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MEETI NG NO. 917

WEDNESDAY, NOVEMBER 11, 1998.--The nenbers of the Board

of Regents of The University of Texas System convened at

2:00 p.m on Wednesday, Novenber 11, 1998, in the Shivers

Conf erence Roomon the eleventh floor of the R Lee Cark dinic
Buil ding at The University of Texas M D. Anderson Cancer Center in
Houston, Texas, with the follow ng in attendance:

ATTENDANCE. - -

Pr esent Absent
Chai rman Evans, presiding

Vi ce- Chai rman Loeffler

Vi ce- Chai rman Cl enments

Regent Hi cks

Regent Leber mann

Regent Oxford

Regent Riter

Regent Sanchez

Regent Smi |l ey

Executive Secretary Frederick

Chancel | or Cunni ngham

Executive Vice Chancellor Millins
Executive Vice Chancel |l or Burck
Vi ce Chancel | or Sharpe

Chai rman Evans announced a quorum present and cal |l ed the neeting
to order.

RECESS TO EXECUTI VE SESSION. --At 2:02 p.m, Chairman Evans
announced that the Board woul d recess to convene in Executive
Session pursuant to Texas CGovernnent Code, Chapter 551, Sec- tions
551. 071, 551.073, and 551.074 to consider those matters listed on
t he Executive Session agenda.




RECONVENE. - - At 3:15 p.m, the Board reconvened in open session to
consi der action on the itens that were di scussed in Executive
Sessi on.

EXECUTI VE SESSI ON OF THE BOARD OF REGENTS

Chai rman Evans reported that the Board had net in Executive
Session to discuss natters in accordance with Texas Gover nnment
Code, Chapter 551, Sections 551.071, 551.073, and 551.074. In
response to Chairman Evans’ inquiry regarding the wi shes of the
Board, the follow ng actions were taken:

1. U T. Southwestern Medical Center - Dallas: Settlenent
of Medical Liability Litigation - Blas Mgjia and Loui sa
Mejia.--Vice-Chairman C enments noved that the Chancell or
and the O fice of General Counsel be authorized to settle

on behalf of The University of Texas Sout hwestern Medical Center

at Dallas the nedical liability litigation brought

by Blas Mejia and Louisa Mgjia in accordance with the proposal

presented in Executive Session.

The notion was duly seconded and carried w thout objection.

2. U T. Medical Branch - Galveston: Settlenent of Medical Liabil-

ity Litigation - Marlon Ray Banmburg, Jr.--Upon
notion of Vice-Chairman Loeffler, duly seconded, the

Board aut hori zed the Chancellor and the O fice of General Coun-

sel to settle on behalf of The University of Texas
Medi cal Branch at Galveston the nmedical liability liti-gation

brought by Marlon Ray Banmburg, Jr., in accordance with the pro-

posal presented in Executive Session.



3. U T. System- Lower Ri o Grande Vall ey Regional Academ c
Heal th Center (RAHC): Establishnent of the Hi dal go County
Medi cal Research Division, MAIlen Branch of the Medi cal Edu-
cation Division, Brownsville Public Health
Di vi sion, and Harlingen Medi cal Education Division to Serve
Starr, WIllacy, Caneron, and Hi dal go Counties, Texas, Contin-
gent on the Execution of Definitive Agreenents |ncluding Pro-
vi sions | ncorporating Requirenents
for the Sites and the Prograns Together with Appropriate
Affiliation Agreenents; Endorsenent of the Lower R o G ande
Val | ey Academi c Health Center Foundation, Inc.
to Support the Operation of the RAHC, and Authorization for
t he Executive Vice Chancellor for Health Affairs, the Execu-
tive Vice Chancellor for Business Affairs, the Vice Chancel -
| or and General Counsel, and the Executive Director of Rea
Estate to Negotiate and Execute Al Agreenents with the Foun-
dation and the Three Divisions of the RAHC. --1n response to
Chai rman Evans’ request for suggested action on behalf of the
Board, Regent Sanchez put forth the follow ng notions rel ated
to the proposed site for the Lower Rio G ande Vall ey Regi ona
Academ ¢ Health Center (RAHC):

Mbti ons by Regent Sanchez

The 75th Legislature of the State of Texas passed
Senate Bill 606, which was codified as Texas Edu-
cati on Code, Sections 74.611-74.615, authori zing
The University of Texas Systemto establish and
operate a Regional Academic Health Center within
a four-county area,

including Starr, WIIlacy, Caneron, and Hidal go
Counties, in the Lower Rio G ande Vall ey of
Texas. The specific site for the Regiona
Academ c Health Center is to be selected by the
U T. Board of Regents.

