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1. U. T. System:  Discussion and appropriate action related to approval of 
Docket No. 136 

 
 

RECOMMENDATION 
 
It is recommended that Docket No. 136 be approved.  
 
It is also recommended that the Board confirm that authority to execute contracts, 
documents, or instruments approved therein has been delegated to appropriate officials 
of the respective institution involved. 
 
Supplemental Materials:  Green pages following the Docket tab at the back of 
Volume 2. 
 
 
2. U. T. System:  Key Financial Indicators Report 

 
 

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, will discuss the Key 
Financial Indicators Report, as set forth on Pages 44 - 51 that follow. The report 
represents the consolidated and individual operating results of the U. T. System 
institutions. 

 
 

REPORT 
 
The Key Financial Indicators Report compares the Systemwide results of operations, 
key revenues and expenses, reserves, and key financial ratios in a graphical 
presentation from Fiscal Year 2004 through July 2008. Ratios requiring balance sheet 
data are provided for Fiscal Year 2003 through Fiscal Year 2007. 
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3. U. T. System Board of Regents:  The University of Texas Investment 

Management Company (UTIMCO) Performance Summary Report and 
Investment Reports for the fiscal year and quarter ended August 31, 2008  

  
 

REPORT 
 
The August 31, 2008, UTIMCO Performance Summary Report is attached on Page 53. 
 
The Investment Reports for the fiscal year and quarter ended August 31, 2008, are set 
forth on Pages 54 – 57.  
 
Item I on Page 54 reports activity for the Permanent University Fund (PUF) investments. 
The PUF's net investment return for the fiscal year was negative 3.34% versus its 
composite benchmark return of negative 5.20%. The PUF's net asset value decreased 
by $383 million since the beginning of the fiscal year to $11,359 million. This change in 
net asset value includes increases due to contributions from PUF Land receipts and 
decreases in net investment and by the annual distribution of $449 million.  
 
Item II on Page 55 reports activity for the General Endowment Fund (GEF) investments. 
The GEF's net investment return for the fiscal year was negative 3.09% versus its 
composite benchmark return of negative 5.20%. The GEF's net asset value decreased 
during the fiscal year to $6,310 million.  
 
Item III on Page 56 reports activity for the Intermediate Term Fund (ITF). The ITF's net 
investment return for the fiscal year was negative .71% versus its composite benchmark 
return of negative 4.15%. The net asset value has increased to $3,875 million due to 
contributions, net of distributions of $119 million. 
 
For all funds, all exposures were within their asset class ranges, generally very close to 
target, and liquidity was within policy. 
 
Item IV on Page 57 presents book and market value of cash, debt, equity, and other 
securities held in funds outside of internal investment pools. Total cash and equivalents, 
consisting primarily of institutional operating funds held in the Dreyfus money market 
fund, decreased by $242 million to $1,560 million during the three months since the last 
reporting period. Market values for the remaining asset types were debt securities:   
$25 million versus $26 million at the beginning of the period; equities:  $72 million 
versus $68 million at the beginning of the period; and other investments:  $4 million 
versus $15 million at the beginning of the period. 
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4. U. T. Medical Branch – Galveston, U. T. Health Science Center – Houston, 

and U. T. M. D. Anderson Cancer Center:  Request for authorization to  
 a) file Federal Emergency Management Agency (FEMA) documents,  
 b) dispose of salvageable property, and c) execute all documents related 

thereto 
 
 

RECOMMENDATION 
 
Dr. Kenneth I. Shine, in his roles as Chancellor ad interim and Executive Vice 
Chancellor for Health Affairs, concurs in the recommendation of the Executive Vice 
Chancellor for Business Affairs and the Vice Chancellor and General Counsel that 
Presidents Callender, Kaiser, and Mendelsohn be authorized to execute Federal 
Emergency Management Agency (FEMA) documents relating to damage sustained in 
September 2008 as a result of Hurricane Ike and to take all necessary related steps and 
provide such additional information as may be required by FEMA. 
  
It is also recommended that President Callender be authorized to contract with a 
salvage company or companies to dispose of damaged property in a manner deemed in 
the interest of U. T. Medical Branch - Galveston, consistent with State law. 

 
 

BACKGROUND INFORMATION 
 
Hurricane Ike resulted in extensive wind and water damage to U. T. Medical Branch – 
Galveston and some wind and water damage to U. T. Health Science Center – Houston 
and U. T. M. D. Anderson Cancer Center. The presidents of the institutions support the 
filing of applications for public assistance grants from FEMA. FEMA requires that an 
applicant appoint an authorized representative to file and execute documents in 
connection with the application and to provide such additional information as FEMA may 
require. To expedite the reimbursement process, affected institutions request that the 
Board of Regents delegate authority to their presidents to file applications for public 
assistance and enter into contracts or settlements necessary to accomplish the 
recovery and restoration.  
  
