Meeting No. 1,142

THE MINUTES OF THE BOARD OF REGENTS
OF

THE UNIVERSITY OF TEXAS SYSTEM

Pages 1 - 342

November 4-5, 2015

Austin, Texas



November 4-5, 2015 Meeting of the U. T. System Board of Regents — Table of Contents

TABLE OF CONTENTS
THE MINUTES OF THE BOARD OF REGENTS
OF
THE UNIVERSITY OF TEXAS SYSTEM
NOVEMBER 4-5, 2015
AUSTIN, TEXAS

MEETING NO. 1,142

November 4, 2015

l. ATTENDANCE

. AGENDA ITEMS

1.

U. T. System: Annual Meeting with Officers of the U. T.
System Employee Advisory Council

II. RECESS TO EXECUTIVE SESSION

V. RECONVENE IN OPEN SESSION

U. T. System: Approval to purchase approximately

332 acres of land in Houston, Harris County, Texas,
comprised of various tracts of land generally located south
of West Bellfort Avenue, east of South Main Street, and
north of Holmes Road, and in the vicinity of Buffalo
Speedway and Willowbend Boulevard

V. RECESS

November 5, 2015

VI.  ATTENDANCE

VIl.  AGENDA ITEMS

2.

U. T. System Board of Regents: Approval of Consent
Agenda

U. T. System: Presentation of Chancellor William H.
McRaven'’s Strategic Vision and Mission for The University
of Texas System

U. T. System Board of Regents: Authorization for the
Chancellor to submit Report Concerning Designated Tuition

Minutes - i

Page No.

133



November 4-5, 2015 Meeting of the U. T. System Board of Regents — Table of Contents

U. T. System Board of Regents: Amendment of Regents’
Rules and Regulations, Rule 10101 (Board Authority and
Duties) to add a new Section 3.6 to reference new State law
requirements for Board member training

U. T. System Board of Regents: Revision of Regents’
Rules and Regulations, Rule 30105, concerning Sexual
Harassment, Sexual Misconduct, and Consensual
Relationships to add language required by new State law

VIIl.  STANDING COMMITTEE RECOMMENDATIONS AND REPORTS
TO THE BOARD

A.

REPORT OF THE AUDIT, COMPLIANCE, AND
MANAGEMENT REVIEW COMMITTEE

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: Report on the external assessment
of the U. T. Systemwide Compliance Program
(Committee Meeting Only)

3. U. T. System: Annual Report on the Information
Security Compliance Program (Committee Meeting
Only)

4. U. T. System: Report on the Systemwide internal

audit activities, including the FY 2015 Annual Report
(Committee Meeting Only)

REPORT AND RECOMMENDATIONS OF THE FINANCE
AND PLANNING COMMITTEE

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 (Committee Meeting Only)

3. U. T. System: Approval of an internal lending
program

4. U. T. System Board of Regents: Report on activities
of the University Lands Advisory Board (Committee
Meeting Only)

Minutes - ii

133

134

135

136

136

136

136

136

137

137

137

137

139



November 4-5, 2015 Meeting of the U. T. System Board of Regents — Table of Contents

U. T. System: Approval of a Fiscal Year 2016
University Lands operating budget including
delegation of authority to enter into a $3.44 million
contract with the Texas Energy Research,
Engineering, and Education Institute (EREEI)

U. T. System Board of Regents: The University of
Texas Investment Management Company (UTIMCO)
Performance Summary Report and Investment
Reports for the year and quarter ended

August 31, 2015

U. T. System Board of Regents: Approval of
amendments to the Investment Policy Statements
for the Permanent University Fund, the General
Endowment Fund, the Permanent Health Fund,
the Long Term Fund, the Intermediate Term Fund,
the Separately Invested Fund, the Liquidity Policy,
and the Derivative Investment Policy

U. T. System Board of Regents: Approval of the
Annual Budget for FY 2016, including the capital
expenditures budget and other external direct
charges to the Funds, and the Annual Fee and
Allocation Schedule for The University of Texas
Investment Management Company (UTIMCO)

U. T. System Board of Regents: Approval of
revisions to the amended and restated University of
Texas Investment Management Company (UTIMCO)
Compensation Program

REPORT AND RECOMMENDATIONS OF THE
ACADEMIC AFFAIRS COMMITTEE

1.

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

U. T. System Board of Regents: Approval to create
the School of Pharmacy at U. T. El Paso and
amendment of the Regents' Rules and Regulations,
Rule 40601, Section 1.7 to include the School of
Pharmacy

U. T. El Paso: Approval to establish a Doctor of
Pharmacy degree program

Minutes - iii

139

141

147

215

218

257

257

257

258



November 4-5, 2015 Meeting of the U. T. System Board of Regents — Table of Contents

U. T. Rio Grande Valley: Approval of provisional
Mission Statement

REPORT AND RECOMMENDATIONS OF THE HEALTH
AFFAIRS COMMITTEE

1.

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

U. T. Health Science Center - San Antonio: Approval
to retain the Master of Science in Immunology and
Infection degree program

U. T. Health Science Center - San Antonio: Approval
to establish a Doctorate of Occupational Therapy
degree program in the School of Health Professions

U. T. Health Science Center - Houston: Approval of

change in tuition and fee rates for out-of-state students
in the School of Biomedical Informatics online Master of

Science degree program in Health Informatics

U. T. System: Report and appropriate action on
telemedicine across Texas (Committee Meeting
Only)

REPORT AND RECOMMENDATIONS OF THE
FACILITIES PLANNING AND CONSTRUCTION
COMMITTEE

1.

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

U. T. System: Discussion on the Hybrid Project
Delivery Initiative (Committee Meeting Only)

U. T. System: Approval of delegation of authority
to waive the Schedule of Fees for Basic
Architect/Engineer Services for Major Projects
identified for hybrid delivery

U. T. Austin: East Campus Parking Garage -
Approval of design development; appropriation
of funds and authorization of expenditure; and
resolution regarding parity debt (Final Board
approval)

Minutes - iv

262

263

263

263

265

270

271

272

272

272

272

272



XI.

F.

November 4-5, 2015 Meeting of the U. T. System Board of Regents — Table of Contents

5. U. T. M. D. Anderson Cancer Center: Alkek
Expansion - Renovations to Existing Facility -
Amendment of the FY 2016-2021 Capital
Improvement Program to increase total project
cost; and appropriation of funds and authorization
of expenditure (Final Board approval)

REPORT OF THE TECHNOLOGY TRANSFER AND
RESEARCH COMMITTEE

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: Report and discussion on the progress
of the U. T. Horizon Fund (Committee Meeting Only)

APPROVAL OF STANDING COMMITTEE RECOMMENDATIONS

RECESS TO EXECUTIVE SESSION

RECONVENE IN OPEN SESSION

la.

1b.

2a.

2b.

2C.

U. T. Medical Branch - Galveston: Approval of increase in
compensation for Donna K. Sollenberger, Executive Vice
President and Chief Executive Officer, Health System
(Regents’ Rules and Regulations, Rule 20204, regarding
compensation for highly compensated employees)

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

U. T. Dallas: Approval of proposed negotiated gifts with
potential naming features

U. T. Rio Grande Valley: Approval of proposed negotiated
gifts with potential naming features

U. T. San Antonio: Approval of proposed negotiated gifts
with potential naming features

Minutes - v

274

276

276

276

277

277

277

277

277

278

278

278



XIl.

X,

XIV.

2d.

3a.

3b.

4a.

4b.

4c.

November 4-5, 2015 Meeting of the U. T. System Board of Regents — Table of Contents

U. T. Medical Branch - Galveston: Approval of proposed
negotiated gifts with potential naming features

U. T. Southwestern Medical Center: Discussion and
appropriate action to lease and purchase from Hammes
Company, a built-to-suit medical office building and
ambulatory surgical center with approximately

250,000 square feet of space on the east side of Dallas
North Tollway and north of Lebanon Road, Frisco, Collin
County, Texas, for clinical use (Deferred)

U. T. System: Discussion and appropriate action regarding
proposed purchase of approximately 332 acres of land in
Houston, Harris County, Texas, comprised of various tracts
of land generally located south of West Bellfort Avenue,
east of South Main Street, and north of Holmes Road, and
in the vicinity of Buffalo Speedway and Willowbend
Boulevard

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

U. T. System Board of Regents: Discussion and appropriate
action regarding legal issues concerning purchasing and
procurement, including implementation of Senate Bill 20

U. T. System Board of Regents: Discussion and appropriate
action concerning legal issues related to litigation styled
Hall v. McRaven

AGENDA ITEMS (continued)

7.

U. T. System Board of Regents: Report and discussion
regarding purchasing and procurement policies, including
implementation of Senate Bill 20

U. T. System Board of Regents: Amendment of Regents’
Rules and Regulations, Rule 20901, regarding Procurement
of Certain Goods and Services, to add a new Section 1
(Contract Management Handbook) to incorporate new
State law requirements

SCHEDULED MEETING

ADJOURNMENT

Minutes - vi

278

278

279

279

279

279

279

279

282

283

283



November 4, 2015 Meeting of the U. T. System Board of Regents — Meeting of the Board

MEETING NO. 1,142

WEDNESDAY, NOVEMBER 4, 2015.--The members of the Board of Regents of The
University of Texas System convened in Standing Committee meetings on Wednesday,
November 4, 2015, from 9:02 a.m. - 2:07 p.m. in the Board Room, Ninth Floor, Ashbel
Smith Hall, 201 West Seventh Street, Austin, Texas, with participation as more specifically
referenced in the Committee Minutes.

CONVENE THE BOARD IN OPEN SESSION.--At 2:20 p.m., in accordance with a notice
being duly posted with the Secretary of State and there being a quorum present, Chairman
Foster called the meeting of the Board to order in open session with the following
participation:

ATTENDANCE.--

Present

Chairman Foster

Vice Chairman Hicks

Vice Chairman Hildebrand
Regent Aliseda

Regent Beck

Regent Cranberg

Regent Hall

Regent Pejovich

Regent Tucker

Regent Drake, Student Regent, nonvoting

AGENDA ITEMS

1. U. T. System: Annual Meeting with Officers of the U. T. System Employee Advisory
Council

Associate Vice Chancellor Stewart introduced the following officers of The University
of Texas System Employee Advisory Council (EAC) who discussed the Council's
activities from the past year:

Chair 2015: Ms. Kimberly Coleman, The University of Texas Southwestern Medical
Center

Vice Chair and Chair for Fiscal Year 2016: Mr. Ryan Baldwin, The University of
Texas at Austin
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Secretary: Ms. Karla Crabtree, The University of Texas Health Science Center at
Houston

Historian: Mr. Philip Abraham, The University of Texas M. D. Anderson Cancer
Center

The EAC was established in August 2000 to provide a vehicle for communication
and to facilitate the flow of ideas and information between and among the Board of
Regents, U. T. System Administration, and the institutions. The EAC functions to
define, analyze, and make recommendations on employee issues to the Board
through the Chancellor.

