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MEETI NG NO. 916

VEDNESDAY, AUGUST 12, 1998.--The nenbers of the Board of
Regents of The University of Texas System convened at

3:00 p.m on Wdnesday, August 12, 1998, in the Second Fl oor
Conf erence Room of Ashbel Smith Hall at 201 West Seventh
Street in Austin, Texas, with the followng in attendance:

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

Vi ce- Chai rman Cl enents
Regent Hi cks

Regent Oxford

Regent Sanchez

Regent Sm | ey

Executive Secretary Frederick

Chancel | or Cunni ngham

Executive Vice Chancellor Millins
Executive Vice Chancell or Burck
Vi ce Chancel | or Shar pe

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

RECESS TO EXECUTI VE SESSION. --At 3:02 p.m, Chairman Evans
announced that the Board would recess to convene in Executive
Sessi on pursuant to Texas Governnent Code, Chapter 551, Sec-
tions 551.071, 551.072, 551.073, and 551.074 to consi der those
matters listed on the Executive Session agenda.

*Regents Lebermann and Riter were excused.



RECONVENE. - - At 6:35 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 Govern-
nment Code, Chapter 551, Sections 551.071, 551.072, 551.073,
and 551.074. In response to Chairman Evans’ inquiry regarding
the wi shes of the Board, the follow ng actions were taken:

1. U T. Health Science Center - San Antonio: Settlenent
of Medical Liability Caim- Rosaura Berl anga.--Vice-
Chai rman Loeffl er noved that the Chancellor and the
O fice of General Counsel be authorized to settle on
behal f of The University of Texas Heal th Science Center
at San Antonio the nedical liability claimbrought
by Rosaura Berl anga in accordance with the proposal
presented in Executive Session.

Regent Oxford seconded the notion which carried w thout
obj ecti on.

2. U T. Austin: Request for Authorization to Purchase
Real Property Described as Lot 1, Garcia Subdivision
and Located at 4611 CGuadal upe Street in Austin, Travis
County, Texas; Authorization to Submt the Purchase
to the Texas Hi gher Educati on Coordi nati ng Board for
Approval ; and Authorization to Execute Al Docunents
Rel ated Thereto (Wthdrawn).--The itemrelated to the
proposed purchase of real property described as Lot 1,
Gar ci a Subdi vision and | ocated at 4611 CGuadal upe Street
in Austin, Travis County, Texas, for the benefit of The
University of Texas at Austin was w thdrawn from consid-
eration.




3.

U T. System Deliberation of Reconmendati ons of Kal udis
Consulting G oup, Inc., Washington, D. C., Regarding

Negoti ated Contract for Prospective G ft/Donation Rel ated

to the Lower Rio Grande Vall ey Regional Acadenmi c Health
Center (RAHO) . --Chairman Evans reported that the Board heard
a report and recommendati ons from Kal udis Consul ti ng G oup,
Inc., and that the itemrelated to The University of Texas
System Lower Rio G ande Vall ey Regi onal Academ c Health
Center (RAHC) was deferred for further consideration by the
Health Affairs Commttee on August 13, 1998.

See related itemon Page 75 .

U T. Austin: Deliberation Regarding Negotiated Contract
for a Prospective Gft/Donation for the College of Fine
Arts.--Chairman Evans reported that the itemrelated to a
negoti ated contract for a prospective gift and/ or donation
to the College of Fine Arts at The University of Texas at
Austin was considered but no action is required.

U T. System Consideration of Personnel Aspects of

the Operating Budgets for the Fiscal Year Ending

August 31, 1999, 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 horization for the Chancellor to Make Edito-
rial Corrections Therein.--The itemrelated to the per-
sonnel aspects of The University of Texas System Qperating
Budgets for the Fiscal Year ending August 31, 1999, was
deferred for consideration with the non-personnel aspects
of the Qperating Budgets by the Business Affairs and Audit
Comm ttee on August 13, 1998.

See related itemon Page 52 .

See Page 39 for approval of non-personnel aspects of
the Fiscal Year 1999 Operating Budgets.

RECESS. --At 6:38 p.m, the Board recessed to reconvene in open
session at 8:45 a.m on Thursday, August 13, 1998, in the
Regents’ Meeting Roomon the ninth floor of Ashbel Smth Hal
in Austin, Texas.



THURSDAY, AUGUST 13, 1998.--The nenbers of the Board of
Regents of The University of Texas Systemreconvened in regu-
| ar session at 9:00 a.m on Thursday, August 13, 1998, in
the Regents’ Meeting Roomon the ninth floor of Ashbel Smith

Hall in Austin, Texas, with the following in attendance:
ATTENDANCE. - -
Pr esent * Absent
Chai rman Evans, presiding Regent Leber mann
Vi ce- Chai rman Loeffl er Regent Riter

Vi ce- Chai rman Cl enents
Regent Hi cks

Regent Oxford

Regent Sanchez

Regent Sm | ey

Executive Secretary Frederick

Chancel | or Cunni ngham

Executive Vice Chancellor Miullins
Executive Vice Chancell or Burck
Vi ce Chancel | or Shar pe

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

U T. BOARD OF REGENTS: APPROVAL OF M NUTES OF REGULAR MEET-
| NG HELD ON MAY 13- 14, 1998.--Upon notion of Vice-Chairnman
Loeffler, seconded by Regent Hi cks, the Mnutes of the regu-
| ar nmeeting of the Board of Regents of The University of
Texas System held on May 13-14, 1998, in COdessa, Texas, were
approved as distributed by the Executive Secretary. The
official copy of these Mnutes is recorded in the Pernmanent
M nutes, Vol unme XLV, Pages 1508 - 1882.

*Regents Lebermann and Riter were excused.



1.

SPECI AL | TEMS

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

Part One:

Amendnents to Chapter VI, Section 6 (Use

of University Facilities) by Adding a New Subsec-

tion 6.(12).--The Board anmended the Regents’ Rul es and

Regul ati ons,

Part One, Chapter VI, Section 6, relating

to use of university facilities, by adding a new Subsec-
tion 6.(12) to read as set forth bel ow

Sec.

6.

6.(12)

Use of University Facilities.

Use of the UT Tel eCanpus Internet Wb Site by
Universities and Other Entities Qutside the
U T. System--The UT Tel eCanpus internet web
site established and maintained by the U T.
System O fice of Tel ecomruni cations and
I nformati on Technol ogy shall be for the
pri mary purpose of providing access to
di stance | earning courses offered by the
U T. System conponent institutions and
provi di ng students participating in on-canpus
or distance |earning courses of the U T.
System conponent institutions wth access to
student support services such as registra-
tion, adm ssion, financial aid, course
advising, and library resources. The
UT Tel eCanpus internet web site shall also
be utilized by the U T. System Ofice of
Tel ecomruni cati ons and I nformati on Technol ogy
to provide training and support to faculty of
the U T. System conponent institutions in
t he devel opnent of distance | earning courses
and degree prograns. The U T. System Ofice
of Tel econmuni cations and | nfornmation
Technol ogy nay establish links to the
UT Tel eCanpus internet web site for distance
| earni ng courses and information concerning
such courses offered by universities and
other entities outside the U T. System under
the foll ow ng conditions:
6.(12)1 The course or courses nust not be
conpetitive with a course of a
U T. System conponent institution
that may be accessed through the
UT Tel eCanpus.



6.(12)2

6.(12)3

The U T. System O fice of

Tel econmuni cati ons and | nformation
Technol ogy, with the advice of
qualified U T. Systemfaculty,

wi |l determ ne whether the content
and quality of each course are
appropriate for the UT Tel eCanpus.
The establishnment of the Iink from
the UT Tel eCanpus internet web site
nmust be pursuant to an approved
witten agreenent that (i) provides
for appropriate conpensation to the

U T. System Ofice of Tel ecom
muni cati ons and I nformation
Technol ogy and (ii) permts the
term nation of the agreenent with
respect to any course or courses
upon conpl eti on by students
currently enrolled, if the U T.
System O fice of Tel ecomruni cati ons
and I nformati on Technol ogy deter-
m nes that another source offers

a higher quality course or if it
is determned that a U T. System
conponent institution will provide
access to a conpetitive course

t hrough the UT Tel eCanpus i nternet
web site.

Subject to the stated [imtations, the anendnents permt
the Ofice of Tel econmunications and I nformation Tech-
nol ogy to establish external links to the UT Tel eCanpus
internet web site pursuant to an approved witten agree-
ment .

U T. System Approval of Amendnents to the Policy and
Quidelines Relating to Intellectual Property License

Agreenents with Private Entities.--In order to permt,
W th specific Board approval, the grant of the exclusive
right of devel opnent of all intellectual property of a

conponent institution of The University of Texas System
approval was given to anend the U T. System Policy and
Quidelines Relating to Intellectual Property License
Agreenments with Private Entities to read as set out on
Pages 7 - 8.



Policy and Guidelines Relating to Intellectual Property
Li cense Agreenents with Private Entities

The O fice of General Counsel shall develop a nodel |icense
agreenent for U T. Systemintellectual property which shal

i nclude, as a mninum the guidelines set forth below The
nodel agreenent shall be submtted to all potential |icensees
for U T. Systemintellectual property and individuals
involved in negotiation of |icense agreenents shall endeavor
to achieve utilization of the significant aspects of the nodel
agreenent for all licenses of intellectual property rights.

No entity shall be granted the exclusive rights to the
devel opnment and/or commercialization of all intellectual
property created at a U T. System conponent institution

wi t hout approval of the U T. Board of Regents. O herw se,
agreenents should grant rights only on a specific project
basi s.

The foll ow ng guidelines shall be applicable to |icense
agreenents wth private entities including those forned
primarily for the purpose of devel opi ng and/ or commrerciali zi ng
intellectual property created at a U T. System conponent
institution:

a. If an entity is granted the exclusive rights
Wi th respect to a particular invention,
product, process or other item of
intellectual property, the agreenent should
provi de that such rights will revert to the
U T. Board of Regents in the event the
entity fails to diligently devel op and
commercialize the property within a specified
period of tinme that is appropriate to the
particul ar circunstances.

b. An entity that is granted exclusive rights to
devel op or comercialize intellectua
property that is patentable should be
required to reinburse the Board for al
expenses incurred by the Board in obtaining a
patent or, if a patent has not been obtained,
shoul d be required to prosecute and bear the
expense of obtaining patent protection for
the benefit of the Board and, in either
event, the entity should be required to take



all actions necessary, including litigation,
to protect and preserve such patented rights
frominfringenent.

The U T. System the conponent institution,
and the officers and enpl oyees of each should
be protected and indemified from al
liability arising fromthe devel opnent,

mar keti ng, or use of the particular
intellectual property.

Restrictions on use by the conponent
institution for research and teaching
pur poses and the publication rights of
researchers should be mnimzed.

The entity should be required to conply with
all applicable federal, state, and |local |aws
and regul ations, particularly those
concerning biological materials and necessary
testing and approval by the Food and Drug

Adm ni stration.

The entity should be required to maintain
confidentiality with regard to any unpatented
t echnol ogy or know how.

An entity that grants a |icense or sublicense
to some other entity for property or
technology that is in whole or in part
derived fromor based on that which is
licensed to the entity by the Board, should
be required to share with the U T. System
50% of any royalty received by the entity and
50% of any equity position to which the
entity may be entitled.

Li cense agreenents should contain such ot her
provi sions as nmay be determned to be in the
best interest of the U T. Systemby the
Ofice of General Counsel



3.

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

for March 1, 1998 Through May 31, 1998.--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 System for the period March 1, 1998 through

May 31, 1998, as set forth on Pages 10 - 14.

Vi ce Chancel lor Perry reported that 104 itens conform ng
to Board policy were approved including the acceptance
of $8,788,814 in gifts. Oher matching contributions
from previously accepted Board-held mat ching funds
total ed $625, 000 and transfers of endowrent funds
total ed $1, 395, 610.

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



ot

ACCEPTANCE OF GIFTS HELD BY BOARD

ASSET TYPES
# ALL COMPONENT REAL MATCHING
JTEMS INSTITUTION CASH SECURITIES ESTAIE PLEDGES OTHER TRANSFERS EUNDS TJOTAL VALUE
9 U T Adington $ 261908 § S S 30,000 s $ 640,004 § $ 291,908 *
35  U. T. Austin b 1,704,981 § 367,073 § 3 577,079 § $ 5760 § $ 2,654,892
[ U. T. Dallas $ 161,126 § § S $ - $ $ - $ 161.126
10 U.T.ElPaso ] 109,198 § 24,773 % 49850 § - $ ’ 5 $ 183,821
4 U. 7. Permian Basin s 35,000 § H S 35,000 § $ $ $ 70,000
5 U. T. San Anlenio $ 77,553 § 7,853 § b 4,000 § $ ' $ 89,406
2 U. T. Tyler S 85,000 § $ 3 $ $ 38,615 § $ 123,615
4 U. T. SWMC-Dallas 3 297000 § s S $ § s 625,000 § 297,000 ¢
7 U. T. M.B.-Galveston ’ 1,060,000 § $ ) 200,000 § § 250,000 § 3 1,510,000
3 UTHSC-Houston H 350,000 § 115,300 $§ ) - 3 - 3 - ) 465,300
4 UTHSC-San Antonio ’ 3,585 % $ $ ] $ 400,000 § § 431,585
19  UTMDACC s 1294372 § $ 128,960 § 3 36,828 § 1,755,610 § s 2,460,160
UTHC-Tyler h) 50000 $ s $ $ $ s $ 50,000
104 TOTAL b 5512,723  § 399,699 § 294,110 % 846,079 § 36,828 § 3089985 § 625000 § 8,788,814

o Not included in total:

U. T. Arlington « $640,000 transfer of endowment funds;
U. T. SWMC-Dallas - $625,000 of Board-held matching funds; and

UTMDACC $755,609.87 wansfer of endowment funds.

NOTE: Compiled by Office of Development and Extermnal Relations
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COMWNENT
INSTITUTION

U. T. Arlington

CLASSIFICATION OF GIFTS AND OTHER ACTIONS

CHARITABLE
REMAINDER
IRUSIS

POOLED
INCOME
FUND

REMAINDER

HELD IN
TRUST

CURRENT

INTERESTS BY OTHERS EURPOSE

OTHER

U. T. Austin

U. T. Dallas

U. T. El Paso

U. T. Permian Basin

U, T. San Antonio

U. T. Tyler

U. T. SWMC-Dallas

U. T. M.B.-Galveston

UTHSC-Houston

UTHSC-San  Antonio

UTMDACC

UTHC-Tyler

TOTAL

86
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COMPONENT

INSTITUTION

U. T. Arlington

PURPOSES OF GIFTS HELD BY BOARD AND OTHERS

ENDOWMENT

DIST.

DIST.

FACULTY

GRADUATE

CURRENT

CHAIR CHAIR  PROFSHIP  PRQFSHIP EELLOWSHIP  EELLOWSHIP  SCHOLARSHIP  QOTHER BURPOSE

OTHER
PURPOSE

U. T. Austin

Il

11

. T. Dallas

u. T. El Paw

U. T. Permian Basin

U. T. San Antonio

U. T. Tyler

U. T. SWMC-Dallas

U. T. M.B.-Galveston

—

UTHSC-Houston

UTHSC-San Antonio

UTMDACC

UTHC-Tyler

TOTAL

Total purposes may not equal the total number of items because some ilems pertain to multiple purposes

32

27

14
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OTHER ADMINISTRATIVE ACTIONS

COMPONENT ESTABLISH REDESIGNATE OTHER DISSOLVE APPROVE/ALLOCATE ACCEPT

U. T. Arlington 11 - - - -~
U.T. Austin 27 ana 4 - .

U.T. Dallas 1 - — — - -
U.T. El Paso 6 - 3 - -

U. T. Permian Basin 3 - \ _— — -
U. T. San Antonio 5 - - - _— -

U.T. Tyler | I - — — -
U. 7. SWMC-Dallas 3 [ - - 2 - —
U.T. M.B.-Galveston 5 - — _—

UTHSC-Houston 2 | ana — - -
UTHSC-San Antonio - 3 2 - ver

UTMDACC 7 - . 3 -

UTHC-Tyler - - - - . - -

TOTAL . 71 . 6 . 11 3 2 1 i



1

COMPARATIVE SUMMARY OF GIFTS ACCEPTED VIA THE OFFICIAL ADMINISTRATIVE PROCESS

COMPONENT FY ,997 FISCAL YEAR 1998

I EULL YEAR 9/1/97 - 11/30/97 12/1/97 - 2/28/98 3/1/98 - 531/98
U. T. Svsizm Y — < — < - Ly —
U. T. Arlington s 467,160 ) 1,035,334 S 131,000 S 291,908
U. T. Austin s 12,596,223 L 3,958,202 $ 5,118,954 s 2,654,892
U. T. Brownsville S 25,000 s 10,000 ) - ) =
U.T. Dallas H 67,313 ) 250,000 ] § 161,126
U. T. El Paso $ 2,713,341 $ 2,701,633 ) 830,260 H 183,821
U. T. Pan American S 643.151 £ t - < a—
U. T. Permian Basin ] 641,004 S 112,770 ) 90,004 ) 70,000
U. T. San Antonio $ 380,500 S 86,593 ) 40,908 ) 89,406
T, Tvler § - 65.000 L 40 000 ) £ 171 618
U. T. SWMC-Dallas L] 12,392,401 3 550,286 3 29,410,083 ) 297,000
U. 7. M.B.-Galveston $ 8,403,150 $ 2,260,581 ] 180,150 ] 1,510,000
UTHSC-Houston 5 4,584,653 $ §10,000 $ 4,320,104 $ 465,300
UTHSC-San Antonio s 2,489,807 s 1,000,000 b 500,600 $ 431,585
UTMDACC S L977,697 3 1,497,744 $ 7,340,320 § 2,460,160
U.T. HC-Tyier s 140.910 LY - £ 404 D00 L S0 000
U.T. AustinUTMDACC s 28,048 H - S - ]

TOTAL $ 47,615,354 3 14,322,143 b 48,367,779 $ 8,788,814



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

U T. System Report on Investnents for the Fiscal Quarter
Ended May 31, 1998.--On behalf of The University of Texas

| nvest nent Managenent Conpany (UTIMCO), Regent Hicks, Chairnman
of the UTIMCO Board, sunmarized the Report on Investnents for
The University of Texas Systemfor the fiscal quarter ending
May 31, 1998, for the Permanent University Fund, Long Term
Fund, Short/Intermedi ate Term Fund, and Separately Invested
Asset s.

Report by Regent Hicks on Behalf of UTI MCO

M. Chairman and nenbers of the Board, | am pleased to sum
mari ze on behal f of UTIMCO the investnents for The University
of Texas System for the fiscal quarter ending May 31, 1998.

Itema on Page 18 presents the summary report for Permanent
University Fund (PUF) Investnments. The PUF began the quarter
with a market value of $6.976 billion. During the quarter,
contributions of mneral income from PUF Lands equal ed

$17.8 mllion, down 32% versus receipts for the third quarter
of the preceding fiscal year. |In addition, total investnent
return was $184 mllion of which $65.2 nmillion was incone
return distributed to the Available University Fund (AUF) and
$118.8 million was price return. PUF market val ue ended the
quarter at $7.113 billion.

Quarter-end asset allocation was 65% broadly defined equities
and 35% fi xed i ncome versus an unconstrained neutral all oca-
tion of 80%equities and 20% fixed incone. Wthin equities,
period-end allocation to equities was 46% U. S. large and md
cap stocks, 6% U. S. small cap stocks, 7% non-U. S. equities
and 6% alternative equities.

The PUF s accrued investnent inconme of $65.2 mllion decreased
by a nomnal rate of 2.5%versus the third quarter of the
prior fiscal year and by 4.2%on an inflation adjusted basis.
The nom nal decrease in incone was attributable to a

$1.6 million decrease in interest incone and a $.1 mllion
decrease in dividend and other incone. The reinvestnent
spread on maturing and redeened bonds was a negative 2.99% as
bonds ran off at an average yield of 9.06% and were repl aced
by bonds yielding 6.07% As of quarter-end, the distributable
book yield on the $2.4 billion fixed incone portfolio declined
to 7.83% versus 8.10% 12 nont hs ago.



Accrued income of $192.4 million for the three quarters of
this fiscal year was slightly over budget of $192 nmillion, but
$3.4 mllion under actual incone for the three quarters of
fiscal year 1997.