The recommendation concerning disposal of damaged property will allow U. T. Medical 
Branch – Galveston to recover salvage value more quickly than through the property 
disposal procedures governed by Regents' Rules and Regulations, Rule 80201, which 
covers the routine disposition of unused and outdated equipment. U. T. System staff will 
also review the Regents' Rules and may suggest Rules changes for the future. 
  
(See Item 5 on Page 100 in the Facilities Planning and Construction Committee 
regarding application for emergency interim financing for campuswide repair and 
renovation capital improvements at these three U. T. System institutions.) 
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5. U. T. System:  Adoption of a Resolution related to a contract to hedge the  
price and sell a portion of the future oil and gas royalty production from the 
Permanent University Fund Lands 

 
 

RECOMMENDATION 
 
The Chancellor ad interim concurs in the recommendation of the Executive Vice 
Chancellor for Business Affairs and the Vice Chancellor and General Counsel that the 
U. T. System Board of Regents 
 
 a.  adopt the Resolution on Pages 60 - 63 related to a contract to hedge the 

price and sell a portion of the future oil and gas royalty production from the 
Permanent University Fund (PUF) Lands; and 

 
 b.  authorize appropriate officers and employees of U. T. System and The 

University of Texas Investment Management Company (UTIMCO) as set 
forth in the Resolution to take any and all actions necessary to carry out 
the intentions of the U. T. System Board of Regents within the limitations 
and procedures specified therein. 

 
 

BACKGROUND INFORMATION 
 
On July 24, 2008, the Board of Regents approved an initial recommendation to enter 
into a contract to sell a portion of future oil and gas royalty production from the PUF 
Lands. While the substance of the proposed transaction is unchanged, the attached 
proposed Resolution provides significant additional detail regarding the statutory and 
Constitutional authorization for such a transaction. The Resolution also more fully 
describes the authorities that are being granted to U. T. System and UTIMCO staff. 
  
Adoption of this Resolution would authorize appropriate officers and employees of U. T. 
System and UTIMCO to move forward with a transaction within parameters set in 
consultation with the Chairman and Vice Chairmen of the Board of Regents, consistent 
with the authority granted at the July 24, 2008 meeting of the Board. The passage of 
this Resolution will allow staff to move expeditiously once market conditions return to 
more attractive levels. 
  
The PUF lands encompass 2.1 million acres of surface and mineral interests in  
19 counties in West Texas. Royalty production net to the U. T. System in Fiscal 
Year 2007 totaled 1.8 million barrels of oil and 14.7 billion cubic feet of natural gas. 
Total oil and gas royalty income in Fiscal Year 2007 was $210.8 million and is expected 
to exceed $350 million in Fiscal Year 2008.  
 
   Note:  An excerpt from the Reserve Report referenced in the fourth 

paragraph on Page 60 is set forth on Pages 64 – 68. The complete 
Reserve Report is available online at 
http://www.utsystem.edu/bor/AgendaBook/Nov08/11-12&13-
08Meetingpage.htm. 
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RESOLUTION AUTHORIZING 
PERMANENT UNIVERSITY FUND FORWARD SALE TRANSACTION 

WHEREAS, the Permanent University Fund of the State of Texas (the “PUF”) is a 
constitutional fund created by the Texas Constitution of 1876 and currently consists of 
approximately 2,109,000 acres of land located in 24 North and West Texas Counties (the “PUF 
Lands”) and over $10 billion in investment assets;  

WHEREAS, except as provided below, the Board of Regents (the “Board”) of The 
University of Texas System (the “U. T. System”) is responsible for managing all the assets of the 
PUF, including the PUF Land and the investment assets;  

WHEREAS, the Board for Lease of University Lands (the “Board for Lease”) is 
authorized to lease PUF Lands for oil and gas exploration and development (“Mineral Leases”) 
and to contract for the sale or other disposition of crude oil and natural gas royalties taken in 
kind;  

WHEREAS, the Board commissioned the petroleum consulting firm of Netherland, 
Sewell & Associates, Inc. (“NSA”) to study the estimated proven, probable and possible crude 
oil and natural gas reserves and future PUF royalty net revenue from certain Mineral Leases, 
which study resulted in a written report from NSA to the Board, dated September 12, 2008 (see 
attached “Reserve Report”);  

WHEREAS, in managing the assets of the PUF, the Board is authorized by Article VII, 
Section 11b of the State Constitution to “acquire, exchange, sell, supervise, manage, or retain, 
through procedures and subject to restrictions it establishes and in amounts it considers 
appropriate, any kind of investment . . . that prudent investors, exercising reasonable care, skill 
and caution, would acquire or retain in light of the purposes, terms, distribution requirements, or 
other circumstances of the [PUF] then prevailing, taking into consideration the investment of all 
the assets of the [PUF] rather than a single investment”;  

