February 10-11, 2016 Meeting of the U. T. System Board of Regents - Schedule of Events

SCHEDULE OF EVENTS
FOR
BOARD OF REGENTS’ MEETING

February 10-11, 2016
Galveston, Texas

U. T. Medical Branch - Galveston, 301 University Boulevard, Galveston, Texas 77555
e Research Building 6, Market and 9" Street, Room 1.108 (Executive Sessions)
e Research Building 6, Market and 9" Street, Room 1.206 (Open Sessions)
e Office of President Callender (409) 772-1902

Wednesday, February 10, 2016

Finance and Planning Committee ...........coiiiiiiiiiii e 9:30 a.m.
Joint Audit and Finance Committees .........ccoveiiiiiinieii e 10:30 a.m.
Audit, Compliance, and Management Review Committee ...............ccoveveiinenes 11:00 a.m.
Meeting of the Board - Executive Session (working lunch) ............................ 11:45a.m.
Facilities Planning and Construction Committee .............ccooiiiiiiiiiiinn, 12:30 p.m.
Technology Transfer and Research Committee ........ccccoeiviiiiiiiiiiniiiien. 1:00 p.m.
Academic Affairs Committee ........oouiii i 2:00 p.m.
Health Affairs Committee  .......oooiriiiii i e 4:00 p.m.
RS S ottt e 5:30 p.m

Thursday, February 11, 2016

Meeting of the Board - Open Session ...........ccooiiiiiiiiiii e 8:30 a.m.
Recess to Executive Session and Working Lunch ..., 10:25 a.m.
Meeting of the Board - Open SesSSiON ..., 2:00 p.m.
approximately
o 1o 18y o P 2:15 p.m.
approximately
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From The San Luis to UTMB

(not to scale)

Turn left on Seawall Boulevard.

Continue on Seawall Boulevard to University
Boulevard/6" Street.

Turn left on University Boulevard/6™ Street and
proceed to Mechanic Street.

Turn left on Mechanic Street. The parking
garage is located on the right.
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

AGENDA
FOR MEETING OF
THE UNIVERSITY OF TEXAS SYSTEM
BOARD OF REGENTS
February 10-11, 2016
Galveston, Texas

Board Meeting Page
Wednesday, February 10, 2016

COMMITTEE MEETINGS 9:30 a.m.-11:45 a.m.

CONVENE THE BOARD IN OPEN SESSION TO RECESS TO EXECUTIVE 11:45a.m.
SESSION PURSUANT TO TEXAS GOVERNMENT CODE, CHAPTER 551 approximately
(working lunch)

1. Deliberations Regarding the Purchase, Exchange, Lease, Sale, or Value
of Real Property — Section 551.072

U. T. Health Science Center - Houston: Discussion and
appropriate action regarding a) purchase of approximately

3.423 acres of land and improvements located at 1133 John
Freeman Boulevard, Houston, Harris County, Texas, from the
Houston Academy of Medicine, a Texas nonprofit corporation
for immediate office use and future development and campus
expansion; b) lease of space in buildings located at 1133 John
Freeman Boulevard and 1851 Crosspoint Avenue to the Houston
Academy of Medicine dba The Texas Medical Center Library;
and c) finding of public purpose

Additional Iltem

Consultation with Attorney Regarding Legal Matters or Pending and/or
Contemplated Litigation or Settlement Offers — Section 551.071

U. T. System: Discussion and appropriate action related to legal
issues associated with institutional sexual assault, harassment,
and misconduct policies proposed for approval by the Board of
Regents

RECONVENE IN OPEN SESSION TO CONSIDER ACTION, IF ANY, ON 12:25 p.m.
EXECUTIVE SESSION ITEMS

COMMITTEE MEETINGS 12:30 p.m. - 5:30 p.m.

Thursday, February 11, 2016

CONVENE THE BOARD IN OPEN SESSION TO CONSIDER AGENDA 8:30 a.m.
ITEMS

1. U.T. Medical Branch - Galveston: Overview of the institution 8:35a.m.
Report 7
President Callender

Agenda Book - 3



10.

1.

12.

February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

U. T. System Board of Regents: Approval of Consent Agenda items
and consideration of any items referred to the full Board

U. T. System Board of Regents: Discussion and appropriate

action regarding amendments to Regents’ Rules and Requlations,
Rule 20101, Chancellor, and Rule 20201, Presidents, to promote

diverse candidate pools

U. T. System Board of Regents: Discussion and appropriate
action regarding proposed amendments to Regents’ Rules
and Requlations, Rule 30104, Conflict of Interest, Conflict of
Commitment, and Outside Activities, to clarify Section 9,

allowing authorized opinions for advertising purposes

U. T. System Board of Regents: Discussion and appropriate

action regarding amendment of Regents' Rules and Regqulations,
Rule 31001, Faculty Appointments and Titles, Section 2 and

Rule 31007, Tenure, Section 7 to remove obsolete faculty titles

and to allow faculty to hold tenure appointments at more than one
institution if approved by the appropriate Executive Vice Chancellor

U. T. System Board of Regents: Discussion and appropriate
action regarding amendment of Regents' Rules and Regulations,

Rule 40601, Institutions Comprising The University of Texas
System, to delegate certain approval authority

U. T. System Board of Regents: Discussion and appropriate
action regarding amendment of Regents' Rules and Requlations,

Rule 50501, Liability Insurance for Students, concerning medical
students enrolled in academic institutions

U. T. System Board of Regents: Discussion and appropriate
action regarding amendment of Regents’ Rules and Regulations,
Rule 80307, Naming Policy, concerning process of addressing
requests from institutions for both prominent and less prominent
namings

U. T. System: Report on strategic Quantum Leaps initiatives

U. T. System: Approval of allocation of $30 million of Permanent
University Fund Bond Proceeds for the enhancement of the Science
and Technology Acquisition and Retention (STARs) Program to
include an allocation of $20 million for expansion of the Rising
STARSs program

U. T. System: Approval of $5 million in additional Permanent
University Fund Bond Proceeds for continued funding of the U. T.

System Research Incentive Program

U. T. System: Report on development performance for the U. T.
System institutions

STANDING COMMITTEE RECOMMENDATIONS AND REPORTS TO THE
BOARD
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Board Meeting

8:50 a.m.
Action

8:55 a.m.
Action

9:00 a.m.
Action

9:05 a.m.
Action

9:10 a.m.
Action

9:15a.m.
Action

9:20 a.m.
Action
Dr. Safady

9:25 a.m.
Report

Chancellor McRaven

9:45a.m.
Action

Chancellor McRaven

9:50 a.m.
Action

9:55 a.m.
Report
Dr. Safady

10:10 a.m.
approximately
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

RECESS TO EXECUTIVE SESSION PURSUANT TO TEXAS 10:25 a.m.
GOVERNMENT CODE, CHAPTER 551 (working lunch at noon) approximately

2. Negotiated Contracts for Prospective Gifts or Donations —
Section 551.073

a. U.T. Austin: Discussion and appropriate action regarding
proposed negotiated gifts with potential naming features

b. U.T. System/U. T. Austin: Discussion and appropriate action
regarding proposed negotiated gifts with potential naming
features

c. U.T. Dallas: Discussion and appropriate action regarding
proposed negotiated gifts with potential naming features

d. U.T.Rio Grande Valley: Discussion and appropriate action
regarding proposed negotiated gifts with potential naming
features

e. U.T. San Antonio: Discussion and appropriate action regarding
proposed negotiated gifts with potential naming features

f. U.T. Tyler: Discussion and appropriate action regarding
proposed negotiated gifts with potential naming features

g. U.T. Health Science Center - Houston: Discussion and
appropriate action regarding proposed negotiated gifts with
potential naming features

h. U.T. M. D. Anderson Cancer Center: Discussion and appropriate
action regarding proposed negotiated gifts with potential
naming features

3. Consultation with Attorney Regarding Legal Matters or Pending and/or
Contemplated Litigation or Settlement Offers — Section 551.071

a. U.T. System Board of Regents: Discussion with Counsel on
pending legal issues

b. U.T. Austin: Discussion and appropriate action related to
legal issues concerning settlement with Bevilacqua Helfant
Ventures, LLC (BHV) regarding consulting services

c. U.T. System: Discussion and appropriate action regarding legal
issues related to incentivizing collaboration among U. T. System
institutions

d. U.T. System Board of Regents: Discussion and appropriate

action regarding legal issues concerning pending legal claims
by and against U. T. System

Agenda Book - 5



February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

4. Personnel Matters Relating to Appointment, Employment, Evaluation,
Assignment, Duties, Discipline, or Dismissal of Officers or Employees —
Section 551.074

a. U.T. System: Discussion and appropriate action regarding
individual personnel matters relating to appointment,
employment, evaluation, compensation, assignment, and
duties of U. T. System and institutional employees including
employees covered by Regents’ Rules and Regulations,
Rule 20204, regarding compensation for highly compensated
employees, and Rule 20203, regarding compensation for key
executives

b. U.T. System: Discussion and appropriate action regarding
individual personnel matters relating to appointment,
employment, evaluation, compensation, assignment, and duties
of presidents (academic and health institutions), U. T. System
Administration officers (Executive Vice Chancellors and Vice
Chancellors), other officers reporting directly to the Board
(Chancellor, General Counsel to the Board, and Chief Audit
Executive), members of the Board of Regents, and U. T. System
and institutional employees

c. U.T. System: Discussion and appropriate action regarding
individual personnel matters relating to compensation including
achievement of goals for quantitative performance incentive
compensation for Presidents and U. T. System Executive
Officers

d. U.T. System: Discussion and appropriate action regarding
proposed changes in compensation for Executive Vice
Chancellor for Health Affairs Raymond Greenberg and for
Vice Chancellor for Strategic Initiatives Stephanie Bond Huie

e. U.T. Southwestern Medical Center: Discussion and appropriate
action regarding proposed increase in compensation for Jeffrey
Kenkel, M.D., Chair and Professor, Department of Plastic

Surgery (Regents’ Rules and Regulations, Rule 20204, regarding

compensation for highly compensated employees)

5. Deliberation Regarding Security Devices or Security Audits —
Section 551.076

U. T. System Board of Regents: Discussion and appropriate
action regarding safety and security issues, including security
audits and the deployment of security personnel and devices

RECONVENE IN OPEN SESSION TO CONSIDER ACTION, IF ANY, ON
EXECUTIVE SESSION ITEMS AND TO CONSIDER AGENDA ITEM

13. U. T. Austin: Discussion and appropriate action regarding proposed
reallocation of a portion of the Available University Fund (AUF)

allocated to U. T. Austin, from use to support online and on-campus

enroliment growth to use for other strategic purposes to benefit
U. T. Austin

ADJOURN
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

1. U. T. Medical Branch - Galveston: Overview of the institution

REPORT

President Callender will provide an overview of U. T. Medical Branch - Galveston, including the
institution's 125 years of service to Texas, using the presentation on the following pages.

Agenda Book - 7
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U. T. System Board of Regents’ Meeting
Meeting of the Board
February 2016

U. T. Medical Branch — Galveston:
125 Years of Service

David L. Callender, M.D., MBA, FACS
President
Mnmnh U. T. Medical Branch — Galveston
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Galveston near the turn of the century

* An international city with trade from
around the U.S. and the world

* From 1844 to 1924, more than
200,000 immigrants came to the
U.S. via the Port of Galveston

* One of the nation’s busiest ports,
leading in cotton exports and third in
wheat exports

« Population in 1900: 42,210

Tl Health Working Together to Work Wonders

2
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Texans choose Galveston
for the location of the first medical school

* |In 1881, 70 percent of Texas voters
chose Galveston as location of
state’s first medical school

* Original John Sealy Hospital and its
Training School for Nurses opened
in 1890, with pivotal funding from
the Sealy Family

1 lealth Working Together to Work Wonders

3
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A 125-year legacy of service begins

* QOctober 1891: First medical school class
IS held in the Ashbel Smith Building,
named for renowned physician and first
Chairman of the Board of Regents o

« 23 medical students taught by 13 faculty

* Old Red still stands today hshbel Smith Building

(“Old Red”) before
The 1900 Storm

m:—{cahh Working Together to Work Wonders

4
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The 1900 Storm: Resilience in the face of

great challenge

« (Galveston’s prominence as

a city and port was forever
altered by The 1900 Storm

* The University of Texas
System never wavered in
its commitment to UTMB

m1 fealth

Damage to
John Sealy Hospital
in The 1900 Storm

i,
— — |

Telegram from U. T. President A vy, B
William Lambdin Prather after ey for o N e
The 1900 Storm @ "'“*_-L
B g -_ﬁ Jtir.'rdu
=T "*“'-w.._.w_
o

Working Together to Work Wonders )
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Historic contributions to health care

1897 1921 1947 1978 1983
Yellow First Hispanic ~_ Texas City Current John Texas
é‘? fever student i d Disaster Sealy Hospital — Dgpgrtment pf
@ outbreak graduates i 1 AR TRT T Towers opens Criminal Justice
o s e (TDCJ) hospital
@ opens on
campus
% T ‘ T T
=
w
1896 1919 1942 1953 (T} i 1966
Construction ~ Becomes Two medical First African- = = I fH. . First Shriners
of first X-ray UTMB school classes American b - ___ Burns
machine to meet WWII student ' Hospital
demand graduates dedicated

m}'{cnlth Working Together to Work Wonders 6
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Defining the future of health care

 1994: UTMB pioneers telehealth technology
as part of new Correctional Managed Care
contract

« 2003: John Sealy Pavilion for Infectious
Diseases Research opens

Galveston National Laboratory

e 2008: Galveston National Laboratory opens
as one of two National Biocontainment
Laboratories established by the National
Institutes of Health

M] fealth Working Together to Work Wonders

7
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Defining the future of health care

e 2008: Hurricane lke hits Galveston; one week
after storm, UTMB opens four mainland clinics

« 2012: Dedication of expanded and renovated
Blocker Burn Unit

« 2014: UTMB is an international leader in
addressing Ebola crisis

« 2016: Jennie Sealy Hospital to open; League
City Hospital to open

) Health Working Together to Work Wonders

8
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Taking care of Texans
UTMB’s extensive reach as of early 2016

® Community Clinic

@ Regional Maternal and Child Health Clinic
® Telemedicine Clinic

~ Educational Affiliation

@ East Texas Area Health Education Center
- Contracted County for Indigent Care

@ TDCJ Prison Clinic

@ Texas Juvenile Justice Department Facility Clinic

= Region 2, 1115 Waiver

i Health

Working Together to Work Wonders

9
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Staying true to our mission — for 125 years!

« Educating the next generation of health
care professionals

« Changing lives through groundbreaking
research

« Caring for our patients, supported by
advanced facilities and technology, and
outstanding clinical expertise

i) Health

Working Together to Work Wonders

10
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

2. U. T. System Board of Regents: Discussion and appropriate action reqgarding
Consent Agenda items, if any, assigned for Committee consideration

RECOMMENDATION

No Consent Agenda items are assigned for review by this Committee. The Consent Agenda
begins on Page 426.