EAC officers presented the following recommendations:

Recommendation No. 1: Employee Enrichment and Return on Investment:
Satisfaction, Retention, and Productivity

Review the feasibility of implementing on-demand online learning services in
a shared project platform, using the size of the U. T. System to get the best
training program at the lowest cost.

Regent Tucker asked what courses were most needed, suggesting that if there
were one, two, or three courses most in demand, they could be offered as a
pilot project. Secretary Crabtree spoke about demand for training in MicroSoft
Office, and Chair Coleman said areas such as leadership, professionalism, and
accounting are popular training modules at U. T. Southwestern.

Recommendation No. 2: Employee Wellness

Support and promote wellness activities across the U. T. System.

Recommendation No. 3: Education and Training Process for all Employees regarding
Senate Bill 11 and Campus Safety

Associate Vice Chancellor Stewart commented that occasionally a subject
arises that needs to be addressed by the EAC since it can affect employees
Systemwide. He asked incoming Chair Baldwin to present an additional
recommendation related to campus safety. Mr. Baldwin spoke of recent
legislation on campus carry enacted by the 84th Legislative Session. He
clarified that the EAC is not making a statement for or against Senate Bill 11
(relating to the carrying of handguns on campuses of and associated with
institutions of higher education), but is recommending the need for a universal
education and training process for all employees to alleviate the fears and
misconceptions that are occurring on campuses.

Chancellor McRaven remarked on the good recommendations, and said he will work
to make them happen.
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RECESS TO EXECUTIVE SESSION.--At 2:38 p.m., the Board recessed to Executive
Session pursuant to Texas Government Code Section 551.072 to consider the matter listed
on the Executive Session agenda.

RECONVENE IN OPEN SESSION.--The Board reconvened in Open Session at 3:28 p.m.
to consider action on the Executive Session item as follows.

U. T. System: Approval to purchase approximately 332 acres of land in Houston, Harris
County, Texas, comprised of various tracts of land generally located south of West Bellfort
Avenue, east of South Main Street, and north of Holmes Road, and in the vicinity of Buffalo
Speedway and Willowbend Boulevard

An additional item related to a proposed purchase of approximately 332 acres of land in
Houston, Harris County, Texas, was posted with the Secretary of State for discussion in
Executive Session.

Vice Chairman Hicks moved that the Board take the following actions on behalf of The
University of Texas System Administration:

a. authorize the purchase of approximately 332 acres of land in Houston, Harris
County, Texas, comprised of various tracts of land generally located south of West
Bellfort Avenue, east of South Main Street, and north of Holmes Road, and in the
vicinity of Buffalo Speedway and Willowbend Boulevard, for a price not to exceed
fair market value as determined by independent appraisals, plus all due diligence
expenses, closing costs, and other costs and expenses to complete the acquisition
of one or more tracts as deemed necessary or advisable by the Executive Director of
Real Estate, for future programmed development and campus expansion;

b. appropriate Permanent University Fund Debt Proceeds to fund the purchase price,
including any costs prior to the issuance of such debt; and

C. authorize the Executive Director of Real Estate to execute all documents,
instruments, and other agreements and to take all further actions deemed necessary
or advisable to carry out the purpose and intent of the foregoing actions within the
parameters outlined in the Executive Session.

The motion was duly seconded and carried unanimously, with Chairman Foster abstaining

from vote.

RECESS.--At 3:33 p.m., the Board recessed to reconvene on November 5, 2015.
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THURSDAY, NOVEMBER 5, 2015.--The members of the Board of Regents of The
University of Texas System reconvened at 8:38 a.m. on Thursday, November 5, 2015, in
the Board Room, Ninth Floor, Ashbel Smith Hall, 201 West Seventh Street, Austin, Texas,
with the following participation:

ATTENDANCE.--

Present

Chairman Foster

Vice Chairman Hicks

Vice Chairman Hildebrand
Regent Aliseda

Regent Beck

Regent Cranberg

Regent Hall

Regent Pejovich

Regent Tucker

Regent Drake, Student Regent, nonvoting

In accordance with a notice being duly posted with the Secretary of State and there being a
guorum present, Chairman Foster called the meeting to order in open session.

AGENDA ITEMS

2. U. T. System Board of Regents: Approval of Consent Agenda items

Chairman Foster noted the following related to the Consent Agenda:

. Approval of the Minutes in Item 1 is for August 19-20, September 24, and
October 2, 2015.

. Item 2 is the proposed appointment of Regent Beck to The University of
Texas Investment Management Company (UTIMCO) Audit and Ethics
Committee. Regent Beck will abstain from the vote on this item.

. Item 20 requests changes to The University of Texas at Arlington Admissions
criteria.

. For Item 28, the Board is asked to make a finding of public purpose on the
lease of space by The University of Texas at Austin to the U.S. Postal
Service.
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For Item 48, which pertains to a lease extension for The University of Texas
Southwestern Medical Center, note that the total lease income amount has
been revised to decrease by $16,829.

Item 53 proposes establishment of an infectious disease emergency
preparedness facility that will qualify to receive a designation as a National
Ebola Treatment Facility at The University of Texas Medical Branch at
Galveston.

Item 57 concerns funding of approximately $1 billion from the Texas
Department of Criminal Justice (TDCJ) for correctional health care at U. T.
Medical Branch - Galveston.

Item 67 relates to a $40 million contract between U. T. Medical Branch -
Galveston and General Electric (GE) for maintenance and repair services on
GE diagnostic imaging equipment. Vice Chairmen Hicks and Hildebrand and
Regent Beck have holdings in GE and will abstain from discussion and vote
on this matter.

An additional Consent Agenda Item was sent to members of the Board
and posted with the Secretary of State to amend the employment contract
with Dr. Jeffrey Spath, Chief Executive Director for The University of
Texas System Texas Energy Research, Engineering, and Education
Institute (EREEI), to provide a one-time relocation payment.

In approving the Consent Agenda, the Board is also asked to make a finding,
as required by State law, that this proposed amendment is in the best interest
of the U. T. System. Appropriate advance notice was provided to the
Legislative Budget Board.

The Board then approved the Consent Agenda, which is set forth on
Pages 284 - 342.

In approving the Consent Agenda, the Board expressly authorized that any
contracts or other documents or instruments approved therein may be executed
by the appropriate officials of the respective U. T. System institution involved.

Beginning with this meeting, a revision to the handling of the Board’s Consent
Agenda was implemented to assign each Consent Agenda Item to an appropriate
Board Standing Committee for initial review.

Minutes - 5



November 5, 2015 Meeting of the U. T. System Board of Regents — Meeting of the Board

3. U. T. System: Presentation of Chancellor William H. McRaven's Strategic Vision and

Mission for The University of Texas System

Chancellor McRaven presented his strategic vision and mission for The University of
Texas System 2015-2020. His remarks, as prepared, are set forth on Pages 7 - 29.
His presentation, Leading in a Complex World, a Strategic Approach, 2015-2020, is
also set forth on Pages 30 - 132.

Chancellor McRaven outlined eight Quantum Leaps for the U. T. System as follows:

1.

2.

7.

8.

Texas Prospect Initiative

The American Leadership Program
Winning the Talent War

Enhancing Fairness and Opportunity
The U. T. Health Care Enterprise
Leading the Brain Health Revolution
The U. T. Network for National Security

U. T. System Expansion in Houston

Slide 5 on Page 34 included his new draft Mission Statement for the U. T. System as
follows:

Mission Statement for the U. T. System

The mission of The University of Texas System is to improve the human
condition in Texas, our nation and our world.

The System will use its size, diversity, and quality to advance education,
push the bounds of discovery, enhance population health, build stronger
communities, and shape public policy for the common good.

Producing high quality human capital with a sense of service and the ability to
lead, we will pursue solutions to the problems of our state, our nation and our
world. We are a state university system with global impact.

Chancellor McRaven received a standing ovation.

Break.--The Board recessed from 9:27 a.m. to 9:59 a.m.
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LEADING IN A
COMPLEX WORLD

Chancellor William H. McRaven’s Remarks to the Board of Regents,
Nov. 5, 2015
(As prepared)

Thank you Chairman Foster.

Over a year ago, this Board took a gamble and hired me to lead the University of Texas
System even though I had no experience in higher education, research or clinical care.

But I think you hired me because for the previous 37 years I have been leading men and
women under some of the most challenging conditions in the world.

And, for most of the past 14 years, | have run large and exceptionally complex
organizations fighting against a very determined global threat.

What that experience has taught me will—I believe—Dbe of great benefit to the UT
System.

First, | learned that today’s environment is changing at an incredibly rapid pace. Unlike
any time in our history the rate of change is no longer linear—it is exponential.

The enemy I faced in Iraq, Afghanistan, Africa, Asia and across the world adapted
quickly to our methods of warfare.

Using technology, social media and global transportation, they presented tactical and
operational problems that today’s special operations forces had never seen before.

Consequently, my organizations had to adapt to a rapidly changing threat. We had to
build a flat chain of command that empowered the leaders below us.

We had to reduce our own bureaucracy so we could make timely decisions.

We had to constantly communicate so everyone understood the commander’s intent
and the strategic direction in which we were heading.
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We had to collaborate in way that had never been done in the history of special
operations warfare.

As my old boss General Stan McChrystal has written, we had to build a “Team of Teams”
so all of our organizations could derive strength from each other and could work
together to be successful.

We had to break away from the hierarchical structure—the command structure—that
had defined the American military for hundreds of years.

This concept of a “team of teams”—of a formal and informal network of subject matter
experts bound together by a common mission, using technology to partner in ways that
seemed inconceivable just years before, brought together through operational
incentives, bottom up desire and top down support to solve the most complex problems
facing our nation—was probably the single most valuable organizational change in the
history of the modern military.

We used our size, our talent and our operational diversity to achieve an unparalleled
level of collaboration.

The SEALs were working with the Army Special Forces. The Special Forces were
working with the conventional infantry.

The infantry was working with the Naval aviators. The pilots and crews were working
with the logisticians.

We were all working with the intelligence and law enforcement communities and the
locals on the ground.

And every day we would talk. We would look at a problem, and we were finding
solutions at a speed unheard of in the past.

We often looked at our networks as a reflection of Metcalfe’s Law.

