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FROM:

SUBJECT:
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THE UNIVERSITY OF TEXAS SYSTEM

OFFICE OF THE BOARD OF REGENTS o

BOX N - AUSTIN, TEXAS 787137325 (512) 409-4402
MEMORANDUM

pare. AUgust 28, 1990

Those Who Receive R&R Amendments (list attached)

Arthur H. Dilly

Regents' Rules and Regulations, Part Two - Amendments

Please update your copy of the Regents' Rules and Regulations,
Part Two by destroying the pages listed in Column "A" and sub-
stituting in lieu thereof the pages listed in Column "B'":

ilAll llBll

Cover Page Cover Page
Pages VI-6 and VI-7 Pages VI-6 and VI-7

The amendments approved at the August 9, 1990 meeting of the
U. T. Board of Regents have been incorporated on the revised
pages.
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Enclosures




dugust 1,

Distribution List for Cfficial Copies of
Regents' Rules and Regulations

Board of Regents & Office of Board of Regents

Executive Associate for Economic Affairs

Legislative Budget Board

Governor's Budget and Planning Office

Publications Clearing House

State Auditor & U. T. Austin Representative

Legislative Reference Librarian

System Administration
Chancellor
Executive Vice Chancellor for Academic Affairs
Executive Vice Chancellor for Health Affairs
Executive Vice Chancellor for Asset Management
Executive and Research Assistant to the Chancellor
Vice Chancellor for Business Affairs
Vice Chancellor and General Counsel
Vice Chancellor for Governmental Relatilons
Director for Development

Chief Administrative Officers of Component Institutions

Vice Chancellor for Budgets & Human Resources,
Texas ASM University System (Lancaster)

TOTAL

1990

Nl Sl el sl ol ol 2V

i6

45

NOTE: See July 6, 1988 letter (copy attached) from Coordinating Bcard which

requests that only those amendments related to 1) academic workload
and 2) faculty development leaves be sent to that office.




August 1, 1990

Addresses of State Officials Who Receive Copies
of the Regents' Rules and Requlations

Governor's Budget and Planning Office
711 Sam Houston Building
Austin, Texas 78711

Mr. James P. Oliver, Director
Legislative Budget Board
Second Floor, Capitol

Austin, Texas 78711

Mr. Lawrence Alwin

State Auditor

406 John H. Reagan Building
Austin, Texas 78711

gtate Auditor's Qffice

The University of Texas at Austin
Main Building 311

Austin, Texas 78712

Mr. James R. Sanders
Legislative Reference Librarian
Second Floor, Capitol
Austin, Texas 78711

Publications Clearing House
Room 307, Texas State Library
Austin, Texas 78711

Dr. Kenneth H. Ashw (NOTE: Send only when there are
Commissioner, Te Higher amendments related to 1) academic

Education ordinating Board workload or 2) faculty development
Chase Drive, Building S leaves.)

. Texas 78752

%ok ok ok ok

Mr. W. C. Lancaster
Vice Chancellor for Budgets
and Human Resources
The Texas A&M University System
College Station, Texas 77843-1117




Official Copy
August 9, 199¢

RULES AND REGULATIONS

QF THE

BOARD OF REGENTS

OF

THE UNIVERSITY OF TEXAS SYSTEM

FCR THE GOVERNMENT OF

THE UNIVERSITY OF TEXAS SYSTEM

PART TWO

Part Two was completely reissued as of June 1, 1988.
(Substantive amendments through August 9, 1990
have been issued with this cover sheet)




Sec.

12,

11.6

11.7

11.8

Official Copy
August 9, 1990

A percentage of annual payroll, as approved by the
U. T. Board of Regents, shall be set aside to fund
the wWorkers' Compensation Insurance Fund (W.C.I.
Fund).

11.61 Each institutional chief business offi=-
cer shall be responsible for the trans-
mission of amounts to be added to the
W.C.I. Fund for all salaries paid, as
instructed by the System Personnel
Qffice, for receipt into the W.C.I. Fund
no later than 15 days after the end of
each month.

11.62 The W.C.I. Fund must be deposited or
invested in the same manner as other
local institutional funds as specified
in Part Two, Chapter III, Section 4 of
these Rules and Regqulations.

The System Personnel Office shall process all W.C.I.
claims for medical care and compensation.

The System Personnel Office shall prepare an annual
report for the U. T. Board of Regents on the status
of the wW.C.I. Fund.

Unemployment Compensation Program.

12.1

12.2

The System=-wide Unemployment Compensation (U. C.)
Program will provide weekly benefits as specified in
Article 5221b et seq., Vernon's Texas Civil Statutes,

The Unemployment Compensation Fund (U. C. Fund) 1is
established by the U. T. Board of Regents to be
deposited or invested in the same manner as other
local institutional funds as specified in Part Two,
Chapter III, Section 4 of these Rules and Regulations.
The System Personnel Office shall administexr funding
by assessment on all salary sources other than State
General Revenue Funds as provided in Section 12.24
below.
12.21 The System will reimburse the State Gen-
eral Revenue Fund from the U. C. Fund
for claims charge-=backs paid by the
State Comptroller for former employees
paid from other funds.
12.22 Claims charge-backs for former employees
paid from State General Revenue Funds
shall be referred to the State Comptrel-
ler for payment.

VI - 6




Sec.

Sec.

sec.

i3.

14.

15,

Official Copy
August 9, 1290

12.23 The U. C. Fund shall at all times operate
under principles agreed upon by the System
and the U. 5. Department of Health and
Human Services.

12.24 Assessment rates shall be calculated to
maintain the U. C. Fund balance within a
range of $1,215,000 to 81,755,000 and to
provide minimum balance fluctuations and
maximum rate stability. Each institutional
chief business officer shall be responsible
for the transmission of such assessed
amounts, as instructed by the System Person-
nel Office, for receipt into the U. C. Fund
no later than 15 days after the end of each
month.

12.25 Expenditures from the U. C. Fund shall be
limited to direct costs in accordance with
Federal Management Circular 73-8, Sec-
tion J.7.

12.3 The System Personnel Office, working in ccordinatioen
with appropriate System and component institution
offices, shall administer the U. C. Program and repre-
sent the System and component institutions in appeals
to the Texas Employment Commission (T.E.C.).

12.4 The O0ffice of General Counsel shall be responsible
for a determination on appeals of T.E.C. decisions.

12.5 The System Personnel Office shall prepare an annual
report for the U. T. Board of Regents on the status
of the U. C. Fund.

Social Security (0ld Age and Survivors Insurance).

Pursuant to 42 U.S.C. §410, all employees must participate in
the Social Security Program.

Deferred Compensation Plan.

~As authorized by Article 6252-3b, Vernon's Texas Civil

Statutes, any employee may participate in the Deferred Compen-
sation Plan.

Premium Sharing.

15.1 A person employed at least cne-half time and who is
eligible to participate in the Teacher Retirement
System 1s eligible to receive the full amount of
premium sharing specified by state law.

vl - 7




REPORT AND RECOMMENDATIONS OF THE PERSONNEL AND AUDIT COMMIT-
TEE (Pages 11 - 12).--Committee Chairman Roden reported that
the Personnel and Audit Committee had met in open session to
consider those matters on its agenda and to formulate recom-
mendations for the U. T. Bocard of Regents. Unless otherwise
indicated, the action set forth in the Minute Order which
follows was recommended by the Personnel and Audit Committee
and approved in open session and without objection by the

U. T. Board of Regents:

. |

7W?L(”“i”y i. U. T. Board of Regents - Regents'! Rules and Regulations,

Bidiga Part Two: Approval of Amendments to Chapter VI, Sec-

P tion 11, Subsection 11.6 and Section 12, Subsection 12.2

Regarding the Administration and Investment of the
Workers' Compensation Insurance Fund and the Unemploy~-
ment Compensation Fund.--The Board amended the Regents'
Rules and Regulaticns, Part Two, Chapter VI, Section 11,
Subsection 11.6 and Section 12, Subsection 12.2 regard-
ing the administration and investment of the wWorkersg!'
Compensation Insurance Fund and the Unemployment Compen=-
sation Fund to read as set forth below:

11.6 A percentage of annual payrell, as approved by
the U. T. Board of Regents, shall be set aside
to fund the Workers'! Compensation Insurance
Fund (W.C.I. Fund).

11.61 Each institutional chief business offi-
cer shall be responsible for the trans-
mission of amounts to be added to the
W.C.I. Fund for all salaries paid, as
instructed by the System Personnel
Office, for receipt into the W.C.I.
Fund no later than 15 days after the
end of each month.

11.62 The W.C.I. Fund must be deposited or
invested in the same manner as other
local institutional funds as specified
in Part Two, Chapter I1II, Section 4 of
these Rules and Regulations.

12.2 The Unemployment Compensation Fund (U. C. Fund)
1s established by the U. T. Board of Regents to
be deposited or invested in the same manner as
other local institutional funds as specified in
Part Twe, Chapter II1I, Section 4 of these Rules
and Regulations. The System Personnel Office
shall administer funding by assessment on all
salary sources other than State General Revenue
Funds as provided in Section 12.24 below.

12.21 The System will reimburse the State
General Revenue Fund from the U. C.
Fund for claims charge=-backs paid by
the State Comptroller for former
employees paid from other funds.

12,22 Claims charge-backs for former employ-
ees paid from State General Revenue
Funds shall be referred to the State
Comptroller for payment.