Agenda Book - 18



February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

3. U. T. System Board of Regents: Discussion and appropriate action regarding
amendments to Regents’ Rules and Requlations, Rule 20101, Chancellor, and
Rule 20201, Presidents, to promote diverse candidate pools

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor, the Executive Vice
Chancellor for Academic Affairs, the Executive Vice Chancellor for Health Affairs, and the Vice
Chancellor and General Counsel that Regents' Rules and Regulations, Rule 20101, Chancellor,
and Rule 20201, Presidents, be amended as set forth below in congressional style:

a. Rule 20101, Chancellor

Sec. 3 The search process shall be conducted in a manner best determined to identify
candidates with diverse professional backgrounds and experiences.

b. Rule 20201, Presidents

Sec. 1 President Selection

1.7 Recommendation. The Advisory Committee shall submit to the Board,
through its Chairman, a list of no more than 10 recommended candidates
with no preference indicated. Candidates recommended shall have received
a majority vote of the Committee.

The Committee shall strive to include candidates with diverse professional
backgrounds and experiences. In making its recommendation, the
Committee shall follow the U. T. Systemwide Policy UTS187, Interviews of
Executive Administrators and Other Senior Administrators, to provide the
Board with a diverse candidate pool. If it is not possible or practical to
provide such a pool, the search committee chair shall identify for the Board
efforts made to achieve a diverse candidate pool.

BACKGROUND INFORMATION

The proposed changes to Regents' Rule 20101, Chancellor, and Rule 20201, Presidents, are
consistent with the U. T. System's commitment to the promotion of diversity at U. T. System
Administration and at all U. T. System institutions.

The proposed Rule changes are aligned with Chancellor McRaven's Quantum Leaps, specifically
the commitment to enhance the hiring and promotion process. Chancellor McRaven recently
implemented U. T. Systemwide Policy UTS187, Interviews of Executive Administrators and Other
Senior Administrators, with the intent to diversify the leadership of U. T. System Administration
and the U. T. System institutions. The proposed Rules changes encourage the identification and
interview of candidates with diverse backgrounds and professional experience.

Agenda Book - 19



February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

4, U. T. System Board of Regents: Discussion and appropriate action regarding
proposed amendments to Regents’ Rules and Requlations, Rule 30104, Conflict
of Interest, Conflict of Commitment, and Outside Activities, to clarify Section 9,
allowing authorized opinions for advertising purposes

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor, the Executive Vice
Chancellor for Academic Affairs, the Executive Vice Chancellor for Health Affairs, and the Vice
Chancellor and General Counsel that Section 9 of the Regents' Rules and Regulations,

Rule 30104, regarding Conflict of Interest, Conflict of Commitment, and Outside Activities,

be amended as set forth in congressional style below. The proposed amendment will allow
opinions for advertising purposes where authorized pursuant to U. T. Systemwide policy.

Sec. 9  Opinions for Advertising Purposes. Every employee must protect the U. T. System

and U. T. System institutions against the unauthorized use of opinions for advertising
purposes.

BACKGROUND INFORMATION

The proposed amendment to Regents' Rule 30104, regarding Conflict of Interest, Conflict of
Commitment, and Outside Activities, is designed to better reflect the intent of the provision.
The Rule is not intended to prohibit employees from engaging in certain forms of speech in
their personal capacities, or to constrain employees from certain forms of speech in their official
capacities, when such speech furthers the interests of the U. T. System and is authorized. U. T.
System will create a Systemwide policy to assist U. T. System Administration and U. T. System
institutions regarding the use of employee opinions for advertising purposes.

Upon approval of this item, this language will be moved to Regents' Rule 30103, regarding
Standards of Conduct.
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

5. U. T. System Board of Regents: Discussion and appropriate action regarding

amendment of Regents' Rules and Regqulations, Rule 31001, Faculty Appointments

and Titles, Section 2 and Rule 31007, Tenure, Section 7 to remove obsolete faculty

titles and to allow faculty to hold tenure appointments at more than one institution

if approved by the appropriate Executive Vice Chancellor

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor, the Executive Vice
Chancellor for Academic Affairs, the Executive Vice Chancellor for Health Affairs, and the Vice
Chancellor and General Counsel that Regents' Rules and Regulations, Rule 31001 (Faculty
Appointments and Titles), Section 2 and Rule 31007 (Tenure), Section 7, be amended as set
forth in congressional style below to remove obsolete faculty titles that were used exclusively by
U. T. Brownsville and to allow faculty to hold tenure appointments at more than one institution
only if authorized by the appropriate Executive Vice Chancellor.

a. Rule 31001

Sec. 2 Academic Titles. To achieve consistency in the use of academic titles
among the institutions of the System, the following subsections describe
the use of titles to apply in all institutions.

21

2.2

Tenure Titles. Except for the titles Regental Professor and
Regents' Research Scholar, and-for-individuals-who-received
:i”b"e GZFI e|| b.e e||e Septel ,be5| I glg IQF l“'“ | |:Fe tele |_|ne|all titles o ,

N M Technical | horized i UT.
Brownsville- Handboelkeor-Operating-Procedures—the only titles to
be used henceforth in which faculty members may hold tenure or
be on the tenure track are as follows:

(a) Professor

(b) Associate Professor

(c) Assistant Professor {Fenure-TFrack)

Other Titles. The following academic titles may also be used by the
institutions of the U. T. System. Tenure may not be awarded to a
person appointed to these titles. With the exception of the title of
Instructor, academic service with these titles may not be counted
toward the satisfaction of any maximum probationary period.
Appointments to these titles shall be for a period of time not to
exceed one academic year except in the case of Lecturer, Senior
Lecturer, or a clinical or research position with a title authorized by
Section 2.2(h) below when an appointment may be for periods of
time not to exceed three academic years. With the exception of the
title of Instructor, such appointments shall terminate at the
expiration of the stated period of appointment without notification of
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

b. Rule 31007

nonrenewal. If an institution determines that it is to the benefit of
the institution, it may offer reappointments to these titles in
accordance with Texas Education Code Section 51.943.

(a) Instructor. This title denotes a probationary appointment.

(eb) Lecturer. This title may be used for individuals who will serve
as Teachers and whose teaching experience and qualifications are
comparable to those of faculty members in untenured, tenure-track
positions. Upon approval by the president, an institution may
identify up to three divisions within this rank to be designated
Lecturer |, Lecturer Il, and Lecturer lIl.

Sec. 7 Prohibition. A person appointed to a tenured faculty position with-the-title
ith the title of Technical | " Assistant Master Technical
tastructor-at an institution of the U. T. System may not, during the term of
such appointment, hold a tenured position on the faculty of another

educational institution eutside-the- U-—F-System-orany-of the-institutions

urless-without the express written permission of the appropriate

Execut|ve Vice Chancellor th&mshtu%renal—HandbeekeﬁQperatmg

7.2

Resignation of Outside Tenure. Unless an exception is approved
as authorized above, tenured faculty appointments within the U. T.
System te-the-above-specified-titles-shall be conditioned upon the
appointee having resigned any tenured position that-the-appeintee
may-then-hold-on-the-faculty-of-an-at any other educational
institution eutside-the U T-System-orany-of the-institutions. Such

resignation must be completed and effective prior to the effective
date of the appointment at the U. T. System institution; otherwise,
such appointment shall be void and of no effect.

Acceptance Considered Resignation. After a person holds a tenure
faculty appointment at a U. T. System institution, Fthe acceptance
of an tenured faculty appointment to-a-tenured-position-on-the
faculby-of-an-at any other educational institution eutside-the U1~

System-or-any-of the-institutions-shall be considered as-a
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

resignation of any-the U. T. System faculty appointment unless the
appropriate Executive Vice Chancellor has granted express written
permission for the holding of such a dual appointment pesition-with

BACKGROUND INFORMATION

The proposed amendments to Rule 31007 change provisions regarding holding a tenured
faculty position at more than one institution to allow such appointments only if approved by the
Executive Vice Chancellor for Academic Affairs or the Executive Vice Chancellor for Health
Affairs. The proposed amendments to Rules 31001 and 31007 also delete faculty titles used
exclusively at U. T. Brownsville from the Rules.
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

6. U. T. System Board of Regents: Discussion and appropriate action regarding
amendment of Regents' Rules and Regulations, Rule 40601, Institutions
Comprising The University of Texas System, to delegate certain approval authority

RECOMMENDATION

The Chancellor concurs in the recommendation of the Deputy Chancellor, the Executive Vice
Chancellor for Academic Affairs, the Executive Vice Chancellor for Health Affairs, the Vice
Chancellor for External Relations, and the Vice Chancellor and General Counsel that Regents'
Rules and Regulations, Rule 40601, regarding Institutions Comprising The University of Texas
System, be amended as set forth in congressional style on the following pages to remove the
need for Board of Regents' approval when making certain name changes and additions.

BACKGROUND INFORMATION

The proposed amendments to Rule 40601 would streamline the process for approval of name
changes to existing colleges and schools. The proposed change would delegate approval
authority for such changes to the appropriate Executive Vice Chancellor. The changes would
also codify the practice of Executive Vice Chancellor approval for units below the level of a
college, such as a department.

The Office of the Board of Regents will maintain the list of colleges and schools at each

institution as those require Board approval. The Offices of Academic Affairs and Health Affairs
will maintain the list of departments at the U. T. System institutions.
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Meeting of the Board

The University of Texas System
Rules and Requlations of the Board of Regents Rule: 40601

1. Title

Institutions Comprising The University of Texas System

2, Rule and Regulation

Sec. 1

Official Titles_of Institutions. The U. T. System is composed of
the institutions and-entities-set forth below. To ensure uniformity
and consistencey of usage throughout the U. T. System, the
institutions and-theirrespective-entities-shall be listed in the
following order and the following titles (short form of title follows)
shall be used:

1.1

1.2

1.3

The University of Texas System Board of Regents (U. T.
System Board of Regents)

The University of Texas System Administration (U. T.
System Administration)

BauerHouse)

Academic Institutions of the U. T. System are:

(a) The University of Texas at Arlington (U. T. Arlington)

\rchi Planni Dbl Affai
b) The University ot T - ~ol :
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th Illl'e o '”"e'sl'tlyl eII ll el;eas at-Arington-College-of

k) The Uni it of T Al Uni :
College

44  (b) The University of Texas at Austin (U. T. Austin)

) The Uni it of T \ustin.Schoolof
Architecture

b) The University of T \ustin MeGombsSchoolof
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) FI I|e| I.U“!"’ﬁeﬁ Fsity-of Foxas-at-Austin-LBJ-Sehool-of

) The Uni it of T \ustinSchoolof
Undergraduate-Studies

45  (c) The University of Texas at Brownsville (U. T.
Brownsville)

46  (d) The University of Texas at Dallas (U. T. Dallas)
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th Elhel u'l'“ﬁeE'S'ty.e' rexas atl Q;a”as E”IE;E’.“SSG“

47  (e) The University of Texas at El Paso (U. T. El Paso)

N
() EI I'e.u““e: Sl'ty.e.l Fexas-atEl-Pase College-of

b) The University-of T El Pase Coll F
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1.8

(f) The University of Texas of the Permian Basin (U. T.
Permian Basin)

\ The Uni it of T f the D i2n Basin Coll
of Arts-and-Sciences

0 Hﬁ'Ee University el IEI exas of the-Permian-Basin-College

(o) The University of T f the Permian BasinCol
of Education

(g) The University of Texas Rio Grande Valley (U. T. Rio
Grande Valley)

e E”'e.u""‘e's't?;' rexasRio GI rande-Valley-College-of

b) The University-of T Bio. Grande \allov.Coll :
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k) The Uni it of T Rio.C o \/allev Uni .
College

440 (h) The University of Texas at San Antonio (U. T. San
Antonio)
Arohi C . | Planni
b} The Uni it of T Sans ioColl ¢

444 (i) The University of Texas at Tyler (U. T. Tyler)

2) The Uni it of T Tvier Coll ‘ 7 I
Sciences

) The University-of T Tuler Coll  Busi
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} The Uni . fT Tvler Coll g .
and-Poyehology

Fiseh-College-of Pharmaey
The Uni . fT Tyler Uni it Coll
4421.4 Health Institutions of the U. T. System are:

(a) The University of Texas Southwestern Medical Center
(U. T. Southwestern Medical Center)

443 (b) The University of Texas Medical Branch at Galveston
(U. T. Medical Branch - Galveston)

Galvestor)

b) The University of T Hesoitale at Gal e
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3 The-University.of Texas Medioal Schoolat Gal

444 (c) The University of Texas Health Science Center at
Houston (U. T. Health Science Center - Houston)

) The Uni it of T Schoolof Public Healt!

445 (d) The University of Texas Health Science Center at San
Antonio (U. T. Health Science Center - San Antonio)
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446 (e) The University of Texas M. D. Anderson Cancer
Center (U. T. M. D. Anderson Cancer Center)

\ The Univorsity-of Toxas M-DAnd Hosoital

447 (f) The University of Texas Health Science Center at
Tyler (U. T. Health Science Center - Tyler)
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Sec. 2 Other Entities Within an Institution

Sec. 2.1 The establishment of a college or school requires
approval by the Board of Regents, upon
recommendation of the president, the appropriate
Executive Vice Chancellor, the Deputy Chancellor,
and the Chancellor.

Sec. 2.2 The establishment of a department or similar
academic unit requires approval by the appropriate
Executive Vice Chancellor, upon the recommendation
of the president.

Sec. 2.3 Approval of the naming of a college, school,
department, and other entity in honor of a donor or
other individual shall be according to Regents’
Rule 80307.

Sec. 2.4 A nonsubstantive change to the name of an
established college, school, or department shall be
approved by the appropriate Executive Vice
Chancellor.
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7. U. T. System Board of Regents: Discussion and appropriate action regarding

amendment of Regents' Rules and Regqulations, Rule 50501, Liability Insurance

for Students, concerning medical students enrolled in academic institutions

RECOMMENDATION

With the concurrence of the Deputy Chancellor, the Executive Vice Chancellor for Academic
Affairs, the Executive Vice Chancellor for Health Affairs, the Executive Vice Chancellor for
Business Affairs, and the Vice Chancellor and General Counsel, the Chancellor recommends
that Regents' Rules and Regulations, Rule 50501, regarding Liability Insurance for Students,

be amended as set forth below in congressional style, to ensure the same liability insurance
requirements for students enrolled in a U. T. System health institution apply to students enrolled
in medical schools at U. T. System academic institutions.

Sec. 1

Sec. 24

Sec. 32

Sec. 43

Students Enrolled in Health Institutions and Medical Schools at Academic
Institutions. All students enrolled in a health institution or a medical school at an
academic institution of the U. T. System in a program that involves direct patient care
activities shall be required to purchase professional liability insurance as a
prerequisite to enrollment. The appropriate level of coverage shall be determined by
the U. T. System Office of Risk Management. The requirement shall be included in
each institution's catalog.

Students in Field Experience Courses. The institutions of Fthe University-of Fexas
U. T. System may require students enrolled in field experience courses to show
evidence of student liability insurance when enrolled in field experience courses,
which utilize off-campus facilities, if such facilities require the insurance. The
requirement shall be included in each institution's catalog.

Students in Allied Health and Nursing. Allied health and nursing students shall, prior
to official registration provide evidence of professional liability (malpractice)
insurance coverage in a minimum amount determined by the president of the
institution. Nursing students receiving stipends may be reimbursed for this fee
through that source. The requirement shall be included in each institution's catalog.