WHEREAS, the U. T. System staff, based upon consultation with the staff of UTIMCO, 
has submitted to the Board the recommendation (the “Staff Recommendation”) to approve one or 
more investment transactions for the PUF (each, a “Transaction”), pursuant to which the Board, 
as manager of the PUF, would agree to sell to one or more unrelated counterparties (each, a 
“Counterparty”) certain quantities of crude oil and natural gas to be delivered by the Board over 
a multiyear period, and the applicable Counterparty would agree to purchase such quantities 
from the Board by paying an upfront purchase price, said agreements to be set forth in one or 
more commodity prepayment agreements (each, a “Commodity Prepayment Agreement”);  

WHEREAS, the Staff Recommendation calls for each Transaction to be structured, based 
upon the Reserve Report, such that the obligation of the Board, as manager of the PUF, to sell 
and deliver crude oil and natural gas pursuant to all Commodity Prepayment Agreements does 
not exceed the estimated PUF royalty production per the Reserve Report from total proved 
reserves in any given calendar year, during the delivery period of the Transactions; and 

WHEREAS, in connection with a Transaction, it may be necessary or appropriate for the 
Board, as manager of the PUF, to enter into one or more of the following basic documents 
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(together with the applicable Commodity Prepayment Agreement, the “Basic Transaction 
Documents”) in furtherance of the prudent execution of the Transaction: 

(i) Physical commodity sales agreement(s) with one or more commodity marketers 
pursuant to which the Board would purchase, or exchange for PUF royalties taken 
in kind, crude oil and natural gas to be delivered in amounts necessary to satisfy 
its obligations under the applicable Commodity Prepayment Agreement; and 

(ii) Financial commodity price swap agreement(s) with two or more swap 
counterparties pursuant to which the Board would agree to pay a floating-price for 
a notional volume of crude oil and natural gas and the swap counterparty would 
agree to pay a fixed-price for such notional volume. 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM THAT: 

1. Subject to the other provisions of this Resolution, the U. T. System staff, in 
consultation with the staff of UTIMCO, is hereby authorized and directed to determine the size, 
timing, participants and other terms of each Transaction and to complete all negotiations and 
finalize all arrangements with respect to the Transaction, all as may be deemed necessary or 
appropriate and in the best interests of the PUF; provided, however, that (i) each Transaction 
shall be structured, based upon the Reserve Report, such that the obligations of the Board, as 
manager of the PUF, to sell and deliver crude oil and natural gas pursuant to all Commodity 
Prepayment Agreements does not exceed the estimated PUF royalty production in any given 
calendar year from total proved reserves, and (ii) the term of the Transaction shall not exceed six 
years. 

2. In connection with the actions authorized by Section 1 above, the U. T. System 
staff, in consultation with the staff of UTIMCO, is hereby authorized and directed to assist the 
Board for Lease in reviewing the terms of the Mineral Leases and exercising such rights 
contained therein as are deemed necessary or appropriate to facilitate the Transactions, including 
the rights to take crude oil and natural gas royalties in kind, to sell and dispose of such royalties 
taken in kind and to determine the delivery location of such royalties taken in kind. 

3. Subject to the requirements of paragraph 1 above, in connection with each 
Transaction, the Chancellor, the Executive Vice Chancellor for Business Affairs, the Vice 
Chancellor for Finance and Business Development, and the Vice Chancellor and General 
Counsel are hereby severally authorized and directed to execute and deliver the applicable Basic 
Transaction Documents on behalf of the Board, as manager of the PUF, in such forms and with 
such terms as they determine to be necessary or desirable and in the best interests of the Board, 
as manager of the PUF, such determination to be conclusively evidenced by such execution 
thereof. 

4. The members of the staffs of U. T. System and UTIMCO, and the officers of the 
Board, and each of them shall be and each is expressly authorized, empowered and directed from 
time-to-time to do and perform all acts and things and to execute, acknowledge and deliver in the 
name and on behalf of the Board all certificates, instruments and other papers, whether or not 
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herein mentioned, as they may determine to be necessary or desirable in order to carry out the 
terms and provisions of this Resolution and the Transactions authorized hereunder, such 
determination to be conclusively evidenced by the performance of such acts and things and the 
execution of certificate, instrument or paper. 

