to have
approved the proposed amendment.

52  Continuing Obligations. During the Term of the Agreement, Radiotherapy & to
comply with the obligations set forth on Exhibit 5.2.

5.3 Notification. Radiothergpy shal notify Outreach in writing within 72 hours after
Radiotherapy knows or reasonably should have known that any of the following events has occurred:

(a) Radiotherapy’s loss of license or loss of certification, accreditation, or
qudification by any licensng, regulatory, or professona organization or agency with
jurisdiction  over  Radiotherapy;

(b) Radiotherapy (i) becomes the subject of a disciplinary proceeding or action
before a licenang agency in the country of Spain or (ii) is disciplined by a licensng
agency in the country of Spain;

(c) any cancdlation or suspenson of Radiotherapy’s insurance resulting in the

absence of professond, generd, or diitors liability insurance coverage for a period
longer than 30 days,

(dy the license to practice medicine of any Radiotherapy Physician is suspended,
revoked or terminated,

(e) any Radiothergpy Physician is required to pay damages in any such action by
way of judgment or settlement;

(£ any Radiotherapy Physician becomes the subject of a disciplinary proceeding
or action before a licensng agency in the country of Spain; or

() any cancelaion of a Radiotherapy Physician's professona Liability insurance
resulting in the absence of professond liability insurance for a period longer than 30
days.

5.4  Medical Records. With appropriate authorization and subject to Spanish and
European Community law, Outreach shall be entitled to obtain copies of Pdients medical records.
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Radiotherapy shall provide Qutreach with al records necessary to carry out Outreach’ Sytilization
management and quality improvement programs. Outreach shall maintain medicd records received
pursuant to this Section 3.4 in accordance with applicable law. Such medicad and other records shat
be made avalable to Outreach a no cog.

55 Rudiotherapy Rights. Radiotherapy agrees that it may exercise any rights that it hes
under this Agreement only a locations approved in writing by Outreach. The only location gpproved
by Outreach on theEffective Date iscaile Arturo Soria, 270. Madrid, Spain.

VI.  OBLIGATIONS OF INSURANCE COMPANY

6.1 covenants of /nsurance Company. Insurance Company covenants and warrants that
at all times during the Term:

(@) I[nsurance Company shall market an insurance product that will pay for fisll
comprehensive cancer care a Cancer Center or MDACC only;

(b) Insurance Company shall maintain all necessary governmental approvals,
licenses, and permits in each jurisdiction in which it operates,

(c) Insurance Company shah be governed by a Board of Directors composed of
five (5) directors, and Holding shah be entitled to appoint three of the directors, one
of whom shal be named by Outreach Qutreach’s power to select such director shall
include the power to reappoint, remove, and replace such directors at its sole
discretion;

(d) Before any vote may be taken by the Board of Directors or shareholders of
Insurance Company with respect to any Subsidiary Matter, Holding's Board of
Directors must have met to determine Holding's indructions to the representatives
at the Insurance Company board or shareholder meeting on how to vote on such
Subsidiary Matter;

(e) Insurance Company shal be audited each year by a reputable internationd
firm of accountants with offices in the United States, using Spanish GAAP.
Insurance Company’ s agreement with the auditor shah require that the Financial

statements or auditors' reports include a description of the differences between
Spanish GAAP and US GAAP:

(f) The corporate documents of Insurance Company shall provide that the
transfer of shares bv shareholders other than the transfer of shares by Outreach to an
Outreach Affiliate ¢(in the event Outreach owns shares as described in Section 6.1(g))
shdl be subject to a system that grants Insurance Company and each shareholder a
right of first refusa For the shares offered For sde, in such manner that:

(1) Any shareholder intending to transfer his shares must advise. the
Boad of Directors of Insurance Company of such intent; the latter, intum.

- 178 -



shall convey this intention to the other existing sharcholders. Both notices
should spectly the number of shares to be sold and their price.

(ii) Each shareholder shall have a period of |5 days to notify the Board
of Directors ot his intention to acquire the otfered shares. After the | 5-day
period. the Board itself will make a decision based on the bids received.
Should the bids outnumber the offered shares, the Board will establish the
preferential acquisition rights of each bidder in proportion to the percentage
of the corporate stock held by each. If &fter the 15-day period. N0 shareholder
notifies the Board of Directors of his intention to acquire the offered shares,
the Board of Directors may determine that Insurance Company shal exercise
a preferential right to purchase the offered shares; and

(iii)  If neither existing shareholders nor Insurance Company purchases the
shares pursuant to this Section, then the selling shareholder may sell the
shares, but only a a price equal to or greater than the price specified in the
notice in (i) above;

(g) Insurance Company shal afford to Outreach the opportunity to participate as
a minority investor in the Insurance Company, subject to restrictions and conditions
aoplicable to other shareholders and investors (other than Holding and as described
in Section 6.1(f)) in Insurance Company;

(h)  Insurance Company shall notify Outreach in writing within 72 hoursafter
Insurance Company knows or reasonably should have known that there has been a
cancellation or suspension of Insurance Company’s professona. genera, or directors
ligbility insurance coverage for a period of longer than 30 days,

® Insurance Company shadl not use any indicia of sponsorship, endorsement,
or connection with (i) any entity (other than Outreach) that prepares or provides
services t0 any Spanish Group Entity analogous to Clinical Support Services or (ii)
any university or other inditution of higher learning;

M Investors (other than Holding and Outreach) in Insurance Company must be
composed of one or more of AXA-AURORA. ADESLAS/CABSA. CAJA
MADRID. BBV. BCH. and GENERALY; and

(k)  Eachactua] policy and policy document purchased by the insured will include
(inthe first language of the policy holder) disclaimer, release, and covenant not to sue
language that shall prohibit the insured from bringing any cause of action againgt the
licensor Of the name of the Insurance Company for any dispute arising from the

policy.
6.2  Insurance Compuny Marketing Area. Insurance Company may market its insurance

products (conssting solely ot cancer treatment insurance limited to treatment at Cancer Center and
MDACC) in the countries comprising the European Union as of the Effective Date.
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VII.  COMPENSATION

Compensation, The Spanish Group Entities agree 1o compensate Quireach iN accordance
with Exhibit 7 for and in condderation ot Qutreach’s obligations hereunder.

VIIl. TERM! TERMINATION OF THIS AGREEMENT

8.1 Term. This Agreement shdl commence on the Effective Date and shall continue for
an initid period ending on the twentieth anniversay of the Operations Commencement Date. One
year prior to the end of the Term, the Parties may meet to discuss the terms of renewal of the
Agreement. Notwithstanding the foregoing, for those obligations covenants and libilities of the
Parties which, by ther nature, should not have effect until the Operations Commencement Date, the
term or period for those obligations, covenants, and liabilities shal be deemed to commence on the
Operations Commencement Date and last through the twentieth anniversary of the Operations
Commencement Date.

8.2 Termination by Agreement. In the event the Paties shdl mutualy agree in writing,
this Agreement may be terminated on the date specified in such written agreement.

8.3 Termination for Cause by Either Party. Either Paty may terminate this Agreement
for cause upon thirty (30) dayswritten notice to the other Parties hereto. For purposes of this
Agreement, “cause’ shdl be condrued to mean a materiad breach of an obligation to be performed
hereunder that is not cured within thirty (30) business days following receipt of notice of the breach,
unless such breach cannot reasonably be cured within such thirty (30) day period, in which case the
breaching Party has not begun to cure such breach during the thirty day period and the breaching
Party has not cured the breach within ninety (90) days following receipt of notice of the breach.

8.4 Bankruptcy. Any Paty may terminate this Agreement effective immediately upon
written notice, if another Party files a petition in bankruptcy, is adjudicated bankrupt, or takes
advantage of the insolvency laws of any jurisdiction, makes an assignment for the benefit of
creditors, is voluntarily or involuntarily dissolved, or has a recever, trustee, or other court officer
appointed with respect to its property.

8.5 Termination by Outreach. Outreach, in its sole option, may terminate this Agreement
effective immediately (a) if any of the covenants set forth in Sections 3. 1,4.1,5. 1 or 6.1 are
breached; (b) upon the occurrence of any event that would require any Spanish Group Entity to give
Outreach notice pursuant to Sections 4.3(a), 4.3(¢), 5.3 (8). or 3.3(c); (c)upon the occurrence of any
event that would require any Spanish Group Entity to give Outreach notice pursuant to Sections
4.3(d), 4.3(g), 5.3(d), or 3.3(g) unless the applicable Spanish Group Entity prohibits the Physician
a issue from providing services to Patients within five (3} days following knowledge of the event
giving rise to the requirement for notification; (d) upon the termination of the Sublicense
Agreements entered between Outreach and Holding, effective | (the -Sublicense
Agreements’); (&) if MDAI-Espafia. SA. fals to pay the CSSX service fee when due as described
in Exhibit 7 and such failure is not corrected by such date by Holding; or(t) if Holding fals to pay
any fee or other didribution required by Exhibit 7 or esewhere in this Agreement.
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8.6 Termination by Spanisit Group Entities. Spanish Group Entities onay terminate this
Agreement pursuant to Scetion 8.3 18 Outreach fails to deliver Clinical Support Services in
accordance with Seetion 2.0,

8.7 Termination Due to Legistative OF Administrative Changes. [ the event that thepe
shdl be a change in-the tederal or state law of the United States of America. the laws of the Kingdom
of Spain. the Medicare or Medicaid Satutes. regulations. or general ingtructions (or in the application
thereof), the adoption of new legidation or regulations applicable to this Agreement, or the initiation
of an enforcement action with respect to legidation, regulations, or indructions applicable t0 this
Agreement, any of which affects the continuing viability or legdlity of this Agreement, then dther
Party may by notice to the other Party propose an amendment to conform this Agreement to existing
laws, If notice of such a change or an amendment is given and if the Parties are unable within
(30) days thereafter to agree upon the amendment. then ether Paty may terminate this Agreement
by ninety (90) days notice to the other Party, unless a sooner termination is required by law.

8.8 Termination Due to Federal Income Tax Status. In the event that there shdl be a
changein the Internal Revenue Code or the Treasury Regulations promulgated thereunder, the
promulgation by the Internal Revenue Service of rulings or other authorities, or achange in the
Internal Revenue Savice's interpretation of any of the foregoing that, as a result of this Agreement,
adversely affects the status of Outreach as an organization described in section 501(c)(3) of the
Interna  Revenue Code of 1986. as amended, or if the Internad Revenue Service takes, or proposes
to take, any action that would, as a result of this Agreement, adversdy affect the ability of Outreach
to quaify as, or continue its status as, an organization described in section 301(¢c)}3) of the Internal
Revenue Code of 1986, as amended, then Outreach may by notice propose an amendment to
conform this Agreement to existing laws or Internd Revenue Service postions. If notice of such
a change or an amendment is given and if the Parties are unable within thirty (30) days thereafter
to agree upon the amendment, then Outreach may terminate this Agreement by ninety (90) days
notice to the Spanish Group Entities, unless a sooner termination is required by law.

8.9  Special Action The Parties understand that the Clinicd Support Services provided
by Outreach hereunder are supplied to Outreach by MDACC, a component institution of The
University of Texas Sysem (the “System”). In the event that thege is an action by MDACC or the
System that would require Outreach to review, adjust, or terminate the delivery of Clinical Support
Services as described in this Agreement, then Outreach may by notice to The Spanish Group Entities
propose an amendment to the Agreement to conform with such requirement. If notice of such a
proposed amendment is given. and if the Parties are unable within thirty (30) days thereafter to agree
upon the amendment, then either Pary may terminate this Agreement by ninety (90) days written
notice to the other, unless a sooner termination is required by circumstances.

8. 10  Termination pursuant fo Financial Performance Test.

(a) In the event that a the end of the first tive years following the Operations
Commencement Date. Outreach and MDACC have not recelved an aggregate of US
$2.152.670 (representing 65% of(i) projected compensation under Exhibit 7 to be
pad by MDAI-Espaa. SA. to Outreach and (it} projected distributions of Holding
as adjusted) in cash trom both MDAI-Espada, SA. and Holding as set forth in
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Lxhibit 8.10. Ourcach may terminate this Agreement. For purposes of this Section
8.10¢a). no more than USS213.267 of such cash requirement may consist of cash
provided tfrom MDAL-Espattia S.As an d Holding's clinical cancer research
initiatives that is received directly by MDACC in Houston (the “Financid
Pertormance Tedt”). Notwithstanding the above. in the event that the Holding Board
of Directors unanimously votes to reinvest after-tax profits rather than make
distributions on equity. then MDACC shall be deemed to have constructively
received in kind rather than in cash Holding' s cash requirement of the Financial
Peformance Test.

(b)  Inthe event that in the end oF year ten ( 10) and year fifteen (I 3) following the

Operations Commencement Date, Outreach and MDACC have not received a
specific sum certain of cash for the applicable five (5) year period from both MDAI-

Espaiia and Holding (consisting of 65% of(i) projectd coinpensation under Exhibit

7 to-be paid by MDAI-Espafia, S.A. to Outreach and (ii) projected distributions of
Holding as adjusted), such sum of cash to be determined from the annual budgeting
process of MDAI-Espaiia, S.A. and Holding. thereby setting forth the calculated
Financid Peformance Test, Outreach may terminate the Agreement.

() In the event that after completion of each year’s annual budget for both
MDAI-Espaiia, SA. and Holding, the annual budgeted amount of cash flow for each
succeeding year does not exceed annua cash flow for the prior year, Outreach may
terminate the Agreement; provided however that by unanimous vote of the Board of
Directors of MDAI-Espafla, SA. and Holding, such budgeted cash flow may be less
than the prior year's actua cash flow.

(d) With respect to the tests described in subparagraphs (a) and (b) above and
soldy for purposes of applying the Financid Performance Tedt, the target amount
(which is expressed in US dollars) representing 65% of projections for the applicable
Syear period dso shall be cdculated in pesetas using the peseta/dollar exchange rate
existing on the date of the projections. In addition, the receipts by Outreach or
MDACC (which will bein US dollars) also will becalculated in pesetas using the
peseta/dollar exchange rate existing on the dare of each such receipt. The applicable
Financial Performance Test will be deemed to have been complied with if the

aggregate receipts so calculated in pesetas equal or exceed the target amount so
cdculated in pesetas.

8.11  Termination for Failure t0 Meet Contingencies. Outreach, in its sole option. may
terminate this Agreement etfective immediatedly upon the falure of the applicable Spanish Group
Entity to fulfill the obligation described below by the date prescribed for such obligation:

(a)  On or before June 1, 1998. MDAl-Espafia, SA. shdl have executed a lease
with the Spanish Navy for the facility known as the Polidinica Naval Nuestra Senora
del Camen upon the terms described in the Arthur Anderson feasibility study dated
February 14. 1997 (the “Arthur Anderson Feasibility Study”). The lease
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arrangements shall eequire the naval facility to provide several key services including
dictary, pharmacy. and eperating room/intensive ¢are UNIt.

(b) On or before April 1.1999, Holding. MDAI-Espadia. SA. and Radiotherapy
shall have been capitalized in accordance with the Arthur Anderson Feasibility

Study.

(c) On or before May |. 1999, MDAI-Espaita, SA. shall have entered into
contractual relationships with al of the following physcians to provide services in
the Cancer Center on the Operations Commencement Date: Dr. D. Jose Maria
Fernandez Rafada, Dr. Ramén Maria Perez Carrion, and Dr. D. Jose Francisco
Tomas.

(d) On or before May 1, 1999, Radiotherapy shdl have entered into contractua
relationship with a mutually agreed upon radiation oncology physician to provide

radiation oncology services in the Cancer Center on the Operations Commencement
Dae.

(e) On or before June 1, 1999, MDAI-Espafia, SA. shall have completed
renovation of the Cancer Center, which renovations must have been reviewed and
approved in writing by Outreach a the following three dtages: (i) the program design
sage, (ii) the schematic design stage, and (iii) the entire project after 80% of the
renovations have been completed. On or before Junel, 1999, Radiotherapy shall
have completed condruction of the radiation facility, which congtruction must have
been reviewed and approved in writing by Outreach at the following three stages:
(i) the program design stage, (ii) the schematic design stage, and (iii) the entire
project after 80% of the renovations have been completed.

3] On or before June 1, 1999, the Spanish Group Entities shdl have receved
approvals from all governmental agencies which approvals ae required for the
Spanish Group Entities to consummate the transactions set forth herein;

() On or before July 1, 1999, MDAI-Espafla, SA. and Radiotherapy shal have
begun dedivering oncology services to Patients.

(h)  On or before July 1, 1999. Insurance Company shall be organized and
capitalized in accordance with the Arthur Anderson Feashility Study.

(1) On or before July 1, 1999, Insurance Company shall have executed this
Agreement.

8.12  Effects Of Termination. Upon termination of this Agreement, as provided herein,
neither Paty shdl have any further obligation hereunder except for (a) obligations accruing prior to
the date of termination. and (b) obligations. promises. or covenants contained herein that are
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expressly made to extend bevond the Term ot this Agreement. including. Without {imitation.
confidentiality obligations.

