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MEETI NG NO. 906

VEDNESDAY, AUGUST 13, 1997.--The nenbers of the Board of
Regents of The University of Texas System convened at
3:40 p.m on Wednesday, August 13, 1997, in the Johnson
Room of The Westin Hotel in Dallas, Texas, with the fol-
Il ow ng in attendance:

ATTENDANCE. - -
Pr esent Absent
Chai rman Evans, presiding *Vi ce- Chai rman Loeffl er

Vi ce- Chai rman C enents
Regent Hi cks

Regent Leber mann
Regent Oxford

Regent Riter

Regent Sanchez

Regent Sm | ey

Executive Secretary Dilly

Chancel | or Cunni ngham

Executive Vice Chancell or Duncan
Executive Vice Chancellor Millins
Executive Vice Chancell or Burck

Chai rman Evans announced a quorum present and call ed the
nmeeting to order.

RECESS TO EXECUTI VE SESSION. --At 3:45 p.m, Chairman Evans
announced that the Board would recess to convene in Executive
Sessi on pursuant to Texas Governnment Code, Chapter 551, Sec-
tion 551.074 to consider those matters |listed on the Execu-
tive Session agenda.

*Vi ce- Chai rman Loeffl er was excused because of a previous
conmmi t ment .



RECONVENE. - - At 5:10 p.m, the Board reconvened in open session
to consider action on the itens that were di scussed i n Execu-
ti ve Sessi on.

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 wth Texas Gover nnent

Code, Chapter 551, Section 551.074. 1In response to Chairman
Evans’ inquiry regarding the wi shes of the Board, the follow
ing actions were taken:

1. U T. System Approval of Personnel Aspects of the Oper-
ating Budgets for the Fiscal Year Ending August 31, 1998,

I ncluding Auxiliary Enterprises, Gants and Contracts,
Desi gnat ed Funds, Restricted Current Funds, and Medi cal
and Dental Services, Research and Devel opnent Pl ans and
Aut hori zation for the Chancell or to Make Editorial Cor-
rections Therein.--Upon notion of Regent Riter, seconded
by Regent Hi cks, the Board:

a. Approved the personnel aspects of the Qperat-
i ng Budgets for The University of Texas System
for the Fiscal Year ending August 31, 1998,
I ncluding Auxiliary Enterprises, Gants and
Contracts, Designated Funds, Restricted Cur-
rent Funds, and Medical and Dental Services,
Research and Devel opnent Pl ans

b. Aut hori zed the Chancellor to nmake editorial
corrections in these budgets and for subse-
guent adjustnents to be ratified by the
U T. Board of Regents through the institu-
tional Dockets as appropriate to Docket
requi renents.

See Page 59 for approval of non-personnel aspects of
the Fiscal Year 1998 Operati ng Budgets.




2.

U T. Medical Branch - Gal veston: Appoi ntnent of John
David Stobo, MD., as President (Chief Adm nistrative
O ficer) and Approval to Discharge the Advisory Commt -
tee for the Sel ection of a President.--Regent Sml ey
noved that John David Stobo, MD., currently Vice Dean
for Research and Technol ogy, Chairman of Johns Hopkins
Heal t hCare LLC, and Professor of Medicine at The Johns
Hopki ns Uni versity School of Medicine, Baltinore,

Maryl and, be el ected President of The University of
Texas Medical Branch at Gal veston effective at a date
and conpensation to be negotiated with Executive Vice
Chancellor Mullins and reported to the Board via the
usual budgetary procedures. Dr. Stobo was one of the
candi dates recomended to the Board by the Advisory
Commttee for the Selection of a President for that
conponent .

Regent Smley further noved that the Board discharge the
Advi sory Commttee for the Selection of a Chief Adm n-
istrative Oficer for U T. Medical Branch - Gal veston
Wi th sincere appreciation for the diligence and careful

t hought it brought to this search process.

Regent Oxford seconded the notions which prevail ed by
unani nous vot e.

Dr. Stobo and his wife, Mary Ann, were introduced by
Chai rman Evans and wel conmed to The University of Texas
System fam |ly.

RECESS. --At 5:20 p.m, the Board recessed to reconvene in
open session at 9:00 a.m on Thursday, August 14, 1997, in
Gal axy Room 2. 602B of the Student Union Building at The
University of Texas at Dall as.



THURSDAY, AUGUST 14, 1997.--The menbers of the Board of
Regents of The University of Texas Systemreconvened in
regul ar session at 9:00 a.m on Thursday, August 14, 1997,
in Gal axy Room 2.602B of the Student Union Building at The
University of Texas at Dallas, Richardson, Texas, with the
follow ng in attendance:

ATTENDANCE. - -
Pr esent Absent
Chai rman Evans, presiding *Vi ce- Chai rman Loeffler

Vi ce- Chai rman C enents
Regent Hi cks

Regent Leber mann
Regent Oxford

Regent Riter

Regent Sanchez

Regent Sm | ey

Executive Secretary Dilly

Chancel | or Cunni ngham

Executive Vice Chancell or Duncan
Executive Vice Chancellor Millins
Executive Vice Chancell or Burck

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

VELCOVE BY DR. FRANKLYN G JEN FER, PRESI DENT OF THE UN VER-
SITY OF TEXAS AT DALLAS. --Chai rman Evans stated that the
Board was pleased to be neeting at The University of Texas
at Dallas and was especially delighted to have had the
opportunity to neet with nmany of this conponent’s friends
and supporters at | ast evening’ s (August 13) very nice
social event. He expressed the Board s appreciation to the
Dal l as conmunity for its ongoing and generous support of
this institution. M. Evans then called on Dr. Franklyn G
Jenifer, President of U T. Dallas, for any wel com ng
remar ks on behalf of the host institution.

*Vi ce- Chai rman Loeffl er was excused because of a previous
conmmi t ment .



On behal f of the faculty, staff, and students of the institu-
tion, President Jenifer wel conmed the nenbers of the Board
and other guests to U. T. Dall as.

U T. BOARD OF REGENTS: APPROVAL OF M NUTES OF REGULAR MEET-
| NG HELD ON MAY 7-8, 1997, AND SPECI AL MEETI NGS HELD ON

JULY 14, 1997 AND AUGUST 5, 1997.--Upon notion of Regent
Sm | ey, seconded by Regent Lebermann, the M nutes of the
regul ar neeting of the Board of Regents of The University of
Texas System held on May 7-8, 1997, in San Antonio, Texas,
were approved as distributed by the Executive Secretary. The
official copy of these Mnutes is recorded in the Pernmanent

M nutes, Volunme XLIV, Pages 1091 - 1690.

Upon notion of Regent Hicks, seconded by Regent Sm |l ey, the
M nutes of the special neetings of the Board of Regents of
The University of Texas System held on July 14, 1997 and
August 5, 1997, in Austin, Texas, were approved as distrib-
uted by the Executive Secretary. The official copies of
these Mnutes are recorded in the Permanent M nutes, Vol -
ume XLIV, Pages 1691 - 1710.

SPECI AL | TEMS

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

Part One: Anendnent to Chapter |1, Section 13, Sub-
section 13.1, Subdivision 13.13 (Chief Adm nistrative
O ficers of Conponent Institutions).--Upon recomenda-
tion of Regent Lebermann, Chairman of the Advisory
Comm ttee for the Selection of a President for The
University of Texas at Austin, approval was given to
anend the Regents’ Rules and Regul ations, Part One,
Chapter 11, Section 13, Subsection 13.1, Subdivi-
sion 13.13, relating to the subm ssion of candi dates
to serve as chief adm nistrative officers of The Uni-
versity of Texas System conponent institutions, to
read as set forth on Page 6 .




Sec. 13. Chief Admnistrative Oficers of Conponent

| nstitutions.

13.1 The Board selects the chief adm nistrative
of ficer of each conponent institution.

13. 13

Finally, the Advisory Conmttee shal
submit, through its Chairnman, a
recommended |ist of not |ess than
five or nore than ten candidates with
no preference indicated. If fewer
nanes are provided, the Conmttee
shal | provide reasons and the

subm ssion of |ess than five
candidates is to be with the
concurrence of the Regental
representatives on the Commttee.
Candi dates subm tted shall have
received a mpgjority vote of the
Comm ttee. The reconmended i st
shoul d be devel oped and subm tted
wi t hout regard to the Advisory
Comm ttee’'s assessnent of the
potential availability of any
candidate. |If none of the nanes
submitted in the report of the

Advi sory Conmttee is satisfactory
to the Board, then the Board in

its discretion may either nane a
new comm ttee or proceed to sel ect
a chief admnistrative officer

under such other procedures as in
its discretion it nmay deem proper
and appropri ate.

This anendnent to the Regents’ Rules and Regul ations clarifies
t he circunstances under which the Advisory Commttee has the
flexibility to submt fewer than five nanes for a conponent
presidency. This change is in keeping with a recomrendati on
resulting fromdi scussion by the Advisory Conmittee for the
Sel ection of a President for U T. Austin at its May 20, 1997

nmeet i ng.




2.

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

Part Two: Approval of Anendnents to Chapter |, Sec-
tion 1 (Gfts to The University of Texas System, Sub-
section 1.3 and Chapter |1, Section 1 (Types of Funds),

Subsection 1.4.--The Board anmended the Regents’ Rul es
and Regul ations, Part Two, Chapter |, Section 1, Sub-
section 1.3, relating to the authority of the Chancel -

| or to accept certain gifts on behalf of The University
of Texas System and Chapter Il, Section 1, Subsec-
tion 1.4, clarifying the authority of the O fice of
Devel opnent and External Relations to adm nister cer-
tain gifts with a reserved incone interest, as set
forth bel ow

a. Chapter | (General), Section 1, Subsection 1.3
was anended to read as foll ows:

Sec. 1. Gfts to The University of Texas System

1.3 The Board del egates to the
Chancel | or, the chief adm nistrative
officer, or a designee specified in
witing, authority to accept gifts
that are not processed or
adm nistered by the Ofice of
Devel opment and External Rel ations
and that conformto all relevant |aws
and Board policies, including but not
limted to the System G fts Policy
Qui del i nes and approved institutional
policies, provided that such gifts
have a val ue of $500,000 or less (in
cash or in kind). Such gifts that
have a val ue of nore than $500, 000
(in cash or in kind) nust be
submtted to the Board for approval
via the docket.



b. Chapter Il (Accounting, Auditing, Reporting, and
Budgetary Control), Section 1, Subsection 1.4 was
anended to read as foll ows:

Sec. 1. Types of Funds.

1.4 Charitable Renmai nder Trusts and
Pool ed | ncome Funds.--G ft funds
given to the Board of Regents of
The University of Texas System
as Trustee, such as Charitable
Renai nder Trusts and Pool ed
| ncome Funds in which the donor
has reserved an i ncone interest
either for the life of one or
nore individuals or for a term
of years shall be adm nistered
by the Ofice of Devel opnent and
Ext ernal Rel ati ons.

The U T. Board of Regents’ authority to accept certain
gifts made to the U. T. System not a conponent insti-
tution, in an anmount of $500,000 or |less and that are not
a planned gift or bequest and do not set up an endownent
has not been previously delegated by the U T. Board of
Regents. The purpose of the change to the Regents’ Rul es

and Regul ati ons, Part Two, Chapter |, Section 1, Subsec-
tion 1.3 is to delegate this authority to the Chancellor.

The amendnent to the Regents’ Rules and Regul ations, Part
Two, Chapter |1, Section 1, Subsection 1.4 clarifies the
authority of the O fice of Devel opnent and External Rel a-
tions to admnister gifts with a reserved incone inter-
est, such as Charitabl e Renai nder Trusts and Pool ed

| ncome Funds.

U T. System Approval of Amendnents to the CGuidelines
for Periodic Performance Eval uation of Tenured Faculty. --
Chai rman Evans reported that The University of Texas
System Qui del i nes for Periodic Evaluation of Tenured
Faculty were approved by the U T. Board of Regents at

t he Novenber 1996 neeting and call ed on Chancell or

Cunni nghamto revi ew the proposed changes to the CGui de-
Iines which were before the Board.




Chancel | or Cunni ngham noted that the proposed revisions
to the Guidelines are in conpliance with Senate Bill 149,
passed by the 75th Texas Legi sl ature, Regul ar Sessi on,
whi ch added Section 51.942 to the Texas Educati on Code
concerning periodic performance eval uation of tenured
faculty. The proposed revisions include the term nol ogy
“periodi c performance evaluation,” the use of adm nis-
trative service within the neasures of eval uation

change the required tine for evaluation from “at

| east every five years” to “at |east every six years,”
and change the effective date of the review policy from
Sept enber 1997 to January 1998, all as included in the
new | aw. Section 51.942 also provides in part that

a governing board may not wai ve periodic evaluation for
any tenured faculty nmenber. The proposed revisions nmake
clear that, while deferrals of the process nay be appro-
priate under limted circunstances, no waivers wll be
made.

Dr. Cunni ngham further noted that the proposed revisions
to the Guidelines also respond to a requirenment that a
faculty nmenber subject to term nation on the basis of

t he periodic evaluation process be given an opportunity
for referral of the matter to alternative dispute reso-
lution. See Page 65 related to an anendnent to the
Regents’ Rul es and Regul ations to include this require-
ment in text related to termnation of tenured faculty
for cause.

Section 51.942 requires that advice and conments from
faculty be sought and given the utnost consideration by
t he governing board prior to the adoption of rules and
procedures for periodic performance evaluation. Sub-
stantial faculty input was garnered and comments from
menbers of the U T. System Faculty Advi sory Counci
were considered prior to adoption of the Guidelines

i n Novenber 1996 and comrents on the proposed revisions
to the Cuidelines have been received fromthe U T.
System Facul ty Advisory Council. Additional advice and
comments fromfaculty will be obtained prior to consid-
eration of institutional policies by the U T. Board of
Regents in Novenber 1997.

Chancel | or Cunni ngham reported that eval uation of tenured
faculty was al so the subject of a rider to the CGeneral
Appropriations Act. Item42 of Article Il of the Act
(entitled “Post Tenure Review') requires that a governing



board enact post tenure review policies for tenured fac-
ulty prior to the expenditure of any funds appropriated
by the Act.

Fol l owi ng Dr. Cunni ngham s revi ew of the proposed revi -
sions, Chairman Evans introduced Dr. M chael Siciliano,
Chai rman of the U T. System Faculty Advi sory Counci

and hol der of the Miuller Professorship in Ml ecular
Genetics at The University of Texas M D. Anderson Cancer
Center, who had requested perm ssion to speak to the
proposed anmendnents to the Guidelines for the review of
tenured faculty.

Dr. Siciliano noted that of all the great sacred cows
that exist in academ a there is none so sacred as tenure,
and the reason for tenure being so protected is that it
is the key to academ c freedom He pointed out that any
ki nd of post tenure review, if it detracts from academ c
freedom would be unacceptable to faculty within the

U T. System Dr. Siciliano stated that the faculty
woul d prefer that the adm nistration | ook at annual
reviews of faculty nenbers. As the conponent institu-
tions produce their individual policies for post tenure
review, Dr. Siciliano suggested that the institutions
enphasi ze a good annual review system He noted that

if good annual reviews are in place then hopefully the
system woul d have a seanl ess process to determ ne when

a faculty nmenber should be term nated.

In closing, Dr. Siciliano stated that he was prepared
to say that academic freedomis alive and well within
the U T. Systemas a result of the proposed revisions
to the Guidelines and noted the faculty’ s support of

t he revisions.

On behal f of the Board, Chairman Evans expressed appreci-
ation to Dr. Siciliano for his comments and invol venent
in the U T. System and hi gher education. M. Evans
noted that he supported annual perfornmance reviews for
all enployees within the U T. Systemto ensure each

enpl oyee under stands hi s/ her performance relative to

est abl i shed benchmarks.

Wt hout objection, the Board anended the U T. System

Gui delines for Periodic Performance Eval uati on of Ten-
ured Faculty to read as set forth on Pages 11 - 15.
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The University of Texas System

Qui delines for Periodic Performance Eval uati on
of Tenured Faculty

Pr eanbl e

The U. T. Board of Regents recognizes the tinme-honored
practice of tenure for university faculty as an inportant
protection of free inquiry, open intellectual and
scientific debate, and unfettered criticismof the
accepted body of know edge. Academi c institutions have a
special need for practices that protect freedom of
expression, since the core of the academ c enterprise

i nvol ves a continual reexam nation of ideas. Academc

di sciplines thrive and grow through critical analysis of
conventions and theories. Throughout history, the
process of exploring and expanding the frontiers of

| ear ni ng has necessarily chall enged the established
order. That is why tenure is so valuable, not nerely for
the protection of individual faculty nenbers but also as
an assurance to society that the pursuit of truth and
knowl edge conmands 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

i nportant guarantees of tenure and academi c freedom The
pur pose of periodic evaluation is to provi de guidance for
continuing and neani ngful faculty devel opnent; to assi st
faculty to enhance professional skills and goals; to
refocus academ c and professional efforts, when
appropriate; and to assure that faculty menbers are
meeting their responsibilities to the University and the
State of Texas. The U. T. Board of Regents is pledged to
regular nonitoring of this systemto nake sure that it is
serving its intended purposes and does not in any way
threaten tenure as a concept and practice. 1In

i npl enenting the plan, conponent institutions shal

mai ntai n an appropri ate bal ance of enphasis on teaching,
research, service, and other duties of faculty.

11



Cui del i nes

Each conponent institution of The University of Texas
Systemw || develop an institutional policy and pl an
consistent with the follow ng guidelines for the periodic
performance 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
consultation wth and gui dance from faculty governance
organi zations, and are to be included in each
institutional Handbook of Operating Procedures after
review and appropriate adm ni strative approval and

submi ssion to the U T. Board of Regents for review and
final approval. Periodic evaluations, while distinct
fromthe annual eval uation process now required of al

enpl oyees, may be integrated with the annual eval uation
process to forma single conprehensive faculty

devel opnment and eval uati on process. Nothing in these

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

Institutional Handbook of Operating Procedures policies
shoul d be drafted to establish a streanlined, efficient
process and shoul d include the follow ng mni mum el enents
for periodic evaluation:

1. Eval uation of tenured faculty will continue to
be perforned annually with a conprehensive
periodic evaluation of all tenured faculty
performed every six years. The evaluation may
not be waived for any tenured faculty nenber
but may be deferred in rare circunstances when
the review period will coincide with approved
| eave, conprehensive review for tenure, prono-
tion, or appointnment to an endowed position.
No deferral of review of an active faculty
menber may extend beyond one year fromthe
schedul ed review. Institutional policy may
specify that periods when a faculty nenber is
on | eave need not be counted in cal culating
when the conprehensive evaluation is required.

12



The requi renment of periodic review does not
inply that individuals with unsatisfactory
annual eval uations may not be subject to
further review and/ or appropriate adm ni s-
trative action

The eval uation shall include review of the
faculty nenber's professional responsibilities
in teaching, research, service, patient care,
and adm ni stration.

Reasonabl e i ndi vidual notice of at |east six
nonths of intent to revieww |l be provided to
a faculty nmenber

The faculty nmenber being evaluated shall submt
a résunme, including a summary st atenment of

pr of essi onal acconplishnments, and shall submt
or arrange for the subm ssion of annual reports
and teaching evaluations. The faculty nenber
may provide copies of a statenent of

pr of essi onal goals, a proposed professional
devel opnment plan, and any ot her additional
materials the faculty nenber deens appropriate.

In accordance with institutional policy,
initial evaluation of the faculty nmenber's
performance may be carried out by the
departnment, departnent chair (or equivalent),
dean, or peer review panel, but in any event
nmust be reported to the chair (or equival ent)
and dean for review. Evaluation 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 nenber.

If peer reviewis not required by institutional
policy, the peer review process may be initiated
by the faculty nmenber, departnent chair (or equiv-

alent) or dean. |If peer conmttees are involved,
the nmenbers shall be representative of the coll ege/
school and wi Il be appointed, on the basis of their

objectivity and academ c strength, by the dean in
consultation with the tenured faculty in the
col | ege/ school or pursuant to other process as

13



defined in institutional policies. |If peer
reviewis involved, the faculty nmenber wll be
provided with an opportunity to neet with the
commttee or commttees.