5. In reliance upon the Staff Recommendation, the Reserve Report, the recitals to 
this Resolution and the foregoing paragraphs 1 through 4,  

(a) the Board hereby finds and determines that each Transaction is prudent and 
appropriate for the PUF in light of the purpose, terms, distribution requirements, and 
other circumstances of the PUF then prevailing, taking into consideration the investment 
of all the assets of the PUF rather than a single investment and, thus, is an authorized 
investment under Article VII, Section 11b of the State Constitution; and 

(b) the Board specifically further finds and determines that: 

(i) because the upfront purchase payment pursuant to all Commodity 
Prepayment Agreements, when credited to the PUF, will be invested in 
investment assets pursuant to the Board’s investment policies in effect 
from time to time, which investment assets are expected to produce 
revenue for the PUF, (a) distributions to the Available University Fund 
(“AUF”) from the total return on all investment assets of the PUF are 
expected to increase as a result of the Transactions, and (b) the amount of 
bonds payable from the AUF authorized to be issued by the Board and the 
Board of Regents of The Texas A&M University System is expected to 
increase;  

(ii) because each Transaction will be structured, based upon the Reserve 
Report, such that the obligation of the Board, as manager of the PUF, to 
sell and deliver crude oil and natural gas pursuant to all Commodity 
Prepayment Agreements is expected to be fully satisfied from PUF royalty 
production from total proved reserves in any given calendar year, during 
the delivery period of the Transactions, the Board’s sale and delivery 
obligation is not speculative, but is fully hedged by the PUF’s expected 
royalty production;  

(iii) because the upfront purchase payment pursuant to all Commodity 
Prepayment Agreements will be deposited to the credit of the PUF and 
invested in investment assets in accordance with the Board’s investment 
policies in effect from time-to-time, the Transactions will reduce the 
PUF’s reliance upon volatile crude oil and natural gas commodity prices, 
thereby prudently further diversifying the assets of the PUF; and 
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(iv) because the upfront purchase payment to the Board will be calculated 
based upon commodity prices and interest rates established at or prior to 
execution of the applicable Transaction, the Transactions will allow the 
PUF to lock in what currently appear to be relatively high market prices 
for crude oil and natural gas and relatively low interest rates. 

6. This Resolution shall be in full force and effect from and after its passage, and it 
is accordingly so resolved. 

 PASSED AND APPROVED BY THE BOARD OF REGENTS OF THE UNIVERSITY 
OF TEXAS SYSTEM THIS ____ DAY OF NOVEMBER, 2008. 
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6. U. T. System:  Update on the credit markets and the impact on U. T. System 

debt programs and credit ratings 
 
 

REPORT 
 
Mr. Philip Aldridge, Vice Chancellor for Finance and Business Development, will provide 
an update on the current status of the credit markets and the impact on U. T. System 
debt programs and credit ratings. 
 
 
7. U. T. System Board of Regents:  Adoption of Resolutions authorizing the 

use of tender programs and direct debt repurchases to refund and retire 
outstanding Permanent University Fund Bonds and Revenue Financing 
System Bonds, and authorization to complete all related transactions 

 
 

RECOMMENDATION 
 
The Chancellor ad interim concurs in the recommendation of the Executive Vice 
Chancellor for Business Affairs that the U. T. System Board of Regents 
 
 a.  adopt Resolutions, substantially in the form before the U. T. System Board 

of Regents on Pages 71 - 76, authorizing the use of tender programs and 
direct debt repurchases in connection with the refunding and retirement of 
outstanding Permanent University Fund (PUF) Bonds and Revenue 
Financing System (RFS) Bonds; and 

 
 b.  authorize appropriate officers and employees of U. T. System as set forth 

in the Resolutions to take any and all actions necessary to carry out the 
intentions of the U. T. System Board of Regents within the limitations and 
procedures specified therein; to make certain covenants and agreements 
in connection therewith; and to resolve other matters incident and related 
to the tender and repurchase of such bonds. 

 
 

BACKGROUND INFORMATION 
 
Current market conditions may allow the U. T. System Board to achieve significant debt 
service savings by tendering and/or directly repurchasing outstanding PUF Bonds and 
RFS Bonds. The tender and/or direct repurchase would be financed by the issuance of 
new bonds, commercial paper notes, or the use of other lawfully available funds. 
Depending on market conditions, the U. T. System could purchase outstanding bonds at 
a significant discount to par resulting in debt service savings, a reduction in the amount 
of debt outstanding, and an increase in the U. T. System's net assets.   
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Adoption of the Resolutions would allow a U. T. System Representative to undertake 
tender programs or direct repurchases of debt in connection with a refunding 
transaction, to determine the price at which offers will be made, and to determine the 
method for establishing such price, such as through the use of a Dutch auction, all 
provided that the present value savings requirements or other thresholds set forth in the 
tender Resolutions are met.  
  
The proposed Resolutions have been reviewed by outside bond counsel and the U. T. 
System Office of General Counsel. 

