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2 TEXAS TECH UNIVERSITY SYSTEM

Investment Managers

Office of the Vice Chancellor
and Chief Financial Officer

Board of Regents
Dec 14-15, 2006

TTUS Office of the CFO
Page 1

Texas Tech LTIF Portfolio Objectives

Investment Objectives - Long Term Investment Fund (LTIF):

Spending Rate X
Inflation (CP1) 25
Investment Management Fee
Real Growth

Net Compound Return
Needed

Spending and Investment Management fees are based on previous 12

quarters’ rolling average market value and distributed quarterly.

Board of Regents
Dec 14-15, 2006

TTUS Office of the CFO
Page 2
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TEXAS TECH UNIVERSITY SYSTEM'

NACUBO Rankings

X . . last 1 Past2 Lusts
June 06 Peer Comparison Vear Yeurs Vears
"o Retums
Texas Tech Total Composite 138 15.6 9.0
Estimated
NACUBO Estimated NACUBO Top Quartile 125 133 75
Returns FEstimated NACUBO Median Instituition 10.5 11.8 6.1
Sune 05 Peer C: - tast! Tast 2
June > Peer Comparison Vet Years
“u Returns
Texas Tech Total Composite 14.1 123 6.6
Actual
NACUBO Actual NACUBO Percentile Ranking 7 6 8
Returns and Actual NACUBO Top Quartile 10.9] 10.5 46
Rankings Actual NACUBO Median Instituition 9.1 94 33
Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 3
e " value 1 Yegr_‘ 3 Years 5 Years
e $(000)
Total Fund _ 523,331 12.00%
11.60%

Board of Regents
Dec 14-15, 2006

TTUS Office of the CFO

Page 4
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TEXAS TECH UNIVERSITY SYSTEM

_Value tYear | 3Years | 5Years
§(000)

US Equity Composite 175735 16.00% 10.20%

Globai Allocation 19,950 12.70%

International Equity Composi 133,308 31.00% 20.10%

Total Equity Composite 329,003 21.60%  17.20% 13.40%

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 5

TEXAS TECH UNIVERSITY SYSTEM"

Asset Allocation

Long Term Investment Fund
Asset Allocation
Current

Domestic Equity
33%

Fixed income/Cash

7%
Real Assets
7% International Equity
o
REIT's 25%
3%
Hedge Funds Globilo/Equity
14% °
Private Equity
%
Board of Regents TTUS Office of the CFO

Dec 14-15, 2006 Page 6
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_ @ TEXAS TECH UNIVERSITY SYSTEM"

Hedge Fund Comparisons

tnclex Fund Traditionaily Managed Portfolio Typical Hedge Fund
Goal Market return Premium over market retun Positve retun i up and dasn markels
Strategy Replicaie the market Benefit from rising markets Reduce/eliminate risk of declining markets
Manager uses expertise in security selection  Fully exploit manager's abifity to generate alpha through
10 generate aipha flexible investing format
Potential Sources N/A Long-only security selection Long security selection
of Alpha Short security selection

Access (o various investment markets
Range of financial instruments

Specialized strategies (e.g., arbitrage)
Risks Masket decline Market decline Poor invastment selection/use of techniques

Poor invesiment selection and tools
Underperforming a rising market

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 7

TEXAS TECH UNIVERSITY SYSTEM'

Hedge Fund Diversification

Correlations to S&P 500
1996-2005

High Correlation [ | US Growth Stocks
— US Value Stocks

| —— International Stocks

= Hedge-Fund Composite

| K—— Real Estate

Low Correlation Bonds

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 8
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TEXAS TECH UNIVERSITY SYSTEM

Hedge Fund Recommendations

Alson Signature Fund Offshore, Ltd.

Objectives
. generate capital appreciation

Focus
. long and short investing, primarily in the equity securities of US companies of all market capitalizations

Davidson Kempner Institutional Partners

Objectives
. achieve capital appreciation through a multi-strategy investment approach long-term returns

Focus

= distressed securities

. merger arbitrage

. event driven long/short equity
. convertible arbitrage

Wexford Offshore Spectrum Fund

Objectives
= maximize total rates of return consistent with low to moderate volatility
Focus

- opportunistic, encompassing a wide variety of asset classes and global markets

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 9

TEXAS TECH UNIVERSITY SYSTEM"
Illiquid Funding: Real Assets

Real Assets Implementation Plan

Assumes $10 million committed to
real estate annually, beginning in
2007 and $10 million committed to
energy every other year beginning in
2008. (Commitments are increased
by 20% in 2011 to account for the
increase in the projected target.)

©vmgtiwent Scliedule
131 20m6

Target 15%
Total Portfolic shie s 532,331,000
Target Real Asscts NAV 3 79,849,650
Estimated Portfolio Growth Rate 2.8%

Bat. % of
Target

Fatimmted Real ‘Target Real Allecation

Year Commitme nt Cummilative C: ] Assets NAV. Assets NAV. Tnvested
2004 830,000,000 $45,000,000 $14.530,136 $79,849.650 18.2%
2005 30 $45,000,000 $23,827,773 $79.849,650 2.8%
2006 340,000,000 $85,000,000 $35,747.939 579,849,650 44.8%
2007 $10,000,000 95,600,000 847,200,000 581,845,391 51.7%
2008 520,000,000 $115,000,000 $71,350,000 $33,892,039 85.0%
2009 $10,000,060 $125,000,000 $85,100,000 $35,989.339 9.0
2010 $20,000,000 $145,000,000 '$88,900,000 $88,139,073 1009%
2011 $12,000,000 $157.000,000 $88,140,000 $90,342,550 97.6%
2012 $24,000,000 $181,000,000 $87,360,000 $92,601,114 94.3%
2013 512,000,000 $193,000,000 $86,840,000 $94.916.141 91.5%

*Realized data is up to the date of the report
Board of Regents TTUS Office of the CFO

Dec 14-15, 2006 Page 10
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TEXAS TECH UNIVERSITY SYSTEM’

Real Asset Recommendations

Savanna

Objectives
. diversified portfolio of opportunistic real estate investments in the Northeast

Focus

. Four principal property types (office, multifamily, industrial, and retail)

. Savanna will seek out properties in need of either
o  significant leasing
o  capital expenditures for deferred maintenance to increase occupancy and rents
o  capital expenditures to reposition/redevelop a property for a higher better use.

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 1

TEXAS TECH UNIVERSITY SYSTEM"
Hliquid Funding: Private Equity

Private Equity Inplemeatation Plan

This model accounts for $44 MM
committed in 2006, then a reduction
in commitments to $18MM until
2010, then $20-$22MM thereafter.

204 205 206 207 208 20 o0 211 w12 n

Target Allocation 15%
Total Portfolio Market Value ~ § 532,331,000
Target Private Equity NAV. ~ § 79,849,650
Estimated Portfolio Growth Rate 25%
Bt % of
Estimated Target
Private Equity | Target Private | Allocation
Year Curmulative Commitments. NAV Fquity NAV Invested
2004 $11,465,674 N 79,849,650 14.4%
2005 1000, 512893847 S 79,849,650 161%
2006 $101,000,000 £39,053251 5 79849650  485%
2007 $119,000,000 $51965000 5 81845891 635%
2008 $137,000,000 $60,10000 § 83892039 82.5%
2009 $155,000,000 $31,795,000 5 85,989,339 95.1%
2010 $173,000,000 $85,765000  § 88139073 100.7%
2011 $193,000,000 L1000 5 90342550  100.9%
2012 $215,000,000 90955000 5 92601114  982%
2013 $237,500,000 $87.930,000 s 94,916,141 926%
*Realized data is incorporated up to the date of the report.