The Board hired Kaludis Consulting Goup, Inc.,
Washington, D. C., to assist the U T. Systemin
conducting the Request for Proposal (RFP) process
to select the site for

t he Regi onal Academic Health Center. In
response to the RFP related to the Regional Aca-
dem c Health Center site selection, one proposa
was submitted by the Lower Rio G ande Valley Aca-
dem c Health Center Foundation, Inc. (Founda-
tion). The Foundation’s proposa

included three separate site options -- the



Cty of Brownsville, the Gty of Harlingen, and

Hi dal go County. Kaludis Consulting G oup and U

T. Systemstaff eval uated the Foundation proposa
and each site option.

The Board heard a report regarding the site se-

l ection fromKaludis Consulting Goup at its
August 1998 neeting. After consideration of the
report, Chairman Evans (1) recommended that the
site selection decision be deferred until the
Board’ s neeting in Novenber 1998, and (2) asked
me to identify and collect additional information
regarding the site selection so that the addi-
tional information m ght be considered by the
Board at the Novenber 1998 neeti ng.

Pursuant to the RFP, U T. Systemrequested best
and final offers and later, the subm ssi on of
clarification for the prior offers, fromall par-
ties participating in the Foundati on response.

Kal udis Consulting Goup and U T. System staff
evaluated the final offers. |In addition, the
Board conducted in-depth di scussions regarding

t he proposal and each site option with Kaludis
Consulting Goup and the U T. Systemstaff.

| have several notions related to the Regiona
Academ c Health Center. The follow ng notions
will establish a Valley-w de Regional Academ c
Health Center with three mgjor divisions -- the
Medi cal Research Division, the Public Health Di -
vi sion, and the Mdical Education

Division -- to be located in and serve the four-
county area within the Lower Rio Grande Vall ey,
including Starr, WIIlacy, Caneron, and Hidal go
Counties. Selection of the sites and inpl enent a-
tion of the progranms related to the Regional Aca-
dem c Health Center will be contingent on the
execution of definitive agreenments, including
provi sions incorporating the U T. Systems re-
quirenents for the sites

and the prograns, together with appropriate af-
filiation agreenments, wi th the understandi ng that
all such agreenents nust be negotiated to the
satisfaction of the U T. Systemin its sole dis-
cretion, and the further understanding that the
failure to negotiate such agreenents to the sat-
isfaction of the U T. Systemor conply with the
terms thereof will result in



t he consideration of other sites for these pro-
granms or possibly the cancellation of these pro-
grans.

I nmove that the Hi dalgo County Medical

Research Division of the Regional Academ c Health
Center be created and that a regional nedical re-
search facility be constructed adjacent to The
Uni versity of Texas - Pan Anerican canpus to
serve the four-county Lower Ri o G ande Vall ey,
using $15 nmillion fromthe U T. Systenis share
of Permanent University Fund Bond Proceeds. Con-
struction will be contingent on (1) a gift of

| and satisfactory to the U T. Systemin its sole
di scretion, on which the facility will be con-
structed, and (2) the contribution of funds sat-
isfactory to the U T. Systemin its sole discre-
tion for operating expenses fromthe Foundati on,
city and county governnental agencies, and the
medi cal and busi ness conmmunities in the desig-
nated area. The University of Texas Health Sci -
ence Center at San Antonio will oversee and oper-
ate the Medical Research Division.

This research facility will provide state-of-the-
art space and equi pnent for scholars and scien-
tists to solve pressing health problens of the
Texas- Mexi co border and the Lower Ri o G ande Val -
| ey. The success of this Medica

Research Division will have national signifi-
cance.

Additionally, | nove that the MA Ilen Branch of the
Medi cal Education Division of the

Regi onal Academ c Health Center be created and

t hat a nedi cal education building be (1) con-
structed using $5 million fromU. T. Systenis
share of Permanent University Fund Bond Proceeds
and (2) overseen and operated by The University
of Texas Heal th Science Center at San Antonio.
The comm tnent of Permanent

Uni versity Fund Bond Proceeds for the MAIIlen
Branch of the Medical Education Division is con-
tingent on (1) a conmtnent of $5 million match-
ing funds fromthe communities and (2) the provi-
sion by the conmunities, at no cost to the U T.
System of a nulti-specialty clinic satisfactory
tothe U T. Systemin

its sole discretion for education and training
pur poses. Devel opnent of the MAllen Branch




of the Medical Education Division is also contin-
gent upon support satisfactory to the U T. Sys-
temin its sole discretion fromthe Foundati on,
city and county governnental agencies and the
medi cal and busi ness communities in the desig-
nat ed area.