70



A RESOLUTION AUTHORIZING REFUNDING OF OUTSTANDING PERMANENT 
UNIVERSITY FUND DEBT THROUGH A TENDER PROGRAM AND AUTHORIZING OTHER 
AGREEMENTS AND PROCEDURES RELATING THERETO  
 

November 13, 2008 
 

WHEREAS, the Board of Regents (the “Board”) of The University of Texas System 
(the “System”) is the governing body of the System, an institution of higher education under the 
Texas Education Code and an agency of the State of Texas (the “State”);  

WHEREAS, the Permanent University Fund is a constitutional fund and public endowment 
created in the Texas Constitution of 1876, as created, established, implemented and administered pursuant 
to Sections 10, 11, 11a, 11b, 15 and 18 of Article VII of the Constitution of the State, as amended, and by 
other applicable present and future constitutional and statutory provisions, and further implemented by the 
provisions of Chapter 66, Texas Education Code, as amended (the “Permanent University Fund”);  

WHEREAS, the Available University Fund is defined by the Constitution of the State and 
consists of distributions made to it from the total return on all investment assets of the Permanent 
University Fund, including the net income attributable to the surface of Permanent University Fund land, 
as determined by the Board pursuant to Section 18 of Article VII of the Constitution of the State (the 
“Available University Fund”);  

WHEREAS, Section 18 of Article VII of the Constitution of the State, as may hereafter be 
amended (the “Constitutional Provision”), authorizes the Board to issue bonds and notes (“PUF Debt”) 
not to exceed a total amount of 20% of the cost value of investments and other assets of the Permanent 
University Fund, exclusive of real estate, at the time of issuance thereof and to pledge all or any part of its 
two-thirds interest in the Available University Fund (the “Interest of the System”) to secure the payment 
of the principal of and interest on PUF Debt, for the purpose of acquiring land, constructing and 
equipping buildings or other permanent improvements, major repair and rehabilitation of buildings and 
other permanent improvements, acquiring capital equipment and library books and library materials, and 
refunding bonds or notes issued under the Constitutional Provision or prior law, at or for the System 
Administration and institutions of the System as listed in the Constitutional Provision;  

WHEREAS, the Board heretofore has authorized, issued and delivered, pursuant to the 
Constitutional Provision, various series of PUF Debt, all of which are secured by a pledge of the Interest 
of the System in the Available University Fund;  

WHEREAS, of even date herewith the Board has adopted a resolution (the “Bond Resolution”) 
authorizing issuance of its Permanent University Fund Bonds (the “Bonds”) in the maximum aggregate 
principal amount of $500,000,000 for the purpose, among others, of refunding certain “Outstanding Parity 
Bonds”, “Flexible Rate Notes” or “Commercial Paper Notes” (as each such quoted term is defined in the 
Bond Resolution);  

 WHEREAS, capitalized terms used herein and not otherwise defined shall have the respective 
meanings given to such terms in the Bond Resolution;  
 
 WHEREAS, due to certain current market conditions, the Board may have the opportunity to 
achieve a debt service savings or to otherwise restructure the debt service requirements of the Outstanding 
Parity Bonds in a manner that is economically advantageous to the Board by the issuance of Bonds or 
Commercial Paper Notes or the use of other lawfully available funds to refund certain Outstanding Parity 
Bonds through a tender program pursuant to which the holders of such Outstanding Parity Bonds would 
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tender their Outstanding Parity Bonds for purchase at a price that results in debt service savings or would 
otherwise restructure the debt service requirements of such Outstanding Parity Bonds in a manner that is 
economically advantageous to the Board, as applicable;  
 
 WHEREAS, in order to provide for the efficient management of its PUF Debt, the Board hereby 
desires to specifically authorize the use of a tender program to accomplish the refunding of Outstanding 
Parity Bonds under the Constitutional Provision, Chapters 1207 and 1371, Texas Government Code, 
Section 65.46, Texas Education Code, and other applicable laws; and  
 
 WHEREAS, the Board finds that such program is in the best interest of the Board and the 
System. 
 
 NOW THEREFORE BE IT RESOLVED, that 

 
SECTION 1. Authorization of Tender Program. The Board specifically authorizes the 

refunding of any of its Outstanding Parity Bonds (the “Potential Tendered Bonds”) pursuant to a tender 
program whereby the holders thereof are given the opportunity to tender such bonds for purchase at a 
price that (i) satisfies the savings requirement set forth in Section 7.04 of the Bond Resolution, in the 
event such refunding is accomplished by the issuance of the Bonds, (ii) is determined by an Authorized 
Representative (as hereinafter defined) to satisfy the requirements set forth in Section 3.02(b) of the 
resolution of the Board authorizing the issuance of the Commercial Paper Notes (the “Commercial Paper 
Resolution”), in the event such refunding is accomplished by the issuance of Commercial Paper Notes, or 
(iii) is determined by an Authorized Representative to be economically advantageous to the Board in the 
event lawfully available funds other than those described in clauses (i) and (ii) are used to accomplish 
such purpose, as the case may be.  The “Authorized Representative” (as such quoted term is defined in the 
Bond Resolution or the Commercial Paper Resolution, as applicable) is hereby authorized to determine 
which Potential Tendered Bonds are to be included in any offer under such tender program and to enter 
into any necessary tender agreement with a tender agent selected by the Authorized Representative to 
accomplish the refunding of any Potential Tendered Bonds pursuant to such tender program. The 
Authorized Representative is authorized to determine the price at which offers will be made under the 
tender program or to determine the method for establishing such price, such as through the use of a Dutch 
auction, all provided that the requirement set forth in Section 7.04 of the Bond Resolution or Section 
3.02(b) of the Commercial Paper Resolution, as applicable, is satisfied. Such refunding may be 
accomplished through the purchase and cancellation of the Potential Tendered Bonds actually tendered by 
the holders thereof and purchased (the “Tendered Bonds”). 
 