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 12
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& @ TEXAS TECH UNIVERSITY SYSTEM’
L3
Asset Allocation
" N
Long Term Investment Fund
Asset Allocation
Proposed
Domestic Equity
30%
Fixed Income/Cash
7%
Real Assets
7% . .
Intemnational Equity
REMs 25%
3%
Hedge Funds IobaloEqmty
7% 4%
Private Equity
7%

. /
Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 13

TEXAS TECH UNIVERSITY SYSTEM"

Managers
4
Long Term Investment Fund
Number of Managers
At August 31, 2001
Domestic Equity (5)
Fixed Income/Cash
M
REMTs (1) Intemational Equity
Q)]
Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 14
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8 TEXAS TECH UNIVERSITY SYSTEM®

Managers
s ™
Long Term Investment Fund

Number of Managers
Proposed

Domestic Equity (6)

Fixed income/Cash
[v3]
Real Assets (6)

REITs (2) International Equity

©
Hedge Funds (8) Global Equity (1)

Private Equity (9)

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 15

Capital - Last Capital — Capinat
Remaniag Account Account  Account Plus
Tacepron Commitment  Capatal Called  Commameat  Distributions Batunce stitement  Distributions
(OCM Opportunities Fund IVh 2002 5000000 5,000,000 - 8245577 343549 10/31/06 8,589,126
(OCM Principal Opportunities 111 2004 10,000,000 9,100,000 00000 23014 11871859 1031406 11,894,873
(OCM Principal Opportunities Furope Fund 2006 5000,000 3,850,000 1,900,000 814439 3102036 930006 3916475
(OCM Principal Opportunities IV 2006 12,000,000 - 12,000,000 - - NA -
Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 16
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TEXAS TECH UNIVERSITY SYSTEM'

Recommendation

The Investment Advisory Committee met on November 28 and 29, 2006. The Committee
interviewed portfolio managers in the hedge fund and real assets alternative asset
classes. Given the performance and credentials of these firms, it was recommended
that the foliowing be considered as alternative asset class managers:

Alson Signature Fund, a hedge fund manager, with an investment of $10,000,000.

Davidson Kempner Institutional Partners, a hedge fund manager, with an investment
of $10,000,000.

Wexford Offshore Spectrum, a hedge fund manager, with an investment of
$10,000,000.

Savanna, a real assets manager, with an investment of $10,000,000.

Rl

Accordingly the chancellor recommends that the Board of Regents approve the following
recommendation of the Investment Advisory Committee that:

Davidson Kempner Institutional Partners, Wexford Offshore Spectrum and Savanna be hired
as alternative asset investment managers, to comply with the asset allocation plan of
the Long Term Investment Fund, as set forth by the Board of Regents.

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 17




aluation

All data are

. have been consistent, although unspectacular.  Since
inception. the Fund has annualized 10.7%. pet. during a period when its
“peers”. as represented by the ('SFB/Tremont Long/Short Equity index.
have compounded at 12.0% and the S&P 300 has annualized 18.0%.
We expect the Fund 10 perform well over time and. in particular, during
difficult periods for cquities. such as the year-to-date period. Since
inception. Alson has captured only one-third of the downside of the
CSFB/Tremont Long/Short Equity index. The Fund displays a slight
beta 10 the equity markets. The alpha gencrated since inception is
attractive.

Board Minutes
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of March 31, 2005, Returns bevond one vear und standuard deviation

Fuund

1-Year Return (% 1.4 . 6.7
2-Year Return (o) 1.1 143 2004
Return Since 10702 (%) 10.7 12.0 18.0
Standard Deviation +7.1 5.2 + 138
Sharpe Ratio 1.32 2.04 1.21
Correlation to Fund 1.00 0.56 0.33
Worst Drawdown (".-'o): (7.1 2.5 R
Positive Months 7% 7% 70%

Unless othervise indicated, statistics ahove are since inception.

Annual Returns as of March 31, 2008

38
30 N
- 28 '
£
£ 15
N o 14
0
-5
Y2002 . 1272002 2003 2004 2005 VT
B Alson B CSEFB Long 'Short WS&P su)
|
Average Performance Doring S&P 500 Up/Down Months (Since g’ Histogram of Monthly Returns
October 2002) : (Since October 2002)
N 5 g 1
< 2 1.3 .§
= Ft
E 0 . g
3 ﬁ ‘ c
2 .2 i€
24 Cg
-4 £
Lip Months Down Months >
B Alson BS&P 5060
o ish Factor Eposurcs (Since October 2002
Warst Months for the S&P 500 Risk lduo‘r i ,x.]fo.smu (Since ',vc ober 2002) ‘
(Since October 2002) ] Sensitivity 1-Stat Conf. Level
4 Market Beta” 0.2} 1.9 96.4%,
3
N . = Small 0.17 L 86.5%
“ . 1.6
~- 0.2 . Value -0.18 1.3 90.6%%
é= ) . R . S
= 1.8 .
mu -4 13 =26 w24 . o U
g Anmmalized Alpha (%) 6.54 1.5 U2.6%,
% A7
59
-8 R’ 23%
Dec-02 Jul-04 Jan-03 Jan-03 Mar-03
B und RS&P 500

* The CSFB-Tremomt Long:Short Equity index is an usser-weighted index of long/short cyuiny hedye find manugers.

T Worst drawdown is the lurgest percemage decline from peak,
" Equity market represemed by the Wilshire 3000 index.

Hammond/

SGofates

INSTITUTIONAL YD CONSULTANTSN, INC.
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Wexford Offshore Spectrum Fund

nnindlized. Fund retans are net of fees.
CSFB Global Macre!