One or nore new resident prograns will be

devel oped in McAllen in accordance with comunity
resources and the needs and the requirements of
accredi ting bodies.

In addition to the contingencies |isted above,
selection of the sites and inplenmentation of the
prograns related to these divisions of the Re-
gional Academ c Health Center will be contingent
on the execution of definitive agreenents, in-
cluding provisions incorporating the U T. Sys-
tems requirenents for the sites

and the prograns, together with appropriate af-
filiation agreenments, wi th the understandi ng that
all such agreenents nust be negotiated to the
satisfaction of the U T. Systemin its sole dis-
cretion, and the further understanding that the
failure to negotiate such agreenents or conply
with the terns thereof will result in the consid-
eration of other sites for these progranms or pos-
sibly the cancell ation of these prograns.

Further, | nove that the Brownsville Public Health
Division of the Regional Academ c Health Center be
created as a branch of The University of Texas
Heal t h Sci ence Center at Houston’s School of Pub-
lic Health and that a building be constructed in
Brownsville, contingent upon a gift of |and sat-
isfactory to the U T. Systemin its sole discre-
tion on,

or adjacent to the Texas Sout hnost Col | ege cam
pus, the hone of The University of Texas at
Brownsville. The building will be constructed on
such land using $5 million of Tuition Revenue
Bond Proceeds out of the $30 nmillion

appropriated by the Legislature for construction
of the Regional Academc Health Center. Addi-
tionally, a $5 mllion endownent fromthe tobacco
settl ement funds woul d be available for public
health and allied health education, contingent on
| egi sl ati ve appropriation.




The U. T. School of Public Health - Houston is
ranked anong the top three such schools in the
United States. This branch of the School of Pub-
lic Health will house faculty scholars and scien-
tists and graduate students whose disciplines in-
cl ude epi dem ol ogy, biostatistics, population dy-
nam cs, environnental health and hazards, and
preventive nedicine. This new building will also
allow for the creation of new and expanded nurs-
ing and allied health prograns and facilities at
U T. Brownsville/

Texas Sout hnost Col | ege.

Additionally, | nove that resident rotations (to
be full residencies at the appropriate tine) at
Brownsville health facilities be

devel oped in accordance with comunity

resources and needs and the requirenents of ac-
crediting bodies to conpl enent the Medical Educa-
tion Division of the Regional Academ c Health
Center. These educational programs will be over-
seen by The University of Texas Heal th Sci ence
Center at San Antonio. The

devel opnent of these prograns and facilities wll
be contingent upon support satisfactory to the U
T. Systemin its sole discretion fromthe Founda-
tion, city and county governnental agencies, and
t he nedi cal and business comunities in the des-
i gnat ed ar ea.

Sel ection of the sites and inplenentation of the
progranms related to the multiple divisions of the
Regi onal Academc Health Center wll

be contingent on the execution of definitive
agreenents, including provisions incorporating
the U T. Systemis requirenments for the sites and
the prograns, together with appropriate affilia-
tion agreenents, with the understanding that al
such agreenents nust be negotiated to the satis-
faction of the U T. Systemin its sole discre-
tion, and the further understanding that the
failure to negotiate such agreenents or conply
with the terns thereof will result in the consid-
eration of other sites for these progranms or pos-
si bly the cancell ation of these prograns.



Further, | nove that the Harlingen Medical Educa-
tion Division of the Regional Academ c Health Cen-
ter be created and that the

Harlingen site option in the proposal of the
Lower Rio Gande Valley Academic Health Center
Foundation, Inc. be accepted contingent on

t he execution of definitive agreenents,

i ncludi ng provisions incorporating the U T. Sys-
tem s requirenents for the sites and the pro-
grams, together with appropriate affiliation
agreenents, with the understanding that all such
agreenents nust be negotiated to the satisfaction
of the U T. Systemin its sole discretion, and
the further understanding that the failure to ne-
goti ate such agreenents or conply with the terns
thereof will result in the consideration of other
sites for these prograns. The University of
Texas Heal th

Science Center at San Antonio will oversee

and operate the Medi cal Education Division.