IX. INSURANCE

9.1 Spanish Group Entities. Each Spanish Group Entity. at its sole cost and expense,
shal procure on or before the Operations Commencement Date and maintain commercia insurance
coverage for general and professona liabilities as described below. Such insurance procured by
each Spanish Group Entity shdl lig Outreach and MDACC as named insureds to be covered under
the insurance policies, and Outreach shall pay any increase in the cost of the insurance resulting from
the inclusion of Outreach and MDACC as named insureds on the insurance policy. Within thirty
(30) days after the Operations Commencement Date of this Agreement and annudly theredfter, each
Spanish Group Entity shdl provide Outreach with a copy of the ‘insurance policy. Each Spanish
Group Entity shall notify Outreach of any reduction, suspension, or cancellation of such insurance
coverage within three (3) business days of the Spanish Group Entity’s receipt of such notice.

(a) Holding shdl mantan coverage for generd and professond ligbilities in
accordance with commercialy acceptable standards for similar  companies.

(b)  MDAI-Espaila, SA. shall maintain coverage for general and professional

ligbilities in accordance with the commercidly acceptable standards for companies
providing smilar  services.

(c) Radiothergpy shdl maintan coverage for generd and professond lighilities
in accordance with the higher of (i) the recommendations and instructions of the
Official Physician College of Madrid (Colegio Oficial de Medicos de Madrid
(“COMM™ or (ii) commercidly acceptable standards for similar companies.

(d) Insurance Company shall maintain coverage for general and professional
ligbilites as required by Spanish law.

9.2 Physician Insurance. MDAI-Espaila, SA. and Radiotherapy shall cause each
Physcian to cary effective as of the Operations Commencement Date and during the rest of the
Term of this Agreement, generd and professond liability insurance coverage to protect aganst any
ligbility to Petients or the public generally in accordance with the recommendations and ingtructions
of the COMM. Furthermore. if the COMM recommends an increase in such coverage as agreed to
by the insurance company utilized by the COMM, each Physician shall increase his insurance
coverage up to such limits. Within thirty (30) days after the Operations Commencement Date and
annually thereafter, MDAI-Espafia. S.A. and Radiotherapy shall provide Outreach with acopy of
each Physdcian insurance policy. MDAI-Espafia, S.A. and Radiotherapy shal notify Outreach of any
reduction, suspension, or cancellation of such insurance coverage of any Physician within 72 hours
of such reduction. suspension. or cancellation of insurance.

9.3 Directors Liability Insurance. Each Spanish Group Entity, at its sole cost and
expense, shdl procure on or before the Effective Date and maintain commercid insurance coverage
for the lidbilities of its board ofdirectors in accordance with commercialy acceptable standards for
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such companies. Within thirty 1 301 days atter the Effective Date and annually therealier, cach
Spanish Group Entity shall provide Outreach with a certiticate evidencing such insurance coverage,
Each Spanish Group Entity shall notity Qutreach of any reduction. suspension. or canceltation Of

such insurance coverage within three { 3 ) business days of the Spanish Group Entity’s receipt of ¢apy
notice.

9.4  Duty to Defend und Cooperate. To. the extent not covered by liability insurance
caried by the Paties, each Paty shdl be soldy responsble for its own claims. liabilities, damages,
injuries, suits, demands, and expenses of al kinds (including. without limitation, attorneys fees and
court costs) that may result or arise from any aleged malfeasance, neglect. misconduct, error, or
omission caused, or aleged to have been caused. by such party, or by any member, partner,
employee, representative, agent, or contractor of such party, in connection with the performance of
this Agreement. In the event that a clam is made againgt all paties, it is the intent of al Parties to
cooperate in the defense of sad clam and to cause ther insurers tedo likewise.

X. THE spaNISH GROUP ENTITIES REPRESENTATIONS AND WARRANTIES

As of the date hereof, each of the Spanish Group Entities represents and warrants to Outreach that
the following facts and circumstances are true and correct and hereby acknowledges that such facts
and circumstances constitute the basis upon which Outreach has been induced to enter into and
perform this  Agreement:

(a) Each of the Spanish Group Entities is a corporation duly organized and
vaidly existing in good standing under the laws of the country of Spain and has the
requigte authority to enter into this Agreement, perform its obligations hereunder,
and to conduct its business in the manner that is contemplated by this Agreement.
Each of the Spanish Group Entities is duly authorized, qudified, and licensed under
al applicable laws, regulations. and ordinances and orders of governmental
authorities having jurisdiction over operations of the Spanish Group Entities.

(b)  The execution, deivery, and peformance of this Agreement by the Spanish
Group Entities and the consummation of the transactions set forth herein by The
Spanish  Group  Entities:

(1) are within their respective corporate powers, are not in contravention
of taw or the terms of their articles of incorporation, bylaws. or any
amendments thereto, and have been duly authorized by al appropriate
corporate  action;

(i)  co the best of the Spanish Group Entities knowledge after due inquiry
and except as otherwise expressly herein provided and except for filings
heretofore made by the Spanish Group Entities. do not require any approva
or consent of. or filing with, any governmentd agency or authority bearing
on the vdidity of this Agreement that is required by law or regulation of any
such agency or authority;
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(i) will neither contlict with nor pesult in any breach. event of defaule,
default under or contravention of. nor permit the acceleration of the maturity
of ¢r the creation ot any lien under. any indenture. Mortgage. agreement,
lease. contract. instrument. or understanding to which any Spanish Group
Entity is a party or by whichany Spanish Group Entity is bound:

(iv)  will not violate any statute, law, or regulation of any governmental
authority to which any Spanish Group Entity may be subject; and

(v)  will not violae any judgment of any court or governmenta authority
to which any Spanish Group Entity may be subject.

(c) Except for MDAI-Espafla, SA., Radiotherapy, and Insurance Company,
Holding has no subddiaries or invesments in another entity.

(@  This Agreement will conditute the vaid and legaly biding obligation of the
Spanish Group Entities and is and will be enforceable against the Spanish Group
Entities in accordance with the respective terms hereof.

(e) Each of the Spanish Group Entities is in compliance with dl gpplicable laws
of Spanish authorities and al applicable rules, regulaions, and requirements of dl
Spanish commissions, boards, bureaus, and agencies having jurisdiction over the
Spanish Group Entities and has timey filed al reports, data, and other information
required to be filed with such commissions, boards, bureaus, and agencies where a

falure to file timedy would have an adverse effect on the transactions contemplated
herein.

(H There are no clams, actions, suits, proceedings, or investigations pending,
threatened against. or affecting any Spanish Group Entity at law or in equity or
before or by and naiond or locad or other governmental department, commission,
board, bureau, agency, or insrumentality wherever located.

(®) This Agreement and the exhibits hereto and all other documents and
information furnished by the Spanish Group Entities and their representativesto
Outreach pursuant hereto do not and will not include any untrue statement of materid
fact or omit to state any materid fact necessary to make the statements made herein
and theren not mideading.

OUTREACH REPRESENTATIONS AND WARRANTIES

As of the date hereof, Outreach represents and warrants to the Spanish Group Entities that the
following facts and circumstances are true and correct and hereby acknowledges that such facts and
circumstances condtitute the basis upon which the Spanish Group Entities have been induced to enter
into and perform this Agreement:
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standing under the laws of the state of Tcm.s and has the requisite author

in good

Outreach is a vorporation duly organized and validly uumnki
ity to,,

into this Agreement. perform its obligations hereunder. and to conduct its busness
in the manner that is contemplated by this Agreement. Outreach is duly authorized,
qualified. and licensed under all applicable laws. regulations. and ordinances ahd
orders of governmenta authorities having jurisdiction over operations of Qutreach.

(b)

The exection. delivery. and performance of this Agreement by Qutreach and

the consummation of the transactions set forth herein by Outreach:

(©)

(i are within its corporate powers, are not in contravention of law or the
terms of its articles of incorporation, bylaws, gr any amendments thereto and
have been duly authorized by al appropriaie corporate action;

(i) to the best of the Qutreach’s knowledge after due inquiry and except
as otherwise expresdy herein provided and except for filings heretofore made
by Outreach, do not require any approval or consent of, or filing with, any
governmental agency or authority bearing on the vadidity of this Agreement
that is required by law or regulation of any such agency or authority;

(iii)  wilt neither conflict with nor result in any breach, event of default,
default under or contravention of, nor permit the acceleration of the maturity
of or the creation of any lien under, any indenture, mortgage, agreement,
lease, contract, instrument, or understanding to which Outreach is a party or
by which Outreach is bound;

(ivy will not violate any datute, law, or regulation of any governmentd
authority to which Outreach may be subject; and

(v)  will not violate any judgment of any court or governmental authority
to which Outreach may be subject.

This Agreement will constitute the valid and legally binding obligation of

Outreach and is and will be enforceable against Outreach in accordance with the
respective terms hereof.

XI1l. GENERAL PROVISIONS

121  Amendment. This Agreement or any part of it only may be amended at any time

during the Term of the Agreement by the mutua consent in writing of duly authorized
representatives of the Parties.

12.2  Applicable Law. To the extent that disputes under this Agreement involve issues O
federd copyright laws, such disputes shadl be governed by and congtrued in accordance with US
federad copyright law. Except as provided in Sections 44 and 54, al other disputes arisng under
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this Agreement shall be governed by and construed in accordance With Texas law without regard tO
Texas cuntlict of laws provisons. The exclusive jurisdiction and venue for resotution ot aft disputes
pursuant to this Agreement should be in tederal and state courts located iN Harris County. Texas,

123 Attorney Fees: Enforcement Costs. [fany legd action or other proceeding is broughe
for the enforcement of this Agreement, or because of an aleged dispute, breach, default, oe
misrepresentation in_connection with any provison of this Agreement. the successtul Of prevailing
Party shall be entitled to recover reasonable attorney’s fees. court costs. and other reasonable
expenses incurred in connection with maintaining or defending such action or proceeding, as the case
might be., including any such attorney’s fees, costs, or expenses incurred on appedl. in addition to any
other relief to which such Paty may be entitled.

12.4  Assignment. Nether this Agreement nor any rights, powers, or duties hereunder may
be assigned by any Party without the express written consent of the other Parties, and any such
unauthorized assignment shall be void, except that Outreach may assign this Agreement to an
Outreach Affiligte without the written consent of any Spanish Group Entity. If any unauthorized
assignment is attempted by either Party, any other Party shall have the power, at its election, to
terminate this Agreement, effective immediately upon the giving of notice to the Paty atempting
such unauthorized assignment. in addition to any other remedies available to the Party. This
Agreement shal inure to the benefit of and shal bind and be enforcesble by or against the successors
and permitted assignees of the Parties hereto.

125  Confidentiality. Al Pdtties, including their affiliates, recognize and acknowledge tha,
by virtue of entering this Agreement, the Paties shal have access to information that is confidential
and conditutes vauable, specid, and unique property of the other Paties. Such information (the
“Confidentid  Information”) shal include, without limitation, clinicd quidelines, care pathways,
methods of multi-disciplinary  trestment planning, DiagnosigTreatment Categories and pricing  of
this Agreement. The Parties agree that no Party shdl a any time, either during or subsequent to the
Term of this Agreement, disclose to others, use. copy, or permit to be copied any Confidential
Information of another Party for any reason or purpose without the other Party’ s prior written
consent unless required by law. No Party shall disclose the terms of this Agreement, including, but
not limited to, the compensation paid to Outreach, without the prior written consent of the other
Paties unless required by law. This Section 125 shdl survive the termination of this Agreement
Notwithstanding the above, the Parties agree to execute the Spanish verson of the document before
a Spanish Public Notary. Such execution shal not conditute a violation of Section 12.5.

12.6  Enforceability. In the event any provison of this Agreement is rendered inveid or
unenforcesble by a vaid Act of Congress or of any date or by any regulation duly promulgated by
officers of the United States or of any state acting in accordance with law or of the Kingdom of
Spain, or declared null and void by any court of competent jurisdiction, the remainder of the
provisions of this Agreement shall remain in full force and effect. In the event any part of this
Agreement shdl be findly determined by a court of competent jurisdiction to be non-binding on any
of the Parties, it shdl remain binding. and in full force and effect. with respect to the remaining Party
or Parties.
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12.7 Mo Third Party Beneficiaries.  Nothing contined in this Agreement shall be
construed to create inany person NUt a Party to this Agreement any rights. duties, OF oblivations.

12.8  Huiver of Breach. Waiver of breach of this Agreement shal not be deemed to be a
waiver of any other breach of the same or another provision of this Agreement or any giher
Agreement between or among any of the Parties. and shall not bar any action for subsequent breach
thereof.

12.9  Status of Parties. None of the provisions of this Agreement are intended to credte pop
shall be deemed or construed to create any relationship between the Parties other than that of
independent entities contracting with each other hereunder solely for the purpose of effecting the
provisions of this Agreement. None of the Patties, nor any of their respective officers, directors, or
employees, shdl be construed to be the agent, employee, or representative of the other. No Party is

authorized to represent the other for any purpose whatsoever without the prior written consent of the
other except as specificaly provided herein.

12.10 Force Majeure. SO Paty shdl be lidble nor deemed to be in default for any delay
or failure to perform under this Agreement deemed to result, directly or indirectly, from any cause
beyond the reasonable control of any other Party. including without limitation, Acts of God, civil or
military authority, acts of public enemy, tires, floods, gtrikes, or regulatory delay or redtraint.

12.11 Remedies. All rights powers, and remedies granted to any Paty by any particular
term of this Agreement are in addition to, and not in limitation of, any rights, powers, or remedies
that it has under any other term of this Agreement, & common law, in equity, by Statute, or other-
wise, and al such rights, powers, and remedies may be exercised separately or concurrently, in such
order and as often as may be deemed expedient by any Party. No delay or omission by any Party to

exercise any right, power, or remedy shal impair such right, power, or remedy or be construed to
be a waiver of any breach or default or an acquiescence therein.

1212 Captions and Gender. All section titles or captions contained in this Agreement are
for convenience only and ate not deemed part of the text of this Agreement All pronouns and any
variations thereof are deemed to refer to the masculine, femining neuter, singular, or plurd as the
identity of the person or persons may require.

12.13 Sale or Merger. Each Party agrees to inform the other as soon as practicable if a
change in ownership is contemplated.

12.14  Incorporation of Aitachments. All Exhibits and Attachments to thisAgreement arc
incorporated by reference herein and are made a part of this Agreement.

12.15 Counterparts. This Agreement may be executed in two or more counterparts, each
of which shal be deemed an original and &l of which together shall congtitute but one and the same
instrument.

12.16 Entire Agreement. This Agreement and all attachments hereto together with the
Sublicense Agreements contain the entire agreement between the Parties hereto with respect to the
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subject matter hereot and supersedes any and all prior agreements and understandings. whether oral
or written. between the Parties hereto relating to such subject matter.

12. 17 Non-Exclusive Agreement.  The Parties hereto agree that Outreach shall not be
precluded from entering into arrangements to provide the types of services set forth herein to other

entities. persons. or organizations, except as provided in Section 2.5.

12.18 Patient Referrals. The Paties agree that the benefits for the Spanish Group Entities
hereunder do not require, are not payment for, and are not in any way contingent upon the admission.
referrdl, or any other arrangement for the provision of any item or service offered by Outreach or any
Outreach Affiliate with respect to any patients in any facility or laboratory owned, controlled,
managed, or operated by Outreach or any Outreach Affiliate. All decisons concerning medica care
made by Physicians shal be made in consderation of the best interest of the Petient. All services
by Outreach hereunder are provided in exchange for far and reasonable consideration.

12.19 Authority and Approval. The execution of this Agreement by The University of
Texas M. D. Anderson Cancer Center, which is not paty to this Agreement, is solely to evidence
its review, authorization, and approva of this-Agreement.

1220 Spanish Counterparts. This Agreement is being executed in four counterparts, two
of which are in the Spanish language and two of which are in the English language. The Spanish
version IS for reference purposes only. In the event of any conflict of inconsistency behveen the two

versons, or for any other purpose, the English language verson shdl govern the interpretation and
congtruction  hereof.

12.21 Execution of Agreement. This Agreement shdl be fully effective and binding on and
between Holding, MDAI-Espaila, SA., Radiotherapy, and Outreach upon the execution of this
Agreement by those Paties. Upon the later execution of this Agreement by Insurance (as described
in Section 81 I(i), the Agreement shdl be effective and binding on‘all Paties.

XIl. NOTICES

Any notice, request, demand, instruction, communication, or other document required,
permitted, or desred to be given hereunder shah be in writing and, except as otherwise provided for
herein. shdl be deemed effectively given on receipt if delivered persondly or by commercid ar mall
courier service (eg, DHL or Federa Express) as follows:

Holding: MDA Holding Span, SA.
calle Qrense 32,7°
28020 Madrid, Span
Attn.: Cristina de Manuel Keenoy/
Ramdn Fernandez-Hortoria
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MDAI-Espaiia, SA. M. D. Anderson [nternationai-Espaita. SA.
calle Orense 32.7
28020 Madrid, Spain
Atin.: Crigina de Manud Keenoyl
Ramoén Ferndndez-Hortoria

Radiotherapy M. D. Anderson Internationd Radiotherapy-Espaiia, SA.
calle Orense 32,7°
28020 Madrid, Spain
Attn.: Cristina de Manuel Keenoy/
Ramén Fernindez-Hortoria

Insurance  Company M. D. Anderson International-Espaiia Seguros, S.A.
calle Orense 32,7°
28020 Madrid, Span
Attn.: Crigina de Manuel Keenoy/
Ramén Fernandez-Hortoria

Outreach: M. D. Andeson Cancer Center Outreach Corporation
7505 South Main, Suite 500
Houston, Texas 77030
Attn: President

IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed in

multiple originals on this day of , , but effective ag of the date
and year firs written above.