Developed by Robert Metcalfe, the law demonstrates how the addition of one single
node in a telecommunication network increases the power of that network—not by a
factor of one—but each node increases the effect exponentially.

While the law was designed for telecommunications, we found that it applied equally
well to human networks—as long as the additional person relayed as much information
as they received.

In other words, you had to contribute your ideas—not just listen.
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Interestingly enough, I assumed Robert Metcalfe was a historical figure who had likely
passed away a hundred years ago—only to find out that Bob Metcalfe is alive and well
and working at UT Austin.

But, in addition to using our size, our talent and our diversity to collaborate on difficult
issues, we also learned that you had to prioritize your objectives so you didn’t waste
effort on inconsequential goals.

We had to apply our resources to those priorities and we had to cut away where we
were not effective.

We had to constantly innovate to get ahead of the problem. And we had to be sure we
never lost sight of our mission and our objectives.

With all this in mind, over the past 10 months we have begun to set the conditions for
our future success.

We established direct lines of reporting from the Presidents to the Chancellor so that
executive decisions and problems could move rapidly from the campus to the
Chancellor—thereby flattening the organization.

We established a Deputy Chancellor position to act as the Chief Operating Officer. He
will facilitate the daily actions necessary to run the System effectively.

We now have structured weekly video conferences between the Presidents and my staff
as well as numerous other expanded mean of collaborating.

We are conducting an extensive review of the UT System policies and the Regents Rules
in order to reduce the bureaucracy that stands in the way of agile decision- making.

For the past six months we have been engaged with the campuses in one of the most
significant organizational reviews in the history of the System.

Our goal is to ensure that the core competencies of System Administration are properly
supporting the campuses we serve.

We have completed an extensive review of our System compliance structure to ensure
we can properly execute our oversight responsibilities.

As we prepare to open two new medical schools, we have recognized the changing
dynamics between health care and academia and consequently we are building internal
management bridges to ensure easy transitions.

We have developed a Central Bank concept to leverage our size in the financial market
to get the best and most stable rates for capital investment.
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And we are changing the way we do construction management to apply more private
sector practices to ensure we get the best rate and the best quality in the best time.

But in order to continue to advance this System and its magnificent academic and heath
institutions, we must take some bold steps forward while never losing sight of the great
work that went before us.

So today, [ come prepared to show you how the UT System will use our size, our talent
and our diversity to solve the difficult problems that face us.

How a rigorous and disciplined process will help us prioritize our efforts.

How a system of communications and collaboration will drive change, and how the bold
steps we intend to take will catapult us into the forefront of higher education, research
and health care.

This will be the format I'll cover:

I'll begin with our draft mission statement—one we believe captures the essence of
what a great university system should provide the people it serves.

From there I will discuss the Operating Concept—this is HOW we will function as a
system in order to achieve our goals.

The Decision Process will provide the details of the HOW—the details of the disciplined
approach to our daily, weekly, monthly collaboration—which is absolutely necessary to
achieve our goals.

Then we will look at our strategic assessment—both the history and the trend lines that
will help guide us toward our future goals.

Finally, based on what we learned from the strategic assessment and what we know
from my predecessors’ efforts, I will outline some bold initiatives.

Some “Quantum Leaps” in our ability to provide the citizens of Texas the very best in
higher education, research and health care.

“Quantum Leaps” that will make us the envy of every system in the Nation.

This draft mission statement reflects what I believe is critical for any state institution of
higher learning.

The mission statement clearly recognizes that our responsibility goes well beyond just
higher education, research and health care.
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We have an obligation to improve all aspects of the lives of our citizens—not just their
knowledge base and their health needs, but the impact they have on their families, their
communities and our nation.

We have an obligation to search and find answers to every question that confronts and
confounds our society.

We have an obligation first and foremost to the State of Texas—but in meeting that
obligation, we will affect the people of the world.

That is what great university systems do.

The next series of slides will outline our Operating Concept—this is the overarching
framework in which the System will conduct its work.

First we will always strive to ensure we are world leaders in our three main areas of
focus—education, research and health care.

You will notice a common theme throughout today’s briefing and that is our need to be
collaborative—to have this mutually supporting system—where each institution helps
reinforce the quality of the other institutions.

At System Administration, here in Austin, my staff and [ will provide the strategic
direction, oversight and certain core functions necessary to assist each individual
institution.

But, equally important, is that we will give the individual institutions the maximum
latitude to accomplish their missions.

In this regard, I view myself as a servant leader, helping the institutions achieve their
goals.

Collectively—it's an important word—once again, it denotes collaboration—collectively
we will tackle the problems that impede success.

We will accomplish these tasks through a rigorous and disciplined staffing mechanism.

We will identify game-changing ideas and put the resources and talent against those
problems and then aggressively pursue solutions—together.

These ideas will be prioritized, funded and then brought to fruition through a deliberate
and aggressive process of engagement.

We will be known as a system that produces leaders.

From anthropologists to zoologists—from physicists to business men and women—we
will develop citizen-leaders who can contribute in every field of endeavor.

Minutes - 11



November 5, 2015 Meeting of the U. T. System Board of Regents — Meeting of the Board

And finally and most importantly—our responsibility is to the State of Texas and the
great people we serve.

Now I want to talk about the specific process that we will use to accomplish many of
these tasks. It's not as sexy as grand and glorious ideas—but it is essential to achieve
our goals.

One of the first things you learn in the military is how to develop and implement a plan.
Every mission requires a detailed plan so you can ensure you have the right resources.
So that you understand the barriers to success.

So that you can measure your progress and so you can communicate with others on the
team to ensure everyone is moving in the same direction.

So how does it work? Let me take you through it.

So let’s say there is a major initiative that is identified by the academic campuses, or the
health institutions, or by the regents, or the System.

We will quickly establish an integrated planning team made up of people from System
as well as the campus and we will develop a preliminary action plan related to the issue.

That plan will be briefed to a steering committee, made up of the deputy chancellor, the
executive vice chancellors, provosts (and other campus reps as needed), for their
review and recommendations.

From there, the idea gets turned into a well defined—Iet me say that again—a well-
defined plan of action and milestones from our strategic and operations team.

After that, it comes to the Chancellor’s Roundtable, made up of the institution
presidents and me.

We decide yes or no. If the idea gets the green light, but needs resources, we then go to
the Regents with a request.

If the Regents provide the resources, I then direct the responsible institution or party to
execute the plan.

Now while this is going on, we have a very robust and disciplined rhythm of
communications going on at all times.

[ have an alternating video teleconference with the presidents every week—academic
presidents one week, health institution presidents the next.
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Twice a month we have task tracker meetings, to make sure all the projects we’re
working on are progressing.

['ve also, as you know, beefed up my communications with the Regents in a variety of
ways.

And finally, all of this, of course, takes place in the context of the legislative cycle.

So at the end of the day, what we have is a disciplined, collaborative process that yields
clear priorities, resource and budget alignment, metrics that make sure things stay on
track, and a leadership team that is held accountable for execution.

And, very importantly, we have a Chief Operating Officer, in David Daniel, who is going
to be running this process day in and day out.

[ am confident that—just as it did during my time in the military—the process I laid out
is going to help us tackle the complex challenges that will confront us now and in the
future.

But [ knew coming in that the first thing [ needed was a firm grasp of what those
current and future challenges are.

Consequently, | commissioned an internal Strategic Assessment, so my vision and plans
would be informed by an understanding of the terrain—both as it exists today and as
we think it will exist five, ten, twenty years from now.

At the same time, [ knew that before we looked ahead, we had to look back.

[ don’t ever want to lose sight of the fact that as Chancellor of the UT System, I am
standing on the shoulders of the great visionaries who came before me.

Chancellors Mark, Cunningham, Burck, Yudof, Shine, and Cigarroa all left their marks.

And they all left their own strategic plans. It would have been foolish of me not to take
advantage of their wisdom and expertise.

So as we launch ourselves into the future, we do so—with gratitude and humility—
informed and inspired by the great thinkers, and doers, who came before us.

We set out to understand our role as a public university system, our environment, and
the impact of the environment on our role.

Under the leadership of Tony Cucolo, a retired two star general in the Army and our
new Associate Vice Chancellor for Leadership and Veterans Affairs, we pulled together a
Strategic Assessment Team, which gathered and analyzed volumes and volumes of data.
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Tony and his team interviewed experts at the Texas Higher Education Coordinating
Board, Texas Education Agency and other relevant agencies.

They also spoke with every President and Provost across the UT System.

The work done by the Strategic Assessment Team—combined, again, with the wisdom
and insights we carry forward from previous chancellors—has given us a deep
understanding of our environment.

Bearing in mind the wisdom of Casey Stengel, who said “never make predictions,
especially about the future...”

The trends we have identified have sharpened our focus on where we think we ought to
be concentrating our efforts and resources for maximum impact.

So, what is the environment telling us?

The number one thing it’s telling us is that the world isn’t just changing fast; the rate of
change is accelerating rapidly.

Economic interdependence, globalization, urbanization, economic disparity, trends that
have been with us for decades are now picking up speed.

The ways we consume and share information, the ways we organize and interact with
one another—all these things are changing.

Our concept of diversity is changing. Gender equity is changing.
The point is not that we should chase, or even try to get out in front of all trends.
To the extent we can see around the next corner, that will certainly help.

But, the bigger point is, given the accelerating rate of change we’re seeing, we need to
build an organization—a System—that is nimble and agile, that can move and change as
fast as the world around us.

But we need to do this in a way that honors and is true to the core principles and
common threads laid out by all the chancellors who came before me.

Let me spend a couple minutes on what we learned about how our state is doing.

First of all, no surprise here, Texas is growing fast—so fast that in twenty years we're
expected to be about half again as big as we are today.

That’s 13 million more Texans, many of them wanting a college education; all of them
needing health care.
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Our fastest-growing group is going to be our seniors, who we think will more than
double by 2035.

Obviously, having twice as many folks who are over 65 will drive massive change in the
health care arena.

Texans between 25 and 44 years old are going to be growing fast as well.

This group is going to be under pressure, not just to get a degree, but also to stay
nimble, in body and mind, if they want to keep up with the ever-changing demands of
the marketplace.

Now let’s take a look at the younger population.

While the rate of growth is not quite as high, it's interesting and important to note that
unlike other large states, our 15 to 19 year old population is growing.

Which means the demand, and the need, for higher education is only going to go up.

As you probably know, Texas is already a minority-majority state. And in twenty years,
non-Anglos will represent over 70% of our fellow Texans.

Turning to the economy, it’s no secret that over the last decade, the Texas economy has
been the envy of the nation.

As you can see, our job growth over the past nine years has dwarfed our nearest rivals.