Total investnment return (unannualized) for the quarter

was 2.6% The fixed inconme portfolio posted a total return

of 2.2%for the fiscal quarter versus 1.8%for the Lehman
Aggregate Bond Index. Equities, as an asset class, continued
to generate higher relative returns with the S&P 500 | ndex and
Russel |l 3000 Index posting returns of 4.4% and 3.4% respec-
tively. The PUF' s equity portfolios (including non-U. S
portfolios) produced a |lower 2.6% return largely due to
exposure to high yielding REIT and equity inconme portfolios
whi ch underperfornmed | ower yielding growmh equities. Finally,
alternative equities produced a 5.2%return for the quarter.

I[temb on Page 19 reports sunmary activity for the Long Term
Fund (LTF). During the quarter, net contributions totaled
$25.5 mllion. Investnent return was $60.7 million, of which
$24.7 mllion was paid to the 4,705 endowrent and ot her
accounts underlying the LTF at quarter-end. Total payout

i ncreased by 24% over the previous May 1997 quarter,
reflecting both the increase in the nunber of Fund units

out standi ng and the increase in payout to $0.21 per unit. The
Fund’s market value closed the quarter at $2.418 billion, up
$57 million fromthe prior quarter. The LTF s value per unit
al so increased, ending the quarter at $5.17 versus $5.09 on
February 28, 1998.

Asset allocation at quarter-end was 20% fi xed i ncone and

80% broadly defined equities. Wthin equities, U S. snall
cap and non-U. S. equities were slightly overweighted at 13%
and 17% respectively. U S. large and md cap equities were
substantially overwei ghted at 44% versus 30% while alterna-
tive equities were underwei ghted at 6% versus a neutra

wei ghting of 25% Total investnent return for the quarter
was 2.5% and 21.3% for the last 12 nonths.

I[temc on Page 20 presents quarterly activity for the
Short/Internmedi ate Term Fund. During the quarter, the Fund
recei ved net contributions of $31.5 mllion. The Fund earned
$25.4 million in total return and incurred expenses of

$100 thousand. Distributions to the U T. System conponent
institutions equaled $25.2 mllion, resulting in a quarter-end
Fund val ue of $1.681 billion. Total return on the Fund was
1.5%for the quarter versus the Fund s performance benchmark
of 1.5%



Itemd on Page 21 presents book and market val ue of cash,
fixed incone, equity and other securities held in funds
outside of internal investnent pools. Total cash and equiva-
I ents, consisting primarily of conponent operating funds held
in the Dreyfus noney market fund, increased by $160 million
to $884 nmillion during the quarter. Asset values for the
remai ni ng asset classes were fixed incone securities:

$70 mllion versus $79 mllion at previous quarter-end;
equities: $39 million versus $37 million at previous quarter-
end; and other investnents of $16 mllion versus $6 mllion at
previ ous quarter-end.




Summary Investment Report at May 31, 1998.--

PERMANENT UN VERSITY FUND (1)
INVESTMENT SUMMARY REPORT
($ mllions)

FY96-97 FY97-98

o Full  Year Ist Qr 2nd Okr 3rd Or Year-To-Dat e
Begi nning Market Value 5,292.1 6,368.3 6,615.1 6, 976 4 6,368.3

PUP Lands Receipts ( ) 65. 2 25.8 20. 2 17. 8 63.8

| nvest ment | ncome  (3) ’ 263.0 63.1 64.1 65. 2 192.4

Change in Undistributed Incone Payabl e

to the Available University Fund (4) 2.2 - - - -

|nvestment _Income Distributed (4) (265.2) {63.1) (64.1) (65.2) (192.4)

Realized Gains _ 251.0 23.3 87.6 92.3 303.2

Change in Unrealized Gains 740: 0 97.7 253.5 26.5 377.7
Ending Market Value 6,368.3 6,615.1 6,976.4 7,113.0 7,113.0
AUF income:

| nvestment I ncone 263.0 (5) 63.1 64.1 65. 2 192. 4

Surface Income 5.3 1.2 2.2 1.0 4.4
Tot al 260. 3 64.3 66.3 66. 2 196. 8

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

(I) Excludes PUF _[ands mneral and surface interests wth estimated June 30, 1997,
values of $550.5 mllion and $151.8 mllion, respectlvelél _

(2) As of My 31, 1998: 1,068,744 acres under |ease; 527,561 producing

acres: 3,205 active |eases; and. 2,070 producing | eases. _

(3) Investrrent i ncone includes anortization of discount and premum bonds

in accordance with statutory requirenents.

(4) For F¥96-97, cash investment income was distributed to AUF. Effective

FY97-98, accrued investnent incone is distributed to AU

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



b. LONG TERM FUND

Summary Investment Report at May 31. 1998, -

Beginning Net Assets
Net Contributions
| nvest ment Return
Receipt of Punds from
System for uUTIMCO Fee
Expenses
Distributions  (Payout)
Distribution of Gin
on Participant
Wt hdr awal s
Ending Net Assets

Net Asset Val per Unit
No. of Units (End of
~ Period)
Di stribution

Report

Ratper Uni t

prepared in accordance

LONG TERM FURD
SUMMARY REPORT
($ millions)

FY96-97 FY97-98
Pull  Year Ist Qr Znd Qr Jrd Qxr Year-To-Date
.. .. . . Z2.360.8 2,125°0
66. 1 20.5 20. 2 25.5 66.2
433. 8 71.9 166. 6 60. 7 299.2
45) 0.5 0.5 0.5 1.5
. (1.4) 1.4) 1.8) 4.6)
(59. 1) (20.7) (50. 8) (54. 7) (ée. 2)
(3.4) (0.1) (2.8) (2.9}
2,125.0 2,195.7 2,360.8 2,418.2 2,418.2
4,672 4,782 5.094 5.168
454,803,889 459,182,234 463,409,072 467,870,742
0.175 0. 0450 0. 0450 0.0525
with Sec. 51.0032 of the Texas Education Code.
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Summary Investment Report at May 31, 1998,--

SHORT/INTERMEDIATE TERM PUND
BUMMARY REPORT
(6 millions)

FY96-97 FY97-98

Ful | Year 1st Qtr 2nd_Qtr 3rd Qr  Year-To-Date

Beginning Net Assets 1,332.1 1,631.4 1,619.7 1,649.0 1,631.4

Contributions

(Net of W thdrawals) 274.3 15. 6 31.5 20. 2
Investment  Return 115. 4 (26.9) 40.4 38.4 25. 4 104. 2
Expenses (0.4) (0.1) (0.2) (0.1) (0.4)
Distributions of Incone (90. 0) (25.1) (24.5) (25.2) (74.8)
Ending Net Assets 1,631.4 1,619.7 1,649.0 1,680.6 1,680.6

Report prepared in accordance wth Sec. 51.0032 of the Texas Education Code.
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Summary Investmont Repoct at May 31, 1998,
SEPARATELY INVESTED ASSETS
SUMMARY REPORT
(5 thousands)
FUND TYPE
NDOWME TY & LiFE
DESIGNATED  RESTRICTED SIMILARFUNDS INOCOME FUNDS AGENCY FUNDS OPERATING FUNDS TOTAL
ASSET TYPES i
Cath & Equivalonts: POOK MARKET BOOK MARKET DBOOK MARKET BOOK MABKEI BLEK MAEK.EI BOOK MARKET BOOK MARKET
Begioning value 3/1/98 5197 5™ 2,949 2,99 2399 NI 494 685,453 686,453 TH,712 T2
Increase/{Docronse) {2,16%) (2,165 1,740 1,740 (1,702 (1,702 (111 (lll) - - 168,520 168,520 160,282 160,282
Ending valus 53196 X f 515 T AT kL ] W - - 55, X X X
Debi Securities:
Bogioning value 3/1/98 . . .1 .8 66,459 68,521 10,438 11,056 . . 76,904 9,582
Incroase/{Docresss) - . 7 T (9197 (9.76T) 198 229 . . (3,002)  (9.538)
Ending value 5/31/98 ‘ . _ 37262 58754 10633 1183 . . 67.902 70,044
Equity Socurities:
Deginning vaie 3/1/9¢ 42 1632 593 532 17983 27840 5.593 6,466 . . 24,121 37,464
Increase/(Docroasc) 933 9 64 (15 569 493 . . 633 1,876
Ending value 331756 42 3.565 L5 ¥] i3 _I’DBI!—I% ) } . . AT W\
Other:
Bogiming value 3/1/98 - - 669 669 (650) 650) 613 6616 - - - - 6,155 6,635
Increase/{Docrosse) 9,000 9,000 219 219 596 596 183 137 - - - - 9,998 9,952
Eading value 5319 . i3} 11 98 [624] [ X1 VYD - - . - 18,153 18,587

Report propared in sccordance with Sec. 51.0032 of the Texas Education Code.
Details of individual assots by account fumished upon request.



RECESS FOR COW TTEE MEETI NGS AND COWMM TTEE REPORTS TO THE
BOARD. --At 9:08 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.



REPORTS AND RECOMMVENDATI ONS OF STANDI NG COW TTEES

REPORT OF EXECUTI VE COW TTEE (Page 23 ).--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.




REPORT AND RECOMVENDATI ONS OF THE BUSI NESS AFFAI RS AND AUDI T
COW TTEE (Pages 24 - 58).--In the absence of Commttee
Chairman Riter who was excused, Regent Oxford reported that
the Business Affairs and Audit Commttee had nmet in open
session to consider those matters on its agenda and to
formul ate recommendations for the U T. Board of Regents.

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

M nute Orders which foll ow were reconmended by the Busi ness
Affairs and Audit Committee and approved in open session and
W t hout objection by the U T. Board of Regents:

1. U T. System Approval of Chancellor's Docket No. 94
(Cat al og Change).--Upon recommendati on of the Business
Affairs and Audit Committee, the Board approved Chan-
cellor's Docket No. 94 in the formdistributed by the
Executive Secretary. It is attached follow ng Page 111
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 instrunents 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.

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

Part Two: Anendnents to Chapter 11, Section 1, Subsec-

tion 1.4 (Receipts, Adm ssion Tickets, and Charges). --
Aut hori zation was given to anend the Regents’ Rules and

Regul ati ons, Part Two, Chapter I1l, Section 1, Subsec-
tion 1.4, relating to receipts, adm ssion tickets, and
charges, to read as set forth on Page 25 to require
paynent of certain oil and gas royalties to the U T.
Board of Regents by electronic funds transfer.




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

1.4 Any person who paid oil and gas
royalties to the Board in a total anount
of $60,000 or nore during a fiscal year,
bei ng Septenber 1 to August 31, shal
make tinely oil and gas royalty paynents
to the Board by neans of electronic
funds transfer during the subsequent
cal endar year. Any person required to
submit paynents el ectronically shal
also file the required Royalty Paynent
Summary (Form UT-3) by neans of
el ectronic transm ssion if requested by
the University Lands Accounting Ofice
in a manner conpatible with the
equi pnent and facilities of the
University Lands Accounting Ofice. The
payor shall tinely take all actions
necessary to facilitate paynent of oi
and gas royalties by electronic funds
transfer if requested by the University
Lands Accounting Ofice and electronic
filing of the Form UT-3, including
conpl eti ng any docunents required by the
Comptroller of the State of Texas and
the University Lands Accounting Ofice.
El ectronic funds transfers shall be
made in accordance with applicable
| aws, including Section 404.095, Texas
Government Code. This Subsection
applies only to oil and gas royalties
from Permanent University Fund | ands
to the extent authorized by Sec-
tion 404.095, Texas Governnent Code.

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

t he Permanent University Fund and wll ensure paynents
made by means of electronic transfer are received and
available in a nore tinely manner. The University of
Texas System University Lands Accounting O fice intends




to request that all payors subject to this Regents’ Rule
al so electronically file the required Royalty Paynent
Summary (UT-3) when it can be assured that filing over
the internet can be acconplished in a secure manner.

U T. Board of Regents: Adoption of Resolution Autho-

ri zing the Execution and Delivery of a Deal er Agreenent
Rel ating to the Board of Regents of The University of
Texas System Revenue Fi nancing System Commerci al Paper
Notes, Series A and Series B; Appointnment of Merril

Lynch, Pierce, Fenner & Smith | ncorporated, New York, New

York, as Deal er; and Authorization for Oficers of U T.
Systemto Conplete Al Transactions.--The Board, upon
recommendati on of the Business Affairs and Audit
Committee:

a. Adopt ed a Resol ution authorizing the
execution and delivery of a Deal er Agree-
ment relating to the Board of Regents of The
University of Texas System Revenue Fi nanci ng
System Commer ci al Paper Notes, Series A and
Series B, as set out on Pages 28 - 29

b. Appoi nted Merrill Lynch, Pierce, Fenner &
Smith I ncorporated, New York, New York, as
Deal er for these Commercial Paper Notes per
the Tax Exenpt Conmercial Paper Deal er
Agreenent set out on Pages 30 - 34

C. Aut hori zed appropriate officers and enpl oy-
ees of the U T. Systemto take any and al
actions necessary to carry out the intentions
of the U T. Board of Regents to conplete the
transactions as provided in the Resol ution.

The Revenue Fi nanci ng System Comrerci al Paper Notes,
Series A, were authorized by the First Suppl enental
Resolution to the Master Resol ution adopted by the

U T. Board of Regents on April 12, 1990, and anended

on Cctober 8, 1993, and February 9, 1995. The Series B
Not es were authorized by the Fifth Suppl enental Resol u-
tion to the Master Resolution adopted by the U. T. Board
of Regents on Novenber 14, 1996. At the inception of

t he commerci al paper program which includes Series A and
Series B Notes, Goldman, Sachs & Co. was selected as the
commer ci al paper deal er and continues to serve as the



dealer. The dealer acts as an agent to sell the com
nmerci al paper in the public debt nmarkets. Gol dman,
Sachs & Co. has also served as the dealer for the

Per manent University Fund Variable Rate Notes, Series A
program since the inception of the program on Decem
ber 6, 1985.

To create greater conpetition in the setting of the
interest rates for the two short-term debt prograns,
Merrill Lynch, Pierce, Fenner & Smth |Incorporated was
sel ected as a new deal er for the Revenue Fi nanci ng System
Comrerci al Paper Notes, Series A and Series B, because of
the firms technological capabilities and its
participation in two recent conpetitive debt sales which
i ncl uded $130, 000, 000 of Pernmanent University Fund Bonds
i ssued on Decenber 11, 1997, and $50, 000, 000 of Per manent
University Fund Variable Rate Notes, Series A, issued on
June 9, 1997.



RESOLUTION AUTHORIZING THE EXECUTION AND
DELIVERY OF A DEALER AGREEMENT RELATING TO
THE BOARD OF REGENTS OF THE UNIVERSTY OF TEXAS
SYSTEM REVENUE FINANCING SYSTEM COMMERCIAL
PAPER NOTES SERIES A AND SERIES B AND TARING
OTHER ACTIONS RELATED THERETO

WHEREAS, on February 9, 1995, as amended on November 13, 1997, the Board of
Regents of The Universty of Texas System (the “Board’) adopted the Amended and Redtated
Firsd Supplementa Resolution to the Mader Resolution Edablishing the Revenue Financing
System Commercid Peper Program (the “Series A Note Resolution”); and

WHEREAS, on November 14, 1996, the Board adopted the Fifth Supplemental
Rexolution to the Master Resolution authorizing the Board's Revenue Financing System Taxable
Commercid Paper Notes, Series B (the “Series B Note Resolution”); and

WHEREAS, the Series A Note Resolution and the Series B Note Resolution are
hereinafter collectively referred to as the “Note Resolution”; and

WHEREAS, each Note Resolution named the investment banking firm which was to
sarve as the deder to sdl and place the commercia paper notes to be issued thereunder; and

WHEREAS, the staff of the Board, after soliciting and reviewing qualifications of
additiond firms, has recommended that Merrill Lynch, Pierce, Fenner & Smith Incorporated be
named the deder for each commercia paper program (the “Deder™).

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

Section 1. Merrill Lynch, Pierce, Fenner & Smith Incorporated is hereby appointed the
Deder for each commercid paper progran and the Assgtant Vice Chancellor for Finance is
hereby authorized and directed to execute and deliver a Deder Agreement in substantidly the
form attached hereto with Merrill Lynch, Pierce, Fenner & Smith Incorporated.

Section 2. The Charman of the Board, the Vice Charman of the Board, the Executive
Secretary to the Board, the Assistant Vice Chancellor for Finance, and the other officers,
employees, and agents of the Board are hereby authorized and directed, jointly and severdly, to
do any and all things and to execute and deliver any and all documentswhich they may deem
necessary or advisable in order to consummate the issuance, sde, and delivery of the Notes and
otherwise to effectuate the purposes of this resolution.

Section 3. It is hereby found and determined that each of the officers and members of the
Board was duly and sufficiently notified officidly and persondly, in advance, of the time, place,
and purpose of the Meeting & which this resolution was adopted, and that this resolution would
be introduced and consdered for adoption a said meeting; that said meeting was open to the
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public, and public notice of the time, place, and purpose of said meeting was given, al as
required by Chapter 551, Texas Government Code.
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TAX EXEMPT COMMERCIAL PAPER DEALER AGREEMENT

Augus _, 1998

Merrill Lynch, Pierce, Fenner & Smith Incorporated
Merrill Lynch World Headquarters

World Financid Center - North Tower

250 Vesey Street - 9th FHoor

New York, New York 10281-1309

Re:  Boad of Regents of The Universty of Texas System
Revenue Financing Sysem Commercid Paper Notes
Series A, $350,000,000 and Series B, $25,000,000

Ladies and Gentlemen:

This letter agreement (the “ Agreement”) sets forth our understanding of the basis on
which Merill Lynch, Perce, Fenner & Smith Incorporated (“MLPFS’) proposes to work with
the Board of Regents of The Universty of Texas System (the “Board’), the governing body of
The Universty of Texas System (the “System”), in connection with the issuance and sde by the
Board of its above captioned commercid paper notes (the “Notes’). The Board has requested
MLPFS to act as commercia paper dedler in connection with the sde of the Notes of each Series
in the public debt markets, and MLPFS has indicated its willingness to act in such capacity on
the terms and conditions contained herein. The Notes of each Series will be represented by ether
individua note certificates (“Certificated Notes’) or a master note of the Board subdtantidly in
the forms appended as Exhibit C to the Board's Amended and Restated First Supplemental
Resolution to the Master Resolution Establishing the Revenue Financing System Commerciad
Paper Program, adopted on February 9, 1995, as amended on November 13, 1997 relaing to the
Saies A Notes (the “Series A Note Resolution”) and agppended as Exhibit C to the Board's Fifth
Supplementa  Resolution  authorizing the issuance, sde and ddivery of the Board's Revenue
Financing System Taxable Commercia Paper Notes, Series B, adopted on November 14, 1996,
relding to the Series B Notes (the “Series B Note Resolution”). The Series A Note Resolution
and the Series B Note Resolution are hereafter collectively referred to as the “Note Resolution”.
Notes represented by a master note shall be referred to herein as “Book-Entry Notes’. The Series
A Notes ae to be issued pursuant to an Amended and Restated Commercid Paper Issuing and
Paying Agent Agreement dated March 1, 1995, (the “Issuing and Paying Agent Agreement”)
between the Board and Bankers Trust Company (the “Issuing Agent”). Prior to the sde of Series
B Notes, an issuing agent for such Notes will be selected and an issuing and paying agent
agreement will be entered into. Terms used herein and not otherwise defined shall have the
meaning given in the Note Resolution.

1. The Notes are not currently supported by a line or letter of credit. The Board will
notify MLPFS and the holders of outstanding Notes prior to entering into a Credit Agreement to



provide the Board with liquidity with regard to its obligations under the Notes. In addition, no
such liquidity facility will be entered into with respect to or supporting then outstanding NOtes,

2. Since the date of the Board's most recent statement of financid condition, there
has not occurred, and prior to any sale of Notes hereunder there will not have occurred any
materid adverse change in the financid condition or generd affairs of the Board.

3. The Series A Notes have been rated A-l and P-l by Standard and Poor's Ratings
Services, and Moody's Investors Service, respectively. Prior to the sde of any Series B Notes,
comparable ratings will be obtained with respect to such Notes.

4, Prior to the initid purchase or placement by MLPFS of Notes hereunder, MLPFS
shdl have received such legad opinions and certifications as MLPFS may reasonable require.