12.23 The U. C. Fund shall at all times oper-
ate under principles agreed upon by
the System and the U. S. Department of
Health and Human Services.

- 11 -



12.24

12.25

Assessment rates shall be calculated to
maintain the U. C. Fund balance within
a range of $1,215,000 to S$1,755,000 and
to provide minimum balance fluctuations
and maximum rate stability. Each insti-
tutional chief business officer shall be
responsible for the transmission of such
assessed amounts, as instructed by the
System Personnel Qffice, for receipt
into the U. C. Fund no later than

15 days after the end of each month.
Expenditures from the U. C. Fund shall
be limited to direct costs in accordance
with Federal Management Circular 73-8,
Section J.7.

These amendments allow the Workers' Compensation Insur-
ance Fund and the Unemployment Compensation Fund to be
invested as provided in the Ingstitutional Funds Invest-
ment Policy as approved by the U. T. Board of Regents
in October 1989.

- 12 =~



THE UNIVERSITY OF TEXAS SYSTEM

QFFICE OF THE BOARD QI REGENTS
BOX N - AUSTIN, TEXAS 78713-7328  (512) 499-4402

MEMORANDUM

oy June 29, 1990

to: __ Those Who Receive R&R Amendments {list attached)

FROM: Arthur H. Dilly

. Regents' Rules and Regulations, Part Two - Amendments
SUBJECT: .

Please update your copy of the Regents' Rules and Regulations,
Part Two by destroying the pages listed in Column YAY and sub-
stituting in lieu thereof the pages listed in Column "B":

lIA!I !IBII
Cover Page Cover Page
Page i Page 1
FPages II-5 and I1-6 Pages II-5 and ITI-6
Pages 1I11-3 and IIT-4 Pages I1I-3, T11-4,
and IiI-4a

The amendments approved at the June 14, 1990 meeting of the
U. T. Board of Regents have been incorporated on the revised

pages.

AHD/1p

Enclosures




September 7, 1989

Distribution List for Official Copies of

Regents' Rules and Regulations

Board of Regents & Office of Board of Regents

Executive Asscociate for Economic Affairs

Legislative Budget Board

Governor's Budget and Planning Office

Publications Clearing House

State Auditor & U. T. Austin Representative

Legislative Reference Librarian

System Administration
Chancellor
Executive Vice Chancellor for Academic Affairs
Executive Vice Chancellor for Health Affairs
Executive Vice Chancellor for Asset Management
Executive and Research Assistant to the Chancellor
Vice Chancellor for Business Affairs
Vice Chancellor and General Counsel
Vice Chancellor for Governmental Relations
Director for Development

Chief Administrative Officers of Component Institutions

Vice Chancellor for Budgets & Human Resources,
Texas A&M University System (Lancaster)

TOTAL

VRN PRERR

16

45

NOTE:; See July 6, 1988 letter (copy attached) from Coordinating Board which

requests that only those amendments related to 1) academic workload

and 2) faculty development leaves be sent to that office.




September 7, 1989

Addresses of State Officials Who Receive (opies
of the Regents' Rules and Regqulations

Governor's Budget and Planning Office
711 Sam Houston Building
Austin, Texas 78711

Mr. James P. Oliver, Director
Legislative Budget Board
Second Floor, Capitol

Austin, Texas 78711

Mr. Lawrence Alwin

State Auditor

406 John H. Reagan Building
Austin, Texas 78711

State Auditor's Office

The University of Texas at Austin
Main Building 311

Austin, Texas 78712

Mr. James R. Sanders
Legislative Reference Librarian
Second Floor, Capitoel
Austin, Texas 78711

Publications Clearing House
Room 307, Texas State Library
Austin, Texas 78711

Dr. Kenneth H. Ashwor (NOTE: Send only when there are
Commlssioner, Te amendments related to 1) academic
Educatio rdinating Board workload or 2} faculty development
200 E. RaErside Drive, Second Level leaves.}
Ausia Texas 78704
kARERE

Mr. W, C. Lancaster
Vice Chancellor for Budgets
and Human Resources
The Texas A&M University System
College Station, Texas 77843-1117




Official Copy
June 14, 1590

RULES AND REGULATIONS

OF THE

BOARD OF REGENTS

OF

THE UNIVERSITY OF TEXAS SYSTEM

FOR THE GOVERNMENT OF

THE UNIVERSITY OF TEXAS SYSTEM

PART TWO

Part Two was completely reissued as of June 1, 1988,
(Substantive amendments through June 14, 19%0
have been issued with this cover sheet)
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Officiel Copy
June 14, 1990
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Official Copy
June 14, 1990

vouchers, requisitions, et¢., in the absence of the
department head. These designations shall expire
upon receipt of notification by the accounting
office in writing from the department head or upon
termination or transfer of the designee from the
department.

Sec. 3. Auditing.

3.1

3.4

Internal auditors are responsible for reviewing,
evaluating, and reporting on the institution's sys-
tem of internal administrative and accounting con-
trols and the efficiency and effectiveness of the
operations when compared with established standards.
The objective of internal auditing is to assist the
chief administrative officer in the effective dis-
charge of his or her responsibilities by furnishing
objective analyses, appraisals and recommendations
concerning the activities reviewed. The Texas
Internal Auditing Act, the standards for the Pro-
fessional Practice of Internal Auditing published
by the Institute of Internal Auditors, Inc. and
"College and University Business Administration”
published by the National Association of College
and University Business Officers shall serve as
guidelines for internal audit activities.

Each institution is expected to maintain an inter-
nal audit staff unless otherwise exempt from this
reguirement by the Chancellor. The internal auditor
reports to the institutional chief administrative
officer or the institutional audit committee. The
internal auditor submits an annual audit plan for
approval by the chief administrative officer and
forwards a copy to the appropriate Executive Vice
Chancellor and the System Director of Audits.

The System Director of Audits shall review the
annual audit plan of the component institutions and
make recommendations as appropriate.

The State Auditor's Office, as part of the legisla-
tive branch of state government, is the external
independent auditor of The University of Texas Sys-
tem. The State Auditor's Office conducts financial
and performance audits and makes recommendations for
improving financial and management controls within

II - 5




Official Copy
June 14, 13990

The University of Texas System. The State Auditor's
Office reviews The University of Texas System's
internal contrel structure and operations to deter-~
mine the scope of the examination and reliability
of the entity's financial and nonfinancial data.

The internal audit function is considered a part of
the internal c¢ontrol structure of The University of
Texas System,

Sec. 4. Reporting.

4.1

All financial reports shall be prepared in accordance
with the provisions of the statutes, official direc-
tives of the Texas Higher Education Coordinating
Board, and directives of the Board, and in conformity
with the manual, "College and University Business
Administration, Third Edition," (1974) referred to

in Subsection 2.1 of this Chapter. The reports shall
be prepared by the chief business officer and approved
by the System Comptroller.

Two reports, both of which shall be prepared under the
direction of the chief business officer and the System
Comptroller, shall be prepared annually:

4,21 Annual Financial Report.--As required by
law, printed financial reports, in the
format recommended in "College and Uni=-
versity Business Administration, Third
Edition," (1974), or its successor pub-
lication, shall be filed with the Texas
Higher Education Coordinating Board and
other state offices as specified by law.

4.22 Salary Payment Report.--~0On or before
December 31, each year, an itemized report
in format prescribed by System Adminis-
tration shall be prepared of salaries and
wages paid all employees for services
during the preceding fiscal year out of
any funds from any scurce or character
under the control and/or custody of the
Board, listing for each employee the
total amount paid from each source dur-
ing the twelve months of the fiscal year,
the title of the position held or kind
of service rendered. Copies of this
report shall be furnished to the Execu-
tive Secretary to the Board, the System
Budget Director, and the System Comptroller.

IT - 6
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June 14, 1990

2.4 Petty cash funds shall be provided only on approval
of, and by arrangement of, the department with the
chief business officer. Special petty cash fund bank
accounts may be established only with the approval of
the sSystem Comptroller.

Sec. 3. Deposits with the State Treasurer.

3.1 The statutes and the current Appropriations Act
require that all cash receipts of the general aca-
demic teaching institutions be deposited in the State
Treasury with the exception of those from auxiliary
enterprises, noninstructional services, matriculation
fees collected in lieu of student activity fees,
agency and restricted funds, endowment funds, student
loan funds, and Constitutional College Building Amend-
ment Funds.

3.2 Institutional receipts required to be deposited in the
State Treasury shall be 50 deposited in the manner
prescribed in the statutes and the current Appropria-
tions Act.

3.3 Component institutions of the System are authorized
by the current Appropriations Act to establish Revolv-
ing Funds under certain prescribed procedures to
facilitate the payment of nominal expenses and to pay
bills within cash discount periods, as well as for
reqular monthly payrolls, weekly, and special payrolls.
Such Revolving Funds are authorized, subject to
approval of the System Comptroller.

Sec. 4. Local Institutional Funds.

4.1 All local income not required to be deposited in the
State Treasury must be deposited in official deposi-
tory banks for safekeeping or invested as specified
by law and by The University of Texas System Institu-
tional Funds Investment Policy.

4.11 Funds held in demand deposits, time depos-~
its, or certificates of deposit shall be
deposited or invested in official depository
banks with which the Board has a depository
agreement. Depository agreements may be
negotiated and executed by the Executive
Vice Chancellor for Asset Management when

111 - 3
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Official Copy
June 14, 1990

such agreements are in substantially the
same form as a standard depository agree-
ment approved by the Beoard and are with
banks meeting the then current policies of
the Board.