7. Results of the evaluation will be comruni cated
in witing to the faculty menber, the
departnent chair/dean, the chief academ c
of ficer, and the president for review and
appropriate action.

Possi bl e uses of the information contained in the report
shoul d i nclude the foll ow ng:

. For individuals found to be performng well,
the evaluation may be used to determ ne salary
reconmendat i ons, nom nation for awards, or
other forms of performance recognition.

. For individual s whose performance indicates
t hey woul d benefit from additional
institutional support, the evaluation may be
used to provide such support (e.g., teaching
ef fecti veness assi stance, counseling, or
mentoring in research issues/service
expect ati ons).

. For individuals found to be performng
unsatisfactorily, reviewto determne if good
cause exists for term nation under the current
Regents' Rul es and Regul ati ons nay be
considered. All proceedings for term nation of
tenured faculty on the basis of periodic
performance eval uation shall be only for
i nconpet ency, negl ect of duty or other good
cause shown and nmust be conducted in accordance
wi th the due process procedures of the Regents
Rul es and Regul ations, Part One, Chapter 111,
Section 6 including an opportunity for referral
of the matter to alternative dispute
resolution. Such proceedi ngs nmust al so include
a list of specific charges by the chief
adm nistrative officer and an opportunity for a
hearing before a faculty tribunal. 1In 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 shall be
pr ot ect ed.
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4.

The acceptance and success of periodic evaluation
for tenured faculty will be dependent upon a well -
executed, critical process and an institutional
commtnment to assist and support faculty devel op-
ment. Thus, renediation and foll ow up 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 followup activities, are
essenti al .

U T. System Adoption of a Trademark Policy.--1n 1981,
the U T. Board of Regents approved a trademark protec-
tion and licensing programfor The University of Texas
System In 1983, the Ofice of CGeneral Counsel devel -
oped rules and regul ations to adm ni ster the program
(the Trademark Policy). Since the program has grown
in inmportance and revenue generation and now requires
sonme nodi fication to and formal approval by the U T.
Board of Regents of the Trademark Policy, the Board
adopted the U T. System Trademark Policy as set out

on Pages 16 - 20.

The Trademark Policy explains the features of the
trademark |icense, the need for and character of use
restrictions, and creates a structure that will allow
the U T. Systemto allocate responsibility for trade-
mar k agreenent review and revision to conponent insti-
tutions with appropriate guidance fromthe Ofice of
General Counsel, nmuch as patent and technol ogy |icense
agreenents are currently handl ed.
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TRADEMARK PCLI CY

In 1981, the Board of Regents of The University of Texas
System approved a programto protect and |license trademarks of
its conmponent institutions. That programincluded the

foll ow ng el enents:

a. Aut hori zation to file applications for state and federal
registration of University trademarks, such as the nanes,
seal s, | ogos and mascots of all conponent institutions,
in the nanme of the Board of Regents.

b. Approval of a standard trademark |icense agreenent
permtting commercial use of University trademarks on
products with a royalty on the sale of such products.

cC. Del egation of authority to execute trademark |icense
agreenents on behalf of the Board of Regents.

d. Aut hori zation for conponent institutions to use royalties
t hat exceed the expenses of registration and adm ni stra-
tion of licensing to establish appropriate schol arship
progr ans.

The Regents' Rules and Regul ations place responsibility for
adm nistering the trademark |icensing programin the Ofice of
General Counsel.

TRADEMARK LI CENSI NG GUI DELI NES

The standard tradermark |icense agreenment contains the
fol |l om ng provisions:

Li cense Grant--A nonexclusive right to use the licensed
marks in the United States on and in connection with

| i censed products of quality acceptable to the Board of
Regent s.

Term of Agreenent--Three (3) years unless |licensee wants
a shorter term

Payments by Licensee--A |icense issue fee at the tinme the
agreenent is executed; a continuing royalty on al
| i censed products sold; and a mni num annual royalty.

Exenptions from Royalty Paynents--There shall be no

exenptions fromroyalty paynents on |icensed products,
i ncl udi ng those products sold to a University-owned
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entity by the |icensee and products purchased solely for
t he purpose of resale, except as provided in these
Gui del i nes.

Quarterly Reports--Licensees nust submt quarterly
reports stating the total sales of all |icensed products
for that period and remt at that tinme the anmount of
royalties due fromthose sales.

Del i nquent Paynents--Assessed a | ate charge at the
maxi numrate of interest permtted by |aw

Right to Audit Licensees--To exam ne the |licensee's books
of account and records related to the |icensed products
to determ ne the accuracy of the statenents submtted by
| icensees. |f an exam nation reveal s underpaynent by
nore than five percent (5% of the total due, the

| i censee shall bear the costs of the audit.

Default and Term nation--1f a default is not cured within
thirty (30) days of notice, a notice of term nation shal
be served on |icensee.

Sublicensing or Transferring R ghts--No right to
subl i cense and any change or proposed change in the
ownership or control of |icensee's business nust be
provided to the Board of Regents.

Quality Control of Licensed Products--All |icensed
products shall be products of quality as determ ned by
the Board of Regents or its representative. Licensees
are required to furnish to the Board of Regents or its
representative, for approval and free of cost, a sanple
of each |icensed product before sale or distribution.

Packagi ng and Advertising of Licensed Products--All
packagi ng and advertising bearing any |licensed mark shall
be subject to prior approval by the Board of Regents or
its representative.

| ndemmi fication by Licensee--Licensees are wholly
responsible for all products manufactured or sold by them
and nust indemify and hold harm ess The University of
Texas System its Regents, officers, enployees and agents
for any liability, |oss, damage, cost or expense
attributable to any of |icensee's products bearing the
trademar ks of any conponent institution of the System
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TRADEMARK USE RESTRI CTI ONS

To fully protect The University of Texas Systemtrademarks so
that they remain val uable assets for years to cone, System
regi sters the marks and nanages themthrough licensing. These
two steps would not be sufficient, however, if Systemlicensed
the marks for any and every proposed use. For exanple, sone
uses would harmthe very reputation that the marks represent.
In other cases, the nature of goods and services may pose such
significant legal risks that they should not be |licensed, and
sonme uses nmay potentially harmthe marks unl ess they are
carefully controlled. To protect its marks, System has

devel oped the followi ng use restrictions:

The follow ng uses will not be |licensed:

St ati onery--Busi ness-si ze, |etterhead paper using the
nanme or seal of a conponent institution of The University
of Texas System

Al coholic Beverages--Distilled al cohol |iquors, w nes and
malt |iquors.

| nherent|ly Dangerous Products--Such as firearns,
expl osi ves, fuels and paints.

Qbscene or Disparagi ng Products--1ncluding, but not
limted to, nude photographs, caricature poster art or
designs that would tend to | ower the reputation or
degrade the goodwi Il of the University as represented by
t he trademarks.

Sexual | y Suggestive Products--Including, but not Iimted
to, inappropriate slogans inprinted on clothing and the
configuration of certain novelty itens.

Heal th Rel ated Products--All types.

St apl e Foods, Meats and Natural Agricultural Products--
Al types.

Busi ness Nanes and/ or Logos--All types.

System marks |icensed for the following uses are |imted as
descri bed:

Services--Only in accordance with the speci al

requi renents of the Ofice of CGeneral Counsel applicable
to services.
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Academ ¢ Rel ated Products--Only for the foll owi ng types
of publicati ons:

1. Sports publications approved by the institutional
chief admnistrative officer or designee, providing the
| i censee agrees to include the follow ng disclainmer in
t he publication:

“Not an O ficial Publication of The University of
Texas (conponent)”.

2. Literary works that generally provide historica

i nformati on about and pronote the goodwi |l of the U T.
System or conponent institution. System marks may be

| i censed for such use by perm ssion letter after review
by the appropriate institutional officers.

Advertising--System marks nay be used in the foll ow ng

ki nds of advertising, so long as the uses also conformto
the special requirenents of the Ofice of General Counsel
contained in guidelines, checklists and interactive

el ectronic forns applicable in each case. These are
designed to hel p conponent institutions conformtheir
agreenents to standard expectations regarding both the
form and substance of the agreenents and the approval of
ad copy and | ayout desi gn.

1. Li censed product advertisenments, pursuant to the
terms of a trademark |icense agreenent.

2. I nformational, congratulatory or “teamspirit”
advertisements, pursuant to a permission |letter for one-
time only use.

3. Cor porate advertisenents that focus on the academc
and athletic achievenents of students and alumi of a
conponent institution, pursuant to a perm ssion letter
for one-tinme only use with prior approval fromthe chief
adm ni strator or designee.

4. Corporate advertisenents that utilize appropriate
System trademarks in official prograns sold or
distributed at Intercollegiate Athletic events, pursuant
to the terns of an Advertising Agreenent.

5. Pronotional activities utilizing appropriate
System trademar ks, pursuant to the terns of a
Pronotional License Agreenent. Pronotional activities
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are activities such as advertising or offering
pronotional products to further the growth
devel opnment, acceptance and/or sal e of goods or
servi ces.

U T. System Approval to Restructure the |Investnent and

Educati onal Purpose Fees for the Long Term Fund (LTF) and

Q her Endowrent and Trust Funds Effective Septenber 1,
1997.--1n order to restructure The University of Texas
System i nvest nent and educati onal purpose fees for the
Long Term Fund (LTF) and ot her endowrent and trust funds
effective Septenber 1, 1997, the Board:

a. Reduced the current assessnment of the LTF fee
for investnent managenent fromits currently
assessed rate of six-hundredths of one
percent (0.06% of the market val ue of such
funds to zero percent (0.00% of the market
val ue of the LTF

b. Aut hori zed the paynent of LTF investnent
managenent fees from accunul ated fund
bal ances in account # Endownent
| nvest nent Fee - Managenent Expense, unti l
such time as such fund bal ances are depl eted

C. Aut hori zed the paynent of LTF investnent
managenent fees from accunul ated fund
bal ances in the Quasi-Endowrent for
| nvest nent Excel | ence account #
until such time as such fund bal ances are
depl et ed

d. Reduced the current assessnent of the Adm n-
istrative Charge to Trust Funds fromits
currently assessed rate of $300, 000 per year
to $0 per year

e. Reduced the current assessnent of the LTF fee
for educational purposes fromits currently
assessed rate of four-hundredths of one
percent (0.04% to two-hundredths of one
percent (0.02% of the market val ue of the
LTF.

On Decenber 8, 1988, the U T. Board of Regents autho-
rized the assessnent of an investnent fee for all endow
ments and trusts managed by the U T. System O fice of
Asset Managenent at an annual rate equal to one-tenth of
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one percent of the fund s market val ue which was to be
used to fund the Quasi-Endowrent for |nvestnment Excel -
lence (QE. I.E ) and authorized use of income fromthe
QE.I.E. to provide performance conpensation for invest-
ment professionals enployed by the Ofice of Asset
Managenent .

On August 10, 1995, the U T. Board of Regents, effective
for Fiscal Year 1995-96, (a) nmintained the assessnent of
the investnent fee at one-tenth of one percent (0.10% of
the market value of the LTF, (b) discontinued the use of
the fee to fund the QE. I.E., (c) authorized the use of
the fee to fund educational purposes at U T. System

Adm nistration in an anmount equal to four-hundredths of
one percent (0.04% of the market value of the LTF, and
(d) authorized the use of the fee to fund expenses
related to the managenent of endownents and trusts by the
O fice of Asset Managenent in an amount equal to six-
hundr edt hs of one percent (0.06% of the market val ue of
the LTF.

The restructuring of the fees will provide eventually for
the paynent of all LTF investnent nmanagenent expenses
directly fromthe LTF and consolidate all current assess-
ments by the U T. System for educational purposes into a
single fee.

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

for March 1, 1997 Through May 31, 1997.--Vice Chancel |l or
for Devel opnment and External Relations Perry reviewed the
Summary of G ft Acceptance and Rel ated Administrative
Actions Conformng to Board Policy for The University of
Texas Systemfor the period March 1, 1997 through May 31,
1997, as set forth on Pages 22 - 26.

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

i ncl udi ng the acceptance of $15,066,659 in gifts. Oher
mat chi ng contributions from previously accepted Board-
hel d mat ching funds total ed $2, 030,000 and previously
reported gifts total ed $38, 919.

Ms. Perry noted that this report includes only those
funds which relate to endowrents, estates, and other such
funds which are managed by the U T. System O fice of
Devel opnment and External Rel ations.
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ACCEPTANCE OF GIFTS HELD BY BOARD

ASSET TYPES

#ALL COMPONENT REAL MATCHING
ITEMS INSTITUTION CASH SECURITIES ESTATE PLEDGES OTHER TRANSFERS FUNDS TOTAL VALUE
6  U. T.Arlington S 377,191 § S H) - $ - $ 13,080 § $ 390,271
33 U.T.Austin s 5,124,010 § 110,591 12,450 § 30,000 s 3162 § 13,538 § 45,000 $ 5,274,832 *
! U. T. Brownsville S 25,000 s S S $ - 3 s - $ 25,000
5 U.T. El Paso $ 107,129 § 110319 § S - $ - s 863 $ $ 218,311
6 U. T. Permian Basin $ 34223 § 591,000 § s 15000 § § 777 s $ 641,000
! U, T. Tyler $ 30,000 § $ - S - $ - $ $ - $ 30,000
15 U.T.SWMC-Dalas $ 887,250 § H] - 3 25,000 § S 200000 s 2,005,000 § 1,112,250 *
11 U.T. MB.-Galveston S 869.385 § s - b 43.000 § $ 2.019.100 § § 293 1485
13 U'THSC-Houston S 1,095.000 § H] S 1355000 $ $ 926.622 § § 3376.622
4 UTHSC-San Antonio $ 76,058 $ 5942 § S 130,000 $ $ 30,000 s ) 242,000
3 UTMDACC $ 1,000 § 682,878 § s 100 § b) $ - s 683,978
3 UTHC-Tyler ] 35000 § 100,910 § S - $ - $ 5000 s $ 140,910
101 TOTAL $ 8,661246 § 1,601,640 $ 12450 $ 1,598,100 § 3162 § 3208980 § 2,050,000 § 15,066,659 *

e Not included in total:

U. T. Austin - $38,919 of previously reported giﬁs and $25,000 of Board-held matching funds;

U. T. SWMC-Dallas = $2,005,000 of Board-held matching funds.

NOTE: Compiled by Office of Development and External Relations
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CLASSIFICATION OF GIFTS AND OTHER ACTIONS

CHARITABLE POOLED HELD IN

COMPONENT REMAINDER INCOME REMAINDER TRUST CURRENT

INSTITUITION ENDOWMENTS TRUSTS FUND INTERESTS BY OTHERS PURPOSE OTHER
U.T. Ardingion 6 - - -— 1
U. T. Austin 29 1 - 3 —_— 1
U. T. Brownsville 1 - —_ — —
U. T. El Paso 3 — — 1 —
U. T. Permian Basin 4 — — 2 —

U. T. Tyler

U. T. SWMC-Dallas

U. T. M.B.-Galveston

UTHSC-Houston

UTHSC-San Antonio

UTMDACC

UTHC-Tr¥er

I!!illl!'—llll

TOTAL

89
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COMPONENT

INSTITUTION

U. T. Arlington

PURPOSES OF GIFTS HELD BY BOARD AND OTHERS

ENDOWMENT

DIST.
CHAIR

CHAIR

DIST.
PROF' SHIP

PROF SHIP

FACULTY
FELLOWSHIP

GRADUATE
FELLOWSHIP

SCHOL AR SOHHER

CURRENT
PURPOSE

OTHER
PURPOSE

U.T. Austin

18

U. T. Brownsville

U. T. El Paso

U. T. Pamian Basin

U. T Tyler

U. T. SWMC-Dallas

U. T. h&B.-Gaveston

-~

UTHSC-Houston

(3]

UTHSC-San  Antonio

UTMDACC

UTHC-Tyler

TOTAL

13

Total purposes may not equal the total number of items because Some items pertain to multiple purposes.

34
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COMPONENT
INSTITUTION

U.T. Arlington

ESTABLISH
ENDOWMENT

OTHER ADMINISTRATIVE ACTIONS

REDESIGNATE
ENDOWMENT _ LEVEL

OTHER
REDESIGNATION

DISSOLVE

APPROVE/ALLOCATE
MATCHING

ACCEPT
TRUSTEESHIP

OTHER

U.T. Austin

U. T. Brownsville

U. T. El Paso

U. T. Permian Basin

U. T Tyler

U. T. SWMC-Dallas

U. T. M.B.-Galveston

UTHSC-Houston

UTHSC-San  Antonio

UTMDACC

UTHC-Tyler

TOTAL

80

10
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COMPARATIVE SUMMARY OF GIFTS ACCEPTED VIA THE OFFICIAL ADMINISTRATIVE PROCESS

COMPONENT FY 1996 FISCAL YEAR 1997
INSTITUTION FULL YEAR 9/1/96 - 11/30/96 12/1196 - 2/28/97 3/1/97 - 5/31/97 FULL YEAR

U. T. System s 40.000 s —_ s — < —

U. T. Arlington by 157.630 h — s — < 390.271
U. T. Austin $ 11,922,027 s 3,220,599 $ 1,197,147 $ 5,274,832
U. T. Brownsville ) — $ - $ - $ 25,000
U.T. Dallas ) 770,000 ) — s 67,313 $ —

U. T. El Paso $ 627,444 $ 2,115,682 $ 343,080 s 218,311
U. T. Pan American $ — s 150,000 $ 469,025 $ -
U. T. Permian Basin s 362,077 s — s — ) 641,000
U. T. San Antonio s 645,959 $ 25,000 ) 55,500 $ -
U.T. Tyler s 886,046 s 25,000 s — ) 30,000
U. T. SWMC-Dallas s 13,409,431 $ 4,107,068 s 5,772,153 $ 1,112,250
U. T. M.B.Galveston $ 7,392,043 $ 1,933,594 s 3,258,170 $ 2,931,485
UTHSC-Houston s 2,872,541 $ 465,914 $ 620,000 s 3,376,622
UTHSC-San Antonio $ 1,525,008 $ 631,753 s 1,465,454 s 242,000
UTMDACC s 3,267,099 ) 741,404  J— s 683,978
U. T. HC-Tyler $ 1,064,117 $ - s - s 140,910
UTEP and UTMB s 1,028,125 ) — $ — s -
U. T. Austin/lUTMDACC $ - $ s 28,048 $ —

TOTAL $ 45,969,947 $ 13,416,014 $ 13,275,890 $ 15,066,659



7.

U T. Board of Regents - Regents’ Rules and Regul ati ons,
Part One: Authorization to Anend Chapter Il (Adm nistra-
tion), Section 3 (Chancellor); Delete Section 4 (Execu-
tive Vice Chancellor for Academ c Affairs); Renunber
Sections 5 and 6 (Executive Vice Chancellor for Health
Affairs and Executive Vice Chancellor for Business
Affairs); and Add New Section 6 (Vice Chancell or for
Academi c Affairs) Effective Septenber 1, 1997, and

Aut hori zation for the Executive Secretary to the Board,
in Consultation with the Vice Chancell or and Ceneral
Counsel, to Make Such Editorial Changes in the Renai nder
of the Regents’ Rules and Regul ati ons as are Appro-
priate.--After careful review by the Chancellor, in
consultation wwth M. Donald L. Evans, Chairman of the

U T. Board of Regents, and M. Lowell H Lebermann, Jr.,
Chai rman of the Academi c Affairs Commttee, a decision
was nade to restructure the reporting responsibilities
related to the academ c affairs prograns in The Univer-
sity of Texas Systemto be effective Septenber 1, 1997.

In order to reflect the organizational change in the man-
agenent of the U T. System Ofice of Academ c Affairs,

t he Board anended the Regents’ Rules and Regul ati ons,
Part One, Chapter Il (Admnistration) as set forth bel ow
and aut hori zed the Executive Secretary to the Board of
Regents, in consultation with the Vice Chancel |l or and
General Counsel, to nake any editorial changes in the
remai nder of the Regents’ Rules and Regul ati ons as are
appropriate to be consistent with the organi zati onal

and adm ni strative changes set forth in these anend-
ments.

a. Section 3 (Chancellor) was anmended to read as
set forth bel ow

Sec. 3. Chancel | or.