5. The Notes of each Series will be issued by the Board pursuant to the Note
Resolution and the laws of the State of Texas, paticulaly Chapter 55, Texas Education Code
and Article717q, Vernon’s Annotated Texas Civil Statutes. The Noteswill have a maturity at
the time of issuance of not more than 270 days and will not contain any provison for automatic
“rollover”. In addition, the Notes will be issued in an aggregate principd amount not to exceed
a any one time outstanding $350,000,000, and shal be issued in principd amounts of $100,000
or in integra multiples of $1,000 in excess thereof and will bear such interest rates (if interest
bearing), as shdl mutualy be agreed to by the Board and MLPFS a the time of each proposed
purchase or placement as provided in the respective Note Resolution. In addition, the Notes shall
not be sold in principal amounts and with interest rates which would result in more than
$25,000,000 in principa and interest on the Notes coming due on any one date.

6. (@) On the date of a proposed issuance of Notes, a designated representative of
MLPFS, acting on behdf of MLPFS, shal confer with the U. T. System Representative as to the
principd amounts, maturities and denominations and the applicable interest rates a which Notes
ae to be issued.

(b) Prior to 12:30 p.m., New York City time, on each day on which Notes are to
be sold, a designated representative of MLPFS will either communicate by electronic
transmisson of each purchase or placement to the Board, which confirmations shal set forth the
principal amounts, maturities and denominations of the Notes purchased or placed and the
applicable interest rates.

(c) When agreement is reached on the foregoing, (i) if the Notes are evidenced by
Certificated Notes, the Board will indruct the Issuing Agent or another issuing agent designated
by the Board in a written notice to MLPFS to deliver executed and countersigned Certificated
Notes to Merill Lynch Money Markets Operations, 75 Barclay Street, Street Level, New York,
New York 10080, Attention: Al Mitchell or such other address as provided to the Board by
MLPFS prior to 12:30 p.m., New York City time, on the date of issuance and (ii) if the Notes are
to be Book-Entry Notes, the issuance of any payment for such Notes will be governed by a letter
agreement between the Board and The Depository Trust Company dated March 2, 1995 and
MLPFS, as Deder, covenants to comply with such provisions.



(d) Following MLPFS's receipt of duly and properly completed Certificated
Notes (when certificated Notes are to be used), MLPFS or its agent will transfer by the close of
busness on such day immediately available funds to the Issuing Agent or to such other bank as
may be designated in writing by the Board to MLPFS in an amount equa to the proceeds of the
Certificated  Notes.

1. The Board understands that, in connection with the sde of the Notes, one or more
of the following relating to the Board may be prepared: (i) annual information reports,
(ii) interim information reports, and (iii) other reports or offering materids (al of the foregoing
being hereinafter called the “Offering Materials’), which may be distributed to account
executives of MLPFS, as well as to purchasers and prospective purchasers of the Notes. To
provide a bass for the preparation of the Offering Materids and to asss¢ MLPFS norma credit
review procedures, the Board shdl provide MLPFS (a) annud financid dtatements within 120
days of the end of each of its fisca years, and (b) with any reports provided to any rating agency
and any information generaly supplied in writing to security andyds that are materialy adverse
to the holders. In addition, the Board will supply to MLPFS the Comprehensive Annual
Financia Report of the State of Texas for each year when such report is avalable to the Board.

8. (@ MLPFS agrees to furnish dl Offering Materids to the Board for its written
approva prior to the use thereof in offering the Notes. No other written information, circulars or
datements will be digributed by MLPFS. If, a any time during the term of this Agreement, any
event occurs or circumstances exist as a result of which any then current Offering Materids
would include such an untrue statement or omisson, the Board will promptly notify MLPFS and
provide to MLPFS revised information that corrects such untrue Statement or omisson. The
Board agrees that MLPFS acting as a deder for the Notes is conditioned upon its being able to
provide such Offering Materids to purchasers or potentiadd purchasers as MLPFS in its reasonable
judgment deems agppropricte.

(b) The Board will use the proceeds of Notes for authorized purposes as
described in the Note Resolution.

(c) The Board covenantsto take all actions as are necessary in the opinion of
McCal, Parkhurst & Horton L.L.P. to mantan the excluson from gross income of interest on
the Notes for Federad income tax purposes.

9. The Board represents that (i) the System is an institution of higher education
operating under the laws of the State of Texas, (ii) it has taken al necessary action and has full
power (A) to enter into this Agreement, the Issuing and Paying Agency Agreement and al other
agreements applicable to the issuance of the Notes and (B) to issue and deliver the Notes and to
cary out its obligation thereunder and hereunder and (iii) the Notes when issued will congtitute
the legd, vaid and binding obligations of the Board and shdl be enforcesble in accordance with
thelr terms.

10. Each sde of Notes by the Board hereunder shdl be deemed to be a representation
by it that:
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(1) the representations, warranties and covenants of the Board contained in
this Agreement are true and correct on and as of the date of such sae;

(i1) no event has occurred and is continuing, or would result from such sde,
which congtitutes or would constitute an event of default, or which would
congtitute an event of default but for the requirement that notice be given
or time elapse or both, under any of the Board's indebtedness secured with
the net revenues of the Board; and

(iii)  there has been no material adverse change in the financial condition or
operations of the System since the date of the most recent Offering
Materids which has not been disclosed to MLPFS in writing.

11 MLPFS hereby names Christian McCarthy of MLPFS as the designated
representative of MLPFS in the performance of their respective duties and obligations under this
Agreement. In the event that the person or persons so acting as the designated representative of
MLPFS are not able to perform the duties and obligations set forth in this Agreement, the Board
may contact the individual named in Section 12 of this Agreement with respect to the
performance by MLPFS of its duties and obligations under this Agreement.

12. All notices required or permitted under the terms and provisons hereof shal be in
writing (which shall include electronic transmission) and shall, unless otherwise provided herein,
be effective when received at the address specified below or at such other address as shdl be
specified in a notice furnished hereunder.

If to the Board:

Board of Regents of The University of Texas System

201 West 7th Street

Austin, Texas 78701-2981

Attention: Pamela K. Clayton, Assstant Vice Chancellor for Finance
Tel. No.: (512) 499-4334

Facsmile No.© (6 12) 4994367

email: pclayton@utsystem.edu

If to MLPFS:

Merrill Lynch, Pierce, Fenner & Smith Incorporated
250 Vesey Street - 9th Hoor (WPCN-9)

New York, New York 10281-1310

Attention: Donna Ciccimarro

Tel: No.: (212) 449-5501

Facsimile No.. (212) 449-9856

email:
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13 This Agreement is to be delivered and performed, and shall be construed and
enforced in accordance with, and the rights of the parties shdl be governed by, the laws of the
State of Texas.

14, The Board agrees to pay the fees and expenses of any outside counsd utilized by
MLPFS in connection with the execution and delivery of this Agreement; such fees and
expenses, however shal not exceed $2,000.

15. For the services to be performed by MLPFS under this Agreement, the Board

agrees to pay a fee caculated in the manner set forth in the addendum to this Agreement. Such
addendum may be amended from time to time upon the mutua agreement of the U.T. System

Representative and the representative of MLPFS.

16.  This Agreement may be terminated by either party, a any time upon thirty (30)
days notice to such effect to the other party. Any such termination, however, shal not affect the
obligation of the Board under Sections 11, 12 or 15 hereof or the rights or responsibilities of the
paties arisng prior to the termination of this Agreement.

If the foregoing is in accordance with your understanding of this Agreement, please sign

and return to us a counterpart hereof, whereupon this letter agreement aong with al counterparts
will become a binding agreement between us in accordance with its terms.

Very truly yours,
THE UNIVERSTY OF TEXAS SYSTEM

By:
Assgant Vice Chancdlor for Finance

Accepted and agreed to this

MERRILL LYNCH, PIERCE,
FENNER & SMITH INCORPORATED

By:

Authorized ~ Signatory
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4.

U T. Board of Regents: Authorization to Adopt the
Sevent h Suppl enental Resolution to the Master Resol u-

ti on Approving and Aut hori zing the |ssuance of Board of
Regents of The University of Texas System Revenue

Fi nanci ng System Bonds, Series 1998C and Series 1998D, in

an Aggregate Anount Not to Exceed $158, 500, 000; Approval
of the Prelimnary Oficial Statement; Authorization for
Sale of the Bonds to Smth Barney Inc., New York, New
Yor k; Appoi ntnent of McCall, Parkhurst & Horton, L.L.P.
Dal | as, Texas, as Bond Counsel; Appoi ntnent of Chase
Bank of Texas, N. A., Austin, Texas, as Payi ng Agent/
Regi strar; Appoi ntnent of Bankers Trust Conpany, New
York, New York, as Escrow Agent; Appoi ntnent of

Mcd adrey & Pullen, L.L.P., Mnneapolis, Mnnesota, as
Escrow Verification Agent; Authorization for Oficers of
U T. Systemto Conplete Al Transactions; and Approval
of Use of Revenue Financing System Parity Debt, Receipt
of Certificate, and Finding of Fact with Regard to Fi nan-

cial Capacity.--Upon reconmendati on of the Business
Affairs and Audit Comm ttee, the Board:

a. Adopt ed the Seventh Suppl enental Resol ution
to the Master Resolution and approved the
Prelimnary Oficial Statenent to autho-
rize the issuance of Board of Regents of
The University of Texas System Revenue
Fi nanci ng System Bonds, Series 1998C and
Series 1998D, in an aggregate principal
anount not to exceed $158, 500,000 with
a final maturity not to exceed August 15,
2019, to be used to refund Revenue
Fi nanci ng System Comrerci al Paper Notes,
Series A, to provide new noney to fund
construction and acqui sition cost of
projects in the FY 1998-2003 Capit al
| mprovenent Program and to pay costs of
i ssuance

b. Aut hori zed the sal e of the Revenue
Fi nanci ng System Bonds, Series 1998C and
Series 1998D, to Smith Barney Inc., New
York, New York, and other underwiters
to be naned by an Authorized Representative

C. Appoi nted McCall, Parkhurst & Horton, L.L.P.
Dal | as, Texas, as Bond Counsel

d. Appoi nted Chase Bank of Texas, N. A, Austin,
Texas, as Paying Agent/ Regi strar



Appoi nt ed Bankers Trust Conpany, New York,
New Yor k, as Escrow Agent

Appoi nted Mcd adrey & Pullen, L.L.P.,
M nneapolis, M nnesota, as Escrow
Verification Agent

Aut hori zed appropriate officers and

enpl oyees of the U T. Systemas set forth
in the related docunents to take any and
all actions necessary to carry out the
intentions of the U T. Board of Regents to
conplete the transactions as provided in

t he Resol ution.

The Seventh Suppl enental Resol ution

to the Master Resolution wth rel ated
docunents, which were before the Board,
are not included in the Mnutes but are
on file in the Ofice of the Board of
Regent s.

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 (the “Master Resol u-
tion”) adopted by the U T. Board of Regents on Febru-
ary 14, 1991, and anended on Cctober 8, 1993, and

August 14, 1997, and upon delivery of the Certificate

of an Authorized Representative as set out on Page 38 ,
t he Board resol ved that:

a.

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

Sufficient funds will be available to
neet the financial obligations of the

U T. System including sufficient

Pl edged Revenues as defined in the

Master Resolution to satisfy the Annual
Debt Service Requirenents of the Financ-
ing System and to neet all financial
obligations of the U T. Board of Regents
relating to the Financing System

The conponent institutions, which are
“Menbers” as such termis used in the
Mast er Resol ution, possess the financial


gfaulk
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capacity to satisfy their direct obliga-
tion as defined in the Master Resolution
relating to the issuance by the U T.
Board of Regents of tax-exenpt Parity Debt

d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| at i ons.

Proceeds fromthe Revenue Financing System Bonds,

Series 1998C, will be used to refund outstandi ng Revenue
Fi nanci ng System Commerci al Paper Notes, Series A, and
fund construction costs of $46, 680,000 for projects

aut hori zed by Section 55.1722 of the Texas Educati on Code
whi ch identified Tuition Revenue Bonds as the nethod of
financing for projects at specific U T. System conponent
i nstitutions.

A portion of the proceeds, $105,092,000 of the Revenue

Fi nanci ng System Bonds, Series 1998D, will be used to
refund out st andi ng Revenue Fi nanci ng System Conmer ci al
Paper Notes, Series A, and to fund construction costs
for projects that generate revenues fromthe use of the
constructed facilities. The remaining proceeds wll be
used to pay costs of issuance and provide for an original
i ssue di scount.

General ly, commerci al paper debt is issued during the
constructi on phase, and the debt is not anortized.

Once construction is conplete, the commercial paper is
refunded with 20-year, fixed-rate bonds. Wth nunici pal
|l ong-terminterest rates at historical |ows, outstanding
commerci al paper and new noney for construction are being
financed with 20-year, fixed-rate bonds.



PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI vE

I, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Amended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System (the
“"Master Resolution") adopted by the U T. Board of Regents
("Board”) on February 14, 1991, and anended on

Cctober 8, 1993, and August 14, 1997, do hereby execute this
certificate for the benefit of the Board pursuant to Section
s(a) (ii) of the Master Resolution in connection with the
authorization by the Board to issue "Parity Debt" and do
certify that to the best of ny know edge, the Board is in
conpliance with and not in default of any terns, provisions,
and conditions in the Mster Resolution, the First

Suppl enental Resolution Establishing the Revenue Financing
System Commercial Paper Program ("First Supplenental™), the
Second Suppl enental Resolution, the Third Supplenental

Resol ution, the Fourth Supplenmental Resolution, the Fifth
Suppl emrental  Resolution, and the Sixth Supplenental

Resol uti on.

EXECUTED thisd Ay o f _July . 1998

Pty K. (oot

Assistant Vice Chancelldy for Finance
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5.

U T. System Approval of Non-Personnel Aspects

of the Qperating Budgets for the Fiscal Year Ending
August 31, 1999, 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
Projects.--Wth the aid of slides, Chancellor Cunni ngham
presented a conprehensive overview of the proposed
Operating Budgets for The University of Texas System for
the Fiscal Year ending August 31, 1999. A copy of
Chancel | or Cunni nghanmi s report entitled “Education is the

Key to the Future of Texas” 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, 1999, 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


gfaulk
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The University of Texas M D. Anderson
Cancer Center

The University of Texas Health Center
at Tyl er

These budgets are a part of the Mnutes of this neeting
and the official copy is in bound Volune LIII entitled
Annual Budget for 1998-1999.

Furt her, Permanent University Fund Bond Proceeds in the
amount of $35, 000, 000 were appropriated fromreserves to
fund Library, Equi pnent, Repair and Rehabilitation Proj-
ects for Fiscal Year 1999.

In addition, the U T. System conponent institutions

wer e aut horized to purchase approved equi pnent itens

and library materials and to contract for repair and
rehabilitation projects follow ng standard purchasi ng and
contracting procedures within approved dollar limts.
Substitute equi pnent purchases are to receive prior
approval by the Chancell or and appropriate Executive

Vi ce Chancel l or or Vice Chancell or and, where required,
the U T. Board of Regents. Transfers by the U T.
System Adm ni stration of allocated funds to institutional

control or to vendors will coincide with vendor paynent
requi renents. Final approval of specific repair and
rehabilitation projects will be in accordance with Board

establ i shed procedures for construction projects.

Fi scal Year 1999 funds fromthese reserves not expended
or obligated by contract/purchase order within six nonths
after the close of Fiscal Year 1999 are to be available
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 Chancellor or Vice
Chancel | or.

See Page 52 related to approval of the personnel
aspects of the Operating Budgets for the Fiscal Year
endi ng August 31, 1999.



6.

U T. System Authorization for an Aggregate Anmount of
Equi pnent Fi nancing for Fiscal Year 1999 and Approval of

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

Capacity.--The Business Affairs and Audit Committee
recommended and the Board approved an aggregate anount
of $20, 468, 000 under the Revenue Financing System for
equi pnent to be purchased in Fiscal Year 1999 by the
foll ow ng conponent institutions of The University of
Texas System

U T. Arlington $1, 000, 000
U T. Austin 5, 000, 000
U T. ElI Paso 1, 010, 000
U T. Southwestern Medical Center - Dall as 4,000, 000
U T. Medical Branch - @Gl veston 5, 000, 000
U T. Health Science Center - Houston 1, 258, 000
U T. MD. Anderson Cancer Center 3, 000, 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 (the "Master Resol u-
tion") adopted by the U T. Board of Regents on Febru-
ary 14, 1991, and anended on Cctober 8, 1993, and

August 14, 1997, and upon delivery of the Certificate

of an Authorized Representative as set out on Page 42 ,
t he Board resol ved that:

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

b. Sufficient funds wll be available to neet
the financial obligations of the U T.
System including sufficient Pledged Revenues
as defined in the Master Resolution to
satisfy the Annual Debt Service Requirenents
of the Financing System and to neet al
financial obligations of the Board rel ating
to the Financing System

C. The conponent institutions and U T. System
Adm ni stration, 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
$20, 468, 000 for the purchase of equi pnent
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d. This resolution satisfies the official
intent requirements set forth in Sec-
}lon 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 Amended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System (the
"Master Resolution") adopted by the U T. Board of Regents
("Board") on February 14, 1991, and anended on

Cctober 8, 1993, and August 14, 1997, do hereby execute this
certificate for the benefit of the Board pursuant to Section
5(a) (ii) of the Master Resolution in connection with the
authorization by the Board to issue "Parity Debt" to finance
equi pnent coat at y. T. Arlington, U T. Austin, U T.

El Paso, U T. Southwestern Medical Center - Dallas, U, T.

Medi cal Branch - Galveston, U T. Health Science Center -
Houston, U T. MD. Anderson Cancer Center, U T. System

Adm nistration, and do certify that to the best of ny

know edge, the Board is in conpliance with and not in default
of any terns, provisions, and conditions in the Mster

Resol ution, the First Supplemental Resolution Establishing the
Revenue Financing System Commercial Paper Program ("First
Suppl enental ")., the Second Supplenmental Resolution, the Third
Suppl enental Resolution, the Fourth Supplenental Resolution
the Fifth Supplemental Resolution, and the Sixth Supplenental
Resol uti on.

EXECUTED this /8  day of ,\ﬁ(m 9 9 8

Assistant VJ.ce Chancellor? ;or Finance
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7.

U T. System Approval to Lower Monthly Prem um Rates
for the Texas Universities Health Plan (TUHP) to be

Ef fective Septenber 1, 1998.--At its May 1998 neeti ng,
the U T. Board of Regents approved nonthly prem umrates
for the Texas Universities Health Plan (TUHP) offered to
enpl oyees and retirees of The University of Texas System
in the Dallas, Texas, area.

Towers Perrin, a nationally recognized benefit consulting
firm recommended | ower premumrates be charged for TUHP
as a result of their actuarial analysis that included
TUHP s assunption of additional risk and premumrate
guar antees not available prior to the May 1998 U. T.
Board of Regents’ neeting.

I n accordance therewith, approval was given to | ower the
nonthly premumrates for the Texas Universities Health

Plan that is offered to enployees and retirees of the

U T. Systemin the Dallas, Texas, area to be effective

Septenber 1, 1998, as foll ows:

U T. SYSTEM SELF- FUNDED MEDI CAL PLAN MONTHLY PREM UMS
FOR FY 1998-99
TEXAS UNI VERSI TI ES HEALTH PLAN (TUHP) DALLAS
HVO W TH OUT- OF- NETWORK BENEFI TS
Rat es
Cover age Level for
FY 1998-99

Subscri ber
Only $174. 32
Subscri ber
and $362. 25
Spouse
Subscri ber
and $332. 66
Chil d(ren)
Subscri ber
and $505. 98
Fam |y




8.

U T. System Authorization to Revise the Environnent al
Review Policy for Acquisitions of Real Estate and Renane
the Policy the Environnmental Review Policy for Acquisi-
tions of Real Property Assets.--The University of Texas
System Environnental Review Policy for Acquisitions of
Real Estate, adopted by the U T. Board of Regents in
August 1991, required that all appropriate inquiries be
made as to the condition of every parcel of real property
prior to acquisition to mnimze the potential for
exposure to clains for danages under the applicable | ans
governing the environnent and hazardous materials. 1In
Novenber 1995, the policy was rescinded by the U T.
Board of Regents and a replacenent policy was adopted to
i ncorporate the nationally recognized Arerican Society
for Testing and Materials standards for environnental
review and eval uation of real property. The current
policy covers only acquisitions of parcels of real
property and does not specifically address | eases.

In order to nake the policy nore conprehensive by
addressing | eases of real property as well as the
acquisition of title to real property by purchase,

gi ft, exchange, or otherw se, the Business Affairs

and Audit Commttee recommended and the Board revised
the U T. System Environnental Review Policy for Acqui-
sitions of Real Estate as set forth on Pages 45 - 49
and renaned the Policy the U T. System Environnental
Revi ew Policy for Acquisitions of Real Property Assets.