4.12 Funds held in bank common trust funds or
money market funds shall be invested in
funds approved by the Executive Vice Chan-
cellor for Asset Management based on, at a
minimum, the criteria specified in The Uni~
versity of Texas System Institutional Funds
Investment Policy.

4.13 Requests for documentation specifying staff
authorized to sign checks or initiate funds
movements, or changes thereto, for all bank
accounts, bank common trust funds, or money
market funds shall be forwarded to the Sys-
tem Comptroller, who, after review and
approval, shall refer such requests to the
Vice Chancellor for Business Affairs for
notification of the entities concerned.

4.14 The Executive Vice Chancellor for Asset Man-
agement shall invest, upon the request of
the chief business officer of any component
institution, le¢cal institutional funds as
specified by law and by The University of
Texas System Institutional Funds Investment
Policy and shall negotiate and execute all
agreements and instruments necessary for
such investments.

Depository banks selected shall furnish adegquate
surety bonds or securities to assure safety of these
funds. Such securities shall be delivered by the
depository bank te an account in the name of the
Board at a third-party depository(ies), bank(s) or
trust company{ies) approved and contracted with by
the Executive Vice Chancellor for Asset Management.
Local Funds shall be deposited in the depository
banks or invested as soon as possible but in no
event later than that provided by law. Demand
deposits and time deposits will be maintained in
accordance with the current policies of the Board.

The Board and the chief administrative officers may
not, by law, borrow money from any person, firm, or
corporation to be repaid from Local Funds except as
specifically authorized by the Legislature.

111 - 4
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Official Copy
June 14, 1390

Interest on Deposits and Investments.-~As permitted
by statute, interest received on local institutional
funds shall be credited to appropriate accounts in
either general funds or trust funds in relationship

to the sources of balances, provided that disposition
of such earning was not specified by the grantor.
Interest received from Current Restricted Funds (Trust
Funds) deposits and investments shall be subject to
further appropriation or transfer by the Board for any
lawful purpose.

Sec. 5. Vouchers for Expenditures.

5 L]

1

Properly approved and fully supported vouchers are
the authorization for cash disbursements. The Chair-
man of the Board or his or her delegate or the chief
administrative officer or his or her delegate must
approve all vouchers. One of these delegates shall
be the chief business officer who shall select the
other delegates from his or her staff. Such approval
is based upon satisfactory supporting documentaticn

Il1I - 4a
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REPORT AND RECOMMENDATIONS OF THE PERSONNEL AND AUDIT COMMIT-
TEE (Pages - ) .==Committee Chairman Roden reported that
the Personnel and Audit Committee had met in open session to
consider those matters on its agenda and to formulate recom-
mendations for the U. T. Board of Regents. Unless otherwise
indicated, the actions set forth in the Minute Orders which
follow were recommended by the Personnel and Audit Committee
and approved in open session and without objection by the

U. T. Board of Regents:

L.

U. T. Board of Regents - Regents' Rules and Regulations:
Amendments to Part One, Chapter I, Section 7, Subdivi-
gion 7.15; Chapter II, Section 3, Subsection 3.3; and
Section 7, Subdivision 7.32; and Part Two, Chapter II,
Section 3.--In order to conform with the Texas Internal
Auditing Act (Article 6252-5d, Vernon's Texas Ciwvil
Statutes) passed by the 71st Legislature, The University
of Texas System Comptroller's Office has been restruc-

tured to promote the independence of the internal audit
function from the accounting function.

In accordance therewith, the Board amended certain chap=
ters of Parts One and Two of the Regents' Rules and
Requlations as set forth below:

a. Part One, Chapter I, Section 7, Subdivision 7.15 was
amended to read as follows:

7.15 Duties of the Personnel and Audit Committee.--
The Personnel and Audit Committee shall:
7.151 Counsel with the Chancellor and

recommend appropriate Board action
with respect to any recommenda-
tions by the Chancellor related to
the appointment, promotion, and
dismissal of such System Adminis-
tration Officers as report directly
or indirectly to the Chancellor.

7.152 Recommend to the Board all compensa-
tion for the System Administration
and the rates of professional com-
pensation.

7.153 Consider and recommend to the Board
matters related to all employee per-
sonnel programs, fringe benefits,
retirement programs, and labor
relations in the System Administra-
tion and the component institutions.

7.154 Obtain, review, and report to the
Board on all State, System Adminis-
tration, and institutional audit
reports,

7.155 Exercise supervision over all inter-
nal and external auditing activities
related to the conduct and adminis-
tration of the System and component
institutions.

7.156 Transmit to the Chancellor, subject
to the prior approval of the Board,
such instructions as it deems neces-
sary for the enforcement of sound
accounting and auditing practices.



7.157 1Initiate System Administration and

institutional audits as deemed nec-
essary to ensure management control
within The University of Texas Sys-
tem., (In this regard, the Chairman
of the Personnel and Audit Committee
shall have direct access to the
System Director of Audits.)

b. Part One, Chapter II, Section 3, Subsection 3.3
was amended to read as follows:

3.3 Audit.
The Chancellor, as chief executive officer of
the System, is responsible for insuring the
implementation of appropriate audit procedures
for the U. T. System and System Administration.
Accordingly, the System Director of Audits
reports directly to the Chancellor.

3.31

System Director of Audits.

The System Director of Audits reports to
the Chancellor and has direct access to
the Chairman of the Personnel and Audit
Committee. The System Director of Audits
ig responsible for coordinating the
effective auditing of the System as set
out in Subdivision 3.312 of this Chapter.
The System Director of Audits provides
audit assistance to the Chancellor, the
Executive Vice Chancellors and the Vice
Chancellors in the exercise of their
responsibilities.

3.311 Appointment and Tenure.

The System Director of Audits

shall be appointed by the Board

after nomination by the Chancel-
loxr. The system Director of

Audits shall hold office without

fixed term, subject to the plea-

sure of the Chancellor. The

Chancellor's actions regarding

the System Director of Audits are

subject to review and approval by
the Board.
3.312 Duties and Responsibilities.

The primary responsibilities of

the System Director of Audits

include:

3.3121 cConducting internal audits
of System Administration
and each component insti-
tution in accordance with
the Texas Internal Audit-
ing Act, the Standards for
the Professional Practice
of Internal Auditing pub-
lished by the Institute
of Internal Auditors, Inc.
and YCollege and Univer-
sity Business Administra-
tion" published by the
National Association of
College and University
Business Officers.



3.3122 Conducting audits of the
revenue produced from the
Permanent University Fund
lands.

3.3123 Formulating policies for
the internal audit activ-
ity at each component
institution.

3.32 The System audit staff is comprised of the
internal auditors for System Administration
and augments the audit work of the institu-
tional internal auditor and the State Audi-
tors at the component institutions. An
annual audit plan is submitted to the Chan-
cellor for approval. An executive summary
of all audit activity by the System audit
staff and the institutional internal audit
staff is prepared for the Chancellor on a
monthly basis.

C. Part One, Chapter I, Section 7, subdivision 7.32
was amended to read as follows:

7.32 Comptroller.

Subject to delegation by the Vice Chancellor

for Business Affairs, the Comptroller formu-

lates and recommends procedures to be fol-
lowed in the business operations of the

System for:

7.321 Accounting, reporting, and expendi-
ture control.

7.322 Procurement and purchasing.

7.323 Management of auxiliary service
enterprises.

7.324 Data processing systems - including
prior approval of equipment acquisi-
tions by purchase or lease.

7.325 Accounting and business system devel-
opment,

7.326 Accounting records, forms, procedures,
and financial reports, including
format for such reports.

7.327 Lease contracts for building space.

7.328 Approval of the business aspects and
overhead rates in research and other
contracts with outside agencies.

4. Part Two, Chapter II, Section 3 was amended to read
as follows:

Sec. 3. Auditing.

3.1 Internal auditors are responsible for
reviewing, evaluating, and reporting
on the institution's system of inter-
nal administrative and accounting
controls and the efficiency and
effectiveness of the operations when
compared with established standards.
The objective of internal auditing is
to assist the chief administrative
officer in the effective discharge of
his or her responsibilities by fur-
nishing objective analyses, apprais-
als and recommendations concerning
the activities reviewed. The Texas
Internal Auditing Act, the Standards




for the Professional Practice of Internal
Auditing published by the Institute of Inter-
nal Auditors, Inc. and "College and Univer-
sity Business Administration published by
the National Association of College and
University Business Officers shall serve as
guidelines for internal audit activities.

3.2 Each institution is expected to maintain an
internal audit staff unless otherwise exempt
from this requirement by the Chancellor.

The internal auditor reports to the institu-
tional chief administrative officer or the
institutional audit committee. The internal
auditor submits an annual audit plan for
approval by the chief administrative officer
and forwards a copy to the appropriate Execu-
tive Vice Chancellor and the System Director
of Audits.

3.3 The System Director of Audits shall review the
annual audit plan of the component institu-
tions and make recommendations as appropriate.

3.4 The State Auditor's Office, as part of the
legislative branch of state government, is
the external independent auditor of The Uni-
versity of Texas System. The State Auditor's
Office conducts financial and pexformance
audits and makes recommendations for improv-
ing financial and management controls within
The University of Texas System. The State
Auditor's Office reviews The University of
Texas System's internal control structure
and operations to deterwmine the scope of the
examination and reliability of the entity's
financial and nonfinancial data. The inter-
nal audit function is considered a part of
the internal control structure of The Univer-
sity of Texas System.