SECTION 2. Sources of Funds. Any refunding of Tendered Bonds authorized by this 
Resolution may be funded through the issuance of the Bonds under the terms of the Bond Resolution, 
Commercial Paper Notes under the Commercial Paper Resolution, as applicable, or lawfully available 
funds of the Board as determined by the Authorized Representative. Notwithstanding anything to the 
contrary in this Resolution or in the Bond Resolution, a refunding of Tendered Bonds may be 
accomplished as determined by the Authorized Representative through the issuance of the Bonds as 
exchange refunding bonds to be exchanged for Tendered Bonds pursuant to Subchapter D of Chapter 
1207, Texas Government Code. 

 
SECTION 3. Disclosure Statement. The Authorized Representative is authorized to provide for 

and oversee the preparation of a disclosure statement and any related materials in connection with the 
tender program contemplated by this Resolution, and to approve such disclosure statement and related 
materials, deem them final and provide them to holders of Potential Tendered Bonds anticipated to be 
participants in the tender program contemplated by this Resolution. 
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SECTION 4. Expiration of Tender Program. No tender transaction pursuant to the tender 
program described in this Resolution shall be conducted after August 31, 2009.   

 
 SECTION 5.  Additional Authorization.  (a)  The Authorized Representative and all officers or 
officials of the Board are severally authorized to execute and deliver such other agreements and 
documents as are contemplated by this Resolution or are otherwise necessary in connection with 
accomplishing a tender of Potential Tendered Bonds related to the tender program described in this 
Resolution, as any such officer or official shall deem appropriate, including without limitation, officer’s 
certificates, legal opinions, disclosure documents, tender agency agreements, tender notices and any other 
related documents or instruments. 
 

(b)  All officers or officials of the Board and its agents and counsel are authorized to take all such 
further actions, to execute and deliver such further instruments and documents in the name and on behalf 
of the Board and to pay all such expenses, as in his or her judgment, shall be necessary or advisable in 
order fully to carry out the purposes of this Resolution. 

 
------------
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A RESOLUTION AUTHORIZING REFUNDING OF OUTSTANDING REVENUE FINANCING 
SYSTEM DEBT THROUGH A TENDER PROGRAM AND AUTHORIZING OTHER 
AGREEMENTS AND PROCEDURES RELATING THERETO  
 

November 13, 2008 
 
 WHEREAS, the Board of Regents (the "Board") of The University of Texas System (the 
"System") is the governing body of the System, an institution of higher education under the Texas 
Education Code and an agency of the State of Texas;  
 
 WHEREAS, on February 14, 1991, the Board adopted the First Amended and Restated Master 
Resolution Establishing The University of Texas System Revenue Financing System and amended such 
resolution on October 8, 1993, and August 14, 1997 (referred to herein as the "Master Resolution");  
 
 WHEREAS, unless otherwise defined herein, terms used herein shall have the meaning given in 
the Master Resolution and the Twentieth Supplement (as defined below);  
 
 WHEREAS, the Master Resolution establishes the Revenue Financing System comprised of the 
institutions now or hereafter constituting components of the System that are designated "Members" of the 
Financing System by action of the Board and pledges the Pledged Revenues attributable to each Member 
of the Financing System to the payment of Parity Debt to be outstanding under the Master Resolution;  
 
 WHEREAS, the Board has outstanding certain Parity Debt issued pursuant to Supplemental 
Resolutions to the Master Resolution as special, limited obligations of the Board payable solely from and 
secured by a lien on and pledge of Pledged Revenues pledged for the equal and proportionate benefit and 
security of all owners of Parity Debt;  
 
 WHEREAS, on August 14, 2008, the Board adopted the Twentieth Supplemental Resolution to 
the Master Resolution (the "Twentieth Supplement") authorizing the future issuance of up to 
$800,000,000 of additional Revenue Financing System bonds as Parity Debt (the "Bonds") which may be 
issued for the purpose, among other purposes, of refunding certain previously issued outstanding Parity 
Debt;  
 