U T. SYSTEM ENVI RONMVENTAL REVI EW PQLI CY
FOR ACQUI SI TI ONS OF REAL PROPERTY ASSETS-

St at enent of Policy

It is the policy of The University of Texas Systemto mnim ze
its potential for exposure to clains nmade under the applicable
| aws governi ng the environnent and hazardous substances by
making all appropriate inquiry with regard to the
environmental condition of real property assets, including

| easehol ds, prior to acquisition.

Scope of the Policy

To reduce the risk of liability, the U T. Systemwl|

conpl ete an environnental site assessnment (ESA) prior to
acquisition of any real property asset, except as specifically
provided in this policy. For purposes of this policy, the
term"real property asset” means any interest in real property
except a mneral interest severed fromthe surface estate, a

| easehol d in inprovenents only, or a | easehold less than five
years in duration that does not contenplate any inprovenents
to be constructed by U. T. Systemor other activities that
woul d result in disturbance of the soil. The term
specifically includes without limtation any acquisition in
fee sinple of real property, any |easehold on which U T.
Systemw || construct inprovenents, and any | easehol d where an
under ground storage tank, water wells, or nonitoring wells
exist. Federal and State statutes inpose certain liabilities
on owners of real property, including public institutions of

hi gher educati on, when hazardous or other regul ated substances
have been deposited, stored, or released on the property.
Hazar dous and ot her regul ated substances include not only the
nost dangerous or toxic substances, but also a wde array of
chem cal s and conpounds, nany of which are conponents of
househol d trash or are found in raw materials and wastes.
Liabilities related to hazardous and ot her regul ated

subst ances may include costs associated with renoval of these
substances fromthe property, including overhead and

enf orcenment expenses. |If environnental hazards are
identified, the U T. System should then weigh the risks that
may arise with respect to such hazards in determ ni ng whet her
the acquisition is beneficial and appropriate. If no risks
are identified, the U T. System may, under certain

ci rcunst ances, be able to assert a defense to liability if
contam nation that was unknown at the time of acquisition is

| at er di scovered.



The Environnental Review Process

1.

At a minimum prior to acquisition of any real estate
asset, the benefited conponent, with respect to purchases
of land or | easeholds to be used for canpus purposes, or
the Real Estate Ofice with respect to all other real
property assets, will conduct an initial ESA using the
Anmerican Society for Testing and Materials (ASTM
transacti on screen process E1528. For purposes of the
policy, "benefited conponent” neans the conponent that
wi |l use and have control over |and acquired by purchase,
gift or bequest, or |lease. The benefited conponent wl |
determ ne the scope of further assessnent based on the
property's location and history, and findings of the
transacti on screen.

The chi ef business officer of the benefited conponent or
the chief business officer's delegate, will coordinate
the revi ew process for purchase of real property assets
to be used for canpus purposes.

a. No conponent of the U T. Systemw || add property
to the inventory of canpus real property assets
until a qualified university enployee or a qualified
out si de professional retained by the conponent,
perfornms an ESA in accordance with this policy.

b. The benefited conmponent will pay all costs of the
ESA that are not paid by a donor or an external
entity whether the acquisition is by purchase,
gi ft, bequest, or other neans.

C. Any office or conmponent of the U T. Systemwill
notify the Real Estate Ofice i mediately upon
identification of a real property asset which may
be donated or bequeathed to the U T. System or
any conponent institution.

d. No conmponent will make a commtnent to accept a
donation or bequest of a real property asset until
the appropriate office has conplied with this policy
W th respect to such asset.

All ESAs will conply with the appropriate standards
established by ASTM unl ess ot herw se specifically
provided for in this policy.

The Real Estate Ofice nay require, when appropriate, an
i nvestigation of other environnental issues or conditions
beyond the scope of the ASTM gui del i nes, such as | ead,

bi ol ogi cal, or radiation contam nation.
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If the initial transaction screen indicates areas of
concern, the "Responsible Oficer" (Real Estate Ofice
or Chief Business Oficer of the benefited conponent
Wth respect to real property assets to be used for
canpus purposes, as appropriate) may (i) reject the

real property asset, (ii) accept the real property asset
with the identified risks, or (iii) require further
investigation in the formof a Phase I, Il, or Il ESA

I f the Responsible Oficer requests a Phase | ESA a
qual i fied outside professional will performthe ESA

unl ess the conponent or the U. T. Systemhas a qualified
enpl oyee to conplete the review

a. All contracts for Phase | ESAs nust be in a form
acceptable to the Ofice of General Counsel.

b. The O fice of General Counsel and the Responsible
O ficer shall review the ESA report.

C. If the Phase | ESA indicates areas of concern, the
Responsible O ficer may (i) reject the property
asset, (ii) accept the real property asset with the
identified risks, or (iii) require additional
investigation in the formof a Phase Il or II1l ESA

A qualified outside professional nust conduct any

Phase Il ESA, unless the conponent receives express
witten permssion fromthe Executive Director, Real
Estate O fice to conduct all or part of the Phase Il ESA
i n-house based on the institution's expertise. The
Phase Il ESA should include an extensive review of prior

uses of the land and records pertaining to those uses, an
exam nation and sanpling of the property, and testing of
all sanpl es collected.

a. All contracts for Phase Il ESAs nust be in a form
acceptable to the Ofice of General Counsel.

b. The O fice of General Counsel and the Responsible
Oficer will reviewthe Phase Il ESA report. |If
the Phase Il ESA indicates areas of concern, the
Responsible O ficer may (i) reject the real property
asset, (ii) accept the real property asset with
identified risks, or (iii) require additional
investigation in the formof a supplenental Phase |
or a Phase |11 ESA



10.

A qualified outside professional nust conduct any

Phase II1 ESA. The ESA shoul d include extensive physical
sanpling of the site, testing of all sanples, estimates
of the extent of contam nation, and estinmates of the
total cost to clean up the site.

a. All contracts for Phase |11 ESAs nust be in a form
acceptable to the Ofice of General Counsel.

b. The O fice of General Counsel and the Responsible
Oficer will reviewthe Phase |11l ESA report. |If
the Phase IIl1 ESA identifies unacceptable
contam nation or cleanup estimates, the real
property asset will be rejected and wll not be
acquired.

The Real Estate Ofice will maintain conplete ASTM

gui delines for the ESA transaction screen process, as
revised fromtine to tinme. The Real Estate Ofice wll
distribute the guidelines at cost to any conponent

busi ness and devel opnent offices upon request.

When the U T. Systemor a benefited conponent conducts
an ESA either in-house or using a qualified outside

prof essional and el ects, based on the results of the ESA,
not to acquire the real property asset under review, it
is the System's policy to provide a copy of the ESA, with
an appropriate disclainmer to the seller/current |andowner
or landlord, if requested.

Recommended Envi ronnental Review by Property Type

The | evel of screening will vary according to type of real
property asset, history and | ocation.

1.

Resi denti al :

a. Have a qualified in-house individual or outside
pr of essi onal conduct an inspection.

b. Conduct a site visit and a review of aerial photos
for the past 50 years if such photos are readily
available fromlibraries or archives. |If there is

concern about past |land uses (i.e., the property was
vacant and in a renote or formerly industrial/
commercial area, the site visit indicates distressed
vegetation, or there is other evidence of

contam nation), then a 50-year title search may be
war r ant ed.



Vacant / Unoccupi ed Lands: Step 1.b above. The site visit
shoul d i nclude (a) asking nei ghbors about prior uses such
as dunping, and (b) inspecting along on-site roadways or
fence |ines where historical dunping would be nore likely
to have occurred. Aerial photos may be particularly
useful in evaluating historical dunping on vacant |ands.

Comrercial Sites: Steps l1l.a and 1.b above. A 50-year
title search will be useful in evaluating former uses of
commercial property. Every attenpt should be nade to
obtain fromthe current or past owners, operators and/
or tenants the nature of business conducted at the site
including a review of copies of any permts, |icenses,
notices of violation or consent agreenents issued to
owners, operators or tenants of the site.

I ndustrial Sites: Engage a qualified outside

prof essional to conduct a Phase | ESA in accordance with
ASTM Phase | Standard E1527, including a review of copies
of any permts, licenses, notices of violation or consent
agreenents issued to current or past owners, operators

or tenants of the site.



9.

U T. Austin - C B. Smith, Sr. Centennial Chairs in
United States - Mexico Relations: Approval to Sel

Approxi mately 6.4 Acres of Land Located on Teri Road,
Austin, Travis County, Texas, to Honme Depot U S. A,
Inc., and Authorization for the Executive Vice Chancell or
for Business Affairs or the Executive Director of Rea
Estate to Execute Al Docunents Rel ated Thereto.--

Aut hori zation was given for The University of Texas
System Real Estate O fice, on behalf of The University of
Texas at Austin, to sell approximately 6.4 acres of |and
| ocated on Teri Road, Austin, Travis County, Texas, to
Home Depot U S. A, Inc., a Delaware corporation, for
approxi mately $906, 000, or $3.25 per square foot, as
determ ned by a survey. The current appraised val ue of
the property is $3.00 per square foot. The proceeds from
the sale of the property will be invested in the Long
Term Fund for the benefit of the C. B. Smith, Sr.
Centennial Chairs in United States - Mexico Rel ations at
U T. Austin.

Further, authorization was granted for the Executive Vice
Chancel | or for Business Affairs or the Executive Director
of Real Estate to execute all docunents, instrunents, and
ot her agreenents and take all such further actions deened
necessary, advisable, or proper to carry out the purpose
and intent of the authorized sale.

The subject property is a portion of a 19.9357 acre tract
of land that was donated to U T. Austin by M. C. B.
Smith, Sr., and Ms. Johanna L. Smth and accepted by the
U T. Board of Regents at its June 1983 neeting. At that
neeting, the Board al so authorized the establishnent

of one or nore C. B. Smth, Sr. Centennial Chair(s)

in United States - Mexico Relations in the Coll ege of

Li beral Arts at U T. Austin.



10. U. T. Health Science Center - Houston: Determ nation
of Necessity and Authorization to Acquire Approximately
5.1 Acres of Land Located on the Northwest Corner of
El Paseo and Canbridge Streets in Houston, Harris County,

Texas; Authorization to Take Al Necessary Acti ons Needed

to Acquire Property Through Purchase or Em nent Donai n;
and Aut hori zation for the Executive Vice Chancellor for
Busi ness Affairs or the Executive Director of Real Estate

to Execute Al Docunents Rel ated Thereto. --Upon
recommendati on of the Business Affairs and Audit
Commi ttee, the Board:

a. Determned that it is necessary for The
University of Texas Health Science Center
at Houston to acquire, through condemmati on
proceedi ngs if necessary, approximtely
5.1 acres of land | ocated at the northwest
corner of El Paseo and Canbridge Streets
in Houston, Harris County, Texas

b. Aut hori zed the U T. Health Science Center -
Houston to acquire the subject property,
t hrough condemati on proceedings if
necessary, for institutional purposes
including, without limtation, the
construction of a student housing conpl ex

C. Aut hori zed the Executive Vice Chancell 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 to take
all such actions deenmed necessary or
desirable to carry out the purpose and
intent of the approved acquisition.

The subject property is a 5.1157 acre tract of vacant

| and | ocated i medi ately adjacent to an existing student
housi ng conpl ex which is owned and operated by the U T.
Heal th Sci ence Center - Houston. In August 1995, the

U. T. Board of Regents authorized the negotiation of

a ground |l ease for a portion of another tract of |and
acquired by the U. T. Board of Regents in 1970 with
consideration for the | ease to include acquisition of the
subj ect property by the ground tenant and subsequent



11.

transfer of title to the U T. Health Science Center -
Houston. The ground | ease negoti ati ons were unsuccessf ul
i n produci ng an agreenent.

On May 9, 1996, the U T. Board of Regents authorized
negotiations to purchase the subject property at its fair
mar ket val ue and to construct a 96-unit student housing
conpl ex on the subject property. The Texas Hi gher
Educati on Coordi nati ng Board subsequently approved the
May 1996 actions at its July 1996 neeting. Since that
time, attenpts to contact the property owner and to
purchase the property have been unsuccessful.

Resubm ssion of this acquisition to the Texas Hi gher
Educati on Coordinating Board will also be required due to
the tine |apse and the possible increase in appraised

val ue.

U T. System Approval of Personnel Aspects of the Oper-
ating Budgets for the Fiscal Year Ending August 31, 1999,
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 Oxford, 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, 1999,
I ncluding Auxiliary Enterprises, Gants and
Contracts, Designated Funds, Restricted Cur-
rent Funds, and Medical and Dental Services,
Research and Devel opnent Pl ans as consi dered
by the Board in Executive Session on
August 12, 1998

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 39 for approval of non-personnel aspects of
the Fiscal Year 1999 Operating Budgets.

Fol | owi ng approval of the personnel aspects of the
Operating Budgets for the Fiscal Year ending August 31,
1999, Chai rman Evans t hanked Chancel |l or Cunni ngham for his
excell ent presentation related to the budget and noted
that the Board had just approved a System w de budget
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of $4.88 billion for Fiscal Year 1999 with 60% of that
budget all ocated for conpensation of U T. Systemis nore
t han 70, 000 enpl oyees.

Chai rman Evans announced that Chancel |l or Cunni ngham had
reconmmended to the Board in Executive Session yesterday
(August 12) that pay raises for the new fiscal year be
foregone for himand other senior U T. System

adm nistrators as a way of enphasizing the seriousness of
t he conpensation study. At the recomendati on of
Chancel | or Cunni ngham the U T. Systemw || undertake a
conprehensi ve study of the faculty and staff conpensation
at all 15 Systeminstitutions with the goal of naking
sure that conpensation policies and practices foll ow

t hree principles:

a. Achi eving equity in conpensation at each
canpus for all enpl oyees

b. Mai nt ai ni ng conpensation |levels that are
conpetitive relative to local, state, and
nati onal narket pl aces

C. Conducti ng regul ar perfornmance-based
eval uati ons/ appraisals that formthe
basis for the conpensation of each

enpl oyee.

Chai rman Evans pointed out that it is essential that

the Board have a cl ear understanding of the conpensation
study and that it conformto this set of fundanenta
princi pl es.

Chai rman Evans reported that the Board accepted
Chancel | or Cunni nghani s recommendati on that freezing
certain salaries for the com ng year can be an effective
way to spotlight the inportance of conpensation issues
across the U. T. Systemand the State of Texas.

M. Evans noted that the adm nistrators’ decision to
forego pay raises for the new fiscal year is initself a
denonstration of the extraordinary | eadership of the

U T. System

In closing, Chairman Evans stated that the Board is
deeply appreciative and proud of the outstandi ng perfor-
mance and contributions of the 70,000 enpl oyees through-
out the U T. Systemand their dedication and hard work
are of fundanental inportance to the ability of the
Systemto fulfill its inportant education nmi ssion on
behal f of all the people of Texas. M. Evans then nade
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coments as set out on Pages 54 - 56 regarding
out st andi ng enpl oyees of the U T. System

Chai rman Evans’ Comments on Qut standi ng Enpl oyees
of The University of Texas System

| am so proud of the many fine enpl oyees who formthe
backbone of the U T. System During the past year, |
have been privileged to recogni ze the acconplishnments of
over one hundred outstanding individuals. Representative
of the high caliber and dedication of our enployees are
the foll ow ng:

At U T. Arlington, Dr. John MElroy, Professor of

Engi neering, was elected to the National Acadeny of

Engi neering and Ms. M chele Bobadilla, D rector of the
O fice of Adm ssions, provided | eadership for a student
program sel ected as Hi spani c Service Program of the Year
by the Dallas Concilio and the G eater Dallas H spanic
Chamber of Commerce.

At U T. Austin, Coach Jody Conradt, Director of
Intercollegiate Athletics for Wnen, was inducted into

t he Basketball Hall of Fame. Dr. Neil Foley, Associate
Professor in the Departnent of History at U T. Austin
and Consulting Director for the Center for Mexican-
Anerican Studies at U T. Arlington, received the
Frederick Jackson Turner Award fromthe Organization of
Anerican Historians. M. Panela Price, Student

Devel opment Specialist Il in the College of Fine Arts,
has been honored as one of five "energing professionals”
by the Anmerican Coll ege Personnel Association. Dr. lan
Hancock, Professor in the Departnent of English, has been
appoi nted to the Hol ocaust Menorial Council.

At U T. Brownsville, M. Esneral da Ri vera, Nurse
Practitioner in the Student Health Service, has received
the Nurse Practitioner Award for Excell ence.

At U T. Dallas, the chess team coached by Dr. Tim
Redman, Professor in the Departnent of Literary Studies,
earned second place at a national conpetition sponsored
by the U. S. Chess Federation.

At U T. El Paso, Dr. Roberto Villarreal, Professor in
the Departnent of Political Science, has been sel ected as
one of the 100 nost influential Hi spanics in the nation
by Hi spani c Busi ness Magazi ne. (President Juliet Garcia
of U T. Brownsville was al so sel ected.)




Dr. Dahlia Guerra of U T. Pan American directs the
canpus Mariachi, naned as the best collegiate mariachi in
the annual Ford Motor Co. Mariachi Vargas Extravaganza.

Dr. Robert Bartsch, Assistant Professor of Psychol ogy at
U T. Perm an Basin, received the Chancellor's Counci
Award for Qutstandi ng Teacher.

At U T. San Antoni o, the Probl em Sol vi ng/ Confli ct

Resol uti on Program headed by Dr. Norma Guerra, Executive
Director of Human Resources Managenent and Devel opnent,
has received the top H gher Education Award presented

by the National Association of College and University
Busi ness O ficers.

Two U T. Tyler faculty nmenbers, Dr. Ronald King, Chair
of the Departnent of Conputer Science, and Dr. Don

Kill ebrew, Chair of the Departnent of Biology, were

sel ected as Fell ows of the Texas Acadeny of Science.

At U T. Southwestern Medical Center - Dallas,

Ms. Cynthia Bassel, Vice President for University

Rel ati ons, has been recogni zed by the establishnent of
the Cyndi Bassel Guardian Angel Award to recognize
enpl oyees at Sout hwestern Medi cal Center "who nake a
di fference. "

At the U T. Medical Branch - Galveston, M. Dottie
Wl ls, Associate Administrator in the Ofice of
Facilities Planning, conpleted her associ ate degree at
Gal veston Coll ege as a participant in a UMB pil ot
program cal l ed First Step.

At the U T. Health Science Center - Houston, Police
Sergeant Canellia Luprete has received the Larry Fultz
Menorial Award for Excellence fromthe Texas- New Mexi co
Associ ation of College of University Police Departnents.

At U T. MD. Anderson Cancer Center, M. Peggy Pearson,
Pedi atric Nurse Practitioner, received the Ethel Flemng
Ar ceneaux Qut st andi ng Nurse- Oncol ogi st Award presented by
The Brown Foundation. M. Marian N non, who works with
the HUB nentor program has received an award for

out standi ng service fromthe Houston Mnority Business
Council, where she chairs the Strategic Team ng Alliance
Commttee. She also serves on the Corporate Advisory
Conmittee of the Houston Whnen’'s Busi ness Council .

At U T. Health Science Center - San Antonio, M. Sylvia
Fernandez, Director of the O fice of Special Prograns,
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and Dr. Celia Kaye, Chairnman of the Departnent of

Pedi atrics, have been inducted into the San Antonio
Wnen's Hall of Fanme. President John Howe has been

sel ected as President of the Texas Medical Association,
and Dr. Janes Heckman, Chairman of the Departnent of
Ot hopedi cs, has been el ected chairman of the Anmerican
Acadeny of Orthopedi c Surgeons.

Dr. Barry Peterson, Chairman of the Departnent of
Physiology at the U T. Health Center - Tyler, has
been recogni zed by the Anmerican Association for the
Advancenent of Science for pronoting the public
under st andi ng of science and technol ogy.

At U T. System Adm nistration, M. Marta Hubbard,
Manager of Information Systenms in the Ofice of

Tel econmuni cati ons and I nformation Technol ogy, and M.
Pat sy Nei di g, Land Records and Revenue Supervisor in the
Uni versity Lands Accounting Ofice, received Enpl oyee
Excel l ence Awards for exenplary performance well beyond
j ob expectations.