And even with recent struggles in the oil patch, the employment picture remains good,
owing to the diversity of our state’s economy.

Unlike twenty years ago, no one sector can sink us today.

Contributing to the economic health of the state is the steady stream of degreed men
and women we send out into the workforce.

As we all know, higher education is not only a boon to the macro-economy; it is the
absolute key to economic mobility, in Texas and throughout the nation.

The difference in expected lifetime earnings between someone with a bachelor’s degree
or higher and someone with just a high school diploma, is profound.

The stakes could not be higher.
Yet economic disparity is on the rise

Let’s look at what likely awaits those who don'’t get a degree.
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Economic disparity is nothing new, but like so many of today’s trends, it is accelerating.

The numbers here are backward-looking, of course, but it seems reasonable to expect
that, absent any change, the gap between those with and without degrees is only going
to get wider.

Economic disparity, here and everywhere, is directly related to education.
The earnings gap is widening,.
High school-only graduates are twice as likely to be unemployed.

The Texas Workforce Commission tells us the strongest job growth is at higher
education levels.

And in fact, more and more entry-level jobs actually require a master’s degree.

So the glass-half-empty view is: we’'ve got a whole lot of Texans who, if they don’t get a
degree, are going to remain stuck in the lower rungs of the socioeconomic ladder.

But I prefer to focus on the opportunity in front of us.

The UT System, more than any other institution, has the capability, over the next ten
years, to make a profound difference, to change the economic trajectory of millions of
our fellow Texans, and for the state as a whole.

But we have a lot of work to do first. And I'll talk about that.

But first, let’s shift gears and look at what the Strategic Assessment told us about the
health of our state.

Suffice it to say we’ve got big challenges. And, again, big opportunities.

As you see here, six of the seven leading causes of death in Texas are chronic, largely
preventable, diseases.

That’s a fancy way of saying we have a lot of Texans, who could be living a lot longer,
dying on our watch.

That ought to bother everybody in this room.
Part of the problem is we are an enormous state with not nearly enough doctors.

The doctors we produce tend to stay in Texas, and yet, as you can see, we are near the
bottom of the nation when it comes to physicians per capita.
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To rank 42nd in the nation in per capita physicians doesn’t bode well for the health of
our growing population.

And as you can see, at 47t we're practically at the bottom when it comes to primary
care doctors per capita.

We also have a shortage of residency slots.

And as concerning as the per-capita numbers are, they actually understate the problem
many parts of our state are facing.

The physicians of Texas are predominantly concentrated around large metropolitan
areas.

So much so that today, 57% of our physicians practice in just five of our 254 counties.
[ find these next couple of numbers to be stunning.

115 Texas counties have five or fewer practicing physicians.

And some counties have no OB/GYNs.

But I should note, it’s not just doctors.

Texas is also in serious need of dentists, nurses, pharmacists, and physical therapists as
well.

Our large and growing Hispanic population is woefully under-represented in the
medical profession in Texas. The physician numbers here are just one example.

Again, seeing the glass half full, I know the opportunity to address this discrepancy is
part of why we are all so excited about the new medical school opening next year at UT
Rio Grande Valley.

Which is just one of many examples of the chancellors before me—in this case
Francisco Cigarroa—understanding where Texas was headed and putting resources
and effort where they could make the biggest difference.

So, a quick summary of what the environment is telling us:
Texas is growing fast. The economy is, especially relative to other states, in good shape.

But the rising tide is not lifting all boats. The gap between those at the top and those at
the bottom continues to widen. And of course, where somebody falls on that spectrum
is strongly correlated to their level of education.
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At the same time, it’s fair to say that our economic health is outpacing our physical
health.

We have too many people dying of diseases that could have been prevented.

And that’s a problem that’s going to be hard to solve until we get a lot more medical
professionals, and more, in particular, in the remote parts of our state where they are
desperately needed.

The good news about those elements in red: We can do something about them. And we
will.

Before I get to the elements and initiatives that are new, [ want to make an important
point.

We already have this great Framework for Advancing Excellence, authored by my friend
and predecessor Francisco Cigarroa.

These are the nine points of the Framework.

[ want everyone to understand that the fact that we are rolling out new initiatives does
not mean we are taking our eyes off the ball when it comes to any of these points.

Just the opposite, in fact. My intent is to use the operating concept and the disciplined
staffing process to enable us to accelerate progress in these areas.

Let me just mention some of these programs that [ know are important to you.
How about Undergraduate Student Access and Success?

Well, everyone in this room knows we have an urgent need to improve our graduation
rates, across the board.

The reasons our rates are low are well understood, so I have told the presidents that the
time to explain the problem has passed.

It is now time to fix the problem. They are accountable to me, and I am accountable to
the Board of Regents. So you can expect to see increased urgency, and increased
activity on this front.

Research is and will remain an absolutely fundamental part of who we are at the UT
System.

We currently rank second nationally among university systems in federal research
spending, and third in industry-sponsored research spending.
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Our offices of technology commercialization, on average, file a new patent every two
days and launch a new company every nine days.

All across Texas, our researchers are contributing to discoveries that are going to
enable us to live longer, healthier, more productive lives than ever before.

And that’s to be celebrated. But, you can never rest on your laurels.

Research funding is always at a premium and we must continue to demonstrate that
within the UT system we have the finest researchers in the world and both state and
federal dollars will be well invested in UT.

With the rapid change in technology, we must stay ahead of the curve if we expect to be
agile and effective in today’s digital world.

[ already mentioned UTRGV, and while I've said it before, I think it bears repeating here
that the imminent launch of a new university with a medical school on the southern tip
of the United States was the single biggest thing that attracted me to the UT System.

['ve been down to the Valley more than any other region, and every time I leave, I can’t
wait to return.

Even more so, I can’t wait to see the transformative effect we are going to have on one
of my favorite places in the world.

So you can rest assured, there will be no loss of focus there.

My point is, all of the elements of the framework are still important. So don’t think for a
second we’re going to forget about any of them.

And of course, all around the UT System, great things are happening.

From Public Health to the Performing Arts, Psychology to Cyber Security, Literature to
Law, whether we’re fighting cancer or unlocking the mysteries of the universe—we lead
the state and the world in so many areas of research, education and health care.

But any organization that fails to adapt to the changing environment—will not serve its
citizens well.

We must adapt.

Again, my experience in the military may have some value for today’s higher education
and health care institutions.

In the days of the cold war, the military used a very hierarchical structure—it was a
rigid command relationship.

Minutes - 19



November 5, 2015 Meeting of the U. T. System Board of Regents — Meeting of the Board

The orders came from the top down and people did as they were told.

If the UT System were to lead in that fashion, little would get done in today’s
environment because command from the top doesn’t engender creativity, boldness or
teamwork.

After the fall of the Soviet Union, the military began to understand the value of building
tactical and operational teams that were more agile and maneuverable across a
dynamic battlefield.

Unfortunately, thousands of years of military tradition made it hard to let go of
command from on high.

This command of teams structure was better but still limited collaboration, creativity
and agility in the organization.

The terrible tragedy of 9/11 and the ensuing conflict against an unconventional enemy
showed us that we needed to adapt again.

On the battlefields of Iraq and Afghanistan, we needed to rely on the intellect, creativity
and boldness of every soldier in our service. The threat was dispersed, complex, local,
regional and global.

To be effective, we had to force relentless engagement, communication, and
collaboration. There was no opting in or out, you were either a zealot or a martyr.

We had to force collaboration it until it became muscle memory.

[t didn’t happen organically. But eventually, people got it. They bought in and as a result
we became more nimble, more agile.

We had to build a Team of Teams that would tap into all the expertise we had across the
special operations community, the conventional force, our civilian agencies and our
allies.

Through this extensive network we found answers to problems more rapidly, we
developed solutions more quickly, and we found that everyone in the enterprise could
add value.

This is the structure we need to bring to the UT System. And, this is how we will
approach some of the tough problems that confront Texas today.

This is how we will make Quantum Leaps in higher education, research and health care.

And one area, frankly, where we need a quantum leap is in the Texas educational
pipeline.
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Because today, far too few of our state’s young people are able to make the leap to
higher education.

If we start with 100 8t graders, only 68 will receive a high school diploma.
Of those 68 only 50 will enroll in college.

And of those, only 20 will graduate.

Let’s take a look at 4th grade reading levels in Texas.

As you see, nearly half of Hispanic fourth graders are reading at below basic levels,
compared to 19 percent of Anglo fourth graders.

This is not a reflection on the intellect of any ethnicity, but it is a reflection on the social
conditions under which many of them have to learn.

This is particularly troubling because statistics show that if you are not reading up to
level by fourth grade, you're going to be playing catch up the rest of your academic
career, which in many cases, won’t be very long.

So what are we going to do about it?

Every child entering Pre-K has the prospect for greatness and is a potential-filled
prospect for the needs of our future workforce as well.

Working with our campus leadership, civic leaders, the legislature, community colleges,
the school districts, and other primary and secondary education constituents we will,
once again, use our size and our regional access to actively engage with leaders in pre-K
through 12 in way never before envisioned in higher education.

We must remove the perception that exists in some corners of this state that those of us
in public education are in different camps, that pre-K through 12, community college,
and 4-year college and university professionals are somehow separate.

We must be teammates in the overall effort, support each other’s programs, and partner
for specific initiatives.

Our Texas Prospect Initiative will begin with four areas of focus:

We will work aggressively to ensure our college preparatory programs, those—dual-
credits, early college high schools, math and science academies—meet the standards
necessary to ensure their students can enter higher education.
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We will develop a program to focus on dramatically improving elementary level literacy
through a UT Literacy Institute—a reading version of the highly successful UTeach
program, and offer this program first to the largest, urban, Independent School
Districts.

We will work diligently to ensure the high school counselors in Texas have the
resources they need to provide advice and direction to each potential college student.

And finally, knowing that the quality of education in Texas is only as good as the quality
of its teachers, we will put a spotlight on OUR schools of education to ensure we are
graduating the best teachers in the nation—creative, critical thinkers who are masters
of content and armed with skills relevant to the needs of today’s classrooms.

Texas educates 10% of this country’s schoolchildren. Our future rests with pre-K
through 12 education.

We must and we will establish a much closer relationship with our fellow professionals
and do our part to strengthen the culture of education across Texas.

[ believe that a critical part of any person’s education is teaching them to be a leader.
Remember, we’re not just educating kids; we’re preparing the future leaders of Texas.

It’s hard to pick up a newspaper or a business weekly without reading about a
leadership crisis somewhere.

We must build men and women of character and uncompromising integrity, because
they are going to lead the schools, towns, cities, businesses, churches, civic groups and
for that matter, families of this great state.