The Chancellor is the chief executive

of ficer of The University of Texas System
The Chancellor reports to and is
responsi ble to the Board of Regents of The
University of Texas System The
Chancel | or has direct line responsibility
for all aspects of the U T. Systenis
operations and has direct operational
responsibility for the managenent and
conduct of the academ c affairs of the
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Sec.

System The chief adm nistrative officers
of the general academ c institutions shal
report to and are responsible to the
Chancel | or.

Present Section 4 (Executive Vice Chancellor for
Academic Affairs) was deleted in its entirety.

Present Section 5 (Executive Vice Chancellor for
Health Affairs) and Section 6 (Executive Vice
Chancel | or for Business Affairs) were renum
bered as Sections 4 and 5, respectively.

A new Section 6 (Vice Chancellor for Academ c
Affairs) was added to read as foll ows:

Vi ce Chancellor for Academ c Affairs.

The Vi ce Chancell or for Academc Affairs reports to
and is responsible to the Chancellor. The Vice
Chancel | or for Academ c Affairs is responsible for
the prograns of the Systemrelated to academ c
affairs. The Vice Chancellor for Academ c Affairs
has direct access to the Board of Regents and is
expected to work directly with the appropriate
commttees of the Board in discharging the duties of
the office.

6.1 Appointnment and Tenure.
The Vice Chancell or for Academ c Affairs shal
be appointed by the Board after nom nation by
the Chancellor. The Vice Chancellor for
Academ c Affairs shall hold office wthout
fixed term subject to the pleasure of the
Chancel l or. The Chancellor’s actions
concerning the Vice Chancellor for Acadenc
Affairs are subject to review and approval by
t he Boar d.

6.2 Duties and Responsibilities.

The primary responsibilities of the Vice

Chancel | or for Academ c Affairs include:

6.21 The provision of staff assistance to the
Chancel | or and the Executive Vice
Chancellors in the execution of their
responsibilities.
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6. 26

6. 27

Submitting recomendations to the
Chancel | or regarding the nmai ntenance of

hi gh academic quality in the genera
academ c conponents of the System

Revi ewi ng and maki ng recomendati ons on

t he budgets, academ c pl anning and
prograns, facilities planning and
construction, and personnel (both
acadeni ¢ and nonacadem c) of the academ c
conponent s.

In consultation with the Chancell or
ensuring that appropriate interna
controls are inplenented and nonitored in
t he general academ c conponents of the
System

Ensuring that the governance requirenents
for accreditation not specifically
covered el sewhere in these policies,
procedures, and Rul es and Regul ati ons are
et .

Reporting the accreditation status of the
academ c institutions to the Chancell or
and to the Board of Regents periodically.
Perform ng such other duties as may be
assi gned by the Chancell or.

It was noted that the chief adm nistrative officers of
the academ c conponents will report to and be responsible
to the Chancellor. The position of Executive Vice Chan-
cellor for Academ c Affairs will be elimnated, and the
Ofice of Academic Affairs will be managed by a Vice
Chancel | or for Academ c Affairs who will provide staff
assistance to the Chancellor regarding all aspects of
academ c affairs as outlined in the new Section 6, Chap-
ter 11, Part One of the Regents’ Rules and Regul ati ons.
As a result of this reorgani zation, Dr. Janes P. Duncan
has resigned his position as Executive Vice Chancell or
for Academ c Affairs effective August 31, 1997.

Chancel | or Cunni ngham noted that Dr. Duncan has provided
i nval uabl e | eadership for the U T. System since 1983.

H s gui dance,

counsel ing, and support of the academ c

presi dents and the diverse m ssions of the conponent

institutions wll

conti nue to be of enornous benefit to

the U T. System and hi gher education in Texas for many
years. After a year of admnistrative |eave to prepare,

Dr. Duncan w ||

return to teaching as a nmenber of the

faculty of the Coll ege of Education at The University of
Texas at Austin.
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Chai rman Evans pointed out that Dr. Duncan has provided

i nval uabl e | eadership to the academ c institutions and
his | eadershi p and dedi cated service will have a | asting,
positive effect on higher education.

Regent Lebermann stated that the decision to restructure
the U T. System Ofice of Academic Affairs canme about
after review ng the policies of other universities and
col | eges and was designed to reduce adm ni strative costs
and neke operations nore efficient.

MATTERS RELATED TO THE UNI VERSI TY OF TEXAS
I NVESTMENT MANAGEMENT COMPANY (UTI MCO)

U T. System Report on Investnents for the Fiscal Quarter
Ended May 31, 1997.--On behalf of The University of Texas

| nvest nent Managenent Conpany (UTI MCO, Regent Hicks, Chair-
man of the UTI MCO Board, summarized the Report on Invest-
ments for The University of Texas System for the fiscal
gquarter ending May 31, 1997, for the Permanent University
Fund, Long Term Fund, Short/Internediate Term Fund, and
Separately Invested Assets.

Report by Regent Hicks on Behal f of UTI MCO

M. Chairman and nmenbers of the Board, | am pleased to sunm-
rize on behalf of UTIMCO the investnents for The University
of Texas Systemfor the fiscal quarter ending May 31, 1997.

Itema on Page 33 presents the summary report for Permanent
University Fund (PUF) investnments. The PUF began the quarter
with a market value of $5.824 billion. During the quarter,
income fromthe production of mnerals on PUF Lands added

$26.4 mllion of new contributions to the Fund versus

$20.2 mllion for the second quarter of this fiscal year. In
addition, total investnent return was $265.6 mllion of which
$66.9 mllion was incone return and $198.7 mllion was price
return. Cash incone of $69.8 mllion was distributed to the

Avai |l abl e University Fund (AUF) resulting in a quarter-end
mar ket val ue of $6.049 billion.
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During the period, $26.4 million of new contributions and
$33.8 mllion of bond runoff were allocated to international
equities, small cap value equities, alternative equities and
the Fund’s liquidity reserve. Period-end asset allocation
was 62% broadly defined equities and 38% fi xed i nconme versus
an unconstrai ned neutral allocation of 80%equities and
20% fi xed incone. Wthin equities, period-end allocation to
equities was 43% U. S. large and md cap stocks, 6% U. S.
smal |l cap stocks, 7% non-U. S. equities and 6% alternative
assets.

PUF income distributions to the AUF of $69.8 nmillion for the
gquarter increased by a nomnal rate of 4.0% over the May 1996
fiscal quarter and by an inflation adjusted rate of 1.8%
Interest incone fromfixed income securities, which represents
approxi mately 70% of total income generated, increased by

only 0.4% Dividend incone continued to grow i ncreasing

by 9.0% primarily due to dividend increases. Finally, inconme
fromalternative equities increased by 43%to $3.0 mllion
from$2.1 mllion for the prior May 1996 fiscal quarter.

Total investnment return (unannualized) for the quarter

was 4.6% Fixed income as an asset class continued to perform
poorly versus equities with the Sal onon Broad Bond | ndex
generating a total return of 1.3% The Fund' s fixed incone
portfolio at 1.2%slightly under perforned the index. Equi-
ties, as an asset class, continued to generate higher relative
returns with the S& 500 Index and Russell 3000 | ndex posting
returns of 7.8% and 7.0% respectively. The PUF s equity
(including international) portfolios produced a 7.5% return.
Finally, alternative investnents produced a -0.4% return

for the quarter (below their benchmark returns) due to the
“j-curve effect” experienced in initiating or expanding such

I nvest nent prograns.

I[temb on Page 34 reports sunmary activity for the Long Term
Fund (LTF). During the quarter, net contributions totaled
$17.7 mllion. Net investnment return was $94.2 mllion of
which $19.9 nmillion was paid to the 4,375 endowrent and ot her
accounts underlying the LTF. The Fund’ s market val ue cl osed
the quarter at $2.016 billion versus $1.924 billion for the
preceding quarter-end. On a per unit basis, each endownent’s
ownership in the LTF i ncreased from an average of $4.27 per
share to $4.43 a share.
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Asset allocation at quarter-end was 24%fi xed i ncone and

76% broadly defined equities (of which 57% was U. S. equities,
15% was non-U. S. equities and 4% was private market assets).
For the nine nonths to date, total unannualized investnent
return for the Fund was 17.54% and net 12.4% after expenses

of 0.18% inflation of 1.8% and spending of 3.14%

Itemc on Page 35 presents quarterly activity for the
Short/Internmediate Term Fund. During the quarter, the Fund
received net contributions of $69 million. It earned

$21.6 mllion in total return, incurred expenses of $0.1 m| -
lion and paid $23.7 mllion to U T. System conponent insti-
tutions. Total return on the Fund was 1.4% for the quarter
versus the Fund’ s performance benchmark of 1.5%

Itemd on Page 36 presents book and market val ue of cash,
fixed incone, equity and other securities held in funds
outside of internally managed investnent pools. Total cash
and equi val ents consisting primarily of conmponent operating
funds held in the noney market fund increased by $20 million

to $587 million at quarter-end. Asset values for the remain-
ing asset types were fixed incone securities: $58 mllion;
equities: $27 mllion; and other investnents of $5.8 mllion.
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a. PERMANENT UNIVERSITY FUND

Summary Investment Report at Mwv 31. 3997, --

PERMANENT UNI VERSI TY FUND (1)

| NVESTMENT ~ SUMWARY  REPCRT
($ mllions)
FY95-96 FY96-97
Ful | Year-To-
Year st Qr 2nd Qr 3rd Qr Dat e
Beginning Market  Val ue 4,958.5 5,292.1 5,757.0 5,823.8 5,292.1
PUF Lands Receipts(2) 65.7 23.9 20. 2 26. 4 70.5
I nvestment  Income (3) 254. 2 65.1 63.8 66. 9 195.8
Change in Undistributed Incone
Payable to the Available
Uni versity Fund(3) (0.6) 3.8 (2.7) 2.9 4.0
| nvest nent | ncone Distributed
on Cash Basis(3) (253.6) (68.9) (61.1) (69.8) (199. 8)
Realized Gains (Losses) 196. 8 45. 4 55.2 43. 8 144, 4
Change in Urealized Gins (Losses) 71.1 395.6 (8.6) 154.9 541.9
Ending Market Value 5,292.1 5,757.0 5,823.8 6,048.9 6,048.9
Distributed to the AU
| nvest ment | ncone 253.6 68. 9 61.1 69. 8 199.8
Surface  Incone 4.8 1.1 1.5 0.8 3.4
Tot al 258. 4 70.0 62.6 70.6 203. 2
Report prepared in accordance with Sec. 51.0032 of the Texas Education Code.
(1) Excludes PUF Lands mneral and surface interests wth estimted June 30, 1996
values of $410.1 mllion and $158.7 mllion, respectively.
(2) As of My 31, 1997: 902,489 acres wunder |ease; 520,438 producing
acres; 2,950 active leases; and 2,054 producing |eases.
(3) GChange in presentation to reflect investment incone earned as well as cash incone

distributed to the AU
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b. LONG TERM FUND

Summary Investment Report at Mav 31. 1997. --

LONG TERM FUND
SUMVARY REPORT
(¢ mllions)

Report prepared in accordance wth Sec.

51.0032 of the Texas Education Code.

FY95-96 FY96-97
Year-To-
Full  Year 1st  oqtr 2nd Qr 3rd Qr Dat e
Beginning Net Assets 1,558.8 1,712.1 1,876.9 1,924.0 1,712.1
Net Contributions 54.1 24. 7 21. 4 17.7 63.8
| nvestment Return 182. 3 160. 8 46. 6 95.4 302.8
Expenses (3.7) (1.1) (1.1) (1.2) (3.4)
Distributions (Payout) (76.4) (19.5) (19.7) (19.9) (59.1)
Dstribution of @Gin
on Participant
W t hdr awal s (3.0) (0.1) (0.1) (0.3) -
Ending Net Assets 1,712.1 1,876.9 1,924.0 2,015.7 2,016.2
Net Asset Val yeer Unit 3.897 4.211 4.269 4.432
No. of Units (End of
Peri od) 439,352,911 445,668,754 450,718,468 454,803,542
Distribution Ratger Unit 0.175 0. 04375 0.04375 0.04375
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Summary Investment Report at May 31, 1997.--

SHORT/INTERMEDIATE TERM FUND

SUMMARY REPORT
($ millions)

FY95-96 FY96-97

Year-To-

Full Year lst Qtr 2nd Qtr 3rd Qtr Date
Beginning Net Assets 1,129.5 1,332.1 1,405.6 1,499.9 1,332.1
Net Contributions 216 .7 40.9 111.8 69.0 221.7
Investment Return 58.2 52.9 4.2 21.6 78 .7
Expenses (0.2) (0.1) (0.1) (0.1) (0.3)
Distributions of Income (72.1) {20.2) {(21.6) {23.7) .65.5)
Ending Net Assets 1,332.1 1,405.6 1,499.9 1,566.7 1,566.7

Report prepared in accordance with Sec.

51.0032 of the Texas Education Code.
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d. SEPARATELY INVESTED ASSETS

Summary Invesment Report & May 31, 1997.--

SEPARATELY INVESTED ASSETS

SUMMARY REPORT
(8§ thousands)

FUND TYPE

CURRENT PURPOSE

ENDOWMENT & ANNUITY & LIFE

DESIGNATED RESTRICTED SIMILAR FUNDS INCOME FUNDS AGENCY FUNDS OPERATING FUNDS TOTAL
ASSET TYPES
Cash & Equivaents BOOK MARKET BOOK MARKET BOOK MARKET BOOK MARKET BOOK MARKET BOOK MARKET BOOK MARKET
Beginning_ value 3/1/97 3423 3423 2,178 2,178 28915 28,915 1,366 1,3666 3 3 530,999 530.999 566,884 566.884
Increase/(Decrease) (197) (297) 566 566 (5443) (5443 (953) (953) 127 127 26,015 26,015 20,115 20,115
Ending value 5/3 1/97 3,226 3,226 2,144 2,144 23472 23412 413 413 130 130 557,014 557.014 586.999 586.999
Debt  Securities:
Beginning value 3/1/97 9,576 9,582 7 4 42,721 43170 8,047 8,282 ' 6,473 6,522 66,824 67,560
Increase/(Decrease) — (2879)  (2,879) . . (628)  (714) 389 332 (6473)  (6522)  (9591)  (9,783)
Ending value 5/31/97 6,697 6,703 T ! 42,093 42,456 8,436 8,614 57,233 ST7T7
Equity Securities:
Beginning value 3/1/97 52 1,492 166 166 14522 20,069 2,589 2,887 17,329 24,614
Increase/(Decrease) (479) 3 (3 1471 2217 1,159 1,336 . 2,622 3,066
Ending value 5/31/97 52 1,013 158 158 15,993 22,286 3,748 4,223 . 19,951 27,680
Other:
Beginning vaue 3/1/97 658 658 (658  (658) 5365  55% , 5,365 5535
Increase/(Decrease) 31 31 (30) (30) (76) 271 - (75) 272
Ending value 5/31/97 689 689 (688) 5.289 5.806 . 5.290 5.807

Report prepared in accordance with Sec. 5 1.0032 of the Texas Education Code.
Details of individual assets by account furnished upon request.




RECESS FOR COW TTEE MEETI NGS AND COWMM TTEE REPORTS TO THE
BOARD. --At 9:40 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 RECOMMVENDATI ONS OF STANDI NG COW TTEES

REPORT OF EXECUTI VE COW TTEE (Page 38 ).--In conpliance with
Section 7.14 of Chapter | of Part One of the Regents’ Rules
and Regul ati ons, Chairman Evans reported that there were no
items referred fromthe Executive Commttee to the Board.
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REPORT AND RECOMVENDATI ONS OF THE BUSI NESS AFFAI RS AND AUDI T
COM TTEE (Pages 39 - 63).--Commttee Chairman Riter reported
that the Business Affairs and Audit Commttee had net in

open session to consider those matters on its agenda and to
formul ate recommendations for the U T. Board of Regents.

Unl ess otherw se indicated, the actions set forth in the

M nute Orders which foll ow were recomrended by the Business
Affairs and Audit Commttee and approved in open session and
wi t hout objection by the U T. Board of Regents:

1. U T. System Approval of Chancellor's Docket No. 90
(Catal og Change).--1n considering Chancel lor's Docket
No. 90, Committee Chairman Riter pointed out that on
Page A - 37 of The University of Texas at Austin Docket
there is a request to approve a new Learni ng Equi pnent
Fee in the anmount of $16 per senester credit hour for
each Col |l ege of Communi cation course for which a student
is registered. M. Riter noted that the nenbers of
the Board had received letters and newspaper cli ppings
regarding this fee and realize there has been consi der-
abl e concern about this fee within the U T. Austin
student body. He then called on President ad interim
Flawn to frame the issue and di scuss his recommendati on.

Dr. Flawn pointed out that outdated equi pnment has | ong
been a problemin the Coll ege of Comruni cati on and each
departnment within the Coll ege has been in dire need of
new equi pnent. The proposed Learning Equi pment Fee is
the first long overdue step to correct this problem and
there is general agreenent anong faculty and students

t hat new equi pnment is needed. Dr. Flawn pointed out that
equi pnent purchases fromthe new fee will be distributed
t hroughout each departnment within the Coll ege over the
next few years. Wthout |egislative resources and with
limted fund-raising potential, this fee is the only

way to initiate a program for nuch needed technol ogi cal
upgrades in the Coll ege.

Dr. Flawn introduced the follow ng individuals fromU. T.
Austin, several having requested perm ssion to speak on
t he advant ages and di sadvant ages of the proposed fee:

M . Randy Cooke, Vice President, Student Governnent

M. Carlo Longino, Vice President, Student Council
Col | ege of Conmuni cati on

M. Marlen D. Wiitley, President, Student Governnent
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Ms. Lisa Henken, Chair, Cabinet of College Councils

Ms. Maggi e Sol onon, Student, Departnent of
Adverti sing

Ms. Lara Foss, Student, Departnent of Radio-
Tel evi sion-Fi Il m

M. Donal d Heider, Faculty nenber, Departnent of
Journal i sm

Dr. Ellen Wartella, Dean, College of Conmunication

Fol |l owi ng presentations in favor of and opposed to the
reconmended fee, Dr. Flawn noted that the adm nistration
shared the students’ concerns in rising student fees but
if the College of Conmunication is to offer a quality
education, then the new fee would be a progressive and
necessary step to provide the students with the basic
tools for their education.

After a detailed discussion of the proposed fee and the
need for a constant flow of revenue to keep the equi pnent
technologically current to ensure the students are on the
“cutting edge,” Chairman Evans thanked the student
representatives for their comments.

Upon notion of Regent Riter, seconded by Regent Hi cks,

t he Board approved Chancellor's Docket No. 90 in the form
di stributed by the Executive Secretary, which includes

t he new Learni ng Equi prment Fee for the Coll ege of Com
muni cation at U T. Austin. It is attached follow ng
Page 102 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 involved.

It was ordered that any itemincluded in the Docket that
normal ly is published in the institutional catal og be
reflected in the next appropriate catal og published by
the respective institution.
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2.

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

Part One: Anendnent to Chapter VII, Section 7, Subsec-
tion 7.1 (Conflict of Interest, Performance of Services,

and Use of University Facilities).--Approval was given
to anend the Regents’ Rules and Regul ati ons, Part One,
Chapter VII, Section 7, Subsection 7.1, regarding
conflict of interest, performance of services, and use
of university facilities, to read as set forth bel ow

Sec. 7. Conflict of Interest, Performnce of Services,

and Use of University Facilities.

7.1 Unless authorized by the Chancellor, no
of ficer or enployee of The University of
Texas Systemor its conponent institutions
shal | accept renuneration fromor serve
as an officer, director, enployee, or
agent of an external nonprofit corporation
or an external entity that has as its
primary objective the provision of funds
or services for the furtherance of the
pur poses and duties of the Systemor its
conponent s.

This anendnent to the Regents’ Rules and Regul ati ons
permts approval by the Chancellor of work perforned by
an enployee in addition to enploynent at The University
of Texas Systemand will establish control over an

enpl oyee’ s service to a supporting organi zation while
permtting the enployee to be appropriately conpensated
for his/her service.
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3.