I n Septenber 1997, revenue bonds issued by The University
of Texas Systemrecei ved the highest rating, AAA by
Fitch Investors Service -- these were the first revenue
bonds of a public higher education institution to receive
the AAArating and are a very positive reflection of the
excel l ent performance of our financial and business
managenent staff under the | eadership of Executive Vice
Chancel | or Dan Burck, M. John Roan, now Vice President
for Financial Affairs at U T. Southwestern Medi cal

Center - Dallas, and Ms. Pam O ayton, Assistant Vice
Chancel | or for Finance.

Dr. Mario J. CGonzal ez, appointed in 1996 as Vice
Chancel | or for Tel econmuni cations and | nfornmation

Technol ogy, is charged with the responsibility for

devel oping and i nplenmenting prograns in this critical
area. O particular interest, the UT Tel eCanpus was

i naugurated in May 1998 to facilitate access to di stance
education throughout the U T. System Texas, and beyond.
The devel opnent of on-1line undergraduate courses and
graduat e degree prograns conti nues.



| NFORVATI ONAL REPORTS

1. U T. System Presentation of the June 1998 Monthly
Fi nancial Report.--M. R D. Burck, Executive Vice
Chancel l or for Business Affairs, reviewed the June 1998
Mont hly Financial Report for The University of Texas
System and enphasi zed that in this ten-nonth period
there were no vari ances from budget which did not have
reasonabl e expl anati ons.

A copy of The University of Texas System Monthly Financi al
Report as of June 1998 is on file in the Ofice of

the Board of Regents.

2. U T. System Report on Status of Action Plan to Ensure
Institutional Conpliance.--Executive Vice Chancel |l or
Burck reported that, in keeping with Chairmn Evans’
request that an ad hoc conmttee to review all conpliance
i ssues within The University of Texas System be
est abli shed, the Ad Hoc Comm ttee on Institutional
Conpl i ance was appoi nted on January 23, 1998.

The Ad Hoc Committee on Institutional Conpliance nmet at
The University of Texas Health Science Center at Houston
on March 2, 1998, and that neeting featured a three-hour
presentation by representatives of Deloitte & Touche LLP
entitled “Corporate Conpliance for Universities and
Academ ¢ Medical Centers.” At that neeting, the

Comm ttee discussed the requisite elenments of a U T.
System action plan to ensure institutional conpliance and
that action plan was circulated to all nenbers of the ad
hoc commttee for review and conmment. A copy of the U

T. System Action Plan to Ensure Institutional Conpliance
was presented to the Business Affairs and Audit Commttee
on April 24, 1998.

Executive Vice Chancell or Burck noted that the Ad Hoc
Committee on Institutional Conpliance will focus on an
action plan to ensure conpliance with all federal and
state laws, the Regents’ Rul es and Regul ati ons, and
rel ated agency requirenents where conpliance with
regul ations and rulings is an issue. Sone of the
institutional conpliance issues are federal grants and
contracts, environmental health and safety, human
resources, Internal Revenue Service, and the National
Col l egi ate Athletic Association. Executive Vice
Chancel | or Burck reported that conpliance training
sessions are being conducted throughout the U T. System
and representatives of Deloitte & Touche LLP have net

- 57 -


gfaulk

gfaulk

http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/8-98FinRep.pdf
http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/8-98FinRep.pdf

with the U T. System Executive Oficers and chief

adm nistrative officers regardi ng Systemw de conpli ance
i ssues. Executive Vice Chancellor Burck reported that
the Conmmttee’ s goal is to have a conplete action plan in
pl ace by January 1, 1999.

In closing, Executive Vice Chancellor Burck expressed
appreciation to M. Charles Chaffin, Director of Audits
for the U T. System and his staff for their efforts and
gui dance in the devel opnent of the institutional
conpl i ance i ssues.

Chai rman Evans commended Executive Vice Chancel | or Burck
for putting the institutional conpliance issues on a fast
track and noted that conpliance is a critical feature of
t he assessnent of institutional acconplishnents.



REPORT AND RECOMVENDATI ONS OF THE ACADEM C AFFAI RS COW TTEE
(Pages 59 - 74).--1n the absence of Comm ttee Chairman

Leber mann who was excused, Regent Smiley reported that the
Academ c Affairs Commttee had net 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 Academ c Affairs Conmttee and approved in
open session and wi thout objection by the U T. Board of
Regent s:

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(h) (Academc Titles).--Upon
recommendati on of the Academi c Affairs and Health
Affairs Conmttees, the Regents' Rules and Regul ati ons,
Part One, Chapter Ill, Section 1, Subsection 1.8,

Subdi vision 1.83(h), regarding academc titles, was
anended to read as set forth bel ow

1.83

(h) Specialist. This title my be used for
prof essi onal individuals who will serve as
practitioners in specific areas of instruc-
tion, training or supervision. Upon approval
of the chief admnistrative officer, the title
may carry appropriate descriptive prefixes so
as to indicate the specific areas of pro-
ficiency, e.g. Practice Teaching Speciali st,
Physi cal Activity Specialist, Social Wrk
Field Training Specialist.

Thi s anendnent del egates authority to the chief adm nis-
trative officers of the conponent institutions to nmake
appointnments to the nontenured, nontenure-track title

of "Specialist" and deletes the need for further review
and approval by The University of Texas System Adm ni s-
tration.



2.

U T. Board of Regents and U. T. Austin: Appointnent of
(a) M. Howard Shapiro, Plano, Texas, as Regental Repre-
sentative to Intercollegiate Athletics Council for Men
and (b) M. Mchael W Perrin, Houston, Texas, as
Regental Representative to Intercollegiate Athletics
Council for Wnen Effective Septenber 1, 1998. -- Approval
was given to appoint the foll ow ng Regental represen-
tatives to The University of Texas at Austin Intercol -

| egiate Athletics Council for Men and the Intercollegiate
Athletics Council for Wnen each for a four-year term
begi nni ng Septenber 1, 1998, and endi ng August 31, 2002:

a. M. Howard Shapiro, Plano, Texas, to succeed
M. Ben Barnes on the Intercollegiate
Athl etics Council for Men

b. M. Mchael W Perrin, Houston, Texas, to
succeed Ms. Karen R Johnson on the Inter-
collegiate Athletics Council for Wnen.

M. Shapiro, an attorney in private practice in Plano
and a board nenber of the Plano Sports Authority, is a
1970 graduate of U T. Austin.

M. Perrin, who currently serves as Partner-in-Charge

of the Houston |law office of King & Spal ding, received
hi s undergraduate and | aw degrees fromU. T. Austin where
he was a three-year football |etterman and a nenber of
the 1968 Sout hwest Conference Chanpi onship team

U T. System Authorization for Conponent Institutions
to Charge Nonresident Tuition Rates to Undergraduate
Students with Excessive Undergraduate Senester Credit
Hours Effective with the Fall Senester 1999 (Catal og
Change) . --Section 54.068 of the Texas Education Code,
whi ch was passed by the 75th Texas Legislature in 1997,
aut horizes institutions of higher education to charge

a resident student a tuition rate that is higher than
the regular resident tuition, but does not exceed the
nonresident tuition rate if the student has previously
attenpted 170 or nore senester credit hours w thout
earni ng a baccal aureate degree. Section 61.0595 of the
Texas Education Code, also enacted in 1997, directs the
Texas Hi gher Education Coordinating Board to w thhold
formul a funding for students who have previously
attenpted 170 or nore senester credit hours for courses




taken at any institution of higher education while
classified as a resident of Texas for tuition purposes.
The reduced fornul a funding becones effective with the
Fal | Senester 1999.

The Board, upon recommendati on of the Academic Affairs
and Health Affairs Commttees, delegated to the chief

adm nistrative officers of The University of Texas System
conponent institutions authority to charge a tuition rate
that is higher than the regular tuition rate but that

does not exceed the statutory nonresident tuition rate

to resident undergraduate students who accunul ate
excessi ve hours.

Upon approval by the conponent chief adm nistrative

of ficer, the next appropriate catal og published at the
respective U T. Systeminstitution will be anended to
reflect this action.

U T. System Delegation of Authority to Chief Adm nis-
trative Oficers to Waive Tuition and Fees Aut horized by
Statute Effective I medi ately.--Upon recomendati on of
the Academ c Affairs and Health Affairs Commttees, the
Board del egated to the chief adm nistrative officers of
The University of Texas System conponent institutions

the authority, effective imediately, to exenpt qualified
students fromthe paynent of tuition and/or required

fees under the various provisions of the Texas Education
Code, Subchapter D, "Exenptions from Tuition,"™ which
establish perm ssive authority for a governing board to
grant exenptions. The institutional policies related to
exenptions will be approved by the U T. System Adm ni s-
tration in keeping with the normal procedures for catal og
approval and published in the appropriate conmponent
institution catal ogs.

The 75th Texas Legislature added a provision to the Texas

Educati on Code, Section 54.2041, that permts, but does
not require, the governing board of an institution of

hi gher education to exenpt a Texas resident peace offi-
cer, permanently disabled in the line of duty, fromthe
paynent of tuition and required fees. Additional
sections in Subchapter D of the Texas Education Code

al l ow ot her specified exenptions to be granted.




5.

U T. Austin: Establishnent of the Lyndon Bai nes Johnson

School of Public Affairs Advisory Council. --Pursuant

to the Regents' Rules and Regul ations, Part One,

Chapter VII, Section 3, regarding the advisory councils
of a conmponent institution, approval was given to estab-
lish the Lyndon Bai nes Johnson School of Public Affairs
Advi sory Council at The University of Texas at Austin.

The m ssion of the Lyndon Bai nes Johnson School of Public
Affairs Advisory Council at U T. Austin is to foster
continuous inprovenents in the quality of public affairs
education, research, and outreach at the Lyndon Bai nes
Johnson (LBJ) School of Public Affairs. The Council’s
obj ectives include assisting the LBJ School to identify
sources of private funding for all conponents of the
School .

Menmbership wll be conprised of honorary life, ex offi-
cio, and no nore than 30 regul ar nenbers, at |east one of
whom nust al so be a nenber of the Board of Trustees of

t he Lyndon Bai nes Johnson Foundation. Regul ar nenbers

wi |l be appointed by the President of U T. Austin, based
on nonmi nations by the Dean of the LBJ School in consulta-
tion with the Advisory Council, wth appoi ntnents subject
to final approval by the Chancellor. Regular nenbers

wi |l serve staggered terns and may not serve nore than
two consecutive three-year terns.

U T. Austin: Approval for Dr. Laurence H Hurley to
Continue to Hold Equity in Cyternex, Inc., Austin,
Texas. -- Aut hori zati on was given for Dr. Laurence H

Hurl ey, Professor and hol der of the George H. Hitchings
Regents Chair in Drug Design in the Coll ege of Pharmacy
at The University of Texas at Austin, to continue to hold
equity in Cyternex, Inc., Austin, Texas.

Dr. Laurence H Hurley, a faculty nenber in the Coll ege

of Pharmacy’s Dynamcs Drug Institute at U T. Austin, has
created the followi ng inventions: (1) “Solid Phase Paral -
| el Synthesis of Quinobenzoxazi ne Anal ogs for Use as

Anti neopl astic Agents,” (2) “Controll ed Rel ease Conposi -
tions for Targeting Delivery of Ligands Directly to the
Cell Nucleus,” and (3) “Control |l ed Rel ease Conpositions
for Targeting Delivery of Antisense Directly to the Cel
Nucl eus” (collectively the “Technol ogy”).

A Letter of Understanding outlines the conditions under

whi ch Cyternex, Inc. (“Cyternex”) and the U T. Board
of Regents, for and on behalf of U T. Austin, wll
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negotiate a |license agreenent covering the Technol ogy.
Under the Letter of Understanding, Cyternex wll provide
U T. Austin with a plan for securing third party funding
for further devel opnent of the Technol ogy.

I f Cyternex secures funding during the allotted tine
period, the parties will begin to negotiate an agreenent
for an exclusive, worldw de |license for Cyternex to
manuf act ure, have manufactured, use, sell, inport or
export, offer for sale and sublicense the Technol ogy.
The license will also include at |east the follow ng:

a. Rei mbur senent of all patent prosecution fees
to U T. Austin, including $8,400 to cover
expenses for filing three provisional patent
applications on the Technol ogy

b. Paynent and ot her consideration for the
| i cense which may include, but is not limted
to, a paid-up royalty, running royalty rates,
and diligence requirenents in comrercializing
t he Technol ogy, and

C. QO her terns that are reasonable and customary
to a license agreenent, such as indemifica-
tion | anguage protecting the U T. Board of
Regents, and are in conformty with the
Constitution and |l aws of the State of Texas
and U T. Board of Regents’ Rules and
Regul ati ons and policies.

Dr. Hurley currently holds equity in Cyternex and he wll
beconme a Scientific Advisor when Cyternex secures third
party funding. Dr. Hurley will not hold an office in

nor serve as a nenber of the Board of Directors for
Cyternex. U. T. Austin has determned that a |icense

to Cyternex is appropriate because the activities of
Cyternex involve applied research (specific drug devel op-
ment) whereas Dr. Hurley’'s research at U T. Austin

i nvol ves basic research (new drug discovery). 1In a

| etter dated March 3, 1998, to Dr. Janes T. Dol uisio,
Dean of the College of Pharmacy, Dr. Hurley affirns that
he has reviewed the U T. Austin policy and procedures
for pronoting objectivity in research and will cooperate
with U T. Austin in inplenenting any nmanagenent steps
necessary to ensure that no actual conflicts of interest
occur.



7.

U T. Austin: Approval for the U T. Board of Regents to

Acquire Equity in Focal, Inc. (Fornerly Pegas Pharma-
ceuticals, Inc.), Lexington, Massachusetts.--The Board,
on behalf of The University of Texas at Austin, approved
the acquisition of equity in Focal, Inc. (formerly Pegas
Phar maceuticals, Inc.), Lexington, Massachusetts.

Dr. Jeffery A Hubbell, fornmerly a Professor in the
Depart ment of Chem cal Engineering at U T. Austin, has
created inventions relating to photopol yneri zabl e

bi odegr adabl e hydrogel s.

Dr. Hubbell’s inventions were |icensed to Pegas
Pharmaceuticals, Inc., a for-profit Del aware corporation
with principal offices in Menlo Park, California
(“Pegas”), under a Patent and Technol ogy License Agree-
ment effective June 11, 1992. In this Agreenent, the

U T. Board of Regents granted Pegas a royalty-bearing,
excl usive, worldw de |license to manufacture, to have
manuf actured, and to use and sell photopol yneri zabl e,

bi odegr adabl e hydrogel conpositions for treatnent of
certain human nedical conditions; to practice any nethod,
process or procedure within the patent rights or the
technol ogy rights; and to otherw se exploit the |icensed
subj ect matter throughout the world for use within the
field of treating post-surgical adhesi ons and ot her
fibrosis or scarring conditions. The 1992 Agreenent al so
included terns that are reasonable and customary to a

| i cense agreenent, such as standard | anguage i ndemi fyi ng
the U T. Board of Regents.

On July 15, 1992, Pegas becane Focal, Inc. (“Focal”) and
noved its principal offices to Lexington, Massachusetts.

The 1992 Agreenment was first anmended on July 23, 1993, to
provi de Focal the sole right to file and prosecute
donestic and/or foreign patent applications and nmaintain
any patent that may issue therefrom

Addi ti onal amendnments to the 1992 Agreenent (“Amend-

ment #2") have been revi ewed and approved pursuant to the
Regents’ Rul es and Regul ati ons and under Anendnent #2,
Focal is granted an expanded |license field to include use
of the licensed subject matter for coated nedical devices
in exchange for the follow ng consideration

a. Wthin 10 days after the effective date of
Amendment #2, Focal will pay the U T. Board
of Regents a $30,000 |license fee
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b. Wthin 10 days follow ng the first anniver-
sary of the effective date of Amendnent #2,
Focal wll pay the U T. Board of Regents a
Iicense fee consisting of both:

1. $30, 000 cash, and

2. Shares of Focal Conmon Stock equal in
val ue to $20, 000 based on the average
closing price of Focal Conmon Stock as
reported by NASDAQ

C. Focal will pay the U T. Board of Regents
$30, 000 for each nonexcl usive sublicense it
execut es

d. Focal will pay the U T. Board of Regents
$50, 000 for each exclusive sublicense it
execut es

e. Focal agrees to use reasonabl e conmerci al
efforts to fund or secure commtnents to fund
devel opnent prograns in the coated nedica
device field for amobunts totaling not |ess
t han $400, 000 prior to the second anniversary
of the effective date of Amendnent #2. |If
Focal fails to provide or secure such fund-
ing, Focal’s ongoing rights to the coated
medi cal device field wll be contingent upon
the negotiation of a new |license anmendnent.

No current U T. Austin enployee holds stock in Focal, is
an officer or enployee of Focal, or serves on any
governi ng board of Focal.

U T. Austin: Authorization for Dr. Allen J. Bard to
Continue to Hold Equity in IGEN International, Inc.,

Gai t hersburg, Maryl and. --Upon recomrendati on of the
Academ c Affairs Commttee, approval was given for

Dr. Allen J. Bard, Professor and hol der of the Nornman
Hacker man- Wl ch Regents Chair in Chemstry in the
Department of Chemi stry and Bi ochemi stry at The
University of Texas at Austin, to continue to hold equity
in IGEN International, Inc., Gaithersburg, Maryl and.




Dr. Bard is one of the creators of the foll ow ng
inventions (collectively the “lInventions”):

a. U S. Patent Application No. 051,342 “An
El ectrochem | um nescent Label Based on
Multinmetallic Assenblies,” Bard & Schnehl

b. U S. Patent No. 5,324,457 “Devices and
Met hods For Cenerating El ectrogenerated
Chem | um nescence,” Bard et al.

C. U S. Patent Application No. 417,726
“Devi ces and Methods for Generating
El ect rogenerated Chem | um nescence,” Bard
et al.

d. U S. Patent Application No. 706, 428
“Bi osensor for and Met hod of
El ect rogenerat ed Chem | um nescent
Det ection of Nucleic Acid Absorbed to a
Solid Surface,” Bard et al.

e. U S. Patent Application No. 385, 864
“El ectrogenerated Chem | um nescence Labels for
Anal ysis and/or Referencing,” Bard et al.

f. U S. Patent Application No. 296, 630
“Bi osensor for and Met hod of
El ect rogenerat ed Chem | um nescent
Det ection of Nucleic Acid Absorbed to a
Solid Surface,” Bard et al.

On January 31, 1995, the U T. Board of Regents approved
an agreenent (“the 1995 License Agreenent”) I|icensing

I nventions b. through f. to I GEN International, Inc.
(“I'GEN’), a for-profit corporation wth its principal

pl ace of business in Gaithersburg, Maryland. The

1995 License Agreenent is now being anmended to provide
additional consideration to U. T. Austin in return for
revisions to certain royalty provisions (“First Amendnent
to the 1995 License Agreenent”). Under the First Amend-
ment to the 1995 License Agreenent, U. T. Austin wll
receive an initial royalty of $30,000, and Dr. Bard's

| aboratory will receive an unrestricted grant of $25, 000
to conduct research

Under an agreenent related to Invention a., which is
jointly owned by the U T. Board of Regents and Tul ane
University, U T. Austin recomended the grant of a



license to IGEN with an effective date of Cctober 7, 1997
(“Patent Option and License Agreenent”). The Patent
Option and License Agreenent grants | GEN a license to
manuf acture, have manufactured, use and/or sell licensed
products throughout the world. Also, the U T. Board of
Regents grants I GEN an option to |license exclusively
future technology created in Dr. Bard s | aboratory in the
field of electrochem | um nescent products and servi ces.
Under the Patent Option and License Agreenent, |GEN w ||
pay U. T. Austin an initial royalty of $5,000, an

addi tional royalty of $5,000 upon filing of each new
patent application, and a royalty of $5,000 upon the

al | onance of each patent application. [IGEN w Il also
provi de an unrestricted grant of $70,000 per year for
four years to support Dr. Bard' s research |aboratory.
Pendi ng execution of the Patent Option and License
Agreenment, IGEN is presently prosecuting the |icensed
patent application at its own expense. The License
Agreement includes standard | anguage i ndemmifying the

U T. Board of Regents.

Dr. Bard has been and is currently a consultant and a
menber of 1GEN s Scientific Advisory Board. He owns

61, 250 shares of I GEN and i s negotiating an option
agreenent to purchase an additional 10,000 shares over a
five-year period. Qher than his current role, Dr. Bard
has not held any position with I GEN and he will not serve
as a nmenber of the Board of Directors. Dr. Bard wll
continue to performonly basic research in the area of

el ectrochem | um nescence and plans to publish his research
results. Simlarly, students and postdoctoral fellows
working with Dr. Bard will be free to discuss their work
with others, both within and outside of U T. Austin.