A wise man said a leader’s job isn’t to create followers; it’s to create more leaders.
That’s what we intend to do.

We already have a number of marvelous efforts to train our students in leadership. But
these only impact a small percentage of the total 217 thousand students that we
educate every year.

We must reach everyone. Every single student who comes through our institutions
must leave with an understanding of the basics of leadership—they must read about
and discuss the great leaders in industry, public service, academia, civil rights and the
military.

They must understand how to plan, how to build teams, how to communicate, and
above all they must understand the necessity of ethical behavior.
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Therefore, over the next several years we will begin to implement a one-hour upper and
lower division course that will be required by all students attending a UT institution.

We will leverage the large veteran population, business and civic leaders and a host of
others across our system to teach the men and women of our state. But, we will not
stop there.

Our senior administrators across the system and across the state and the nation need
leadership education as well.

In the future, we will look to build a brick and mortar leadership institute that can
provide executive level leadership training to all those who desire to improve the skills
necessary to run today’s complex organizations.

We will be known nationwide for developing great leaders.
Of course, our leadership in any area depends on one precious resource - talent.

Here | must give credit to the regents, who have shown a willingness to invest in
bringing world class scholars, teachers, and researchers to the UT System.

They made the investment because they understood something Larry Faulkner,
President Emeritus of UT Austin, said a while back.

He said, “outstanding faculty come to places that have outstanding students, and
outstanding students come to places that have outstanding faculty.”

The wisdom of investing in world-class talent is more than apparent.

Our $100 million investment in STARs has yielded a phenomenal return: more than
$650 million to date.

But the reality is, we operate in an environment every bit as competitive as the private
sector, and we can'’t afford to be complacent.

So our intent is to take our current momentum and double down on it.

So we are going to make an unparalleled investment in pursuit of the next generation of
outstanding faculty.

Not just those faculty who have established reputations in the National Academies, but
those who have the greatest potential for stardom—for excellence in their field—both
rising faculty and post-doctoral candidates.

With the approval of the regents, we will increase the STARs investment and we will
recommend a rising stars program that looks to hire clusters of great faculty—as well as
an incentive program to retain our best post-doctoral candidates.
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There is a war for talent, and we intend to win it

Now I want to talk about an issue that goes hand in hand with attracting the best and
the brightest to UT System institutions - fairness and diversity.

This slide makes it very clear that we are not doing the job we ought to be doing in
driving equal opportunity and fairness in our hiring and promotion processes.

This is particularly disappointing because education is all about opportunity.

Making sure our faculty and staff reflect the changing look of Texas is not just about
fairness. It's also about effectiveness.

We need faculty, administrators, and campus leaders who understand the people
they’re serving, who come from the same kinds of places.

So we are going to implement a “Rooney Rule” similar to what exists in the NFL for
hiring head coaches, except ours will be for higher education and health care.

This so-called, “Rooney Rule” will ensure that qualified women and minorities have an
opportunity to be considered for every senior level position from Dean and above.

We will write it into UT policy that no senior position can be filled without allowing a
qualified woman or minority candidate to be interviewed all the way to the last round of
the process.

While this will not guarantee women or minority hires—nor should it if a candidate is
not qualified—it will put more women and minorities in a position for the selection
committee to recognize the great talents that may have heretofore gone unnoticed.

Additionally, to ensure fairness in faculty compensation, each institution will submit a
plan to me that will close the gender gap in 5 years.

[ should note that this is an area where we’ve already made some good progress. Our
gender pay gap is significantly smaller than the national average, but it ought to be zero.

And I'm confident that it will be soon.

This is an opportunity to not only do the right thing, but to show the world that Texas is
prepared to lead on every issue that matters.

But we can’t lead unless we are at our best. Any fair assessment of the health of our
state can only conclude that we are not as healthy as we ought to be.

Compared to other states, we rank very poorly in some very important health
categories.
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We're in the bottom 20 in, among other things, diabetes, obesity, and pre-term births.
We're in the bottom 10 in youth obesity and adult inactivity.

However, we have unquestionably, some of the finest health care institutions in the
nation—and in the world.

[ am convinced that there is nothing we can’t conquer if we put the power of our
institutions—the collective power—to work.

Consequently, we are going to develop a collaborative Health Care Enterprise that will
leverage our size and expertise, and connect our regional capabilities to ensure we
provide Texas, the nation and the world with the finest health care possible.

In practical terms, this means collaboration among our health institutions along all lines
of major health care functions—such as shared clinical information, shared service
lines, clinical trials and telehealth.

We will incentivize and, where necessary, drive partnering so that we take full
advantage of the phenomenal talent and expertise that exists around the enterprise.

So that every doctor, every patient, every caregiver, knows that the quality care they
give and the quality of care they receive is equal, regardless of their status or location.

Let me turn to another area where we intend to scale to our strengths, build a team of
teams, and attack a problem that affects millions of people in Texas and around the
world.

As you can see in this slide, neurological illnesses and mental disorders inflict a lot of
human suffering every year.

And it’s getting worse.

Certainly here in Texas, with our senior population being the fastest growing age group,
the urgency to address Alzheimer’s is clear.

The good news is that there is magnificent work going on in the neurosciences and we
are already a big part of it.

We have many excellent programs, spread across of our institutions, focused in some
form or fashion on brain health.

So we are going to launch an effort akin to the Manhattan Project to understand,

prevent, treat, and cure the diseases of the brain.
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The Manhattan Project, as you probably know, was the mother of all collaborative
research projects, which resulted in hastening the end of World War II.

The comparison to what we want to achieve in brain health may seem hyperbolic, but it
is apt, because the Manhattan Project tapped the greatest scientific minds working at
geographically dispersed sites and doing their own unique work, but all contributing
and collaborating in pursuit of a common goal.

That’s precisely the approach we’re going to take.

We will make an unprecedented investment in leveraging and connecting all the cutting
edge science ongoing at UT institutions.

Once again, we will drive collaboration, incentivize partnerships and demand scientific
and clinical cooperation.

Where possible, we will expand our efforts in brain health so that more talent can be
applied against this growing demand.

There is a revolution in Brain Health underway—and UT is going to lead it.

At my Navy retirement ceremony 14 months ago, [ said I thought we were in perilous
times, that in my 37 years of military service I'd never seen the world in such chaos.
Fourteen months later, [ believe that even more strongly.

What's more, the national security threats confronting us today are so varied, so
complex, and so serious, they are screaming for the brightest available minds to
convene and collaborate in search of solutions.

[ believe that we at the UT System are uniquely positioned to establish ourselves as
national leaders in this space, because scattered among our institutions, we already
have great minds thinking and working on our national security problems.

In fact, because of space constraints, the map you're looking at shows only a small sub-
set of the more than 40 centers, institutes, and labs focusing on issues related to our
national security.

Important programs that aren’t up there include the Cyber Security Research and
Education Institute at UT Dallas, the Border Biomedical Research Center at UT El Paso,
and the Center for Petroleum Security Research at UT Tyler.

There are many others and the fact that we can’t even fit them all on a slide underscores
the opportunity we have to take the great work being done all around our system and
leverage it into something of international value.
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So our intent is to establish the UT Network for National Security, a system-wide
alliance that will address the most vexing problems—raise them to national
prominence, convene world forums, write, discuss, debate, and present solutions.

We should be leading the commentary on Sunday talk shows, C-SPAN, and in the Think-
Tanks that deliberate on tough issues.

[t will be a network with much stronger ties to leaders and organizations in Washington
and across the international community.

[ want world leaders everywhere to ask: What does Texas think?
So, with these Quantum Leaps we will play to our strengths in size, talent and diversity.

We will build the “Team of Teams” necessary to tackle the most difficult problems
confronting us.

We will aggressively address the pipeline for student success.

We will give every student the skills necessary to lead in this complex world.
We will fight hard for the finest talent in the academy.

We will drive toward faculty diversity and ensure gender equity.

We will incentivize institutional collaboration throughout out our healthcare enterprise
to provide the best quality care for our citizens.

We will lead a revolution in brain health and we will be known worldwide for our views
on issues that affect the security of our nation.

But there is one more “Quantum Leap” that we must take to elevate our status to the
world’s finest university system.

What we know from our strategic assessment—what we know from the efforts of those
that have gone before us—is the educational demands of Texans will continue to grow.

Additionally, what I have learned over the past 37 years in the military is that in order
to make a system, an organization, as strong as possible means you must tap into all the
resources available to you.

Recognizing these two basic points, it seems obvious that the UT System must broaden
its access to more of Texas’ brightest students and at the same time take advantage of
the incredible talent and expertise that exists in the states most populous and most
international city and the 4t largest city in the Nation.

Minutes - 27



November 5, 2015 Meeting of the U. T. System Board of Regents — Meeting of the Board

Consequently, we will expand the UT footprint into the city of Houston.

This will not be a University of Texas at Houston, rather it will be an “intellectual hub”
for UT—an opportunity for all our campuses to take advantage of the Houston
professionals in the fields of medicine, energy, engineering, business, aerospace, health
care and the arts.

This effort will be decades in the making but will help drive our System to the very top
tier in the nation.

While at the same time allowing us to build partnerships with industry and the other
great academic institutions in the area to strengthen the quality of education, research
and the economic vitality of all of Texas.

We are completing the acquisition of over 300 acres of real estate off Buffalo Point just
3.5 miles from the Texas Medical Center.

This will be a game changer, in a very positive way, for Houston, for the UT System, and
for the state of Texas.

We have an opportunity to create something new and exciting to help make Texas even
more competitive on the world stage.

Imagine the research dollars flowing to Texas, and particularly to Houston.

Imagine the impact on generations and generations of Texans who will have greater
access to a world-class education.

At the beginning of the new year, [ will convene a task force of civic leaders, legislators,
academic and health presidents, faculty, students, regents and other constituents to
begin planning for the development of this property.

But, here is what is the art of the possible.

Over one hundred years ago, men like Breckenridge, Littlefield and Pease, and the Smith
family had an idea, a vision of the future.

70 years ago, men like Monroe D. Anderson and more presently the visionaries at Texas
Instrument all believed that their contributions would become something worthwhile.

But not even in their wildest dreams could they have imagined what we have today.

But they were bold. They were risk takers. They knew that if they invested in land and
had a dream that somehow, through the hard work, dedication and commitment of
those in Texas, their dreams would become reality.
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Today, this Board of Regents, this University System will dream big and we will act with
unparalleled boldness.

No one knows exactly what the future will hold, but we are betting on the men and
women of Texas to shape their future in way never before seen in higher education,
research and health care.

And, betting on the people of Texas is always a good idea.