Students in Pharmacy. All pharmacy students enrolling in fifth-year clinical and/or
pharmacy internship courses shall provide evidence of professional liability insurance
coverage paid for the duration of the course or courses as a prerequisite to
enroliment. The effective date of the policy shall be on or before the first regular class
period of the clinical and/or pharmacy internship course for which the student is
enrolling. The requirement shall be included in each institution's catalog.
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BACKGROUND INFORMATION

The proposed amendments to Regents' Rule 50501 clarify the language in the Rule to ensure
the same liability insurance requirements apply to the students enrolled in the medical schools
at the academic institutions. The proposed amendments also remove the professional liability

thresholds and provide flexibility to the Office of Risk Management to establish the appropriate
levels of coverage.
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8. U. T. System Board of Regents: Discussion and appropriate action regarding
amendment of Regents’ Rules and Requlations, Rule 80307, Naming Policy,
concerning process of addressing requests from institutions for both prominent
and less prominent namings

RECOMMENDATION

The Chancellor, with the concurrence of the Deputy Chancellor, the Executive Vice Chancellor
for Academic Affairs, the Executive Vice Chancellor for Health Affairs, the Vice Chancellor and
General Counsel, and the Vice Chancellor for External Relations, recommends that Regents'
Rules and Regulations, Rule 80307, be amended as set forth in congressional style on the
following pages.

BACKGROUND INFORMATION

Philanthropy continues to have an ever increasing impact on a university's sustainable funding
stream. With significant efforts across U. T. System institutions to secure philanthropic gifts, the
number of requests to negotiate naming opportunities has continued to increase. Therefore, it is
important to amend current authorization processes to allow institutions to meet with
benefactors and negotiate gifts with greater expediency.

The current Naming Policy was established in 2004, with modest, subsequent amendments
over the years. The new proposed amendments will (1) allow U. T. System institutions to enter
into conversations and preliminary negotiations with prospective donors in a more timely and
efficient manner, and (2) delegate more responsibility from the Board to the U. T. System on
naming requests, while still ensuring the highest degree of due diligence and scrutiny is
practiced.

The Vice Chancellor for External Relations coordinates the due diligence review on behalf of the
Board of Regents, the Chancellor, the Deputy Chancellor, and the Executive Vice Chancellor for
Health or Academic Affairs. The review, at a minimum, involves the following offices and
processes:

. The Board Office determines whether any member of the Board of Regents has a
“substantial interest” in a business entity, as defined in Section 51.923 of the Texas
Education Code.

. The Office of General Counsel reviews the gift negotiation proposal for any legal issues
that might affect the propriety of the naming or for corporate namings, other issues that
may reflect on the company or its directors.

. If the naming request is for a corporation, the Office of Finance reviews the proposal to
confirm whether a facility was financed using tax-exempt debt.

. The Office of External Relations evaluates the gift history of the prospective donor and
reviews the proposed gift amount to ensure that it meets naming level expectations. The
Vice Chancellor for External Relations, in consultation with the appropriate Executive
Vice Chancellor, determines whether the area or entity to be named is considered
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prominent or less prominent, as defined in Rule 80307. Additionally, the Vice Chancellor
for External Relations consults with the Chancellor and institution president to consider all
circumstances surrounding the naming, including the overall benefit to the institution and
whether displaying the name is and will continue to be a positive reflection on the
institution. After completing all due diligence activities, the Vice Chancellor makes the
recommendation for naming requests to the Chancellor.

The recommended changes are summarized as follows: Section 1.2 is proposed to be
amended to extend the time allowed to negotiate a gift agreement involving a naming. The
amendment will extend the time period for the institution president and Vice Chancellor for
External Relations to conclude negotiations and offer a naming (from 180 days to 365 days).

It is further recommended that Section 2 be amended to create a new category (Section 2.2)
called “Other” Prominent Facilities and Programs. Currently, many facilities and programs fall
under one large category of Prominent Facilities and Programs, necessitating a high degree of
requests to be submitted to the Board of Regents for approval that have already undergone
significant review and due diligence by several U. T. System executive offices. This new
proposal recommends that the Board continue to approve all requests to name buildings,
athletics facilities, colleges, schools, academic departments and clinical divisions, with
delegation of authority to the Chancellor to approve namings in a category called “Other”
Prominent Facilities and Programs, including large components of major buildings and athletic
facilities, large auditoria, concert halls, atria, prominent outdoor spaces, and clinics, and non-
physical entities such as academic and health programs, centers and institutes.

Proposed amendments to Section 5 offer clarification of authority to grant an honorific naming
for an individual who has made exemplary or meritorious contributions to the U. T. System or to
society. Under this amendment, the Board will continue to approve an honorific naming
associated with Prominent Facilities and Programs and Other Prominent Facilities and
Programs, while the institution president may approve an honorific naming associated with Less
Prominent Facilities and Programs. On the rare occasion of a corporate honorific naming of
Less Prominent Facilities and Programs, the approval of the Chancellor will be required.

Proposed amendments to Section 7 outline the due diligence processes essential to ensure no
impermissible conflicts or legal issues. Other clarification is offered regarding restrictions of any
corporate naming for academic and health facilities, colleges, schools, and academic
departments, and the consideration of a corporate naming for non-academic and non-health
facilities, such as conference centers, and athletics, museum, or arts facilities, with preference
given to term limits. Current language in Section 7 regarding development campaigns is being
deleted as approval requirements related to the naming of prominent facilities are equally
applicable regardless of whether an institution is involved in a campaign, and because such
development campaigns are already covered in Regents’ Rule 60301.

Changes to the Namings Approvals Chart in Section 9 reflect the proposed amendments to
Sections 2, 5, and 7, and to the Definitions, as explained above.
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The University of Texas System

Rules and Regulations of the Board of Regents Rule: 80307
1. Title

Naming Policy
2. Rules and Regulation

Sec.1  General. Before proceeding with any naming, institutions must
carefully consider all circumstances surrounding the naming,
including the overall benefit to the institution and whether
displaying the name is and will continue to be a positive
reflection on the institution.

1.1

1.2

Review. Any naming of Facilities and Programs must
undergo a high level of consideration and due diligence
to ensure that the name comports with the purpose and
mission of the U. T. System and the U. T. System
institutions. No naming shall be permitted for any
corporation or individual whose public image, products,
or services may conflict with such purpose and mission.

Time Limitation for Approval. Naming approvals granted
under this Rule are valid for a period not to exceed

480 365 days from the date of approval. After approval of
a naming, the negotiated gift agreement must be
executed within 480 365 days of that approval. If that
does not occur, the naming must be resubmitted for
approval by the Board of Regents through te the Vice
Chancellor for External Relations unless the Chancellor
approves a one-time, 90-day extension of the naming
approval, consistent with the requirements of Section 2
below.

Sec. 2 Naming of Prominent Facilities and Prominent Programs.

2.1

Each naming for a Prominent Facility or Prominent
Program Naming must be approved by the Board of
Regents via-the-agenrda. Recommendations for namings
of any Prominent-Naming university building or athletic

facility, college, school, and academic department or
clinical division shall be forwarded to the Board of
Regents with recommendations of the Chancellor, the
Deputy Chancellor, the Executive Vice Chancellor for
Academic or Health Affairs, the Vice Chancellor for
External Relations, and the president of the institution,
according to procedures established by the Office of
External Relations.
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The University of Texas System
Rules and Regulations of the Board of Regents Rule: 80307

Sec. 3

Sec. 4

Sec. 5

2.2  Naming of Other Prominent Facilities and Programs.
Each naming for Other Prominent Facilities and Other
Prominent Programs may be approved by the Chancellor
with recommendations of the Deputy Chancellor, the
Executive Vice Chancellor for Academic or Health Affairs,
the Vice Chancellor for External Relations, and the
president of the institution, according to procedures
established by the Office of External Relations. Other
Prominent Facilities and Programs may include wings
and other major components of academic, medical,
athletics, and arts facilities, large auditoria, concert halls,
atria, prominent outdoor spaces, and clinics and
academic and health programs, centers, institutes, and
organized research units. The Vice Chancellor for
External Relations, in consultation with the appropriate
Executive Vice Chancellor, will make final determinations
concerning what types of Facilities and Programs will be
considered Other Prominent.

Naming of Less Prominent Facilities and Less Prominent
Programs. The Board of Regents has delegated naming
authority for Less Prominent Facilities and Less Prominent
Programs to each president based on a set of general
guidelines that are reviewed and approved by the Chancellor,
except that any Corporate Naming requires approval by the
Chancellor and compliance with the procedures set forth below
in Section 8, including the requirement for advance consultation.
The Vice Chancellor for External Relations, through consultation
with the appropriate Executive Vice Chancellor and the U. T.
System institutions, will make final determinations concerning
what types of Facilities and Programs may be considered Less
Prominent.

Naming of Streets. The naming of all streets located on campus
must be approved by the Board of Regents. Recommendations
for any street names shall be forwarded to the Board of Regents
with recommendations of the Chancellor, the Deputy
Chancellor, the Executive Vice Chancellor for Academic or
Health Affairs, the Vice Chancellor for External Relations, and
the president of the institution.

Honorific Naming. Under appropriate circumstances, Less
Prominent Facilities and Programs may be named for
individuals who have made exemplary or meritorious
contributions to the U. T. System or any of the institutions or
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The University of Texas System
Rules and Regulations of the Board of Regents Rule: 80307

Sec. 6

Sec. 78

society. Those namings may be granted by the president of the
institution. Any naming in honor of campus administrative
officials, faculty, staff, or elected or appointed public officials
shall normally occur only after the campus employment or public
service has concluded. Honorific namings of Prominent
Facilities and Programs or Other Prominent Facilities and
Programs for individuals must be approved by the Board of
Regents. Requests shall be forwarded to the Board of Regents
with the recommendations of the Chancellor, the Deputy
Chancellor, the Executive Vice Chancellor for Academic or
Health Affairs, the Vice Chancellor for External Relations, and
the president of the institution.

Gift-Related Naming. Facilities and Programs may be named
under the terms of a negotiated gift agreement to memorialize
or otherwise recognize substantial gifts and significant donors or
individuals designated by donors. Each institution shall develop
guidelines for what constitutes substantial and significant
donations to warrant a gift-related naming. Institutional donor
guidelines must be approved by the Executive Vice Chancellor
for Academic Affairs or Health Affairs, the Vice Chancellor for
External Relations, and the Vice Chancellor and General
Counsel for inclusion in the institutional Handbook of Operating
Procedures.

Corporate Naming. Each Corporate Naming for Prominent
Facilities or Programs must be approved by the Board of
Regents. Each Corporate Naming for Other Prominent Facilities

and Programs or Less Prominent Facilities or Programs must be
approved by the Chancellor.

78.1 Special Considerations. The Office of External Relations
must complete a detailed due diligence review, in
accordance with policies and procedures established by
that office, of the corporation prior to any Corporate
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The University of Texas System
Rules and Regulations of the Board of Regents Rule: 80307

78.2

Naming. Each Corporate Naming must be analyzed by
the Office of External Relations, the Office of the Board of
Regents, the Office of General Counsel, and the Office of
Business Affairs to ensure that there are no
impermissible conflicts or legal issues efinterest. Certain
restrictions may also apply to any proposed naming of a
Facility financed with the proceeds of tax-exempt bonds.

Corporate namings for academic and health buildings,
colleges and schools, and academic departments shall
not occur, with the exception of rare and special
circumstances.

Corporate namings for athletics facilities, arts facilities,
and museums, conference centers, and non-academic
and non-health facilities may receive consideration with
preference given to term limits for corporate namings.

Procedures for Corporate Naming. Before negotiating a
possible Corporate Naming, the president shall send a
written request, in compliance with procedures
established by the Office of External Relations, to the
Executive Vice Chancellor for Academic or Health Affairs.
Except in the case of Less Prominent Facilities or
Programs, the institution shall negotiate an agreement
with the corporation, using the Standard Corporate
Naming Gift/Licensing Agreement prepared by the Office
of General Counsel. Any substantive variations to the
standard agreement must be approved by the Office of
General Counsel. The Executive Vice Chancellor for
Academic or Health Affairs shall have authority to sign
such agreements after appropriate review and approval.

Sec. 89 Changes to Approved or Existing Names of Prominent Facilities,
Programs, and Streets and Nonhonorific Redesignation. Minor
changes to approved or existing names of Prominent Facilities,
Programs, and Streets as determined by the Vice Chancellor for
External Relations and the General Counsel to the Board; may
be approved by the Chancellor after review by the Deputy
Chancellor, the Executive Vice Chancellor for Academic or
Health Affairs, and the president of the institution. Nonhonorific
renaming and redesignation of projects in the Capital
Improvement Program (CIP) shall be reviewed and approved by
the Associate Vice Chancellor for Facilities Planning and
Construction. Such approved redesignations will be included in
the amended CIP.
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The University of Texas System
Rules and Regulations of the Board of Regents Rule: 80307

Sec. 940 Namings Approvals Chart

Corporate* Non-Corporate Honorific

Namings for
Prominent

Facilities and
Programs**

Board of Regents | Board of Regents Board of Regents

Namings for Other
Prominent
Facilities and

Programs***

Chancellor Chancellor Board of Regents

Less Prominent
Facilities and Chancellor

Programs****

Institutional Institutional
President President

* In addition to the approvals specified in this chart, all requests for Corporate
Naming must be forwarded in writing by the institution’s president to the
Executive Vice Chancellor for Academic or Health Affairs (as appropriate), the
Vice Chancellor for External Relations, and the Office of General Counsel; must
be recommended by the Chancellor; and must otherwise comply with specific
guidelines relating to Corporate Naming.

** In addition to the approvals specified in this chart, all requests for naming for
Prominent Facilities and Programs (as defined in Regents’ Rule, Rule 80307)
must be recommended by the Chancellor, the Deputy Chancellor, the Executive
Vice Chancellor for Academic or Health Affairs (as appropriate), and the Vice
Chancellor for External Relations, and must comply with procedures established
by the Office of External Relations. The Vice Chancellor for External Relations,
in consultation with the Executive Vice Chancellor for Academic or Health
Affairs (as appropriate), makes final determinations as to which Facilities and
Programs are considered Prominent.

*** Any naming for Other Prominent Facilities and Programs shall be based on a
set of general guidelines that are reviewed and approved by the Chancellor. The
Vice Chancellor for External Relations, in consultation with the appropriate
Executive Vice Chancellor, makes final determinations as to which Facilities and
Programs are considered Other Prominent.

*** Any naming for Less Prominent Facilities and Programs shall be based on a
set of general guidelines that are reviewed and approved by the Chancellor. The
Vice Chancellor for External Relations, in consultation with the appropriate

Executive Vice Chancellor fer-Academic-or-Health-Affairs (as-appropriate); and

the institutions makes final determinations as to which Facilities and Programs
are considered Less Prominent.

Sec. 1044 Announcements. No institution shall announce the naming
of any Facility or Program prior to the final approval required by
this rule.
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The University of Texas System
Rules and Regulations of the Board of Regents Rule: 80307

3. Definitions
Facilities - all physical facilities and buildings.
Prominent Facilities - all buildings; athletic facilities.;
Oether Pprominent Ffacilities -; areas such as wings and other ef

buildings; major components of buildings-academic, medical,

athletics, and arts facilities, large auditoria, concert halls, atriums
atria, prominent outdoor spaces, and clinics.