UJ. T. System: Approval of Amendments to the Policy fo
Filing Financial Disclosure Statements Required by
ticn 3 of Article 6252-9b of Vernon's Texas Civi

Statutes, and section 84 of Article V of the
Appropriations Act for 1990-91,--At the De
meeting, the U, T. Board of Regents ado
implement the provisions of Section 8
the General Appropriations Act for
approval and availability of fin
ments required by Section 3 of
Vernon's Texas Civil Statut
set forth 1n Section 84 o
Appropriations Act for

er 1985

a policy to
Article V of
6=-87 regarding the
1al disclosure state-
ticle 6252~9b of

" This requirement is now
rticle V of the General
0=-91.

the Personnel and Audit Commit-
ted at the December 1985 meeting of
f Regents for implementing the filing
sclosure statements by certain officers
iversity of Texas System was amended to
lows:

Upon recommendatioc
tee, the policy
the U. T. Boar
of financial
within The
read as

QUIREMENT FOR FILING. ©On or before the last
riday of April, the Chancellor of the U. T.
System and the chief administrative officer of
each component institution shall file financial
disclosure statements (Statement(s]) with the
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REPORT AND RECCOMMENDATIONS OF THE FINANCE AND FACILITIES C
MITTEE (Pages 114 - 140).--Committee Chalrman Moncrief
reported that the Finance and Facilities Committee had
in open session to consider those items on its agenda
to formulate recommendations for the U. T. Board of
Unless otherwise indicated, all actions set forth i
Minute QOrders which follow were recommended by the/Finance
and Facilities Committee and approved in open segsion and
without objection by the U. T. Board of Regents/

I. FINANCE MATTERS

1. U. T. System: Approval of Chdncellor's Docket
No. 52 (Catalog Changezi;égpbn recommendation of

the Finance and Facilities/Committee, the Board
approved Chancellor’'s Dogket No. 52 in the form
distributed by the Exe
attached following P
coplies of the Minut
the record of this

tive Secretary. It is
e 176 in the official
and 1s made a part of
eeting.

It was express
aother documen
had been or
officials

authorized that any contracts or
or instruments approved therein
all be executed by the appropriate
the respective institution involved.

dered that any item included in the Docket
rmally is published in the institutiona

egent Ratliff abstained from voting on items
within the Docket related to Exxon Corporation
and Southwest Texas Electric Cooperative due to
a possible conflict of interest.

2. U. T. Board of Regents - Regents' Rules and Regu~
lations, Part Two: Approval of Amendments to
Chapter I1I, Section 4 (Local Institutional
Funds ).--Approval was given to amend the Regents'
Rules and Regulations, Part Two, Chapter III, Sec-
tion 4 regarding the investment of local institu-
tional funds to read as set forth below:

Sec. 4. Local Institutional Funds.

4,1 All local income not required to be
deposited in the State Treasury must
be deposited in official depository
banks for safekeeping or invested as
specified by law and by The Univer-
sity of Texas System Institutional
Funds Investment Policy.

4.11 Funds held in demand depos-
its, time deposits, or cer-
tificates of deposit shall
be deposited or invested in
official depository banks
with which the Beoard has a
depository agreement.
Depository agreements may
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4.12

be negotiated and executed by
the Executive Vice Chancellor
for Asset Management when such
agreements are in substantially
the same form as a standard
depository agreement approved
by the Beard and are with banks
meeting the then current poli-
cies of the Board.

Funds held in bank common trust
funds or money market funds
shall be invested in funds
approved by the Executive Vice
Chancellor for Asset Management
based on, at a minimum, the
criteria specified in The Uni-
versity of Texas System Institu-
tional Funds Investment Policy.
Requests for documentation speci-
fying staff authorized to sign
checks or initiate funds move-
ments, or changes thereto, for
all bank accounts, bank common
trust funds, or money market
funds shall be forwarded to the
System Comptroller, who, after
review and approval, shall refer
such requests to the Vice Chan-
cellor for Business Affairs for
notification of the entities
concerned.

The Executive Vice Chancellor
for Asset Management shall
invest, upon the request of

the chief business officer

of any component institution,
local institutional funds as
specified by law and by The
University of Texas System
Institutional Funds Investment
Policy and =shall negotiate and
execute all agreements and
instruments necessary for

such investments,

Depository banks selected shall furnish ade-
quate surety bonds or securities to assure
safety of these funds. Such securities
shall be delivered by the depository bank
to an account in the name of the Board at
a third-party depository(ies), bank(s) or
trust company{ies) approved and contracted
with by the Executive Vice Chancellor for
Asset Management. Local Funds shall be
deposited in the depository banks or
invested as soon as possible but in no
event later than that provided by law.
Demand deposits and time deposits will be
maintained in accordance with the current
policies of the Board.
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4.3 The Board and the chief administrative
officers may not, by law, borrow money
from any person, firm, or corporation
to be repaid from Local Funds except
as specifically authorized by the
Legislature.

4.4 Interest on Depocsits and Investments.--
As permitted by statute, interest
received on local institutional funds
shall be credited to appropriate
accounts in either general funds or
trust funds in relationship to the
sources of balances, provided that dis-
position of such earning was not speci-
fied by the grantor. Interest received
from Current Restricted Funds (Trust
Funds) deposits and investments shall
be subject ta further appropriation or
transfer by the Board for any lawful
purpose.

U. T. System: Approval of Non-Personnel Aspects of the
1990-91 Operating Budgets, Including Auxiliary Enter-
prises, Grants and Contracts, Designated Funds,
Restricted Current Funds, and Medical and Dehtal Ser-
vice, Research and Development Plans and Aythorization
for the Chancellor To Make Editorial Corréctions
Therein.-- At the request of Committee CHairman Moncrief,
Chancellor Mark, with the aid of slides/presented a com-~
prehensive overview of the 1990-1991 oposed Operating
Budgets for The University of Texas stem. A copy of
Chancellor Mark's report is on file/in the Office of

the Board of Regents,

Following Chancellor Mark's presgntation and upon recom-
mendation of the Academic Affaifs, Health Affairs, and
Finance and Facilities Commitiees, the Board approved
the non-personnel aspects of e 1990-91 Operating Bud-
gets, Including Auxiliary Epterprises, Grants and Con-
tracts, Designated Funds, Hestricted Current Funds, and
Medical and Dental Servicg, Research and Development
Plans for the U. T. Systém as listed below and autho-
rized the Chancellor t¢/make editorial corrections in
these budgets with subSequent adjustments to be repotrted
to the Board through/the institutional dockets:

The University of Texas System Administra-
tion (incldding the Available University

Fund)
The Unive of Texas at Arlington
The University of Texas at Austin

The University of Texas at Dallas
The Unjkversity of Texas at El Paso
The Upiversity of Texas - Pan American
The Yniversity of Texas ~ Pan American at
ownsville
University of Texas of the Permian
Basin
he University of Texas at San Antonio
(including The University of Texas
Institute of Texan Cultures at San
Antonio)
The University of Texas at Tyler
The University of Texas Southwestern Medi-
cal Center at Dallas
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THE UNIVERSITY OF TEXAS SYSTEM

OFFICE OF TIIE BOARD OF REGENTS
BOX N - AUSTIN, TEXAS 78713-732% 1312} 498 1402

MEMORANDUM

DATE February 28,_1999_

To: Those Who Receive R&R Amendments (list attached)

supjcT: __ Regents' Rules and Regulations, Part Two - Amendments

Please update your copy of the Regents' Rules and Regulations,
Part Two by destroying the pages listed in Column "A" and sub-
stituting in lieu thereof the pages listed in Column "BY:

1I'Atl IIBII
Cover Page Cover Page
Pages I~2 and I-3 Pages I-2 and I-3
Pages III-3 and I1I-4 Pages III-3 and I1II-4

The amendments approved at the February 8, 1990 meeting of the
Board of Regents as well as editorial changes have been incor-
porated on the revised pages.

AHD /pc
Enclosures
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RULES AND REGULATIONS

OF THE

BOARD OF REGENTS

OF

THE UNIVERSITY OF TEXAS SYSTEM

FOR THE GOVERNMENT OF

THE UNIVERSITY QF TEXAS SYSTEM

PART TWO

Official Copy
Feb. 8,

Part Two was completely reissued as of June 1, 1988.

(Substantive amendments through February 8, 1990,
and editorizl amendments through February 1990
have been issued with this cover sheet)

19940




Official Copy
June 1, 1988

foreseeable prospects of grow-
ing to sufficient size to
justify the continuing costs
of maintenance of such fund

as a separate fund, then in
the Board's discretion the
principal of such fund may be
expended for or otherwise
devoted to the accomplishment,
as near as may be possible, of
the purposes for which the fund
was established.

1.332 A permanent register of memorial
gifts shall be maintained at
each component institution to
record gifts, or where the gift
or donation is not specifically
directed to a component, the
register shall be maintained by
System Administration.

1.4 Except as provided in other subsectiong of this Sec-
tion, the authority to accept gifts to a component
institution is delegated to the chief administrative
officer when the gift is to a fund, foundation, or
enterprise already approved by the Board or is a con-
tinuation of a series which has been previously
approved by the Board. Each chief administrative
officer, or a designee specified in writing, is empow-
ered to accept cash gifts (except endowments) to a
component institution of the System in the amount
of 525,000 or less and gifts in kind having a value
of $25,000 or less, within the policies of the Board
and Legislature governing the acceptability of gifts,
and to deposit such gifts to the appropriate accounts.
All gifts (except those described in Subsection 1.5
below) shall be reported by the dockets of each com-
ponent institution as prescribed by the Board.