¢ refurns of the equity markets with 3-Year Return (%) 239 11.7
fess than three-fourths the volat.:hr:y since its inception. 1hc.modcsl 5-Year Return (°4) 18.3 132
ll:dtl;\f(; of thfc 'worst drawdown is ll;pres;jsl\=e+lpar};uu:jal lly agam;t th; Return Since 497 (%) 17.5 12.6
ackdrop of the strong retums ved. The Fund has produce -
acacTop of e strong pemms achieved. p Standard Deviation 121 +10.9 £172
positive results in every calendar year and achieved a retum of 50 bps on Sharpe Rafi iy 0.8 0.2
. < . . arpe Ratio . . 2
average during months when the S&P 500 was negative. The regression c P ot Fund .00 0.96 0 '] 8
analysis demonstrates a statistically significant annualized alpha of orrelation to Fun . \
. . iy N / 7 m (0 T3 3 3 Py
12.61% per annum with modest bela exposure to equities. The beta Worst Drawdown (") o) O CHLT
. . . . N . 2 A 20 S0 UM
exposure 1o credit spreads is largely driven by their move into distressed Positive Months 08% 7% 60"
securities in 2003, Undess otherwise indicated, swaistics above are since inception.
Annual Returns as of May 31. 2006
of)
40 s w7
bz 200 2 a2 19,5
oS 20 - . 09 ad H X800 nh S g
C el ‘- _-. i L —
= =20 BIR]
221
-4 !
44997 . J9us 19949 2000 2001 20412 2003 2004 2008 20060¥TD ‘
1271907
W Weford W CSFR Global Macro B S&P 300
Average Performance During S&P 500 | p/Down Months (Sinee April | Histogram of Monthly Returns
1997} ' (Since April 1997)
‘ 5
* 17 [ Z
-~ 3 o ; 2
£ 1 s ! 2
E P2
g ! i S |
x { z |
; . T !
| % . 37 i %, !
| Lip Months Down Months Z
j L
: ; ¥ T o6 S 4320 Y g 6 7T 8% W
W W ex ford B S&P 500 K
! Risk Factor Exposures (Since April 1997)
Waorst Months for the S& P 500 g AP p ,.
i (Since April 1997) Sensitivity I'-Stat Cont. Level
‘ . | Market Beta' 0.0% 1.2 87.8%
2 0.4 = " | Lagged Beta® 0.13 0.7 - 76.8%
P - L - Interest -0.02 0.1 55.9%
! £ -2 - -1
| Credit -0.32 2.6 99,00,
E .0 | 41
! i . .
! RINT)) Ky 7o Annuolized Alpha (%) 12.6/ 3.6 99.0%
-2 109 ad
-14 .
16 2143 R- 17%
Aug-98 Sep-02 Feb-01 Sep-0t Nov-(i0
W Wexiord BWS&P 500

" The CSFRT vmont Global Macro index is an asset-weighted index of Glohal Macro hiedge fimd MAiagers,

“Wonst drenvdown is the Jar gest percentuge decline from peak,
anm market represented by the Wiishire 3000 index.

Alz'lllmlu/ng‘ altemipts o acconnt for the illiguid notuve of many hedge fimd portfolios. which often masks trie marker expostre.

Hammond# Assor

ENSTITUVTION AL FUND CaoNs TLEASTTN,




and sinde

Davidson Kempner has demonstrated a long track record of providing
consistent results through varving market environments. The Fund has
historically produced betier risk adjusted returns than its "pecrs”
(represented by the CSFB Multi-Strategy Index) as demonstrated by a
Sharpe Ratio of 2.2 for the Fund vs. 1.6 for their "peers”. Davidson
Kempner demonstrates an "absolute return” nature, exhibited in the
upfdown chant below. The regression analysis indicates liule sensitivity
to the cyuity markets or credit markets. Given the nature of the portfolio,
thesc are very positive characteristics.

3-Year Return (%)
5-Year Return (%)
Return Since 3/96 (%)
Standard Deviation
Sharpe Ratio
Correlation 10 Fund
Worst Drawdown (%)°
Positive Months

10.5

8.6
10.3
+3
9 29

1.00
4.8i

92%

10.3
+ 4
1.64
0.32
ol

Rt o
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Unless otherwise indicated, statistios above aie sinci incoprion,

Annual Returns as of December 31, 2008

40
= ::: 20
: Tu 4 40 0 vl 50y AT
o . N
o .
e 10
20
-3 oy
371996 - 1997 199K 1099 2000 2001 2002 200 2008
1271996
B Davidson Kempner BECSFB Multi-Stncgy  BS&P 500
Average Performance During S&P 500 Up/Down Menths (Since March Histogram of Monthly Returns
1996) . (Since March 1996)
& - ! w 70 -
. £ 60
&2 0.9 0.7 | £ 50
g 0 o £ 40
Z . ? =2
o ' = af
1 k4
- i 5 20
- ! <
! = 14
Up Maonths Down Months | zZ o
B Davidson Kempnos WS&P 500
Risk Factor Exposures (Since March 1996)
Warst Manths for the S&P 500 ok ) p . e
(Since March 1996) ] Sensitivity T-Stat Conf, Level
3 Market Beta” 0.04 28 99.0%;,
oy U5 Lagged Beta' (.08 1.7 . 953
14 - .
- ' Interest -0.01 0.4 66.3%
£ < -1.6 -
C oS Credit 0.01 04 64.5
E
g 10 y . . ,
=~ 109 e U Annualized Alpha (%) 5.59 6.4 99,01
.15
I -14.3
20 R: 15%,
Aug-98 Sep-02 Feb-01 Sep-01 Nov -1
W Fund W S&P 500 !

"The CSFR, Tremant Multi-Strategy index is an asset-weighted index of multi-strategy hedge find menagers,

" Worst drawdown is the largest porcemage decline from peak.

? Equity markes represemed by the Wilshive 5000 index.

* Methodolog uttempis to account for the illiguid natnre of many hedge firad portfolios, which ofien masks true market CXPOSHITC,

Hammond s iaies

INSTITETTONAL FLU i1 ¢ yMnt LTANTS., 1IN,
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3 TEXAS TECH UNIVERSITY SYSTEM'

Strategic Budget Allocation

Office of the Vice Chancellor
and Chief Financial Officer

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 1

TEXAS TECH UNIVERSITY SYSTEM’

FY 2007 2%
Educational & Educational &
General Budget General Budget

General Revenue General Revenue

TTU $120,634,735 $ 2,412,695
TTUHSC 105,092,642 2,101,853
TTUSA 6,224,168 124,483
TOTAL TTU SYSTEM $ 231,951,545 $ 4,639,031
Board of Regents TTUS Office of the CFO

Dec 14-15, 2006 Page 2
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3 TEXAS TECH UNIVERSITY SYSTEM'

FY 2007

Educational &
General Budget

General Revenue

2%

Educational &
General Budget

General Revenue

TTU $123,705,936

less transfer to TTUSA (3,071,201) $ 2,412,695
TTUHSC 107,830,063

less transfer to TTUSA (2,737,421) 2,101,853
TTUSA 6,224,168 124,483
TOTAL TTU SYSTEM $ 231,951,545 $ 4,639,031

Board of Regents
Dec 14-15, 2006

TTUS Office of the CFO

Page 3
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@ # TEXAS TECH UNIVERSITY SYSTEM"
\ &

Fiscal Years 2007 and 2008
Operating Budgets Presentation

Office of the Vice Chancellor
and Chief Financial Officer

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 1

| B) TEXAS TECH UNIVERSITY SYSTEM'

OLD CATEGORIES NEW CATEGORIES

Operations Support

Teaching Experience Supplement
Excellence Funding

Educational and General Space Support

General Administration
Student Services
General Institutional Expense
Faculty Salaries
Departmental Operating Expense
Instructional Administration Expense
Library
Organized Research
Extension and Public Service

. Plant Support Services

. Campus Security

12. Building Maintenance

13. Custodial Services

14. Grounds Maintenance

15. Utilities

Ealbadi Sl

PN AW =

—_— O
—_ o

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 2
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Board of Regents
Dec 14-15, 2006

TEXAS TECH UNIVERSITY SYSTEM

Texas Tech Univarsity

Budgeted Hlements of institutional Cost |

‘Operations Support

Teaching Experience Supplement
Excellence Funding P
Educational & General Space Support

General Adminis!
Student Services |
General Institutiona) Expense
Faculty Salavies

Deparimental Operating Expense
ional Administration Expense

; 2,829,539

Gampus Security i 1,923,736
Building Maintenance 3,468,173
Custodial Services ; T as00732
> 1,955,218

[}

(1) Allocations ave estimates based on September, 2004 instructions from
the Govemor's Ofice of Budget, Planning, and Policy

(2) Significant changes have ocourred to State funding methodologies and

financial statement reporting, including funding methodologies for indirect
cost for research, designated student tuition, and GASB 34/35 reporting
requirements, since the proposed functions of institutional cost were last
used.