Less Prominent Facilities - facilities such as laboratories,
classrooms, seminar or meeting rooms, and patient rooms that the
Vice Chancellor for External Relations, in consultation with the
Executive Vice Chancellor for Academic or Health Affairs, and the
U. T. System institutions, determines are less prominent and
therefore not within the category of Prominent Facilities.

Programs - all non-physical entities.

Prominent Programs - major entities, such as colleges, schools,
academic departments, and clinical divisions and-prominent
. , inst .

Other Prominent Programs - academic and health centers,
programs, institutes, and organized research units.

Less Prominent Programs - academic centers, programs, and
institutes that the Vice Chancellor for External Relations, in
consultation with the Executive Vice Chancellor for Academic or
Health Affairs, determines are less prominent and therefore not
within the category of Prominent Programs.

Corporate Naming - the naming of any Facility or Program after a
corporate or other business-oriented entity.

Prominent Naming - the naming of Prominent Facilities or Prominent
Programs.
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9. U. T. System: Report on strategic Quantum Leaps initiatives

REPORT

Chancellor McRaven will report on implementation of strategic Quantum Leaps initiatives at the
U. T. System.

BACKGROUND INFORMATION

On November 5, 2015, Chancellor McRaven presented his strategic vision and mission for the
U. T. System following a presentation, Leading in a Complex World, a Strategic Approach,
2015-2020. He outlined the following eight Quantum Leaps for the U. T. System:

1. Texas Prospect Initiative

2. The American Leadership Program

w

. Winning the Talent War

N

. Enhancing Fairness and Opportunity

5. The U. T. Health Care Enterprise

(o))

. Leading the Brain Health Revolution
7. The U. T. Network for National Security
8. U. T. System Expansion in Houston

This presentation is the first in a series of periodic updates on the status of implementation of
the eight initiatives.
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10. U.T. System: Approval of allocation of $30 million of Permanent University Fund
Bond Proceeds for the enhancement of the Science and Technology Acquisition
and Retention (STARs) Program to include an allocation of $20 million for
expansion of the Rising STARs program

RECOMMENDATION

The Chancellor, with the concurrence of the Deputy Chancellor, the Executive Vice Chancellor
for Academic Affairs, the Executive Vice Chancellor for Business Affairs, and the Executive Vice
Chancellor for Health Affairs, recommends an allocation of $30 million from PUF Bond Proceeds
be appropriated through the Science and Technology Acquisition and Retention (Faculty
STARs) Program in addition to funds already allocated to that program for Fiscal Year 2016,
with $20 million of the proposed additional allocation to provide funding to build and enhance
research infrastructure to attract and retain the best qualified entry-faculty for a Rising STARs
program and $10 million to be used to further expand the recruitment of senior faculty.

This recommendation is made with the understanding that PUF Bond Proceeds appropriated
must be spent in accordance with the Article VII, Section 18 of the Texas Constitution and may
only be used for the purpose of acquiring land either with or without permanent improvements,
constructing and equipping buildings or other permanent improvements, major repair and
rehabilitation of buildings and other permanent improvements, acquiring capital equipment, and
acquiring library books and library materials.

BACKGROUND INFORMATION

The investment of an additional appropriation for the STARs program will continue the
unprecedented commitment of the Board of Regents toward bringing world-class scholars,
teachers, and researchers to the U. T. System and is supportive of Chancellor McRaven's
strategic initiative Quantum Leap, Winning the Talent War. The recommended appropriation of
$30 million provides for $10 million to the enhancement of the STARs program and $20 million
toward the expansion of Rising STARs.

Through a competitive proposal process determined by U. T. System Administration, funds will
be distributed for the purpose of recruiting or retaining top researchers and to recruit and retain
outstanding entry-level faculty.

The STARs program, created in 2004, has yielded outstanding investment returns through
strengthening the research and teaching faculty across the entire U. T. System. The STARs
program awards are capitalized by an allocation of PUF Bond Proceeds at $30 million annually,
to be available to all U. T. System academic and health institutions, and are supplemented on a
per-recruitment basis through institutional resources. The $100 million investment to date has
yielded a return of more than $650 million.

In 2010, the Board of Regents recognized the need to recruit outstanding faculty at the entry
level, e.g. postdoctoral fellows poised to assume faculty positions or early-state assistant
professors. Initially, Rising STARs was developed with a sub-allocation of $5 million from the
existing STARs program appropriation, for the specific recruitment of promising researchers into
tenure track positions. Rising STARs has strongly persisted over the years, mainly in the health
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institutions due to the increasingly competitive market for emerging health talent. The
recommended new appropriation of $20 million will expand the Rising STARs program to also
include a focus on hiring clusters of great entry-level faculty, coupled with an incentive program
to retain U. T. System's best post-doctoral candidates.

Data from early Rising STARSs recruitment efforts reflect that the $7.5 million investment to date
has yielded a return on investment of $25.7 million. To assure a continued strong pipeline of
talent throughout the U. T. System and the state of Texas, the additional appropriation to STARs
and Rising STARs will sustain the full commitment of the Board of Regents.
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11. U.T. System: Approval of $5 million in additional Permanent University Fund Bond
Proceeds for continued funding of the U. T. System Research Incentive Program

RECOMMENDATION

The Chancellor, with the concurrence of the Deputy Chancellor, the Executive Vice Chancellor
for Academic Affairs, the Executive Vice Chancellor for Business Affairs, and the Vice
Chancellor for External Relations, recommends an additional $5 million of Permanent University
Fund (PUF) Bond Proceeds be appropriated for Fiscal Year 2015 to provide continued funding
for The University of Texas System Research Incentive Program (UTRIP) to enhance and
enrich research infrastructure to benefit the four emerging research institutions designated by
the Texas Higher Education Coordinating Board: The University of Texas at Arlington, The
University of Texas at Dallas, The University of Texas at El Paso, and The University of Texas
at San Antonio.

BACKGROUND INFORMATION

The 81st Texas Legislature authorized the Texas Research Incentive Program (TRIP) to provide
State matching funds for research-oriented philanthropy at the seven emerging research
institutions of Texas, as designated by the Texas Higher Education Coordinating Board. Among
those seven are U. T. Arlington, U. T. Dallas, U. T. El Paso, and U. T. San Antonio. Through the
84th Legislative Session, the Texas Legislature has allocated a total of $291.2 million in TRIP
matching funds for the program.

On August 20, 2009, the U. T. System Board of Regents (Board) authorized Vice Chancellor
Safady to act on behalf of the Board to facilitate the acceptance of gifts by U. T. System
institutions that qualified for matching under the TRIP, as appropriate, and to work closely with
U. T. System institutions to ensure compliance with requirements of the Texas Higher Education
Coordinating Board related to this Program.

On October 12, 2009, the Board appropriated $10 million of PUF Bond Proceeds to provide
one-time matching funds through UTRIP to assist the four U. T. System institutions, identified
above, in leveraging private gifts for the enhancement of research productivity and faculty
recruitment. According to the Texas Constitution, PUF Bond Proceeds may only be used to fund
capital and equipment items related to the educational mission of the U. T. System and the U. T.
System institutions.

The gifts were to be matched using the following criteria:

. Gifts of $500,000 to $999,999 from a single source will be matched at 10% (creating a
matching gift possibility ranging from $50,000 to $99,999)

. Gifts of $1 million to $2,999,999 from a single source will be matched at 20% (creating a
matching gift possibility ranging from $200,000 to $599,999)
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. Gifts of $3 million to $4,999,999 from a single source will be matched at 30% (creating a
matching gift possibility ranging from $900,000 to $1,499,999)

. Gifts of $5 million or greater from a single source will be matched at 50% (with a
matching cap of $2.5 million)

On August 12, 2010, the Board authorized an additional $10 million to continue and extend
UTRIP through December 31, 2011, to benefit the U. T. System's four emerging research
universities subject to the matching requirements approved by the Board on October 12, 2009,
with a modification to allow matches to also be made for gifts with a payment period of up to two
years. The Program could continue with the use of the previously allocated $10 million and the
allocation of an additional $10 million for a total of $20 million.

On February 9, 2012, the Board authorized another $10 million to continue and extend UTRIP,
subject to the matching requirements approved by the Board on October 12, 2009, and modified
on August 12, 2010. The Program could continue with the use of the previously allocated

$20 million and the allocation of an additional $10 million, for a total of $30 million.

Again on May 15, 2014, the Board authorized an additional $10 million to continue and extend
UTRIP, subject to the matching requirements approved by the Board on October 12, 2009,
and modified on August 12, 2010. The Program could continue with the use of the previously
allocated $30 million and the allocation of an additional $10 million, for a total of $40 million.

The four U. T. System institutions have greatly benefited from these programs, and the
leveraging of private gifts for the enhancement of research productivity and faculty recruitment
has resulted in more than $143 million secured from the Coordinating Board's TRIP funds. The
funding made available through the Board's UTRIP fund has further leveraged private gifts.
Since the Board authorized UTRIP, over $142 million in private gifts have been submitted for
matching and $40 million in matching UTRIP funds have been paid or committed by the U. T.
System.

Of the $40 million of UTRIP funds, U. T. Arlington has received $4,144,599, U. T. Dallas has
received $27,898,562, U. T. El Paso has received $3,717,243, and U. T. San Antonio has
received $4,239,596, so that the current balance of UTRIP funding has now been fully
exhausted. Continued funding is important to ensure momentum with current gift negotiations.
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12. U.T. System: Report on development performance for the U. T. System institutions

REPORT
Vice Chancellor Safady will report on development performance of the U. T. System institutions

for Fiscal Year 2015 and make recommendations for advancing philanthropic support, using the
PowerPoint presentation set forth on the following pages.
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U. T. System Development
Assessment FY 2015

Dr. Randa Safady, Vice Chancellor for External Relations

U. T. System Board of Regents’ Meeting
February 2016
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Philanthropy and the U.T. System

Results and Impact

Where We Are at Risk

Mitigating Risk

Desired Outcomes
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Results and Impact
Overall Giving and Cash Received FY 2011-FY 2015
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Results and Impact
Overall Giving by Type of Institution

Academic
Health 1 2 3

g THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU
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Results and Impact
Individual Donor Count

243,218

226,968

143,352 140,720 138817 168,114

FY 2011 FY 2012 FY 2013 FY 2014

B Alumni Donors B Other Individual Donors

THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU

264,979

187,570

FY 2015
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Results and Impact
Individual Donor Count (cont.)

« Giving by individuals, family foundations, and bequests

represents 87% of total giving nationally (Giving USA)

« Major gift donors often begin their philanthropy by making

annual gifts over several years (Ruffalo Noel Levitz)

« Loyalty and consistency are qualities of major gift donors

,,,,,,,,,
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Results and Impact
Sources of Gifts

® Alumni = Non-Alumni

THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU

m Corporation

m Foundation

m Other
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Results and Impact
FY 2015 Designation of Funds

Academic Programs 33%
Student Financial Aid 30%
Research 28%
Faculty/Staff 7%

m Current Operations (Unrestricted)

m Property, Buildings, and Equipment

¢ THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU

Research 61%
Academic Programs 11%
Athletics 8%
Student Financial Aid 5%

m Current Operations (Restricted)

® Endowment
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Results and Impact
FY 2015 Endowment Distributions

 Distributions from endowments previously
established by philanthropic gifts

— UTIMCO Long Term Fund (LTF) distributions $317M
— U. T. System affiliated foundations distributions $21.9M

,,,,,,,,,
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Results and Impact

« $1.19B cash for use by U. T. System institutions in
FY 2015:

— Cash received from outright gifts $855M
— Long Term Fund $317M (market value $6.8B)
— Affiliated foundations $21.9M (market value $685.5M)

« $1.19B is equivalent to 7.5% of U. T. System’s Operating
Budget Revenue total of $15.9B

,,,,,,,,,
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Results and Impact
Return on Investment in Development

* Return on investment based on cash received as reported
in the Voluntary Support of Education (VSE) Survey

— FY 2015 ROI $8.33
— FY 2011-FY 2015 average ROl $9.17

,,,,,,,,,
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Where We Are at Risk

« With giving nationally around 2% gross domestic product, a poor
economy is a risk we cannot control

« Unbalanced fundraising programs
* Funding for development

« Technology and analytics

« Competition for support

« Frontline development officers and other key positions

» Leadership and succession planning

,,,,,,,,,

g THE UNIVERSITY of TEXAS SYSTEM
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Where We Are at Risk
Unbalanced Programs

)y -

Deferred
Gift

A
A
A
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Where We Are at Risk

Funding Development

« The national average for development program budget is
1.4% of an institution’s Educational and General
Expenditures (Eduventures)

* Only three U. T. System institutions have met or
exceeded the national average
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Where We Are at Risk
Technology and Analytics

« High demand for analysts in all industries

— Development requires qualified staff members who can gather
and analyze relevant data to offer program strategies

« Use of predictive analytics to guide frontline officers

« Strategic use of technology to communicate with donors
and engage them through multi-channel fundraising

,,,,,,,,,
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Where We Are at Risk
Competition for Support

* More than 1.5 million nonprofit organizations are
registered in the U.S. according to the National Center
for Charitable Statistics (NCCS)

* Importance of telling our story clearly and in a compelling
fashion to distinguish U. T. System institutions from
others

« Communications and development must work together

,,,,,,,,,
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Where We Are at Risk

Frontline Officers and Other Key Positions

« One in four principal or major gift officers at higher education
institutions left their posts last year

« On average, major gift officers do not achieve their productivity
potential until sometime between their two and three-year mark

« The average tenure for major gift officers hovers around the 3.5 year
mark

« At any given time, about half of the major gift officers are not
producing at their potential and will leave before they ever do

,,,,,,,,,
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Where We Are at Risk

Leadership and Succession Planning

* |n a national study, half of all chief development officers plan to
leave their jobs in two years or less

« Development is an unknown career field for many

— The first undergraduate degree in philanthropy was granted in 2012
at Indiana University Lilly Family School of Philanthropy

— Most related programs are in nonprofit management and are often a
certification program at a master’s level

— No U. T. System institution offers an undergraduate degree in
philanthropy
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Mitigating Risk

The Office of External Relations and its Center for Enhancing

Philanthropy offers customized and collaborative services based on the
data and input from institutional leaders

Customized services for institutions

Annual Development Reviews
Action Plans, when requested, to develop a 3-5 year strategic development plan

Strengthen institutional business plan for development and align with president’s
vision

Tailored training and support for staff, programs, deans, and others

:‘:-.- THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU
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Mitigating Risk

Customized Services - Annual Development Review

Overall Giving and Cash Received

$100
$80
$66.5
w60
[ =
s
3 540 7 555.6

$20| 929. $31.7

$23.3 5206

FY2010 FY20M FY2012 FY208 FY201
m Crverall Glving m C 3ch Received

Cwerall giving and cash received reached
record highs in FY2014

Cash recerved has increased 263% since
FY 2005

-FEFJIII.'IS $273M raised on $200M goal

THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU

Top 12 Gifts
with percentage of cash received

0
0%
£2.98
5.37%

57.21
12.97%

Millions

[#] 5 10 15 20 25 30 22 40
Becquest B Foundation
I Corporation I cividual

Largest three gifts fom each of the above
categories totals 83% of all cash received

Gifts from individuals are the leading source of
large gifts

Mo large gifts from bequests in FY2014

B - Redacted
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Mitigating Risk

Customized Services - Annual Development Review (cont)

&8 3% of

Source of Gifts

3.9%

givirgg from individuals in FY2014 exceeds

I free year average of 41%

Mon-alumni donors counted for more than half of

Ml giving

THE UNIVERSITY of |

WWW.UTSYSTEM.EDU

Designation of Gifts

0.3%

Cument

Urrgstriched

Current
Pespreted

-lerd
FropHag o
Emcleywrment

e gt S Reuricied

28.5% of cash neceived designated for current
OpErations

More than half of the amount raised went
towards endowment

Appreciated Assets

Tetal Number

[=]

L] 200 00 400 500

Total §

Millions
Q 5 4] B X ¥ 33 ¥ 40

o I Feer Average

Il cutperformed peers in bath number and
ampunt of appreciated assets

B v second among UT institutions in numiber of
gilts and amount from appreciated asels

Gifts to Endowment

0 Fragid FYaon FrXe Fra20n FYow

Exceptional growth in the amount given for
endowments.