The under graduate and graduate nedical education

facility in Harlingen will be the first new
heal t h educati on canpus of the 21st Century in
Texas. The facility will house edu-cational pro-

granms for third and fourth year nedical students
and educational support for three or nore new
resi dent progranms sponsored by Valley Bapti st
Hospital. Al educational prograns will be de-
vel oped in accordance with comunity resources
and needs and require-nments of accrediting bod-
ies. Construction

of the education facility will be funded with
$25 mllion of Tuition Revenue Bond Proceeds out
of the $30 mi|llion appropriated by the Legisla-
ture for construction of the Regional Academ c
Heal th Center.

The devel opment of these progranms and facilities
wi Il be contingent upon the support (satisfactory
tothe U T. Systemin its sole discretion) from
t he Foundation, city and county governmenta
agenci es, and the nedical and business comuni -
ties in the designated area.

Sel ection of the sites and inplenentation of the
progranms related to the nmultiple divisions of the
Regi onal Academc Health Center wll

be contingent on the execution of definitive



agreenents, including provisions incorporating
the U T. Systemis requirenments for the sites and
the prograns, together with appropriate affilia-
tion agreenents, with the understanding that al
such agreenents nust be negotiated to the satis-
faction of the U T. Systemin its sole discre-
tion, and the further understanding that the
failure to negotiate such agreenents or conply
with the terns thereof will result in the consid-
eration of other sites for these progranms or pos-
si bly the cancell ation of these prograns.

| nove that the Board endorse the operation

of the Lower Rio Grande Vall ey Academ c

Health Center Foundation, Inc., the role of which
will be to support the operation of the Regional
Academi c Health Center, and that the Executive
Vice Chancellor for Health Affairs, the Executive
Vi ce Chancel |l or for Business

Affairs, the Vice Chancell or and CGenera

Counsel, and the Executive Director of the Rea
Estate O fice be authorized to negotiate and exe-
cute all necessary agreenments with the Founda-
tion, contingent upon approval by the Board of
Regents in accordance with the

Regents’ Rul es and Regul ati ons.

| further nove that the Board del egate authority
to negotiate and execute all necessary agreenents
to inplement the three divisions

of the Regional Academc Health Center to the Ex-
ecutive Vice Chancellor for Health Affairs, the
Executi ve Vice Chancel |l or for Business

Affairs, the Vice Chancell or and CGenera

Counsel, and the Executive Director of the Rea
Estate Ofice, contingent upon approval by the
Board of Regents in accordance with the Board of
Regents’ Rules and Regul ations, and with the un-
derstanding as previously stated, that selection
of the sites and inplenentation of the progranms
related to the nmultiple divisions of the Regiona
Academ c Health Center will be contingent on the
execution of definitive agreenments, including
provi sions incorporating the U T. Systems re-
quirenents for the sites and the prograns, to-
gether with appropriate affiliation agreenents,
with the understanding that all such agreenents
nmust be

negoti ated to the satisfaction of the U. T. Sys-
temin its sole discretion, and the further




understanding that the failure to negotiate such
agreenents or conply with the ternms thereof wl|
result in the consideration of other sites for

t hese prograns or possibly the cancell ation of

t hese prograns.

Vi ce- Chai rman Loeffler seconded the notions which pre-
vai | ed by unani nous vote.

Fol | om ng Regent Sanchez’ notions, Chairman Evans provi ded the
followng witten comments for the record:

Comments on the Lower Rio Gande Vall ey
Regi onal Academ c Health Center
by Chairman Donald L. Evans

Regent Sanchez, | would like to express the thanks
of the Board for the excellent plan that you have
brought before us. And all ow

me to extend to you ny deep personal gratitude for
t he outstandi ng manner in which you have carried
out the m ssion of gathering information and com
municating with all relevant parties regarding the
Regi onal Academic Health Center. Through those
activities, as well

as your hard work in helping to craft this
excel l ent plan for RAHC, you have provided

an extraordinary service to the Board.

I am al so deeply grateful for the hard work and
insightful contributions of the U T.

System staff and for the continued val uabl e i nput
of Kaludis Consulting Goup as they

have dealt with the critically inportant

i ssues of how best to organize and | ocate the RAHC
so that it is able to neet the needs of the people
of the Lower Rio G ande Vall ey.

| believe the plan that Regent Sanchez has pre-
sented in his notions offers many advant ages.
This plan is grounded on four broad principles,
each of which | believe is essential in order to
establish the RAHC on the strongest of founda-
tions. Those principles are:

First, that the RAHC nust be a coll aborative ef-
fort involving the entire Lower Rio Grande Valley
and benefiting all the people of the region;



Second, that the RAHC nust build on the strengths
of the region's major popul ation centers of Hi-
dal go and Caneron counti es;

Third, that the RAHC nust be based on a realistic
assessnment of the existing capabilities and re-
sources of (1) higher education institutions in
the region, including those institutions in the U
T. System and (2) hospitals and clinics now pres-
ent in the targeted comuniti es;

And fourth, that the RAHC nust satisfy all
accredi tation requirenments for undergraduate and
graduat e nmedi cal educati on.