1.5 A quarterly report of all such gifts of $25,000 or
less showing name and address of donor, amount of
cash gift or value of gift in kind, purpose, and date
of the gift shall be filed with the Board via the

Editorial Amendment
Issued February 1990
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System Development Office within thirty (30) days
after August 31, November 30, February 28, and May 31
of each year. Such reports will summarize gifts of
$2,500 or less showing only total dollars and number
of gifts.

l.6 Except as provided in this Section and the preceding
Sections, no member of the staff of any institution
has the authority to accept gifts to the System or
to any of its component institutions. Gifts to the
component ingtitutions of books or other objects of
very small value and very obvious propriety, without
conditions attached, may be accepted by individual
members of the staffs provided these gifts are
reported to the Board as specified in Subsections 1.4
or 1.5 as appropriate.

1.7 Due to the inefficiencies and high costs associated
with separately tailoring investment management pro-
grams for gifts that are investment-restricted, not-
withstanding any other provision of this Chapter, a
gift subject to investment restrictions shall be
referred to the System Director of Development who
shall review the terms of the gift instrument with
the Office of Asset Management and the Office of
General Counsel prior to acceptance of the gift
and/or prior to its recommendation for acceptance
by the U. T. Board of Regents.

1.8 Neither the System nor any of its component institu-
tions will accept a gift for the benefit of any
designated student unless the donor is exempt from
Federal Income Taxes as defined by the Commissioner
of Internal Revenue.

1.9 The acceptance of gifts of real property is prohibited
without prior express approval of the Legislature
except for establishing scholarships, professorships,
or other trusts for educational purposes, provided
that such property will not thereafter require legis-
lative appropriations for operation, maintenance,
repair, or construction of buildings (current Appro-
priations Bill). Acceptance of all gifts of real
estate shall be subject to the U. T. System Trust
Fund Real Estate Policy Statement.

Editorial Amendment
Issued February 1990
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Official Copy
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Petty cash funds shall be provided only on approval
of, and by arrangement of, the department with the
chief business officer. Special petty cash fund bank
accounts may be established only with the approval of
the System Comptroller.

Deposits with the State Treasurer.

3.1

303

The statutes and the current Appropriations Act
require that all cash receipts of the general aca-
demic teaching institutions be deposited in the State
Treasury with the exception of those from auxiliary
enterprises, noninstructional services, matriculation
fees collected in lieu of student activity fees,
agency and restricted funds, endowment funds, student
loan funds, and Constitutional College Building Amend-
ment Funds.

Institutional receipts required to be deposited in the
State Treasury shall be so deposited in the manner
prescribed in the statutes and the current Appropria-
tions Act.

Component institutions of the System are authorized

by the current Appropriations Act to establish Revolv-
ing Funds under certain prescribed procedures to
facilitate the payment of nominal expenses and to pay
bills within cash discount periocds, as well as for
regular monthly payrolls, weekly, and special payrolls.
such Revolving Funds are authorized, subject to
approval of the System Comptroller.

Local Institutional Funds.

4.1

All local income not required to be deposited in the
State Treasury must be deposited in official depository
banks for safekeeping or invested as specified by law
and by The University of Texas System Institutional
Funds Investment Policy.

4.11 Funds held in demand or time deposits shall
be deposited in official depository banks
with which the Board has a depository
agreement. Depository agreements may be
negotiated and executed by the Executive
Vice Chancellor for Asset Management when
such agreements are in substantially the
same form as a standard depository agree=-
ment appreoved by the Board and are with
banks meeting the then current policies
of the Board.

III - 3
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4,12 Requests for authorized signatures, or
changes thereto, for bank accounts main-
tained in all depository banks, shall be
forwarded to the System Comptreller, who,
after review and approval, shall refer such
requests to the Vice Chancellor for Busi-
ness Affairs for notification of the banks
concerned.

Depository banks selected shall furnish adeguate surety
bonds or securities to assure safety of these funds.
Local Funds shall be deposited in the depository banks
as soon as possible. Demand deposits and time deposits
will be maintained in accordance with the current poli-
cies of the Board.

The Board and the chief administrative officers may not,
by law, borrow money from any person, firm, or corpo-
ration to be repaid from Local Funds except as specif=-
ically authorized by the Legislature.

Interest on Time Deposits.--As permitted by statute,
interest received from depository banks for funds on
time deposit shall be credited to appropriate accounts
in either general funds or trust funds in relationship
to the sources of balances on time deposit, provided
that disposition of such earning was not specified by
the grantor. Interest received from Current Restricted
Funds (Trust Funds) time deposits shall be subject to
further appropriation or transfer by the Board for any
lawful purpose.

The Executive Vice Chancellor for Asset Management shall
invest, upon the request of the chief business officer
of any component institution, local institutional funds
as specified by law and by The University of Texas
System Institutional Funds Investment Policy and shall
negotiate and execute all agreements and instruments
necessary for such investments.

Sec. 5. Vouchers for Expenditures.

5.1

Properly approved and fully supported vouchers are
the authorization for cash disbursements. The Chair-
man of the Board or his or her delegate or the chief
administrative officer or his or her delegate must
approve all vouchers. One of these delegates shall
be the chief business officer who shall select the
other delegates from his or her staff. Such approval
is based upon satisfactory supporting documentation

I1I - 4
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Distribution List for Official Copies of
Regents' Rules and Regulations

Board of Regents & Office of Board of Regents 1
Executive Associate for Econcomic Affairs
Legislative Budget Board
Governor's Budget and Planning Office
Publications Clearing House
State Auditor & U. T. Austin Representative
Legislative Reference Librarian
System Administration
Chancellor
Executive Vice Chancellor for Academic Affairs
Executive Vice Chancellor for Health Affairs
Executive Vice Chancellor for Asselt Management
Executive and Research Assistant to the Chancellor
Vice Chancellor for Business Affairs
Vice Chancellor and General Counsel
Vice Chancellor for Governmental Relations
Director for Development
Chief Administrative Officers of Component Institutions 16
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Vice Chancellor for Budgets & Human Resources,
Texas A&M University System {Lancaster) 1

TOTAL 45

NOTE: See July 6, 1988 letter (copy attached) from Coordinating Board which
requests that only those amendments related to 1) academic workload
and 2) faculty development leaves be sent to that office.
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Addresses of State Officials Who Recelve Copies
of the Regents' Rules and Regulations

Governor's Budget and Planning Office

711 Sam Houston Building
Austin, Texas 78711

Mr. James P. Oliver, Director
Legislative Budget Board
Second Floor, Capitol

Austin, Texas 78711

Mr. Lawrence Alwin

State Auditor

406 John H. Reagan Building
Austin, Texas 78711

State Auditor's Office

The University of Texas at Austin
Mainh Building 311

Austin, Texas 78712

Mr. James R. Sanders
Legislative Reference Librarian
Second Floor, Capitol
Austin, Texas 78711

Publications Clearing House
Room 307, Texas State Library
Austin, Texas 78711

Dr. Kenneth H. Ash
Commissioner, as Higher

Educati Ceordinating Board
verside Drive, Second Level
Texas 78704

Mr. W. C. Lancaster
Vice Chancellor for Budgets
and Human Resources
The Texas A&M University System
College Station, Texas 77843-1117

(NOTE: Send only when there are
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workload or 2) faculty development
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foreseeable prospects of grow-
ing to sufficient size to
justify the continuing costs
of maintenance of such fund

as a separate fund, then in
the Board's discretion the
principal of such fund may be
expended for or otherwise
deveted to the accomplishment,
as near as may be possible, of
the purposes for which the fund
was established.

1.332 A permanent register of memorial
gifts shall be maintained at
each component institution to
record gifts, or where the gift
or donation is not specifically
directed to a component, the
register shall be maintained by
System Administration.

Except as provided in other subsections of this Sec-
tion, the authority to accept gifts to a component
institution is delegated to the chief administrative
officer when the gift is to a fund, foundation, or
enterprise already approved by the Board or i1s a con-
tinuation of a series which has been previously
approved by the Board. Each chief administrative
officer, or a designee specified in writing, is empow-
ered to accept cash gifts (except endowments) to a
component institution of the System in the amount

of 525,000 or less and gifts in kind having a value
of $25,000 or less, within the policies of the Board
and Legislature governing the acceptability of gifts,
and to deposit such gifts to the appropriate accounts.
All gifts (except those described in Subsection 1.5
below) shall be reported by the dockets of each com-
ponent institution as prescribed by the Board.

A quarterly report of all such gifts of $25,000 or
less showing name and address of donor, amount of
cash gift or value of gift in kind, purpose, and date
of the gift shall be filed with the Board within
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thirty (30) days after August 31, November 30, Febru-
ary 28, and May 31 of each year. Such reports will
summarize gifts of $2,500 or less showing only total
dollars and number of gifts.

Except as provided in this Section and the preceding
Sections, no member of the staff of any institution
has the authority to accept gifts to the System or

to any of its component institutions. Gifts to the
component institutions of books or other objects of
very small value and very obvious propriety, without
conditions attached, may be accepted by individual
members of the staffs provided these gifts are
reported to the Board as specified in Subsections 1.4
or 1.5 as appropriate.