B - Redacted
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Mitigating Risk

Customized Services - Annual Development Review (cont)

Individual Donor Count
100%
B0%
60%
40%
re i 56% [l 50% [l 48% [l 48% Jll 49%

0% Eva010  FY201  FY2012  FY208  FY204

(2505) (2634)  (3649) (3545) (3210
Al - Mon=Alumini

Individual donor count continued a slight
downward decline over the past two years

WWW.UTSYSTEM.EDU

Alumni Data FY2014

Aumni of Record 81,386 w
Alurnni Donors 1,694 14,855
Alurnni Danor Growth
FY 2010-FY 204
Algmni Participation 2.1% 9.2%
Adurnini P :
P weee 110 (R
Amount of Giving 558M  511.6M
Average Gift 3
(cent e szor (SR

Alumni participation continued a downward
trend for the past two years

While participation declined overall, alumni
giving amount increased to its all time high
of $3.8M.
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Mitigating Risk
Customized Services - Annual Development Review (cont)

Investment in Development & ROI

Fundrai F t TOTAL EXPENDITURES
1 I 25 mg anE LOPMEN] REPORT $564M|H FY2014
e S umu seoM S suM saM  ssou $ 3. O M Fr2014 Bunger
CashRecetved  $17.5M $54.4M S15M $20M S25M $30M
oot o0 am o s awo 1w O.7 %ok trmimies
Pepron®  aw  imw  me  aw  om  ex () /... CASH RECEIVED
S R N 9 a 8 / () AS % OF EXPENDITURES
-e:-:ce.eded fundraising projections for FY2014 but did not meet donor count and alumni S 1 4 DHLMHS RMSED PER
participation targets [“]LL&H IHHESTEU

Projections for FY2015 lower than projections for FY2014

$4 2 M\ Fr2o15 Buner

B - Redacted
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Customized Services - Annual Development Review (cont)

National Key Performance Indicators

INSTITRITIENS WATH A ISSTITUTHONS WITH &
GATING LEWEL 0F 575 45M GIVINE LEWEL OF ©50-72u
SM SVl TotDeveiopment FTE 72 54 93
GI¥ING LEVEL: Frontine FTE 28
DETERMINED BY NEW CASH, - s s
WEW PLEDGES, ANO DEFERRED Deveiopment M oM 11.8M
GIFTS AT PRESENT VALUE Budget = = :

BASED DN EDWVENTURES MARACING RETURMS PERTIRMANCE MOICATDRS BERCHMARKS

Develepment budget at 0.7% of E&G is under the national
average of 1.4% and considerably below that of institutions raising
£25-40M (58.1M) and $50-74M (311.8M)
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Average for dollars raised per dollar invested of $14.08 is very
positive and exceeds national average of $5.74 for peer
nstitutions

THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU

Observations & Suggestions:

& Truly an exceptional year for Jwith
recwd-hreatﬁg results

# Large gifts from individuals were the
determining factor in the banner year

& Planned Giving program just beginning 1o
show progress

# Declining donor count indicates annual
giving program and strategy should be
reviewed

& High ROl may indicate not ail rams
are being funded adequately. nding
on the review of the annual giving and
alumni programs and strategies, more
resources may be warra for those
programs

o I couid berefit from a post-campaign
review o measune cutcomes and
performance, and 1o prepare for
sustainable fundraising following the
Lampagn

® Special project initiatives will guide staff
and donors in philanthropic
priorities for

B - Redacted
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Mitigating Risk

Collaborative Services — Advancement Academy Year One

Nine professionally developed and facilitated workshops

94% of workshops rated Very Good or Excellent

394 total participants representing all U. T. System institutions
$227,000 saved in training costs by U. T. System institutions

Workshops featuring use of technology and analytics,
development communications, leadership/management,
fundraising programs and skills, constituent relations

,,,,,,,,,
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Collaborative Services - Talent Management

e “Grow Our Own” program
— Student internships to discover careers in philanthropy

— Multi-day immersion program for others currently in the work force/veterans
to be exposed to development careers

— Boot Camp for new hires and newly promoted

9/ - Yoog epuaby

e Succession planning opportunities

— Identify current staff members with leadership potential and groom them for
future leadership roles

— Offer human resources and development leadership best practices/training
to recruit and retain quality development professionals

g THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU
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Mitigating Risk
Collaborative Services - Engage Chief Financial and
Human Resource Officers

* Encourage investment in development at appropriate levels for a multi-
year period

« Consider ways to fund development that are unique to the U. T. System

« Share ways to positively show philanthropic impact at the institutional
level

« Develop with HR officers a new career path progression for current
development staff members to improve retention and help shape
recruitment strategy for millennials, who will be 50% of our workforce by
2020
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Desired Outcomes for U. T. System Institutions

Increased philanthropic gifts for institutional priorities
Balanced, data-driven and well-funded fundraising programs

Well-trained, retained and talented frontline officers and leaders who see
U. T. System institutions as career destinations

A pipeline of new development talent through internships and academic programs
in philanthropy

Clear and compelling messages effectively delivered

Greater institutional emphasis on a culture of philanthropy

Donors meaningfully engaged

g THE UNIVERSITY of TEXAS SYSTEM

WWW.UTSYSTEM.EDU
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13. U.T. Austin: Discussion and appropriate action regarding proposed reallocation of
a portion of the Available University Fund (AUF) allocated to U. T. Austin, from use
to support online and on-campus enroliment growth to use for other strateqgic
purposes to benefit U. T. Austin

RECOMMENDATION

With the concurrence of the Deputy Chancellor, the Executive Vice Chancellor for Academic
Affairs, the Executive Vice Chancellor for Business Affairs, and President Fenves, the
Chancellor recommends the U. T. System Board of Regents reallocate up to $40 million of the
$56.4 million of Available University Funds (AUF) funding previously allocated to U. T. Austin on
August 21, 2014, from use to support online and on-campus enrollment growth to use for other
strategic purposes for the benefit of U. T. Austin.

BACKGROUND INFORMATION

On August 21, 2014, the Board of Regents approved a special one-time distribution from the
Permanent University Fund (PUF) into the AUF for Fiscal Year 2014 in an amount equal to
an increase in the distribution rate from the PUF of 1.5%. That distribution was approved by
the Board in lieu of an in-state tuition increase for undergraduate students at the academic
institutions, and was to be used to support online and on-campus enroliment growth at the
academic institutions. The approved additional distribution resulted in an allocation of

$56.4 million of AUF funding to U. T. Austin, and an allocation of $68.9 million for the other
academic institutions.

U. T. Austin plans to use a portion of the funding to implement an Extended Campus Proposal
and estimates the cost at approximately $20.3 million. Approval to reallocate an amount not to
exceed $40 million for other permissible purposes for the benefit of U. T. Austin will allow the
President additional flexibility for strategic purposes.
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TABLE OF CONTENTS
FOR

COMMITTEE

Committee Meeting: 2/10/2016

Board Meeting: 2/11/2016
Galveston, Texas
Jeffery D. Hildebrand, Chairman
Ernest Aliseda
David J. Beck
R. Steven Hicks
Brenda Pejovich

AUDIT, COMPLIANCE, AND MANAGEMENT REVIEW

A. CONVENE JOINT MEETING WITH FINANCE AND

PLANNING COMMITTEE

U. T. System: Report on the Fiscal Year 2015 Annual
Financial Report, including the report on the U. T. System
Annual Financial Report Audit, and audits of U. T. M. D.
Anderson Cancer Center, U. T. Southwestern Medical
Center, and U. T. Medical Branch - Galveston financial
statements and for funds managed by The University of
Texas Investment Management Company (UTIMCO)

ADJOURN JOINT MEETING

CONVENE MEETING OF THE AUDIT, COMPLIANCE, AND
MANAGEMENT REVIEW COMMITTEE IN OPEN SESSION
TO CONSIDER AGENDA ITEMS

U. T. System Board of Regents: Discussion and
appropriate action regarding Consent Agenda items, if
any, assigned for Committee consideration

U. T. System: Approval of non-audit services to be
performed by U. T. System’s external audit firm, Deloitte &

Touche LLP, for a U. T. Austin comprehensive business
plan project

U. T. System Board of Regents: Approval to hire auditor to
provide financial auditing services for Fiscal Year 2016
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Committee Board Page
Meeting Meeting
5. U.T. System: Discussion on Systemwide audit activities, 11:10 a.m.
including a report on the Faculty Academic Workload Audit Report/Discussion  Not on 86
and the audits of travel and entertainment expenses for Mr. Peppers Agenda

chief administrators and executives and an update on the
status of Priority Findings and the Annual Audit Plan

6. U.T.System Board of Regents: Report on the Risk Finance 11:20 a.m.

and Risk Control Programs administered by the Office of Report/Discussion  Not on 90
Risk Management Mr. Dendy Agenda

7. U.T. System: Report on U. T. System medical billing 11:35a.m.
compliance activities Report/Discussion  Not on 111

Mr. Dieter Lehnortt, = Agenda
U. T. Southwestern
Medical Center

D. ADJOURN 11:45a.m.
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1. U. T. System: Report on the Fiscal Year 2015 Annual Financial Report, including
the report on the U. T. System Annual Financial Report Audit, and audits of U. T.
M. D. Anderson Cancer Center, U. T. Southwestern Medical Center, and U. T.
Medical Branch - Galveston financial statements and for funds managed by The
University of Texas Investment Management Company (UTIMCO)

REPORT

See Item 9 beginning on Page 241 of the Finance and Planning Committee.
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2. U. T. System Board of Regents: Discussion and appropriate action reqgarding
Consent Agenda items, if any, assigned for Committee consideration

RECOMMENDATION

No Consent Agenda items are assigned for review by this Committee. The Consent Agenda
begins on Page 426.
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3. U. T. System: Approval of non-audit services to be performed by U. T. System’s
external audit firm, Deloitte & Touche LLP, for a U. T. Austin comprehensive
business plan project

RECOMMENDATION

It is recommended that approval be given by the Audit, Compliance, and Management Review
Committee (ACMRC) for U. T. System's external audit firm, Deloitte & Touche LLP, to perform
non-audit services for U. T. Austin as part of a comprehensive business plan project related to
the transformation of health care delivery. Non-appropriated funds will be used for this contract.
Additional information on this project was provided to the members of the Board prior to the
meeting.

BACKGROUND INFORMATION

Regents' Rule 20402, Section 2.1 states, "The U. T. System and the institutions may not engage
the external audit firm to perform non-audit services unless the proposed engagement is
reviewed and approved by the ACMRC." Section 2.2 states that the ACMRC Chairman may
delegate authority to grant the approval to any ACMRC member, after which the decision

made shall be presented to the full ACMRC at the next Committee meeting. Vice Chairman
Hildebrand, as ACMRC Chairman, provided delegated approval for this project prior to the
meeting.

The current external audit firm engaged by the U. T. System Board of Regents to provide audit

services is Deloitte & Touche LLP. Audit services are those provided for the purpose of
expressing an opinion on the financial statements of U. T. System or any of the institutions.
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4, U. T. System Board of Regents: Approval to hire auditor to provide financial
auditing services for Fiscal Year 2016

RECOMMENDATION

Chairman Hildebrand recommends to the Audit, Compliance, and Management Review
Committee (ACMRC) that he, as Chairman of the ACMRC and working with the Chancellor
and appropriate U. T. System staff and pursuant to the request for qualifications (RFQ), be
authorized to select an external firm to provide independent auditing services for the U. T.
System based on input from the selection committee and appropriate U. T. System staff.

It is further recommended that the Chancellor be authorized to approve the allocation of funding

in a reasonable amount, as he determines necessary, and negotiate and enter into an auditing
services contract with the selected firm.

BACKGROUND INFORMATION

On August 12, 2010, the Board of Regents authorized U. T. System staff to negotiate and enter
into an auditing services contract with Deloitte & Touche LLP to perform Fiscal Year 2011
financial statement audits for U. T. System. The original one-year contract was renewed for an
additional four years and expires on February 28, 2016.

As requested by the ACMRC, U. T. System plans to issue a Request for Qualifications (RFQ)
for independent auditing services in late January 2016.
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5. U. T. System: Discussion on Systemwide audit activities, including a report on the
Faculty Academic Workload Audit and the audits of travel and entertainment
expenses for chief administrators and executives and an update on the status of
Priority Findings and the Annual Audit Plan

REPORT

Chief Audit Executive Peppers will present the results of the Faculty Academic Workload Audit
and the audits of the travel and entertainment expenses for chief administrators and executives.
Details on the results of these engagements were provided to the members of the Board prior to
the meeting.

Mr. Peppers will also report on the status of Systemwide Priority Findings, using a PowerPoint

presentation set forth on the following pages. The FY 2016 Systemwide annual audit plan status
as of November 30, 2015, was also provided to the members of the Board prior to the meeting.

BACKGROUND INFORMATION

A Priority Finding is defined as “an issue identified by an audit that, if not addressed timely,
could directly impact achievement of a strategic or important operational objective of a U. T.
System institution or the U. T. System as a whole." A Priority Findings Matrix is used by the
chief audit executives to aid in the determination of a Priority Finding. The matrix provides three
categories of standard factors to consider, each alone with the potential to result in a Priority
Finding. They are: Qualitative Risk Factors (evaluates the probability and consequences across
seven high risks), Operational Control Risk Factors (evaluates operational vulnerability to risks
by considering the existence of management oversight and effective alignment of operations),
and Quantitative Risk Factors (evaluates the level of financial exposure or lost revenue).
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U. T. Systemwide Priority Findings

Mr. J. Michael Peppers, U. T. System Chief Audit Executive

U. T. System Board of Regents’ Meeting
Audit, Compliance, and Management Review Committee
February 2016
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Priority Findings Status as of December 31, 2015
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Changes Since Last Report

Reported Reported

Nov 2015 Implemented New Feb 2016
IT related Priority Findings 15 (1) 14
Non-IT related Priority Findings 6 (1) 2 7

Total Priority Findings 21 (2) 2* 21

Past due Priority Findings 0 (0) 0

*New Priority Findings — One Research related finding (risk factors — compliance and life safety) at U. T. Austin and one Academic
Support related finding (risk factors — reputation, compliance, accomplishment of management’s objectives, and operational oversight/
alignment) at U. T. System Administration.