U T. Board of Regents - Regents’ Rules and Requl a-
tions, Part Two: Anendnents to Chapter 111, Section 1
(Recei pts, Adm ssion Tickets, and Charges).--1n order
to require paynment of certain oil and gas royalties to
the U T. Board of Regents by electronic funds transfer,
t he Board, upon recommendati on of the Business Affairs
and Audit Commttee, anmended the Regents’ Rules and
Regul ati ons, Part Two, Chapter I1l, Section 1, relating
to receipts, adm ssion tickets, and charges, by addi ng
a new Subsection 1.4 and renunbering present Subsec-
tions 1.4 and 1.5 as Subsections 1.5 and 1.6 as foll ows:

Sec. 1. Recei pts, Admi ssion Tickets, and Charges.

1.4 Any person who paid oil and gas royalties to
the Board in a total anobunt of $250,000 or nore
during a fiscal year, being Septenber 1 to
August 31, shall nake tinely oil and gas
royalty paynents to the Board by neans of
el ectronic funds transfer during the subsequent
cal endar year. Any person required to submt
paynents electronically shall also file the
requi red Royalty Paynment Summary (Form UT-3) by
means of electronic transm ssion in a manner
conpatible wth the equi pnent and facilities of
the University Lands Accounting Ofice. The
payor shall tinely take all actions necessary
to facilitate paynent of oil and gas royalties
by electronic funds transfer and el ectronic
filing of the Form UT-3, including conpleting
any docunents required by the Conptroller of
the State of Texas and the University Lands
Accounting O fice. Electronic funds transfers
shall be made in accordance with applicable
| aws, including Section 404.095, Texas
Governnent Code. This Subsection applies only
to oil and gas royalties from Per manent
University Fund lands to the extent authorized
by Section 404. 095, Texas Governnment Code.

1.5 Admssion tickets, including conplinentary
tickets, shall have the price of adm ssion
i ndi cated thereon, and all such tickets shal
be prenunbered, except for certain events where
the section, row, and seat nunber are shown.
Adm ssion tickets and coupon books shall be
purchased for delivery to the institutiona
busi ness office and issued to the departnent
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concerned. Unused tickets or books shall be
returned along with a prescribed ticket report
to the business office within 30 days fromthe
date of the event, and a |ist show ng the nanes
of all persons receiving conplinmentary tickets
shall be a part of the prescribed ticket
report. The chief business officer may

aut horize an exception to the 30-day tine limt
for submtting ticket reports for a specified
event or series of events, provided that the
exception nust be in witing, and nust specify
both the reason for the exception and the
alternate due date for those ticket reports.

1.6 Al unpaid (including conplinentary, free, or
di scount ed) charges for sales or service of
auxiliary enterprises, organi zed activities, or
service departnents or simlar activities shal
be reported to and recorded by the chi ef
busi ness officer or his or her del egate under
appropriate internal accounting controls. A
| ist or other docunentation show ng the
aut hori zati on and names of all persons
receiving conplinentary, free, or discounted
goods or services and the val ues thereof shal
be furnished to the business office within
30 days fromthe date such goods were issued
or such services were rendered by any auxiliary
enterprise, organized activity, or service
departnment or simlar activity.

These anmendnents to the Regents’ Rules and Regul ati ons

wi |l provide a higher degree of internal control over a
greater percentage of oil and gas royalties paid to the
Per manent University Fund. 1In addition, paynents nade

by electronic transfer are received by The University of
Texas System University Lands Accounting O fice for use
inanore tinely manner. The long-range planis to
require payors who pay oil and gas royalties of $60, 000
or nore per year to nake royalty paynents by electronic
funds transfer and provide the nonthly paynment summary
report in an electronic format. This process will be

i npl enented in stages to acconmodate requirenents of the
State Conptroller’s Ofice.
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4.

U T. Board of Regents - Regents’ Rules and Regul ati ons,
Part Two: Anendnents to Chapter |11 (Receipt, Custody,
and Di sbursenent of Moneys; Travel Authorization, Reim
bursenent, and Institutional Regul ations), Section 4 and
Chapter | X (Matters Relating to Investnents, Trusts, and
Lands), Sections 4 and 5.--Upon reconmendati on of the
Busi ness Affairs and Audit Commttee, the Board anended
the Regents’ Rules and Regul ations, Part Two, Chap-

ters Il and | X as foll ows:

a. Chapter 111, Section 4 (Local Institutional Funds),
Subsection 4.13 was anended to read as set forth
bel ow:

4.13 Local institutional funds shall be invested
in funds approved by UTI MCO based on, at a
mninmum the criteria specified in The
University of Texas System | nvestnent Policy
Statenents. UTI MO shall adm nister pool ed
i nvestnment funds for the investnent of |oca
institutional funds as authorized by the
Board. The chi ef business officer of any
conmponent institution nmay add or w thdraw
| ocal institutional funds of the conmponent to
or from (i) denmand deposits, tinme deposits, or
non- negoti able certificates of deposit as set
forth in Subsection 4.11 of this Section,
(ii) any common trust fund or noney market
fund approved by UTIMCO or (iii) any
i nvest ment pool adm ni stered by UTI MCO for the
i nvestment of such funds on any established
addition or withdrawal date of the pool.

b. Chapter |1 X, Section 4 (Policy for Investnent and
Managenment of U. T. Investnment Pools) was anended
by del eting present Subsection 4.3 in its entirety,
anmendi ng present Subsection 4.5, and renunbering
present Subsections 4.4 and 4.5 as Subsections 4.3
and 4.4 to read as foll ows:

4.3 The Medical Liability Self-Insurance Fund shall
be adm nistered in a manner consistent wth al
provi sions of the Plan for Professional Medical
Liability Self-Insurance.

4.4 Each pooled inconme fund established by U T.
shal | be adm ni stered according to The
University of Texas System Separately Invested
Endowrent, Trust, and Qther Accounts |nvestnent
Policy Statenent, its trust indenture and
applicable | aw.
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Chapter |1 X, Section 5 was anended to read as set
forth bel ow

Sec. 5. Policy for Investnent and Managenent of
Endownrent, Trust, and O her Accounts
| nvest ed Through or Separate fromU. T.
| nvest nent Pool s.

5.1 Endowrent funds and funds functioni ng
as endownents will be managed in a
manner consistent with the U T.
System G fts Policy Quidelines,
prudent person investnent standards,
and the Uni form Managenent of
Institutional Funds Act (Title 10,
Chapter 163, Texas Property Code).
These funds will be nanaged
separately and not comm ngled with
the Long Term Fund if the terns of
the instrunent by which the fund was
created preclude investnent through
the Long Term Fund. In addition,
nonnmar ket abl e securities held by an
endownent fund rmay be recorded as
separately invested. All other
endownent funds and funds functioning
as endownents will be invested
t hrough the Long Term Fund.

5.2 Trust funds and other life incone
accounts will be invested and
adm ni stered consistent with The
University of Texas System Separately
| nvest ed Endowrent, Trust, and O her
Accounts Investnent Policy Statenent,
U T. System Gfts Policy Guidelines,
prudent person investnent standards,
and the Texas Trust Code (Title 9,
Subtitle B, Texas Property Code).

5.3 The provisions of Sections 3.2, 3.3,
and 3.4 with respect to the invest-
ment and nmanagenent of the PUF, shal
i kewi se apply to endowrent and trust
funds except that Subsection 3.21
shall be applied only when such funds
are invested through a U T. invest-
ment pool .
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5.4 Oher Accounts as defined in The
University of Texas System Separately
| nvest ed Endownrent, Trust, and O her
Accounts | nvestnent Policy Statenent
shal | be invested and adm ni stered
consistent with that policy.

In February 1997, the U T. Board of Regents approved
new I nvestnment Policy Statenents for the various funds
under managenent by The University of Texas |nvestnent
Managenent Conpany (UTIMCO). These changes to the
Regents’ Rul es and Regul ati ons, Part Two, Chapters I
and | X are necessary to conformwi th the definitions
contained in the Investnent Policy Statenents.

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

Part Two: Anendnents to Chapter 111, Section 10 (Travel

Aut hori zati on, Rei nbursenent, and Institutional Regul a-
tions), Subsection 10.1, Subdivision 10.12.--The Busi ness
Affairs and Audit Conmittee recommended and the Board
anended the Regents’ Rules and Regul ations, Part Two,
Chapter 111, Section 10, Subsection 10.1, Subdivi-

sion 10.12, regarding travel authorization, reinburse-
ment, and institutional regulations, by deleting present
Subdivision 10.12 in its entirety and renunbering present
Subdi vi si on 10.13 as Subdivision 10.12 as foll ows:

Sec. 10. Travel Authorization, Rei nbursenent, and
I nstitutional Regul ations.

10.1 Authorization for Travel.--Authorization for
travel fromthe city or town where the officer
or enployee is regqularly stationed will be
granted by the Board or as hereinafter
del egated by the Board, only in advance, as
fol |l ows:

10. 11 Requests for authorization to travel
shall be transmitted through proper
adm ni strative channels to the chief
adm ni strative officer or designee
for advance witten approval.

10.12 Requests for authorization to travel
by adm nistrative officers and staff
of System Adm nistration shall be
approved by the Chancell or, appro-
pri ate Executive Vice Chancell or,
or appropriate Vice Chancellor or
desi gnee.
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The del etion of current Subdivision 10.12, Subsec-
tion 10.1, Section 10, Chapter 111, Part Two of the
Regents’ Rul es and Regul ati ons recogni zes that the
75th Texas Legislature elimnated the requirenent that
all foreign travel (except to Mexico or Canada) be
approved in advance by the Governor’'s Ofice.

U T. Board of Regents - Regents’ Rules and Regul ati ons,
Part Two: Approval to Anend Chapter |V, Section 5
(Purchase fromor Sale to an Oficer or Enployee).--The
Board anended the Regents’ Rules and Regul ations, Part
Two, Chapter |V, Section 5, related to purchase from or
sale to an officer or enployee, as set forth bel ow

Sec. 5. Purchase fromor Sale to an Oficer or
Enpl oyee. --Purchase from or sale to, any
of ficer or enployee of the Systemor a
conponent of any supplies, materials, services,
equi pnent, or property nust have the prior
approval of the chief adm nistrative officer
and the appropriate Executive Vice Chancel |l or
or the Chancellor. Any such purchases shall be
made only if the cost is less than from any
ot her known source. This Section does not
apply to sales or purchases nade at public
auction and to a purchase(s) of $1,000 or |ess
of artwork or other product(s) created or
crafted by an enployee if the work is to be
di spl ayed on canpus or is to be an award or
menent o.

This revision to the Regents’ Rul es and Regul ati ons sim
plifies the approval of the purchase of unique artwork
and other materials created by an enployee if the
purchased materials are to be di splayed on canpus or
given in recognition or appreciation of service or
contributions and if the purchase price is $1,000 or

| ess.
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7.

U T. Board of Regents: Adoption of Second Anended and
Rest at ed Master Resol uti on Establishing The University of

Texas System Revenue Fi nanci ng System and Aut hori zation
for Oficers and Enpl oyees of the Ofice of Business
Affairs to Execute Docunents Rel ating Thereto. --Upon
recommendati on of the Business Affairs and Audit Com
mttee, the Board:

a. Adopt ed the Second Anended and Rest at ed
Mast er Resol ution Establishing The Uni -
versity of Texas System Revenue Fi nanc-
ing System substantially in the form
set out on Pages 49 - 55 to authorize
the additional revenues as specified in
Subchapter B, Chapter 54, Texas Education
Code, Section 54.0513

b. Aut hori zed the officers and enpl oyees of
the Ofice of Business Affairs to take any
and all steps necessary to carry out the
intentions of the U T. Board of Regents
to conplete the transaction

The 75th Texas Legi sl ature anended Section 54. 004 of

t he Texas Educati on Code by adding Section 54.0513 to
redesi gnate the building use fee as tuition. Sec-

tion 55.01 was al so anended to redefine revenue funds
to include the revenues, incones, receipts, rentals,
rates, charges, fees, grants, and tuition |levied or
collected fromany public or private source by an insti-
tution of higher education, including interest or other
income fromthose funds. Wth Section 54.0513, the

pl edged revenues as identified in the Master Resol ution
Est abl i shing The University of Texas System Revenue

Fi nanci ng System are expanded.
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SECOND AMENDED AND RESTATED MASTER RESOLUTION
ESTABLISHING THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM

WHEREAS, the Board of Regents (the “Boad’) of The Universty of Texas System (the
“System”) adopted the Amended and Redtated the Master Resolution Edtablishing The University of
Texas System Revenue Financing System on the 14th day of February 1991, and adopted a resolution
amending such resolution on the 8th day of October 1993 (the “Master Resolution”) to establish a
new System-wide financing dructure for revenue supported indebtedness which would provide
reduced costs and increased borrowing capacity to the components of the System, additional security
to the credit markets, and greater financial flexibility to the Board; and

WHEREAS, terms used herein and not othewise defined have the meanings given in the
Master Resolution and references to various Sections refer to Sections of the Texas Education Code
(the “Code’); and

WHEREAS, pursuant to the Master Resolution, the Board has issued its Revenue Financing
System bonds and notes (the “Outstanding Parity Debt”); and

WHEREAS, the Magter Resolution provides that it may be amended without the consent of
the Holders to supplement the security for the Outstanding Parity Debt; and

WHEREAS, the Legidaure of the State of Texas in the Seventy Fifth Regular Legidaive
Sesson passed Senate Bill 1907 (*S.B. 1907") which amends the provisons of the Code concerning
the financing of improvements for ingditutions of higher education, particularly Chapters 54 and 55
of the Code; and

WHEREAS, SB. 1907 subgtantidly changed the laws under which the Board issues its bonds
and notes by combining the general use fees into tuition and granting to the Board the ability to
expand the pledge given for the benefit of the Outstanding Parity Deht; specificdly, SB. 1907
redesgnated the “generd use fee” authorized by Section 55.16 of the Code as “tuition” under a new
Section 54.0513 and broadened the definition of revenue funds (under Section 55.01) which could
be pledged to the payment of bonds and notes to include (i) every item of the Board's revenue
included in the definition of Pledged Revenues and (ii) other fees and charges authorized under
Chaepter 54 which had previoudy been redtricted to certain uses other than the payment of debt
sarvice on the Board's obligations. In addition, S.B. 1907 made a number of conforming amendments
to the Code, including amending Section 55.16 to provide that the unlimited general use fee
previoudy authorized by that Section is replaced with an ability of the Board to establish and collect
a each inditution that amount of all “necessary fees, tuition, rentas, rates, and other charges” i.e,
Pledged Revenues, including tuition,” when and to the extent required by the resolution authorizing
the issuance of the bonds in any amount required to provide revenue funds sufficient for the payment
of the principd of and interest on the bonds, regardless of any other provision or limitation provided
by” the provisons of Code and
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WHEREAS, SB. 1907 dso contans comprehensve provisons ensuring that its provisons

will not in any manner impar the contractud rights of any paty to a contract with the Board,
including any Holders of the Board's Outstanding Parity Debt; and

WHEREAS, the Board deems it necessary and desirable and beneficid to the owners of the
Outstanding Parity Debt, the Financing System Members, the System, and the Board to amend the
Master Resolution in @ manner consstent with the changes made to the Code by S.B. 1907, and the
staff of the System and the Board’ s Bond Counsel, McCall, Parkhurst & Horton L.L.P. have
recommended the adoption of this resolution amending the Master Resolution to strengthen the credit
of the Revenue Financing System by supplementing the security for the Outstanding Parity Debt and
to cure the inconsistencies between the Master Resolution and the Code, as amended; and

WHEREAS, most of the provisons of SB. 1907 become effective on August 1, 1997, for
the 1997-1998 academic year, it is necessary at this time to make the amendments contained in this
resolution;  and

WHEREAS, notwithgtanding the amendments hereafter made and the (intention of the Board
to follow the desires of the State Legidature, as expressed in SB. 1907, by establishing tuition & a
level equal to not more than what would have been charged as the tota of tuition and the general use
fee, the Board acknowledges its obligation with respect to the Outstanding Parity Debt to comply
with the provisons of the Master Resolution as they existed prior to this amendment to the extent
necessary to prevent a default in the Board's obligations under the Outstanding Parity Debt.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF REGENTS OF THE
UNIVERSTY OF TEXASSYSTEM THAT:

Section 1. AMENDMENT OF MASTER RESOLUTION DEFINITIONS. Exhibit A of the
Master Resolution is hereby amended in the following manner:

(@ The definitions of Pledged General Fee, Pledged Generd Tuition, Pledged Revenues,
Pledged Tuition Fee, and Prior Encumbered Obligations are amended to read as follows:

“Pledged Generd Fee” means the gross collections of a student use fee to be fixed,
charged, and collected pursuant to Section 55.16, Texas Education Code as it existed prior
to the effective date of SB. 1907, from the students (excepting, with respect to each series
or issue of Parity Debt issued prior to such date, any student in a category which , a the time
of the adoption of the Supplement relaing to such Parity Debt, was exempt by law from
paying fees) regularly enrolled a the inditutions and branches thereof now or heredfter
constituting aMember of the Financing System, respectively, for the general use and
avalability of the such inditutions or branches thereof, respectively, in the manner and
amounts, a the times, and to the extent provided in this Resolution, and including, subject to
the provisons of the Prior Encumbered Obligations, the Prior Encumbered Generd Fee.

“Pledged Generd Tuition” means dl of the aggregate amount of Sudent tuition
charges now or hereafter required or authorized by law to be imposed on students enrolled
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a each and every indtitution, branch, and school, now or hereafter constituting a Member of
the Financing System, but specificaly excluding and excepting, with respect to each series or
issue of Paity Debt, any student in a category which, a the time of the adoption of the

Supplement relating to such Parity Debt (1) was exempt by law from paying such tuition, (2)
the amount of tuition scholarships provided for by law at the time of the adoption of each
Supplement, and (3) the Prior Encumbered Tuition Fees, and it is provided by law and hereby
represented and covenanted that the aggregate amount of student tuition charges which are
now required or authorized by law to be imposed, and which are pledged to the payment of

the Parity Debt, shall never be reduced or abrogated while such obligations are outstanding;

it being further covenanted that the aggregate amount of student tuition charges now required

or authorized by law to be imposed on students enrolled a each and every indtitution, branch,
and school operated by or under the jurisdiction of the Board are set forth in the Texas
Education Code, as amended, to which Code reference is hereby made for dl purposes.

“Pledged Revenues’ means, subject to the provisons of the Prior Encumbered
Obligations, the Revenue Funds, including al of the funds and balances now or heresfter
lawfully available to the Board and derived from or attributable to any Member of the
Financing Sysem which are lawfully avalable to the Board for payments on Parity Delt;
provided, however, that the following shal not be included in Pledged Revenues unless and
to the extent set forth in a Supplement: (a) the interest of The Universty of Texas System
in the Avallable Universty Fund under Article 7, Section 18 of the Conditution of the State
of Texas, including the income therefrom and any fund baances relaing thereto; (b) amounts
receved on behalf of any Member under Article 7, Section 17 of the Conditution of the State
of Texas, including the income therefrom and any fund balances relating thereto; (c) except
to the extent so specificaly appropriated, generd revenue funds appropriated to the Board
by the Legidlature of the State of Texas; and (d) Practice Plan Funds of any Member,
including the income therefrom and any fund balances reating thereto not included in Pledged
Practice Plan Funds.

“Pledged Tuition Fee” means, as authorized by Section 55.17, Texas Education Code
as it existed prior to the effective date of S.B. 1907, the following specified amounts out of
the tuition charges now or hereafter required or permitted by law to be imposed on each
tuition paying student enrolled at each and every institution or branch thereof now or
hereafter congtituting a Member of the Financing System (excepting the Hedth Ingtitutions),
and including, subject to the provisons of the Prior Encumbered Obligations, the Prior
Encumbered Tuition Fees, respectively:

$5.00 from each enrolled student for each regular semester, and
$2.50 from esch enrolled student for each summer term of each
ummer  session.