Each of these principles is of fundanenta

i mportance so that the RAHC will be able to ful-
fill its legislative mandate and adhere

to the standards of excellence that are the hall -
mark of The University of Texas System

As outlined in the notion before us, the three di-
vi sions of the Regional Academc Health

Center will bring to the Lower Rio G ande

Val l ey a broad range of enhanced health and educa-
tion services. The success of the RAHC i s, of
course, dependent on the continued growh of
strong partnerships with comunities throughout
the Lower Rio G ande Valley, and particularly with
the four communities where facilities for the RAHC
will be located. | wi sh to make clear that the U
T. Systemis firmy conmtted to the devel opnent
of these collaborative relationships for the bene-
fit

of all the people of the region.

There could be no greater evidence of that commt-
ment than the plan to use resources fromthe Per-
manent University Fund (PUF) to sup-plenment the

| egi sl ative appropriations for capital expendi-
tures for the RAHC. The Legi sl ature appropri ated
$30 million for this purpose, and the plan before
us wWill commit an additional $20 million in capi-
tal resources fromthe PUF. Wth approval of this
pl an by the Board of Regents, we wll be increas-
ing the capital resources available to the RAHC
by 67 percent.



| support this action. The resources of the Per-
manent University Fund are precious, and the de-
mands on it are extensive. Anong the nost serious
deci sions that the Board of

Regents ever faces are questions of how best to

al l ocate scarce PUF resources to achieve the
greatest good for the greatest nunber of Texans.
It is ny viewthat this special allocation of $20
mllion for the RAHC, when supplenmented with a va-
riety of local matching funds and gifts of |and,
will help provide

the | everage needed to nmake the RAHC a conpl ete
success.

The deci sions that we nake today regarding

| ocations for the Lower Rio Grande Vall ey

Regi onal Academic Health Center constitute

t he begi nning of a dramatic new era in health edu-
cation, research, and other services in this
critically inportant region of Texas.

We are trenmendously excited about the inmense op-
portunities for the advancenment of health educa-
tion and research as we nove forward in partner-
ship with the communities of the Lower Ri o G ande
Valley to fulfill the nandate of the Legislature.

It is inportant to underscore the fact that, as
Regent Sanchez has stated, all aspects of the com
prehensi ve plan contained in his

notion are contingent on the final approval

of definitive | egal agreenments with all relevant
parties.

From t he begi nning of this process, we have been
m ndful of the need to establish a

Regi onal Academic Health Center that is able

to neet the 21st Century chall enges of health edu-
cation and research in the Lower R o G ande Val -
ley. 1In order to truly achieve this anbitious ob-
jective, the RAHC nust have a broad and energetic
base of support throughout the region. That is
why all the planning for the RAHC has been based
on the premi se that people will support what they
hel p create.



In partnership with the people of the Lower R o

G ande Valley, the U T. System including in par-
ticular the U T. Health Science Centers in San
Antoni o and Houston with the special responsibili-
ties assigned to them is prepared to nove forward
today to acconplish the creation of the Regiona
Academ c Health Center for the benefit of the gen-
erations of the new mllennium

Senat or Eduardo A. “Eddie” Luci o made comments indicating his
exci tement about the project and his pleasure with the sites
recommended.

See Page 93 for additional comments.

U. T. Austin: Authorization to Acquire the Sui da- Manni ng
Collection for the Benefit of the Jack S. Bl anton Miuseum

of Art Through the Gft and Lease Arrangenents Proposed

with Kurt and Al essandra Manni ng Dol nier and The University
of Texas Fine Arts Foundation, Authorization for the U T.
Systemand U. T. Austin to Take the Steps Necessary to Inple-

nment the Acquisition, and Approval for the Executive Vice
Chancel l or for Business Affairs to Execute the Necessary
Docunents on Behalf of the Board.--Upon notion of Regent Le-
ber mann, duly seconded, the Board:

a. Supported and authorized the acquisition of the
Sui da- Manni ng Col | ection for the benefit of the
Jack S. Blanton Museum of Art at The University of
Texas at Austin through the gift and | ease ar-
rangenments proposed with Kurt and Al essandra Man-
ni ng Dol ni er and The University of Texas Fine Arts
Foundati on

b. Aut hori zed The University of Texas System and
U T. Austin to take the steps necessary to
i mpl ement the acquisition

C. Aut hori zed the Executive Vice Chancellor for Busi-
ness Affairs to execute the follow ng
docunments on behalf of the Board: (1) Lease
Agr eenent between The University of Texas
Fine Arts Foundation and the Board of
Regents, (2) Designation of Beneficiary, and
(3) No-Arbitrage Certificate of University.