Sl . THE UNIVERSITY of TEXAS SYSTEM
Fenliontird] [ epslladlis

W 20 Ning Uaiersitier. Si Huclh Inatitutions. Unbmsited Popsbbtion

wWww.UTSYSTEM.EDU
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Audit, Compliance, and Management Review Committee

6. U. T. System Board of Regents: Report on the Risk Finance and Risk Control
Programs administered by the Office of Risk Management

REPORT
Executive Director Dendy will report on the property and casualty Risk Finance and Risk Control
Programs administered or coordinated by the Office of Risk Management, including property
conservation, environmental health and safety, and emergency management.

A PowerPoint presentation is set forth on the following pages.

BACKGROUND INFORMATION

The mission of the Office of Risk Management (ORM) is to provide high quality risk
management services, resources, and leadership that create value and support U. T. System's
mission of excellence in education, research, healthcare, and public service.

The framework of the U. T. System risk management program consists of assessment, control,
finance, communication, and monitoring. The program is governed by executive leadership and
direction from the Risk Management Executive Committee.

This report will provide a summary of the self-insured and commercial insurance programs,
including the Comprehensive Property Protection Plan, Rolling Owner Controlled Insurance
Program, Cyber Liability Plan, Directors and Officers Liability Plan, Workers' Compensation
Insurance, Unemployment Compensation Insurance, and International Risk Management
Programs. The report will also provide an overview of the Risk Control Programs, including
Environmental Health and Safety, Emergency Management, and Property Conservation.
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Office of Risk Management
Risk Finance and Risk Control Programs

Mr. Phillip Dendy, Executive Director, Risk Management and
Systemwide Compliance Officer ad interim

U. T. System Board of Regents’ Meeting
Audit, Compliance, and Management Review Committee
February 2016

www. UTEYSTEM.20D
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Mission

It is the mission of the Office of Risk Management (ORM)
to provide high quality risk management services,
resources, and leadership that create value and support
The University of Texas System’s mission of excellence in
education, research, healthcare, and public service.

www. UTEYSTEM.20D
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Operational Exposures (FY 2015)

 Employee headcount - 114,605

« Student Enrollment - 217,112

« Total Insured Values (TIV) - $32 billion

e Gross square feet - 99 million

« Construction values in progress - $2.8 billion

« Faculty/staff/student international trips - 17,000
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Governance

Risk Management Executive Committee (RMEC)
Risk Management Advisory Committee (RMAC)

Environmental Health and Safety Advisory Committee
(EHSAC)

Emergency Management Committee (EMC)
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Risk Finance Programs

* Administration of Risk Finance Programs

— Automobile, Property, and Liability (APL)

— Comprehensive Property Protection Plan (CPPP)

— Rolling Owner Controlled Insurance Program (ROCIP)
— Cyber Liability Program (CLP)

— Unemployment Compensation Insurance (UCI)

— Workers’ Compensation Insurance (WCI)

International Risk Management Programs
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Risk Control Programs

« Environmental Health and Safety
 Emergency Management

* Property Conservation

* Claims Coordination

www. UTEYSTEM.20D
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Additional Risk Management Services

« Exposure assessments

« Traditional insurance procurements

« Contract review

* Accounting and self-insurance fund administration
* Risk Management Information System

www. UTEYSTEM.20D

291IWIWOD MBIADY Juswabeuep pue ‘@oueldwod QIpny - sjuabay Jo preog WLlSAS “1 "N 8y Jo Bunssy 9107 ‘TT-0T Aeniged



86 - X00g epuaby

Comprehensive Property Protection Plan

« Fire and All Other Perils 2015 — 2016 CPPP Master Program
(AOP)

~ $1 billion limit . FiRE + Ack
$5 ” d d t bI EXCLUDING NAMED WINDSTORM
- million deauctiple

 Named Windstorm oo
—  $495 million total limits, including FIRE + AOP
Texas Windstorm Insurance ORI HENER MBSO
Association (TWIA) and National = ssom
Flood Insurance Program (NFIP)

NAMED WINDSTORM DEDUCTIBLE

—  $50 million or 5% deductible $5M FIRE + AOP DEDUCTIBLE
— TWIA and NFIP losses erode $250K INSTITUTIONAL DEDUCTIBLE
CPPP deductible
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Rolling Owner Controlled Insurance Program

ROCIP provides workers’ compensation, general liability, and
excess liability insurance coverage for designated U. T. System
construction projects.

« Lower costs due to bulk purchasing and favorable claims experience

« Consistency of insurance provided on each project and for all contractors
and subs

« Enhanced safety and loss control
« Over $9 billion in total construction values enrolled since inception (1998)
« Over $50 million estimated savings since inception (all phases)

www. UTEYSTEM . 20D
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Cyber Liability Program

In collaboration with the RMEC, RMAC, Chief Information
Security Council and the Chief Information Officers, the CLP
was incepted on September 15, 2015.

The CLP provides $50 million aggregate coverage for:
* Network security and privacy liability

* Regulatory liability

- Breach response costs

* Cyber extortion

* Other coverages

www. UTEYSTEM . 20D
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Unemployment Compensation Insurance

UCI is a self-insurance plan that assists workers who become
unemployed through no fault of their own.

» Lowest fiscal year expenditures
since FY 2008

* 11% decrease in claims from
FY 2014

* Average U. T. System cost per
employee in FY 2016 is $54
compared to experience rated
Texas employers, $117 per
employee

www. UTEYSTEM.20D
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mmmmm U. T. System UCI Expenditures
e . T. System Cost Per Employee

FY 2010  FY 2011 FY 2012  FY 2013 FY 2014 FY 2015 FY 2016

- $200.00

- $160.00

- $120.00

- $80.00

- $40.00

$-

=== TX Average Cost Per Employee
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Workers’ Compensation Insurance

WOCl is a self-insurance plan that provides medical coverage and
income benefits to U. T. System employees who are injured in
the course and scope of their employment.

r $0.40

* Lowest fiscal year expenditure in over
20 years, $3.6 million

« Claims managed by third party
administrator

* Certified WCI Health Care Network to
control medical costs

» Collaboration with loss control

* Return to Work programs . .

° Favorable rate Comparison tO peers FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016

mmmm U, T. System WCI Expenditures e=f==J. T. System WCI rate
=== SORM Higher Ed WClI rate

r $0.35

- $0.30

&~
N

- $0.25

- $0.20

Millions

F $0.15

&
[N}

- $0.10

- $0.05

www. UTEYSTEM . 20D
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International Risk Management Programs

» International Travel (FY 2014)
— 11,118 employee trips
— 6,081 student trips
— 151 countries visited

* International Oversight
Committee Activity

— 1,456 requests reviewed
for travel to restricted
regions

www. UTEYSTEM . 20D

FY 2014 INTERNATIONAL TRAVEL TRIPS BY REGION

Number of Trips

Central Asia,
128, 1%

East and
AJ.ETTEI“E- Couthaast Asia.
DCBEII'IIH. “5. m 1&*

3%
Antarctica, 7,

0%
Africa, 597, 3%

South Asia, 425,
2%

Middle East,
127, 4%
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International Risk Management Programs (cont.)

* International medical and security emergency assistance
— Global 24 hour assistance
— Online/automated travel advisors
— Travel tracker

« Blanket Student Accident and Sickness Policy
« Foreign Package Insurance Policy
— Foreign workers’ compensation

— Foreign general liability
— Foreign auto liability

« Defense Base Act

www. UTEYSTEM . 20D
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Emergency Management

Assist institutions with requirements of
UTS172 — Emergency Management and
Texas Education Code Section 52.217

Interface with Texas Division of Emergency
Management and the Department of Public
Safety

Administer Systemwide contracts for
disaster recovery

Conducted safety and security audits at
eight institutions in FY 2015

WWW. UTEYSTEM. 20D
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Property Conservation

« Coordinate carrier and property engineer visits and surveys

* In 2015, surveyed 108 buildings with combined TIV over
$6.1 billion

« 877 recommendations made since 2003

« 522 recommendations closed with a projected loss
avoidance of $6.2 billion

* Focused flood exposure analysis to determine need for
new NFIP coverage
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Systemwide Environmental Contracts

« Leverage purchasing power and provide enhanced services

Includes $3,000,000.00 -
— Hazardous waste $2,500,000.00 1
— Low-level radioactive $2,000,000.00 -
waste $1,500,000.00 -
— Emergency spill $1,000,000.00
response $500,000.00 -
— Medical/biological waste 50.00

— Environmental services

www. UTEYSTEM.20D

1 $841,488

$2,553,895
$2,182,816

$2,474,888

$1,819,013 m U. T. Contract Pricing

$1,249,944 B Comparative Contract
Pricing
B Non-Contract Pricing

Medical Waste Hazardous Waste
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Claims Coordination

Oversee and coordinate claims
process

Works with General Counsel and
Attorney General on claim
litigation

Administers contracts for:

— Disaster response (flood and
water intrusion, fire/smoke,
Federal Emergency Management
Agency assistance, salvage)

WWW.UTSYSTEM.EDD
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Resource Allocation Program (RAP)

«  $51 million has been distributed through RAP

* Funds used for risk management and safety initiatives
that are outside current budgets
— Occupational safety programs
— Strain and sprain prevention
— Laboratory safety initiatives
« Systemwide initiatives
— Systemwide training
— National Fire Protection Association
— Risk Management Conference

www. UTEYSTEM . 20D
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Cost of Risk

Cost of risk is a method of representing the financial performance

of risk management programs.

* Includes fixed costs such as commercial and self-insurance premiums
« The cost of risk in FY 2015 was approximately $35 million (increase of only 1%
since 2011)

25% -

20% -

15% -

10% -

5% A

0% -

-5%

Total Insured Value-TIV, 25%
Operating Budget, 22%

=) Gross Sq Ft, 11%

Headcount, 8%

Enrollment, 3%
- Cost of Risk, 1%

FY 2011 FY 2012 FY 2013 FY 2014

www. UTEYSTEM.20D

FY 2015
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Audit, Compliance, and Management Review Committee

7. U. T. System: Report on U. T. System medical billing compliance activities

REPORT

Mr. Dieter A. Lehnortt, Director of Billing Compliance at U. T. Southwestern Medical Center and
current Chair of the U. T. System Medical Billing Compliance Advisory Committee (MBCAC), will
provide an update on the current activities, emerging issues, and work plan of the MBCAC. A
PowerPoint presentation is set forth on the following pages.

BACKGROUND INFORMATION

Medical billing is an area of significant risk to any entity involved in billing for medical services.
Considerable monetary penalties, program exclusion, and strict regulatory corporate integrity
agreements are examples of actions that can result from non-compliance with medical billing
rules. U. T. System seeks to more proactively standardize its billing practices, ensure an
effective system of compliance, and exhibit national leadership in this area.

The U. T. Systemwide Executive Compliance Committee has charged the MBCAC with studying

and making recommendations with regard to best practices in the area of medical billing
compliance for the U. T. System institutions.
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U. T. System Medical Billing Compliance
Advisory Committee Report

Mr. Dieter A. Lehnortt, Director, Billing Compliance,
U. T. Southwestern Medical Center

U. T. System Board of Regents’ Meeting
Audit, Compliance, and Management Review Committee
February 2016
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U. T. System Health Institution Facts

« Four medical schools, two dental schools, three nursing

schools, four biomedical science graduate schools, four
schools of health professions, plus schools of biomedical
informatics and a school of public health

« More than 6.78 million outpatients visits (physician) annually
* More than 1.38 million patient days (hospital) annually
« FY 2016 budget - $6.8 billion (estimated) in insurance and

patient payments
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Purpose and Background

« Medical billing is an area of significant risk to any entity
Involved in providing medical services to patients

« Significant penalties can result when there is noncompliance
with medical billing rules

* The U. T. Systemwide Executive Compliance Committee in
2009 charged the Medical Billing Compliance Advisory
Committee (MBCAC) with studying and making
recommendations with regard to best practices in billing
compliance
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MBCAC Membership

« The Chief Compliance Officer or his/her designee from each
of the six U. T. System health institutions

« Members have functional expertise in medical billing
compliance and are accountable for the effectiveness of their
respective billing compliance programs

« At least one member from the U. T. Systemwide Compliance
Office

* Representative from the U. T. System Office of Health Affairs
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MBCAC Responsibilities

* Develop an annual work plan to address key billing
compliance issues/risks

« Convene quarterly in-person or telephonic meetings

 |dentify opportunities to leverage available billing compliance
audit software systems to effectively monitor billing
compliance risks

www. UTEYSTEM . 20D
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FY 2015 Accomplishments

* Developed a model policy addressing cloned documentation

« Conference calls with Texas Medicare contractor (Novitas)
leadership to discuss documentation cloning concerns

* Developed institutional monitoring plans to address clinical
trial billing compliance risks

 |dentified opportunities for enhancing inter-institution
communications on clinical trial billing compliance activities

www. UTEYSTEM . 20D
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FY 2015 Accomplishments (cont.)

* Revised the audit approach and timeframe for conducting

professional services audits

« Developed and implemented a quality assurance process to

ensure the accuracy of audit work performed

 Worked to ensure operational readiness for conversion to a

new diagnosis coding system (ICD-10)

www. UTEYSTEM . 20D
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FY 2016 Priorities

« Assist in the development of a competitive solicitation to

procure needed billing compliance audit software systems

» Successfully implement new billing compliance audit software

systems by fiscal year end

« Ensure an effective policy addressing cloned documentation

Is created and implemented at each health institution

« Develop best practices for monitoring both clinical trial billing

and ICD-10 coding compliance
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FY 2016 Priorities (cont.)

Review and make recommendations for needed
updates/enhancements to U. T. System Guiding Principle
documents

Develop recommendations for reporting meaningful billing
compliance audit result metrics to U. T. System

Collect and share information about the organizational
structure, staffing, and audit priorities for the billing
compliance group at each health institution
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

FOR

TABLE OF CONTENTS

FINANCE AND PLANNING COMMITTEE

Committee Meeting: 2/10/2016

Board Meeting: 2/11/2016

Galveston, Texas

R. Steven Hicks, Chairman
David J. Beck

Wallace L. Hall, Jr.

Jeffery D. Hildebrand

Sara Martinez Tucker

A. CONVENE

1. U.T. System Board of Regents: Discussion and appropriate

action regarding Consent Agenda items, if any, assigned for
Committee consideration

2. U.T. System: Key Financial Indicators Report and Monthly
Financial Report

3. U.T.System: Report on the Analysis of Financial Condition
for Fiscal Year 2015

4. U.T.System: Approval of amendment to Budget Rules
and Procedures including raising the threshold for budget
amendments requiring Board or U. T. System Administration
approval and changing the requirements for Board or U. T.
System Administration approval for budget actions involving

certain personnel

5. U.T. System: Approval of the Fiscal Year 2017 Budget
Preparation Policies and Calendar for budget operations

6. U.T.System Board of Regents: Report on activities of the
University Lands Advisory Board
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U. T. System Board of Regents: The University of Texas
Investment Management Company (UTIMCO) Performance
Summary Report and Investment Reports for the quarter
ended November 30, 2015

U. T. System Board of Regents: Approval of an Accreditation
Program for Texas State Agencies and Group Purchasing

Organizations (GPO Accreditation Program)

CONVENE JOINT MEETING WITH AUDIT, COMPLIANCE,
AND MANAGEMENT REVIEW COMMITTEE

U. T. System: Report on the Fiscal Year 2015 Annual

Financial Report, including the report on the U. T. System
Annual Financial Report Audit, and audits of U. T. M. D.
Anderson Cancer Center, U. T. Southwestern Medical Center,
and U. T. Medical Branch - Galveston financial statements
and for funds managed by The University of Texas Investment
Management Company (UTIMCO)

ADJOURN
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1. U. T. System Board of Regents: Discussion and appropriate action reqgarding
Consent Agenda items, if any, assigned for Committee consideration

RECOMMENDATION

The proposed Consent Agenda is located at the back of the book. Consent Agenda items
assigned to this Committee are on Pages 436 - 442.
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2. U. T. System: Key Financial Indicators Report and Monthly Financial Report

REPORT

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, will discuss the Key
Financial Indicators Report, as set forth on Pages 125 - 132 and the December Monthly
Financial Report on Pages 133 - 157. The reports represent the consolidated and individual
operating detail of the U. T. System institutions.