So, these are my eight Quantum Leaps. They are the ideas, the initiatives, the projects
that will help guide the UT system into national prominence.

As we go forward, I will bring initiatives to the regents for their consideration.

In closing, every organization can only reach its full potential if it has a strong ethos, a
culture of quality and dedication.

The next few slides represent our values as a system and commitment to this great
state.

Our priority is to our students and our patients.
We will be unyielding in our drive for success.
We will collaborate, communicate and build this team of teams.

Nothing is more important than our credibility and all our actions will be moral, legal
and ethical.

We will exceed all expectation and be the most responsive and dedicated university
system in the nation.

But to meet those expectations we must communicate, collaborate and we must build a
Team of Teams whose focus is on the people of Texas, and by extension, the world.

We will not only adapt to the changing world, we will lead the change.

To the BOR, thank you for your faith and confidence in me. Ilook forward to the years
ahead and watching this vision unfold.

Thank you very much.
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LEADING IN A
COMPLEX WORLD

A Strategic Approach, 2015 - 2020

William H. McRaven, Chancellor
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ACTIONS TAKEN THUS FAR

Established direct lines of reporting

Established the Deputy Chancellor position as Chief Operating Officer
Routine leadership communication; expanded means of collaboration
Policy and rule review underway

Directed organizational assessment to align System Administration
Completed a review of compliance structure

Bridging Academic and Health Affairs

Developed the Central Bank Concept

Applying private sector practices to plan, design and construct
institutional facilities
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OVERVIEW

1. Mission

2. Operating Concept
3. Decision Process

4. Strategic Assessment
5. Quantum Leaps
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UT SYSTEM MISSION STATEMENT

The mission of The University of Texas System is to
improve the human condition in Texas, our nation and
our world.

The System will use its size, diversity, and quality to
advance education, push the bounds of discovery,
enhance population health, build stronger communities,
and shape public policy for the common good.
Producing high quality human capital with a sense of
service and the ability to lead, we will pursue solutions
to the problems of our state, our nation and our world.

We are a state university system with global impact.
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OPERATING

CONCEPT

We will ensure that our
and care enterprises are

in higher education,
research and health care.

We will accomplish this task by
establishing a

in climate, culture, and
practice, where the strengths of
one institution help reinforce the
quality and competitiveness of the
other members.
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OPERATING

CONCEPT

The System Administration will
assist me in providing the

and for
our member institutions while
ensuring that

to accomplish

its academic, research and health
care goals.

System Administration will add
value by

of finance,
development, marketing,
construction, state and national
level coordination, policy advice
and security
on the individual institutions.
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OPERATING

CONCEPT

, we Will orchestrate

systemwide progress to
that

encumber student success, high
quality research, meaningful
discovery, and excellence in
patient care. We will then
aggressively undertake steps to
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OPERATING

CONCEPT

To facilitate system collaboration
and coordination we will build
staffing mechanisms to include

dedicated coordination meetings,
and
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OPERATING

CONCEPT

Additionally, we will work to
identify and implement
that will propel the

University of Texas System into the
national and international
discussion on all facets of
education, research, health care
and leadership. These ideas will be

and then

through a
deliberate and

10
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OPERATING

CONCEPT

We will be known world-wide for

developing in all fields of
endeavor, but we will never forget
that is, first and

foremost, to the

We are a state system with global
influence.

11
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Complexity and Increasing Rates of
Change:
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An Agile Decision Process
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THE STRATEGIC PLANNING AND

DECISION PROCESS

viAwN

N O

Identify the areas of interest
Prioritize the programs alighed with those areas
Develop an implementation plan

. Ensure the plan is fiscally sound and appropriately constrained

Receive approval from the Board of Regents if resources
are required

. Execute the plan
. Track and measure progress (eliminate or reduce if the initiative

is hot performing)

. Communicate and collaborate throughout the process

13
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PLANNING &
EXECUTION PROCESS

A Disciplined Process

With Prioritized Resource and
Budget Alignment

Actions are Tracked and
Measured

Accountable Leadership
Responsible for Execution

v
Issue, Task: ©

With a Common Operating ¢ CBotiom0e:C
Picture Achieved Througha or Syste™
Rhythm of Communication
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STRATEGIC ASSESSMENT
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A CHANCELLOR’S DUTY: CHARTING THE COURSE

DR. HANS M. MARK

1984-1992

. [ ] (] L]
DR. WILLIAM H. CUNNINGHAM MR. R. D. BURCK MR. MARK G. YUDOF DR. KENNETH |. SHINE

1992-2000 2000-2002 2002-2008 2008-2009

COMMON THREADS:

Adapting to a changing state and world; enabling Texas to lead
the nation in excellence in education, health, and research;
being good stewards of resources.

COMMON CHALLENGES:

Global competition; access to growing segments of the
population in need; balancing quality and growth; prioritizing
resources.

[ ]
DR. FRANCISCO G. CIGARROA

2009-2015

16
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WHAT WE DID

Sought understanding first...of our role
as a public university system, of our
environment, and of the impact of the
environment on our role.

17

pJeog ayj Jo Bunass|y — sjusbay Jo pleog WalSAS "1 N 8yl Jo Bunesy SLOZ ‘S J8qUBAON



Ly - senuipy

WHAT WE DID

Gathered volumes of data on current
and trending conditions...from local to
global...interviewed numerous experts
and leaders, including each President
and Provost in the System.

18
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WHAT WE DID

ldentified aspects of the environment
relevant to our role and responsibility to
Texas; and decided where to focus our
effort as a System.

19
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OUR POPULATION GROWS IN SIZE
AND DIVERSITY

The population of Texas is projected to
increase by 13 million residents during the next
20 years (48% growth).

TEXAS POPULATION
(IN MILLIONS)

2o | 27.7M
202 [ - 0.0 M

22
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2015

2035

IMPORTANT AGE GROUPS TO NOTE

The number of Texans 65 years or older will be
the fastest growing age group, more than
doubling in 20 years.

The health care needs of a

TEXAS POPULATION AGE 65+ i i )
rapidly growing senior

(IN MILLIONS)

I 3.2M

population will increase
significantly.

23
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IMPORTANT AGE GROUPS TO NOTE

People aged 25-44 will be the second-fastest
growing age group.

Skills and education of this
demographic must keep

pace with an ever-
changing workforce to
meet demands.

TEXAS POPULATION AGE 25-44
(IN MILLIONS)

o5 [ 7.7 M

2035

24
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2015

2035

IMPORTANT AGE GROUPS TO NOTE

Among states with the largest 15-19
population, Texas is the only state with a
growing 15-19 population.

The demand for higher

TEXAS POPULATION AGE 15-19
(IN MILLIONS)

I 2.0M

education will remain
high.

25
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GROWTH IN DIVERSITY

We are a Minority-Majority State now.
By 2035, Texas will be a 70% Minority-Majority
State.

NON-ANGLO SHARE OF TEXAS POPULATION

zors | 57 .8 %
205 | 7 0.2 %

26
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OUR ECONOMY
CONTINUES
TO GROW

TEXAS CREATES
MORE JOBS THAN
ANY OTHER STATE
IN THE US

EMPLOYMENT GROWTH, 2005-2014

1,795,727 TE

574,894 CALIFORNIA

498,035 NEW YORK

277,111 WASHINGTON

228,219 COLORADO

27
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TEXAS UNEMPLOYMENT RATE

O
2010 221
8.1%
81% .
2012 O
2013
o
2014
0,
o
2015
9/15/15

THE UNEMPLOYMENT RATE CONTINUES TO DECLINE

28
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GROWTH IN HIGHER
EDUCATION
ACHIEVEMENT

ASSOCIATE’S

BACHELOR’S

MASTER’S

% GROWTH, 2004 - 2014
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LIFETIME EARNINGS IN MILLIONS OF DOLLARS

EDUCATION
CONTINUES ITS e $4.4
POSITIVE IMPACT _

ON THE ECONOMY 2uCToRAL $3.4 I

$1.6 ASSOCIATE’S DEGREE
HS DIPLOMA
NO HS DIPLOMA

30
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YET ECONOMIC
DISPARITY IS ON
THE RISE

5.8%

MEDIAN

3.8%

-1.4%

US WAGE GROWTH and DECLINE BY
WAGE PERCENTILE, 2004-2014

B
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EDUCATION HAS
A DIRECT IMPACT
ON THE ECONOMY
AND ECONOMIC
DISPARITY

e 6 €

THE EARNINGS
GAP BETWEEN
HIGH SCHOOL-ONLY
AND COLLEGE
GRADUATES IS
ACCELERATING

82
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EDUCATION'’S
IMPACT ON THE
ECONOMY

-

—

HIGH SCHOOL-ONLY
GRADUATES ARE

MORE LIKELY

TO BE UNEMPLOYED

33

pieog ayj jo Bunes|y — sjusbay Jo pieog WaIsAS " "N 8y} Jo Bunesy G510z ‘S JoquiaAoN



29 - S9JNuUIN

EDUCATION'’S
IMPACT ON THE
ECONOMY

EDU

THE TEXAS WORKFORCE
COMMISSION SHOWS
THE STRONGEST GROWTH
IN JOBS AT HIGHER
EDUCATION LEVELS
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EDUCATION'’S
IMPACT ON THE
ECONOMY

THE NUMBER OF ENTRY
LEVEL JOBS REQUIRING
A MASTER’S DEGREE
IS ON THE RISE
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Texas’ human capital is at risk from
challenges to our population health.

HEART CANCER LOWER STROKE
DISEASE RESPIRATORY
DISEASE

170.7 156.9

42.4

CHALLENGES TO HEALTH AND WELL-BEING

6 OF THE 7

LEADING CAUSES OF
DEATH IN TEXAS ARE
CHRONIC DISEASES.

ALZHEIMER’S DIABETES

RATE PER 100K POPULATION (AGE ADJUSTED),2013 36
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PHYSICIAN SHORTAGE AND THEIR DISTRIBUTION EXACERBATES

CHALLENGES TO HEALTH, WELL-BEING, AND ACCESS TO CARE

OUT OF 50 STATES

LOW PHYSICIAN PER
CAPITA RATE

(PER 100,000 MEMBERS OF THE
POPULATION)

4 2 n d PHYSICIAN PER CAPITA RATE
4 7 t h PRIMARY CARE PHYSICIANS
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TEXAS RANKS POORLY ACROSS MANY DISEASE

CONDITIONS WHERE RISK FACTORS ARE MODIFIABLE.