Due to the inefficiencies and high costs associated
with separately tailoring investment management pro-
grams for gifts that are investment-restricted, not-
withstanding any other provision of this Chapter, a
gift subject to investment restrictions shall be
referred to the System Director of Development who
shall review the terms of the gift instrument with
the Qffice of Asset Management and the Office of
General Counsel prior to acceptance of the gift
and/or prior to its recommendation for acceptance
by the U. T. Board of Regents.

Neither the System nor any of its component institu-
tions will accept a gift for the benefit of any
designated student unless the donor is exempt from
Federal Income Taxes as defined by the Commissioner
of Internal Revenue.

The acceptance of gifts of real property is prohibited
without prior express approval of the Legislature
except for establishing scholarships, professorships,
or other trusts for educational purposes, provided
that such property will not thereafter require legis-
lative appropriations for operation, maintenance,
repair, or construction of buildings (current Appro-
priations Bill). Acceptance of all gifts of real
estate shall be subject to the U. T. System Trust
Fund Real Estate Policy Statement.




REPORT AND RECOMMENDATIONS OF THE FINANCE AND FACILITIES CO
MITTEE (Pages 118 - 125).--Committee Chairman Moncrief repgrted
that the Finance and Facilities Committee had met in ope
session to consider those items on its agenda and to fofmu-
late recommendations for the U. T. Board of Regents.
otherwise indicated, all actions set forth in the Mihute

Orders which follow were recommended by the Finan and

Facilities Committee and approved in open sessiord and with-
out objection by the U. T. Board of Regents:

I. FINANCE MATTERS

1, U. T. System: Approval of ancellor's Docket
Ne. 50 {Catalog Change).-~Jpon recommendation of
the Finance and Faciliti Committee, the Board
approved Chancellor's cket No. 50 in the form
distributed by the E
attached following

copies of the Min
record of this

cutive Secretary. It is
ge 158 in the official
es and is made a part of the

1t was expre
other doc nts or instruments approved therein

had been shall be executed by the appropriate
official$ of the respective institution involved.

ordered that any item included in the Docket
normally is published in the institutional
talog be reflected in the next appropriate cata-
og published by the respective institution.

Regent Ratliff abstained from voting on items
within the Docket related to Exxon Corporation
and Southwest Texas Electric Cooperative due to
a possible conflict of interest.

2. U. T. Board of Regents - Regents' Rules and Regu-
lations, Part Two: Approval of Amendments to
Chapter II1I, Section 4 {(Local Institutional
Funds).--Committee Chairman Moncrief reported that,
since the Material Supporting the Agenda was pre-
pared, an additional item related to proposed
amendments to the Regents' Ruleg and Regulationsg,
Part Two, Chapter III had been posted with the
Secretary of State and distributed to the Board
on yellow paper.

Approval was given to amend the Regents' Rules
and Requlations, Part Two, Chapter III, Section 4
(Local Institutional Funds) to read as set forth
below:

Sec. 4. Local Imnstituticonal Funds.

4.1 All local income not required to
be deposited in the State Treasury
must be deposited in official
depository banks for safekeeping
or invested as specified by law
and by The University of Texas
System Institutional Funds Invest-
ment Policy.

4.11 Funds held in demand or time
deposits shall be deposited
in official depository banks

- 118 -




with which the Board has a depository
agreement. Depository agreements may
be negotiated and executed by the
Executive Vice Chancellor for Asset
Management when such agreements are
in substantially the same form as a
standard depository agreement approved
by the Board and are with banks meeting
the then current policies of the Board.
4.12 Requests for authorized signatures,
or changes thereto, for bank accounts
maintained in all depository banks,
shall be forwarded to the System Comp-
troller, who, after review and approval,
shall refer such requests to the Vice
Chancellor for Business Affairs for
notification of the banks concerned.

4.2 Depository banks selected shall furnish ade~
quate surety bonds or securities to assure
safety of these funds. Local Funds shall be
deposited in the depository banks as soon as
possible. Demand deposits and time deposits
will be maintained in accordance with the
current policies of the Board.

4.3 The Board and the chief administrative offi-
cers may not, by law, borrow money from any
person, firm, or corporation to be repaid
from Local Funds except as specifically
authorized by the Legislature.

4.4 Interest on Time Deposits.=~As permitted by
statute, interest received from depository
banks for funds on time deposit shall be
credited to appropriate accounts in either
general funds or trust funds in relationship
to the sources of balances on time deposit,
provided that disposition of such earning
was not specified by the grantor. Interest
received from Current Restricted Funds (Trust
Funds)} time deposits shall be subject to
further appropriation or transfer by the
Board for any lawful purpose.

4.5 The Executive Vice Chancellor for Asset Man-
agement shall invest, upon the request of
the chief business officer of any component
institution, local institutional funds as
specified by law and by The University of
Texas System Institutional Funds Investment
Policy and shall negotiate and execute all
agreements and instruments necessary for
such investments.

These amendments conform the Regents' Rules and Regula-
tions to the Public Funds Investment Act and specify the
responsibilities of the Executive Vice Chancellor for
Asset Management with regard to the investment of local
funds within that policy and also delegate to the Execu-
tive Vice Chancellor for Asset Management authority to
execute depository agreements which are in consonance
with the model previously approved by the Board.

- 119 -
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FROM:

SUBJECT!

.

THE UNIVERSITY OF TEXAS SYSTEM

OFFICE OF THE BOARD OF REGENTS
BOX N - AUSTIN, TEXAS 787137328 (512) 499-4402

MEMORANDUM

parg_ January 2, 189¢

Those Whe Receive R&R Amendments {list attached)

P
PR

Arthur H. Dilly s

Regents' Rules and Regulations, Part Two - Amendments

Please update your copy of the Regents' Rules and Requlations,
Part Two by destroying the pages listed in Column "A" and sub-
stituting in lieu thereof the pages listed in Column "B":

!IA" |IB!I
Cover FPage Cover Page
Pages V-22 and V-23 Pages V=22 and V-23
Pages IX-1 through IX-6 Pages IX-1 through IX-6

The amendments approved at the December 7, 1989 meeting of the
Board of Regents as well as editorial changes have been incor-
porated on the revised pages.

AHD/1p .
Enclosures
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THE UNIVERSITY OF TEXAS SYSTEM

PART TWO

Part Two was completely reissued as of June 1, 1988.
(Substantive amendments through December 7, 1989,
and editorial amendments through December 1989
have been issued with this cover sheet)
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System and a business entity relat-
ing to rights in intellectual prop-
erty conceived, created, discovered,
invented or developed by such
employee shall belong to the
employee.

2.47 Business Participation.

2.471 Any System employee who conceives,
creates, discovers, invents or
develops intellectual property shall
not serve as a member of the board
of directors or other governing
board or as an officer or an
employee (other than as a consul-
tant) of a business entity that has
an agreement with the System relat-
ing to the research, development,
licensing, or exploitation of that
intellectual property without prior
review and approval by the chief
administrative officer of the com-
ponent institution, the Chancellor
and the Board as an agenda item.

2.472 Wwhen requested and authorized by
the Board, an employee may serve on
behalf of the Board as a member of
the board of directors or other
governing board of a business entity
that has an agreement with the
System relating to the research,
development, licensing or exploita-
tion of intellectual property.

2.48 Reporting.
2.481 Any employee covered by Sec-

tion 2.462, 2.471, or 2.472 shall
report in writing to the chief
administrative officer of the compo-
nent insatitution, or to such other
person as may be designated by the
chief administrative officer, the
name of any business entity as
referred to therein in which the
person has an interest or for which
the person serves as a director,
officer or employee and shall be
responsible for submitting a revised
written report upon any change in

Editorial Amendment
Issued December 1989
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Official Copy
Dec. 7, 1989

the interest or position held by such
person in such business entity. These
reports shall be accumulated in the
office of the chief administrative
officer or designee and then forwarded
to the appropriate Executive Vice
Chancellor by September 1 of each year
so that the Chancellor may file a
report with the Board at its October
meeting. After the report has been
approved by the Board, the Chancellor
shall prepare the report to the Gover=-
nor and the Legislature required by
Section 51.912(c¢), Texas Education Code.

Approval of Agreements Relating to Rights
in Intellectual Property.

2.491

2.492

Agreements relating to rights in
intellectual property shall ordi-
narily be approved by the Board on

the institutional docket following
review by the Office of General
Counsel and approval by the chief
administrative officer of the compo-
nent institution, the appropriate
Executive Vice chancellor and the
Chancellor.

Any agreement altering substantially
the basic intellectual property policy
of the System as set out in the pre-
ceding sections and other policies and
guidelines that may be adopted by the
Board shall have the advance approval
of the chief administrative officer,
the appropriate Executive Vice Chan-
cellor, the Chancellor, and the Board
as an agenda item. Such an alteration
in a sponsored research agreement shall
not he considered substantial and may
be approved by the Board on the insti-
tutional docket if, in the judgment of
the chief administrative officer and
with the concurrence of the appropriate
Executive Vice Chancellor, the benefits
from the level of funding for the pro-
posed research and/or other considera-
tion from the sponsor outweigh any
potential disadvantage that may result
from the policy deviation,
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Official Copy
Feb., 9, 1989

CHAPTER IX

MATTERS RELATING TO INVESTIMENTS, TRUSTS, AND LANDS

Sec. 1. Authorizations re Sales, Assignments, Conveyances, Receipt

of Property, and Proxies.