The Key Financial Indicators Report compares the Systemwide quarterly results of operations,
key revenues and expenses, reserves, and key financial ratios in a graphical presentation from
Fiscal Year 2012 through November 2016. Ratios requiring balance sheet data are provided for
Fiscal Year 2011 through Fiscal Year 2015.
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THE UNIVERSITY OF TEXAS SYSTEM

KEY FINANCIAL
INDICATORS REPORT

NOVEMBER 2015

U. T. System Office of the Controller February 2016
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KEY

Actual Annual Amounts
(SOURCE: Annual Financial Reports)

Budget amounts
(SOURCE: Operating Budget Summary)

Projected Amounts based on the average change of the previous three years of data
Monthly Financial Report Year-to-Date Amounts

Annual and Quarterly Average of FTEs
(SOURCE: State Auditor's Office Quarterly FTE Report)

Year-to-Date Margin
(SOURCE: Monthly Financial Report)

-Projected Amounts based on Monthly Financial Report

—=e Year-to-Date Margin
(SOURCE: Monthly Financial Report)

Target Normalized Rates

=% Aaa Median
(SOURCE: Moody's)

@—@® A2 Median
(SOURCE: Moody's)

U. T. System Office of the Controller
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

KEY INDICATORS OF REVENUES
ACTUAL 2012 THROUGH 2015

PROJECTED 2016
YEAR-TO-DATE 2015 AND 2016 FROM NOVEMBER MONTHLY FINANCIAL REPORT

Total Revenues

1

5,060.1

. 16,786.1
16,102.1 168786

In Millions

1,800 4

1,500

1,200

900 1

600

300

1,393.2

Tuition and Fees

1,401.8

In Millions
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3,000
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2,000
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Sponsored Programs

3

3,097.3

,242.1

3,355.9
3,232.0
3,065.3

In Millions
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800
600
400

200

Investment Income

(Excludes Realized and Unrealized Gains and Losses)

1,263.8

1,662.2

U. T. System Office of the Controller

State Appropriations and HEAF

In Millions
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Gift Contributions for Operations
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KEY INDICATORS OF EXPENSES
ACTUAL 2012 THROUGH 2015

PROJECTED 2016
YEAR-TO-DATE 2015 AND 2016 FROM NOVEMBER MONTHLY FINANCIAL REPORT

In Miions Total Expenses 17.686.5 In Millions Salaries and Wages 79302
18,000 4 16,261.8 8,000 73775
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2100 1,799.4 80% 25.9%
,799. 24.6% 2519% .9% 25.7%
1,800 25% 22.7%
1,500
20%
1,200
15%
900
10%
600
300 5%
- 0%
In Milions Materials and Supplies 17797 In Millons Utilities
280.6 290.1
1,800 16454 300 2748 2735 276.7 -

1,600
250
1,400

1,200 200

1,000
150
800

600 100

400
50

200
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U. T. System Office of the Controller February 2016
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KEY INDICATORS OF RESERVES
ACTUAL 2011 THROUGH 2015

PROJECTED 2016
YEAR-TO-DATE 2015 AND 2016 FROM NOVEMBER MONTHLY FINANCIAL REPORT

Systemwide Operating Margin

In Millions (Excludes Realized and Unrealized Gains and Losses)
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KEY INDICATORS OF CAPITAL NEEDS AND CAPACITY

2011 THROUGH 2015

Expendable Financial Resources to Debt Ratio

25 24

Actual Debt Service Coverage Ratio

Normalized Expendable Financial Resources to
Debt Ratio

Actual Debt Service to Operations Ratio

1,400
1,200 1,003.7
1,000
800
600

400

200

*For FY 2011 through 2014 the source of backlog data is the Facilities' Renewal Model (FRRM) and
those systems that have exceeded their Life Cycle Age. Beginning in FY 2015 the deferred
maintenance data is taken from the new annual BOR Campus Condition Report and the facilities"
executives assessment of those systems that have failed or will fail within the current budget cycle
(within one year).

Note: Line between FY 2014 and 2015 indicates a change in the source data.

U. T. System Office of the Controller
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Note: Line between FY 2014 and 2015 indicates a change in the source data.
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KEY INDICATORS OF FINANCIAL HEALTH
2011 THROUGH 2015

Composite Financial Index (CFI)

-4 -3 -2 -1 0 1 2 3 4 5 6 7 8 9 10

Consider whether financial
exigency is appropriate

With likely large liquidity and debt
compliance issues, consider structured
programs to conserve cash

Assess debt and Department
of Education compliance and
remediation issues

Consider substantive
programmatic adjustments

Re-engineer
the institution
N

Direct institutional resources
to allow transformation

Focus resources to
compete in future state

Allow experimentation
with new initiatives

Deploy resources to
achieve a robust mission

Source: Strategic Financial Analysis for Higher Education, Seventh Edition

U. T. System Office of the Controller February 2016
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KEY INDICATORS OF RESERVES
YEAR-TO-DATE 2015 AND 2016 FROM NOVEMBER MONTHLY FINANCIAL REPORT

PROJECTED 2016 YEAR-END MARGIN

In Millions
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THE UNIVERSITY OF TEXAS SYSTEM
OFFICE OF THE CONTROLLER

MONTHLY FINANCIAL REPORT
(unaudited)

DECEMBER 2015

201 Seventh Street, ASH 5" Floor
Austin, Texas 78701
512.499.4527
www.utsystem.edu/cont

U. T. System Office of the Controller February 2016
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THE UNIVERSITY OF TEXAS SYSTEM
MONTHLY FINANCIAL REPORT
(Unaudited)

FOR THE FOUR MONTHS ENDING
December 31, 2015

U. T. System Office of the Controller February 2016
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The University of Texas System
Monthly Financial Report

Foreword

The Monthly Financial Report (MFR) compares the results of operations between the current year-to-
date cumulative amounts and the prior year-to-date cumulative amounts. Explanations are provided for
institutions having the largest variances in Adjusted Income (Loss) year-to-date as compared to the
prior year, both in terms of dollars and percentages. In addition, although no significant variance may
exist, institutions with losses may be discussed.

The data is reported in three sections: (1) Operating Revenues, (2) Operating Expenses, and (3) Other
Nonoperating Adjustments. Presentation of state appropriation revenues are required under GASB 35
to be reflected as nonoperating revenues, so all institutions will report an Operating Loss prior to this
adjustment. The MFR provides an Adjusted Income (Loss), which takes into account the nonoperating
adjustments associated with core operating activities. An Adjusted Margin (as a percentage of operating
and nonoperating revenue adjustments) is calculated for each period and is intended to reflect relative
operating contributions to financial health.

U. T. System Office of the Controller February 2016
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UNAUDITED

The University of Texas System Consolidated

Monthly Financial Report, Comparison of Operating Results and Margin

For the Period Ending December 31, 2015

Agenda Book - 136

December December
Year-to-Date Year-to-Date Fluctuation
FY 2016 FY 2015 Variance Percentage

Operating Revenues
Net Student Tuition and Fees 549,484,893.01 506,251,071.32 43,233,821.69 8.5%
Sponsored Programs 1,000,247,498.23 912,136,816.79 88,110,681.44 9.7%
Net Sales and Services of Educational Activities 217,245,238.65 149,836,210.41 67,409,028.24 45.0%
Net Sales and Services of Hospitals 1,834,815,709.94  1,668,709,446.99 166,106,262.95 10.0%
Net Professional Fees 548,599,493.77 502,080,102.84 46,519,390.93 9.3%
Net Auxiliary Enterprises 221,034,654.15 198,144,949.96 22,889,704.19 11.6%
Other Operating Revenues 128,691,670.06 123,026,489.11 5,665,180.95 4.6%
Total Operating Revenues 4,500,119,157.81  4,060,185,087.42 439,934,070.39 10.8%
Operating Expenses
Salaries and Wages 2,641,591,702.80 2,395,372,323.79 246,219,379.01 10.3%
Payroll Related Costs 693,544,186.30 606,067,734.47 87,476,451.83 14.4%
Cost of Goods Sold 50,611,830.12 41,916,061.76 8,695,768.36 20.7%
Professional Fees and Services 160,560,704.89 132,976,491.20 27,584,213.69 20.7%
Other Contracted Services 255,520,273.20 236,607,850.70 18,912,422.50 8.0%
Travel 49,611,287.93 42,517,741.42 7,093,546.51 16.7%
Materials and Supplies 592,701,469.84 541,153,685.00 51,547,784.84 9.5%
Utilities 97,587,023.92 88,686,546.49 8,900,477.43 10.0%
Communications 39,440,362.99 50,793,034.42 (11,352,671.43) -22.4%
Repairs and Maintenance 105,913,775.34 95,186,467.09 10,727,308.25 11.3%
Rentals and Leases 58,070,191.20 54,079,282.94 3,990,908.26 7.4%
Printing and Reproduction 12,056,106.91 11,233,497.96 822,608.95 7.3%
Bad Debt Expense 446,481.25 264,375.57 182,105.68 68.9%
Claims and Losses 2,662,024.73 11,155,805.41 (8,493,780.68) -76.1%
Increase in Net OPEB Obligation 222,280,885.00 186,623,401.67 35,657,483.33 19.1%
Pension Expense 70,964,922.49 - 70,964,922.49 100.0%
Scholarships and Fellowships 109,650,713.82 104,434,639.98 5,216,073.84 5.0%
Depreciation and Amortization 417,670,295.72 376,057,300.56 41,612,995.16 11.1%
Federal Sponsored Program Pass-Through to Other State Agencies 8,018,500.08 5,407,266.64 2,611,233.44 48.3%
State Sponsored Program Pass-Through to Other State Agencies 1,302,095.93 1,287,138.47 14,957.46 1.2%
Other Operating Expenses 153,026,966.03 138,381,953.66 14,645,012.37 10.6%
Total Operating Expenses 5,743,231,800.49  5,120,202,599.20 623,029,201.29 12.2%
Operating Loss (1,243,112,642.68) (1,060,017,511.78) (183,095,130.90) -17.3%
Other Nonoperating Adjustments
State Appropriations 748,331,951.31 674,856,380.28 73,475,571.03 10.9%
Nonexchange Sponsored Programs 81,430,800.99 62,663,748.16 18,767,052.83 29.9%
Gift Contributions for Operations 183,849,316.17 185,799,675.91 (1,950,359.74) -1.0%
Net Investment Income 246,948,908.13 316,385,422.37 (69,436,514.24) -21.9%
Interest Expense on Capital Asset Financings (89,178,370.87) (93,852,721.31) 4,674,350.44 5.0%
Net Other Nonoperating Adjustments 1,171,382,605.73  1,145,852,505.41 25,530,100.32 2.2%
Adjusted Income (Loss) including Depreciation & Amortization (71,730,036.95) 85,834,993.63 (157,565,030.58) -183.6%
Adjusted Margin % including Depreciation & Amortization -1.2% 1.6%
Investment Gain (Losses) (721,725,817.44)  (600,732,475.57)  (120,993,341.87) -20.1%
Adj. Inc. (Loss) with Investment Gains (Losses) (793,455,854.39) (514,897,481.94) (278,558,372.45) -54.1%
Adj. Margin % with Investment Gains (Losses) -15.7% -11.0%
Adjusted Income (Loss) excluding Depreciation & Amortization 345,940,258.77 461,892,294.19  (115,952,035.42) -25.1%
Adjusted Margin % excluding Depreciation & Amortization 6.0% 8.7%

U. T. System Office of the Controller February 2016
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System Administration

Arlington

Austin

Brownsville

Dallas

El Paso

Permian Basin

Rio Grande Valley

San Antonio

Tyler

Southwestern Medical Center
Medical Branch - Galveston
Health Science Center - Houston
Health Science Center - San Antonio
M. D. Anderson Cancer Center
Health Science Center - Tyler

AdAddAdAdddAAAAAAd44

limination of AUF Transfer

Total Adjusted Income (Loss)

Investment Gains (Losses)

Total Adjusted Income (Loss) with
Investment Gains (Losses) Including

Depreciation and Amortization

mcccccccccccccccc

System Administration

Arlington

Austin

Brownsville

Dallas

El Paso

Permian Basin

Rio Grande Valley

San Antonio

Tyler

Southwestern Medical Center
Medical Branch - Galveston
Health Science Center - Houston
Health Science Center - San Antonio
M. D. Anderson Cancer Center
Health Science Center - Tyler

AAdAAAAAAAAAAAAAA

limination of AUF Transfer

Total Adjusted Income (Loss)

Total Adjusted Income (Loss) Excluding
Depreciation and Amortization

December December
Year-to-Date Year-to-Date Fluctuation
FY 2016 FY 2015 Variance Percentage
$ (311,215,257.48) $ (91,027,206.38) (220,188,051.10) (1) -241.9%
10,386,954.36 10,531,543.66 (144,589.30) -1.4%
82,228,622.49 52,757,380.95 29,471,241.54 (2) 55.9%
(342,454.29) (2,900,271.29) 2,557,817.00 88.2%
3,316,315.27 5,004,829.91 (1,688,514.64) (3) -33.7%
(4,653,915.94) (3,626,672.07) (1,027,243.87) (4) -28.3%
(919,651.27) (2,080,466.22) 1,160,814.95 (5) 55.8%
7,017,696.21 - 7,017,696.21 100.0%
2,936,889.43 4,014,345.30 (1,077,455.87) (6) -26.8%
(2,509,511.25) (4,255,007.35) 1,745,496.10 (7) 41.0%
48,041,182.56 27,791,591.37 20,249,591.19 (8) 72.9%
55,450.50 19,308,679.28 (19,253,228.78) (9) -99.7%
20,449,877.34 5,526,927.42 14,922,949.92 (10) 270.0%
13,609,728.04 15,597,668.71 (1,987,940.67) -12.7%
164,087,298.03 133,775,077.36 30,312,220.67 (11) 22.7%
(7,115,260.95) 3,499,906.31 (10,615,167.26) (12) -303.3%
(97,104,000.00) (88,083,333.33) (9,020,666.67) -10.2%
(71,730,036.95) 85,834,993.63 (157,565,030.58) -183.6%
(721,725,817.44) (600,732,475.57) (120,993,341.87) -20.1%
$ (793,455,854.39) $ (514,897,481.94) $ (278,558,372.45) -54.1%
Excluding Depreciation and Amortization Expense
December December
Year-to-Date Year-to-Date Fluctuation
FY 2016 FY 2015 Variance Percentage
$ (305,088,723.53) $ (86,324,804.12) (218,763,919.41) -253.4%
25,645,938.38 25,468,147.77 177,790.61 0.7%
167,228,622.49 132,757,380.95 34,471,241.54 26.0%
(139,508.81) (56,265.92) (83,242.89) -147.9%
23,103,577.73 24,181,314.72 (1,077,736.99) -4.5%
5,811,055.08 6,577,788.67 (766,733.59) -11.7%
3,735,348.73 2,263,066.03 1,472,282.70 65.1%
19,303,508.72 - 19,303,508.72 100.0%
18,842,057.73 19,162,787.26 (320,729.53) -1.7%
2,028,823.23 (229,896.02) 2,258,719.25 982.5%
100,451,541.11 74,406,373.67 26,045,167.44 35.0%
35,482,588.11 52,623,440.77 (17,140,852.66) -32.6%
40,940,373.48 25,353,938.13 15,586,435.35 61.5%
31,276,394.71 33,097,668.71 (1,821,274.00) -5.5%
277,929,452.14 233,523,053.91 44,406,398.23 19.0%
(3,506,790.53) 7,171,632.99 (10,678,423.52) -148.9%
(97,104,000.00) (88,083,333.33) (9,020,666.67) -10.2%
345,940,258.77 461,892,294.19 (115,952,035.42) -25.1%
$ 345,940,258.77 $ 461,892,294.19 $ (115,952,035.42) -25.1%
February 2016
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The University of Texas System

Comparison of Adjusted Income (Loss)
For the Four Months Ending December 31, 2015

Including Depreciation and Amortization Expense
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February 10-11, 2016 Meeting of the U. T. System Board of Regents - Finance and Planning Committee

THE UNIVERSITY OF TEXAS SYSTEM
EXPLANATION OF VARIANCES ON THE MONTHLY FINANCIAL REPORT
For the Four Months Ending December 31, 2015

Explanations are provided for institutions having the largest variances in adjusted income (loss) year-to-date as
compared to the prior year, both in terms of dollars and percentages. Explanations are also provided for
institutions with a current year-to-date adjusted loss and/or a projected year-to-date loss.