See Page 55 for further action related to the Sui da- Manni ng
Col I ecti on.




5. U T. Health Center - Tyler: Approval to Change the
Title of Chief Admnistrative Oficer fromDirector
to President Effective Immediately, Authorization to
Advance the Nanme of Ronald F. Garvey, M D., as Candi -
date for Consideration as President, and Appoi nt ment
of Special Commttee (Regents’ Rules and Regul ations,
Part One, Chapter Il, Section 13, Subsection 13.1, Sub-
division 13.14).--Regent Riter noved that the Board change
the title of the chief adm nistrative officer
of The University of Texas Health Center at Tyler fromDirec-
tor to President effective inmedi ately.

Regent Riter further noved that the Board advance the nane of
Ronald F. Garvey, MD., Acting Director of the U T. Health
Center - Tyler, as a candidate for con-sideration as
President of the U T. Health Center - Tyler under special
presidential selection procedures

as detailed in the Regents’ Rules and Regul ati ons, Part One,
Chapter 11, Section 13, Subsection 13.1, Subdivision 13. 14,
and that Chairman Evans appoint a Special Conmittee as
specified in the Regents’ Rules and Regul ati ons, and direct
Executive Vice Chancellor Mullins as Conmttee Chair to

gat her the Special Committee’ s advice and eval uati on of

Dr. Garvey’s candidacy for consider-

ation by the U T. Board of Regents at the February 1999
nmeeting or, if possible, at a special called neeting of the
Boar d.

The notions were duly seconded and prevail ed by unani nous vote.

RECESS. --At 3:45 p.m, the Board recessed to reconvene in open
session at 9:00 a.m on Thursday, Novenmber 12, 1998, in the

Bal | room of the Charles A LeMiistre Conference Center at the U
T. MD. Anderson Cancer Center in Houston, Texas.



THURSDAY, NOVEMBER 12, 1998.--The nenbers of the Board of Regents
of The University of Texas Systemreconvened in regul ar session at
9:03 a.m on Thursday, Novenber 12, 1998, in

the Ball room of the Charles A LeMiistre Conference Center at U.
T. MD. Anderson Cancer Center in Houston, Texas, with the
follow ng in attendance:

ATTENDANCE. - -
Pr esent * Absent
Chai rman Evans, presiding Regent Hi cks
Vi ce- Chai rman Loeffler Regent Oxford
Vi ce- Chai rman Cl enments Regent Smil ey

Regent Leber mann
Regent Riter
Regent Sanchez

Executive Secretary Frederick

Chancel | or Cunni ngham

Executive Vice Chancellor Miullins
Executive Vice Chancel |l or Burck
Vi ce Chancel | or Sharpe

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

WELCOVE BY JOHN MENDELSCHN, M D., PRESIDENT OF THE UN VERSI TY OF
TEXAS M D. ANDERSON CANCER CENTER. - - Chai rman Evans stated that the
Board was pl eased to be neeting at The University of Texas M D.
Ander son Cancer Center and was especially delighted to have had
the opportunity to neet with many of this conponent’s friends and
supporters at the dedication of the Albert B. and Margaret M

Al kek Hospital and the very nice social event on Novenber 11.

On behal f of the Board, Chairman Evans expressed appreciation to

t he Houston community for its ongoing and generous support of this
institution. He then called on John Mendel sohn, M D., President

of U T. MD. Anderson Cancer Center, for any wel com ng remarks on
behal f of the host institution.

*Regents Hicks, Oxford, and Sm | ey were excused.



On behalf of the faculty and staff of the institution, President
Mendel sohn wel comed the nenbers of the Board and ot her guests to
Houst on.

U T. BOARD OF RECENTS: APPROVAL OF M NUTES OF REGULAR MEETI NG
HELD ON AUGUST 12-13, 1998.--Upon notion of Regent R ter, seconded
by Vi ce-Chairman Loeffler, the Mnutes of the regular neeting of
the Board of Regents of The University of Texas System held on
August 12-13, 1998, in Austin, Texas, were approved as distributed
by the Executive Secretary. The official copy of these Mnutes is
recorded in the Permanent M nutes, Volune XLV, Pages 1883 - 2379.