134383476

TTUS Office of the CFO
Page 3
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TEXAS TECH UNIVERSITY

HIGHER EDUCATION ASSISTANCE FUNDS
(HEAF) FY2007-10

Office of the Sr. Vice President for
Administration & Finance
Dr. Thomas Anderes

Board of Regents
December 14-15, 2006

HEAF - FY2007-10

Higher Education Assistance Funds (HEAF)

How have HEAF funds been allocated in FY2007?
HEAF funding - FY2008
Projects requiring multi-year funding

Potential uses FY2008-2010/Implications through
FY2015
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HEAF - FY2007-10

Funding Allocations in FY2007

Major Renovations $3,968,000
Minor Renovations $500,000
Deferred Maintenance $2,000,000
Libraries (Acq., Equip.) $5,279,356
Equipment (Computing, Faculty Start-up, Academics,
etc.) $6,138,962
Emergency/Mandates $0
TOTAL $17,886,318

HEAF - FY2007-10

HEAF Funding - FY2008
Major Capital Projects $5,791,605
Minor Renovations $500,000
Deferred Maintenance $2,000,000
Libraries:
Main $4,494,030
Southwest Collections (SWC) $30,444
Law $1,018,850
Equipment (Computing, Start-up, Lab, etc.) $6,590,000
Emergency/Mandates $2,500,000
Board Strategic Initiative $1,000,000
Unfunded Prior./Mandates $2,904,548
TOTAL $26,829,477
The THECB 1 ions for higher ed; ion in FY2009 and revisions may be made based on relative
need, as determined by space deficits and formula funding. 4




HEAF - FY2007-10

Banner/Finance System $2,856,725
Engineering Renovations ($10) $84,543
Art-3D ($7.7) $1,239,977
Life Safety ($8.0) $644,144
Experimental Sciences ($6.0) $966,216

TOTAL $5,791,605
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HEAF - FY2007-10

Potential Uses — FY2008-2010/Implications Through FY2015

Major Capital Projects $5,791,605 $6,214,119 $6,870,593
Minor Renovations $500,000 $500,000 $500,000
Deferred Maintenance $2,000,000 $2,100,000 $2,100,000
Libraries:
Main $4,494,030 $4,718,732 $4,954,669
sSwC $30,444 $31,966 $33,564
Law $1,018,850 $1,069,792 $1,123,282
Equipment $6,590,000 $6,750,000 $6,850,000
Emergency/Mandates $2,500,000 $2,500,000 $2,000,000
Board Strategic Initiative $1,000,000 $1,000,000 $1,000,000
Unfunded Prior./Mandates $2,904,548 $1,944 868 $1,397,369
TOTAL $26,829,477 $26,829,477 $26,829,477
The THECB 7t for higher ed: in FY2009 and revisions may be made based on relative need, as determined by space

deficits and formula funding.
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TEXAS TECH UNIVERSITY SYSTEM"

Revenue Financing System

Office of the Vice Chancellor
and Chief Financial Officer

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 1

g TEXAS TECH UNIVERSITY SYSTEM"

Texas Tech University System
Principal Bal Outstanding at End of Fiscal Year Ending August 31st

Millions
$600 4

$500

$400
== HEAF
$300 4 = TRB
= Total
=< Ag3 Median

$200 1

$100 -

504

FY 2001 2002 2003 2004 2005 2006 2007 2008

Dec 14-15, 2006 Page 2
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TEXAS TECH UNIVERSITY SYSTEM-

Bonds Outstanding
FY 2007

TTU TRBs, 107,516,578,
Athletics, 122,095,349, 20%

22%

Housing and Dining,
35,651,414, 7%

TTUHSC TRBs,

Student Fees, 54,946,657, 146,632,000, 27%

10%

Auxitiaries, 34,193,002, 6%

HEAF Bonds, 42,500,000,

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 3

TEXAS TECH UNIVERSITY SYSTEM"

Debt Service Risk
FY 2007

TTUTRBs, 10,442,387, 18%
Athleacs, 13,521,724, 23%

Housing and Cining,
7,162,579, 12%

TTUHSC TRBs, 14,868,073, 25%

Student Fees, 5,805,626, 10%

Auxiliaries, 2,901,202, 5% ~ HEAF Bonds, 4,261,145, 7%

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 4
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TEXAS TECH UNIVERSITY SYSTEM’

Debt Outstanding

700,000,000

600,000,000

500,000,000

400,000,000 1

300,000,000 - -~

200,000,000

100,000,000 -

FY 2005 FY 2006 £y 2007 FY 2008 FY 2009 FY 2010 FY 2011
& TTU Other Rev 3 TTU TRBs @ TTUHSC TRBs|

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 5

§) TEXAS TECH UNIVERSITY SYSTEM™

Rating Medians: Moody’s Public University Medians

Public Medians for 2005 — By Rating Level

Aa2 | Aa3 | TTUS | TTUS | TTUS A1
2005 2006 Trend

CASH FLOW

Actual Debt Service

Coverage () 43 | 32 5.3 2.6 i | 2.9

Actual Debt Service to

0, 0, o, 0, o,
Operations (%) 26% | 32% | 40% | 79% | T | 25%

BALANCE SHEET

Expendable Financial

Resources to Debt (x) 1.8 1.2 1.4 1.4 — 1.0
Unrestricted Financial

Resources to Debt (x) 07 0.5 1.1 1.0 l’ 0.4
Board of Regents TTUS Office of the CFO

Dec 14-15, 2006 Page 6
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TEXAS TECH UNIVERSITY SYSTEM'

Four Debt Measures

CASH FLOW
> Actual debt service coverage (x)
= Measures actual margin of protection for annual debt service payments from annual operations

= The sum of annual operating surplus (deficit) plus depreciation expense plus interest expense
divided by total of principal and interest payments

» Actual debt service to operations (%)
. Measures burden of actual debt service payments relative to overall operating budget
. Actual annual debt service divided by total operating expenses

BALANCE SHEET

> Expendable financial resources to comprehensive debt (x)
. Measures coverage of comprehensive debt by financial resources that are ultimately expendable
. Expendable financial resources divided by comprehensive debt

» Unrestricted financial resources to comprehensive debt (x)
. Measures coverage of comprehensive debt by the most liquid resources
. Unrestricted net assets divided by comprehensive debt

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 7

4 TEXAS TECH UNIVERSITY SYSTEM'

Rating Medians: Moody’s Public University Medians

Public Medians for 2005 — By Rating Level

Aa2 Aa3 TTUS A1
Total Direct Debt 666.95 340.52 367.6 148.36
Total Financial Resources | 1709.09 706.20 940.4| 244.00
Total Revenues 2082.44 890.53 963.6 | 413.28
Total Expenses 1937.78 871.63 828.8 410.32
Total Enroliment FTE 47,751 27,092 | 27,569 19,283
Board of Regents TTUS Office of the CFO