MDA HOLDING SPAIN, SA.

Name:
Title;
Date Signed:

M. D. ANDERSON INTERNATIONAL-ESPANA, SA.

Name:
Title:
Date Signed:

M. D. ANDERSON INTERNATIONAL RADIOTHERAPY-ESPANA, SA.

Name:
Title
Date Signed:
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M. D. ANDERSON INTERNATIONAL-ESPANA SEGUROS, SA.

Name:
Title:

Date Signed:

M. D. ANDERSON CANCER CENTER OUTREACH CORPORATION

By:
Name:

Title: President
Date Signed:

FOR REVIEW AND APPROVAL ONLY
THE UNIVERSITY OF TEXAS M. D. ANDERSON CANCER CENTER

By:
Name: John Mendelsohn, M .D.
Title: President

Date Signed:

FAOUTREACH\LEGAL\SPARNVCSSAVFACILIT\DRAFT.17
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EXHIBIT A

CLINICAL SUPPORT SERVICES AGREEMENT

Exhibits 1.10,4.1(j), and 526 to the Clinicd Support Services Agreement shdl be mutudly
agreed to and added to this Exhibit prior to September 1, 1998, the date for execution of the
Clinical Support Services Agreement.
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EXHIBIT L.10
PHYSICIANS

A. MDAI-Espafia, SA. Physcians

B. Radiotherapy Physicians
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EXHIBIT 1.} 1

SUBSIDIARY MATTERS

1 Adoption and modificetions to the business plan of any Subsidiary.
2. Amendments to bylaws or aticles of incorporation of any Subsidiary.

3. Transfer of any materid assets of any Subsdiary not expresdy authorized in the business
plan.

4, Assumption of materid indebtedness by any Subsidiary not expresdy authorized in the
business plan.

5. Guarantee of materid payment of a third paty by any Subsdiary not expresdy authorized
in the busness plan.

6. Cregtion of a materid lien on any aset ofany Subsdiary not expresdy authorized in the
business plan.

7. Loans by any Subsdiay to a third paty not expressy authorized in the business plan
other than as required by law.

a. Cregtion of a new subsdiary by any Subsdiary not expressy authorized in the business
plan.

9. Approvd of investors in any Subsidiary through the Operations Commencement Déte.

With respect to matters 3, 4, 5, and 6. “materid” shal mean any transactions with respect to the
particular matter, the cumulative affect of which would be that the cumulative transactions for
such matter in totd US dollars would exceed the Base Amount.

“Base Amount” shah mean an amount equal to the product of (i) five (5) percent multiplied by

(i) the Net Worth of the agpplicable Subsidiary pursuant to generaly accepted accounting
principles gpplied on a consstent basis.
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EXHIBIT 2.1

CLINICAL SUPPORT SERVICES

During the Term of the Agreement. Outreach shal provide the following Clinica Support
Services'™* to MDAI-Espafia, S.A. and Radiothergoy as applicable:

L. Cuidelines & Pathwagys Outreach shall make available to MDAI-Espata, S.A. and
Radiothergpy the applicable MDACC care guiddines and clinica pathways as such gwdelm& ad

pathways become avalable for distribution. The care guideines provide an overview of a disease
process and the approaches to medical care for that process based on current practice standards and
are based on one disease Ste center concept The clinicd pathways provide a specific detalled care
plan representing the MDACC brand of disease trestment and the expected events and interventions
in an episode of care. A format for reporting adherence to and variations from care pathways shall
accompany the care pathways. Requirements withrespect to the access, implementation, and on-
going support and quaity review checks are subject to change as pathways are enhanced/changed
and technical access to the product is enhanced.

Volume of Services
In support of guidelines and pathway deivery and implementation, Outreech will provide initidly:

J One four-hour training sesson in Madrid, Span by one MDACC faculty physician
to tram Physcians in the use of care guiddines and clinicad pathways

In support of guiddine and pathway delivey and implementation, Outreach will provide annualy:

J Two (2) on-site visits in Madrid, Spain by one MDACC physician each trip to
provide quality review checks of services being provided at MDAI-Espaiia, SA.,
patient records, implementation processes and compliance. Length of review will
depend on case volume for the period; and

J Two (2) one-day training sessions held at MDACC in Houston or a designated
location avalable to Physcians for continuing orientation and education related to

guidelines and pathway developments Outreach shal not be responsible for costs of
travel of Physicians to attend training sessons.

2. Multi-Disciplinary Treatment Plgnning. Outreach shall assist MDAI-Espaiia, SA.
and Radiotherapy in edablishing a multi-disciplinary trestment planning  process.

Volume of Services

Outreach will provide access for four (4) one-hour, sessions per month (52 sessions annualy), for
multi-disciplinary case reviews by faculty. Multi-disciplinary trestment planning support can  be
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aceessed through vnssite progrums and elemedicine teleconterencing. The 32 sessions include one
on-site sesston and 3 | telemedicine sessions as follows:

. On-ste Program - Three MDACC physicians will conduct with Physicians one ( |
one-day. multi-disciplinary treatment planning sesson a MDAI-Espafia. SA The
program will include incorporation of specidists in medica. surgicd. and radiation
oncology as well as sub-specidties as appropriate.

o m;ms_dfglng - Viathe MDACC Telemedicine network, providers can be linked
electronicdly to MDACC faculty. Outreach will provide access for up to four (4)
one-hour, sessons per month (up to 52 sessons annudly if on-Site program is not
utilized), for multidisciplinary case reviews by faculty a predetermined conferences.
These video conferences extend the MDACC specialized media expertise as
aopropricte to locd need. Telemedicine capabilities will be required for access to
multidisciplinary  case  reviews.

As a routine matter, MDACC shdl designate an MDACC physcian to be avalable for consultations
for each Petient.

3. Clinical Trials and Clinical Research Protocols. MDACC invegtigators have
activated a broad spectrum of chemotherapeutic and chemoprevention trids that afford Physicians
acess to innovaive intervention for Patients, digtinguishing them from other locd oncologists.
Potential  collaborators will become pat of the Qutreach Clinicd Research Consortium (OCRC).
Physicians who desire access to research protocols will need to be approved by MDACC for the use
of protocols and by aloca Institutional Review Board (IRB). Following approval, physicians
become an Outreach Credentided Affiliste (OCA). This desgnation provides members access to
dl avalable protocols as defined by MDACC. Physcians will be digible to apply for membership
in the research consortium, and qualified investigators will be expected to perform clinica research
a a leved tha will assure collection of data of thehighest quality.

MDACC via OCRC will make available sponsored research contracts with pharmaceutical
companies and assist in:

J Regigration of IRB with Office of Protection of Research Risk (OPRR), and
consultation on IRB regulations,

o Regidration of Physcians with FDA and NCI (1372 forms);
Egtablishment of protocol and patient tracking systems.

° Annud training of research nurses (data managers) and pharmacy personnd via
Houston-based training programs as needed; and

[ Access to nationd sponsored Community Clinicd  Oncology Program (CCOP)
trids.

MDACC will provide standardized forms for dl <udies a detaled Procedure Manud, and study-
specific ingructiona materiad. Quality control and quaity assurance mechanisms  include:
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0 Provision of hi-monthly deficiency reports and quarterly Q. A. repurts:
L Annual pharmacy [0g monitoring:
[RB approvd monitoring:
. Direct access to MDACC Daa Management Center via E-mail or telephone for

protocol questions, and
J Coverage under the MDACC [RB if credentided physicians provide
representation & Houston [RB  mestings.

Outreach will provide access to annual meetings of the OCRC members on the MDACC campus (or
designated location) for presentations by investigators and discussions of on-going and planned
trids, Bi-monthly Clinicd Research Newdetter, direct contact with MDACC investigators E-mall
hot-line, and protocol development  meetings.

Outreach shatl provide one (1) trip annudly by ene MDACC physician to ingdruct Physicians in the
enrollment of Patients in clinicd trids and research protocols.

4. ngmm&m;al_ﬁmm A vaiety of education progranming in oncology,
basc science, research, and dlied hedth sciences for practicing hedth care professonds, including
physcians, is avalable. The Agreement offers access to the following services:

. Educationa tapes, including Grand Round lectures, and

] Educational conferences, symposia and disease-specific conferences offered at a 20%
discount. (Specific fees associated with these offerings will depend on the
educational  program  selected.)

5. Credentialing. MDACC will provide credentialing reviews for physicians. MDAI-
Espaila, S.A. agrees to organize and complete applications of physicians for submission to the
MDACC credentiding office. Outreach shdl transmit MDACC credentiding procedures annudly.

Yolume of Services

MDACC shall provide credentialing reviews for up to twenty (20) physicians. Additional
credentiding reviews will be provided a an additiond charge per review.

On-ste sessons conducted in Madrid. Spain as described in this Exhibit 2.1 may be concurrent with
training or other scheduled visits described in this Exhibit 2. 1.

*Clinicd Support Services are designed to provide minimum guidelines for faciliies and individuas

in the treatment of cancer. The Clinical Support Services are not intended to include al of the
procedures and practices that a facility or individua should implement if the standard of practice in
the community or federa or state laws or regulations establish additiona requirements. MDAI-

Espafia S.A.. Radiotherapy. and Physicians should analyze their practices and procedures to
determine whether additional standards apply. Outreach disclaims any responsibility for setting
maximum Standards and expressly does not warrant or represent that use of Clinical Support
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Services iS an exclusive means of complying with the standard of care in the industry or the
community.

**The Delivery of Clinical Support Services by Outreach to MDAI-Espaiia, S.A. and Radiotherapy
shall be phased in as mutually agreed to by the Parties over the first three (3) years of this
Agreement; thereafter the Clinical Support Services shall be provided throughout the Term of the
Agreement.
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EXHIBIT 2.2

ADDITIONAL SERVICES

l Teleconferencing Support. Outreach and MDAI-Espafia, S.A. agree that
telemedicine capability is important to the effective operation of the Program. Outreach shah
provide MDAI-Espafia. SA. with access to Outresch’'s telemedicitte services via MDACC.
MDAI-Espaita, SA. will pay For the equipment and other costs associated with the installation Of
on-dte telemedicine eguipment compatible to MDACC service. If needed and requested by
MDAI-Espaiia, SA.. MDAI-Espaiia, SA. will pay Outreach the costs associated with additional
telemedicine services support, including, but not limited to:

Technical support;

Progran  scheduling;

Event management, coordination, preparaion and operation; and
Travel expense For on-Ste support.

2, Comprehensive Consyitation and Second Opinions. Upon the request of MDAI-
Espafla, SA. Outreach shah provide MDAI-Espafia, SA. access to comprehensive consultation
and second opinion diagnoses services. Comprehensive consultation and second  opinion
diagnoses can be provided by sending the patient for a second opinion to the MDACC campus,
or by sending the appropriate clinicd information, including pathology and radiology records. In
al cases, the pathology and radiology will be reviewed and a written opinion will be offered. In
those cases where the patient is not seen, the referring physician will fill out the appropriate form
requesting the consultation (path + x-ray - clinica) reguest.

3. Prevention Programs. Provide continuing access to MDACC developed
programs in the area of prevention and screening, including the LifeCheq Smoking Cessation
Program, as long as such programs are avalable & MDACC and on terms to be negotiated by the
parties.

4. Other Programs. Access to other specidty oncology program advisors in areas
such as:

Pan and Symptom Management;
Psychology;

Rehabilitation  Services, and
Nutrition
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EXHIBIT 3.1.D

Lis of Corporate Actions

L. Adoption of and modifications to the busness plans of Holding;

2. Amendments to Bylaws or Articles of Incorporation of Holding;

3. Trander of any materid assets of Holding not expresdy authorized in the business plan;

4, Assumption of materid indebtedness by Holding not expresdy authorized in the business
plan;

5 Guaatee of maeaid paymat o a third paty by Hddng not eqredy aithaized in the
business plan;

6. Credtion of maeaid lien on ay ast of Hdding nat eqredy adthorized in the business
plan;

7. Loans by Hddng to a third paty nat eqredy authorized in the budness plan ohe then
asrequired by law;

8. Crettion of a new sbsday by Hddng nat eqredy authaized in the budnes plan;
and

9. Acoganoggorovd of  invedos in Hoding  through  the Opadions  Commencamat
Date.

With repect to metters 3,4, 5, and 6, “mataid” shdl men awy transaction with respett to the
paticua matter, the cumulaive dfet of which woud be tha the cumuldive transsdtions for
auch ndte in tod US ddlas woud exosed the Base Amourt.

“Basee Amout” ddl meen an amout equd to the produdt of(i) five (5) peroat multiplied by

(i) the N&& Wath of Hdding pusuat to generdly acogpted aocounting prindples goplied on a
conddent bess
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EXHIBIT 4.1
CLINICAL DIRECTION

l. Clinicd direction for al medicd aspects of MDAI-Espafta. SA. and Radiothergpy sheh
be the responshility of the Medical Director of MDAI-Espafia, S.A. The Medicd Director shall
be appointed by MDAI-Espafia, S.A. only with the prior written approval of Outreach. The
Medical Director shdl work haf-time on the gSte of the Cancer Center. The Medicd Director
shdl have the authority to direct the activities of the dtaff of physicians employed by MDAI-
Espaita, SA. and Radiotherapy.

2. The employed physician staff of MDAI-Espaiia, SA. and Radiotherapy (the “Core Staff™)
initidly shal consst of three medicd oncologists and one radiotherapist The responsibilities of
the Core Staff shdl include

a Performing initid evduaions of al Patients who are sdf-referred or have
insurance under the insurance product caried by Insurance Company;

h. Providing medicd care to sdf-referred Petients and Peatients who have insurance
under the insurance product carried by the Insurance Company;

c. Triage Petients to appropriate affiliated sub-specidists
d. Preparing materidds  for  teleconferencing;

e. Overseeing that care provided in the Cancer Center is provided according to
MDACC directives, and

f. Arranging for care a& MDACC when indicated by the Roster of Services or
teleconferencing consultation.

3. MDAI-Espafia, SA. shdl mantan an Affilisted Oncology Staffthat shal consst of
credentided private practice Physicians who care for Petients a the Cancer Center.
Physicians on the Affiliated Oncology Staff shal not receive direct sdary support from
MDAI-Espaila, SA. and shal provide services to Patients on a feefor-service bass. The
Affiliated Oncology Staff shall be comprised of a group of surgical, radiation, and
medicd  oncologists.

4, Patients trested a the Cancer Center shdl be managed in accordance with the MDACC
Pathways or MDACC faculty consultations. Flow of Petients shal be both to the
Affiliated Oncology Staff from the Core Staff for pmvision of specidized care, and from
the Affiliated Oncology Staff practices to the Cancer Center for on-Ste management.
Policies for switching patients to and from private practices to MDAI-Espafna, SA. and
Radiothergpy shdl be developed by the Parties.
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Lh

10.

MDAI-Espaiia. S.A. shall havean Affiliated Support Staff that shall consist of 3 full
panel of support services physicians eg. neurology. infectious disease. cardiology,
pulmonary. and orthopedics. The Attiliated Support Staft shall provide tee-tor-service
support to the Physicians.

MDAI-Espafia, SA. ddl employ a pathologist to provide services to Petients a the
Cancer Center..

MDAI-Espaiia, SA. shal appoint a Physician who is trained as a surgeon to be Head of
Surgery to assure adequate surgica input in multi-disciplinary trestment planning
sessons for Petients.

Oversight of clinica care provided by MDAI-Espafta, SA. shdl be vesed in an MDACC
Spanish Working Group. The Spanish Working Group shall be appointed by the

Presdent of MDACC or his desgnee. The Spanish Working Gmup shall have the
following clinical governance responsibilities with respect to MDAI-Espafia, SA. and
Radiotherapy: edablish clinicdl policies for MDAI-Espafia, SA. and Radiotherapy,

oversee clinicd qudity, and peform the credentiding and recredentiding review of
Physicians.

An MDAI-Espaiia, SA. Opeding Committee shdl be organized for the implementation
of MDACC palicies and procedures and local policies and procedures. The Operaing
Committee shali be composed of physicians selected by MDAI-Espaila, SA. who are
credentided for practice a MDAI-Espaiia, SA. The Operating Committee shall report to
both the MDAI-Espafia, S.A. Boad of Directors and the MDACC Spanish Working
Group. Outreach shdl designate a physician @ MDACC who shdl function as a Houston
medicd liason for MDAI-Espaiia, SA. and Radiotherapy and shal interact with the
MDAI-Espafia, S.A. Medicad Director and with attending Physicians for Petients.

In order to provide a level of care a the Cancer Center tha reflects the standards of
MDACC (i.e tha Pedients seen a the Cancer Center will recelve the same treatment
recommendations, and insofar as clinically feasble, the same treatment, as patients seen
a MDACC), the following quality assurance mechanisms would be implemented:

a The inditution of a Roster of Services delineating which Patients should be
referred to a tetiary facility;

b. Training of Core Staff Physcians and nurses & MDACC for & least 1-Z months
(MDACC’s expense shdl consst solely of the trainers. training space, and
MDACC generated presentation materids);

c. An intake clinic in which al referrds to the Cancer Center are seen by a Core
Staff Physician for 3 work-up according to MDACC Pathways,

d. Divison of the program into multi-disciplinary services corresponding to the
MDACC services:
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11.

12.

h.