1.1

1.2

Authority to Purchase, Exchange, and Sell Securities
for and on Behalf of the Permanent University Fund
(hereinafter sometimes referred to as "PUF") and the
Board.--The Chancellor, or his or her delegate, the
Executive Vice Chancellor for Asset Management, and
the Executive Director for Investments are authorized
to purchase, exchange, and sell any and all securi-
ties for and on behalf of the PUF cor the Board. 1In
addition, external investment managers appointed by
the Board of Regents may purchase, sell, or exchange
securities, pursuant to written agreement with the
Board of Regents, from funds designated from the PUF,
the Common Trust Fund, the Medical Liability Self-
Insurance Fund, or any funds held in trust.

Authority to Assign and Transfer Securities Owned by
the PUF and the Board.--The Chancellor, or his or her
delegate, the Executive Vice Chancellor for Asset Man-
agement, the Executive Director for Endowment Manage-
ment and Administration, the Comptroller and Assistant
Comptroller, and the Manager of Endowment Accounting
and Operations may each assign and transfer any and
all securities of any description whatever and exe-
cute any and all documents necessary to the consumma-
tion of any sale, assignment, or transfer of any
securities registered in the name of the PUF or the
Board, or in any other form of registration of such
securities held for the account of the PUF or the
Board in whatever manner, including all fiduciary
capacities and including those registered in the names
of trusts or foundations managed and controlled by

Editorial aAmendment
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said Board. In addition, custodian banks appointed by
the Executive Vice Chancellor for Asset Management may
assign and transfer securities and execute any and all
documents necessary to the consummation of any sale,
assignment, or transfer of any security owned by the
Board.

1.3 Authority to Execute Instruments Relating to Land
and Mineral Interests.--The Chairman of the Board,
the Vice-Chairmen, the Chancellor, or his or her
delegate, and the Executive Vice Chancellor for
Asset Management are each authorized to execute con-
veyances, deeds, surface and/or mineral leases, ease-
ments, rights-of-way, oil and gas division orders,
and transfer orders, geophysical and material source
permits, water contracts, pooling and unitization
agreements, and any other instruments as may be neces-
sary or appropriate from time to time, relating to
the handling, management, control, and disposition
of any real estate or mineral interest held or con-
trolled by the Board as a part of the PUF or as a
part of any trust or special fund.

1.4 Authority to Receive and Collect Money and/cr Prop-
erty.--The Chancellor, the Executive Vice Chancellor
for Asset Management, the Executive Director for
Endowment Management and Administration, and the Man-
ager of Estates and Trusts are each authorized and
empowered to ask, demand, collect, recover, and receive
any and all sums of money, debts, dues, rights, prop-
erty, effects, or demands, whatever, due, payable, or
belonging, or that may become due, payable, or belong-
ing to any of the above funds from investment transac=-
tions, from any person or persons, whatever, and to
execute any and all necessary or proper receipts,
releases, and discharges therefor.

1.5 Authority to Execute Proxies and Consent to Modifica-
tions in Bond Indentures.--The Chancellor, or his or
her delegate, the Executive Vice Chancellor for Asset
Management, the Executive Director for Investments,
the Executive Director for Endowment Management and
Administration, and the Investment Qfficers are each
authorized to consent to modifications in bond inden-
tures and to execute proxies within the approved
investment policies.

Editorial Amendment
Issued December 1989
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Official Copy
June 1, 1988

Authority to Deliver and Maintain Securities in
Book-Entry Form.--Securities owned by the PUF or the
Board may be delivered and maintained by a custodian
bank or a member bank of the Federal Reserve System
in book-entry form subject to applicable law.

Policy for Investment and Management of the FUF.

2.1

The policies for the investment of funds for the
Permanent University Fund shall be those outlined
in The Permanent University Fund Investment Policy
statement.

Advice of Investment Advisory Committee.--The Chan-
cellor, the Executive Vice Chancellor for Asset Man-
agement, and the Executive Director for Investments
shall seek the advice and counsel of the Investment
Advisory Committee at its regular guarterly meetings
and at other times as appropriate on all of the major
matters involving the PUF.

Reports to the Regents' Land and Investment Commit-

tee, .

2.31 All purchases, sales, and exchanges
of investments shall be reported for
ratification by the Board through the
Regents' Land and Investment Committee,

2.32 The investment performance of the
Fund, as measured by an unaffiliated
organization, shall be reported to
the Regents' Land and Investment Com-
mittee at least annually.

2.33 The nature and extent of any invest-
ments in or businegs transacted with
any firm with which a member of The
University of Texas System investment
staff is affiliated will be reported
to the Regents' Land and Investment
Committee annually.

2.34 The Fund's investment in U. S. com-
panies with substantive investments
or coperations in South Africa will
be reported to the Regents' Land and

Editorial 2amendment
Issued December 19809
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Investment Committee semiannually in
combination with the status review
of these firms' effective compliance
with the spirit of the six key ele-
ments of the Sullivan Principles.

2.35% All proxy votes on the social Issue
of investment and corporate conduct
in South Africa will be reported to
the Regents' Land and Investment Com-
mittee.

2.4 The Chancellor, the Executive Vice Chancellor for
Asset Management, or the Executive Director for
Investments are each authorized to take any and all
steps as may be considered necessary or advisable to
protect the interest of the PUF in event of default
or any other significant changes occurring with
respect to any investment.

2.5 Policies with Respect to Stock Rights, Fractional
Shares, and Proxies.
2.51 Exercise of or sale of stock rights and

warrants is to be made at the discre-
tion of the Chancellor, the Executive
Vice Chancellor for Asset Management,
the Executive Director for Investments,
or the Investment Officers. Stock rights
or warrants which arise in connection
with funds under control of an unaffili-~
ated investment manager shall be handled
by that manager at its discretion.

2.52 Fractional shares which arise in con-
nection with funds under control of
an unaffiliated investment manager or
the System investment staff shall he
handled by that manager or the staff
at its discretion.

2.53 As a general rule, voting stocks held
are to be voted by returning proxies
to present management. When the
Executive Director for Investments or
the Executive Director for Endowment
Management and Administration deter-
mines that a vote with management
would not be in the sharehclder's

Editorial Amendment
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best financial interest, or when a
proposal under consideration is of

a social nature, the matter will be
referred to the Chancellor or the
Executive Vice Chancellor for Asset
Management, or, in the event both of
them are absent, to the Chairman of
the Land and Investment Committee,.
Voting on the issue of investments
and corporate conduct in South Africa
shall correspond to the Regents'
Policy Statement on South African
Issues adopted by the Board at its
February 1986 meeting.

Exchange of Bonds.-~The Chancellor, the Executive
Vice Chancellor for Asset Management, the Executive
Director for Investments, and the Investment Officers
are each authorized to exchange bonds owned, from
time to time, on a par for par basis (with such cash
adjustments as may be required) for other eligible
bonds or obligations. 1In any such exchange the cost
of the bonds exchanged out (plus or minus the cash
adjustments involved) shall be carried forward as
the cost of the bonds or obligations acquired, even
though the sale and purchase may be effected through
different brokers. Such sales and purchases may be
considered as exchanges praovided there has been an
improvement in book yield.

Sec. 3. Policy for Investment and Management of Trust and Special

Funds.

3.1

Unless otherwise limited by the terms of the instru-
ment by which the fund was created, trust and spe-
cial funds under the control of the Board shall be
invested and reinvested in such securities and
investments as are permitted by the Texas Trust Code
(Subtitle B, Title 9, Texas Property Code) as legal
investments for funds held by trustees. The poli-
cies for the investment of funds for the Professicnal
Medical Liability Self-Insurance Plan shall be those
outlined in the Medical Liability Self-Insurance Fund
Investment Policy Statement.

Editorial Amendment
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Official Copy
June 1, 1588

The provisions of Sections 2.2, 2.3, 2.4, 2.5 and 2.56,
with respect to the investment and management of the
PUF, shall likewise apply to trust and special funds
except that Subsection 2.32 shall be applied only
when appropriate comparisons and significant amounts
are involwved.

Trust funds will be managed separately and not com-
mingled with the Common Trust Fund if the terms of
the instrument by which the fund was created or
documents and instructions from the donor preclude
investment through the Common Trust Fund. In addi-
tion, nonmarketable securities held by a trust fund
may be recorded as separately invested. All other
endowment funds will be invested through the Cowmmon
Trust Fund.

Policy for Investment and Management of the Common Trust Fund.

4.1

The policies for the investment of funds for the
Common Trust Fund shall be those ocutlined in The
Common Trust Fund Investment Policy Statement.

The provisions of Sections 2.2, 2.3, 2.4, 2.5 and 2.6,
with respect tc the investment and management of the
PUF, shall likewise apply to the Common Trust Fund,

Investment Advigsory Committee.--The Investment Advisory Com-

mittee 1s and has been established in order to assist and
advise the Chancellor, the Executive Vice Chancellor for
Asset Management, and the Executive Director for Investments
with respect to matters relating to the management of invest-

ments.

5.1

5.2

The following rules shall apply to such Committee:

Membership.--5iXx members of the Committee shall be

selected because of their particular qualifications
and experience 1in the field of investments, includ-
ing experience in bond and corporate stock invest-

ments.

Selection Procedure.--Appointments to such Committee
shall be made by the Board after recommendation by
the Chancellor.