Dec 14-15, 2006 Page 8
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E TEXAS TECH UNIVERSITY SYSTEM"
Moody’s Public College and University Medians

2005-2006
Based on 2005 Financial and Enroliment Data

Aaa Aa1 Aa2 Aa3 A1
Texas Texas A&M | Missouri Texas Tech Oklahoma
Nebraska Colorado Oklahoma State
Kansas Houston North Texas
lowa State
Kansas State

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 8

TEXAS TECH UNIVERSITY SYSTEM"
CASH FLOW

Debt Service Coverage

9.0%

7.0%
8.0%

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 10
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TEXAS TECH UNIVERSITY SYSTEM’
BALANCE SHEET

Expendable Financial Resources to Debt

20

- TTUS 14 15 13 14 14

Unrestricted Anancial Resources to Debt
131

Board of Regents TTUS Office of the CFO
Dec 14-15, 2006 Page 11
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Special Comment

June 2006

"% Pheme o A
New York
Diane Viacava 1.212,553.4734
Susan Fitzgerald 1.212.553.7762
Margot Asher 1.212.553.7124
Karen Dulitz 1.212.553.3614
. Dennis Gephardt 1.212.553.7209
Roger Goodman 1.212.553.3842
Nétasha Kadochigova 1.212.553.4902
Leah Ploussiou 1.212.553.4789
Kimberly Tuby 1.212.5653,7738
Heather Willis 1.212.553.7106
- John Nelson 1.212.553.4096

Public College and University Medians 2006
(Based on 2005 Financial and Enrollment Data)

Growing Enrollment and Tuition Revenue Offset
Increasing Debt and Reduced State Support

Summary .

Moody's stable rating outlook for the public higher education sector is supported by the 2006 public college and
university medians. ' 4 : . ‘

The medians indicate that the sector has: :

* Continued healthy student demand, reflected in the increase in median FTE enrollment to over 16,000, up
3.6% over the past four years.

*  Healthy revenue growth (16.5% over four years), largely driven by rising wition offserting continued
reductions in state support on a per-student and inflation-adjusted basis. Student charges (tuition and
auxiliary revenue)® now comprise 36% of total operating revenues, versus 33% of operating revenues
derived from the state. In FY2002, the comparable revenue reliance was 31% and 39%, respectively.

*  Growing financial resources in support of institutional mission, with median total financial resources for FY
2005 standing at $185 million, a remarkable 45% incréase since 2002.

*  Favorable operating performance resulting from the revenue increases as well as notable expense controls,
with median expenses rising just 10.3% over the past four years,

"These positive trends are offset by the following challenges:

* Weakening demographics in some regions, with 2 few public universities beginning to experience
enrollment declines, coupled with heightened competition from lower-priced community colleges in many
areas of the country.

*  Constrained state appropriations for operations and capital projects, with the median level of state
appropriations per student in FY2005 down 6% in nominal terms from FY2002 levels.

* Growing debt levels driven by continued capital investment to update aging facilities, to remain
competitive, and to accommodate growth in enrollment and research fanding. In FY 2005, median total
debt was up 42% over FY2002 levels, with debt on a per student basis rising 47%, to $9,616.

* Increased competition for research funding, resulting in flat grant and contract revenue for some
institutions.

*  Increased scrutiny of undergraduate tuition increases, which is likely to limit the rate of revenue growth in
the future. Median net tuition per student has risen by 40% since 2002.

Moody's public college and universities medians for 2006 are based on fiscal year 2005 financial statements and
enrollment and student data for fall of 2005. With the fiscal year 2005 financial results, we now have four years of
sector-wide reporting under the GASB 35 accounting and reporting standards, adopted by most institutions beginning
in fiscal year 2002. The appendices include the 2005 medians; medians for 2002 through 2004 have been recalculated
from those previously published to ensure data for the same subset of institutions used in our calculations for all years.

1. Includes both stand-alone university campuses as well as university systems of multiple campuses. ]
2. Netoffinancial aid,

Moody’s Investors Service
Global Credit Research
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Moody's ratings cover more than 90% of the public university sector through ratings assigned to both large systems {
and individual colleges and universities. We currently rate 195 separate organizations in the sector based on their

stand-alone credit quality, ranging from the large systems in California, New York, Texas and Pennsylvania with
enrollment exceeding 100,000 students to much smaller colleges and universities with enrollment of under 5,000
students. As a group, the Moody's rated public higher education sector had a 14% increase in outstan
FY2005, rising to over $65 billion from the prior year's total of $57 billion. Moody's also rates over 100 public

colleges, universities and affiliated foundations with over $2 billion of debt based on municipal bond insurance.

"The public university sector remains highly rated, with 95% of the ratings in the three highest rating categories of
Aaa, Aa, and A. The median rating is A2 by number of institutions and Ad3 when weighted by debt outstanding. The
high rating quality for the sector reflects its favorable credit characteristics, as well as the fundamental credit factor of
state support, although as states have reduced their operating appropriations, the median contribution ratio of state

appropriations has declined from 38.7% in 2002 to 33.1% in 2005.

ding debt in

A3 Baal/Baa2 Aaa/Aal  pgp
10% 5% 4% 8%

P
35% » PO e 22%

a3, 30%

Rating Distribution By Institution Rating Distribution By Direct Debt Qutstanding

Baa1/Baa2, 1%

Aaz, 27%

Moody's public university financial ratio medians are the result of Moody's rating process thdt considers both
qualitative and quantitative factors to deterrnine the instirution's credit profile. Therefore, each ratic will have a broad
range of values for the individual institutions within that category, and medians alone cannot be used to predict an
institution's specific credit rating.

Moody's Special Comment
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Four Year Medians Highlight Sector-Wide Credit Trends

Moody's now has four years of medians for the public higher education sector based on GASB 35 accounting
standards. These medians illustrate several important credit trends. :

Student Demand: Across the sector, median foll-time |~ T — -
equivalent (FTE) enrollment has risen 3.6%, to 16,043 Students Assume More of Expense Burden

students between 2002 and 2005 driven by (1) demographic As States Reduce Operating Fundin
growth among high school graduates, (2) increasing higher o ' perating ¢ing
education participation rates at all ages of the population, and | 8000 ¢ 7089 8912

6,658

(3) the ultimate economic value of a higher education degree. *| 7.000 6'54

However, some instingtions have experienced significant | 6000

increases in enrollment and others have had declines, | 5000
depending on their specific service areas. In particular for | gggg ]
regionally oriented public universities, understanding. the 2000 A

demographic trends in an institution's core srudent market s 1000
critical. , "o
State Funding: While state funding .on 2 per student basis
increased modestly in FY2005 to $6,65 8 compared to $6,534 _ _ _
the prior year, state operating appropriations continue to fall Ot tuition per student (§)
as a percentage of overall operating revenue, sliding to 33% in (1 State appropriation per student (§) . .
FY2005 versus nearly 38% four years$ ago. Despite the 1.9% Ll e — -
increase seen in FY2005, funding is still 6.1% less than the median fanding of $7,089 per student in FY 2002,

— ' Tuition Revenue: The need to fond the rising educational

2002 2003 2004 . 2005

Students Repléce State expenses and. g‘r"owixig; enrollment during an _efxvir‘omx}ent of
A t Funding Sourc ‘constrained state funding has led to rising wiition during the

s Largest Funding Source _ consty Hte unding as Jed-to risi furl
: past four years. “This is shown in the growth of median net
5% tuition per student, rising 40% to $4,900 in 2005 from $3,516
40% 38.7% in 2002. As a result, tuition revenues (adjusted for financial aid
35% 36.4% ( and scholarships, including Pell Grants which now are
%09 $3.1% | generally reported as grant revenue under GASB reporting)
% 1.0% now comprise a median 25% of total revenues, compared to
25% , - ' | léss than 20% in.2002. Including auxiliary enterprise,
2002 2003 2004 2005 revenues derived directly from students comprise a median

: _ 36% of operations.