Presentation of al new cases and problem cases by teleconference:

A quality control program to assess on an on-going basis the qudlity of pathology
and radiology professond  activities,

The development of a quality assurance program consisting of periodic chart
reviews by a qudity assurance nurse to assess adherence to pathways and sound
clinical practicethree month patient status monitoring;

Adherence to United States and MDACC dandards, and

Annual audit by MDACC faculty.

Physician representatives of MDACC, MDAI-Espafla, S.A. and Radiothergpy shall
finalize a Roster of Services to determine the appropriate trestment site for various cancer
treatments.

MDAI-Espafia, SA. shdl have an Adminigrative Director who shal be sdected by
MDAI-Espaiia, S.A. with the prior written gpprova of Outreach.
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EXHIBIT 4.1(j)

MDACC CREDENTIALING PROCEDURE
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EXHIBIT 4.2
MDAI-ESPANA, SA. OBLIGATIONS
During the Term of this Agreement. MDAI-Espafia. SA. agrees as follows:

1 MDAI-Espafta, SA. sl implement and shall cause MDAI-Espadia, S.A.
Physcians to implement MDACC multidisciplinary  trestment  planning  dtrategies as  furnished
by Outreach pursuant to Exhibit 2.1. Section 2;

3, MDAI-Espaiia, SA. shall adhere substantially and shall causeMDAI-Espaiia,
SA. Physcians to adhere subgtantidly to MDACC clinicd gquidelines and care pathways (as
furnished by Outresch pursuant to Exhibit 2.1, Section 1). including applicable reporting
requirements. in the treatment of Patients.

3. MDAI-Espaiia, SA. shall make reasonable and good faith efforts and shall cause
MDAI-Espafta, SA. Physicians to make reasonable and good faith efforts to comply with the
Diagnosis/Trestment categories to which the Parties agree.

4, MDA!-Espafia. SA. shal participate and shall cause MDAI-Espaiia, SA.
Physcians to paticipate in MDACC clinica trids as described in Exhibit 2.1, Section 3 and as
mutudly agreed to by the Paties.

5. MDAI-Espaiia, S.A. shall conduct and shall cause MDAI-Espafia, SA. Physicians
to conduct quaity assurance and Uutilization review in a manner consstent with MDACC
sandards. Such MDACC qudity assurance and utilization review dandards shal be provided to
MDAI-Espaila, SA. as they may apply from time to time

6. MDAI-Espaiia, SA. shdl provide a means for integrating practice information
with the MDACC combined database. MDACC shall provide MDAI-Espaila, SA. information
regarding such integration  requirements.

7. MDAI-Espafia, S.A. shdl comply with the Sublicense Agreement.

8. MDAI-Espaiia. S.A. shdl give Outreach and Qutreach Affiligtes access to and
shdl cause MDAI-Espafia, SA. Physicians to give Outreach and Outreach Affiliates access to
Patient records for the purpose of collection and anaysis of cancer research data in accordance
with Section 4.4.

9, MDAI-Espaiia, S.A. shdl structure and enforce its contractua relationships with
MDAI-Espafta, SA. Physcians so as to condition the utilization of Clinical Support Services by
such MDAI-Espaiia, SA. Physicians on the requirements described in this Exhibit 4.2. MDAI-
Espaiia, S.A. shal includein thedocumentation of itsrelationship with MDACC-Espaiia SA.
Physcians that the MDACC-Espafia SA. Physcians have no rights to the use of the LICENSED
MARKS (as described in the Sublicense Agreements) other than use of business cards and
Sationery provided by MDAI-Espafta, SA. in accordance with the Sublicense Agreements.
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EXHIBIT 5.2

RADIOTHERAPY OBLIGATIONS

During the Term of this Agreement. Radiotherapy agrees as follows.

1. Radiothergpy shdl implement and shal cause Rediotherapy Physicians to

implement MDACC multi-disciplinary trestment planning drategies as  furnished by Outreach
pursuant to Exhibit 2. I, Section 2;

2. Radiotherapy shall adhere substantially and shall cause Radiotherapy Physicians
to adhere subdantidly to MDACC clinicd guidelines and care pathways (as furnished by

Outreach pursuant to Exhibit 2.1, Section 1), including gpplicable peporting requirements, in the
treastment of Patients.

3. Radiotherapy shdl make reasonable and good faith efforts and shdl cause
Radiotherapy Physicians to make reasonable and good faith efforts to comply with the
Diagnosis/Treatment categories to which the Parties agree

4, Radiotherapy shdl participate and shall cause Radiothergpy Physicians to
paticipate in MDACC clinicd trids as described in Exhibit 2.1, Section 3 and as mutudly
agreed to by the Parties.

5. Radiotherapy shall conduct and shal cause Radiotherapy Physicians to conduct
quaity assurance and utilization review in a manner condstent with MDACC gandards. Such
MDACC qudity assurance and Utilization review dandards shdl be provided to Radiotherapy as

they may apply from time to time. The current MDACC qudity assurance and utilization review
dandards are attached hereto as Exhibit 5.2.6.

6. Radiotherapy shal provide a means for integrating practice information with the
MDACC combined database. MDACC shdl provide Radiotherapy information regarding such
integration requirements.

7. Radiothergpy shdl comply with the Sublicense Agreement.

8. Radiotherapy sndl give Outreach and Outreach Affiligtes access to and shdll
caue Radiotherapy Physicians to give Outreach and Outreach Affiliates access to Patient records
for the purpose of collection and analysis of cancer research data in accordance with Section 5.4.

9. Radiothergpy shal structure and enforce its contractua relationships with
Radiotherapy Physicians so as to condition the utilization of Clinicd Support Services by such
Radiotherapy Physicians on the requirements described in this Exhibit 5.2. Radiotherapy shall
include in the documentation of its relationship with Radiotherapy Physicians tha the
Radiotherapy Physicians have no rights to the use of the LICENSED MARKS (as described in
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the Sublicense Agreements)otherthanuse of business cardsand stationery provided by
Radiotherapy in accordance with the Sublicense Agreements
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EXHIBIT 5.2.6

QUALITY ASSURANCE AND UTILIZATION REVIEW STANDARDS
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CXHIBIT7

COMPENSATION

Outreach shdl be compensated as follows:

A C ion Abtributabl Activities of MDAI-Espad

1. As compensaion for the Clinicd Support Services provided by Outreach under this
Agreement. MDAI- Espaia, SA. shdl pay Outreach a fee in an amount equa to the product of
(x) the number of Patients multiplied by (¥) the fee of US $800.00 per Patient. This annud fee
shdl be payable during each Quarter; Quaters are defined as October |-December 3 1, January 1-
March 3 1, April 1- June 30. July 1 -September 30.

2. Exhibit 2.1 of this Agreement prescribes the volume of services that are included in
the fee described in A-I above In the event that additional volumes or other sarvices are
requested or required, then Outreach shall be compensated for such services as mutudly agreed
to by the Parties.

3. Fees due under this Section A of Exhibit 7 shdl be paid on or before the fifth day of
each Quarter following the Operations Commencement Date, with the payment based on the
product of(x) 1/4 of the edtimated number of Petients to be diagnosed and/or treated a MDAI-

Espaila, SA. for such year multiplied by (y) the fee of U.S. $300 per Patient. If the number of
Patients diagnosed and/or treated during such Quarter is less than the estimated number of
Patients for such Quarter, MDAI-Espaita, SA. may adjust downward its initid Quarterly
payment for the next Quarter to account for the overpayment in the preceding Quarter. If the
number of Patients diagnosed and/or treated during such Quarter is grester than the edtimated
number of Patients for such Quarter, MDAI-Espaiia, SA. will pay the amount of the
underpayment not later than the tenth day of the succeeding Quarter. In the event tha the
Operations Commencement Date occurs other than a the beginning of a Quarter, MDAI-Espaiia
S.A.'s payment for the period prior to the beginning of a Quarter shal be the product of(x) the
number of Patients diagnosed and/or trested & MDAI-Espafia during the period prior to the
beginning of Quarter multiplied by (y) U.S. $800 per Petient. payable on or before the fifth day
of the tint Quarter. Each Quarterly payment shall be made by MDAI-Espaiia to the bank account
desgnated by Outreach in immediatiely available funds prior to 3:00 p.m. Houston, Texas time
on the business day such payment is due.

4. MDAI-Espaiia, SA. has edimated the total number of Petients for the first six years
of operation to be 46 | Patients in Year One, 5 10 Pdients in Year Two. 567 Pdients in Year
Three, 687 Patientsin Y ear Four. 832 Patientsin Y ear Five. and 1004 Patientsin Y ear Six.

For subsequent years, the MDAI-Espaia. SA. Board of Directors shdl include in the business
plan of MDAI-Espafia, SA. the edimate of the number of Petients for each succeeding year; in
the absence of such edimate in a busness plan adopted by the Board of Directors, the parties
shdl use an edimate of 115% of the higher of the previous year's edtimaied number of Patients
or the actua number of Patients for the purposes of the calculation.
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5. Payments received later than the due date shall be subject to atate charge equal to
MIBOR +2 per annum caculated from the date on which the payment was due.

6. In the event that MDAI-Espaiia fails to makeany payment due under this Section A
for a period longer than Eve (5) days past the due date for such payment. Holding shal make the
payment due to Outreach under this Section A.

7. During the 180-day periods immediately preceding the end of the 3th, 10th. and {5th
years of operation, Outreach and Holding agree to review (a) the effect of US inflation rates for
the preceding 3 years on the fixed formula of $800 per patient diagnosed or trested, and (b) the
effects of the exchange rate (US dollar and Spanish peseta) for the preceding 5 years on the
financid ability of MDAI-Espafia to pay $800 per paient diagnosedror trested. Based on such
review, the fee paid by MDAI-Espaila may be revised if agreed to by both Outreach and Holding

If Outreach and Holding fail to agree to a revised payment, the fee to be pad by MDAI-Espaila
shall remain the same.

B.  Campensation Attributable to Holding

1. As additiond compensation for Clinica Support Services provided by Outreach under
this Agreement and the substantid commitment and effort made by Outreach in connection with
this Agreement, Holding will pay Outreach an annud fee of US $100,000. Thisannua fee shall
be payable in equa quarterly instalments due. successively, on or before the fifth day of each
Quarter following the Operations Commencement Date. Quarters are defined as October 1-
December 3 1, January 1-March 3 1, April 1 « June 30, July |-September 30. In the event that the
Operations Commencement Date occurs other than on the first day of the Quarter, the initid
payment shal be prorated according to the number of days prior to the first full Quarter. Payments
receved later shal be subject to a late charge equd to a rate of interes equa to MIBOR +2 per
annum calculated from the date on which the payment was due. Each such payment shall be made
by Holding to the bank account designated by Outreach in immediately avalable funds prior to
3:.00 p.m. Houston, Texas time on the business day such payment is due.

2. The US $100,000 annuad payment described above shdl be credited againg any annual
distributions made by Holding on the preferred stock held by Outreach (eg., if Holding had made
the US $ 100,000 annua payment for the year, then Holding would retain the firs US § 100,000 of
digributions in Outreach’s preferred stock for such year.) The didributions to Outreach shal be
made to the bank account designated by Outreach in immediately avalable funds no later than
3:.00 pm. Hougton, Texas time on the second business day following the date distributions were
made to qther Holding shareholder.

3. To facilitate accounting and tax planning. the quarterly ingalments to be pad to
Outreach under this Section B. Compensation Attributable to Holding. shdl be deemed advance
payments of the US $100,000 Annual Fee. Such advance payments are to be liquidated each
fiscd year upon the closng of Holding's fiscd year accounts againgt the higher of(i) the US
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$100.000 payment made by Holding to Outreach or (i) any annud digtribution of dividends made
by Holding to Outreach on the preferred stock held by Outreach in Holding.

The Compensation obligations described in Sections A and B &bove shdl commence upon the
Operations Commencement Déte.

Notwithstanding any other provison of this Agreement to the contrary, the Parties acknowledge
that Outreach’s obligations to provide the Clinicd Support Services described in Exhibit 2.1 and
the obligations of Holding and MDAI-Espafla, S.A. to make the payments described in Sections A
and B of Exhibit 7 shal not begin until the Operations Commencement Dae. In the event that
Holding or any Subsidiary requests Clinical Support Services or other services from Outreach or
MDACC prior to the Operations Commencement Date, Outreach may provide such Clinical
Support Services or sarvices as the Parties may mutually agree and on terms, including pricing. as
the Paties may mutudly agree.
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MDA-Espaila:
Pro Forma Number Of Palients Treated

CSSA Fee ($800/Patient) Based Upon Patient Volume
Holding:
Net lncome Attributable To the 51% Majority Shareholders
Outreach Distribution Dividend @10% Of Profits
Guaranieed Fee To Oulreach

— €T2 —

Summary of Cash Flow to Outreach:
CSSA fee Paid By MDAI-Espafia

Greater Of Fee Guarantee Or 10% Distibution Dividend
Total Cash Flow To Outreach

EXHIBIT 8.10

MDAI-Espaia, S.A. And Holding
Cash Flow to Qutreach

(From Arthur Anderson Madrid Financial Feasibility Study)

Year Ended December 31
Year1 Yoar2 Yourd Year 4 Year§ Year6 .

461 510 567 687 832 1004
$368,800  $408,000 $453600  $549600  $665600  $803,200
($288,000)  $803,000 $1306000 $2,115000 3241000 $4.987.000

0 $80,300  $130,600  $211,500  $324100  $498.700
$100,000  $100,000  $100,000  $100,000  $100,000  $100,000
$368800  $408000  $453600  $549600  $665600  $803,200
$100000  $100000  $130,600 $211,500 $324,100  $498,700
$468,800  $500,000 $584,200 $761,100  $589,700  $1,301,900



(

M. D. ANDERSON CANCER CENTER OUTREACH CORPORATION
and

MDA HOLDING SPAIN, SA.

SUBLICENSE AGREEMENT

This Sublicense Agresment (“Agreement’) is emtersd into effective as of the

] (hereinafter referred to as the “Bffective Date'”), between the parties hereto, who

agree as follows in consideration of the mutual promises contained herein:
1 PARIES

1.1

M. D. Anderson Cancer Ceater Outreach Corporation (hereinafter referred to ag

LICENSOR) has a principal place of business st 7505 South Main, Suits 500,
Houston, Texas 7/030.

12, MDA Holding Spain, S.A.(hereinafter referred to a8 LICENSEE), With a principal
place of busness of calle Orense 32, 28020 Madrid, Spain.

1.3, LICENSOR and LICENSEE are partes to this Agreement

2 BACKGRQUND

21. By virtue of that certain “License Agreement” (a copy of which is attached as
Exhibit F) between LICENSOR and the BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM (hereinafter referred to as BOARD),
LICENSOR has rights in the mark(s) identified in Attachment A hereto. and
public recognition and goodwill have been acquired through the use of such
mark(s) i0 the United States-and elsewhers in the world. Any rights granted
herein are no greater than those granted LICENSOR pursuant to Exhibit F.

2.2.

LICENSEE recognizes the goodwill appurtenant to use of the mark(s) and desires
to obtain a nonexclusive license to utilize such mark(s). LICENSOR is willing to
grant such a license under tho terms and conditions of this Agreement.

3 DEFINITIONS

3.1.

LICENSED MARKS means the mark(s) listed in Attachment A which are the
subject of the spplications induded in Attachment A, as well as any registration or
registrations which may be issued covering such ‘mark(s). The LICENSED

MARKS are the marks ag listed in Attachment A only, and do not include any
translation of the marks into another language.

A 1290000000011.00C

~ 214 =



3.2.

3.3.

3.4.

3.5.

3.6.

3.7.

LICENSED GOODS AND SERVICES means those goods and services i

in Antachment B hereto in connectdon with which the applicable LICENSED
MARKS are used.

INSURANCE USE means those services specified in Attachment B hereto i
connection with Which the applicable LICENSED MARKS are used.

TERM means the effective period of this which shall commence on
the EFFECTIVE DATE and which shall terminate, Upon the earliest termination
of sither of the following Agreements:

3.4.1 the Clinicd Support Services Agreement (“CSSA”™) between LICENSOR
and LICENSEE (attached as Attachment E) effective the{L : o0 r

3.4.2 tho Licenss Agreement between the BOARD and LICENSOR identified io
Paragraph 2.1 above.

QUALITY means an acceptable level of quality in accordance with the terms and
provisons of the CSSA.

LICENSED TERRITORY means the area described in Attachment C.

MARKETING AREA means the area described in Attachment D.

LICENSE GRANT

4.1.

4.2.

4.3,

Subject to the terms and conditions of this Agreement, LICENSOR grants to
LICENSEE the nonexclusive right and license to utilize the applicable
LICENSED MARKS during the Term hereof (a) in the LICENSED
TERRITORY solely in connection with the provison of LICENSED GOODS
AND SERVICES of QUALITY and INSURANCE USE:; and (b) with advertising
and promotional material within the LICENSED TERRITORY a n d
MARKETING AREA to the extent appropriste to the provision LICENSED
GOODS AND SERVICES of QUALITY and INSURANCE USE

Further subject to tho terms and conditions of this Agreement, LICENSOR agrees
that it shdl not Stunt a license to another party for the LICENSED MARKS or any
other mark confusingly similar thereto in the LICENSED Territory for the

LICENSED GOODS AND SERVICES for 0 long a3 the CSSA (Attachment E)
remans in effect.