U T. Dallas: Approval for Dr. A Dean Sherry to
Continue to Hold Equity in and Serve as a Menber of the
Board of Directors of Magnetic Resonance Sol utions, Inc.,

Dal | as, Texas.--The Academ c Affairs Commttee recom
mended and t he Board approved the continued hol di ng

of equity in and service as a nenber of the Board of
Directors of Magnetic Resonance Solutions, Inc., Dallas,
Texas, by Dr. A Dean Sherry, Professor, Departnent of
Chem stry, School of Natural Sciences and Mat hematics at
The University of Texas at Dall as.

Dr. A Dean Sherry has created four inventions:

(1) “Pol yazamacrocyclic Conpounds for Conpl exation of
Metal lons,” (2) “Polyazamacrocyclic Conpounds for
Intracel | ul ar Measurenents of Metal lons Using MRI,”
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(3) “Tissue-Specific Chelating Agents for D agnostic and
Therapeutic Applications,” and (4) “Synthesis of Novel
Mol ecul ar Sieves Using a Metal Conplex as Tenpl ate”
(collectively the “lInventions”).

The I nventions will be licensed to Magneti c Resonance
Solutions, Inc. (“MRS’) under a Patent and Technol ogy

Li cense Agreenent. Under this License Agreenent, MRS

is granted a royal ty-bearing, exclusive, worldw de

i cense to manufacture, have manufactured, use and/or
sell the Inventions within the licensed field of nagnetic
resonance imagi ng contrast agents excludi ng magnetic
resonance i magi ng contrast agents that use bifunctional
ligands. MRS will pay the U T. Board of Regents a
running royalty of ten percent (10% of net sal es of

| i censed products. This License Agreenent also includes
standard | anguage i ndemifying the U T. Board of
Regents. MRS, an early stage biotechnol ogy conpany, was
established to devel op novel technol ogies for magnetic
resonance i maging and i s based upon Dr. Sherry’s

I nventions |icensed to DOW Chem cal Conpany of M dl and,
M chi gan (“DOW Chem cal "), and subsequently rel eased

by DOW Chemical to the U T. Board of Regents on

May 23, 1997. MRS will continue to work with DOW

Chem cal which will pay all patent prosecution and

mai nt enance costs, including foreign filings.

Dr. Sherry is currently an equity sharehol der of MRS

and a nenber of the conpany’s Board of Directors. U T.
Dal |l as has determned that a |license to MRS i s appro-
priate as the activities of MRS involve applied research
and the manufacturing of nagnetic resonance i nagi ng
conpounds, whereas Dr. Sherry’s | aboratory at U T.
Dal | as perforns basic research. Further, U T. Dallas
determ ned that there was no conflict of interest since
t he technol ogy has been determ ned to have poor narket -
ability and |icensing potential based upon rel ease of the
initial license to the U T. Board of Regents on

May 23, 1997, after the original Licensee (DOW Chem cal)
had undertaken a | engthy search to find a sublicensee.

U T. Dallas determned that licensing to MRS woul d
potentially be nore profitable for U T. Dallas and the
U T. Board of Regents than returning all rights to the
i nvent or.



10.

11.

U. T. Pan Anerican: Establishnent of the Rio G ande
Val l ey Hi storical Collection Advisory Council.--Approval
was given to establish the Rio G ande Valley Historical
Col I ection Advisory Council at The University of

Texas - Pan Anmerican, pursuant to the Regents' Rul es
and Reqgul ations, Part One, Chapter VII, Section 3,
regardi ng the advisory councils of a conponent
institution.

The Rio Grande Valley Historical Collection was estab-
lished in June 1997 and is the primary | ocation for

U T. Pan Anerican library materials dealing with the
geographic area from Laredo to Corpus Christi, Texas, and
south to Cudad Victoria, Tamaulipas, Mnterrey, Nuevo
Ledén and Saltillo, Coahuila, Mexico. The Collectionis
conprised of secondary materials witten after the fact
based upon research taken froma variety of sources and
primary materials witten at the tinme an event occurred.
Al so included in the Collection are tel ephone books, city
directories, periodicals and newspapers, |and abstracts,
oral and video history tapes, maps, and photographs.

The primary function of the Rio G ande Valley Historical
Col l ection Advisory Council at U T. Pan Anerican wll be
to advi se and make recommendations with regard to the
interests and needs of the Collection including devel op-
ing public and private partnerships, to assist in secur-
ing financial support for the library, to pronote the
positive imge of the library, and to act as an advocate
for the library.

Menbership will be 8-24 nenbers with initial appointnments
serving for one, two, or three-year ternms and all non-
initial appointnments serving three-year terns.

U. T. San Antonio: Authorization to Establish a Doctor
of Phil osophy Degree in Culture, Literacy, and Language
and to Submit the Degree Programto the Coordinating
Board for Approval (Catal og Change).--Authorization was
granted to establish a Doctor of Phil osophy degree in
Culture, Literacy, and Language at The University of
Texas at San Antonio and to submt the proposal to the
Texas Hi gher Education Coordinating Board for review and
appropriate action. Wile the degree programis
consistent wth the Table of Prograns approved by the

U. T. Board of Regents, the Table of Prograns approved by
t he Texas Hi gher Education Coordinating Board for U T.
San Antonio will require amendnent.




The Doctor of Phil osophy degree in Culture, Literacy,
and Language at U. T. San Antonio focuses on the social,
| i ngui stic, and cultural factors which affect |anguage
proficiency and literacy. The programdraws on work in

ant hr opol ogy, biliteracy, education, linguistics, politi-
cal science, public adm nistration, psychol ogy, and soci -
ol ogy that bears on the cultural, linguistic, political,

and social contexts of literacy. Course work wll
address a host of issues such as | anguage devel opnent

in a bilingual and nmulticultural context and its con-
sequences for literacy; factors affecting academ c

| anguage proficiency; |anguage policies needed to pronote
the i nprovenent of educational outcomes for |inguistic
mnorities; effective nethods for preparing teachers for
|l inguistically and culturally diverse schools; policies
needed to address the system c shortage of such teachers;
the creation of educational environnents that enhance

| anguage and |iteracy devel opnent for all cultural
groups; and the relationship of attitudinal factors to

t he devel opnent of literacy and | anguage proficiency.

The programwi || be adm nistered by the Director of

the Division of Bicultural-Bilingual Studies under

t he supervision of the Dean of the Coll ege of Soci al

and Behavi oral Sciences and in collaboration with the
Doctoral Studies Committee at U T. San Antonio. M ninmum
requi renents for the degree are a satisfactory doctoral

di ssertation and 45 student credit hours of regular

formal course work beyond the master’s |evel, including
three hours of seminar, 12 hours of research nmet hods, and
ni ne hours of core courses. |In addition, students in

consultation with their academ c advisor and the G aduate
Advisor, will select 12 senester credit hours in a
coherent interdisciplinary area of study selected from
the Bicultural-Bilingual Studies and rel ated graduate
prograns such as Ant hropol ogy, Business, Educati on,

Hi story, Linguistics, Political Science, Psychol ogy,
Public Adm ni stration, Sociol ogy, and Spani sh.

Fifteen tenure-track faculty nenbers, whose doctoral
degrees were earned from 12 different universities, wll
have the primary responsibility for offering the program
An additional 25 supporting faculty who have rel ated
research interests will be available to serve on

di ssertation commttees. Several of the program and
support faculty have received external funding, and many
have recently published related articles in recognized
scholarly journals.



Over the first five years of the program the University

will add five additional faculty and one staff assistant
at an estimated annual cost of $400,000. Approximately
$300,000 will conme fromthe formul a-based state appro-

priation, with the balance com ng from new externa
research funding and internally reallocated institutional
f unds.

Upon approval by the Coordinating Board, the next
appropriate catal og published at U T. San Antonio w ||
be anmended to reflect this action.

| NFORVATI ONAL REPORTS

1.

U T. San Antonio: Report on Appointnent of an Advisory
Commttee for the Selection of a Chief Admi nistrative
Oficer (President).--Chairman Evans reported that an
Advi sory Committee for the Selection of a Chief

Adm nistrative Oficer (President) at The University of
Texas at San Antonio was in the process of being

appoi nted and the nenbership of the Commttee wll be
reported for the record at a future neeting of the Board.

U T. System Report on the Status of Readi ng-Rel ated
Preparation Activities in Teacher Certification
Prograns.--As a followup to the readi ng prograns presen-
tation to the U T. Board of Regents at the May 1998
nmeeting, Chancellor Cunni nghamreported on the appoint-
ment of a steering commttee for The University of Texas
System Reading Initiative, the extent to which reading-
related research at U T. System conmponent institutions
is being incorporated into the training of future
teachers, the devel opnent of a Systemw de standard for
readi ng preparation prograns, and plans for a System
sponsored conference for all U T. Systemreading faculty
and researchers.

In sunmmari zing the inportance of the reading initiative
program Chancel | or Cunni ngham poi nted out the foll ow ng:

. Research shows that failure to naster reading in
the early grades is a very strong predictor of sub-
sequent academ c difficulty.



a. One study shows that children with word
recognition problens in Gade 1 usually have
significant reading problens in G ade 4.

b. O her studies show that intervention in
ki ndergarten and Grade 1 prevents reading
probl ens in many chil dren.

C. A second study shows that 74% who were poor
readers in Gade 3 were still poor readers in
G ade 9.

d. 36% of the entering college freshnmen failed the

readi ng part of the Texas Academi c Skills
Program ( TASP) .

. Ef fective teaching of reading to young Texans is of
critical long-terminportance.

. U T. System conponent institutions prepare between
1,500 and 2,000 new el enentary teachers each year
Bet ween one-third and one-half of those will teach
begi nni ng reading in kindergarten, Grade 1 or
G ade 2.

. VWil e preparing slightly I ess than one-third of the
state’s new teachers, U T. Systemhas a state
| eadership responsibility, which is greater than
this nunber may suggest.

In reviewng the plans for a System sponsored conference
for all U T. Systemreading faculty and researchers,
Chancel | or Cunni ngham enphasi zed the foll ow ng points:

. On Septenber 18-19, 1998, the U T. Systemwl|
bring together nost of the nore than 100 faculty who
prepare teachers to teach reading. These faculty

menbers will review their reading courses in the
context of the latest research in the teaching of
r eadi ng.

. The Septenber Readi ng Faculty Conference will be
built around two recent reports fromcomittees of
the National Research Council (NRC). Both
commttees included faculty fromU. T. System
conponent s.



Conferees will hear a keynote presentation from NRC

commttee nenber Dr. C aude CGol denberg and will hear
ot her panels of experts sunmarize current research
findings. They will discuss with panelists, and

each other, ways to inprove their courses.

Readi ng professionals have frequently debated the
nmerits of whol e | anguage versus phonics as
approaches to teaching beginning readers. This
conference will focus on teaching howto identify
when to use each approach, how to assess the needs
of individual children, and how to prescribe
prevention, intervention and renedi ati on prograns
appropriate to the assessnent.

Conferees will also discuss the sonewhat |limted
research on learning to read standard English when
the student’s oral |anguage is other than English.

In reviewing reading initiatives at the U T. System
conponent institutions, Dr. Cunni ngham highlighted the
fol | ow ng:

Most teacher training is now field-based. College
cl asses are taught on the canpuses of cooperating
public schools where coll ege students can practice
and observe public school teachers and students
before starting practice teaching.

U T. Austin is honme for the Texas Center for
Readi ng and Language Arts, which hel ps the Texas
Educati on Agency (TEA) inplenment the Texas Essenti al
Know edge and Skills (TEKS) curricul um gui del i nes.

U T. Brownsville is working with U T. Dallas to
provi de 48 reading tutors to the Brownsville

| ndependent School District. They are also
conducting research on the effectiveness of such
tutoring prograns.

U T. El Paso is working with the El Paso Col | abor a-
tive for Academ c Excellence to establish appro-
priate standards of literacy for bilingual students.



U T. Pan Anerican is also working on a range of
i ssues associated with developing literacy in two
| anguages.

All of the conponents have other simlar projects
and initiatives to inprove the teaching of read-
ing. (A nore conplete report is in Chancellor
Cunni nghani s handout entitled “Program Hi ghlights,
El enentary Teacher Training in Reading,” a copy of

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

In reference to supporting teachers in the field,
Chancel | or Cunni ngham poi nted out the follow ng:

Each year U T. System conponents prepare fewer than
1,000 new teachers for the early elenentary grades.

Texas school s enpl oy over 40,000 teachers in kinder-
garten, Grade 1 and Grade 2 to teach over one
mllion young children.

To train these 40,000 teachers in 1,000 school
districts to use the Texas Primary Readi ng | nven-
tory (TPRI) devel oped by the U T. Health Science
Center — Houston, the U T. Systemis asking the
Tel econmuni cations Infrastructure Fund (TIF) Board
to fund a nmultinmedi a devel opnent project.

The project would create, for w despread distribu-
tion, videotapes for group training, CDRons for

i ndi vi dual skill devel opment, and interactive web-
based material to address specific problens at an
estimated cost of $240,000 and with an estinmated
production time of three nonths.

Probabl e adoption — a very significant percentage,
since the only way to neet the requirenents of House
Bill 107 is to use multiple assessnent instrunents
of the TPRI.

The U. T. Health Science Center - Houston group is
working closely with U T. Austin and TEA on this
i nportant project.
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REPORT AND RECOMVENDATI ONS OF THE HEALTH AFFAI RS COW TTEE
(Pages 75 - 81).--Commttee Chairman Loeffler reported that
the Health Affairs Conmttee had net in open session to
consider those matters on its agenda and to fornmul ate
recommendations for the U T. Board of Regents. Unless

ot herw se indicated, the actions set forth in the Mnute
Orders which follow were reconmended by the Health Affairs
Comm ttee and approved in open session and w thout objection
by the U. T. Board of Regents:

1. U T. System- Lower R o Gande Vall ey Regi onal Academ c
Health Center (RAHC): Recomendations of Kal udis
Consulting Goup, Inc., Washington, D. C., Regarding the
Approval for Site Selection; Assignnment of Oversight and
Operation of RAHCto the U T. Health Science Center -
San Antoni o; and Authorization to Enter into Negotiations

with Kaludis Consulting Group, Inc., Unless a Better
Ofer is Received, for Renewal, Amendnent and/or
Extensi on of Contract for Services Related to Site

Sel ection for RAHC. --Committee Chairman Loeffler reported
that Senate Bill 606, 75th Texas Legi sl ature, authorized
t he establishment of the Regional Academ c Health Cen-
ter (RAHC) and aut horized The University of Texas System
to operate the new center in the Lower Rio G ande Valley
with the actual site selection to be determ ned by the

U T. Board of Regents.

The U T. Board of Regents hired Kaludis Consulting

G oup, Inc., Washington, D. C., to conduct the process to
select the best site for the RAHC. An official request
for site proposals was issued on January 5, 1998, wth
responses due on July 2, 1998.

One response to the official request for site proposals
for the U T. System Lower R o G ande Vall ey RAHC was
received fromthe Lower Rio Gande Vall ey Academ c Health
Cent er Foundation, Inc.

M. Loeffler noted that the Board had heard a report
and recomrendati ons regarding the RAHC from Kal udi s
Consul ting Goup in Executive Session yesterday
(August 12) and called on Chairman Evans for conments.



Chai rman Evans nmade the following statenent related to the
RAHC:

St at enent by Chai rman Evans

I n our Executive Session yesterday, the Board of
Regents heard a report from Kal udis Consul ting

G oup analyzing the proposal fromthe Lower R0
Grande Vall ey Academ c Health Center Foundati on
and the three site options that were submtted as

part of the overall proposal. This report will be
extrenely hel pful to the Board as we continue to
examne this issue. | wish to express the Board s

appreciation for the outstanding work by Kal udis.

| also wish to express our gratitude to the
Foundation and to all the cities and ot her
entities that have worked with the Foundation on
their very professional and inpressive proposal.

The Board is conmtted to naking the RAHC a
stellar success in providing health educati on and
health care in this dynam c and grow ng regi on of
Texas. Qur decision on a site for the RAHC nust
be in the best interests of the Valley and the
State of Texas not only for today but also for the
generations of Texans to cone. This is a
critically inportant decision. In its seriousness
and its far-reaching inpact on Texas, this site
sel ection can be conpared to a deci si on about
where to | ocate a new university canpus.

Clearly, this is a decision that nust be based on
a very carefully considered judgnent of the |ong-
terminterests of the people of Texas. On the one
hand, we certainly want to nove forward with the
project as quickly as possible. On the other

hand, we nust make sure that we plan the project
appropriately and that at each step we make a w se
deci si on.

In order to ensure that our decision on a site is
the right one, | believe further deliberation is
advi sable. By deferring the site selection, we
will have nore tine to digest the extensive



i nformation provided by Kaludis, to review
with great care the proposal and site
options, and to seek additional information
as needed.

| am aski ng Regent Sanchez to represent the
Board in this inportant phase of the process.
In this capacity, he will work with

Chai rman Loeffl er and other nmenbers of the
Health Affairs Commttee to consult further
with U T. Systemofficials and will seek to
meet in the near future with each of the
three cities that has put forward a site
proposal. An inportant objective of these
nmeetings will be to clarify various aspects
of the site proposals and to explore the
possibility of additional resources that may
be available in order to ensure that the RAHC
IS a success.

As the proposals are being considered
further, it is inmportant that all interested
parti es have a thorough understandi ng not
only of the short-term benefits of
establishing a regional academ c health
center but also of the long-terminplications
and benefits of the RAHC for the citizens of
Texas and the Lower R o G ande Vall ey.

W will nove forward with this review
expeditiously but also very carefully.

woul d expect that we will make a deci sion on
the site at the Novenber 11-12 neeting of the
Board, but the nobst inportant consideration
is that we take whatever amount of time is
necessary in order to nake the right

deci si on.

Fol | owi ng Chai rman Evans’ statenent, Regent Sanchez noved
that The University of Texas Health Science Center at

San Antoni o be assigned the responsibility for oversight
and operation of the Lower Rio G ande Vall ey Regi onal
Academi c Health Center.

Regent Sanchez further noved that the Vice Chancell or and
General Counsel, Executive Vice Chancellor for Business
Affairs and Executive Vice Chancellor for Health Affairs
be authorized to: (a) prepare, file and publish al
necessary notices, information and docunents rel ated

to the renewal, anendnent and/or extension of that
certain contract for services by and between Kal udi s
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Consulting Goup and the U. T. Systemrelated to the
selection of the site for the Regional Academ c Health
Center in the Lower Rio Gande Vall ey as authorized by
Senate Bill 606, codified as Texas Education Code,
Sections 74.611 - 74.615, (b) seek all necessary
approvals and findings of fact related to the renewal,
anendnent and/ or extension of such contract for services,
and (c) unless a better offer (as determned by the U T.
Systen) is received, enter into negotiations with Kaludis
Consulting Goup for the renewal, amendnent and/or
extension of the contract.

Regent Loeffl er seconded the notions which prevailed
W t hout obj ecti on.

See related itemon Page 3 .

U T. MD. Anderson Cancer Center: Establishnment of the
Virginia Harris Cockrell Cancer Research Center at the

U T. MD. Anderson Science Park - Research Division.--0On
behal f of The University of Texas M D. Anderson Cancer
Center, the Board approved the establishnent of the
Virginia Harris Cockrell Cancer Research Center at the

U T. MD. Anderson Science Park - Research Division

| ocated in Smthville, Texas, in recognition of a

$5 million gift fromthe Cockrell Foundation, Houston,
Texas. This Research Center will enconpass a w de
vari ety of research prograns that will be conducted

t hroughout the entire U T. MD. Anderson Science Park
canpus.

A $5 million gift fromthe Cockrell Foundation, which
was accepted by the U T. Board of Regents at the

May 1998 neeting, was given to U T. MD. Anderson

Sci ence Park in honor of the late Virginia Harris
Cockrell. This is the largest single gift presented

to the Science Park - Research Division and establishes
an endownent to fund innovative pilot research
initiatives, specialized equi pnent purchases, educational
prograns, and various comunity outreach projects.