Editorial Amendment
Issued December 1989
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September 7, 1989

Distribution List for Official Copies of
Regents' Rules and Regulations

Board of Regents & Office of Board of Regents 1
Executive Associate for Economic Affairs
Legislative Budget Board
Governor's Budget and Planning Office
Publications Clearing House
State Auditor & U. T. Austin Representative
Legislative Reference Librarian
system Administration
Chancellor
Executive Vice Chancellor for Academic Affairs
Executive Vice Chancellor for Health Affairs
Executive Vice Chancellor for Asset Management
Executive and Research Assistant to the Chancellor
Vice Chancellor for Business Affairs
Vice Chancellor and General Counsel
Vice Chancellor for Covernmental Relations
Director for Development
Chief Administrative Officers of Component Institutions 16

O N e D

Vice Chancellor for Budgets & Human Resources,
Texas A&M University System (Lancaster) 1

TOTAL 45

NOTE: See July 6, 1988 letter (copy attached) from Coordinating Board which
requests that only thoszse amendments related to 1)} academic workload
and 2) faculty development leaves be sent to that office.




September 7, 1989

Addresses of State Officials Who Receive Copies

of the Regents'

Rules and Requlations

Governor's Budget and Planning Office
711 Sam Houston Building
Austin, Texas 78711

My. James P. Oliver, Director
Legislative Budget Board
Second Floor, Capitol

austin, Texas 78711

Mr. Lawrence Alwin

State Auditor

406 John H. Reagan Building
Austin, Texas 78711

State Auditor's Office

The University of Texas at Austin
Main Building 311

Austin, Texas 78712

Mr. James R. Sanders
Legislative Reference Librarian
Second Floor, Capitol
Austin, Texas 78711

Publications Clearing House
Room 307, TeXas State Library
Austin, Texas 78711

Dr. Kenneth H. Ash
Commissioner, Texds Higher

Educatio cordinating Board
iwverside Drive, Second Level
Texas 78704

Mr. W. C. Lancaster
Vice Chancellor for Budgets
and Human Resources
The Texas A&M University System
College Station, Texas 77843-1117

(NOTE: Send only when there are
amendments related to 1) academic
worklocad or 2) faculty development
leaves.)
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INTELLECTUAL PROPERTY MATTERS

1.

U. T. Board of Regents - Regents' Rules and Regu-
lations, Part Two: Approval of Amendments to Chap-
ter V, Section 2, Subsection 2.4, Subdivision 2.49
(Approval of Agreements Relating to Rights in
Intellectual Property).--Committee Chairman Ratliff
called on Vice Chancellor and Ceneral Counsel
Farabee for background information on the proposed
amendments to the Regents' Rules and Regulations,
Part Two, Chapter V, Section 2 related to intel-
lectual property rights in agreements. Vice Chan-
cellor farabee pointed out that the proposed
anendments would allow sponsored research agree-
ments (including research participation agreements,
conditional gifts, extensions of or modifications
to previously approved agreements, and consulting
agreements) containing language in technical non-
conformance with the Intellectual Property Policy
or the Guidelines to be processed more expediti-
ously upon a finding that the potential benefits
from the level cof funding for the proposed research
and/or other consideration from the sponsor out-
welgh potential disadvantages related to the policy
deviation.

Mr. Farabee then introduced Mr. Dudley R. Dobie, Jr.
Section Manager of Intellectual Property in the
Office of General Counsel, who addressed certain
matters relating to sponsored research agreements,
corporate attitudes regarding policies of The Uni-
versity of Texas System concerning sponsored
research, and positions taken by other majer
research universities with respect to similar
issues. A copy of Mr. Dobie's report is on file

in the Office of the Board of Regents.

Following these presentations and a brief discus-
sion, the Regents' Rules and Regulations, Part Two,
Chapter Vv, Section 2, Subsection 2.4, Subdivi-
sion 2.49 (Approval of Agreements Relating to
Rights in Intellectual Property) were amended as
set forth below to allow sponsored research agree-
ments containing language in technical nonconfor-
mance with the Intellectual Property Policy or
Guidelines to be processed more expeditiously:

Sec. 2. General Fersonnel.

2.49 Approval of Agreements Relating to
Rights in Intellectual Property.

2.491 Agreements relating to
rights in intellectual
property shall ordinarily
be approved by the Board
on the institutional docket
following review by the
Office of General Counsel
and approval by the chief
administrative officer of
the component institution,
the appropriate Executive
Vice Chancellor and the
Chancellor.



2.

2.492 Any agreement altering substan-
tially the basic intellectual
property policy of the System
as set out in the preceding
sections and other policies and
guidelines that may be adopted
by the Board shall have the
advance approval of the chief
administrative officer, the
appropriate Executive Vice
Chancellor, the Chancellor,
and the Board as an agenda
item. Such an alteration in a
sponsored research agreement
shall not be considered substan-
tial and may be approved by the
Board on the institutional
docket if, in the judgment of
the chief administrative offi-
cer and with the concurrence
cf the appropriate Executive
Vice Chancellor, the benefits
from the level of funding for
the proposed research and/or
other consideration from the
sponsor outweigh any potential
disadvantage that may result
from the policy deviation.

U. T. Dallas: Approval of Patent and Technology Lic
and Development Agreement with Research Applicati
Inc. (RAI), Austin, Texas.--The Board, upon re
tion of the Land and Investment Committee,
Patent and Technolegy License and Develop
set out on Pages 39 - 57 by and betwee
of Regents, for and on behalf of The
at Dallas, and Research Applicati
Austin, Texas, for the developm
method and apparatus for pro
with laser ablation.

t Agreement
e U. T. Board
iversity of Texas
, Inc. (RAI),

and licensing of a
ing a layer of material

Research Applications
was established to
ization of techno
receive a royal
under U. T. D
nology righ

nc. (RAI), a Texas corporation,
ist universities in the commercial-
ies, Under the agreement, RAI will
-bearing, exclusive, worldwide license
as' currently existing patent and tech-
in inventions by Dr. Carl B. Collins, Pro-
artment of Physics; Dr. Farzin Davanloo,
Researc ssociate, Department of Mathematics and Natural
; and Dr. Suhas 5. Wagal, former Research Asso-
cia Department of Physics.

der the license agreement, RAI 1s granted the right to

anufacture, use and sell the technology and to grant
sublicenses to others in specific fields of use.
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CHAPTER IX

MATTERS RELATING TO INVESTMENTS, TRUSTS, AND LANDS

Sec. 1. Authorizations re Sales, Assignments, Conveyances, Receipt
of Property, and Proxies.

1.1 Authority to Purchase, Exchange, and Sell Securities
for and on Behalf of the Permanent University Fund
(hereinafter sometimes referred to as "PUF'") and the
Board.--The Chancellor, or his or her delegate, the
Executive Vice Chancellor for Asset Management, and
the Director for Investments are authorized to pur-
chase, exchange, and sell any and all securities for
and on behalf of the PUF or the Board. In addition,
external investment managers appointed by the Board
of Regents may purchase, sell, or exchange securities,
pursuant to written agreement with the Board of
Regents, from funds designated from the PUF, the Com-
mon Trust Fund, the Medical Liability Seli-Insurance
Fund, or any funds held in trust.

1.2 Authority to Assign and Transfer Securities Owned by
the PUF and the Board.--The Chancellor, or his or her
delegate, the Executive Vice Chancellor for Asset Man-
agement, the Director for Endowments and Trusts, the
Comptroller and Assistant Comptroller, and the Manager
of Endowment Accounting and Operations may each assign
and transfer any and all securities of any description
whatever and execute any and all documents necessary
to the consummation of any sale, assignment, or trans-
fer of any securities registered in the name of the
PUF or the Board, or in any other form of registration
of such securities held for the account of the PUF or
the Board in whatever manner, including all fiduciary
capacities and including those registered in the names
of trusts or foundations managed and controlled by
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said Board. In addition, custodian banks appointed by
the Executive Vice Chancellor for Asset Management may
asgign and transfer securities and execute any and all
documents necessary to the consummation of any sale,
assignment, or transfer ¢f any security owned by the
Board.

1.3 Authority to Execute Instruments Relating to Land
and Mineral Interests.--The Chairman of the Board,
the Vice~Chairmen, the Chancellor, or his or her
delegate, and the Executive Vice Chancellor for
Asset Management are each authorized to execute con-
veyances, deeds, surface and/or mineral leases, ease-
ments, rights-of-way, oil and gas division orders,
and transfer orders, geophysical and material source
permits, water contracts, pocling and unitization
agreements, and any other instruments as may be neces-
sary or appropriate from time to time, relating to
the handling, management, contrel, and disposition
of any real estate or mineral interest held or con-
trolled by the Board as a part of the PUF or as a
part of any trust or special fund.

1.4 Authority to Receive and Collect Money and/or Prop-
erty.--The Chancellor, the Executive Vice Chancellor
for Asset Management, the Director for Endowments and
Trusts, and the Manager of Estates and Trusts are each
authorized and empowered to ask, demand, collect,
recover, and receive any and all sums of money, debts,
dues, rights, property, effects, or demands, whatever,
due, payable, or belonging, oy that may become due,
payable, or belonging to any of the above funds from
investment transactions, from any person or persons,
whatever, and to execute any and all necessary or
proper receipts, releases, and discharges therefor.

1.5 Authority to Execute Proxies and Consent to Modifica-
tions in Bond Indentures.--The Chancellor, or hig or
her delegate, the Executive Vice Chancellor for Asset
Management, the Director for Investments, the Direc-
tor for Endowments and Trustg§, and the Investment
Officers are each authorized to consent to modifica-
tions in bond indentures and to execute proxies
within the approved investment policies.
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