“Prior Encumbered Obligations’ means the Board of Regents of The Universty of
Texas System Generd Tuition Revenue Refunding Bonds, Series 1986, the Board of Regents
of The University of Texas System General Tuition Revenue Refunding Bonds, New
Series 1992, and those bonds or other obligations of an inditution outstanding on the date it



becomes a Member of the Financing System and which are secured by a lien on and pledge

of the Prior Encumbered Generd Fee, the Prior Encumbered Revenues, the Prior Encumbered

Tuition Fee, the Prior Encumbered Generd Tuition, and/or the Prior Encumbered Practice
Pan Funds charged and collected a such ingtitution and al existing obligations of the Board
secured by alien on a portion of the Pledged Revenues which is superior to the lien

established by this Resolution on behaf of Parity Debt.

(b) Exhibit A of the Master Resolution is further amended by adding thereto the following
definitions:

“Revenue Funds’ means the ‘revenue funds of the Board (as defined in Section 55.01
of the Texas Education Code to mean the revenues, incomes, receipts, rentals, rates, charges,
fees, grants, and tuition levied or collected from any public or private source by an inditution
of higher education, including interest or other income from those funds) derived by the
Board from the operations of each of the Members, including specificdly the Pledged Generd
Tuition and, to the extent and subject to the provisons of this Resolution, the Pledged
Generd Fee and the Pledged Tuition Fee. Revenue Funds does not include, with respect to
each series or issue of Parity Debt, any tuition, rentals, rates, fees, or other charges
dtributable to any student in a category which, a the time of the adoption of the Supplement
relating to such Parity Debt, is exempt by law from paying such tuition, rentas, rates, fees,
or other charges.

“SB. 1907" means Senate Bill 1907 passed by the State Legidature in the Seventy-
fith Regular Legidaive Sesson.

Section 22 AMENDMENT OF SECTION 3 OF MASTER RESOLUTION. Section 3 of
the Master Resolution in hereby amended to read as follows.

“Section 3. RATE COVENANT: PLEDGED REVENUES. (g _Rate Covenant. In
each Fiscd Year, the Boad shdl establish, charge, and use its reasonable efforts to collect
a each Member the Pledged Revenues which, if collected, would be sufficient to meet dll
financid obligations of the Board relating to the Financing System including al deposits or
payments due on or with respect to Outstanding Parity Debt for such Fisca Year.

(b) Pledged Revenues (i) Pledged Generd Fee. Subject to the provisons of the
resolutions authorizing Prior Encumbered Obligations and to the other provisons of this
Resolution and any Supplement, the Board covenants and agrees a dl times to fix, levy,
charge, and collect a each Member which has students the Pledged General Fee from each
student (excepting, with respect to each series or issue of Parity Debt, any student in a
category which, at the time of the adoption of the Supplement relating to such Parity Del,
is exempt by law from paying fees) enrolled a each Member, respectively, a each regular fall
and spring semester and a each term of each summer session, for the use and avallability of
such inditution or branch thereof, respectively, in such amounts, without any limitation
whatsoever, as will be a least sufficient a al times, together with other legdly available
funds, including other Pledged Revenues, to provide the money, to make or pay the principa
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of, interest on, and other payments or deposits with respect to the Parity Debt Outstanding
on August 1, 1997, when and as required. The Pledged Generd Fee shall be adjusted, if and
when permitted or required by this Resolution or any Supplement, to provide Pledged
Revenues sufficient to make when due all payments and deposits in connection with such
Outdtanding Parity Debt. The Board may fix, levy, charge, and collect the Pledged Genera
Fee in any manner it may determine within its discretion, and in different amounts from
dudents enrolled in different Members, respectively, and in addition it may totaly suspend
the collection of the Pledged General Fee from the students enrolled in any Member, so long
as totd Pledged Revenues are sufficient, together with other legaly available funds, to meet
all financid obligations of the Board reating to the Financing System including al payments
and deposits in connection with such Outstanding Parity Debt. All changes in the Pledged
General Fee shall be made by aresolution of the Board, but such procedure shall not
condiitute or be regarded as an amendment of this Resolution or any Supplement, but merey
the carrying out of the provisons and requirements hereof Notwithstanding the foregoing,
it is recognized that certain Members do not and will not enroll students, and, therefore, the
Board will not levy or collect the Pledged General Fee a such Member. Notwithstanding the
foregoing provisions, o long as there is no default or anticipated default in the payment of
the Outstanding Parity Delbt referenced above, the Board does not intend to and will not
asess and collect the Pledged General Fee.

(i) Pledged Genera Tuition and Other Pledged Revenues. Subject to the provisions
of the resolutions authorizing Prior Encumbered Obligations and to the other provisions of
this Resolution and any Supplement, the Board covenants and agrees at ail times to fix, levy,
charge, and collect a each Member which has students the Pledged General Tuition and other
Pledged Revenues from each student enrolled a each Member, respectively, a each regular
fall and spring semester and at each term of each summer session, for the use and availability
of such ingitution or branch thereof, respectively, in such amounts, without any limitation
whatsoever, as will be a least sufficient a a! times together with other legdly avalable
funds, including other Pledged Revenues, to provide the money to make or pay the principal
of, interest on, and other payments or deposits with respect to the Parity Debt then
Outstanding when and as required. The Pledged General Tuition and the other rentds, rates,
fees, and charges included in Pledged Revenues shall be adjusted, if and when permitted or
required by this Resolution or any Supplement, to provide Pledged Revenues sufficient to
make when due all payments and deposits in connection with the Parity Debt then
Outganding. The Board may fix, levy, charge, and collect the Pledged Revenues in any
manner it may determine within its discretion, and in different anounts from students enrolled
in different Members, respectively, and in addition it may totaly suspend the collection of any
item included in Pledged Revenues from the students enrolled in any Member, so long as
total Pledged Revenues are sufficient, together with other legaly avalable funds, to meet d!
financid obligations of the Board relating to the Financing System including dl payments and
deposits in connection with the Parity Debt then Outstanding. All changes in the Pledged
Genera Tuition shah be made by a resolution of the Board, but such procedure shal not
condtitute or be regarded as an amendment of this Resolution or any Supplement, but merely
the car-tying out of the provisons and requirements hereof Notwithstanding the foregoing,
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it is recognized that certain Members do not and will not enroll students, and, therefore, the
Board Will not levy or collect the Pledged Generd Tuition a such Member.

(c) Annua Obligation, If, in the judgment of the Board, any Member has been or will
be unable to satisfy its Annud Obligation, the Board shdll fix, levy, charge, and collect rentals,
rates, fees, and charges for goods and services furnished by such Member and, with respect
to Member with enrolled students, the Pledged Generd Tuition, and, if necessary pursuant
to subsection (b)(i) above, the Pledged Genera Fee, effective at the next succeeding regular
Semester or semesters or summer term or terms, in amounts sufficient, without limit (subject
to the provisons of(e) below), together with other legdly avalable funds, including other
Pledged Revenues dtributable to such Member, to enable it to make its Annua Obligation
payments.

(d) Anticipated Deficit If the Board determines, for any reason whatsoever, (i) that
there are not anticipated to be sufficient legdly avalable funds, including Pledged Revenues,
to meet dl financid obligations of the Board relating to the Hicing System, including the
deposits and payments due on or with respect to the Parity Debt Outstanding at that time as
the same mature or come due, or (i) that any Member will be unable to pay its Annua Direct
Obligation in full, then the Board shdl fix, levy, charge, and collect the Pledged Generd
Tuition, and, if necessary pursuant to subsection (b)(i) above, the Pledged Generd Fee, a
each Member with enrolled students, effective at the next succeeding regular semester or
semesters or summer term or terms, in such amounts, without any limitation whatsoever
(other than as provided in (€) below), as will be a least sufficient to provide, together with
other legally avalable funds, including other Pledged Revenues, the money for making when
due dl financid obligations of the Board relaing to the Financing System including 4l
payments and deposits due on or with respect to Outstanding Parity Debt when and as
required by this Resolution or any Supplement.

(e) Economic Effect of Adiustments, Any adjusments in the rate or manner of
charging for any rentals, rates, fees, tuition, or other charges included in Pledged Revenues,
including the Pledged Generd Tuition and the Pledged Generd Fee, if any, a any of the
Members pursuant to (c) or (d) above will be based upon a certificate and recommendation
of a UT. Sysem Representative, delivered to the Board, as to the rates and anticipated
collection of the Pledged Revenues a the various Members (after taking into account the
anticipated effect the proposed adjustments in such rentals, rates, fees, ftuition, or other
charges would have on enroliment and the receipt of Pledged Revenues and other funds at
each Member) which will be anticipated to result in (i) Pledged Revenues attributable to each
Member being sufficient (to the extent possible) to satisfy the Annud Obligation of such
Member and (i) Pledged Revenues being sufficient, together with other legdly avaladle
funds, to meet dl financia obligations of the Board relating to the Financing System including
adl depogts and payments due on or in connection with Outstanding Parity Debt when and as
required by this Resolution and any Supplement.

Section 3. CHANGES. Prior to the effective date of this resolution, the Assstant Vice
Chancdlor for Finance, the Director of Finance, and the Generd Counsd are authorized to agpprove
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any technicd amendments to this Resolution requested by the rating agencies as a condition to their
Issuance or maintenance of a rating on Parity Debt or by the Attorney Generd of the State of Texas

as a condition to the gpprova of an issue of Parity Debt.

Section 4.  FURTHER PROCEDURES. The Executive Vice Chancdlor for Budness Affars
and the other officers, employees, and agents of the System, and each of them, shall be and they are
hereby expresdy authorized, empowered, and directed from time to time and a any time to do and
perform al such acts and things and to execute, acknowledge, and deliver in the name and under the
corporate sed and on behaf of the Board al such instruments, whether or not herein mentioned, as
may be necessary or desrable in order to carry out the intent, the terms, and the provisions of this
Resolution and the Director of Finance, as the U.T. System Representative, is hereby authorized and
directed to give such notices as are required to implement this Resolution.

Section 5. NO IMPAIRMENT OF OUTSTANDING PARITY DEBT. As provided in
Section 55.24 of'the Code, as amended by S.B. 1907, the changes made by S.B. 1907 shal not affect
any pledge or any covenants with respect to outstanding bonds and notes and al such pledges and
covenants shall remain in full force and effect in accordance with the terms and provisions thereof
In furtherance of Section 55.24 and notwithstanding the provisions of this amending resolution
supplementing the security for the Outstanding Parity Debt, the Board covenants for the benefit of
the Holders of the Outstanding Parity Debt to comply with each and every covenant in the Master
Resolution and the Supplements thereto existing as of the date of issuance of such Outstanding Parity
Debt s0 long as such Outstanding Parity Debt are Outstanding to the extent necessary to prevent a
default in connection with any payment due with respect to such Outstanding Parity Debt.

Section 6. EFFECTIVE DATE. This Resolution is immediaey effective. Other than set
forth in this Resolution, the Master Resolution is not amended, dtered, or rescinded and is in full
force and effect.

Section 7. PUBLIC NOTICE. It is hereby found and determined that each of the officers and
members of the Board was duly and sufficiently notified officidly and personadly, in advance, of the
time, place, and purpose of the Meeting at which this Resolution was adopted, and that this
Resolution would be introduced and congdered for adoption a sad Mesting; that sad Mesting was
open to the public, and public notice of the time, place, and purposed of sad Meeting was given, al
as required by Chapter 551, Texas Government Code.
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U T. System Approval of a Qualified Governnental
Excess Benefit Arrangenent for Enpl oyees Participating
in the Optional Retirenent Program Effective Ccto-

ber 1, 1997.--The Business Affairs and Audit Conmttee
recommended and the Board approved The University of
Texas System Qualified Governnental Excess Benefit
Arrangenent for enployees participating in the Optional
Retirement Program effective October 1, 1997, as set
forth bel ow

General Provision - In accordance with the
provi sions of Senate Bill 1460, enacted by
the 75th Texas Legislature, the Board hereby
establishes a Qualified Governnental Excess
Benefit Arrangenent (QGEBA) as provided under
Section 415(m of the Internal Revenue Code
of 1986, as anended, (the Code), for Optional
Retirement Program (ORP) participants. The
Board hereby del egates inplenmentation of the
QGEBA and authority to execute any necessary
and required docunents to the Chancellor or
hi s del egate.

The Smal | Business Job Protection Act enacted in

August 1996 created the Qualified Governnental Excess
Benefit Arrangenent under Section 415(m of the Code.
This provision allows enployees to receive the retire-
ment benefits they would otherw se be entitled to under
the Optional Retirenent Program notw thstanding the
limtations under Section 415 of the Code.

In effect, this arrangenent renoves the $30, 000 tax
deferred limtation under Section 415 of the Code for
enpl oyees enrolled in the ORP.

The 75th Texas Legi sl ature adopted the Section 415(m
provisions in S.B. 1460 whi ch was signed by Governor Bush
on June 17, 1997. Inplenentation of the QGEBA will all ow
the U T. Systemto inplement the changes to the Code to
reflect this benefit.
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U T. System Authorization for an Aggregate Anount
of Equi pnent Financing for Fiscal Year 1998 and Approval

of Use of Revenue Financing System Parity Debt, Receipt
of Certificate, and Finding of Fact with Regard to Fi nan-

cial Capacity.--The Board, upon reconmendation of the
Busi ness Affairs and Audit Comm ttee, approved an aggre-
gate financed anpbunt of $21, 681, 000 under the Revenue

Fi nanci ng System for equi pnment to be purchased in Fiscal
Year 1998 by the foll ow ng conponent institutions of The
University of Texas System

U T. Austin $5, 000, 000
U T. El Paso 710, 000
U T. San Antonio 1, 259, 000
U T. Medical Branch - Gl veston 8, 000, 000
U T. Health Science Center - Houston 2,200, 000
U T. MD. Anderson Cancer Center 3,272,000
U T. Health Center - Tyler 1, 040, 000
U T. System Admi ni stration 200, 000

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 Represen-
tative as set out on Page 58 , the Board resol ved that:

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

b. Sufficient funds will be available to
neet the financial obligations of the
U T. Systemincluding sufficient
Pl edged Revenues as defined in the Master
Resolution to satisfy the Annual Debt
Servi ce Requirenents of the Financing
Systemand to neet all financial
obligations of the Board relating to
t he Fi nanci ng System

C. To finance equi pment, the conponent
institutions which are “Menbers” as such
termis used in the Master 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 anmount of
$21, 681,000 for the purchase of equi pnent
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d. This resolution satisfies the official
intent requirenents set forth in Sec-
}IOI’] 1.150-2 of the U S. Treasury Regu-
ations.

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

|, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Anended and Restated Master Resolution tabl i shi ng
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991 and anended on
Cctober 8, 1993 (the "Master Resol ution"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5 (a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"Parity Debt" pursuant to the Master Resolution to finance
equi pnent cost at U T. Austin, U T. El Paso, U T.

San Antonio, U T. Mdical Branch - Galveston, U T. Health
Science Center - Houston, U T. MD. Anderson Cancer Center,
U T. Health Center - Tyler, U T. System Administration, and
do certify.that to the best of ny know edge the Board of
Regents is in conpliance with all covenants contained in the
Master Resolution, the First Supplemental Resol ution

Est abl i shing an I'nterim Fi nanci ng Program the Second

Suppl enental Resolution, the Third Suppl emental Resol ution,
the Fourth Supplenental Resolution, 'and the Fifth Suppl enent al
Resolution and is not in default of any of the terns,
provisions and conditions in said Mster Resolution, the First
Suppl enental Resolution, the Second Supplenental Resol ution,
the Third Supplenental Resolution, the Fourth Supplenental
Resolution, and the Fifth Suppl emental  Resol ution.

EXECUTED this day of /¢u1u;7 1997

Mﬂﬁaﬁw\

A551sta?(: Vice Chancellor for Finance




10.

U T. System Approval of Non-Personnel Aspects
of the Qperating Budgets for the Fiscal Year Ending
August 31, 1998, Including Auxiliary Enterprises, Gants

and Contracts, Designated Funds, Restricted Current
Funds, and Medi cal and Dental Services, Research and
Devel opnment Pl ans and Aut horization for the Chancell or
to Make Editorial Corrections Therein; and Approval of
Per manent University Fund Bond Proceeds Reserve All oca-
tion for Library, Equipnent, Repair and Rehabilitation
Proj ects. --Chancel | or Cunni ngham presented a conprehen-
sive overvi ew of the proposed Operating Budgets for The
University of Texas Systemfor the Fiscal Year ending
August 31, 1998. A copy of Chancellor Cunningham s
report is on file in the Ofice of the Board of Regents.

Foll owi ng Dr. Cunni ngham s presentation and upon recom
mendati on of the Academic Affairs, Health Affairs, and
Busi ness Affairs and Audit Committees, the Board approved
t he non- personnel aspects of the U T. System Operating
Budgets as |isted below for the Fiscal Year ending

August 31, 1998, Including Auxiliary Enterprises, Gants
and Contracts, Designated Funds, Restricted Current

Funds, and Medi cal and Dental Services, Research and
Devel opnent Pl ans and aut horized the Chancellor to nmake
editorial corrections therein with subsequent adjustnents
to be ratified by the U T. Board of Regents through the
i nstitutional dockets:

The University of Texas System Adm nistration
(i ncluding the Available University Fund)

The University of Texas at Arlington

The University of Texas at Austin

The University of Texas at Brownsville

The University of Texas at Dall as

The University of Texas at El Paso

The University of Texas - Pan Anerican

The University of Texas of the Perm an Basin

The University of Texas at San Antonio

The University of Texas at Tyler

The University of Texas Sout hwestern Medi cal
Center at Dall as

The University of Texas Medical Branch
at Gal veston

The University of Texas Heal th Science
Center at Houston

The University of Texas Heal th Science
Center at San Antonio

The University of Texas M D. Anderson
Cancer Center

The University of Texas Health Center
at Tyl er
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These budgets are a part of the Mnutes of this neeting
and the official copy is in bound Volune LIl entitled
Annual Budget for 1997-1998.

Furt her, Pernmanent University Fund Bond Proceeds in the
amount of $41, 000, 000 were appropriated fromreserves to
fund Library, Equi pnent, Repair and Rehabilitation Proj-
ects for Fiscal Year 1998.

In addition, the U T. System conponent institutions were
aut hori zed to purchase approved equi pnent itens and
library materials and to contract for repair and reha-
bilitation projects follow ng standard purchasi ng and
contracting procedures within approved dollar limts.
Substitute equi pnent purchases are to receive prior
approval by the Chancellor and appropriate Executive

Vi ce Chancel |l or and, where required, the U T. Board of
Regents. Transfers by the U T. System Adm nistration

of allocated funds to institutional control or to vendors

will coincide with vendor paynent requirenents. Final
approval of specific repair and rehabilitation projects
will be in accordance with Board established procedures

for construction projects.

Fiscal Year 1998 funds fromthese reserves not expended
or obligated by contract/purchase order within six nonths
after the close of Fiscal Year 1998 are to be avail able
for future Systemw de reall ocation unless specific

aut hori zation to continue obligating the funds is given
by the Executive Vice Chancellor for Business Affairs on
recommendati on of the chief admnistrative officer and

t he appropriate Executive Vice Chancell or.

See Page 2 related to approval of the personnel aspects
of the Qperating Budgets for the Fiscal Year ending
August 31, 1998.

See Page 89 regarding the extension of the six-year

Capital | nprovenent Program and approval of the Capital
Budget for Fiscal Years 1998 and 1999.
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11.

U T. System

Appr oval

of Transfer of Funds Between

Legi sl ative Appropriation Itens During the Bi enni um

Begi nni ng Sept enber

1, 1997.--1n order to provide for
the nost effective utilization of the General

Revenue

Appropriations during the biennium begi nning Septem

ber

1, 1997,

adopted by the Board:

the foll ow ng standard resol uti on was

RESCLUTI ON

Pursuant to the appropriate transfer provi-

sions of the General

Appropriations Act of
the 75th Legislature, it
that the State Conptroller

i s hereby resol ved
be requested to

make necessary transfers within the Legisl a-

tive Appropriations (and/or
Revenue Fund for each of

fromthe Genera

Cost Centers)

the foll owm ng conponents as authorized by

t he Chi ef Financi al

O ficers of The Univer-

sity of Texas Systeminstitution concerned:

The
The
The
The
The
The
The
The

Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas

University of
Uni versity of
Uni versity of
Uni versity of
Uni versity of
Uni versity of
Uni versity of
Uni versity of
The University of
The University of
Center at Dall as
The University of Texas
at Gal veston
The University of Texas
Center at Houston
The University of Texas
Center at San Antonio
The University of Texas
Cancer Center
The University of Texas
at Tyl er
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12.