 WHEREAS, the Board has also authorized a commercial paper program under which up to 
$1,250,000,000 of Revenue Financing System commercial paper notes as Parity Debt (the "Commercial 
Paper Notes") may be outstanding at any time and may be issued for the purpose, among other purposes, 
of refunding other outstanding Parity Debt;  
 
 WHEREAS, due to certain current market conditions, the Board may have the opportunity to 
achieve a debt service savings or to otherwise restructure the debt service requirements of its currently 
outstanding Parity Debt in a manner that is economically advantageous to the Board by the issuance of 
Bonds or Commercial Paper Notes or the use of other lawfully available funds to refund certain currently 
outstanding Parity Debt through a tender program pursuant to which the holders of such Parity Debt 
would tender their bonds for purchase at a price that results in debt service savings or would otherwise 
restructure the debt service requirements of outstanding Parity Debt in a manner that is economically 
advantageous to the Board, as applicable;  
 
 WHEREAS, in order to provide for the efficient management of its Revenue Financing System 
debt service obligations, the Board hereby desires to specifically authorize the use of a tender program to 
accomplish the refunding of such Parity Debt under the Chapters 1207 and 1371, Texas Government 
Code, Section 65.46, Texas Education Code and other applicable laws; and  
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 WHEREAS, the Board finds that such program is in the best interest of the Board and the 
Members of such Revenue Financing System. 
 
 NOW THEREFORE BE IT RESOLVED, that 

 
SECTION 1. Authorization of Tender Program. The Board specifically authorizes the 

refunding of any of its currently outstanding Parity Debt previously issued pursuant to the Second through 
the Nineteenth Supplemental Resolutions to the Master Resolution (the "Potential Tendered Bonds") 
pursuant to a tender program whereby the holders thereof are given the opportunity to tender such bonds 
for purchase at a price that (i) satisfies the savings requirement set forth in Section 3(c) of the Twentieth 
Supplement, in the event such refunding is accomplished by the issuance of the Bonds, (ii) is determined 
by the U. T. System Representative in accordance with Section 2.01 of the resolution of the Board 
authorizing the issuance of the Commercial Paper Notes (the "Commercial Paper Resolution"), in the 
event such refunding is accomplished by the issuance of Commercial Paper Notes, or (iii) is determined 
by the  U. T. System Representative to be economically advantageous to the Board in the event lawfully 
available funds other than those described in clauses (i) and (ii) are used to accomplish such purpose, as 
the case may be.  The U. T. System Representative is hereby authorized to determine which Potential 
Tendered Bonds are to be included in any offer under such tender program and to enter into any necessary 
tender agreement with a tender agent selected by the U. T. System Representative to accomplish the 
refunding of any Potential Tendered Bonds pursuant to such tender program. The U. T. System 
Representative is authorized to determine the price at which offers will be made under the tender program 
or to determine the method for establishing such price, such as through the use of a Dutch auction, all 
provided that the other applicable requirements set forth in this section are complied with. Such refunding 
may be accomplished through the purchase and cancellation of the Potential Tendered Bonds actually 
tendered by the holders thereof and purchased (the "Tendered Bonds"). 
 

SECTION 2. Sources of Funds. Any refunding of Tendered Bonds authorized by this 
Resolution may be funded through the issuance of the Bonds under the terms of the Twentieth 
Supplement, Commercial Paper Notes under the Commercial Paper Resolution, or lawfully available 
funds of the Board as determined by the U. T. System Representative, as applicable. Notwithstanding 
anything to the contrary in this Resolution or in the Twentieth Supplemental Resolution, a refunding of 
Tendered Bonds may be accomplished as determined by the U. T. System Representative through the 
issuance of the Bonds as exchange refunding bonds to be exchanged for Tendered Bonds pursuant to 
Subchapter D of Chapter 1207, Texas Government Code. 

 
SECTION 3. Disclosure Statement. The U. T. System Representative is authorized to provide 

for and oversee the preparation of a disclosure statement and any related materials in connection with the 
tender program contemplated by this Resolution, and to approve such disclosure statement and related 
materials, deem them final and provide them to holders of Potential Tendered Bonds anticipated to be 
participants in the tender program contemplated by this Resolution. 

 
SECTION 4. Expiration of Tender Program. No tender transaction pursuant to the tender 

program described in this Resolution shall be conducted after August 31, 2009.   
 

 SECTION 5. Additional Authorization.  (a)  The U. T. System Representative and all officers 
or officials of the Board are severally authorized to execute and deliver such other agreements and 
documents as are contemplated by this Resolution or are otherwise necessary in connection with 
accomplishing a tender of Potential Tendered Bonds related to the tender program described in this 
Resolution, as any such officer or official shall deem appropriate, including without limitation, officer's 
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certificates, legal opinions, disclosure documents, tender agency agreements, tender notices and any other 
related documents or instruments. 
 