SPECI AL | TEMS

1. U. T. Board of Regents - Regents’ Rules and Regul ations, Part
Two:  Anendnent to Chapter Xl, Section 3, Subsection 3.2
(Settlenment of Disputes).--In order to clarify current prac-

tices related to approvals for the settlenment of clains, dis-
putes, or litigation, authorization was given to anend the
Regents' Rul es and Regul ations, Part Two, Chapter X, Section
3, Subsection 3.2, regarding settlenent of disputes, to read
as set forth bel ow

3.2 Settlement of Disputes.--Except as provided in Subsec-
tion 3.3 of this Section, the Board del egates to the
Vi ce Chancel l or and General Counsel authority
to execute and deliver on behalf of the Board agreenents
settling any claim dispute, or litigation subject to
approval of Systemofficials as set out bel ow and com
pliance with all other |egal requirenments. The Vice
Chancel | or and General Counsel shall consult with the
chief adm nistrative officer and the appropri ate Execu-
tive Vice Chancellor or Vice Chancellor with regard to
all significant
settlenments that will be paid out of institutional
funds. The Vice Chancellor and General Counsel shall
consult with the Ofice of Devel opnent and
External Relations with respect to settlenment of wll
contests and other matters relating to gifts and be-
quests admi nistered by that Ofice.



Addi ti onal

Anmount Requi renent s
$150, 000 or |ess None
$150, 001 to $300, 000 Concurrence of the

Chancel l or or the
appropri ate Executive
Vi ce Chancell or or Vice
Chancel | or

$300, 001 to $500, 000 Concurrence of the
Chancel l or and the
Chai rman of the Board

More than $500, 000Concurrence of the Board
of Regents, the Executive
Commi ttee, or the appro-
priate standing conmttee
of the Board

The anount of the settlenent shall nean the anount
claimed by The University of Texas System but not
recei ved pursuant to the settlenment or, in the
case of a claimagainst U T. System the tota
settl ement amount to be paid by U T. System

2. U T. System Report of Summary of G ft Acceptance and Re-
ated Adm nistrative Actions Conform ng to Board Policy for
June 1, 1998 Through August 31, 1998.--Vice Chancellor for
Devel opment and External Relations Perry reviewed the Summary
of Gft Acceptance and Rel ated Administrative Actions Con-
formng to Board Policy for The University
of Texas Systemfor the period June 1, 1998 through
August 31, 1998, as set forth on Pages 18 - 22.

Vi ce Chancellor Perry reported that 111 itens conformng to
Board policy were approved including the acceptance

of $15,563,486 in gifts. Oher matching contributions from
previ ously accepted Board-held matching funds

total ed $1, 304, 500, transfers of endownent funds

total ed $1, 000,000, and transfers of previously accepted
gifts totaled $2,500, 000.

Ms. Perry noted that this report includes only those funds
which relate to endowrents, estates, and other

such funds which are managed by the U T. System Ofice of
Devel opnment and External Rel ations.
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MATTERS RELATED TO THE UNI VERSI TY OF TEXAS
I NVESTMENT MANAGEMENT COVPANY ( UTI MCO)

U T. System Report on Investnents for the Fiscal Year
Ended August 31, 1998.--On behalf of The University of Texas
I nvest nent Managenent Conpany (UTIMCO and in the absence of
Chai rman Hi cks, Regent Loeffler, a nmenber of the UTI MCO
Board, sunmarized the Report on Investnents for The

Uni versity of Texas Systemfor the fiscal year ending August
31, 1998, for the Permanent University Fund, Long Term Fund,
Short/Internediate Term Fund, and Separately |Invested Assets.

Report by Regent Loeffler on Behalf of UTI MCO

M. Chairman and nenbers of the Board, | am pleased to
summari ze on behal f of UTIMCO the investnents for The

Uni versity of Texas Systemfor the fiscal year ending August
31, 1998.

Itema on Page 26 presents the summary report for Permanent
Uni versity Fund (PUF) Investnments. PUF |Investnents began the
year with a narket value of $6.37 billion. During the year,
contributions of mneral income from PUF Lands equal ed $79.5
mllion, down 6.7%versus receipts for the prior year. 1In
addition, total investnent return was $329 million of which
$260 mllion was incone return distributed to the Avail able
Uni versity Fund (AUF) and $69.3 nillion was price return.

PUF mar ket val ue ended the year at $6.5 billion.