4~ State Appropriation (%, of Total Revene) , J Operating Performance: Despite the state fanding
38 Net Tuition and Auilary Enterprises (%, of Total Reverue) challenges experienced by public colleges and universities for

— ‘ - — the last several years, operating performance across the public
higher education sector has remained relatively stable, with operating margins in the 1-2% range and actual debt
service coverage remaining strong, 2.8 times in FY2005. for the sector.asa whole. ‘

Financial reserves: From 2002 to 2005, the median level of financial resources increased 45% to $185 million,

demonstrating the fundamental strengths of the sector during a difficult environment. We expect continued emphasis
on increasing philanthropic support and growing independent financial resources in light of the eontnued reduction
in support at the governmental level for both operations and capital.

Debt: Median debt levels kept pace with the growth in
financial resources, rising 42% from 2002 to 2005, with a 9%
increase in FY2005 alone. For most insdtutions, debt
nonetheless remains manageable given growth in core revenne
streams supporting debt service and debt service consuming a
moderate 3.2% of operating expenses in FY2005.

The results in the FY2005 medians continue to support
our stable outlook for the sector. For more information
regarding factors affecting the industry, please see “Moody's
2006 Higher Education Outlook”, published in February, 2006

3. Flease see Moody's hot topic "Demographic Trends Indicate Conlinuing Student Demand for Most Colleges & Universiiies”, June 2006, #97768 .
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Continued Differentiation of Credit Quality for Public Universities Across Sector

Moody's 2005 medians are based on over 90% of our portfolio of rated public colleges and universites. We provide
medians for seven rating categories — a combined Aaa/Aal category; Aaz; Aa3; Al; A2; A3; and Baal/Baa2. Moody's
has only three public universities rated Aaa and four rated Aal; consistent with past practice, we have therefore
combined the two levels for the calculation and presentation of the medians. With:eight public universities rated Baal
and one rated Baa2, we have combined those inistitations into one category. We note that'will the smaller purhbers of
the Aaa/Aal and Baal/Baa2 groups, data changes for the category could be statistically significant.

The public medians continue to highlight the significant credit and financial differences across the rating
categories for the sector. Consistent with previous years, there remains credit differentiation between the large
flagship and land grant universities and the regional public universities. The seven public universities rated Aaa and
Aal represented less than 4% of the ratings for the sector, had 9% of rotal enrollment, and issued 13%. of outstandirig
~ debt, yet as a group held 31% of the total financial resources for the sector. In' contrast, the institutions rated A3
. represented approximately 10% of the public higher education portfolio, yet held less than 1% of the total sector's
resources, 2% of the outstanding debt, and 2% of enrollment,

Larger public universities with broad geographic student [ D :
markets tend to have higher ratings. The institutions in either Larger and More Diverse Organizations Garner
the Aaa or Aa category generally are public university systems | - Highér' Ratings' ‘
or the large flagship or land grant universities. Median B
enrollment for the Aaa/Aal institutions was 48,421 full-time ,
equivalent (FTE) students. Institutions rated in the A rating ‘jg%g
category are generally smaller regional public colleges or 30.000 | [
universities, with median enrollment of 10,475. The notable. 20,000
exception is California State University, rated Al with a 10,000
positive outlook with full-time equivalent enroliment of over 0
326,000. The university system, the largest in the public
higher education sector, relies heavily on state appropriations &
from California, whose own general obligation rating is A1
with a stable outlook. ‘ l

60,000

5 Tota} Enrollment FTE —]

As previously noted, public university wealth is heavily concentrated in the higher-rated institutions, The 2005
median total financial resources for the universites rated Aa and higher was $1.0 billion, compared to the $98 million
median resources for A-rated public higher education institutions. The higher-rated institutions have greater financial
flexibility as demonstrated by median expendable resources to debt of 2.4 dmes for Aaa/Aal-rated colléges and
universities compared to 0.7 times for A-rated institutions, Likewise, median expendable resource coverage of
operations for Aaa and Aal-rated institudons was 0.89 dmes, compared to 0.37 tmes for A-rated colleges and
universiaes,

Higher Rated i'hstitutidns :Héve

We also note ‘that the higher-rated public higher
education institutions have greater revenue diversity, generally

an%i?ﬁyg;?aﬁi:egggnggmf ds with ' lower reliance on state appropriations and swdent
ey VI ORTE TR charges and a greater share of revenue derived from research
(% of budget derived from state funding) funding. The 2005 medians indicate that colleges or
universities rated Aa and hjgher have moderate reliance on
e state funding, with the median of 26.6% of total operating
40% revenue; this comparés to a median of 35.8% contribution
35% share of total operating revenue for  A-rated institutions.
gg& The revenue diversity helps provide operational flexibility,
20% enabling higher-rited colleges and universities to better
:g;f: weather potental cutbacks in state appropriations.
5% The nine Baa-rated have some unique characteristics

compared to the other rating categories. They tend to be
smaller, and located in areas with relatively - weak
demographics, which can introduce an element of enrollment

volatility. They have a relatively high reliance on state funding
(41% on median), with limited pricing flexibility (82,673 net

Moody’s Speciai Comment 5
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tuition per student) and thin financial reserves as demonstrated by the median coverage of unrestricted resources to
operations of 0.03 times. Five of the nine are located in the State of Louisiana, rated A2 with a stable outlook. Two of
the institutions ~ University of Puerto Rico and University of New Orleans — were downgraded from the A rating
category during the past year. We note that the median enrollment for the Baal/Baa2 institutions declined to 8,552
FTEs in fall of 2005 from 9,731 the prior year. " This decline is driven by the reported fall enrollment declines
experienced by University of New Orleans and Southern University System, both rated Baal with a negative outlook,
due to damages from Hurricane Katrina and the impact on enrollment the fall of 2005 semester.