LICENSEE shall pay to LICENSOR tho one-time price of two million and five
hundred thousand (2,500,000) pesetas ( US dollars) for the

LICENSE herein. LICENSEE shdl pay such price by meaas of the transfer of
10% of its stock to LICENSOR
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52

5.3.

REFAULT. TERMINATION
5.1.

In che wont that LICENSEE becomes insolvent, makes 2y assignmene O the
benefit of creditors, is subject to any bankrupicy or receivership proceedings, or
fails to comply with any of its obligations Under this agreement, LICENSOR may
serve on LICENSEE a written notice of default specifying the namre of the
default If the default iS not cured within thirty (30) days from servics Of the
notice Of default to the satisfacion of LICENSOR, this Agreement shail

automatically terminats upon service by LICENSOR of a forma written notice Of
termination.

upon expirstion Or termination Of this Agreement, all rights granted to
LICENSEE hereunder shall cease, and LICENSEE shall refrain from further use
of the LICENSED MARKS, or any mark or name reasonably deemed by
LICENSOR to be similar to the LICENSED MARKS, in connection with the
provison of or promotion of services. LICENSEE acknowledges that failure to
comply with this provison will result in immediate and irreparable harm

affording injunctive and any and all other appropriate relief to the owner of tho
LICENSED MARKS.

upon expiration or termination oOf this Agreement, LICENSEE shall NOt cperate
itS business in any manner which would falsely suggest to the public that this

t is still in force or that My relationship exists between LICENSEE and
LICENSOR or the gwner of the LICENSED MARKS.

GQODWILL IN LICENSED MARKS

LICENSEE agrees that tho essence of this Agreement is founded on the goodwill
associated with the LICENSED MARKS and the value of that goodwill in the minds of
the consuming public. LICENSEE agrees that it is critical that such goodwill be
protected and eabanced and, toward this ead, LICENSEE shall not during the TERM or
thereafter:

(a)
®)

)]

(d)
{e)
4]

attack the titlo or any rights in or to the LICENSED MARKS;

apply to register or maintain any applicetion or registration of tho LICENSED
MARKS or any other mark confusingly similar thereto in any jurisdiction
worldwide;

use any colorable imitation of any of the LICENSED MARKS, or any variant
form (inciuding variant &sgn forms logos, colors. or typestyles) of the
LICENSED MARKS not specifically approved by LICENSOR;

misuse the LICENSED MARKS;

take any acton that would bring the LICENSED MARKS into public disrepute;
uge the LICENSED MARKS, or any mark or name confusngly Smilar thereto, in
its corporate or trade nams without approval of LICENSOR; subject tw the

& 125000020000 11.00C)
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approval of BOARD, the names “M.D. Anderson International”; "M.D. Anderson
International Radiotherapy- Espafia, $.A."; and M.D. “Anderson International -
Espafia, Sequros, S.A., may be approved; or

(g)  take any action that would tend to destroy or diminish the goodwill in the
LICENSED MARKS.

7 SUB-SUBLICENSES

LICENSER shall bave the right to grant sub-sublicenses under this Agreement only under
the following comditions:

7.1. LICENSEE may grant a sub-sublicense only to a company in which LICENSEE
has at least & 51% ownership interest. In the event that LICENSEE ceases to have

at least & 51% ownership interest in a sub-sublicensee, the sub-sublicense as to
that sub-sublicenses will tsrminate immediately.

72.  LICENSEE may grant a sub-sublicense only upon the prior written approval of
LICENSOR. Copies Of each sub-sublicense shail be provided to LICENSOR
within thirty (30) days of execution of such sub-sublicense LICENSOR agrees
that sub-sublicenses may bo granted to the following parties for the LICENSED
MARKS, LICENSED GOODS AND SERVICES or INSURANCE USE.
LICENSED TERRITORY and MARKETING TERRITORY ified; however,
such sub-subliceises may bs granted only upon LICENSOR's prior written
approval Of the form of such sub-sublicenses:

Al 1200008 580011.000
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Party LICENSED MARK | |LICENSED _ |UCENSBD | MARKETING
(As permitted in GOODS AND |TERRITORY | TERRITORY
Paragraph 9.) SERVICES OR
INSURANCE
USE

MD. Anderson | M.D. ANDERSON | CANCER The country of | The countries
International - | INTERNATIONAL | CENTER Spain at the of Spain and
Espafia, S.A.(a SERVICES (as | Madrid address | Portugal
described in the specified in specified in

CSSA) Attachment B) | Paragraph 4.1

IMD. Anderson M.D. ANDERSON. | RADIATION The country of | The countries
International INTERNATIONAL THERAPY Spain & the of Span and
|Radiotherapy- RADIOTHERAPY SERVICES (as | Madrid addresa Portugal
Espaita, S.A- (a3 specified in specified in

described in the Attachment B | Parapaph4.1

CSSA)

M.D. Anderson | M.D. ANDERSON INSURANCE | The countries | The countries
International « INTERNATIONAL C(as of the European || of the European
Espafia Seguros, specified in Union as of Union as of
S.A (as Attachment B) | octoba 18§, October 18,
described in the 1997 1997

CSSA)

7.3.

LICENSEE may grant a rub-sublicense only under terms at least as restrictive as
those of this Agreement.

8 QUALITY CONTROL: ADVERTISING APPROVAL

8.1

8.2

All LICENSED GOODS AND SERVICES shall be QUALITY service&
LICENSER acknowledges that if LICENSED GOODS AND SERVICES were of
inferior quality, the substantial goodwill in LICENSED MARKS would be
impaired. Accordingly, LICENSER agrees that all LICENSED GOODS AND
SERVICES shall be QUALITY Services. LICENSOR shall hava the right to
inspect each office or facility operated by LICENSEE pursuant to the Clinical
Support Services Agreement and monitor services provided by LICENSEE to
assure LICENSEE'S compliance with this Paragraph 8.1 LICENSEE agrees to
comply with legd requirements regarding use of the LICENSED MARKS arising
from Spanish. Portuguese. or European Community law.

All advertising and promotiond maerid bearing the LICENSED MARKS and
any use of the LICENSED MARKS indde or outsde the MARKETING AREA
shall be subject to the written approval of LICENSOR. LICENSEE shdl furnish
advertising- and promotional materials and statements regarding use of the
LICENSED MARKS to LICENSOR ¢/ The University of Texas M. D.
Anderson Cancer Center, Associate Vice President for Public Affairs, 1515
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Holcombe Blvd., BoX 229, Houston, Texas 77030, and to The University of Texas
system Offics of General counsel. Intellectual Property Section, at 201 W, 7
Street, Austin, Texas 78701, In addition. LICENSER shall fumish to LICENSOR
one (1) eopy of my advertisement of LICENSED GOODS AND SERVICES ¢r
INSURANCE USE used by LICENSEE and a written description of the proposed
use of the LICENSED MARKS. LICENSOR shall have one (1) month from
receipt thereof inwhich 0 approve in writing the materials. |n the absence of
rejection, or upon easlier written approval, the matecials will DO deemed as
approved. LICENSEE shall furnish to LICENSOR a further sample of advertising
or a description of use of the LICENSED MARKS if it desires to change the
advertising or use of the LICENSED MARKS. LICENSOR will have ono (i)
month to approve advertising or proposed use. Failure to reject will be deemed
spproval.

a3 In addition to the approval set forth in Paragraph 8.2, any use of the LICENSED
MARKS outsde of tho MARKETING ARBA or aoy use of advertising aod
promotional material bearing tho LICENSED MARKS outside of the
MARKETING AREA (which MARKETING AREA expressly excludes global

communication/electronic mail. such ag intemet world wide web) shail be subject

to the additiona prior written gpproval of the chief Executive Officer of
LICENSOR. LICENSEE | fumnish a writtsa description of the proposed use

of the LICENSED MARKS outside of the MARKETING AREA to the Chief
Executive Officer of LICENSOR for approvd.

9  MARKING AND USACGE

9.1 LICENSEE agrees that it will designate the LICENSED GOODS AND
SERVICES in s manner as specified from time to time in writing with two-
months written notice by LICENSOR to indicate the rights of LICENSOR in the
LICENSED MARKS, including registration status of the LICENSED MARKS
and that the services an provided pursuant to license. Initially, L ICENSEE shall
designate the LICENSED GOODS AND SERVICES u set forth in Attachment
G. The terms Of this provision shall apply to ol marketing and publicity
materials, incduding brochures. advertisements, letterhead, and printed or readable
text materials, and shall not apply to business signage and business cards.
Further, in the event of a change of status, LICENSEE shall havo six months after

notification tO use its pro-existing supply of such materials and to transition to
materids bearing the current staus.

92  The LICENSED MARKS must be used with the additional designators “Espafia,
S.A..” “Espafia,” “Espafia Seguros,” or “Espafia Seguros, S.A." as follows:

M. D. ANDERSON INTERNATIONAL - ESPANA
M. D. ANDERSON INTERNATIONAL - ESPANA, SA, .
M. D. ANDBRSON INTERNATIONAL RADIOTHERAPY-ESPANA

20808C2980011.00C)
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10

11

M. D. ANDERSON INTERNATIONAL RADIOTHERAPY-ESPANA, S.A.
M. D. ANDERSON INTERNATIONAL « ESPANA SEGUROS

M. D. ANDERSON INTERNATIONAL - ESPANA SEGUROS, S.A.

No other form or variant of the marksmay be used by LICENSEE.

DNREMNITY/HOLD HARMLESS

10.1 LICENSEE agrees that it is wholly responsible for all services it provides,

including dl LICENSED GOODS AND SERVICES end INSURANCE USE, and
that neither LICENSOR nor the BOARD shall have any liability for any services,

including any LICENSED SERVICE or INSURANCE USE, provided by
LICENSER LICENSEE shall indemnify end hold harmless LICENSOR end

BOARD and the officers, employees, end agents thereof, from any claims,
demands, causes Of action and damages, including reasonable attorney’s fees,
caused or arising out o LICENSEE'S rendering O fessional services,

including, without limitation, LICENSED GOODS AND SERVICES or
INSURANCE USE,

10.2  LICENSOR shall, to the extent authorized under the Constitution end lawn of the
State of Texas, indemnify and hold LICENSEE harmaless from litility resulting
from the negligent acts or omissions of LICENSOR, its agents or employees
pertaining to the activities to be curled out pursuant to the obligations of this
Agreement; provided, however, that LICENSOR shell not hold LICENSEE
harmless from claims arising out of the negligence or willful malfeasance of

LICENSEE, its officers, agents, or employee& or any person or entity not subject
to LICENSOR's supervision or control.

MAINTENANCE OF TRADEMARKS

LICENSOR represents end warrants that it shall be responsible for the maintenance of the
LICENSED MARKS including the payment of the corresponding taxes, renewa fees, etc.
as to keep them with full legal effect. The maintenance or lack thereof by LICENSOR
shall not entitle LICENSEE to recovery Or restitution Of royalties or other claim for
failure to maintain by LICRNSOR. In the event the registrations for the LICENSED
MARKS am nor maintained, LICENSEE's sole remedy shall be termination of this
Agreement; subject to the limitation that if LICRNSOR files now gpplications for the
LICENSED MARKS the Agreement shall he reinstituted. Should LICWSOR fail to
maintain the registrations for the LICENSED MARKS, LICENSEE may take steps to
maintain the registrations, subject to the rejmbursement for all fees, Cosis. and expenses
from LICENSOR. Upon written request, N0 more than two times per calendar year,
LICENSOR shdl indicate the satus of the regigrations to LICENSEE. LICENSOR may
elect, and shall advise LICENSEE of itsintention to allow registrations in Spain and
Porrugal 0 lapse in favor of regisrations in the European Community In such eveat,
LICENSEE may, at its option and expense, maintain the registrations in Spain and
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Portugal and shall supply complets documentation of same to LICENSOR upon written
request Of LICENSOR, if LICENSEE decides to maintain the Spanish and Portuguese
trademark registrations, BOARD: will remain the owner™of such registrations, and
LICENSEE will acquire 00 ewnership interest or My other right in conflict with this
Agreement.

12 POLICING

12.1

12.2

12.3

12.4

12.5

12.6

LICENSOR and LICENSEE shall cooperate with each other in any action,
procoeding or other effort to police the LICENSED MARKS.

Each party shail notify the other in the event it becomes aware of any third party's
use of, or trademark application for, the LICENSED MARKS, or any mark or
nams confusingly similar thereto, or who it otherwise belisves is or may be

infringing, diluting, or otherwise derogating LICENSOR's or BOARD's rights to
the LICENSED MARKS.

LICENSOR may. a its sole discretion, fake action against my third paty to
enforce its rights in the LICENSED MARKS. I LICENSOR chooses tO take
action sagainst a third party, it may request LI CENSEES assistance in pursuing
the action. In such event, LICENSOR will reimburse LICENSEE for ib

reasonable out-of-pocket expenses (not including attorney’8 fees) incurred as a
result of such assistance.

LICENSOR may slect, on a case-by-case basis, not to enforce its rights in the
LICENSED MARKS by a third paty. Upon written request of LICENSEE,
LICENSOR will communicate ib decision to LICENSEE. i1n that avent,
LICENSEE may then take action against such third party. If LICENSEE chooses
to take action against the third party, LICENSEE shall notify LICENSOR in
writing of its decison. In such event, LICENSEE will reimburse LICENSOR for

its reasonable out-of-pocket expenses (not including attorney’s fees) incurred as a
result of such assistance,

Either patty may, upon written communication to the policing party under
paagrgphs 12.3 and 124 hereof, join fully in an action to enforce rights in tho
LICENSED MARKS. In such event, the attomney's fees for rho joint action shal
be borne equally by LICENSOR and LICENSEE! from inception of the action, and
each patty shall beu its own expenses and costs. Deciiionr in tbo action, insofar
as possible, Will be made jointly; however, LICBENSOR dhdl have find decision-
making authority in all matters regarding enforcement of the LICENSED
MARKS.

If LICENSEE takes action agang a thii paty under the provisions set forth in
Section 124 and LICENSOR does not eect to join in the action. LICENSEE may

A 1 200980884011.00C)
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13

14

15

16

not settle such action or enter into any agreement or resolution affecting the
LICENSED MARKS without LICENSOR'S written approval, which approvas

shall not be unreasonably withheld.

127 Any recovery obtained in an action to enforce rights io the LICENSED MARKS
shall he distributed as follows: .

(a)  First, to pay the attorney's fees and expenses of both LICENSOR and
LICENSEE. In the sven that the recovery is insufficient to cover the total
amount of attorney’s fees and expenses of both parties, the parties shall
divide the recovery proportionally, with each party receiving that
percentags of the recovery which equals the percentage of totd attoruey's
fees and expenses incurred by that pasty.

(b)  Second, if there are funds remaining after payment of attomney’s fees and
expenses, LICENSEE shall be reimbursed for its provable damages.

(c)  Third, my remaining amount will be distributed to LICENSOR.
NOTICES

All notices or demands required to be made or permitted under this Agreement shall be in
writing and shall be deemed served when deposited with sir mail courier (¢.g., DHL or
Federa) Express), addressed as provided in paragraph 1 of this Agreement, or to such
other address a3 either party may from time to time designate in writing.

ASSIGNMENT

This Agreement may not be assigned by LICENSEE or LICENSOR without written
approval from BOARD.

STATUS OF PARTIES

This Agreement is not intended to create, and shall not be interpreted or construed as

creating, a partnership, joint venture, agency, employment, muter and servant, or Smilu
relationship between BOARD, LICENSOR and LICENSEE and no representation to the

contrary shall be binding upon BOARD ot LICENSOR.
BINDING-

This Agreement shall be binding upon and inure to the beaefit of BOARD, LICENSOR

and LICENSER and their respective successors, assigns, executors, heirs, and personal
representatives.

A | 2060ASEA0011.00C)
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17 LAW GOVERNING

This Agreement shall for all purposes bo governed exclusively by and interpreted and
enforced in accordance With the laws of tho State of Texas. LICENSEE hercby agrees
that any action arising out of this Agreement shall be litigeted under the laws of the State

of Texas and venus shall be in Harris County, Texas. LICENSEE hereby agrees (0 submit
to the jurisdiction of the court of competent j&diction located in the State of Texas.

18 RECORDAL OF LICENSE AGREEMENT

LICENSOR and LICENSEE agree that they both shall take all necessary steps to have this

Sublicense be made a public document before a notary and be submitted for recordation ith ths
Spanish and Portuguese Trademark Offices within 45 days qf the Effective Date of this

Agreement.

19  MISCELLANEQUS

19.1

19.2

19.3

19.4

19.5

19.6

The provison! of this Agreement am severable, and if any provision shall be hdd
illegdl, invalid, or uneaforceable, such holding shall not affect the legdlity,
vaidity, or enforceability of any other provision. Any suchillegal, invalid, or
unenforceable provision shdl be deemed stricken herefrom 88 if it had never been
contained herein, but al other provisons shdl continue in full force and effect.

As used herein, the term LICENSEE shall include the plural as well as the

sngular, the masculine and feminine genders, and corporations, partnerships, and
other business entities as woll as individuds,

This Agreement, including the Afttachments hegeto, contains the entire agreement
between the parties with respect to the subject matter hereof and supersedes any

prior agreements between the parties, written or ord, with respect to such subject
mater.

This Agreement may not be anended, modified, or rescinded except by a written
agreement executed by LICENSOR and LICENSEE.

This Agreement may be executed in two or more counterparts, each of which shall

be deemed an origind and dl of which together shall conditute but ono and the
same instrument.