U T. System Adoption of Resolution to Argonaut
Sout hwest | nsurance Conpany (Argonaut), Menl o Park,
California, to Guarantee Paynents Under a Rolling Oaner

Controll ed I nsurance Program (ROCIP). --Upon recomenda-
tion of the Business Affairs and Audit Conmittee, the
Board adopted the resolution to Argonaut Sout hwest

| nsurance Conpany (Argonaut), Menlo Park, California,

to insure The University of Texas System under a Rolling
Owmner Controlled I nsurance Program (ROCIP) as set forth
bel ow

RESOLUTI ON

VWHEREAS, Argonaut Sout hwest | nsurance Conpany
(Argonaut), Menlo Park, California, wll insure
The University of Texas System and ot her
persons under a Rolling Owmer Controlled

| nsurance Program (ROCI P) for various
construction projects managed by the O fice

of Facilities Planning and Construction;

WHEREAS, Pursuant to this ROCI P, Argonaut
will issue one or nore workers’ conpensation
i nsurance policies and conprehensive general
liability insurance policies that contain
conmbi ned $250, 000 per occurrence deducti bl es
that include allocated costs and i ndemity
paynments; however, such deductibles are
subject to aggregate limts of $2,959, 057
for the ROCIP

VWHEREAS, The Board of Regents of The University
of Texas System understands and agrees that
this | arge deductible ROCI P requires the pronpt
rei nmbursenent of suns advanced by Argonaut to
adj ust or pay clainms within the deducti bl es,
and the Board desires to guaranty to Argonaut
the pronpt reinbursenent of the deductibles for
the ROCI P; now, therefore, be it

RESOLVED, That the Board hereby guarantees to
Argonaut the pronpt repaynent of the suns
advanced by Argonaut to adjust or pay clains
within the deductibles for the ROCI P, subject
to the aggregate deductible limts for the
Program This guaranty shall remain fully

bi ndi ng al t hough Argonaut may wai ve one or
nore defaults of the insured or fail to
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exerci se any rights against the insured or
nodi fy one or nore terns of the ROCIP as
required by law or with the consent of The
University of Texas System and, be it further

RESOLVED, That the Board represents and
warrants to Argonaut that the funds necessary
to rei mburse Argonaut for the aggregate
deductible liability of the insured for the
ROCI P are included in the appropriations for
the project heretofore approved by the Board.

In an effort to effect greater cost control of construc-
tion projects within The University of Texas System the
O fice of Business Affairs has recommended partici pation
in a Rolling Owmer Controlled I nsurance Program (ROCl P)
for various construction projects nmanaged by the Ofice
of Facilities Planning and Construction. A ROCIP can be
the nost effective and i nexpensive nethod of insuring
liability exposures for |arge construction projects.

The ROCIP is attractive because it is econom cal and can
provi de contractors, as well as the owner, with uniform
coverage, higher limts, inproved clains adm nistration
and continuity of coverage through contract term

A detail ed explanation of the ROCIP, the need and purpose
for the resolution, the benefits of a ROCIP, and the
potential prem um cost savings for the projects had been
presented earlier to the Business Affairs and Audit and
Facilities Planning and Construction Conm ttees.

| NFORIVATI ONAL REPORT

U T. System Presentation of the June 1997 Monthly Fi nan-
cial Report.--M. R D. Burck, Executive Vice Chancellor for
Busi ness Affairs, reviewed the June 1997 Monthly Fi nanci al
Report for The University of Texas System and enphasi zed t hat
in this ten-nonth period there were no variances from budget
whi ch did not have reasonabl e expl anati ons.

A copy of The University of Texas System Monthly Fi nanci al
Report as of June 1997 is on file in the Ofice of the Board
of Regents.
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REPORT AND RECOMVENDATI ONS OF THE ACADEM C AFFAI RS COW TTEE
(Pages 64 - 83).--Commttee Chai rman 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. Board of Regents - Regents' Rules and Regul ati ons,
Part One: Anendnent to Chapter 111, Section 1, Subsec-
tion 1.8, Subdivision 1.83 (Acadenmic Titles).--Upon rec-
ommendati on of the Academ c Affairs and Health Affairs
Comm ttees, the Board anended the Regents' Rul es and
Regul ati ons, Part One, Chapter I1l, Section 1, Subsec-
tion 1.8, Subdivision 1.83, regarding acadenm c titles,
to read as set forth bel ow

1.8 Academc Titles.

1.83 The followi ng academc titles may al so be used
within University of Texas System conponent
institutions. Tenure cannot be awarded to a
person appointed to these ranks and, with the
exception of the ranks of Instructor and
Techni cal Instructor, academ c service within
these ranks cannot be counted toward the
satisfaction of any required probationary
period. Appointnents to these titles shal
be for a period of tinme not to exceed one
academ c year except in the case of Lecturer
or Senior Lecturer when, in individual cases,
appoi ntnent may be for periods of tinme not to
exceed three acadenmic years. |In individua
cases, as determ ned by a conponent
institution, full-tinme appointnment to a
clinical or research position with a title
aut hori zed by Subdivision 1.83(i) or
Subdi vision 1.83(j) may be for periods of tine
not to exceed three academ c years. Wth the
exception of the titles of Instructor and
Techni cal Instructor, such appointnents shal
termnate at the expiration of the stated
period of appointnment wthout the notification
of nonrenewal required by Subsection 6.7 of
this Chapter. |[If a conponent institution
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deternmines that it is to the benefit of the
institution, it may offer reappointnments to
these titles.

Thi s anendnent to the Regents’ Rules and Regul ati ons
provi des the opportunity for the appoi ntnent of clinical
or research faculty at academ c conponents with health-
related clinical progranms and at health conponents for
periods up to three years. The revision allows the
retention of superior clinical or research faculty within
The University of Texas System by providing nore job
security than the current annual appoi ntnment system
permts and allows additional flexibility to respond to
t he needs of nontenured faculty in health prograns. It
is anticipated that only senior faculty will be offered
mul tiple year appointnents. These appointnents will not
be considered as tenure or termtenure.

U T. Board of Regents - Regents’ Rules and Regul ati ons,
Part One: Approval to Anend Chapter |11, Section 6,
Subsection 6.3 (Tenure, Pronotion, and Term nati on of
Enpl oynent) . --The Board, upon recommendation of the
Academic Affairs and Health Affairs Comm ttees, anmended
the Regents’ Rules and Regul ations, Part One, Chap-

ter 111, Section 6, Subsection 6.3, regarding tenure,
pronotion, and term nation of enploynent, to read as
fol |l ows:

Sec. 6. Tenure, Pronotion, and Term nati on of Enpl oy-
ment .

6.3 Termnation by an institution of the
enpl oynent of a faculty nmenber who has
been granted tenure and of all other
faculty nenbers before the expiration
of the stated period of appointnent,
except as is otherwi se provided in
Subdi vi sion 6.26 and Subsections 6.(11)
and 6.(12) or by resignation or
retirement, will be only for good cause
shown. In each case the issue will be
determ ned according to the equitable
procedures provided in this Subsection.
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6. 31

The chief adm nistrative officer
shall assure that all allegations
agai nst a faculty nenber that

i nvol ve the potential for

term nation are reviewed under the
direction of the chief academc

of ficer unless another officer is
desi gnated by the chi ef

adm nistrative officer. The faculty
menber who is the subject of the

al | egations shall be given an
opportunity to be interviewed prior
to a determ nation by the chief
acadenmi c of ficer whether the

al | egati ons are supported by

evi dence that constitutes good cause
for termnation. The chief academ c
officer will recomend to the chief
adm ni strative officer whether to
proceed with charges for
termnation. A tenured faculty
menber who i s reconmended for

term nation on the basis of periodic
eval uati on nmust be given the
opportunity for referral of the
matter to nonbinding alternative

di spute resolution, as required by
Texas Education Code Section 51.942
and in conpliance with applicable
U T. Systemand institutional
policies and procedures for
alternative dispute resolution
prior to referral of the charges to
a hearing tribunal under

Subsection 6.33. A faculty nenber
under review for matters that may
result in charges for termnation
may file a grievance pursuant to a
faculty grievance procedure only if
the subject of the grievance is not
involved in the review. A pending
gri evance may proceed only if it
does not involve a subject under
revi ew.
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Senate Bill 149, passed by the 75th Texas Legi sl ature,
Regul ar Session, adds a new Section 51.942 to the Texas
Educati on Code, requiring the periodic perfornmance eval -
uation of tenured faculty, consistent with Regental

Qui del i nes for Periodic Performance Eval uation of Tenured
Faculty. The legislation requires that a faculty nmem
ber subject to termnation on the basis of the periodic
eval uati on process be provided an opportunity for

referral of the matter to a nonbinding alternative

di spute resol ution process.

Senate Bill 694, also passed by the 75th Texas Legi sl a-
ture, Regul ar Session, encourages each state agency to
adopt policies and procedures for alternative dispute
resolution “that are consistent with the policies and
procedures of other state agencies.” The Ofice of
General Counsel is currently review ng the devel opnent
of appropriate alternative dispute resolution policies.

See Page 8 related to the revision of the Guidelines
for Periodic Performance Eval uation of Tenured Faculty.

U T. Board of Regents - Regents’ Rules and Regul ati ons,
Part One: Anendnents to Chapter VI, Section 6, Subsec-
tion 6.6, Subdivisions 6.61 and 6.62 (Solicitation) and
Section 10 (Anonynous Publications).--The Academ c
Affairs and Health Affairs Comm ttees recomended and

t he Board anended the Regents’ Rules and Regul ati ons,
Part One, Chapter VI, Section 6, Subsection 6.6, Subdivi-
sions 6.61 and 6.62, regarding solicitation, and Sec-
tion 10, regardi ng anonynous publications, to read as set
forth bel ow

Sec. 6. Use of University Facilities. This Section
applies only to property, buildings, and
facilities owned or controlled by the U T.
System or conponent institutions that are
mai nt ai ned and used for progranms and activities
related to the role and m ssion of the U T.
System or conponent institutions.
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6.

6

Solicitation.--The term“solicitation” neans

the sale, lease, rental or offer for sale,

| ease, rental of any property, product,

nmer chandi se, publication, or service, whether

for imediate or future delivery; an ora

statenment or the distribution or display of
printed material, nerchandi se, or products that
is designed to encourage the purchase, use, or
rental of any property, product, nerchandi se,
publication, or service; the oral or witten
appeal or request to support or join an

organi zation other than a registered student,

faculty, or staff organization; the receipt of

or request for any gift or contribution; or the
request to support or oppose or to vote for or
agai nst a candi date, issue, or proposition
appearing on the ballot at any election held
pursuant to state or federal |law or |oca

or di nances.

6.61 No solicitation shall be conducted on any
property, street, or sidewalk, or in any
bui |l di ng, structure, or facility owned or
controll ed by any conponent institution
or the U T. Systemunless permtted by
the Regents' Rul es and Regul ations. The
follow ng activities shall not be deened
solicitations prohibited by this
Subsecti on when conducted i n accordance
with the approved rules and regul ati ons
of the U T. Systemor the conponent
institution. Such activities nust be
conducted in a manner that does not
disturb or interfere with the academ c
prograns or adm nistrative activities of
the U. T. System or the conponent
institution or any programor activity
that is conducted by or is authorized by
the U. T. System or conponent
institution; does not interfere with
entry to or exit froma buil ding,
structure, or facility; does not
interfere with the flow of pedestrians or
vehi cular traffic on sidewal ks or streets
or at places of ingress and egress to and
fromproperty, buildings, or facilities;
does not harass, enbarrass, or intimdate
the person or persons being solicited;
and does not violate applicable state,
federal, or local laws or regul ations:
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(f)

(p)

The coll ection of contributions or
the sal e of nmerchandi se, food, or
nonal cohol i ¢ beverages by the
students' association or by a

regi stered student, faculty, or
staff organization. A students’
association or a registered student,
faculty, or staff organi zation may
not conduct such solicitation
activities on behalf of or for the
benefit of any individual,

associ ation, organization,
corporation, or group of individuals
that is not registered as a student,
faculty, or staff organization or
that is not otherw se qualified
under the criteria of Item (i) of
Subdi vi sion 6.61 to conduct
solicitation. In the case of
specific drives for disaster relief,
the chief student affairs officer of
the institution may approve a drive
that conplies with all other

requi renents of Subsection 6. 6.

The distribution or presentation to
of ficers and enpl oyees of the U T.
System and conponent institutions of
material related to health benefit
plans, life insurance, tax sheltered
annuities, retirenment plans or
prograns, or other benefits that are
avai l abl e to such officers and

enpl oyees t hrough enpl oyee benefit

pl ans or prograns offered by or
approved by the U T. System Such
material nay be distributed or
presented only at the Ofice of
Human Resources of the U T. System
or conponent institutions, at the
benefits office of a health

prof ession practice plan of a health
component institution, or at

nmeeti ngs schedul ed for that purpose
pursuant to guidelines established
by the U T. System Ofice of Human
Resour ces.
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(s)

The di splay and distribution of
printed material fromtables or
boot hs by providers of services that
are commonly utilized by students,
faculty, and staff of a conponent
institution, such as financia
institutions, |ong distance

t el ephone carriers, utilities,
housi ng | ocators, printers and
duplicators, tutors, or enploynent
agencies. A conponent institution
may desi gnate no nore than two one-
day periods each academ c year
during which all authorized

provi ders may engage i n such
activities in an area sel ected by
the conponent institution. The
nunber of providers authorized to
partici pate on each of the two one-
day periods will be determ ned by
the conponent institution. The
activities of a provider nust be
limted to the tinme and pl ace

desi gnat ed by the conponent
institution and nust be conducted in
conpl i ance with Subdivision 6.61 and
ot her gui delines specified by the
conmponent institution. A provider
may not make sal es of or take orders
for services. The conponent
institution shall charge an
appropriate fee for the privilege of
conducting such activities. Any
provi der who viol ates the Regents’
Rul es and Regul ations or the rules
and regul ati ons of the conponent
institution in the course of such
activities or who has violated a
provi sion of the Regents' Rules and

Regul ati ons or the rules and
regul ati ons of the conponent
institution during the twelve-nonth
peri od preceding a day desi gnated by
t he conponent institution for
activities authorized by this
subdi vi sion shall not be permtted
to participate in such activities.
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(t)

A conponent institution my

desi gnate a reasonabl e nunber of
areas immedi ately adjacent to the
exterior of a facility used for
intercollegiate athletic events and
may aut horize such areas to be used
for the display of notor propelled
vehicles and for the | ocation of
boot hs, tables, or kiosks to be used
for the display of nerchandi se, the
di stribution of free sanpl es of

mer chandi se, and the display and

di stribution of printed nmateri al

rel ated to nerchandi se, products, or
services. Such activities may be
aut hori zed only on the day before
and the day of an intercollegiate
athletic event or an event that is
related to athletics that takes
place in the facility. A conponent
institution nay designate a
reasonabl e nunber of areas inside a
facility used for intercollegiate
athletic events for such activities
i f the designation and use of the
area i s approved by the safety

of ficer of the conponent

institution. Al persons engaged in
or associated with such displays and
di stributions nmust conduct those
activities in conpliance with
Subdi vi sion 6.61 and with other
gui del i nes specified by the
conmponent institution. Such persons
may not make sal es of or take orders
for such vehicl es, nerchandi se,
products, or services. The
conmponent institution shall charge
an appropriate fee for the privilege
of using such areas. |f persons
engaged in such activities violate
the Regents' Rul es and Regul ati ons
or the rules and regul ati ons of the
conmponent institution, such persons
and any entity that they are acting
for shall not be permtted to engage
in activities under this subdivision
for a twelve-nonth period.
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(u)

(v)

In the course of an el ection process
hel d pursuant to the approved
constitution, bylaws, or election
code of the faculty governance
organi zati on or of the student
government organi zation of a
conponent institution or an el ection
hel d pursuant to the approved rul es,
regul ations, or policies of a
conmponent institution, requests my
be made to support or to vote for or
agai nst a qualified candidate for an
office or position to be filled at
such el ection or to support or to
vote for or against a proposition to
be decided at such election. Such
request may be nade only by the
candi dates for an office or

position; by a registered student,
faculty, or staff organization and
its menbers; or by a student,
faculty nmenber, or staff nmenber.

I ndi vi dual s and organi zati ons neki ng
such requests nust conduct al
activities in conpliance with the
approved tinme, place, and manner
regul ati ons of the conponent
institution; the provisions of the
constitution, bylaws, election code,
rul es, regulations, or policies

aut hori zing the el ection; and

Subdi vision 6.61. No faculty
menber, staff nenber, or student
enpl oyee nmay engage in such
activities during any period that he
or she is being paid to perform
services for a conponent

institution.

The request to support or to vote
for or against a candidate for an

el ective position or office or for
or against a proposition on a ball ot
for a public election held pursuant
to federal, state, or local |aws
when such request is nmade by a

regi stered student, faculty, or
staff organization, or by a student,
faculty nmenber, or staff menber.
Persons or organi zati ons nust
conduct such activities in
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6.

62

conpl i ance with Subdivision 6.61;
with the tine, place, and manner
regul ati ons of the conponent
institution; with the provisions of
federal, state, or local |aws
governi ng such el ection; and may not
use any equi pment, supplies, or
services of a conponent institution.
No faculty nenber, staff nenber, or
student enpl oyee nay engage in such
activities during any period that he
or she is being paid to perform
duties for a component institution.
No registered student, faculty, or
staff organi zation that receives
state funds from any source may
engage in such activities.

Al'l perm ssible solicitation nust be
conducted in conpliance wth Subdivi -
sion 6.61 and the tinme, place, and manner
regul ati ons of the conponent institution.
If, after reasonable investigation, it

is determ ned that inperm ssible
solicitation is being or has been
conducted or that permssible
solicitation is being or has been
conducted in violation of the Regents'

Rul es and Regul ati ons or the approved
rules and regul ations of the U T. System
or conponent institution (1) a student, a
faculty nmenber, or a staff nenber will be
subj ect to such disciplinary penalty as
may be appropriate, and (2) a students’
association or a registered student,
faculty, or staff organization shall be
prohibited fromsolicitation for such
period or periods of tinme as may be
appropriate. In the case of repeated
violations, the registered status of the
organi zati on may be cancel |l ed or other
appropriate penalties nay be inposed.

Any penalty or penalties nmust be inposed
pursuant to the due process procedures of
appl i cabl e Regents’ Rul es and Regul ati ons
or approved rules and regul ations of the
U T. System or conponent institution.
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Sec. 10. Anonynous Publi cations. --Anonynous publications
are prohibited, and any i ndividual or
organi zati on publishing or aiding in
publ i shing, or circulating or aiding in
circul ating, any anonynous publication wll
be subject to disciplinary action.

These anmendnents to the Regents’ Rules and Regul ati ons,
Part One, Chapter VI, Section 6, Subsection 6.6, regard-
ing solicitation, elimnate duplicative provisions and
clarify a major revision of the Regents’ Rules and
Regul ati ons adopted by the U T. Board of Regents in

May 1996. Provisions permtting additional specific
solicitation activities as requested by The University of
Texas System conponent institutions have al so been added.

The anmendnents to Section 10 regardi ng anonynous publi -
cations clarify that expectations with regard to anony-
nmous publications apply to all nmenbers of the University
comunity.

U T. System Delegation of Authority to Chief Adm n-
istrative Oficers for Limted Waiver of Fees for

Di stance Learning or O her Of-Canpus Courses.--In com
pliance with House Bill 1907 passed by the 75th Texas
Legi sl ature, Regul ar Session, the Board, upon recom
mendati on of the Academic Affairs and Health Affairs
Comm ttees, pending devel opnent of a System w de policy,
del egated to the chief adm nistrative officer at each
conponent institution of The University of Texas System
authority for the limted waiver of an institution s fees
under the follow ng conditions:

a. A student is enrolled only in distance
| earni ng courses or other off-canpus
courses of the institution

b. The student cannot reasonably be expected
to use the activities, services, or facili-
ties on which the fee is based, and

C. The wai ver of the fee will not materially
inmpair the ability of the institution either
to service any debt on which the fee is
based or to offer or operate the particul ar
activity, service, or facility supported by
t he fee.