TEXAS IS AMONG THE

DIABETES
WORST STATES FOR OBESITY
FLU VACCINATIONS
PRE-TERM BIRTHS
YOUTH TOBACCO USE
WORST STATES FOR o ADULT INACTIVITY
/o OBESITY IN YOUTH
UNINSURED

TEXAS

MUST BE
HEALTHIER
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THE

UT HEALTH CARE
ENTERPRISE

We will develop a
collaborative health care
enterprise that will leverage
our size, our expertise,and
connect our regional
capabilities to ensure we
provide Texas, the nation
and the world with the
finest health care possible.

UT SOUTHWESTERN MEDICAL CENTER

UT HEALTH SCIENCE CENTER AT TYLER

UT MD ANDERSON CANCER CENTER
UT HEALTH SCIENCE CENTER AT HOUSTON

UT MEDICAL BRANCH AT GALVESTON

UT HEALTH SCIENCE CENTER AT SAN ANTONIO
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=

THE

UT HEALTH CARE
ENTERPRISE

We will develop a
collaborative health care
enterprise that will leverage
our size, our expertise,and
connect our regional
capabilities to ensure we
provide Texas, the nation
and the world with the
finest health care possible.

UT SOUTHWESTERN MEDICAL CENTER

\ UT HEALTH SCIENCE CENTER AT TYLER

UT DELL MEDICAL SCHOOL

Q ( UT MD ANDERSON CANCER CENTER

UT HEALTH SCIENCE CENTER AT HOUSTON
UT MEDICAL BRANCH AT GALVESTON
UT HEALTH SCIENCE CENTER AT SAN ANTONIO

O { UTRGV SCHOOL OF MEDICINE

pieog ayj jo Bunes|y — sjusbay Jo pieog WaIsAS " "N 8y} Jo Bunesy G510z ‘S JoquiaAoN



801 - saInuIN

=

THE

UT HEALTH CARE
ENTERPRISE

We will develop a
collaborative health care
enterprise that will leverage
our size, our expertise,and
connect our regional
capabilities to ensure we
provide Texas, the nation
and the world with the
finest health care possible.
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THE

UT HEALTH CARE
ENTERPRISE

We will develop a
collaborative health care
enterprise that will leverage
our size, our expertise,and
connect our regional
capabilities to ensure we
provide Texas, the nation
and the world with the
finest health care possible.
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FOR THE CHALLENGES IN
BRAIN HEALTH
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HUMAN COST

In America, neurological
illnesses and mental
disorders inflictinordinate

human suffering every year.

SCHIZOPHRENIA
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UT ARLINGTON: NERVE AND TBI STUDIES

UT SOUTHWESTERN MEDICAL CENTER: ALZHEIMER’S
UT DALLAS: CENTER FOR BRAINHEALTH
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; UT AUSTIN: INSTITUTE FOR NEUROSCIENCE

9 /S UT MD ANDERSON: BRAIN TUMOR RESEARCH
UTHSC HOUSTON: NEUROBIOLOGY CENTER

UTMB: CENTER ON AGING

UTHSC SAN ANTONIO: INSTITUTE ON AGING
UTSA: NEUROSCIENCE INSTITUTE
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A REVOLUTION IN BRAIN HEALTH

We will undertake an effort similar to the scale
of the Manhattan Project to understand,
prevent, treat, and cure the diseases

of the brain.
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SECURITY CHALLENGES
FACING THE NATION




UT SOUTHWESTERN: BIO CONTAINMENT

&

UT AUSTIN: CLEMENTS & STRAUSS CENTERS
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UTHSC HOUSTON: INFECTIOUS DISEASES
UTMB: BIO DEFENSE/INFECTIOUS DISEASES

UTSA: INSTITUTE FOR CYBER SECURITY
UTPB: COLLABORATION WITH LOS ALAMOS ON ENERGY SECURITY TECH
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UTEP: INTER-AMERICAN BORDE UTRGV: COASTAL STUDIES LAB
STUDIES CENTER
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THE UT NETWORK FOR
NATIONAL SECURITY

We will establish a Systemwide alliance of
national security experts drawn from more
than 40 centers and institutes to elevate
Texas to a national authority on issues of
critical importance facing the world today.
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EXPAND THE SCALE OF
OUR STRENGTH

We will broaden our footprint in the city of
Houston to take advantage of its size, strength
of institutions, and talent of the professionals
in science, business, health care and the arts.
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U. T. System Board of Regents: Authorization for the Chancellor to submit Report
Concerning Designated Tuition

The Board granted authority to the Chancellor to submit on its behalf the "Report
Concerning Designated Tuition" as required by the current General Appropriations
Act, House Bill 1, Article 1ll, Section 49 to the Lieutenant Governor, Speaker of the
House, Chair of the Senate Finance Committee, Chair of the House Appropriations
Committee, and members of the Legislative Oversight Committee on Higher
Education.

A Report Concerning Designated Tuition is to be filed not later than January 1, 2016,
by the governing board of each public institution of higher education that charges
students designated tuition under Section 54.0513, Texas Education Code. The
Report identifies the amount of designated tuition collected, the purposes for which
it was spent, the amount spent for each purpose, the amounts set aside for resident
undergraduate and graduate student assistance as required by Sections 56.011

and 56.012, Texas Education Code, and how those amounts are allocated among
various types of student assistance.

Completion of the Report requires certain financial information contained in the
pending annual financial report, which will not be completed until December 1, 2015.
Upon completion of the Report, a copy will be provided to members of the Board.

U. T. System Board of Regents: Amendment of Regents’ Rules and Regulations,
Rule 10101 (Board Authority and Duties) to add a new Section 3.6 to reference new
State law requirements for Board member training

The Board amended Regents' Rules and Regulations, Rule 10101, regarding Board
Authority and Duties, to add a new Section 3.6 to reference new State law require-
ments for Board member training as set forth below:

Sec. 3  Duties and Responsibilities of Each Regent.

Sec. 3.6 Each member of the Board must attend an intensive short
orientation course as required by Texas Education Code
Section 61.0841 developed by the Texas Higher Education
Coordinating Board, and training sponsored or coordinated by
the Office of the Governor on the first opportunity after taking
the oath of office. No member of the Board appointed on or
after January 1, 2016, may vote on a budgetary or personnel
matter until the intensive short course is completed.
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Recent amendments to Section 61.084 of the Texas Education Code, effective on
January 1, 2016, require each Regent to attend a short orientation course developed
by the Texas Higher Education Coordinating Board. The Coordinating Board's
course is to include:

. Best practices relating to excellence, transparency, accountability, and
efficiency in the governing structure and organization of general academic
teaching institutions and university systems;

. Best practices relating to the manner in which governing boards and
administrators develop and implement major policy decisions;

. Matters relating to excellence, transparency, accountability, and efficiency in
governance and administration; and

. Ethics, conflicts of interests, and the proper role of a board member in the
governing structure of general academic teaching institutions and university
systems.

The law also requires each Regent to attend the Office of the Governor's training
course for newly appointed State officers and prohibits Regents appointed on or
after the effective date from voting on a budgetary or personnel matter until the
intensive short orientation course has been completed.

Training provided in The University of Texas System's current Board member
orientation, in place since 2013, also tracks the requirements set forth in the law.

U. T. System Board of Regents: Revision of Regents’ Rules and Requlations,
Rule 30105, concerning Sexual Harassment, Sexual Misconduct, and Consensual
Relationships to add lanquage required by new State law

The Board approved amendments to Regents' Rules and Regulations, Rule 30105,
concerning Sexual Harassment, Sexual Misconduct, and Consensual Relationships,
to read as set forth below to add language required by new State law:

Sec.2  Adoption of Policies. Each U. T. System institution and U. T. System
Administration shall adopt policies and procedures prohibiting sexual
harassment, sexual misconduct, other inappropriate sexual conduct,
and regarding consensual relationships in substantial compliance with
the Office of General Counsel model policies and procedures. Each
institution's policy must include definitions of prohibited behavior,
sanctions for violations, and the protocol for reporting and responding to
reports of assault. Each institution must review the policy each biennium
and submit changes to the Board for approval.
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Sec. 3  Publication of Policies. The institution's policies and procedures must be
published through the institution's website on a web page dedicated solely
to the policy through the institution's website and in the institution's
Handbook of Operating Procedures after review and approval by the
appropriate Executive Vice Chancellor and the Board.

Section 51.9363 of the Texas Education Code was added during the

2015 Legislative Session to require public higher education institutions to adopt,
promote, and review individual policies on campus sexual assault. The new law also
outlines certain requirements to be included in the policy. Additionally, the law
requires a separate web page for the policy, accessible through the institution's
website. Currently, all institutions are in compliance with this provision.

Each University of Texas System institution’s policy currently meets the new
statutory language, and each was recently updated to meet federal guidance based
on Title IX. The law also requires Board approval for all policies and future changes
to policies. These policies will be presented to the Board for review and approval at
a future meeting.

STANDING COMMITTEE RECOMMENDATIONS AND REPORTS TO THE BOARD.--
At 9:58 a.m., Chairman Foster announced the Board would hear the reports and
recommendations of the Standing Committees, which are set forth on Pages 136 - 342.
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REPORT OF THE AUDIT, COMPLIANCE, AND MANAGEMENT REVIEW COMMITTEE
(Page 136).--Committee Chairman Hildebrand stated there were no items from the Audit,
Compliance, and Management Review Committee to report in open session.

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

There were no items referred from the Consent Agenda.

2. U. T. System: Report on the external assessment of the U. T. Systemwide
Compliance Program

This item was for consideration only by the Committee (see Committee Minutes).

3. U. T. System: Annual Report on the Information Security Compliance Program

This item was for consideration only by the Committee (see Committee Minutes).

4, U. T. System: Report on the Systemwide internal audit activities, including the
FY 2015 Annual Report

This item was for consideration only by the Committee (see Committee Minutes).
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APPROVAL OF STANDING COMMITTEE RECOMMENDATIONS.--At 10:04 a.m., the
Board voted and approved the Standing Committee recommendations.

RECESS TO EXECUTIVE SESSION.--At 10:05 a.m., the Board recessed to Executive
Session pursuant to Texas Government Code Sections 551.071, 551.072, 551.073, and
551.074 to consider those matters listed on the Executive Session agenda.

RECONVENE IN OPEN SESSION.--The Board reconvened in Open Session at 11:38 a.m.
to consider the following actions on Executive Session items and to consider the following
agenda items.

la. U. T. Medical Branch - Galveston: Approval of increase in compensation for
Donna K. Sollenberger, Executive Vice President and Chief Executive Officer,
Health System (Regents’ Rules and Reqgulations, Rule 20204, regarding
compensation for highly compensated employees)

Upon motion by Regent Cranberg, the Board approved the increase in
compensation for Donna K. Sollenberger, Executive Vice President and Chief
Executive Officer for The University of Texas Medical Branch at Galveston
Health System, within the parameters outlined and recommended in Executive
Session.