6 Moody's Speciat Comment




Board Minutes
December 15, 2006
Attachment 9

Page 7 of 26

Related Research
Rating Methodology:

Moody’s Rating Methodology for U.S. Public Colleges and Universities, December 2002 (76899)
Moody’s Rolls Out Finetuned Ratios for Public Universities to Incorporate New GASB Standards, June 2002 (75130)

Industry Outlook:

Moody's 2006 Higher Education Outlook: Stable Outlook Driven by. Steady Demand and Growing Resources:
Prospects for Revenne Growth and Meeting Capital Needs Remain Challenging, February 2006 (96647)

Hot Topic: .
Demographic Trends Indicate Continuing Student Demand for Most Colleges & Universities, June 2006 (97788)

o access any of these veports, click on the entry above. Note that these veferences ave curvent as of the date of publication of this
report and that move recent reports may be available. All vesearch may not be gvailable 1o 4ll clients.
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Rppendix I: Moody's Public Medians for 2002-2005
All Public Medians 2002 2003 2004 2005
Key Financial Statistics
Total Direct Debt ($, in millions) 92.45 105.64 120.26 130.96
Total Financial Resources (8. in millions) 127.42 143.45 162.28 184,79
Total Revenues ($, in millions) 256.32 261.93 280.29 298.73
Total Expenses ($, in mitlions) 258.82 259,72 273.07 285.55
Market Data and Ratios
Total Enroliment FTE (#, may be estimated) 15,487 15,780 16,022 16,043
Freshman Selectivity (%) 72.5% 73.8% 74.5% 76.0%
Freshman Matriculation (%) 45.9% 46:.0% 45.4% 45.0%
Net tuition per student ($) 3,516 3,860 4,381 4,900
State appropriation per student ($) 7,089 6,912 6,534 6,658
Educational expenses per student ($) 15,005 15,104 15,627 16,645
Total wition discount (%) 30.3% 28,8% 28.8% 28.5%
Capital Ratios
Unrestricted financial resources-to-girect debt (x) 0.5 0.4 0.4 04
. Expendable financial resources-to-direct debt {x) 1.2 1.0 1.0 1.0
Total financial resources-to-direct debt x) 2.0 1.7 1.5 1.4
Direct debt-per-student ($) 6,539 7.585 8,252 9,616
Direct debt-to-cash flow {x) 4.9 5.5 5.3 54
Direct debt-to-total capitatization () 0.2 0.2 - 02 0.2
Actual debt service to operations (%) 3.0% 2.9% 3.1% 3.2%
Age of piant (#, in years) 11.7 11.8 11.8 120
Balance Sheet Ratios
Unrestricted financial resources-to-operations (x) Q.15 0.14 0.17 0.18
Expendable financial resources-to-operations (x) 0.38 0.38 0.41 0.42
Free expendable financial resources-to-operations (x) 0.06 -0.01 -0.02 -0.02
Expendable financial resources-to-total net assets {%) 29.1% 28.4% 28.6% 30.1%
Totat financial resources-per-student ($) 9,273 9,451 10,580 11,340
Operating Ratios
Annual operating margin (%) 1.2% 0.6% 1.9% 2.2%
Actual debt service coverage (x) 2.7 2.7 3.1 28
Return on net assets (%) N/A 4.4% 5.0% 5.0%
Return on financial resources (%) N/A 4.6% 10.1% 9.0%
Contribution Ratios
Net tuition and fees (%, of Total Reveriue) 19.7% 22.0% 23.8% 251%
Auxiliary enterprises (%, of Total Revenue) 11.3% 11.4% 11.3% 11.3%
Investment income (%, of Total Revenue) 1.7% 1.5% 1.6% 1.6%
Gifts (%, of Total Revénue) 1.6% 1.4% 1.5% 1.7%
Grants and contracts (%, of Total Revenue) 15.9% 16.1% 16.4% 16.0%
State appropriation (%, of Total Revenue) 38.7% 36.7%. 34.3% 331%
Patient care (%, of Tota! Reverue) 0.0% 0.0% 0.0% 0.0%
Other (%, of Total Revenue) 1.7% 1.6% 1.5% 1.3%
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Appendix I1l: Moody's Public College And University Ratings- By State

Institution Name Rating Institution Name Rating
Alabama Georgia
Alabama State University A2 Armistrong Atlantic State University A2
Auburn University Aa3 Augusta State University A2
Troy State University A2 Columbus State University A2
University of Alabarna - Birmingham Aa3 Fort Valley State University A3
University of Alabama-Huntsville A2 Georgia Coilege & Staté University A3
University of Alabama-Tuscaloosa Aa3 Georgia Institute of Technology Aa2
University of North Alabama A2 Georgia Southern University Al
University of South Alabama A2 Georgia Southwesterh State University _ A2
" Gedrgia Staté University Al
Alaska Kennesaw State University Al
University of Alaska Al Southern Polytechnic University A2
University of Georgia Aa3
Arizona University of West Georgia A2
Arizona State University Aa3 Valdosta State University Al
Northemn Arizona University A2 -
University of Arizona Aa3 Hawaii )
University.of Hawali Al
Arkansas
University of Arkansas - System Aa3 Idaho
University of Central Arkansas A2 Boise State University Al
ldaho State University A2
California Lewis-Clark State Coliege A3
Califonia State Univérsity System Al University of idaho - Al
Hastings College of Law Al : '
University of California AaZ Itinois
_ Eastern Illlinois University A2
Colorado {Hinois State University A2
Auraria Higher Education Center A2 Northeastern litincis University A2
Colorado School of Mines AT Northern {llinois University A2
Colorado State University Al Southern lllinois Uriiversity Al
Colorado State University-Pueblo A3 University of Hlinois Aa3
Fort Lewis College A3 Western liliriois University A2
Mesa State College A3
University of Colorado Aa3 Indiana
University of Northern Colorado A2 Ball State University Al
Indiana State University A2
Connecticut Indiana University Aa2
University of Connecticut . Aa3 Purdue University Aal
University of Southern Indiana A2
Florida
Florida Atlantic University Al fowa
Florida International University Al lowa State University of Science and Technology Aa3
Florida State University Aa3 State University of fowa Aa2
State University System of Florida Aa2 University of Northern lowa A2
University of Central Florida A2
University of Florida Aa3 Kansas )
University of South Florida Al Kansas State University Aa3
University of Kanisas As2

Many pubiic universities issue various kinds of debt carrying different ratings due to differing revenue pledges, The ratings cited in this report generally comespond fo the
highest ratings for sach institution, which we usually assign to bonds with the broadest pledge of tuition and other revanues of the institution, List excludes community and
two-ysar colleges.
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Institution Name Rating  Institution Name Rating
Kentucky Nevada
Eastern Kentucky University A2 University & Community College System of Nevada Al
Kentucky State University A3
Morehead State University A2 New Hampshire
Murray State University A2 University System of New Hampshire Al
Northern Kentucky University Al ‘
University of Kentucky Aa3 New Jersey
University of Louisville Aa3 College of New Jersey : A3
Western Kentucky University A2 Kean University A2
Montclair State University A2
Louisiana - New Jersey City University A3
Louisiana State University A2 New Jersey Institute of Technology A2
Louisiana Tech University Baa1l Ramapd College A3
McNeese State University Baal Richard Stockton College of New Jersey A2
Southeastern Louisiana University Baa1t Rowan University of New Jersey A2
Southern University System Baal Rutgers, The State University of New Jersey Aa3
University of Louisiana at Monroe A3 University of Medicine and Dentistry of New Jersey Baal
University of New Orleans Baal  William Patersoh University A2
Maryland New Mexico
Morgan State University Al Eastern New Mexico University A2
St. Mary's College of Maryland A2 New Mexico Military Institute Aa2
University System of Maryland Aa2 New Mexico State University Aa3
University of New Mexico Aa3
Massachussets Western New Mexico University A3
Massachussets State College Building Authority Al ) : ’
Woreester State College A3 New York
State University of New York Aa3
Michigan , o '
Central Michigan University Al North Carolina .
Eastern Michigan University A2 Appalachian State University A2
Ferris State University A2 East Carolina University Al
Michigan State University Aa2 Fayetteviile State University Baa'
Michigan Technological University Al North Carolina Central University A3
Northern Michigan University A2 North Caralina State Uriiversity Aa3
Oakland University A2 University of Nerth Carolina-Asheville A2
University of Michigan Aaa University of. North Caroliria-Chapel Hill Aal
Western Michigan University A2 University of North Carolina-Charlotte Al
University of North Carolina-Greensboro A1
Minnesota University of North Carolina-Wilmington A2
Minnesota State Colleges and Universities Aa3 Western Carolina University A2
University of Minnesota Aa2
North Dakota
Mississippi North Dakota State University Al
Mississippi Institutions of Higher Learning Al University of North Dakota Al
Missouri Ohio
Northwest Missouri State University A3 Bowling Green State University A2
Truman State University A2 Miami University Al
University of Missouri System Aa2 Chio State University Aaz
Ohio University Al
Montana University of Akron ) A2
Montana State University Al University of Cincinnati Al
University of Toledo A2
Nebraska Wright State University A2
University of Nebraska Aa2 Youngstown State University A2