Year - end asset allocation was 62% broadly defined equities
and 38% fi xed i ncome versus an unconstrai ned neutral

al l ocation of 80%equities and 20% fi xed income. Wthin

equi ties, year-end allocation was 43% U. S. large and m d cap
stocks, 5% U. S. small cap stocks, 6.5%non-U. S. equities
and 7.5%alternative equities.

The PUF' s accrued investnent incone of $260 nillion decreased
by a nominal rate of 1.1%versus $263.0 nillion for the prior
year and by 2.7%on an inflation adjusted basis. Distributed
i nvest ment income for the year of $260 million was $4 nmillion
over budget but $3 million under investnent incone earned
during the prior year.



PUF i nvestnent income continued to suffer fromdeclining interest
rates and the resulting negative reinvestnent spreads. Interest
rates declined steadily throughout the year from6.6% at the

begi nning of the year to 5.2% at year-end. The reinvestnent spread
on maturing and redeened bonds was a negative 2.88% as bonds ran
off at an average yield of 9.04% and were replaced by bonds
yielding 6.16% As of year-end, the distributable book yield on
the $2.4 billion fixed income portfolio declined to 7.75% versus
8.10% 12 nont hs ago.

Total investnment return for the year was 5.0% The fi xed

income portfolio posted a total return of 12.9% for the year ver-
sus 10.6% for the Lehman Aggregate Bond I ndex. Equities, as an
asset class, posted lower relative returns with the S& 500 I ndex
and Russell 3000 Index posting returns of 8.1%and 3.5% respec-
tively. The PUF s equity portfolios (including non-U S. portfo-
lios) produced a |ower return (0.2% largely due to exposure to
high yielding REIT and small cap portfolios. Finally, alternative
equi ties performed well

producing an 8. 7% return for the year.

Itemb on Page 27 reports sunmary activity for the Long Term
Fund (LTF). During the year, net contributions totaled

$80.5 million representing a 22% i ncrease over the prior year.

I nvestnment return was $42.7 mllion. Distributions to the 4,792
endowrent and ot her accounts underlying the LTF totaled $90.9 m | -
[ion; an increase of 15%versus the prior year. The Fund s market
val ue closed the quarter at $2.1 billion, virtually unchanged from
t he begi nning of the year.

Asset allocation at year-end was 23% fi xed i ncome and 77% broadly
defined equities. Wthin equities, U S. small cap and non-U. S.
equities were slightly overweighted at 11% and 16% respectively,
of total assets. U S. large and md cap equities were neutrally
wei ghted at 31% while alternative equities were underwei ghted at
19% versus a neutral weighting of 25% Total investnment return
for the year was 2. 0% versus the neutral policy portfolio return
of 3.0%

Itemc on Page 28 presents quarterly activity for the Short/
Intermedi ate Term Fund. During the year, the Fund received net
contributions of $126.9 million. The Fund earned $152.8 nillion
in total return and incurred expenses of $500 thousand. Distribu-
tions to the U T. System conponent institutions equaled $101 m |-
lion, resulting in a year-end Fund value of $1.8 billion vs. $1.6
billion at the beginning of the year. Total return on the Fund
was 9.4% for the year versus the Fund' s performance benchmark of
7.3%




Itemd on Page 29 presents book and market value of cash, fixed
i ncome, equity and other securities held in funds outside of in-
ternal investnent pools. Total cash and equival ents, consisting
primarily of conponent operating funds held in the Dreyfus noney
mar ket fund, decreased by $190 million to $694 mllion during the
final quarter. Asset values for the remaining asset classes were

fixed incone securities: $71 million versus $70 mllion at previ-
ous quarter-end; equities: $35 mllion versus $39 million at pre-
vious quarter-end; and other investnments of $13 million versus $16
mllion at previous quarter-end.
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Per manent University Fund: Report on Investnents for

t he Fiscal Year Ended August 31, 1998.--The University of
Texas | nvest ment Managenent Conpany presented the annual re-
port on Permanent University Fund investnments for the fisca
year ended August 31, 1998, which summarizes the Fund' s in-
vest ment transactions and bal ances, the investnent objec-
tives, performance and asset allocation information for that
fiscal year

Upon notion of Regent Loeffler, seconded by Regent Riter, the
Board approved this report and directed its distribution to
the Governor, nenbers of the Legislature, and other State O -
ficials, as required by Section 66.05 of the Texas Education
Code.

U T. Board of Regents: Approval of Amendnents to the In-
vest nent Managenent Services Agreenment with The University of
Texas | nvestment Managenent Conpany (UTIMCO). --The Board,
upon notion of Regent Loeffler, seconded

by Regent Riter, amended Section 3 f) and added Sections 7 e)
and 7 f) to the In