All expenses and taxes that are incurred from the formalization, execution and,
where appropriate, conversion of this Agreement into public document(s) will be
pad by the paties in equal proportions.
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19.7 This Agreement shall be translated into Spanish and Portuguese as may be
requitedrormdaﬁon.howovu,inmeevemafadimcy.theﬁn;ﬁ;h
language version shall govern.

19.8 LICENSOR scknowledges that the corporate name “MDA Holding Spain, S.A"
belongs to LICENSEE.

EXECUTED BY LICENSOR and LICENSEE effective as of the day and year first above
written, in duplicate copies, each of which shall bs deemsd an original.

LICENSOR: LICENSEE:

M.D. ANDERSON CAN-CENTER MDA HOLDING SPAIN, S.A.
OUTREACH CORPORATION

By: By:

Name: Name:

Title: Title:

Date Signed: Date Signed:

N 120008300001LDOC
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ATTACHMENT A
LICENSEDR MARKS ARE:

M. D. ANDERSON INTERNATIONAL
M. D. ANDERSON INTERNATIONAL RADIOTHERAPY

Copies of trademark applications in Spain, Portugal and the European Commuaity for these
marks are attached.

44
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ATTACHMENT B
LICENSER GOODS AND SERVICES ARE:

The following goods and services may be provided by LICENSEE in connection with the
applicable LICENSED MARKS listed in Attachment A:

(1) CANCER CENTER SERVICES; Medical oncology, sad surgical oncology facility
services and ancillary supporting facility services (including pathology, medicine, laboratory, and

nuclear medicine) used as part of the Cancer Program (as the term Cancer Program is defined in
the CSSA;

(2) RADRIATION THERAPY SERVICES: Radiation Therapy Services used as part of the
Cancer Program (as the term Cancer Programis defined |0 the CSSA)

(3)  GOODRS: Uses of the LICENSED MARKS in connection with the LICENSED GOODS
AND SERVICES as defined above including tho advertising and promotion thereof in
accordance With exising trade practices, within the LICENSED TERRITORY, induding uses of

the LICENSED MARKS on letterhead, stationery, business signage, advertisements, and
promotional materias.

L N S o

LICENSE may use the applicable LICENSED MARKS listed in Attachment A in
connection with the advertising, marketing, and sale of an insurance product to be offered by M.
D. Anderson International - Espafia Seguros, S.A.. Permitted uses may include use of the
LICENSED MARKS within the product description and sppropriate references to M.D.
Anderson Internationad - Bspafia, S.A. a8 a location where insurance benefits may be provided.

Al 120090000801 1.D0C)
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ATTACHMENT C
LICENSED TERRITORY IS:

For CANCER CENTER SERVICES:
The country of Spain solely at Calle Arturo Soria 270, Madrid Spain.

For RADIATION THERAPY SERVICES:
The couatry of Spain solely at Calle Arturo Soria 270, Madrid Spain.

For GOODS: Throughout the MARKETING TERRITORY for the relevant SERVICES or
INSURANCE USE, a8 st forth in ATTACHMENT D.

For INSURANCE USE:

The ¢ountries of the European union as of Qc¢tober 15.1997.

|
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ATTACHMENT D
MARKETING AREAIS:

For CANCER CENTER SERVICES:
The countries of Spain and Portugal

For RADIATION THERAPY SERVICES:

The countries of Spain and Portugal

For INSURANCE USE:
The countries of the European Union as of October 15, 1997.
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ATTACHMENT B

CLINICAL SUFPPORT SERVICES AGREEMENT
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ATTACHMENT F
LICENSE AGREEMENT BETWEEN LICENSOR AND BOARD
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ATTACHMENT G

Pursuant to Paragraph 9.1, LICENSEE shall use the following marking of the LICENSED
MARKS until it receives further notice from LICENSOR:

“[LICENSED MARK] is a trademark of Board of Regents, The University of Texas Syster, and
is nsed under license.”
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7.

U T. Medical Branch - Galveston: Appointnent of WIIliam

Cohen Levin, MD., as President Eneritus.--Upon recom
mendation of the Health Affairs Commttee, the Board
appoi nted WIlliam Cohen Levin, MD., President Eneritus
at The University of Texas Medical Branch at Gal veston.

Dr. Levin received his MD. degree fromthe U T. Medica
School - Galveston in 1941 and began his lifelong career
at the U T. Medical Branch - Galveston as an instructor
in the Department of Medicine in 1944. He becane direc-
tor of the hematol ogy division in the Departnent of
Internal Medicine in 1946 and in 1974 was appointed
president. During his presidency, Dr. Levin established
a very successful mnority affairs alumi conmttee which
has an inpressive record recruiting disadvantaged stu-
dents. In addition, he worked closely with The Sealy &
Sm th Foundati on encouragi ng the Foundation to fund
prograns and research as well as buildings. Dr. Levin
was instrumental in the devel opnent of an educati onal
facility which bears his name (Levin Hall) and is exten-
sively utilized by the institution and the Gal veston
area for prograns related to patient care, research, and
comunity wel | - bei ng.

U T. Health Science Center - Houston: Report on Merger
of Hermann Hospital and Menorial Healthcare System -- At
the conclusion of the Health Affairs Comm ttee neeting,
Conmittee Chairman Loeffler called on President Low of
The University of Texas Health Science Center at Houston
to make a brief report regarding the nerger of Hernann
Hospital and Menorial Healthcare Systemin Houston,
Texas.

President Low noted that since the establishnent of The
University of Texas Medical School at Houston in 1969
Her mann Hospital has served as the primary teaching hos-
pital for that institution. This affiliation has served
the U. T. Medical School - Houston well in providing a
site for the training of nedical students and residents
as well as for faculty practice. The relationship has
al so served Hermann Hospital well by fostering the

devel opnent of tertiary, one-of-a-kind services which
have brought patients, distinction, and revenues to the
Hospi tal .
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Over the years, there have been concerns about the
financial and narket share stability and viability of

Her mann Hospital and recently the pressures of managed
care have led to a nerger between Herrmann Hospital and
Menorial Healthcare System The goal of the nmerger is to
formthe strongest not-for-profit hospital systemin the
Houst on area which will build on both hospitals’ |ong-
standing commtnent to the comunity and their unanbig-
uous role of being not-for-profit. In addition to this
cl ose alignnent of mssion, the two hospital systens,

as a conbined entity, will have trenmendous geographic
coverage and nmarket share, two factors which are critica
in the growi ng managed care mar ket pl ace. The conbi ned
strength of Menorial Healthcare Systemas a community-
based hospital system and of Hermann as a Texas Medi cal
Center-based tertiary teaching hospital will position the
new entity for the future as the health-care delivery
systemin Houston consolidates even further.

Dr. Low noted that a nmerger with Menorial Healthcare
System presents expanded clinical opportunities for
the U T. Medical School - Houston. Wth Menorial’'s
geographi cal |l y di spersed community hospital and nedi cal
staffs, the School will have the opportunity to extend
its teaching and patient-care prograns into the comu-

nity. Increased exposure to community-based care is
vital to students and will strengthen the curricul um
of the School. Qher opportunities include extending

continui ng education prograns, increasing referrals to
Medi cal School specialists, and strengthening ties with
comuni ty- based physi ci ans.

Presi dent Low pointed out that from an operational
viewpoi nt the affiliation agreenent is essentially the
sane as the one that has been in existence for nany
years.
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REPORT AND RECOMVENDATI ONS OF THE FACI LI TI ES PLANNI NG AND
CONSTRUCTI ON COWMM TTEE (Pages 234 - 252).--Committee Chairnman
Clenents reported that the Facilities Planning and Construc-
tion Commttee had nmet in open session to consider those
matters on its agenda and to formul ate recommendati ons for
the U T. Board of Regents. Unless otherw se indicated, the
actions set forth in the Mnute Orders which follow were
recommended by the Facilities Planning and Construction Com
mttee and approved in open session and w thout objection by
the U T. Board of Regents:

1. U T. Austin - Renovation and Expansion of W A “Tex”
Moncrief, Jr. - V. F. “Doc” Neuhaus Athletic Center
(Formerly Known as Neuhaus- Royal Athletic Center)
(Project No. 102-864): Approval of Plaque Inscription.--
Upon reconmendation of the Facilities Planning and Con-
struction Conmttee, the Board approved the inscription
set out below for a plaque to be placed on the Renovation
and Expansion of W A, “Tex” Moncrief, Jr. - V. F. “Doc”
Neuhaus Athletic Center (formerly known as Neuhaus- Royal
Athletic Center) at The University of Texas at Austin in
keeping with the standard pattern approved by the U T.
Board of Regents in June 1979:

RENOVATI ON AND EXPANSI ON OF
W A “TEX’ MONCRIEF, JR - V. F. “DOC’ NEUHAUS
ATHLETI C CENTER

1997
BOARD OF REGENTS

Donald L. Evans Wl liamH Cunni ngham

Chai r man Chancel | or, The University
Tom Loeffler of Texas System

Vi ce- Chai r man Peter T. Flawn

Rita Crocker Cenents President ad interim The
Vi ce- Chai r man Uni versity of Texas at
Thomas O. Hicks Austin

Lowel |l H. Lebermann, Jr.

Patrick C. Oxford O Connel | Robertson &

A W “Dub” Riter, Jr. Associ ates, Inc.

A. R (Tony) Sanchez, Jr. Project Architect

Martha E. Sm | ey Silverton Construction

Conpany, Inc.
Cont ract or
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2. U T. Austin - Darrell K Royal - Texas Menorial Stadium -
Renovati on and Expansi on of East Grandstand (Project
No. 102-862): Approval of Plaque Inscription.--Approval
was given to the inscription set out below for a plaque
to be placed on the Darrell K Royal - Texas Menori al
St adi um - Renovati on and Expansi on of East G andstand
at The University of Texas at Austin in keeping with the
standard pattern approved by the U T. Board of Regents
in June 1979:
DARRELL K ROYAL - TEXAS MEMORI AL STADI UM
RENOVATI ON AND EXPANSI ON OF EAST GRANDSTAND
1997
BOARD OF REGENTS
Donald L. Evans Wl liamH Cunni ngham
Chai r man Chancel | or, The University
Tom Loeffler of Texas System
Vi ce- Chai r man Peter T. Flawn
Rita Crocker C enents President ad interim The
Vi ce- Chai r man University of Texas at
Thomas O. Hicks Austin
Lowell H. Lebermann, Jr.
Patrick C. Oxford Heery International, Inc.
A W “Dub” Riter, Jr. Project Architect
A. R (Tony) Sanchez, Jr. Hensel Phel ps Construction
Martha E. Sm | ey Conpany
Contract or
3. U T. Austin: Authorization to Anend the FY 1998 and

FY 1999 Capital Budget to Include Student Housing
Project.--At the request of President ad interimFlawn,
Dr. James W Vick, Vice President for Student Affairs,
presented a conprehensive overview of the proposed

St udent Housi ng project at The University of Texas at
Austin noting that the project is needed to fulfill the
m ssion of the institution to focus on the freshman
experience, inprove student retention and graduation
rates, and provide a greater sense of on-canpus comrunity
Wi thin the student body. Dr. Vick noted that this wll
be a project built with quality, including state-of-the-
art use of technology in data networks, fire protection,
security and infrastructure -- a place that can be a
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center of university conmunity life with faculty apart-
ments and versatile community spaces and a buil di ng that
will be an asset to the canpus for future generations.
(A Prospectus on this project was distributed to the

U. T. Board of Regents in advance of the nmeeting and is
on file in the Ofice of the Board of Regents.)

The Board, upon recomendati on of the Facilities Planning
and Construction Comm ttee, anmended the FY 1998 and

FY 1999 Capital Budget to include the Student Housi ng
project at U T. Austin at a prelimnary project cost of
$40, 000, 000 with $8, 000, 000 from Auxiliary Enterprise

Bal ances and $32, 000, 000 from Revenue Financing System
Bond Proceeds.

The Student Housing project at U T. Austin was approved
in the FY 1998-2003 Capital |nprovenment Programin

August 1997 but was not included in the FY 1998 and

FY 1999 Capital Budget. Anmendnment of the FY 1998 and

FY 1999 Capital Budget to include the Student Housi ng
project at this tine will accelerate the project and nove
forward the construction of additional student housing on
canpus for 800-1000 residents consistent with the U T.
Austin Canpus Master Plan and the goal to provide suf-
ficient space so that the majority of incom ng freshnen
can be of fered on-canmpus housi ng.

Approval of this item anmends the FY 1998 and FY 1999
Capital Budget to include the Student Housing project

at a prelimnary project cost of $40,000,000, with

$8, 000, 000 from Auxiliary Enterprise Bal ances and

$32, 000, 000 from Revenue Fi nanci ng System Bond Proceeds.
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4, U T. Austin - University Interschol astic League Buil di ng
(Project No. 102-803): Approval of Plaque Inscription.--
In keeping with the standard pattern approved by the
U T. Board of Regents in June 1979, approval was given
to the inscription set out below for a plaque to be
pl aced on the University Interschol astic League Buil di ng
at The University of Texas at Austin:
UNI VERSI TY | NTERSCHOLASTI C LEAGUE BUI LDI NG
1996
BOARD OF RECGENTS
Ber nard Rapoport Wl liamH Cunni ngham
Chai r man Chancel | or, The University
Thomas O. Hicks of Texas System
Vi ce- Chai r man Robert M Berdah
Martha E. Sm | ey President, The University
Vi ce- Chai r man of Texas at Austin
Rita Crocker O enents
Donald L. Evans Cotera Kolar & Negrete
Zan W Hol nes, Jr. Architects
Lowel |l H Lebernmann, Jr. Proj ect Architect
Tom Loeffler Chasco Contracting
Ellen C arke Tenpl e Contract or

5.

U T. Dallas - Satellite Facility/Callier Center Building

Addition: Approval of Design Devel opnent Pl ans; Approval

of Total Project Cost; Appropriation of Funds and Aut ho-
ri zati on of Expenditure; and Approval of Use of Revenue
Fi nanci ng System Parity Debt, Receipt of Parity Debt
Certificate, and Finding of Fact with Regard to Fi nanci al

Capacity.--Following a brief overview by President
Jenifer, the design devel opnent plans for the Satellite
Facility/Callier Center Building Addition at The Univer-
sity of Texas at Dallas were presented to the Facilities
Pl anni ng and Construction Commttee by M. David Marsee,
representing the Project Architect, MPI Architects,
Dal | as, Texas.

Based on this presentation and upon recomrendati on of
the Facilities Planning and Construction Conmttee, the
Boar d:

a. Approved desi gn devel opnent plans for the

Satellite Facility/Callier Center Building
Addition at U T. Dallas
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b. Approved an estimated total project cost
of $3, 319, 483

C. Appropriated funds and authorized expenditure
of $1,900,000 from Tuition Revenue Bond
Proceeds issued under the Revenue Financing
System $855,926 fromGfts and Grants,
$44,074 from Permanent University Fund Bond
Proceeds - Special Program $130,000 from
1995 LERR Permanent University Fund Bond
Proceeds, $300, 000 from 1998 LERR Per manent
Uni versity Fund Bond Proceeds, $39, 483 from
1996 LERR Pernmanent University Fund Bond
Proceeds, and $50, 000 from Parki ng Revenues
for $3,319,483 total project funding.

Foll owi ng a presentation by Ms. Pam C ayton, Assistant
Vi ce Chancel lor for Finance for The University of Texas
System related to the qualifications of this project
for the U T. System Revenue Financing Systemand in
conpliance with Section 5 of the Anended and Rest ated
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993 (the “Master Resolution”), and upon
delivery of the Certificate of an Authorized Represen-
tative as set out on Page 240, the Board resol ved 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 wll be available to neet
the financial obligations of the U T. System
i ncludi ng sufficient Pledged Revenues as
defined in the Master Resolution to satisfy
t he Annual Debt Service Requirenents of the
Fi nanci ng System and to neet all financi al
obligations of the U T. Board of Regents
relating to the Financing System

C. U. T. component institutions, which are
“Menbers” as such termis used in the Master
Resol uti on, possess the financial capacity
to satisfy their direct obligation as defined
in the Master Resolution relating to the
i ssuance by the U T. Board of Regents of
tax-exenpt Parity Debt in the aggregate
amount of $1, 900, 000

238



d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| at i ons.

The Satellite Facility/Callier Center Building Addition
at U T. Dallas consists of two najor parts: an addition
of approximately 12,500 gross square feet adjacent to the
Callier Center Building Dat its |ocation near The Uni -
versity of Texas Sout hwestern Medical Center at Dall as
and construction of a new satellite facility on the U T.
Dal | as mai n canpus of about 9,000 gross square feet. The
addi tional space in the Callier Center Building Addition
will be used for offices, |abs, and classroons for the
academ c progranms in speech and hearing in the School of
Human Devel opnment at the Callier Center for Comrunication
Di sorders.

To support the Callier Center Building Addition, the
project will include the construction of a parking | ot
for approximately fifty vehicles and upgradi ng of the
Thermal Energy Pl ant which were previously planned as
separate institutional projects. The addition of these
itens adds $389,483 to the prelimnary project cost of
$2,930,000 for a total project cost of $3,319, 483.

Due to budget constraints, the Satellite Facility portion
of the project has been deferred at this tine and w |l

be presented to the U. T. Board of Regents at a future
neeti ng when additional funds have been identified.