U T. MD. Anderson Cancer Center: Approval for

Victor A, Levin, MD., and Dr. Raynond J. Budde to
Continue to Hold Equity in and Serve as Menbers of the
Board of Directors of Signase, Inc., Houston, Texas.--The
Board, on behalf of The University of Texas M D. Anderson
Cancer Center, approved the continued holding of equity
in and service as nenbers of the Board of Directors of
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Si gnase, Inc., Houston, Texas, by Victor A Levin, MD.,
Prof essor, and Dr. Raynond J. Budde, Associ ate Professor,
both in the Departnent of Neuro-Oncology at the U T.

M D. Anderson Cancer Center.

Drs. Levin and Budde have created three inventions which
will be licensed to Signase, Inc. ("“Signase”) under a
Pat ent and Technol ogy License Agreenent. Under this

Li cense Agreenent, Signase is granted a royalty-bearing,
exclusive license under licensed subject matter to use,

devel op, sublicense and/or sell |icensed products

t hroughout the world for use in the field of inhibitors
of protein kinases. Signase will pay the U T. Board of
Regent s:

a. A ten thousand dollar ($10,000.00) |icense
fee payable within thirty (30) days after
Sept enber 1, 1998;

b. A running royalty equal to four percent (4%
of Signase’s net sales of |icensed products
where the licensed subject matter is covered
by one (1) or nore issued patents or pending
pat ent applications; and

C. Two percent (2% of Signase’ s net sal es of
| i censed products where the |icensed subject
matter is not covered by one (1) or nore
i ssued patents or pending patent
appl i cations.

The License Agreenent provides for reinbursenent to U T.
M D. Anderson Cancer Center of all patent expenses
incurred to date and all future patent expenses.
Additionally, it includes standard | anguage i ndemi fying
the U T. Board of Regents.

Drs. Levin and Budde are currently equity shareholders in
Si gnase and are serving on its Board of Directors. U T.
M D. Anderson Cancer Center has determ ned that a |icense
to Sighase is appropriate. The activities of Signase

i nvol ve applied research, while Drs. Levin and Budde
perform basic research at U T. MD. Anderson Cancer
Center. Additionally, both Drs. Levin and Budde have
agreed not to hold any office nor serve as a nenber of
the Board of Directors of Signase if such service woul d
conflict with their commtnents to or the interests of
the U T. MD. Anderson Cancer Center.



4.

U T. Health Center - Tyler: Approval for

Dr. Cathy H Wi to Acquire Equity in and to Serve as a
Menber of the Scientific Advisory Board of D Trends,
Inc., San Ranon, California.--Upon reconmendation of

the Health Affairs Commttee, the Board approved the
acquisition of equity in and service as a nmenber of the
Scientific Advisory Board of D Trends, Inc. (“D Trends”),
San Ranon, California, by Dr. Cathy H W, Associate
Prof essor, Departnment of Epidem ol ogy/ Bi omat hematics at
The University of Texas Health Center at Tyl er.

The U T. Health Center - Tyler entered into a Software
Li cense Agreenent with D Trends, which is a bioinfor-
matics corporation, effective Novenber 3, 1997. The
Agreenent granted D Trends a royal ty-bearing,
nonexcl usi ve, nontransferabl e, and nonassi gnabl e three-
year worl|l dw de |icense under software created at the

U T. Health Center - Tyler by Dr. Cathy H W relating
to the GeneFind (Gene Fam |y ldentification Network
Design) software programand its associ ated ProC ass
protein fam |y database.

Dr. Wi requested approval fromthe U T. Board of
Regents to serve on D Trends’ Scientific Advisory Board
i n exchange for options for 2,000 shares of stock.

The U T. Health Center - Tyler has determ ned that no
conflict of interest exists between Dr. WI's academ c
and research responsibilities to the U T. Health

Center - Tyler and her responsibilities as a scientific
advisor to D Trends. The activities of D Trends involve
applied research and product devel opnent, and Dr. WI's

| aborat ory perforns basic research and al gorithm design.
To mnimze the chance of a potential conflict devel oping
into a full conflict, Dr. Wi will seek review and
approval for her research projects for or with support
fromD Trends fromthe offices of the U T. Health
Center - Tyler Associate Director for Research and the
Di rector of Sponsored Prograns.

| NFORVATI ONAL REPORT

U T. MD. Anderson Cancer Center: Presentati on on Cancer

Prevention.--At the request of Conmttee Chairman Loeffler,

Presi dent Mendel sohn introduced the presentation related to
cancer prevention by noting that The University of Texas M D.
Ander son Cancer Center is dedicated to furthering the science
and application of cancer prevention through nultidisciplinary
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prograns in research, service, and education. Wth the aid of
slides, Dr. Mendel sohn briefly outlined the breakthroughs in
cancer diagnosis and treatnent and then introduced four
officials fromthe U T. MD. Anderson Cancer Center who
focused on the topics as noted bel ow

a. G owh of Qur Division: Prevention Center,
Learning Center Ri sk Assessnent and Ri sk
Reducti on; Mol ecul ar Epi dem ol ogy by Bernard
Levin, MD., Vice President for Cancer Prevention

b. Breast Cancer Prevention Trial by Scott M
Li ppman, M D., Chairnman, Departnent of C i nical
Cancer Prevention

C. Snmoki ng Cessation; Tobacco Control by Ellen R
Gitz, Ph.D., Chairman, Departnent of Behavioral
Sci ence

d. Chenoprevention of Head and Neck Cancer by Waun Ki
Hong, M D., Chairman, Departnment of Thoracic and
Head and Neck Medi cal Oncol ogy.

Presi dent Mendel sohn distributed to the Board two handouts
related to cancer prevention and a copy of those handouts is
on file in the Ofice of the Board of Regents.

At the conclusion of the presentation, Chairman Evans thanked
Presi dent Mendel sohn for his | eadership and conmended t he
institution for its mssion to elimnate cancer and allied

di seases as significant health problens throughout Texas, the
nation, and the world by devel oping quality prograns in
patient care, research, education and prevention.
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REPORT AND RECOMVENDATI ONS OF THE FACI LI TI ES PLANNI NG AND
CONSTRUCTI ON COWMWM TTEE (Pages 82 - 108).--Comm ttee Chairman
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. Board of Regents - Regents' Rules and Regul ati ons,

Part One: Anendnents to Chapter VIII, Section 1 (Nam ng

of Buildings and Other Facilities).--Upon recommendati on
of the Facilities Planning and Construction Committee,
t he Board anended the Regents' Rules and Regul ati ons,

Part One, Chapter VIII, Section 1, regardi ng nam ng of
bui l di ngs and other facilities, to read as set forth
bel ow:

Sec. 1. Honori fi c Nam ngs.

1.1 The nam ng of buildings; other ngjor
facilities, such as wi ngs of buildings, major
conponents of buildings, large auditoria,
concert halls, atriumnms, prom nent outdoor
spaces, and clinics; and other major entities,
such as col | eges, schools, academ c
departnents, and nmj or academ c centers,
prograns and institutes of the U T. System and
its conponent institutions, whether for an
i ndi vidual or with a functional or historical
designation, is the prerogative and
responsibility of the Board of Regents and can
be initiated by the Board when circunstances
warrant. Wen recommendations for nam ng of
buil di ngs or other major facilities or entities
originate at other than the | evel of the Board,
such recommendati ons shall be forwarded to the
Board of Regents with reconmendati ons of the
Chancel | or, the Executive Vice Chancellor for
Health Affairs or the Vice Chancellor for
Academ c Affairs, the Vice Chancellor for
Devel opnent and External Relations, and the
chief adm nistrative officer, acconpani ed by
reasons for the recommendation, and foll ow ng
canmpus consul tations where appropriate.
Recommendati ons for nam ng of buil dings or
major facilities or entities require Board
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1.

1.

1.

1.

2

3

4

5

of Regents' approval via the agenda. For |ess
prom nent facilities such as | aboratories,

cl assroons, sem nar roons, and patient roons
or for less prom nent acadenm c centers,
progranms, and institutes, namng authority is
del egated to each conponent chi ef

adm ni strative officer based on a set of
general guidelines which are reviewed and
approved by the Chancellor. An annual report
of such namngs wll be included with the
annual operating budget submnm ssion or updated
Capital | nprovenent Program

Facilities and other entities may be nanmed to
menori alize or otherw se recogni ze substantia
gifts and significant donors or individuals
desi gnat ed by donors. Such designation nmay be
for a single gift, nultiple gifts over tine,

or for a conmbination of gifts and ot her
contributions. Buildings and other entities
may al so be naned for individuals who have
made exenplary or neritorious contributions to
the System conponent institution, or society.

Each conponent institution will devel op

gui delines for what constitutes substantia
and significant donations to warrant a nam ng.
These gui delines may vary from canpus to
canmpus and sonetinmes within a canpus dependent
upon the nature and purpose of the facility or
entity or other factors. Institutional donor
gui delines are subject to prior admnistrative
revi ew and approval procedures for inclusion
in the institutional Handbook of Operating
Procedures. Exceptions to any approved

gui del i nes are subject to the sane approval
process.

Nam ngs in honor of canpus adm nistrative
officials, faculty, or staff or elected or
appoi nted public officials shall normally
occur only after the canpus enpl oynent or
publ i c service has concl uded.

When the nam ng of buildings or other mgjor
facilities or entities is contenpl ated as
part of a special private-fund devel opnent
canpai gn, that canpaign, the proposed nani ng,
and the associated private-fund contributions
to be sought shall have prior approval of the
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chief adm nistrative officer, the Executive

Vi ce Chancellor for Health Affairs or the Vice
Chancel |l or for Acadenmic Affairs, the Vice
Chancel | or for Devel opnent and Externa

Rel ati ons, the Chancellor, and the Board as
required in Part One, Chapter VII, Section 2,
Subdi vi sion 2.44 of the Regents' Rules and
Regul ati ons.

1.6 The Chancellor will arrange for the Board of
Regents to be briefed periodically by
conponent chief adm nistrative officers and
System adm ni strative officials via the annua
budget process or other appropriate forum
regardi ng buildings or other major facilities
or entities to be naned and the private-fund
contributions to be sought. Unexpected nan ng
opportunities not covered in such briefings
shoul d be reviewed with the Board via regul ar
Board of Regents' briefings. No conm tnent
regardi ng the nam ng of a building or mjor
facility or entity is to be nmade prior to the
briefings and approvals required by this
Secti on.

These anmendnents to the Regents' Rules and Regul ati ons
clarify and distinguish procedures for the nam ng of
major facilities and entities such as buil dings,

col | eges/ school s, and di stingui sh prom nent academn c
prograns, centers, and institutes fromthe del egated
approval for the nam ng of |ess promnent facilities
and entities.

U T. Austin: Authorization to Name the Fine Arts

Li brary and Adm nistration Building as the E. WIlliam
Doty Fine Arts Building (Regents’ Rules and Regul ati ons,
Part One, Chapter VIII, Section 1, Nam ng of Buil dings
and O her Facilities).--The Board, upon recomendati on
of the Facilities Planning and Construction Committee,
approved the naming of the Fine Arts Library and Adm n-
istration Building at The University of Texas at Austin
as the EE Wlliam Doty Fine Arts Building in honor of
Dr. EE WIlliamDoty, former Dean of the College of Fine
Arts.




Dr. EE WIlliam Doty was naned Dean of the Col |l ege of
Fine Arts at U T. Austin in 1938, the year the Coll ege
was founded. During his 34 years as Dean, he brought
distinction to the Coll ege through his professional
affiliations with other fine arts prograns and
educational institutions throughout the country.

Comm ttee Chairman Cl enents noted that nam ng the Fine
Arts Library and Adm nistration Building in Dr. Doty’s
honor is a tribute to his | eadership and comenorates his
out standi ng contributions to the College of Fine Arts.

U T. Austin - Lower Existing Football Field (Project
No. 102-865): Approval of Design Devel opnent Pl ans;
Approval of Total Project Cost; Appropriation of Funds
and Aut hori zation of Expenditure; and Approval of Use of

Revenue Financing System Parity Debt, Receipt of Parity
Debt Certificate, and Finding of Fact with Regard to

Fi nanci al Capacity.--Followng a brief overview by Presi -
dent Faul kner, M. M chael A Holleman, representing the
Project Architect, Heery International, Inc., Atlanta,
Georgi a, presented the design devel opnent plans for the
Lower Existing Football Field project at The University
of Texas at Austin to the Facilities Planning and Con-
struction Conm ttee.

Based on this presentation and upon recomendati on of
the Facilities Planning and Construction Conmttee, the
Boar d:

a. Approved desi gn devel opnent plans for the
Lower Existing Football Field project at
U T. Austin

b. Approved a total project cost of $3,200, 000

C. Appropriated funds and authorized expenditure
of $2,700,000 from Revenue Financing System
Bond Proceeds and $500, 000 from Auxiliary
Enterprise Bal ances for total project
f undi ng.

Foll owi ng a presentation by Ms. Pam O ayton, Assistant
Vi ce Chancellor for Finance for The University of Texas
System related to the qualifications of this project
for the U T. System Revenue Financing Systemand in
conpliance with Section 5 of the Arended and Restated
Mast er



Resol uti on Establishing The University of Texas System
Revenue Fi nancing System (the “Master Resol ution”)
adopted by the U T. Board of Regents on

February 14, 1991, and anended on Cctober 8, 1993, and
August 14, 1997, and upon delivery of the Certificate of
an Aut horized Representative as set out on Page 88 , the
Board resol ved that:

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

b. Sufficient funds will be available to
neet the financial obligations of the
U T. System including sufficient
Pl edged Revenues as defined in the Master
Resolution to satisfy the Annual Debt
Servi ce Requirenents of the Financing
System and to neet all financial obli-
gations of the U T. Board of Regents
relating to the Financing System

C. U T. Austin, which is a “Menber” as such
termis used in the Master Resol ution
possesses the financial capacity to
satisfy its direct obligation as defined
in the Master Resolution relating to the
i ssuance by the U T. Board of Regents
of tax-exenpt Parity Debt in the anount
of $2, 700, 000

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

The Lower Existing Football Field project at U T. Austin
is the seventh and last in a series of projects for the
renovati on and expansion of intercollegiate athletic
activities at U T. Austin approved by the U T. Board

of Regents in February 1996. The scope of work includes
| owering of the existing playing field in the Darrell K
Royal - Texas Menorial Stadiumand the addition of

approxi mately 1,425 sideline seats along the east and
west grandstands. The lowering of the field by up to
eight feet wll inprove the sight lines for the first

10 to 15 rows of seats and will displace the existing
running track. Conpletion of this project in August 1999



coincides with the finishing of the new Mke A Mers
Track, the Mke A Myers Stadium and Soccer Field, and
Parking Facility.

The debt is to be repaid fromexisting and additi onal
recei pts collected by the Departnment of Intercollegiate
Athletics for Men. The additional receipts will consist
of ticket revenues derived from approxi mtely 1,425 new
sideline seats; ticket surcharges for football,
basketbal |, and baseball events; and | ease revenues from
stadi um sui tes.

The Lower Existing Football Field project at U T. Austin
is included in the FY 1998-2003 Capital | nprovenent
Program and the FY 1998 and FY 1999 Capital Budget at a
prelimnary project cost of $2,500, 000.

Approval of this item anmends the FY 1998-2003 Capital

| mprovenent Program and the FY 1998 and FY 1999 Capit al
Budget to establish a total project cost of $3,200, 000,
with $2, 700,000 from Revenue Financi ng System Bond
Proceeds and $500, 000 from Auxiliary Enterprise Bal ances.



PARI TY DEBT CERTIFICATE O U T. SYSTEM REPRESENTATI VE

I, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Amended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System (the
“"Master Resolution"), adopted by the U T. Board of Regents
("Board") on February 14, 1991, and anended on

Cctober 8, 1993, and August 14, 1997, do hereby execute this
certificate for the benefit of the Board pursuant to

Section S¢a)(ii) of the Master Resolution in connection wth
the authorization by the Board to issue "Parity Debt" to
finance the construction cost of the Lower Existing Football
Field project at U T. Austin, and do certify that to the best
of my know edge, the Board is in conpliance with and not in
defaul t of an% terms, provisions, and conditions in the Mster
Resolution, the First Supplenental Resolution Establishing the
Revenue Financing System Commercial Paper Program ("First
Suppl enental "), the Second Supplenmental Resolution, the Third
Suppl emental  Resolution, the Fourth Supplenental Resolution,
the Fifth Supplenental Resolution, and the Sixth Supplenental
Resol uti on.

EXECUTED this_/0 day. of %llcé{,{ . 1998
Assi stant Vice éhancel for Finance
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4.

U T. Pan Anerican: Authorization to Redesignate the
Sci ence Conpl ex Renovation Project as the Health Sciences

and Human Services West Project.--In order to distinguish
t he Sci ence Conpl ex Renovation project at The University
of Texas - Pan Anerican fromthe new Science Buil ding

and better convey the determ ned use of the building,
approval was given to redesignate the Science Conpl ex
Renovati on project as the Health Sciences and Human

Servi ces West project.

Approval of this item anends the FY 1998-2003 Capit al

| nprovenent Program and the FY 1998 and FY 1999 Capital
Budget to redesignate the Science Conplex Renovation
project as the Health Sciences and Hunan Servi ces West
proj ect.

U T. Southwestern Medical Center - Dallas - North Canpus

Expansi on - Phase Il Finish Qut (Project No. 303-954):
Approval of Design Devel opnent Pl ans; Approval of Total
Project Cost; Appropriation of Funds and Aut hori zation
of Expenditure; and Approval of Use of Revenue Fi nancing

System Parity Debt, Receipt of Parity Debt Certificate,
and Finding of Fact wwth Regard to Financial Capacity.--
Upon reconmmendation of the Facilities Planning and
Construction Commttee, the Board:

a. Approved desi gn devel opnent plans for the
Nort h Campus Expansion - Phase IIl Finish
Qut at The University of Texas Sout hwestern
Medi cal Center at Dall as

b. Approved a total project cost of $28, 000, 000

C. Appropriated funds and authorized expenditure
of $21, 000, 000 from Revenue Fi nanci ng System
Bond Proceeds and $7, 000, 000 from Tuition
Revenue Bonds.

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 (the “Master Resol ution”)
adopted by the U T. Board of Regents on

February 14, 1991, and anended on Cctober 8, 1993, and



August 14, 1997,

and upon delivery of the Certificate of

an Aut horized Representative as set out on Page 92 , the
Board resol ved that:

a.

Bui Il ding “NC' (designated as The Seay Bi onedi cal

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

Sufficient funds will be available to
neet the financial obligations of the

U T. System including sufficient

Pl edged Revenues as defined in the Master
Resolution to satisfy the Annual Debt
Servi ce Requirenments of the Financing
System and to neet all financial obli-
gations of the U T. Board of Regents
relating to the Financing System

U T. Southwestern Medical Center -
Dal l as, which is a “Menber” as such term
is used in the Master Resol ution,
possesses the financial capacity to
satisfy its direct obligation as defined
in the Master Resolution relating to the
i ssuance by the U T. Board of Regents of
tax-exenpt Parity Debt in the anmount of
$21, 000,000. U. T. 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

i ssuance by the U T. Board of Regents of
tax-exenpt Parity Debt in the anount

of $7, 000, 000

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

by the U. T. Board of Regents in February 1998)

third maj or

of U T. Southwestern Medical Center - Dall as.

bui l ding structure and enclosure w ||

Bui | di ng
is the

new construction project at the North Canpus

The

be conpleted in

Novenber 1999. The North Canmpus Phase 111 Finish Qut
project includes the second, third, fourth, seventh, and



eighth floors of Building “NC and wi || provide
approxi mately 157,000 gross square feet of bionedical
research, graduate school, and clinical care facilities.

The Cancer Center and Breast Center will be housed on the
second and third floors and will provide clinical
treatment centers as well as research facilities. The
Cancer Center includes nedical oncol ogy, chenotherapy,
urol ogy functions, clinical research offices, genetics
suite, medical records, and adm nistrative offices. The
Breast Center includes an anbul atory surgery center, bone
marrow suite, and | aboratory.

The Ani mal Resource Center will be located on the fourth
floor and will interact with the existing aninal resource
functions located on the third floor of Building “NA
(desi gnated as the Nancy B. and Jake L. Hanon Bi onedi ca
Research Building by the U T. Board of Regents in

May 1995) and Building “NB” (designated as the Simmons

Bi onedi cal Research Building by the U. T. Board of
Regents in June 1991). The seventh and eighth floors
wi | | house generic bionedical |aboratories and

adm ni strative offices.

The North Canpus Expansion - Phase IIl Finish Qut project
at U T. Southwestern Medical Center - Dallas is included
in the FY 1998-2003 Capital |nprovenent Program and the
FY 1998 and FY 1999 Capital Budget at a prelimnary

proj ect cost of $28, 000, 000.



PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

1, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Amended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System (the
*Master Resolution"), adopted by the U T. Board of Regents
(‘Board") on February 14, 1991, and anended on

Cctober 8, 1993, and August 14, 1997, do hereby execute this
certificate for the benefit of the Board pursuant to

Section S(a) (ii) of the Mster Resolution in connection wth
the authorization by the Board to issue "Parity Debt" to
finance the construction cost of the North Canpus Expansion -
Phase IIl Finish Qut at U T. Southwestern Medical nter -
Dal las, and do certify that to the best of ny know edge, the
Board is in conpliance with and not in default of any terns,
provisions, and conditions in the Mster Resolution, the First
Suppl enental Resolution Establishing the Revenue Financing
System Commercial Paper Program ("First Supplenmental”), the
Second Supplenental Resolution, the Third Supplenental
Resolution; the Fourth Supplenmental Resolution, the Fifth
Suppl emental Resolution, and the Sixth Supplenental

Resol uti on.

EXECUTED this_/0_day of % , 1998
?@mﬂﬁa 1. Lo

Assistant Vice Chanceléjr for Finance
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6.

U T. Medical Branch - Galveston - Chilled Water
Distribution and Generati on Phase | and Thermal Energy
Pl ant Upgrade: Redesignation of Project as the Uilities

Systens Upgrade; |ncorporation of the Thernmal Energy
Pl ant Upgrade into Project; Approval of Total Project
Cost; and Appropriation of Funds.--The Board, upon
recommendation of the Facilities Planning and
Construction Comm ttee:

a. Redesi gnated the Chilled Water Distribution
and Ceneration Phase | project at The
University of Texas Medical Branch at
Gal veston as the Uilities Systens Upgrade

b. | ncorporated the Thermal Energy Pl ant Upgrade
project into the Utilities Systens Upgrade
project at the U T. Medical Branch -

Gal vest on

C. Approved a total project cost of $12, 700, 000

d. Appropriated funds of $2,500,000 from
Hospi tal Revenues and $6, 200, 000 from UWility
Revenues whi ch, when conbined with previous
appropriations of $2,000,000 from Pernanent
Uni versity Fund Bond Proceeds and $2, 000, 000
from Hospital Revenues, establishes the total
proj ect funding of $12, 700, 000.

The U. T. Medical Branch - Galveston Chilled Water

Di stribution and Generation Phase | project and the
Thermal Energy Pl ant Upgrade project are included in the
FY 1998- 2003 Capital |nprovenment Program and the FY 1998
and FY 1999 Capital Budget with prelimnary project costs
of $8, 700,000 and $4, 000, 000, respectively. Project
funding for the Thernmal Energy Pl ant Upgrade project was
previously appropriated with $2,000, 000 from Per manent
Uni versity Fund Bond Proceeds and $2, 000, 000 from

Hospi tal Revenues. Since both projects address energy
conservation and energy savings throughout the canpus,

the two repair and renovation projects will be conbi ned
for inproved design and construction coordination and
adm nistration. Project delivery will be provided

t hrough the design-build process, which will allow a
coordi nated program of energy-related initiatives to be
delivered in construction stages during Fiscal Years 1999
to 2002.



Approval of this item anends the FY 1998-2003 Capit al

| nprovenent Program and the FY 1998 and FY 1999 Capital
Budget to redesignate the U T. Medical Branch -

Gal veston Chilled Water Distribution and Generation
Phase | project as the Utilities Systens Upgrade project
at a total project cost of $12,700,000, with funding of
$4, 500, 000 from Hospital Revenues, $6,200,000 from
Uility Revenues, and $2, 000, 000 from Per manent

Uni versity Fund Bond Proceeds. 1In addition, the FY 1998-
2003 Capital Inprovenent Program and the FY 1998 and FY
1999 Capital Budget will be anended to delete the U T.
Medi cal Branch - Gal veston Thermal Energy Pl ant Upgrade
proj ect.

U T. Medical Branch - Galveston - Gaves Building

and Mary Moody Northen Pavilion Renodel (Project

No. 601-942): Appropriation of Funds and Approval of

Use of Revenue Financing System Parity Debt, Receipt of
Parity Debt Certificate, and Finding of Fact wth Regard
to Financial Capacity.--Approval was given to appropriate
funds in the anpbunt of $12,500,000 from Revenue Fi nanci ng
System Bond Proceeds for the G aves Building and Mary
Moody Northen Pavilion Renodel at The University of Texas
Medi cal Branch at Gal veston.

Foll owi ng a presentation by Ms. Pam C ayton, Assistant

Vi ce Chancel lor for Finance for The University of Texas
System related to the qualifications of this project

for the U T. System Revenue Financing Systemand in
conpliance with Section 5 of the Anended and Rest ated
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System (the “Master Resol ution”)
adopted by the U T. Board of Regents on

February 14, 1991, and anended on Cctober 8, 1993, and
August 14, 1997, and upon delivery of the Certificate of
an Aut hori zed Representative as set out on Page 96 , the
Board resol ved that:

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

b. Sufficient funds will be available to
neet the financial obligations of the
U T. System including sufficient
Pl edged Revenues as defined in the Master
Resolution to satisfy the Annual Debt
Servi ce Requirenents of the Financing



System and to neet all financial obli-
gations of the U T. Board of Regents
relating to the Financing System

C. U T. Medical Branch - Gal veston, which
is a “Menber” as such termis used in the
Mast er Resol ution, possesses the
financial capacity to satisfy its direct
obligation as defined in the Master Reso-
lution relating to the issuance by the
U. T. Board of Regents of tax-exenpt
Parity Debt in the anmobunt of $12, 500, 000

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

At the August 14, 1997 neeting of the U T. Board of
Regents, funding was appropriated in the aggregate anount
of $245, 320, 137 for renovation projects initiated in the
FY 1998 and FY 1999 Capital Budget. At the tinme, the
Graves Building and Mary Mbody Northen Pavilion Renode
project at the U T. Medical Branch - Gl veston was not
included in the list of projects, even though it is a
renovati on project, because of a question concerning the
hi storical significance of the Graves Building. However,
the planned interior work will not inpact the exterior of
the building and review by the Texas Hi storical

Comm ssion did not find renovation of the interior of the
fourth floor to be architecturally or historically
significant for further review

This project will renovate the fourth floor of the G aves
Building and all five floors of the Mary Mbody Northen
Pavilion to include offices and research | aboratories for
t he Departnent of Internal Medicine.

The Graves Building and Mary Mbody Northen Pavilion
Renodel project is included in the FY 1998-2003 Capital

| mprovenent Program and the FY 1998 and FY 1999 Capit al
Budget at a prelimnary project cost of $12,500,000 with
fundi ng from Revenue Fi nanci ng System Bond Proceeds.



PARITY DEBT CERTIFICATE oF u. T. sysTEM REPRESENTATIVE

I, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U. T. System Representative
under the Amended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System (the
"Master Resolution"), adopted by the U T. Board of Regents
("Board") on February 14, 1991, and anended on ,
Cctober 8, 1993, and August 14, 1997, do hereby execute this
certificate for the benefit of the Board pursuant to

Section 5¢(a)(ii) of the Master Resolution in connection wth
the authorization by the Board to issue "Parity Debt" to
finance the renmodeling cost of the Gaves Building and Mary
Mody Northen Pavilion at U T. Medical Branch - Galveston,
and do certify that to the best of ny know edge, the Board is
in conpliance with and not in default of any terns,
provisions, and conditions in the Mster Resolution, the First
Suppl enental Resolution Establishing the Revenue Financing
System Commercial Paper Program ("First Supplenental"), the
Second Supplenental Resolution, the Third Supplenental
Resolution, the Fourth Supplenmental Resolution, the Fifth
Suppl enental Resolution, and the Sixth Supplenental

Resol uti on.

EXECUTED thi s d/@ y of_%_ﬁ»‘_éfl 9 9 8

Assi stant Vice éﬁancel ’# for Finance
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8.

U T. Medical Branch - Galveston - TDCJ Hospital C addi ng

Restoration: Authorization to Anmend the FY 1998-2003
Capital | nprovenent Program and the FY 1998 and FY 1999
Capital Budget to Include Project and Appropriation of
Funds. - - The Texas Departnent of Crim nal Justice (TDCJ)
Hospital, which is an eight-story building of

approxi mately 234,000 square feet |ocated on the canpus
of The University of Texas Medical Branch at (Gl veston,
was conpl eted and occupied in June 1983, and is
mai nt ai ned under contract wth the Texas Departnent of
Crimnal Justice.

The building has a structural concrete frame, and the
exterior is clad in brick. Wthin the |ast several
years, structural distress of a four-foot band of brick
cl addi ng has occurred at floor levels two through eight.
In order to correct these deficiencies and to stop
further deterioration of the building facade, and upon
recommendation of the Facilities Planning and
Construction Commttee, the Board:

a. Amended the FY 1998-2003 Capital I nprovenent
Program and the FY 1998 and FY 1999 Capit al
Budget to include the TDCJ Hospital C adding
Restoration project at the U T. Mdical
Branch - Gal veston

b. Appropriated funds of $6,560, 000 from
Hospital and Contract Revenues for total
proj ect funding.

This project will include replacing the band of masonry
cl addi ng at each floor |evel and addi ng structural

el ements to support the brick cladding. Wile
construction scaffolding is in place, further inspection
of the masonry cl addi ng between floors will be undertaken
to verify that there are no additional cladding problens.
A contingency anount has been included in the total
project cost for additional corrective action, if found
necessary.

Approval of this item anmends the FY 1998-2003 Capital

| mprovenent Program and the FY 1998 and FY 1999 Capit al
Budget to include the TDCJ Hospital C adding Restoration
project at the U T. Medical Branch - Galveston at a
total project cost of $6,560,000, with funding from
Hospital and Contract Revenues.



9.

U T. Health Science Center - Houston - Nursing and
Bi onedi cal Sciences Building Phase |: Redesignation as
t he Nursing and Bi onedi cal Sci ences Buil di ng and Approval

of Prelimnary Project Cost.--The Facilities Planning and
Construction Commttee recommended and the Board:

a. Redesi gnated t he Nursing and Bi onedi cal
Sci ences Buil ding Phase | at The University
of Texas Health Science Center at Houston as
t he Nursing and Bi onedi cal Sciences Buil ding

b. Approved a prelimnary project cost of
$60, 000, 000, with funding of $10, 000, 000
fromGfts and Gants, $17,500,000 from
Tui ti on Revenue Bonds, and $32, 500, 000
from Revenue Fi nanci ng System Bond Proceeds.

The Nursing and Bi onedi cal Sciences Buil di ng Phase |
project at the U T. Health Science Center - Houston is
included in the FY 1998-2003 Capital |nprovenent Program
and FY 1998 and FY 1999 Capital Budget at a prelimnary
proj ect cost of $27,500,000, with funding of $10, 000, 000
fromGfts and Grants and $17, 500,000 from Tuition
Revenue Bonds. In addition, a Bionedical Sciences
Bui l ding Phase Il project was listed as a possible future
project in the FY 1998-2003 Capital Inprovenent Program
with an estinmated cost of $32,500,000. Further

eval uation of these two projects indicates that conbining
Phase | and Phase Il of the Bionedical Sciences Building
project would result in nunmerous benefits including cost
savi ngs, avoi dance of disruption and nmultiple noves for
various departments, and conpletion of the facility in a
nore tinely manner.

The U T. Health Science Center - Houston raised

$6, 500,000 in Gft funds since the adoption of the

FY 1998- 2003 Capital |nprovenment Program on

August 14, 1997, and antici pates reaching the $10, 000, 000
goal shortly. The conbination of these Gft funds with
$17,500,000 in Tuition Revenue Bonds will position the

U T. Health Science Center - Houston to fund the Phase |
portion of the Bionedical Sciences Building at a cost of
$27, 500, 000. The additional cost of $32,500,000 for the
Phase Il portion of the project will be funded through
Revenue Fi nancing System Bond Proceeds to be

predom nantly financed by a phased increase in designated
tuition as endorsed by U T. Health Science Center -
Houst on students. The U T. System Ofice of Finance has
determ ned that the U T. Health Science Center - Houston
has the capacity to service this debt.

- 98 -



10.

Approval of this project anmends the FY 1998-2003 Capital

| mprovenent Program and the FY 1998 and FY 1999 Capit al
Budget to redesignate the Nursing and Bi omedi cal Sciences
Bui | di ng Phase | project as the Nursing and Bi onedi cal
Sciences Building at a prelimnary project cost of

$60, 000, 000, with funding of $10,000,000 from G fts and
Grants, $17,500,000 from Tuition Revenue Bonds, and

$32, 500, 000 from Revenue Fi nanci ng System Bond Proceeds.

U T. Health Science Center - San Antonio - Cancer
Research Building: Amendnent of the FY 1998-2003 Capit al

| nprovenent Program and the FY 1998 and FY 1999 Capital
Budget to Include Project and Authorization of a Private
Fund- Rai si ng Canpai gn (Regents' Rules and Regul ati ons,
Part One, Chapter VII, Section 2, Subsection 2.4,

Subdi vision 2.44).--Upon recommendation of the Facilities
Pl anni ng and Construction Comm ttee, the Board anmended
the FY 1998-2003 Capital |nprovenent Program and the

FY 1998 and FY 1999 Capital Budget to include the Cancer
Research Building project at The University of Texas
Heal th Science Center at San Antonio at a prelimnary
proj ect cost of $18, 000,000 to $24, 000,000 with funding
of up to $18,000,000 fromG fts and G ants and up to

$6, 000, 000 from Permanent University Fund (PUF) Bond

Pr oceeds.

Further, pursuant to the Regents’ Rules and Regul ati ons,
Part One, Chapter VII, Section 2, Subsection 2.4,

Subdi vision 2.44, relating to private fund-raising
canpai gns, the Board authorized a private fund-raising
canpai gn by the Cancer Therapy and Research Center
(CTRC), a private, nonprofit corporation chartered in
1972 to provide the citizens of San Antonio and the
surroundi ng service area with the highest quality cancer
treatment, research, and education, and the U T. Health
Sci ence Center - San Antonio. The purpose of the
canpaign is to obtain at |east a two-to-one match of
private gifts and grants to provide at |east $12, 000, 000
to match the $6, 000, 000 PUF al location to fund the Cancer
Resear ch Bui |l di ng.




11.

The new Cancer Research Building, which will be

approxi mately 100, 000 gross square feet, will provide
facilities and sophisticated i nformatics networking
necessary to support an interdisciplinary Breast Cancer
Research and Treatnent Center; a Drug Devel opnent Program
oriented on clinical trials of novel anticancer agents;
new prograns in Gastrointestinal, CGenitourinary, and Lung
Cancer research; a CGene Discovery Program investigations
in Prevention and Popul ati ons Sci ences; and a
Biostatistics Center which will support these and ot her
cancer research efforts. These prograns, and the
bui | di ng whi ch houses them w | support the San Antonio
Cancer Institute, designated a conprehensive cancer
center by the National Cancer Institute and a

col l aborative effort of the U T. Health Science Center -
San Antoni o and the Cancer Therapy and Research Center.

Approval of this item anmends the FY 1998-2003 Capital

| mprovenent Program and the FY 1998 and FY 1999 Capit al
Budget to include the Cancer Research Building at a
prelimnary project cost of $18, 000,000 to $24, 000, 000
with a request for up to $6, 000,000 from PUF Bond
Proceeds to be matched at |east two-to-one with private
support anticipated as a result of the joint fund-raising
effort.

U T. Health Science Center - San Antoni o - Parking
Garage (Project No. 402-931): Authorization to

Redesi gnate Project as the Parking Garages and Bookstore,;
Approval of Design Devel opnent Pl ans; Approval of Tot al
Proj ect Cost; Appropriation of Funds and Aut hori zati on
of Expenditure; and Approval of Use of Revenue Fi nancing
System Parity Debt, Receipt of Parity Debt Certificate,
and Finding of Fact with Regard to Financial Capacity.--
Fol | ow ng openi ng remarks by President Howe, the design
devel opnent plans for the Parking Garages and Bookstore
project at The University of Texas Health Science Center
at San Antonio were presented to the Facilities Planning
and Construction Commttee by M. Vaughn Bonberger,
representing the Project Architect, Garzal/ Bonberger &
Associ ates, San Antoni o, Texas.

Based on this presentation and upon recomrendati on of the
Facilities Planning and Construction Conmttee, the
Boar d:

a. Redesi gnated the Parking Garage at the U T.

Heal th Sci ence Center - San Antoni o as the
Par ki ng Garages and Bookstore
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b. Approved desi gn devel opnent plans for the
Par ki ng Garages and Bookstore at the U T.
Heal t h Sci ence Center - San Antonio

C. Approved a total project cost of $9, 250,000

d. Appropriated funds and authorized expenditure
of $7, 190,000 from Revenue Fi nanci ng System
Bond Proceeds, $1, 000,000 from Parking Fee
Bal ances, $560,000 from Auxiliary Enterprise
Bal ances, and $500, 000 from Proceeds from
Land Sale for total project funding.

Foll ow ng a presentation by Ms. Pam Cl ayton, Assistant

Vi ce Chancellor for Finance for The University of Texas
System related to the qualifications of this project
for the U T. System Revenue Financing Systemand in
conpliance with Section 5 of the Arended and Restated
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System (the “Master Resol ution”)
adopted by the U T. Board of Regents on

February 14, 1991, and anended on Cctober 8, 1993, and
August 14, 1997, and upon delivery of the Certificate of
an Aut horized Representative as set out on Page 104, the
Board resol ved that:

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

b. Sufficient funds will be available to
neet the financial obligations of the
U T. System including sufficient
Pl edged Revenues as defined in the Master
Resolution to satisfy the Annual Debt
Servi ce Requirenents of the Financing
System and to neet all financial obli-
gations of the U T. Board of Regents
relating to the Financing System

C. U T. Health Science Center - San
Antoni o, which is a “Menber” as such
termis used in the Master Resol ution
possesses the financial capacity to
satisfy its direct obligation as defined
in the Master Resolution relating to the
i ssuance by the U T. Board of Regents
of tax-exenpt Parity Debt in the anount
of $7, 190, 000
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d. This resolution satisfies the official
intent requirenents set forth in
Section 1.150-2 of the U S. Treasury
Regul ati ons.

The FY 1998-2003 Capital |nprovenent Program adopted by
the U T. Board of Regents on August 14, 1997, contai ned
a project for a Parking Garage at the U. T. Health

Sci ence Center - San Antonio at a cost of $7,500,000 to
be funded with $6, 500,000 from Revenue Fi nanci ng System
Bond Proceeds and $1, 000, 000 from Par ki ng Fee Bal ances.
Projections indicate that the nunber of faculty, staff,
and students on canpus in Fall 2000 will approach 8,500

i ndividuals, yet the existing nunber of parking spaces is
only 3, 967.

The original Parking Garage concept was to plan a single
1, 000-car parking garage to help alleviate a parking
shortfall. Following a site selection study of various
options by the project architect and the parking
consultant, two smaller garages with a total capacity of
750 cars will be built, one at each end of the main
bui l di ng conplex to provide a better distribution of
par ki ng spaces and allow the public to view the existing
mai n canpus buildings. Constructing these two parking
garages, along with reconfiguring and restriping existing
parking lots, will achieve the goal of providing a net
gain of approximtely 1,000 parking spaces. There is

al so a need for additional surface parking for

approxi mately 400 cars to be | ocated adjacent to the new
Al'li ed Heal th/ Research Buil ding and the MDernott
Cinical Science Building.

A new bookstore of 10,000 square feet will be built in

t he new parking garage adjacent to the School of Nursing
at the end of the main building conplex and will provide
opportunities for additional revenue as well as inprove
store operations and custoner service.

Wth the additional scope of the bookstore and the second
garage, the revised total project cost is $9, 250, 000.

The revised funding will be $7, 190,000 from Revenue

Fi nanci ng System Bond Proceeds, $1, 000,000 in Parking

Fee Bal ances, $560,000 in Auxiliary Enterprise Bal ances,
and $500, 000 from Proceeds from Land Sale. The Revenue
Fi nanci ng System debt is to be repaid fromrevenues
generated by the Parking and Traffic Division and the
Bookst or e.
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Because of the need for the facilities and the conpressed
construction schedul e, the Parking Garages and Bookstore
project at the U T. Health Science Center - San Antonio
was approved at the July 1998 neeting of the Texas Hi gher
Educati on Coordi nati ng Board.

Approva