(b)  All officers or officials of the Board and its agents and counsel are authorized to take all such 
further actions, to execute and deliver such further instruments and documents in the name and on behalf 
of the Board and to pay all such expenses, as in his or her judgment, shall be necessary or advisable in 
order fully to carry out the purposes of this Resolution. 

 
------------
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8. U. T. System Board of Regents:  Adoption of a Resolution authorizing the 

issuance, sale, and delivery of Permanent University Fund Bonds, and 
authorization to complete all related transactions 

 
 

RECOMMENDATION 
 
The Chancellor ad interim concurs in the recommendation of the Executive Vice 
Chancellor for Business Affairs that the U. T. System Board of Regents 
 
 a.  adopt a Resolution, substantially in the form previously approved by the 

U. T. System Board of Regents, authorizing the issuance, sale, and 
delivery of Board of Regents of The University of Texas System 
Permanent University Fund (PUF) Bonds in one or more installments in an 
aggregate principal amount not to exceed $500 million to be used to 
refund certain outstanding PUF Bonds, to refund PUF Commercial Paper 
Notes, to provide new money to fund construction and acquisition costs, 
and to pay the costs of issuance; and 

 
 b.  authorize appropriate officers and employees of U. T. System as set forth 

in the Resolution to take any and all actions necessary to carry out the 
intentions of the U. T. System Board of Regents within the limitations and 
procedures specified therein; to make certain covenants and agreements 
in connection therewith; and to resolve other matters incident and related 
to the issuance, sale, security, and delivery of such bonds. 

 
 

BACKGROUND INFORMATION 
 
On August 14, 2008, the Board of Regents adopted a resolution authorizing the 
issuance of PUF Bonds during Fiscal Year 2009 in an amount not to exceed  
$450 million. The majority of this authority was utilized with the issuance of  
$400.9 million PUF Bonds, Series 2008A that were issued on October 30, 2008. The 
Series 2008A bonds were issued for the purpose of refunding all of the Board's 
outstanding PUF Flexible Rate Notes, Series A. 
  
Adoption of the Resolution would authorize issuance of additional PUF Bonds in an 
amount not to exceed $500 million to be used to allow the advance or current refunding 
of a portion of certain outstanding PUF Bonds provided that an advance refunding 
exceeds a minimum 3% present value debt service savings threshold. An advance 
refunding involves issuing bonds to refund outstanding bonds more than 90 days in 
advance of the call date whereas a current refunding involves issuing bonds to refund 
outstanding bonds within 90 days of the call date. Refunding bonds are issued at lower 
interest rates thereby producing debt service savings. Adoption of this Resolution will 
provide the flexibility to select the particular bonds to be refunded depending on market 
conditions at the time of pricing, including bonds refunded through the use of a tender 
program or direct repurchase. 
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As provided in the Resolution, the potential bonds to be refunded include the 
outstanding PUF Bonds, Series 2002A, Series 2004A&B, Series 2005A&B, and  
Series 2006A-C. The Resolution also authorizes the issuance of bonds to provide new 
money to fund the capital costs of eligible projects. 
 
Proceeds from the PUF Bonds related to refunding outstanding debt may be used to 
purchase U.S. government or other eligible securities to be placed in one or more 
escrow accounts. Proceeds from the escrowed securities will be used to redeem the 
refunded bonds and the refunded Commercial Paper Notes. 
 
The proposed Resolution has been reviewed by outside bond counsel and the U. T. 
System Office of General Counsel. 
  

Note:  The proposed Resolution is available online at 
http://www.utsystem.edu/bor/AgendaBook/Nov08/11-12&13-
08Meetingpage.htm. 

 
 
9. U. T. System:  Shared Services Initiative Report including Regional Data 

Centers, North Texas Student Information System, Time and Effort 
Reporting, and Supply Chain Alliance 

 
 

REPORT 
 
Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, will report on the 
status of the Shared Services Initiative; including   

• Regional Data Centers; 
• North Texas Shared Information System;  
• Time and Effort Reporting; and 
• Supply Chain Alliance. 
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10. U. T. System:  Discussion with representative chief business officers 
regarding the challenges of institutional budget and finance 

 
 

PURPOSE 
 
Executive Vice Chancellor Kelley; Ms. Cynthia Villa, Vice President for Business Affairs 
at U. T. El Paso; and Mr. Gregg Lassen, Vice President for Business Affairs at U. T. 
Tyler, will lead a discussion on ways these U. T. System institutions are maximizing the 
benefit of the financial resources and areas where the institutions can improve and 
become more efficient. 
  
Supplemental Materials:   

• U. T. El Paso PowerPoint Presentation on Pages 101 - 109 of Volume 2. 
• U. T. Tyler PowerPoint Presentation on Pages 110 - 114 of Volume 2. 
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