This project is included in the FY 1998-2003 Capit al

| mprovenent Program and the FY 1998 and FY 1999 Capit al
Budget at a prelimnary project cost of $2,930,000 with
funding as follows: $1,900,000 from Tuiti on Revenue Bond
Proceeds, $855,926 fromGfts and Grants, $44,074 from
Per manent University Fund Bond Proceeds - Special Pro-
gram and $130, 000 from 1995 LERR Per manent University
Fund Bond Proceeds.

Approval of this item anends the FY 1998-2003 Capit al

| nprovenent Program and the FY 1998 and FY 1999 Capital
Budget to add the follow ng: $300,000 from LERR

Per manent Uni versity Fund Bond Proceeds (from FY 1998
LERR appropriation of $300,000 for Callier Center Energy
Pl ant Upgrade), $39, 483 from LERR Pernmanent University
Fund Bond Proceeds (from FY 1996 LERR appropriation of
$100, 000 for Callier Center HVAC), and $50, 000 from

Par ki ng Revenues, to establish the total project cost

of $3, 319, 483.
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The 75th Texas Legislature authorized $5,000,000 of
tuition bonds to be issued for U T. Dallas, and this
project represents one of two projects at that insti-
tution that will utilize the Tuition Revenue Bond
Proceeds.

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

I, the undersigned Interim Assistant Vice. Chancellor for
Finance of The University of Texas system, a U T. System
representative under the Amended and Restated Master

Resol ution Establishing The University of Texas System Revenue
Financing System adopted by the U T. Board of Regents %Board)
on February 14, 1991, and anended on Cctober 8, 1993 (the
"Master Resolution"), 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" pursuant to the Master
Resolution, and do certify that to the best of ny know edge,
the Board is in conpliance with all covenants contained in the
Master Resolution, First Supplenental Resolution Establishing
an Interim Financing Program the Second Supplement al
Resolution, the Third Supplemental Resolution, the Fourth
Suppl emental Resolution, the Fifth Supplenental Resolution,
and the sixth Supplenental Resolution, and is not in default
of any of the terns, provisions, and conditions in said Mster
Resol ution, the First Suppl enental Resol ution, the Second
Suppl emental Resolution, the Third Supplenental Resolution,
the Fourth Supplenmental Resolution, the Fifth Supplenental
Resolution, and the Sixth Supplenental Resolution.

EXECUTED thisd/& v o f felMuar,, 1998

[nterim Assistant Vice (f}nancel |or for Finance
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6.

U T. El Paso: Anmendnent of the FY 1998 and FY 1999 Cap-
ital Budget to Include the UWility Infrastructure Upgrade

Renovati on Project; Appropriation of Funds for the Proj-
ect; and Approval of Use of Revenue Financing System
Parity Debt, Receipt of Parity Debt Certificate, and

Fi nding of Fact with Regard to Financial Capacity.--Upon
recommendation of the Facilities Planning and Construc-
tion Coomittee, the Board:

a. Amended the FY 1998 and FY 1999 Capital
Budget to include the Uility Infra-
structure Upgrade renovation project at
The University of Texas at El Paso in the
amount of $14, 400,000 to be funded from
Revenue Fi nancing System Bond Proceeds

b. Appropriated funds in the amount of
$14, 400, 000 from Revenue Fi nanci ng
Syst em Bond Proceeds

C. Approved the use of Revenue Fi nancing
System Parity Debt in the anmount
of $14, 400, 000.

Foll owi ng a presentation by Ms. Pam C ayton, Assistant

Vi ce Chancel lor for Finance for The University of Texas
System related to the qualifications of this project for
the U T. System Revenue Financing Systemand in com
pliance with Section 5 of the Anended and Restated Master
Resol uti on Establishing The University of Texas System
Revenue Fi nancing System adopted by the U T. Board

of Regents on February 14, 1991, and anended on Ccto-

ber 8, 1993, and upon delivery of the Certificate of an
Aut hori zed Representative as set out on Page 243, the
Board resol ved that:

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

b. Sufficient funds wll be available to neet
the financial obligations of the U T. Sys-
tem including sufficient Pledged Revenues
as defined in the Master Resolution to
satisfy the Annual Debt Service Requirenents
of the Financing System and to neet all
financial obligations of the U T. Board of
Regents relating to the Financing System
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C. U T. El Paso, which is a “Menber” as
such termis used in the Master Resol ution,
possesses the financial capacity to satisfy
its Direct Ooligation as defined in the
Master Resolution relating to the issuance
by the U. T. Board of Regents of tax-
exenpt Parity Debt in the aggregate anount
of $14, 400,000 for the financing of the
Uility Infrastructure Upgrade renovation
proj ect

d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| at i ons.

When the FY 1998-2003 Capital |nprovenent Program was
bei ng updated in August 1997, it was not known if the
provi der of the energy conservation neasures, as autho-
rized by Section 51.927 of the Texas Education Code,
woul d be able to provide | ess expensive financing than
the U T. System Revenue Fi nancing System for the
necessary utility infrastructure upgrades. For the

U T. EIl Paso project, it has been determ ned that the
U T. Systemcan offer |ower financing costs.

The original scope of work was changed fromthe use of
cogeneration of electric power and natural gas powered
chillers to new electrical chillers and thermal energy

st orage based on reduced electric energy rates offered by
El Paso Electric. Based on these scope changes, and a
determ nation by U T. El Paso to not capitalize inter-
est, the prelimnary project costs have been reduced from
$30, 700, 000 to $14, 400,000. The debt service is to be
paid fromenergy savings as a result of the renovation
proj ect.
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PARITY DEBT CERTIFICATE OF-U T. SYSTEM REPRESENTATI VE

|, the undersigned Interim 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 U T. Board of Regents LBoard)
on February 14, 1991, and amended on Cctober 8, 1993 (the
“Master Resolution"), 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" pursuant to the Master Resolution
to finance the renovation cost of the Uility Infrastructure
at U T. El Paso, and do certify that to the best of ny

know edge the Board is in conpliance with all covenants
contained in the Master Resolution, the First Supplenental
Resol ution Establishing an Interim Financi ng Program the
Second Suppl enmental Resolution, the Third Supplenental

Resol ution, the Fourth Supplemental Resolution, the Fifth
Suppl enental Resolution, and the Sixth Supplemental Resolution
and is not in default of any of the terms, provisions and
conditions in said Master Resolution, the First Supplenental
Resol ution, the Second Supplenental Resolution, the Third
Suppl enental Resolution, the Fourth Supplenental Resol ution,

t he IFifth Suppl enental Resolution, and the Sixth Supplenental
Resol uti on.

EXECUTED this_/&  day of %Af:,cm-‘o?q 1998

Flmela, K Llpotor

Interi m Assi stant vicgj.Chancel [or for Finance
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7.

U T. Perman Basin - Visual Arts Studios Stage of the
Li brary/ Lecture Center, Visual Arts Studios, and Infor-
mati on Resources Facilities (Project No. 501-940A):
Approval of Design Devel opnent Pl ans; Approval of Total
Project Cost; Appropriation of Funds and Aut hori zation
of Expenditure; and Approval of Use of Revenue Fi nancing

System Parity Debt, Receipt of Parity Debt Certificate,
and Finding of Fact wwth Regard to Financial Capacity.--
Fol | owi ng openi ng remarks by President Sorber, M. Janes
Rhot enberry, representing the Project Architect,

Rhot enberry Wellen Architects, Mdland, Texas, presented
t he design devel opnent plans for the Visual Arts Studios
at The University of Texas of the Perm an Basin to the
Facilities Planning and Construction Conmttee.

Based on this presentation, the Board, upon recomen-
dation of the Facilities Planning and Construction Com
mttee:

a. Approved desi gn devel opnent plans for the
Visual Arts Studios at U T. Perm an Basin

b. Approved an estimated total project cost
of $4, 150, 000

C. Appropriated funds and authorized expenditure
of $4, 150,000 from Tuition Revenue Bond
Proceeds issued under the Revenue Financing
System for total project funding.

In conpliance with Section 5 of the Anended and Rest at ed
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993 (the “Master Resolution”), and upon
delivery of the Certificate of an Authorized Representa-
tive as set out on Page 246, the Board resolved 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
nmeet the financial obligations of the U T.
System including sufficient Pledged Revenues
as defined in the Master Resolution to sat-
i sfy the Annual Debt Service Requirenents
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of the Financing System and to neet all
financial obligations of the U T. Board of
Regents relating to the Financing System

C. U. T. component institutions, which are
“Menbers” as such termis used in the
Mast er Resol ution, 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-exenpt Parity Debt in the aggregate
amount of $4, 150, 000

d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| at i ons.

The U. T. Perm an Basin project titled Library/Lecture
Center, Visual Arts Studios, and Information Resources
Facilities is conposed of two stages: “Visual Arts
Studi os” and “Library/Lecture Center.” The existing
visual arts facilities are |located in what was the
ori gi nal warehouse, the first building on canpus, con-
structed in 1971 and is inadequate in both spatial and
equi pnent requi renents for current needs.

The Visual Arts Studios stage will construct a new
facility of approximtely 29,380 gross square feet at a
total project cost of $4,150,000 which will appropriately
house all studio spaces for two-dinensional and three-

di nensi onal art courses and will contain exhibit space to
showcase student and faculty work. The “Library/Lecture
Center” stage estimted at $15, 850,000 will be submtted
for approval at a |later date.

The Library/Lecture Center, Visual Arts Studios, and
I nformati on Resources Facilities project is included in
the FY 1998-2003 Capital Inprovenent Program and the
FY 1998 and FY 1999 Capital Budget at a prelimnary
project cost of $20,000,000 from Tuition Revenue Bonds.

The 75th Texas Legi sl ature authorized $25, 800, 000 of

Tuition Revenue Bonds for U T. Perman Basin and this
represents one of the projects fromthis source of funds.
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PARI TY DEBT CERTIFICATE O U T. SYSTEM REPRESENTATI VE

|, the undersigned Interim Assistant Vice Chancellor for
Finance of The University of Texas System a U T. System
representative under the Anended and Restated Master

Resol ution Establishing The University of Texas System Revenue
Fi nancing System adopted by the U T. Board of Regents %Board)
on February 14, 1981, and anended on Cctober 8, 1993 (the
“"Master Resolution"), 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" pursuant to the Master

Resol ution, and do certify that to the best of ny know edge,
the Board is in conEIiance with all covenants contained in the
Master Resolution, Fkirst Supplemental Resolution Establishing
an Interim Financing Program the Second Supplenental

Resol ution, the Third Supplemental Resolution, the Fourth
Suppl emental Resolution, the Fifth Supplenental Resolution,
and the Sixth Supplemental Resolution, and is not in default
of any of the terns, provisions, and conditions in said Master
Resolution, the First Supplemental Resolution, the Second
Suppl emental Resolution, the Third Supplemental Resolution,
the Fourth Supplenental Resolution, the Fifth Supplenental
Resolution, and the Sixth Supplemental Resol ution.

EXECUTER this /2 day of FMMW« , 1998
mide K. Ulonfon

Interim Assistant vicg/ Chancellor for Finance
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8.

U T. San Antonio - Institute of Texan Cultures - Ther nal

Energy Plant: Appropriation of Funding and Approval of
Use of Revenue Financing System Parity Debt, Receipt of
Parity Debt Certificate, and Finding of Fact wth Regard

to Financial Capacity.--The Board, upon recomendati on of
the Facilities Planning and Construction Conm ttee:

a. Appropriated funding in the anmount of
$1, 144, 000 from Revenue Fi nancing System
Bond Proceeds for the Institute of Texan
Cul tures, Thermal Energy Plant, at The
University of Texas at San Antonio

b. Approved the use of Revenue Financing System
Parity Debt in the anobunt of $1, 144, 000.

Foll owi ng a presentation by Ms. Pam C ayton, Assistant
Vi ce Chancel lor for Finance for The University of Texas
System related to the qualifications of this project
for the U T. System Revenue Financing Systemand in
conpliance with Section 5 of the Anended and Restated
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993, and upon delivery of the Certificate
of an Authorized Representative as set out on Page 249,
t he Board resol ved that:

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

b. Sufficient funds wll be available to neet
the financial obligations of the U T. System
i ncludi ng sufficient Pledged Revenues as
defined in the Master Resolution to satisfy
t he Annual Debt Service Requirenents of the
Fi nanci ng System and to neet all financi al
obligations of the U T. Board of Regents
relating to the Financing System

C. U T. San Antonio, which is a “Menber” as
such termis used in the Master Resol ution,
possesses the financial capacity to satisfy
its Direct Ooligation as defined in the
Master Resolution relating to the issuance
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by the U. T. Board of Regents of tax-exenpt
Parity Debt in the aggregate anmount of

$1, 144,000 for the financing of the U T.
San Antonio - Institute of Texan Cul tures -
Ther mal Energy Pl ant renovati on project

d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| at i ons.

When the FY 1998-2003 Capital | nprovenent Program was
bei ng updated in August 1997, it was not known if the
provi der of the energy conservation neasures, as autho-
rized by Section 51.927 of the Texas Education Code,
woul d be able to provide | ess expensive financing than
the U T. System Revenue Financing Systemfor the
necessary Thermal Energy Pl ant renovations. For the

U T. San Antonio project, it has been determ ned that
the U T. Systemcan offer |ower financing costs.

After further review of the potential cost savings for
this project and a determ nation by U T. San Antonio
to not capitalize interest, the prelimnary project
costs have been reduced from $2, 600, 000 to $1, 144, 000.
The debt service is to be paid fromenergy savings as
a result of the project.
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PARI TY DEBT.CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

I, the undersigned Interim Assistant Vice Chancellor for
Finance of The University of Texas System a U T. System
Representative under the Anmended and Restated Master
Resol uti on Establishing The University of Texas System Revenue
Financing System adopted by the U T. Board of Regents (Board)
on February 14, 1991, and amended on Cctober 8, 1993 (the
“Master Resolution"), 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" pursuant to the Mster Resolution
to finance the renovation cost of the Thernal Energy Plant at
U T. San Antonio, and do certify that to the best of ny
know edge the Board is in conpliance with all covenants
contained in the Master Resolution, the First Supplenental
Resolution Establishing an Interim Financing Program the
Second Suppl enental Resolution, the Third Supplenental
Resolution, the Fourth Supplenmental Resolution, the Fifth
Suppl emental Resolution, and the Sixth Supplenmental Resolution
and is not in default of any of the terns, provisions and
conditions in said Mster Resolution, the First Supplenental
Resol ution, the Second Supplenental Resolution, the Third
Suppl emental Resolution, the Fourth Supplenental Resol ution,
tRQe IFitf'th Suppl enental Resolution, and the Sixth Supplenental
sol ution.

L
EXECUTED t his_ /& day of /ma% , 1998

Fomuda K Clatp

Interim Assistant Vice q,‘)mncel [or for Finance
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9.

10.

U T. Southwestern Medical Center - Dallas - North Canpus

Phase 111 Building (Project No. 303-859): Approval to
Nane Buil ding as The Seay Bi onedi cal Buil ding (Regents’
Rul es and Regul ations, Part One, Chapter VIII, Section 1,

Nam ng of Buildings and Other Facilities).--Pursuant to
the Regents’ Rules and Regul ations, Part One, Chap-

ter VIIl, Section 1, relating to nam ng of buildings
and other facilities, the Board approved nam ng the
North Campus Phase 111 Building at The University of

Texas Sout hwestern Medical Center at Dallas as The Seay
Bi onedi cal Building to recognize the contribution of
Sarah M and Charles E. Seay towards the construction
of the facility.

The North Canpus Phase 111 Buil ding, scheduled for
conpletion in 1999, is a ten-story, 342,727 gross square
foot structure which will include seven floors of

| aboratories, offices and clinical spaces, and three

fl oors of parking. The second and third floors wll
house oncol ogy-rel ated outpatient services and research

| aboratories. The fifth and sixth floors will house
psychiatric clinics and | aboratories, including The

Sarah M and Charles E. Seay Center for Basic and Applied
Research and Psychiatric Illness. Research facilities
and offices will fill the remainder of the building.

M. and Ms. Seay have donated nore than $21, 000, 000

to U T. Southwestern Medical Center - Dallas and the
Sout hwest ern Medi cal Foundation. These funds have gone
toward the North Canpus Phase Il Building, as well as

to the establishment of The Sarah M and Charles E. Seay
Center for Basic and Applied Research and Psychiatric

Il ness, a new pediatric energency orthopedic center, two
di stingui shed chairs and four chairs in pediatrics, child
psychi atry, and cancer research

U T. Medical Branch - Galveston - dinical Cardiol ogy
Renovation in John Sealy Hospital (Project No. 601-930):

Aut hori zation to Anend the FY 1998-2003 Capital | nprove-
ment Programto Change Source of Funds.--The Board, upon
recommendation of the Facilities Planning and Construc-
tion Coomittee, anended the FY 1998-2003 Capital |nprove-
ment Programto change the source of funds for the
Clinical Cardiology Renovation in John Sealy Hospital at
The University of Texas Medical Branch at (Gl veston
from $4, 087,000 in Hospital Revenues to $4, 087,000 in
Gfts and G ants from The Sealy & Sm th Foundati on.
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11.

This project will facilitate the installation of three
new cardi ac catheterization units, two new el ectrophys-

i ol ogy units, expand the Heart/Echo facility, inprove
patient access and privacy, and include an area for new
di agnosti c equi pnent and procedures. This renovation
project is conposed of two stages, one under construction
and the other in the programm ng phase.