74



The Vice Chancellor for Tel ecommuni cations and I nforma-
tion Technology will work with representatives of the
conponent institutions during the Fall Senester 1997 to
devel op a Systemw de policy for the charging of fees
related to the provision of courses using the distance
| earning format to include waiver provisions.

U T. System Adoption of a Regental Policy on
Procedures for Establishing Adm ssions Policies and
Criteria for Award of Schol arshi ps and Fel | owshi ps. --
The 75th Texas Legislature, Regul ar Session, passed
House Bill 588 which added Subchapter S (Sec-

tions 51.801-51.809) to the Texas Educati on Code. Sub-
chapter S specifies the paraneters for adm ssion of new
freshman students and requires governi ng boards to adopt
witten policies for transfer adm ssions, adm ssion to
graduat e and professional prograns, and the award of
conpetitive schol arshi ps and fell owships. The adm s-
sions policies and criteria for award of schol arshi ps/
fell owships are to be effective beginning with appli-
cations for adm ssion in the Fall Senester 1998. Thus,
requi renents that the adm ssions policies be published a
year prior to the senester for which a student applies
cannot practically be net in the first year. The inten-
tion is that proposed institutional policies will be
submtted for adm nistrative approval in |ate Septem
ber 1997 for inclusion, as reconmended catal og changes,
in the respective institutional dockets for the Novem
ber 1997 U. T. Board of Regents’ neeting.

The proposed Regental policy specifies that the institu-
tional adm ssions and schol arship policies nmust conply
with the new | aw and specifically assigns to the chief
adm nistrative officers the responsibility for an annual
consi deration of the percentage of new freshman students
to be admtted automatically. Criteria proposed for the
award of schol arships and fell owshi ps nust be consi stent
wi th any conditions placed on a private gift or endowrent
by the donor(s).

In accordance therewith and upon reconmendati on of the
Academ c Affairs and Health Affairs Commttees, the
Board adopted the Regental policy on Procedures for

Est abl i shing Adm ssions Policies and Criteria for Award
of Schol arshi ps and Fel | owshi ps within The University of
Texas System as set out on Pages 76 - 77.
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Procedures for Establishing Adm ssions Policies and
Criteria for Award of Schol arshi ps and Fel | owshi ps

The Texas Educati on Code (Chapter 51, Section 51.352)
assigns responsibility to governing boards to "set
canpus adm ssion standards consistent with the role
and m ssion of the institution and considering the
adm ssion standards of simlar institutions. . .

In addition, Chapter 51 (Subchapter S) establlshes
gui del ines for adm ssion of freshman students and
requires that institutions of higher education adopt
gui del ines for adm ssion of students to other prograns
and for awardi ng of conpetitive schol arshi ps and

fell owshi ps.

The policies governing adm ssion to acadeni c prograns

and award of institutional conpetitive schol arshi ps and
fell owshi ps shall be designed to maxim ze opportunity and
access for all Texans, within paraneters established by
appl i cabl e | aws.

Adm ssions Criteria

A. Each covered institution shall adopt a policy for
adm ssion of first-tine freshman students that
incorporates criteria that are consistent with
t he Texas Educati on Code, Sections 51.803, 51.804,
and 51.805. The adm ssions policy nust provide, in
keeping with regul ati ons pronul gated by the Texas
Hi gher Education Coordi nati ng Board, for automatic
adm ssion for students who have graduated in the
top ten percent of the graduating class from an
accredited Texas high school. For students who
do not qualify for automatic adm ssion, the policy
shal |l specify the criteria which wll be considered
in maki ng the adm ssion deci si on.

B. Each covered institution shall also adopt policies
for adm ssion of transfer students and for adm ssion
to graduate, postgraduate, and/or professional
progr ans.

Award of Schol arshi ps and Fel | owshi ps

For the award of institutional conpetitive schol arships
and fell owshi ps, each covered institution shall adopt
policies that identify the criteria to be considered in
maki ng t he awards.
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VI .

In keeping with the requirenent of the Texas Education
Code, Section 51.804, that governing boards determ ne
for each academ c year whether autonmatic adm ssion to a
general academ c conponent shall be granted to students
who graduate in the top 25 percent of their graduating
class, the responsibility for this annual determ nation
is delegated to the chief admnistrative officer of each
institution covered by this policy. |If a change in the
adm ssions policy is proposed, U T. Board of Regents’
approval would foll ow established procedures for adm n-
istrative approval and inclusion in the institutional
docket .

The adm ssions policies and criteria for award of

schol arshi ps and fell owshi ps shall be included in the
institutional catalog(s) and shall otherw se be avail able
to the public on request. Changes in adm ssion policies
nmust be made and publicized a year prior to the beginning
of the senmester or termfor which persons are being
admtted. Changes in policies for award of conpetitive
schol arshi ps/fell owshi ps nmust be adopted and publicized
prior to the deadline for which the applications are
recei ved.

Regental approval of the initial policies and subsequent
anmendnents, if any, shall be nade via adm nistrative
revi ew and approval by the appropriate Executive Vice
Chancel lor for inclusion in the institutional catal og(s).
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6.

U T. System Approval of a Regental Policy on Student

Participation in Sel ection and Monitoring of Food Service

Contractors. --Approval was given to the Regental policy

on Student Participation in Selection and Monitoring of
Food Service Contractors for The University of Texas
System as set forth bel ow

Student Participation in Selection
and Monitoring of Food Service Contractors

As required by the Texas Educati on Code, Sec-
tion 51.945, each U T. System general academ c
conponent institution and each heal th conponent
institution which offers degree prograns shal

i nclude as part of the respective institutional
Handbook of Operating Procedures by Decem

ber 1, 1997, a policy and procedure for student
participation in the selection and nonitoring of
food service vendors which contract to provide
regul ar and ongoi ng food or beverage services
for students. The policies, at a m ninum shal
provi de for:

A. Meani ngful input from student patrons in the
initial selection or the renewal of a contract
of a food service vendor, including input in
t he devel opnent of desired qualifications of
food service providers.

B. Inclusion in a food service contract of
a commtnment by the vendor to hold periodic
nmeetings or forums for student patrons to
di scuss the performance of the food service
provi der.

The policies are intended to cover contracts for
food and beverage services located in or in con-
junction with student unions, residence halls, or
canpus-w de cafeterias, and contracts for vendi ng
machi ne food and beverage services. Contracts with
vendors for concessions at athletic facilities, food
services for special events, hospital food services,
or faculty/staff dining facilities do not require
policies for student involvenent.

78



[11. The institutional policies and procedures which
i npl ement this requirenent are subject to
approval by the appropriate Executive Vice
Chancel lor for inclusion in the institutional
Handbook of Operating Procedures.

The 75th Texas Legi sl ature, Regul ar Session, added Sec-
tion 51.945 to the Texas Education Code to be effective
Septenber 1, 1997. The Act requires that a governing
board of an institution of higher education devel op and

i npl enent policies that provide for students at the
institution to have an opportunity to appear before a
commttee or other entity that determ nes whether a food
service provider should be selected or retained. The new
| aw al so states that a contract with a food service

provi der shall include a provision for periodic student
input into the performance of the contractor. Simlar to
ot her policy delegations, the inplenentation of this
Regental policy will be delegated to the chief adm nis-
trative officers and the appropriate Executive Vice Chan-
cell or.

U T. Austin: Approval to Establish the Center for
Anerican Hi story Advisory Council [Regents’ Rules and
Regul ati ons, Part One, Chapter VII, Section 3 (The

Advi sory Councils of a Conponent Institution)].--Upon
recomrendati on of the Academic Affairs Commttee, the
Board established the Center for American History

Advi sory Council at The University of Texas at Austin,

wi th 30 nmenbers, pursuant to the Regents’ Rules and
Regul ati ons, Part One, Chapter VII, Section 3, regarding
the advisory councils of a conponent institution.

The m ssion of the Center for American Hi story Advisory
Council at U T. Austin wll be:

a. To assist the Center for American History
in pronoting throughout the state and nation
the Center’s library, archive, and nuseum
collections and its prograns on the his-
torical devel opnent of the United States

b. To assist the Center in identifying sources
of private funding to support and expand
t hose col |l ections and prograns, giving
special attention to creating endowrents for
the acquisition of collections and the
i npl ementati on of special prograns that
requi re fundi ng beyond standard budget
sour ces
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8.

C. To help identify, solicit, and acquire
hi storical collections appropriate for
the Center

d. To provi de advice on Center prograns.

U T. Dallas: Authorization to Establish a Master of
Science in Applied Economcs, a Master of Science in
Geographic Informati on Sci ences, and a Master of Science
and a Master of Arts in Applied Sociology and to Submt
t he Degree Prograns to the Coordinating Board for
Approval (Catal og Change).--Authorization was granted

to establish four Master’s degree prograns at The Uni ver-
sity of Texas at Dallas, including a Master of Science
in Applied Econom cs, a Master of Science in Geographic
I nformati on Sci ences, and a Master of Science and a
Master of Arts in Applied Sociology, and to submt the
proposed prograns to the Texas Hi gher Education Coordi -
nating Board for review and appropriate action. The
degree prograns are consistent wwth U T. Dallas’
approved Tabl e of Prograns and the institutional stra-
tegic plan.

The Master’s-level prograns were devel oped by the U T.
Dal | as School of Social Sciences and will require from
34 to 36 senester credit hours of work with 12 to

30 hours of required core courses and the remai nder in
prescri bed el ectives. Courses which are part of the
required core in one programnay al so serve as prescribed
el ective courses in one or nore of the other prograns.
The three Master of Science prograns are designed to
prepare professional practitioners while the Master of
Arts degree is designed as a term nal degree of a nore
general nature. In all of the prograns, there is an
interdisciplinary social science enphasis. Al are
closely linked to the correspondi ng under graduate pro-
gr ans.

Only three new regul ar, organi zed classes will be added
to the curriculumto support these four degree prograns.
One addi tional course designation for independent study
wi |l be established and three new courses added to the
curriculumfor other purposes will be nade available to
support the MS. in Applied Econom cs. The renaining
courses for these four degree prograns are already part
of the University' s graduate course inventory. Conse-
guently, the collective cost of adding the four prograns
is less than $200, 000 per year when all prograns are
fully operational.
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Upon approval by the Coordinati ng Board, the next appro-
priate catal og published at U T. Dallas will be anended
to reflect this action.

U T. EIl Paso: Establishnment of a Doctor of Phil osophy
Degree in History and Authorization to Submt the Degree

Programto the Coordi nati ng Board for Approval (Catal og
Change) . -- The Board, upon recommendati on of the Academ c
Affairs Conmttee, established a Doctor of Philosophy
degree in History at The University of Texas at El Paso
and aut hori zed subm ssion of the proposal to the Texas
Hi gher Education Coordi nating Board for review and
appropriate action. The degree is consistent with U T.
El Paso’ s approved Table of Prograns and institutional
plans for offering quality degree prograns to neet
student needs.

The Ph.D. in History at U T. El Paso wll focus on the
hi story and culture of the U S./Mexico border |ands
and will prepare scholars both for college teaching and
public history positions. All students in the program
will be required to do original research for a disser-
tation related to the history of the U S./Mexico border
area. To prepare for that research, students wll take
bl ocks of courses in Border History and Met hods of

Hi storical Research. In addition, students will take
courses in tw other teaching fields such as U S. or
Latin Anerican history and will master a | anguage appro-
priate for the research project.

The University, which has 18 professors in history who
will participate in the program plans to hire only one

additional faculty nenber. |In addition, the University
has identified 12 distinguished faculty in closely
related fields who will contribute to the program

Upon Coordi nating Board approval, the next appropriate
catal og published at U T. El Paso wll be anmended to
reflect this action.
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10.

U T. Pan Anerican: Approval to Establish a Mster

of Science Degree in Nursing with a Fam |y Nurse
Practitioner Track and to Submt the Degree Programto
the Coordinating Board for Approval (Catal og Change). --
Approval was given to establish a Master of Science
degree in Nursing with a Fam|ly Nurse Practitioner track
at The University of Texas - Pan Anerican and to submt
t he proposal to the Texas Hi gher Educati on Coordi nating
Board for review and appropriate action. The degree
program conpl enments the existing Master of Science in
Nursing and is consistent with U T. Pan Anerican’s
approved Table of Prograns and institutional plans for
offering quality degree prograns to neet student needs.

The curriculumfor this new track builds on the existing
Master of Science in Nursing program but adds to its
clinically oriented courses a m ni num of 750 hours of
supervised clinical practice. Students admtted to the
program are required to have had a m ni mum of one year

of experience as a practicing registered nurse prior to
adm ssion. The curriculumneets all of the standards of
the State of Texas and of | eading national organizations.

The University plans to admt only twelve new students
each year, a nunber which is determined by the imted
capacity to provide appropriate clinical education.

The University has an adequately prepared faculty to
initiate the program Three doctorally qualified nurse
practitioner faculty will carry the primary responsi -
bility for the programwhile additional naster’s-|evel
prepared nurse practitioners will play critical roles,
especially in the supervision of student nurses in the
advanced practice phase of the curricul um

Upon approval by the Coordinating Board, the next appro-

priate catal og published at U T. Pan Anerican will be
anmended to conformto this action.
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11. U. T. San Antonio: Establishnment of a Doctor of
Educati on Degree in Educational Leadership and
Aut hori zation to Submt the Degree Programto the
Coordi nati ng Board for Approval (Catal og Change). --Upon
recommendati on of the Academic Affairs Cormittee, the
Board established a Doctor of Education degree in
Educati onal Leadership at The University of Texas at San
Ant oni o and approved subm ssion of the proposal to the
Texas Hi gher Education Coordinating Board for review and
appropriate action. \Wile the degree programis consis-
tent with the Table of Prograns approved by the U T.
Board of Regents, the Table of Prograns approved by the
Texas Hi gher Education Coordinating Board for U T. San
Antonio will require anmendnent.

The Doctor of Education in Educational Leadership will be
adm nistered in the D vision of Education of the Coll ege
of Social and Behavioral Sciences at U T. San Antonio

t hrough a doctoral studies commttee conprised of faculty
qualified to supervise dissertations in this field.

M nimum requi renments for the degree are a satisfactory
doctoral dissertation and 60 senmester credit hours of
regul ar formal course work, including 9 senester credit
hours of a cultural core and 18 senester credit hours

of | eadership core courses. |In addition, students wl|
take 12 senester credit hours in either Admnistrative
Leadership or Instructional Leadership. Students wll
enter the programas a cohort and will proceed through
the initial part of the programin the cohort before

begi nning a nore individualized portion of study.

Upon Coordi nati ng Board approval, the next appropriate
catal og published at U T. San Antonio will be anmended
to reflect this action.

12. U. T. Board of Regents: Presentation of Certificate of
Appreciation (Wthdrawn).--The itemrelated to presen-
tation of a certificate of appreciation was w thdrawn.
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REPORT AND RECOMVENDATI ONS OF THE HEALTH AFFAI RS COW TTEE
(Pages 84 - 88).--1n the absence of Comm ttee Chairman
Loeffler, who was excused because of a previous conmm tnent,
Regent Oxford, a menber of the Health Affairs Commttee,
reported that the Health Affairs Commttee had net in open
session to consider those matters on its agenda and to
formul ate recommendations for the U T. Board of Regents.
Unl ess otherw se indicated, the actions set forth in the

M nute Orders which follow were recomrended by the Health
Affairs Commttee and approved in open session and w thout

objection by the U T. Board of Regents:

1.

U T. Health Science Center - Houston: Redesignation of

the Adrien and d adys Drouil het Lecture Series in Oph-
t hal nol ogy as the Adrien and d adys Drouil het Visiting
Pr of essorshi p i n Opht hal nol ogy. - - Upon reconmendati on of
the Health Affairs Conmittee, the Adrien and d adys
Drouil het Lecture Series in Ophthal nol ogy at The Uni -
versity of Texas Health Science Center at Houston was
redesi gnated as the Adrien and G adys Drouil het Visit-
i ng Professorship in Ophthal nol ogy. Funds for the
endownent will continue to be held and adm ni stered by
t he Hermann Eye Fund, Houston, Texas (an external

f oundati on).

The endowrent was established by John H and Adrien F.
Drouil het to honor their parents by bringing a noted
ophthalmc clinician or vision scientist as a visiting
prof essor to the annual ophthal nol ogy al umi confer-
ence held at the conponent institution. Al though the
desi gnati on of an endownent as a Visiting Professorship
is an exception to U T. Board of Regents’ policy, this
redesignation will better serve the original intentions
of the donors and the Departnent of Ophthal nol ogy of the
U. T. Medical School - Houston by insuring the ability
to continue to attract outstanding professionals to this
annual conference.

U T. Board of Regents: Presentation of Certificate of
Appreci ation to Thomas N. Janes, MD., President of The
Uni versity of Texas Medical Branch at Gal veston. - - Regent
Oxford noted that this would be the last tine that
Thomas N. Janmes, M D., President of The University of
Texas Medical Branch at Gal veston, would be representing
that institution before the Board of Regents and call ed
on Chairman Evans to present a certificate of apprecia-
tion to Dr. Janes.
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Comments by Chairman Evans
Regardi ng President Thonmas N. Janes

In the decade that Tom James has been President of The
University of Texas Medical Branch at Gal veston, a
remar kabl e renai ssance has taken place. Although

al ways a center of innovation in academ c nedicine --
and especially recognized for its fine teaching and
patient-care progranms -- UTMB over the nost recent
decade has al so energed as a mmj or center of scien-
tific research. Recent advances in scientific

i nvestigation on the canpus -- advances due in |arge
part to the dedicated efforts of Dr. James -- have

el evated the University to new | evel s of interna-
tional renown and have been anbng the University’'s
nost not abl e achi evenents.

. In collaboration with The Sealy & Smith
Foundati on, there has been the creation
of a $50 m I lion research endowrent on
the UTMB canpus and an al nost threefold
increase in external funding for research.

. Four Wirld Health Organization Col | abor at -
ing Centers have been created on the
canpus to further investigations in car-

di ovascul ar research, international health,
tropi cal disease and nursing devel opnment
through primary health care.

. Two em nent virologists from Yale Univer-
sity have joined UTMB and with them cane
their internationally renowned arbovirus
| abor at ory.

. An unprecedent ed expansi on of research
facilities has been conpl eted, including
the construction of an 11-story nedi cal
research tower designed specifically for
| aborat ories requiring high-tech research
support.
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Private fund devel opnent at UTMB has al so experienced
substanti al advancenent under Tonis | eadership.

. The nunber of endownents has nore than
doubl ed to fund University prograns that
ot herwi se m ght not receive the support
they need to survive. These endowrents
are valued at over $130 million.

. Dr. Janes also directed the planning and
i npl enentation of the University s year-
| ong Centennial celebration and with it
t he successful conpletion of the $276 m | -
| i on Centennial Canpaign.

. The addition of 23 new academ c chairs
and 16 new professorships for the Univer-
sity’ s distinguished faculty represents
an acconpl i shnment of which Tomis espe-
cially proud.

Ever the dedi cated physician, Dr. Janes has al so sought
ways to inprove and build UTMB' s patient-care resources
with the nost technol ogically advanced energency room
facility in the world, a new $40 nmillion Shriners Burns
Institute, and a network of community-based clinics

pl anned with special attention to the underserved.

Under President Janes’ direction, UTMB has been recog-
ni zed as a national nodel for other nedical universi-
ties as a result of a nunber of innovative academ c,

patient-care, research and comrunity service prograns.

Presi dent Janes has not been alone in his work on behal f
of the University, however. Hi s lifelong hel pmate and
partner, d eaves, has been a | eader in her own right as
the "first lady of UTMB." Together they have joined in
support of the Ronald McDonal d House, the American Cancer
Soci ety and the Anmerican Heart Association and have
shared a | eadership role in preserving and showcasi ng

Gal veston’s history.