He further moved that the Board find that this compensation change is in the best
interest of U. T. Medical Branch - Galveston as required by State law.

The motion was duly seconded and carried by acclamation.

1b. 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

No action was taken on this item.
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U. T. Dallas: Approval of proposed neqgotiated gifts with potential naming features

Upon motion by Regent Beck, duly seconded, the Board authorized the Vice
Chancellor for External Relations and the Presidents of The University of Texas at
Dallas, The University of Texas Rio Grande Valley, The University of Texas at San
Antonio, and The University of Texas Medical Branch at Galveston to conclude
negotiations necessary to finalize and accept gifts to benefit those institutions with
potential naming features consistent with the terms and conditions outlined and
recommended in Executive Session.

The motion carried by acclamation.

U. T. Rio Grande Valley: Approval of proposed negotiated gifts with potential naming
features

See Item 2a above for action taken on this item.

U. T. San Antonio: Approval of proposed neqgotiated gifts with potential naming
features

See Item 2a above for action taken on this item.

U. T. Medical Branch - Galveston: Approval of proposed negotiated qifts with
potential naming features

See Item 2a above for action taken on this item.

U. T. Southwestern Medical Center: Discussion and appropriate action to lease and
purchase from Hammes Company, a built-to-suit medical office building and
ambulatory surgical center with approximately 250,000 square feet of space on the
east side of Dallas North Tollway and north of Lebanon Road, Frisco, Collin County,
Texas, for clinical use (Deferred)

The item related to a proposed lease and purchase of a medical office building and
ambulatory surgical center at The University of Texas Southwestern Medical Center
was deferred.
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U. T. System: Discussion and appropriate action regarding proposed purchase of
approximately 332 acres of land in Houston, Harris County, Texas, comprised of
various tracts of land generally located south of West Bellfort Avenue, east of South
Main Street, and north of Holmes Road, and in the vicinity of Buffalo Speedway and
Willowbend Boulevard

See the item on Page 3 for action taken on this item on November 4, 2015.

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

No action was taken on this item.

U. T. System Board of Regents: Discussion and appropriate action reqgarding legal
issues concerning purchasing and procurement, including implementation of Senate
Bill 20

No action was taken on this item.

U. T. System Board of Regents: Discussion and appropriate action concerning legal
issues related to litigation styled Hall v. McRaven

No action was taken on this item.

AGENDA ITEMS (continued)

U. T. System Board of Regents: Report and discussion regarding purchasing and
procurement policies, including implementation of Senate Bill 20

Executive Vice Chancellor Kelley reported on the status of purchasing and
procurement issues, including implementation of Senate Bill 20.

Remarks by Dr. Kelley
(essentially as delivered)

Thank you, Mr. Chairman. This is listed as an action item; not sure if any
action is required. Although Item 8, | believe, will require an action related to
this.

And | know the Board is very familiar with this process. | wanted to give a
brief background, and then indicate where we are as we move forward in the
implementation of Senate Bill 20 and other requirements or requests that the
Board has asked us to do.
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If you recall, about a year ago is when the Board, really ahead of any other
issues from the state, asked us to review our purchasing practices and
ensure that they were in line with best practices throughout the country.
We engaged a small working group that | chaired and there were additional
concerns raised by the state and a review of purchasing practices that
ultimately resulted in the passage of Senate Bill 20.

In the interim, we received a letter from the Governor asking us to comply with
certain purchasing practices. We tried to incorporate those into our working
group recommendations, which we then brought to you in May (2015). There
were nine of those at that time. Subsequently, Senate Bill 20 was passed and
we then took the working group recommendations, added to it any additional
requirements from Senate Bill 20 as well as some additional riders which were
passed associated with the Appropriations Bill. As a result, we have been
communicating with the campuses regularly and moving forward with the
implementation of a number of these factors. In most cases, the implementation
of Senate Bill 20 indicated “as soon as practicable.” In addition, we had some
timelines suggested for our recommendations related to the GPO (Group
Purchasing Organization) work group that we put together.

One of the requirements related to Senate Bill 20 was the posting for
transparency; the posting of all of our RFPs (Requests for Proposals) and
purchase orders, contracts on the website, making it available to the public.
The campuses have been very good at working through that and in fact, most
or at least many have already completed that requirement. We should be
done by, and having all the campuses comply with that particular regulatory
requirement, by the end of the calendar year.

Secondly, and similarly, we are also required to report to the Legislative
Budget Board subject to some thresholds. Senate Bill 20 requires the posting
of all contracts regardless of amount. The reporting to the Legislative Budget
Board of similar information had some different threshold amounts of $50,000
and $10 million. Nonetheless, that requirement, that process is in place and is
working through, and again we should be fully compliant with that process by
the end of the calendar year. We have established common dollar thresholds
and also an exclusive acquisition form and process, which we talked about at
the May meeting. That direction has been given and campuses are in
compliance with that.

We talked about GPOs and in the interim, we identified some GPOs and
requirements that we would follow based on the type they were. We talked
about the spectrum from the Supply Chain Alliance, which goes through a
very rigorous process and through others; GPOs that might be a name only.
So we did two things. In May, we suggested that there were five GPOs that
we would allow campuses to continue to engage with, but there were
requirements related to how they would interact. For the Supply Chain, they
were able to go ahead and utilize that because of the process. For others like
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Premiere, they could go through it, but they required still a sort of a bid if you
will; a pricing bid for goods and services if utilizing that GPO where they had
more than one vendor providing that. And we had a tiered list; | will not go
through that unless there are questions. But, we are working through that
process, and that is fully in place right now.

However, we are also in the process of developing what we call a certification
or accreditation process to go back and recertify or look at each of the group
purchasing organizations with whom we may do business and to determine
our comfort level and how we utilize or interact with that. That process will be
brought to the Board in February (2016) for approval and for your direction.
Assuming that is approved at that point, then we will utilize that process to, in
essence, accredit and review our GPOs and understand how we can engage
with them, so that is underway. We are going through the process. Part of
that was also for those contracts with GPOs above a certain threshold. They
were exempt prior to this, and again, this is just GPOs, not exclusive
acquisitions, but they were exempt from Board approval. We have now
modified that to go through a review process. We initially considered in the
proposal utilizing the Audit Committee of the Board in a process where we
would send out information to that Audit Committee and then if they desired,
they could either allow that to move forward or place that on the Board
agenda.

We were informed by Francie (Frederick) that that potentially violated some of
the posting requirements, so the process has been now modified to be
reviewed by a group internally, including Mike Peppers from Internal Audit,
Francie (Frederick) from the Board Office, and Dr. David Daniel, the Chief
Operating Officer. So, contracts above that threshold with a GPO would go
through that process, that review. If there were any concerns, they would be
forwarded for Board approval. If not, they could continue to move forward
again, subject to the other limitations that we have put in place. And we put
that in place so the campuses could utilize that in a more expeditious way as
needed.

The Contract Management Handbook which will be -- we are actually asking
for a change in Board Rules; the action item in the next Agenda Item, which
would permit this -- has been written in draft form assuming it is a requirement
of the Senate Bill. | think it has been very well done, and the credit really goes
to the Office of General Counsel, Jim Phillips, Paul Steinkraus, and others
who have worked on that. They have also engaged the purchasing officers. It
is lengthy; it is about 181 pages, but it is well indexed. There are ways, | think
relatively easily, to maneuver through that and understand and find answers
to questions that will be published to all of the campuses by the first of the
year.

Conflict of interest -- we are working through the process to manage the
conflict of interest requirements under Senate Bill 20, particularly for the
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Presidents, the Chief Legal Officers, and the Chief Procurement Officers on
the campuses so that we will have a form in place and a process to be able to
identify where conflicts exist and to manage through that as per the law. That
is again working through, and we do not have a specific date on when that will
be completed, but we are actively engaged in that. We are also ensuring that
System institutions who enter into certain contracts with a business entity
above a million dollars disclose interested parties. That needs to be complete
by the first of the year, and will be. We have got a process in place that we
are working towards.

With the campuses, new record retention schedules have been
communicated and again, are largely in place but will be finalized and in place
by the end of the calendar year. We have received direction from General
Counsel as required as part of our recommendations, and we are conducting
weekly calls with the procurement officers to again continue to discuss the
implementation of these aspects and working through to their conclusions.

So, in large measure, we believe we will be compliant in virtually everything
by the end of this calendar year or the first of January 2016, with again a
couple of things as we work through to verify as noted.

So, with that, | know this has been a topic of concern and consideration. |
would say, just to reiterate, | think our System not only has responded well to
these requirements, but even in advance of that at the direction/behest of the
Board has worked to ensure that best practices and relationship to the
purchasing process have been engaged.

U. T. System Board of Regents: Amendment of Regents’ Rules and Regulations,
Rule 20901, regarding Procurement of Certain Goods and Services, to add a new
Section 1 (Contract Management Handbook) to incorporate new State law

requirements

The Board approved amendment of Regents' Rules and Regulations, Rule 20901,
regarding Procurement of Certain Goods and Services, to add a new Section 1 to
read as set forth below. Remaining sections will be renumbered.

Sec. 1 Contract Management Handbook. Each institution and U. T. System
Administration shall develop and maintain a Contract Management
Handbook that provides consistent contracting policies and procedures,
including a risk analysis procedure.

The Contract Management Handbook shall establish contract review
procedures and a contract review checklist approved by the Office of
General Counsel. The review procedures and checklist must include:

1.1 adescription of each step of the procedure used to evaluate and
process contracts;
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1.2  achecklist that describes each process that must be completed
before contract execution; and

1.3 avalue threshold that initiates required review by legal counsel
unless the contract is a standard contract previously approved by
counsel.

The changes to Regents' Rule 20901 incorporate the new requirement in Texas
Government Code Section 2261.256 (Senate Bill 20) that state agencies, including
University of Texas System Administration and each U. T. System institution, will
have a Contract Management Handbook. Pursuant to State law, the Handbook must
be consistent with the Comptroller's contract management guide and must also
contain a description of each step of the procedure used to process contracts, a
checklist for the required processes, and a value threshold for required review by
legal counsel.

A link to each Handbook is to be available through each institution's website and be
provided to the Comptroller as required by law.

SCHEDULED MEETING.--The next regularly scheduled meeting will be held on
February 10-11, 2016, in Galveston.

ADJOURNMENT.--There being no further business, the meeting was adjourned at
11:52 a.m.

/sl Carol A. Felkel
Secretary to the Board of Regents

December 10, 2015
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