U. T. System Administration - The $220.2 million (241.9%)
increase in adjusted loss over the same period last year
was primarily due to a decrease in oil and gas royalties,
which are a component of net investment income.
Additionally, GASB Statement No. 68, Accounting and
Financial Reporting for Pensions, became effective in
2015. U. T. System Administration recognized an accrual
of $71.0 million for the entire U. 7. System for the first four
months of 2016; however, in 2015 the pension expense
was not recognized until July. Also contributing to the
increase in the adjusted loss was an increase of $35.7
million in the accrual for Other Postemployment Benefits
(OPEB) expense for the entire U. 7. System. As a result of
these factors, U. T. System Administration incurred a
year-to-date loss of $311.2 million. Excluding depreciation
and amortization expense, U. T. System Administration’s
adjusted loss was $305.1 million or -297.7% of revenues.
U. T. System Administration anticipates ending the year
with a $962.7 million loss, -345.8% of projected revenues,
which includes $18.4 million of depreciation and
amortization expense, as well as a $666.8 million accrual
for OPEB and a $212.9 million accrual for pension
expense.

U. T. Austin - The $29.5 million (55.9%) increase in
adjusted income over the same period last year was
primarily attributable to the following: an increase in gift
contributions for operations due to increased gift pledges
including an $8.3 million pledge from Houston Endowment
Inc.; an increase in state appropriations; and an increase
in funding from the Available University Fund primarily for
operations and the new medical school. Excluding
depreciation and amortization expense, U. 7. Austin’s
adjusted income was $167.2 million or 17.1% of revenues.

U. T. Dallas - The $1.7 million (33.7%) decrease in
adjusted income over the same period last year was
primarily attributable to an increase in salaries and wages
and payroll related costs as a result of merit increases and
an increase in the number of full-time equivalents. Payroll
related costs also increased due to increased premium
sharing rates. Excluding depreciation and amortization
expense, U. T. Dallas’ adjusted income was $23.1 million
or 11.8% of revenues.

U. T. E/ Paso - The $1.0 million (28.3%) increase in
adjusted loss over the same period last year was largely
attributable to an increase in salaries and wages due to a
2% merit pool increase implemented in 2016.
U. T. E/ Paso incurred a year-to-date loss of $4.7 million
as a result of the increase in salaries and wages,
combined with the following: an increase in tuition
exemption scholarship expense, primarily related to the
Hazelwood and Hazelwood Legacy programs; and an
increase in depreciation expense over the last five years
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as a result of the rapid growth of buildings and research
infrastructure on campus. Excluding depreciation and
amortization expense, U. T. £/ Paso’s adjusted income
was $5.8 million or 4.6% of revenues. U. T. E/ Paso
anticipates ending the year with a $14.6 million loss, -3.5%
of projected revenues, which includes $33.7 million of
depreciation and amortization expense. U. 7. E/ Paso is
implementing measures to reduce spending, including a
hiring freeze on positions that are not mission critical,
utility savings efforts, and other cost savings measures.

U. T. Permian Basin - The $1.2 million (55.8%) decrease
in adjusted loss over the same period last year was
primarily attributable to a decrease in scholarships and
fellowships as a result of the PeopleSoft implementation of
the student services system which delayed financial aid
awards. State appropriations also increased due to new
funding for the Rural Digital University, as well as
increased enrollment. Despite these factors,
U. T. Permian Basin still incurred a year-to-date loss of
$0.9 million as a result of increased salaries and wages
and payroll related costs driven by merit increases and

additional faculty to accommodate the increased
enroliment. Payroll related costs also increased as a result
of increased premium sharing rates. Excluding
depreciation and amortization expense,

U. T. Permian Basin’s adjusted income was $3.7 million or
14.0% of revenues. U. T. Permian Basin anticipates
ending the year with a $0.6 million positive margin, 0.9%
of projected revenues, which includes $13.4 million of
depreciation and amortization expense.

U. T. San Antonio - The $1.1 million (26.8%) decrease in
adjusted income over the same period last year was
primarily due to increases in salaries and wages and
payroll related costs as a result of merit increases.
Additionally, the monthly amount for Retiree Premium
Sharing was not recorded in the prior year, which also
contributed to the increase in payroll related costs.
Excluding depreciation and amortization expense,
U. T. San Antonio’s adjusted income was $18.8 million or
10.9% of revenues.

U. T. Tyler- The $1.7 million (41.0%) decrease in adjusted
loss over the same period last year was largely due to an
increase in state appropriations. Despite this increase,
U. T. Tylerstill incurred a year-to-date loss of $2.5 million,
which was primarily attributable to an increase in salaries
and wages and payroll related costs driven by merit and
market increases. The number of full-time equivalents also
increased as a result of the new College of Pharmacy and
the implementation of PeopleSoft. Excluding depreciation
and amortization expense, U. 7. Tyler’s adjusted income
was $2.0 million or 4.7% of revenues. U.T. Tyler
anticipates ending the year with a $13.9 million
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loss, -11.4% of projected revenues, which includes $13.6
million of depreciation and amortization expense. The
projected loss is the result of an increase in personnel and
renovation projects across the campus not meeting the
threshold for capitalization.

U. T. Southwestern Medical Center - The $20.2 million
(72.9%) increase in adjusted income over the same period
last year was primarily attributable to an increase in net
sales and services of hospitals as a result of increased
outpatient and inpatient revenue and an increase in net
professional fees primarily attributable to a reduction in
charity care and a reduction in the contractual allowance
for Medicaid. Other operating revenues also increased
due to increases in revenue from the Delivery System
Reform Incentive Payments (DSRIP), the Network Access
Improvement Program, and Southwestern’s Accountable
Care Network. These increases in revenue were partially
offset by increases in salaries and wages and payroll
related costs as a result of additional employees, a 3%
merit increase and increased premium sharing rates.
Depreciation and amortization expense also increased
due to the opening of the William P. Clements University
Hospital in December 2014. Excluding depreciation and
amortization expense, Southwestern’s adjusted income
was $100.5 million or 11.4% of revenues.

U. T. Medical Branch - Galveston - The $19.3 million
(99.7%) decrease in adjusted income as compared to the
same period last year was primarily attributable to an
increase in salaries and wages and payroll related costs
due to the addition of 106 faculty full-time equivalents
resulting from clinical recruitment. Salary adjustments and
increased premium sharing rates also contributed to the
increases in salaries and wages and payroll related costs.
Excluding depreciation and amortization, U7MB’s adjusted
income was $35.5 million or 5.7% of revenues. Although
UTMB is not currently reporting a loss, they anticipate
ending the year with a $12.7 million loss which represents
-0.7% of projected revenues and includes $147.6 million of
depreciation and amortization expense.

(10)U._T. Health Science Center - Houston - The $14.9 million

(270.0%) increase in adjusted income as compared to the
same period last year was primarily attributable to an
increase in sponsored program revenue related to growth
of the physician practice plan. Net professional fees also
increased due to an increase in gross charges as a result
of faculty recruitments and the planned expansion and
growth of the physician practice plan, as well as an
increase in uncompensated care revenue. These revenue
increases were partially offset by increased salaries and
wages and payroll related costs as a result of the ongoing
recruitment efforts related to the planned expansion and
growth of the physician practice plan. Excluding
depreciation and amortization expense, UTHSC-Houston'’s
adjusted income was $40.9 million or 8.1% of revenues.

(1N U._T. M. D. Anderson Cancer Center - The $30.3 million

(22.7%) increase in adjusted income over the same period
last year was primarily due to an increase in gifts for
operations resulting from a number of large gifts received
in 2016 from the following: the Parker Foundation, the
Maynard Family Foundation, Exxon Mobil, Stripes LLC,
the Farmer Family Foundation, and the Mays Family
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Foundation. Also contributing to the variance was an
increase in net investment income. Excluding depreciation
and amortization expense, M. D. Anderson’s adjusted
income was $277.9 million or 17.9% of revenues.

(12)U. T. Health Science Center - Tyler - The $10.6 million

(303.3%) increase in adjusted loss as compared to
adjusted income over the same period last year was
primarily attributable to the following: a decrease in other
operating revenues driven by a decrease of $7.4 million in
DSRIP revenue; and an increase in salaries and wages
and payroll related costs as a result of the hiring of 66
behavioral health employees due to the dissolution of the
main psychiatric subcontractor, as well as the addition of
new employees for the new Population/Community Health
Program and for the opening of the clinic in Lindale. As a
result of these factors, UTHSC-Tyler incurred a year-to-
date loss of $7.1 million. Excluding depreciation and
amortization expense, UTHSC-Tyler’s adjusted loss was
$3.5 million or -6.2% of revenues. UTHSC-Tyler
anticipates ending the year with a positive margin of $2.2
million as a result of adjustments to the workforce size that
are currently being planned. This represents 1.1% of
projected revenues and includes $10.8 million of
depreciation and amortization expense.
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GLOSSARY OF TERMS

OPERATING REVENUES:

NET STUDENT TUITION - All student tuition and fee revenues earned at the UT institution for educational purposes, net of
tuition discounting.

SPONSORED PROGRAMS - Funding received from local, state and federal governments or private agencies, organizations
or individuals, excluding Federal Pell Grant Program which is reported as nonoperating. Includes amounts received for
services performed on grants, contracts, and agreements from these entities for current operations. This also includes indirect
cost recoveries and pass-through federal and state grants.

NET SALES AND SERVICES OF EDUCATIONAL ACTIVITIES - Revenues that are related to the conduct of instruction,
research, and public service and revenues from activities that exist to provide an instructional and laboratory experience for
students that create goods and services that may be sold.

NET SALES AND SERVICES OF HOSPITALS - Revenues (net of discounts, allowances, and bad debt expense) generated
from UT health institution’s daily patient care, special or other services, as well as revenues from health clinics that are part of
a hospital.

NET PROFESSIONAL FEES - Revenues (net of discounts, allowances, and bad debt expense) derived from the fees
charged by the professional staffs at UT health institutions as part of the Medical Practice Plans. These revenues are also
identified as Practice Plan income. Examples of such fees include doctor’s fees for clinic visits, medical and dental
procedures, professional opinions, and anatomical procedures, such as analysis of specimens after a surgical procedure, etc.

NET AUXILIARY ENTERPRISES - Revenues derived from a service to students, faculty, or staff in which a fee is charged that
is directly related to, although not necessarily equal to the cost of the service (e.g., bookstores, dormitories, dining halls, snack
bars, inter-collegiate athletic programs, etc.).

OTHER OPERATING REVENUES - Other revenues generated from sales or services provided to meet current fiscal year
operating expenses, which are not included in the preceding categories (e.g., certified nonprofit healthcare company
revenues, donated drugs, interest on student loans, etc.) Other receipts for settlements, judgments and lawsuits are
considered nonoperating revenues.

OPERATING EXPENSES:

SALARIES AND WAGES - Expenses for all salaries and wages of individuals employed by the institution including full-time,
part-time, longevity, hourly, seasonal, etc. Includes salary augmentation and incentive compensation.

PAYROLL RELATED COSTS - Expenses for all employee benefits paid by the institution or paid by the state on behalf of the
institution. Includes supplemental retirement annuities.

COST OF GOODS SOLD - Purchases of goods for resale and raw materials purchased for use in the manufacture of
products intended for sale to others.

PROFESSIONAL FEES AND SERVICES - Payments for services rendered on a fee, contract, or other basis by a person,
firm, corporation, or company recognized as possessing a high degree of learning and responsibility. Includes such items as
services of a consultant, legal counsel, financial or audit fees, medical contracted services, guest lecturers (not employees)
and expert witnesses.

OTHER CONTRACTED SERVICES - Payments for services rendered on a contractual basis by a person, firm, corporation or
company that possess a lesser degree of learning and responsibility than that required for Professional Fees and Services.
Includes such items as temporary employment expenses, janitorial services, dry cleaning services, etc.

TRAVEL - Payments for travel costs incurred by employees and board members for meetings and training.

MATERIALS AND SUPPLIES - Payments for consumable items. Includes, but is not limited to: computer consumables,
office supplies, paper products, soap, lights, plants, fuels and lubricants, chemicals and gasses, medical supplies and copier
supplies. Also includes postal services, and subscriptions and other publications not for permanent retention.

UTILITIES - Payments for the purchase of electricity, natural gas, water, and thermal energy.

COMMUNICATIONS - Electronically transmitted communications services (telephone, internet, computation center services,
etc.).

REPAIRS AND MAINTENANCE - Payments for the maintenance and repair of equipment, furnishings, motor vehicles,
buildings and other plant facilities, and waste disposal. Includes, but is not limited to repair and maintenance to copy
machines, furnishings, equipment - including medical and laboratory equipment, office equipment and aircraft.

RENTALS AND LEASES - Payments for rentals or leases of furnishings and equipment, vehicles, land and office buildings (all
rental of space).

PRINTING AND REPRODUCTION - Printing and reproduction costs associated with the printing/copying of the institution’s
documents and publications.

BAD DEBT EXPENSE - Expenses incurred by the university related to nonrevenue receivables such as non-payment of
student loans.
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CLAIMS AND LOSSES - Payments for claims from self-insurance programs. Other claims for settlements, judgments and
lawsuits are considered nonoperating expenses.

INCREASE IN NET OPEB OBLIGATION - The change in the actuarially estimated liability of the cost of providing healthcare
benefits to UT System’s employees after they separate from employment (ret