Academ ¢ nedi ci ne today is about the "survival of the
fittest” and thanks to Tomi s distinguished service as
President, UTMB is anong the "fittest” of our nation’s
nmedi cal universities. At a tine when the future of many
centers of academ c nedicine may hang in the bal ance,
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t he Medi cal Branch -- because of Tomi s | eadership --

can face the future with strength, pride and confidence,
as well as the resources to continue its vital role in
heal t h professions education, patient care and research.
We coul d not be nore pleased that you have chosen to
remain a part of the UTMB community and to continue as

a di stingui shed nmenber of the faculty.

Pl ease accept this certificate of appreciation as a small

t oken of our sincere gratitude for your dedicated and
exceptional service to the U T. Medical Branch -

@Gl vest on.

CERTI FI CATE OF APPRECI ATI ON

The Board of Regents
Expresses to
THOVAS N. JAMES, MD., MACP
Its Sincere Appreciation for His
Di stingui shed Service and Qutstandi ng Contributions
to
The University of Texas System
as
Presi dent
Prof essor of Internal Medicine
Pr of essor of Pat hol ogy
and
Director, Wrld Health Organi zati on Cardi ovascul ar Center
at
The University of Texas Medical Branch at (Gal veston
1987 - 1997
Adopt ed by unani nous vote this 14th day of August 1997

(signed by all menbers of the Board)
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Presi dent Janes received a standing ovation and gra-
ciously accepted this accol ade and expressed his sincere
appreciation to the Board for the opportunity to serve The
University of Texas System

88



REPORT AND RECOMVENDATI ONS OF THE FACI LI TI ES PLANNI NG AND
CONSTRUCTI ON COWMWM TTEE (Pages 89 - 97).--Conm ttee Chairnman
Clenents reported that the Facilities Planning and
Construction 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 foll ow were
recommended by the Facilities Planning and Construction

Comm ttee and approved in open session and w thout objection
by the U. T. Board of Regents:

1. U T. System Authorization to Extend the Six-Year
Capital | nprovenent Program (ClP) Through Fisca
Year 2003; Approval of the Capital Budget for Fiscal
Years 1998 and 1999; Appropriation of Additional Funds
for Previously Approved Projects with Increased Tot al
Project Cost; Appropriation of Funds for Renovation
Projects Initiated in the Capital Budget; and Approval of

Use of Revenue Financing System Parity Debt for
Renovation Projects Initiated in the Capital Budget for
Whi ch Revenue Financing System Bonds are Identified as a

Fundi ng Source, Receipt of Parity Debt Certificate, and
Fi nding of Fact with Regard to Financial Capacity.--
Executive Vice Chancel |l or Burck reviewed the proposed
Capital | nprovenment Program (CIP) through Fiscal Year
2003 and the Capital Budget for The University of Texas
System for Fiscal Years 1998 and 1999 which were before
the Board in a separate volune entitled “The University
of Texas System Capital |nprovenent Program 1998-2003
(Including Capital Budget for FY 1998 & FY 1999)” which
is on fileinthe Ofice of the Board of Regents.

Upon reconmmendation of the Facilities Planning and
Construction Commttee, the Board:

a. Extended the U T. System Capital | nprovenent
Program t hrough Fiscal Year 2003

b. Approved the Capital Budget for Fisca
Year 1998 and Fi scal Year 1999

cC. Appropriated additional funding for
previ ously approved projects with increased
total project cost for The University of
Texas at Arlington, The University of Texas
Heal th Sci ence Center at Houston, and The
University of Texas M D. Anderson Cancer
Center as set forth on Page 90 .
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I ncreased

Project Fundi ng
Cost Sour ce
U T. Arlington
Canpus Asbest os Abat erment $141, 952 PUF- Speci a
Program
U T. Health Science Center -
Houst on $424, 000 Revenue
Addition to Student Apartnents Bonds
U T. MD. Anderson Cancer
Cent er $20, 000, 000 Hospi ta
Bertner Conplex and LeMaistre Revenues

Cinic

Appropriated funding in an aggregate anount
of $245, 320,137 for renovation projects
initiated in the FY 1998-1999 Capital Budget
as reflected in the FY 1998-2003 Capital

| mpr ovenent Program

Approved the use of Revenue Fi nancing System
Parity Debt for renovation projects initiated
in the FY 1998-1999 Capital Budget for which
Revenue Fi nanci ng System Bonds have been
identified as all or a portion of the funding
for the U T. System conponent institutions
as set forth on Page 91 .
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Renovati on Revenue Tui tion
Conponent Institution Pr oj ect Bonds Bonds
Expendi t ur es
U T. Arlington $17,011, 555 -0- | $16, 000, 000
U T. Austin 32,367, 000 - 0- - 0-
U T. Brownsville - 0- - 0- - 0-
U T. Dallas 3, 940, 000 - 0- 3, 100, 000
U T. El Paso 16, 000, 000 - 0- 14, 000, 000
U. T. Pan Anerican 10, 500, 000 8, 500, 000 - 0-
U T. Perm an Basin 6, 500, 000 700, 000 5, 800, 000
U T. San Antonio 523, 900 - 0- - 0-
U T. Tyler 5, 829, 682 - 0- 5, 000, 000
U T. Southwestern Medical 12, 800, 000 - 0- -0-
Center - Dallas
U T. Medical Branch - 102, 998, 000 - 0- -0-
Gl vest on
U T. Health Science 28, 150, 000 - 0- -0-
Center - Houston
U T. Health Science - 0- - 0- -0-
Center - San Antonio
U T. MD Anderson Cancer 8, 700, 000 - 0- -0-
Cent er
U T. Health Center - Tyler - 0- - 0- - 0-
Tot al $245, 320, 137 $9, 200, 000 | $43, 900, 000

Further, the U T. System Adm ni stration was authori zed,
in consultation with the conmponent
proceed with planning for projects contained in the

| nprovenent Program
and to bring recomendations to the U T. Board of

Regents in accordance with the revised process for

Capi t al

Regent a

Budget portion of the Capital

revi ew approved at the Decenber

institutions,

to

1994 neeti ng.

In accordance with the canpus planning rules of the Texas

Hi gher Educati on Coordi nati ng Board,

t he Chai rman of the

U. T. Board of Regents nust certify that the need for

new construction that wll
at | east equal
nodern i nstructiona

require formula funding is
to the need to acquire additional
and research equi pnent.

or nore

Si nce the

capi tal budgeting process used by the U T. Systemto

devel op the Capital

| nprovenent Program ensures that

such a determination or prioritization is considered and
endorsed by the U. T. Board of Regents on behalf of each

new proj ect,

aut hori zed,

Coordi nati ng Board for all
in the Capital

91

on behal f of the Chairman,

the Executive Secretary to the Board was

to issue the
certification as required by the Texas Hi gher

Educati on
new construction contai ned
| mpr ovenent Program




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 (the “Master Resolution”), and upon
delivery of the Certificate of an Authorized
Representative as set out on Page 94 , the Board

resol ved that:

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

b. Sufficient funds will be available to
nmeet the obligations of the U T. System
i ncludi ng sufficient Pledged Revenues as
defined in the Master Resolution to
satisfy the Annual Debt Service
Requi rements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System

C. The conponent 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 anmount of
$53, 100, 000 for the financing of
renovation projects initiated in the
Capi tal Budget and $424,000 for the
addition to the Student Apartnments at
U T. Health Science Center - Houston

d. This resolution satisfies the official
intent requirenents set forth in
Section 1.150-2 of the U S. Treasury
Regul at i ons.

Addi tional funding in the anount of $141,952 for the
previ ously approved Canpus Asbestos Abat enent project
at U T. Arlington will cover additional abatenent work
i ncluding tenporary relocation of personnel. Increased
funding in the amount of $424,000 for the previously
approved Addition of Student Apartnents project at the
U T. Health Science Center - Houston will cover cost
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escal ation and site rel ated expenses. Additional funding
in the amount of $20, 000,000 for the previously approved
Bertner Conplex and Charles A LeMaistre Clinic at U T.
M D. Anderson Cancer Center will pay for the finishing-
out of much needed shell space in the Research Buil ding,
the LeMnistre Cinic and other project related costs.

See Page 59 related to the Fiscal Year 1998
appropriation of Permanent University Fund Bond Proceeds
fromreserves provided in the six-year Capital

| mprovenent Program for Library, Equipnent, Repair and
Renovati on

proj ects.
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PARITY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

|, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Anended and Restated Master Resol ution Ec,tabllshl ng
The University of Texas System Revenue Financing System
adopted by the 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 of Regents
pursuant to Section 5 (a) (ii) of the Mster Resolution in
connectlon with the authorization by the Board to issue
“"Parity Debt" pursuant to the Master Resolution at U T.
Arlington, U T. Dpalas U T. E Paso, U T. Pan Anerican,

U T. Perman Basin, U T. Tyler, U T. Health Science
Center - Houston, and do certify that to the best of rr}/

know edge the Board of Regents iIs in conpliance with all
covenants contained in the Master Resolution, the First

Suppl enental Resolution Establishing an Interim Financing
Program the Second Supplenental Resolution, the Third

Suppl emental Resolution, the Fourth Supplemental Resolution,
and the Fifth Suppl emantal Resolution and is not in default of
any of the terns, provisions and conditions in said Master
Resol ution, the Fi r st Suppl enental Resol ution, the Second
Suppl emental  Resol ution, the Third Supplerrental Resol uti on,

t he IFourth Suppl enental Resolution, and the Fifth Supplenental
Resol uti on.

4B Z +—
EXECUTED this *day of v ., 1997
-’

Assistant Vice Chancellor for Finance
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2.

U T. Pan Anerican: Approval to Nane Pl anetarium as the
H E-B Pl anetarium (Regents’ Rul es and Regul ati ons, Part

One, Chapter VIII, Section 1, Nam ng of Buil dings and
QO her Facilities).--In accordance with the Regents’ Rules
and Regul ati ons, Part One, Chapter VIII, Section 1,

regardi ng nam ng of buildings and other facilities, and
upon reconmendation of the Facilities Planning and
Construction Commttee, the Board approved the nam ng of
the Planetarium at The University of Texas - Pan Anerican
as the HE-B Planetariumto recogni ze the ongoi ng
financial support by the HE-B Grocery Conpany to U T.
Pan Aneri can.

As part of the new Science Building project, the

Pl anetariumis being restored as a feature of the
courtyard. The Planetariumis used by U T. Pan Anerican
faculty, staff, and students and has becone a favorite
attraction for public school students on field trips to
the canpus. The generous gifts fromthe HE-B Grocery
Conpany, including nore than $136, 000 to schol arship
funds and various prograns over the last ten years and a
pl edge of continued support in the anmount of $20,000 a
year for the next seven consecutive years, far exceed the
cost of the Planetariumrestoration.

U T. MD. Anderson Cancer Center: Determnation of
Necessity and Aut horization to Acquire Through
Condemati on Proceedi ngs a Seven Percent Interest in
1.2517 Acres Qut of the P. W Rose Survey, Abstract

No. 645 of Wortham Li near Park (Previously Known as

Hol conbe Boul evard Linear Park Plaza - Phase II1) in
Houston, Harris County, Texas, and Authorization for the
Executive Vice Chancellor for Business Affairs or the
Executive Director of Real Estate to Execute A
Docunents Rel ated Thereto.-- At its Cctober 1989 neeti ng,
the U T. Board of Regents authorized, on behalf of The
University of Texas M D. Anderson Cancer Center, the
purchase of two tracts al ong Hol conbe Boul evard directly
across fromthe main entrance to M D. Anderson totaling
2.2517 acres. The first tract of one acre was acquired
i n Decenber 1990 and in COctober 1996 a 93 percent
undi vi ded interest was acquired in the remaining 1.2517
acres. At its neeting in April 1994, the U T. Board of
Regents authorized the construction of a |linear park

al ong Hol conbe Boul evard from Fannin Street on the west
to Braes Bayou on the east.
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At the sane neeting, the U T. Board of Regents autho-

ri zed acquisition of the remaini ng seven percent interest
of the 1.2517 acre tract through condemati on proceedi ngs
if efforts to negotiate with the owner were unsuccessful.
Six witten offers have been submitted to the owner of
the seven percent interest and all offers were rejected.

Addi ti onal condemation authority fromthe U T. Board of
Regents i s necessary since use of the property to be
condemmed will include an office building as well as the
Li near Park.

In accordance therewith and upon reconmendati on of the
Facilities Planning and Construction Conmttee, the
Boar d:

a. Determned that it is necessary for U T.
M D. Anderson Cancer Center to acquire,
t hrough condemati on proceedings if
necessary, an outstandi ng seven percent
interest in 1.2517 acres out of the P. W
Rose Survey, Abstract No. 645 of Wrtham
Li near Park (previously known as Hol conbe
Boul evard Linear Park Plaza - Phase |11)
which is | ocated between Bertner Avenue
and the Jesse H Jones Rotary House
I nternational in Houston, Harris County,
Texas

b. Aut horized U. T. M D. Anderson Cancer
Center to acquire the subject property,
t hrough condemati on proceedings if
necessary, for institutional purposes
including without limtation the
construction of an office building and a
section of the Wirtham Li near Park

cC. Aut hori zed the Executive Vice Chancel |l or
for Business Affairs or the Executive
Director of Real Estate to take all steps
necessary to acquire the property; to
execute all docunents, instrunents, and
ot her agreenents; to initiate a
condemmation action, if necessary, through
the O fice of General Counsel and the
Ofice of the Attorney Ceneral; and take
all such actions as deened necessary to
carry out the purpose and intent of these
transacti ons.
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* * * % *

At the conclusion of the Facilities Planning and Construction
Comm ttee neeting, Commttee Chairman Cl enents reported that
since the last regular neeting the Chancel |l or had approved

ei ght (8) general construction contracts totaling $42, 900, 000
whi ch included a 16.3% participation by Historically Under-
utilized Businesses, 4.8% by wonen-owned firnms and 11.5% by
mnority-owned firns. |In addition, three (3) architect/

engi neer contracts totaling $3,600,000 have been awarded since
the last neeting and these indicate a 33.8% participation by
Hi storically Underutilized Busi nesses, 28.4% by wonen- owned
firms and 5.4% by mnority-owned firns.
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RECONVENE. --At 11:40 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

W nedal e Stagecoach I nn Fund: Report of Dissolution.--At
the neeting on February 6, 1997, the U T. Board of Regents,
acting inits capacity as the Board of Trustees for the

W nedal e Stagecoach Inn Fund, “authorized (the) dissolution
of the Wnedal e Stagecoach Inn Fund . . . and (with) court
approval authorized the U T. Board of Regents to hold the
vari ous corporate assets as the Wnedal e Stagecoach Inn
Fund Endowrent to be invested in the Long Term Fund for
purposes in conformance with the donor’s expressed w shes.”

Pursuant to the U T. Board of Regents’ request, on

April 3, 1997, a Court Order was entered in the 201st Judi -
cial District Court of Travis County wherein the Wnedal e
St agecoach I nn Fund Trust was term nated and all assets
were transferred to the Board of Regents of The University
of Texas System for the use and benefit of the Wnedal e

St agecoach I nn Fund Endownent. The Court Order further
provided that all income fromthe investnents fromthe

W nedal e Endowrent shall be used in conformance with the
purposes set forth in the Indenture creating the Wnedal e
St agecoach I nn Fund Trust.
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REPORT OF BOARD FOR LEASE OF UNI VERSI TY LANDS

Board for Lease of University Lands: Report of Meeting

Hel d on May 13, 1997.--Regents Lebermann and Snil ey, as
menbers of the Board for Lease of University Lands,
submtted the followi ng report on behalf of that Board:

Repor t

The Board for Lease of University Lands net on

May 13, 1997, at the Center for Energy and Econonic
Diversification in Mdland, Texas, for a general
busi ness neeting and to hold Regular Ol and Gas
Lease Sale No. 91 on Permanent University Fund

| ands.

Following is a report on the results of the Regular Q|
and Gas Lease Sale No. 91:

A total of 120, 695.225 acres (420 tracts)
of Permanent University Fund | ands was

nom nated for | ease. Bonuses of $7,462, 951
were paid for 161 tracts covering a total

of 51,291.177 acres. The bonuses paid were
the | argest since February 3, 1982, when
total bonuses paid were $17,842,000. No

bi ds were received on 69, 404. 048 acres

(259 tracts). The average bonus paid per
acre was $145.50, with the high bid per
acre being $1,118.50. The single highest
bi d was $185,000.00 for 165.4 acres in
Andrews County, Texas.

Following is a report on the general business neeting:

a. Approved the M nutes of the Board for Lease
neeti ng of Novenber 12, 1996

b. Approved tracts offered and approved | ease
awards to highest bidders in Regular G| and
Gas Lease Sale No. 91

C. Approved procedures and terns for Regular Ol
and Gas Lease Sale No. 92 to be held on
Novenber 19, 1997
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Received a report fromM. WIlliam QO Strange
with the accounting firmof Deloitte &
Touche LLP, Houston, Texas, on the results of
an internal accounting control survey. The
overall results showed that the practices and
procedures of the University Lands Accounting
Ofice (ULAO neet or exceed acceptable

i nternal accounting controls. M. Strange

al so reported that Deloitte & Touche LLP
conpleted an audit of ULAO s practices and
procedures and concl uded that West Texas

Oper ati ons has nmaintai ned an effective
internal control structure and the statenent
of Deposits and Funds Transferred to the

Per manent and Avail abl e University Funds is
fairly stated. The nenbers agreed that the
audit report should be presented to the Board
of Regents of The University of Texas System
See Page 101.

Received a report on the take in-kind crude
oil sale held April 16, 1997, approved con-
tracts dated June 1, 1997, approved conti nu-
ation of the take in-kind crude oil royalty
program as currently managed, and approved
the addition of 45 properties to the oi
royalty take in-kind program The oil roy-
alty take in-kind programhas resulted in
net revenue enhancenent of approxi mately
$6.4 million.

Received a report on the take in-kind gas
royalty sales held January 21, 1997, and
April 21, 1997; approved contracts dated
effective February 1, 1997, and May 1, 1997,
respectively; and approved continuation of
the take in-kind gas royalty program as
currently managed. The gas royalty take

i n-kind program has resulted in net revenue
enhancenent of approxi mately $83, 000 since
Sept enber 1995.

Approved terns for pooled unit agreenents

w th Sage Energy Conpany, Fasken G| and
Ranch, Ltd., Pennzoil Exploration and
Producti on Conpany, Leede Operating Conpany,
L.L.C., Union Pacific Resources, and Conoco,
I nc.
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h. Received a report on legislation affecting
changes to the Texas Education Code,
Chapter 66, Subchapter D, as it relates to
the functions of the Board for Lease

i Aut hori zed the publication of a web site for
the Board for Lease of University Lands.

Board for Lease of University Lands: Report on Univer-
sity Lands - West Texas Operations by M. WIlliam QO
Strange, Partner, Deloitte & Touche LLP, Houston,
Texas.--M. R D. Burck, Executive Vice Chancellor for
Busi ness Affairs, introduced M. WIlliam O Strange,
Partner, Deloitte & Touche LLP, Houston, Texas, to
present the results of two studies conducted for Uni-
versity Lands - West Texas Operations: (a) A Conpara-
tive Study of the Accounting and Internal Control
Practices Over Royalty Inconme fromQ | and Gas Leases
and (b) A Report of Independent Accountant Regardi ng
Internal Control Structure.

M. Strange confirnmed the effectiveness of the internal
control structure for the West Texas Qperations regard-
ing financial reporting, operations, and conpliance with
applicable | aws and regul ati ons as of August 31, 1996.
He also confirnmed that the internal control procedures
used in the West Texas Operations were, in general,
conparable to those in effect in the States of Louisiana,
New Mexi co, Wonm ng, and the Texas General Land O fice.

A copy of the studies conducted by Deloitte & Touche LLP
is onfilein the Ofice of the Executive Vice Chancell or
for Business Affairs.
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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
hel d on Novenber 13, 1997, at The University of Texas at
Brownsvil | e.

ADJOURNMENT. - - There being no further business, the neeting
was adjourned at 11:50 a.m

/sl Arthur H Dlly
Executive Secretary

August 22, 1997
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