Approval of this item anends the FY 1998-2003 Capit al

| nprovenent Program and the FY 1998 and FY 1999 Capital
Budget to nodify the source of funds from Hospital
Revenues to Gfts and G ants.

U T. Health Science Center - Houston - Institute of

Mol ecul ar Medicine for the Prevention of Human Di seases
Project: Appropriation of Funds for the Purchase of

Equi pnent . --The Facilities Planning and Construction Com
mttee recomended and the Board appropriated $1, 300, 000
i n Permanent University Fund (PUF) Bond Proceeds for the
pur chase of equipnent for the Institute of Ml ecul ar
Medicine (IMM for the Prevention of Human D seases
project at The University of Texas Health Science Center
at Houston. This appropriation of PUF Bond Proceeds is
in accordance wi th a Menorandum of Understandi ng ( MOU)
approved by the U T. Board of Regents in March 1994
wher eby $15, 000, 000 of PUF Bond Proceeds was to be

mat ched by institutional funds to support the devel op-
ment of the Institute.

To date, $3,600,000 of PUF funds have been expended on
the | MM project for construction and equi pnent, and the
U T. Health Science Center - Houston has fulfilled its
obligation to match these funds. The FY 1998-2003 Capi -
tal | nprovenment Programincludes an additional $8, 500, 000
of PUF funds for a future phase of construction. This

| eaves a total of $2,900,000 reraining in PUF resources
for support of the IMM Under the conditions of the M,
the institution will fund the debt service if actual PUF
i ncone does not neet certain targets.

This appropriation of funds will provide for the purchase
of equipnent to establish a protein chem stry |aboratory,
greatly enhancing the IMM s capabilities in analytical
chem stry as well as positioning the Institute to take
maxi mum advant age of matching gift funds in the anount

of $2, 400,000, including a $1, 000,000 Wl ch Foundati on
endownent dedicated to this purpose.
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At the conclusion of the Facilities Planning and Construction
Comm ttee neeting, Commttee Chairman Cl enents reported that
since the | ast regular neeting the Chancel |l or had approved
three (3) general construction contracts totaling $47, 955, 000
whi ch included a 9% participation by Historically Underuti -

| i zed Busi nesses, 3.6% by wonen-owned firns and 5. 4% by
mnority-owed firns. |In addition, five (5) architect/

engi neer contracts totaling $2,731, 000 have been awarded since
the last neeting and these indicate a 20.3% participation by
Hi storically Underutilized Businesses, 1.5% by wonen-owned
firms and 18.8% by minority-owned firns.
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RECONVENE. --At 11:55 a.m, the Board reconvened as a committee
of the whole to consider those itens remai ni ng on the agenda.

| TEM FOR THE RECORD

U T. Austin: Report on Nam ng the Texas Center for Witers
as The James A. M chener Center for Witers.--President ad
interimFlawn announced at a canpus nenorial service for

M. James A. Mchener that he would ask The University of
Texas Systemto redesignate the academ ¢ program known as
the Texas Center for Witers at The University of Texas at
Austin as The Janmes A. M chener Center for Witers. On
Decenber 18, 1997, the Chancellor, with the concurrence of
the Acting Vice Chancellor for Academ c Affairs, approved
President ad interim Flawn's reconmendati on.

The Texas Center for Witers was created in the | ate 1980s
with a gift of $15,000,000 from M. Mchener and his wfe
Mari. The gift was suppl enented by a $3, 000, 000 natch by

the U T. Board of Regents. M. Mchener took a keen inter-
est in the Texas Center for Witers which is currently | ocated
in the J. Frank Dobi e House. He kept an office there, seeing
visitors and interview ng applicants. He cherished his tine
with the students, advising them review ng their papers, and
di scussing career possibilities.

Nam ng the Texas Center for Witers after M. Mchener is a
nost fitting and appropriate tribute to a remarkable talent,
a loyal and conmitted friend, and an exceedi ngly generous
benefactor, with donations in excess of $44 mllion to

U T. Austin.

Al though U T. Board of Regents' approval is not required for

this programnamng, this report for the record is provided
for information.
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REPORT OF BOARD FOR LEASE OF UNI VERSI TY LANDS

Regents Lebermann and Sml ey, as nenbers of the Board for
Lease of University Lands, submitted the follow ng report on
behal f of that Board:

Report

The Board for Lease of University Lands net on Wednesday,
Novenber 19, 1997, in the Regents’ Meeting Roomon the ninth
fl oor of Ashbel Smith Hall in Austin, Texas, for a general
busi ness neeting and to award | eases for the Regular G| and
Gas Lease Sale No. 92.

Following is a report on the results of the Regular O 1 and
Gas Lease Sale No. 92:

A total of 65,296.630 acres (195 tracts) of

Per manent University Fund | ands was offered for
| ease. Bonuses of $7,751, 118 were paid for

93 tracts covering a total of 30,690.163 acres.
Total bonuses paid at this | ease sale were the
greatest paid at a single |ease sale since
February 3, 1982, when total bonuses paid were
$17,842,000. The average bonus pai d per acre
was $252.56, with the high bonus per acre
bei ng $1,011.89. The single highest bonuses
were $324, 160. 00 each for two 320-acre tracts
in Ward and Lovi ng Counties, Texas.

Following is a report on the general business neeting:

a. Approved the M nutes of the Board for Lease
nmeeting of May 13, 1997

b. El ected Regent Lowell H. Lebermann, Jr., as
Vi ce Chairman, Board for Lease of University
Lands

C. Appoi nted Panela S. Bacon as Secretary of the

Board for Lease of University Lands
d. Approved tracts offered and approved | ease

awards to highest bidders in Regular G| and
Gas Lease Sale No. 92
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Approved procedures and terns for Regular Ol
and Gas Lease Sale No. 93 to be held on
May 19, 1998, in Mdl and, Texas

Approved procedures and ternms for Frontier
G| and Gas Lease Sale No. 93-A to be held
on May 19, 1998, in Mdl and, Texas

Approved a provision to be added to oil and
gas | eases which would all ow special surface
protection for specified tracts

Received a report on the take in-kind crude
oil sale held Cctober 1, 1997; approved
contracts dated Decenber 1, 1997; and
approved continuation of the take in-kind
crude oil royalty programas currently
managed. The take in-kind oil royalty
program has resulted in net revenue
enhancenent of $6, 805, 936.

Received a report on the take in-kind gas
royalty sal e held Septenber 22, 1997;
approved contracts dated October 1, 1997; and
approved continuation of the take in-kind gas
royalty programas currently managed. The
take in-kind gas royalty program has resulted
in net revenue enhancenent of $97, 703 since
Sept enber 1995.

Accepted a staff reconmendation to neet in
January 1998 to address the foll ow ng mat -
ters: revision of oil and gas |ease form
fee schedule, forns, adm nistrative provi-
sions, revisions to operational require-
ments, and policies (Note: Rescheduled to
March 17, 1998)

Consi dered a proposed policy regardi ng pool ed
units

Recei ved i nformati on regardi ng proposed
reporting form changes

Aut hori zed taking | egal action necessary to
confirmthe status of University Lands QO
and Gas Lease No. 72475 in Andrews County,
Texas, and to collect all anmounts owed to the
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Board of Regents of The University of Texas
System under the |lease and to collect anmounts
owed under a certain Royalty Crude Ol Sales
Agr eenent .

The next neeting of the Board for Lease of University Lands is
schedul ed for March 17, 1998, in the Regents’ Meeting Room on
the ninth floor of Ashbel Smth Hall in Austin, Texas.

1.

OTHER MATTERS

U T. System Status Report on Action Plan for Corporate

Conpl i ance. - - Chancel | or Cunni ngham reported t hat Chairman
Evans had requested the creation of an ad hoc commttee
to review all conpliance issues within The University of
Texas System In keeping with that request, Chancell or
Cunni ngham not ed that he had asked Executive Vice Chan-
cellor for Business Affairs Burck to chair a commttee

on conpliance issues in the U T. Systeminstitutions

and called on M. Burck for a brief status report.

M. Burck reported that a commttee, conposed of System
Adm ni stration officials and representatives fromthe
academ ¢ and health-rel ated conponent institutions, had
been established to develop an action plan related to
corporate conpliance issues such as federal grants and
contracts, environnmental health and safety, I|nternal
Revenue Service, human resources, and National Coll e-
giate Athletic Association. The charge to the conmt-
tee is to create an action plan to ensure conpliance
with all federal and state |laws, the Regents’ Rul es and
Regul ations, and rel ated agenci es where conpliance with
regul ations and rulings is an issue.

Executive Vice Chancellor Burck noted that the nenbers of
the commttee have been attending corporate conpliance
sem nars around the country, and he would report the
committee’'s findings to the Business Affairs and Audit
Commttee and the full Board in the near future.
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U T. System Adoption of Resolution Related to Readi ng
Initiatives and Prograns. --Chancel | or Cunni ngham reported
that the Board had expressed an interest in review ng the
inventory of reading initiatives and activities which are
underway in all of The University of Texas System conpo-
nent institutions.

Dr. Cunni ngham noted that the institutions wthin the

U T. Systemare deeply commtted to assisting the
state’s public schools in teaching reading and are wor k-
ing with consi derabl e success on a broad spectrum of
prograns toward this end. He pointed out that one of
the greatest needs at this tinme is to devel op greater

col | aborati on anong these prograns so that everyone can
benefit fromthe nost prom sing new i deas and techni ques.

In keeping with the Board' s request for a special presen-
tation on reading initiatives, Chancellor Cunni ngham
i ntroduced the foll ow ng speakers:

Dr. Barbara Foornan and Dr. Jack Fletcher

Co-Directors of the Center for Academ c
and Readi ng Skills (CARS)

The University of Texas Heal th Science
Center at Houston

Dr. Manuel Justiz
Dean, Col | ege of Education
The University of Texas at Austin

Dr. Sharon Vaughn

Director, Texas Center for Reading and
Language Arts

Col | ege of Education

The University of Texas at Austin

Dr. George Farkas

Director, Center for Education and
Soci al Policy (Reading One-(One)

The University of Texas at Dall as

Dr. Foorman noted that CARS, which is a multidisciplinary
research center that focuses on the neuroscience of how
children learn to read, has devel oped readi ng di agnostic
instrunents required by the Legislature for kindergarten
t hrough the second grade. The Center’s researchers have
gai ned national recognition for their work on cognitive
and biol ogical factors that influence the devel opnent of
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readi ng and academic skills. Their research includes the
devel opnent of skills in normal children, children who
are underachi evers, and children who are disabled. CARS
provi des an organi zati onal structure through which

sci ence-based readi ng prograns and teachi ng net hods can
be di ssem nated throughout the State.

In addition to such research, the Center’s objectives are
to evaluate the effectiveness of curriculumand assess-
ment tools for renediati ng poor reading at all ages and

| evel s of ability, disseminate information on curricul uns
and assessnent tools for teaching reading and ot her aca-
dem c skills from ki ndergarten through grade 12, provide
training for teachers, and work with public schools in
nonitoring classroominteractions and assessing the

ef fecti veness of curriculuns and teaching materials and
met hods.

Drs. Justiz and Vaughn discussed in detail the Texas
Center for Reading and Language Arts in the Coll ege of
Education at U T. Austin, which is a statew de project
funded through a conpetitive grant fromthe Texas Educa-
tion Agency as part of Governor Bush’s reading initia-
tive. The Center’s focus is to assist K-12 educators

i n enhancing the reading and | anguage skills of their
students. The mmjor objectives are to (1) enhance

know edge and skills of teachers as they inplenent the
Texas Essential Know edge and Skills (TEKS), (2) provide
a team of specialists who can contribute intensive pro-
fessi onal devel opnent to schools, and (3) devel op nate-
rials and products that enhance inplenentation of TEKS.

Dr. Farkas pointed out that the Reading One-One tutoring
programat U T. Dallas is the nodel for the President’s
Anerica Reads program Schools from21 cities from
Brownsville to Al aska have patterned their own tutoring
prograns after the Reading One-One program which is also
bei ng adapted by school officials in Mexico to assist
young readers there. The U. T. Dallas program uses
course-credit and paid tutors to provide highly struc-
tured tutoring in reading for elenmentary school students
who are nost at risk. Paid tutors are selected from
anong U. T. Dallas students, students from other area
col |l eges and universities, and community residents.
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Fol |l owi ng these presentations, Chairman Evans expressed
appreciation to each speaker for his/her involvenent in
this very critical area and also to Governor Bush for
his sharp focus on reading initiatives. Chairman Evans
noted that the Board is excited about the range of inno-
vative activities inthe U T. Systemfor inproving the
reading skills of the schoolchildren in Texas and
strongly supports the coordination and integration of
these efforts so that the best ideas and findings can be
shared all across the State.

Ref erenci ng Governor Bush’'s statew de reading initiative,
Chai rman Evans enphasi zed that there is a critical need
for Texas to do a better job of opening the wonders and
pl easures of education to all children and enhanced pro-
grans for teaching reading are fundanental to these
efforts. He stated that this is an excellent exanple of
the way the substantial resources of Texas universities
can be enployed for the benefit of all society, and the
Board commends all the U T. faculty, staff, and stu-
dents who are participating in these projects.

M. Evans noted that at the May 1998 U. T. Board of
Regents’ neeting he would Iike a report fromthe presi-
dents of the other conponent institutions which shows
what kind of inpact these prograns are having on their
col | eges of education and their future teachers once they
get out in the State of Texas.

Chai rman Evans then called on Vice-Chairman C enents who
read the Resolution set out on Pages 260 - 261 which
urges increased funding of university-based reading
prograns and enphasi zes the need to transfer university
research and pilot prograns into practical classroom
activities in elenmentary and secondary school s.

Upon notion of Vice-Chairman O enents, seconded by Regent
Hi cks, the Board unani nously adopted the Resol ution.
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Resol uti on

VWHEREAS, The Board of Regents of The University of Texas
System recogni zes the clear responsibility of higher education
institutions to provide excellent education and training for
the future teachers of Texas public schools;

VWHEREAS, Excellence in teacher preparation prograns necessar-
ily involves the conduct of advanced research into appropriate
t eachi ng nmet hods, chil dhood devel opnent, cognition, |earning
disabilities, and rel ated topics;

VWHEREAS, Universities have a responsibility for public service
by appl yi ng know edge devel oped on university canmpuses to
problens in the |arger society, including, for exanple, the

di ssem nati on of new know edge about effective ways of teach-
ing and learning to the state's elenmentary and secondary

cl assroom t eachers;

WHEREAS, Governor George W Bush has sponsored a conprehen-
sive, statewide reading initiative with the goal of naking
sure that each and every child in Texas |earns to read, has
chal l enged all Texans to join himin realizing this goal, and
has encouraged a multifaceted and i nnovative canpaign to
attack the problem of inadequate reading skills;

VWHEREAS, Texas faces a serious challenge -- indeed, a crisis,
as Governor Bush has described it -- in devel oping the reading
skills of its population, as indicated by reports that al nost
one-fifth of Texas third- and fourth-graders did not pass the
state's basic reading test in 1997;

VWHEREAS, The general academ c and health institutions of The
University of Texas Systemare at the forefront of state and
national efforts to enhance the teaching of reading, as docu-
nmented by the research, outreach, and other progranms cited in
the "1997-1998 U T. System Report on Reading Initiatives";
now, therefore, be it

RESOLVED, That the Board of Regents fully supports Governor
George W Bush's reading initiative and conmts The Univer-
sity of Texas Systemto a central and continuing role in

hel ping to achieve the goal that all Texas children learn to
read; and, be it further
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RESOLVED, That the Board of Regents does hereby commend al
faculty, staff, and students who are contributing to the

i nprovenent of reading skills anong the state's public school
pupils, whether through cutting-edge research into the way
children learn, innovative tutorial prograns, strengthening
of teacher-education prograns, or other activities; and, be
it further

RESOLVED, That the Board of Regents enthusiastically endorses
the determ nation by Chancellor WIIliam H Cunni ngham t hat
research, instructional, and outreach initiatives related to
the teaching of reading constitute one of the core priorities
of The University of Texas System and, be it further

RESOLVED, That the Board of Regents strongly supports the
Chancellor's initiative to seek increased coordination and
integration anmong the reading-related prograns of the U T.
System' s academ ¢ and health institutions, including prograns
in educational and scientific research, teacher preparation,
instructional and tutorial activities, and other reading
initiatives; and, be it further

RESOLVED, That the Board of Regents directs the Chancell or
to report to the Board on the extent and nature of reading-
related initiatives at Systeminstitutions, with particular
attention to increased outreach to the public schools, as
well as to report on how these diverse reading-rel ated
activities can be better coordinated; and, be it further

RESOLVED, That the Board of Regents supports a concerted and
continuing effort to attract significant additional public
and private financial resources for the support of reading
initiatives that involve interaction between U T. System
institutions and the public schools of Texas, and, toward
this end, the Board is commtted to working constructively
with the elected | eaders of Texas to identify and access

new resources for support of these initiatives.
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SCHEDULED MEETI NG. - - Chai r man Evans announced that the next
schedul ed neeting of the U. T. Board of Regents would be
held on May 13-14, 1998, at The University of Texas of the
Per m an Basi n.

ADJOURNMENT. - - There being no further business, the neeting
was adjourned at 12:45 p.m

/sl Arthur H Dlly
Executive Secretary

February 20, 1998
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