Many public universities issue various kinds of debt canying different ratings due to differing revenue pledges. The ratings cited in this report generally correspong to the

highest ratings for each institution, which we usually assign to bonds with

two-year colleges.
12 Moody's Special Comment
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Institution Name Rating  Institution Naime Rating L

Oklahoma Vermont

Okiahoma Panhandie State University Baal University of Vermont Al

Oklahoma State University Al

University of Central Oklahoma A2 Virginia

University of Oklahoma Al University of Mary Washington A2

University of Oklahoma Health Sciences Center Al University of Virginia Aaa

University of Science & Arts of Oklahoma A3 Virginia Commonwealth University Aa3
Virginia Polytechnic Instituts Aa3

Pennsylvania -

Lincoln University A3 Washington

Pennsylvania State University Aa2 Central Washington University A2

State System of Higher Education, PA Aa3 Eastern Washington University A2

Temple University Al -Uhi)'/ersity of Washington Aal

University of Pittsburgh Aa2 Washington State University Aa3
Western Washington University A2

Puerto Rico )

University of Puerto Rico Baa2  West Virginia

) * Fairmont State University A2

Rhode Island Marshall University A2

University of Rhode Island Al Shepherd University ‘A3
West Liberty State College Baa1

South Carolina West Virginia Higher Education Policy Commission Al

Citadel, the Mititary College of South Carolina Al West Virginia State University A3

Clemson University Aa3 West Virginia University Al

Coastal Carclina University
College of Charleston
University of South Carolina

Tennessee
Tennessee State School Bond Authority

Texas

Midwestern State University
Stephen F. Austin State University
Texas A&M University System
Texas Southern University

Texas State Technical College System
Texas State University System
Texas Tech University

Texas Woman's University
University of Houston System
University of North Texas
University of Texas Syster

Utah
University of Utah
Utah Valley State College

Many public universities issue various kinds of debt cairying different ra

two-year colleges.

A3
A2
Aa3

Aa3

A2
A2
Aal
A3
A2
Aa3
Aa3
A2
Aa3
Al
Aaa

Aa2
A2

lings due to differing revenue pledges. The ratings cited in this report generally correspond to the
highest ratings for each institution, which we usually assign fo bonds with the broadest pledge of tuition and other revenyes of the Institution. List excludes community and
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Appendix IV Moody's Public College and University Ratings - By Rating Level

Institution Name

Institution Name State State
Aaa University of New Mexico NM
University of Michigan Ml University of South Carolina sC
University of Texas System X Virginia Comimonwealth University VA
University of Virginia VA Virginia Polytechnic Institite VA
"Washington State University WA
Aal ‘
Purdue University IN A1 .
Texas A&M University System TX Bali State University IN
University of North Carolina-Chapel Hill NC Boise State University D
University of Washington WA California State University System CA
Céntral Michigan University Mi
Aa2 Citadel, the Military College of South Carolina sC
Georgia Institute of Technology GA Colorado School of Mines co
Indiana University IN Colorado State University co
Michigan State University Mi East Carolina University NC
New Mexico Military Institute NM Florida Atlantic University FL
Ohio State University OH Florida International University fL
Pennsylvania State University PA Georgia Southerts University GA
State University of lowa 1A Georgia State' University ‘GA
State University System of Florida FL Hastings Coliege of Law CA
University of California CA Kennesaw State University GA
University of Kansas KS Massachussets State College Building Authority MA
University of Minnesota MN Miami University - OH
University of Missouri System MO Michigan Technological University Ml
University of Nebraska NE Mississippi institutions of Higher Learning MS
University of Pittsburgh PA Montana State University MT
University System of Maryland " MD Morgan 'State‘Uhi_v’er‘sjty MD
: Nevada System of Higher Education NV
Aa3 North Dakota Staté University ND
Arizona State University AZ Northern Kentucky University KY
Auburn University AL Chio University OH
Ctemson University sC Oklahoma State University OK
Florida State University FL Southern lilinois University L
lowa State University of Science and Technalogy 1A Temple University PA
Kansas State University KS Truman State University MO
Minnesota State Colleges and Universities MN University of Alaska AK
New Mexico State University NM University of Cincinnati OH
North Carolina State University NC University of Hawaii Hi
Rutgers, The State University of New Jersey NJ University of ldaho ID
State System of Higher Education, PA PA University of North Carolina-Charlotte NC
State University of New York NY University of North Carolina-Greensboro NC
Tennessee State School Bond Authority ™ University of Nérth Dakota ND
Texas State University System X University of North Texas TX
Texas Tech University X University of Okiahoma OK
University of Alabama-Birmingham AL University of Oklahoma Health Sciences Center OK
University of Alabama-Tuscaloosa AL University of Rhode Island RI
University of Arizona AZ University of South Fiorida FL
University of Arkansas - System AR University of Vermont vT
University of Colorado Cco University System of New Hampshire NH
University of Connecticut cT Valdosta State University GA
University of Florida FL West Virginia Higher Education Policy Commission wy
University of Georgia GA West Virginia University ' wv
University of Houston System TX
University of Illincis IL
University of Kentucky KY
University of Louisville KY

highest ratings for each instiution, which we usually assign to bonds with the broadest ple

two-year colleges.
14 Moody's Special Comment
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Institution Name State
A2

Alabama State University Al
Appalachian State University NC
Armstrong Atlantic State University GA
Augusta State University GA
Auraria Higher Education Center CO
Bowling Green State University OH
Central Washingten University WA
College of Charleston SC
Columbus State University GA
Eastern lillincis University L
Eastern Kentucky University KY
Eastern Michigan University Mi
Eastern New Mexico University NM
Eastern Washington University WA
Fairmont State University wv
Ferris State University Mi
Georgia Cotlege & State University GA
Georgia Southwestern State University GA
ldaho State University ID
lilinois State University L
Indiana State University IN
Kean University NJ
Louisiana State University LA
Mearshall University wWv
Midwestern State University TX
Monitclair State University NJ
Morehead State University KY
Murray State University KY
New Jersey Institute of Technology NJ
Northeastern Hinois University IL
Northern Arizona University AZ
Northern Itlinois University L
Northern Michigan University Mi
Oakland University Mi
Richard Stockton Callege of New Jersey Nj
Rowan University of New Jersey NJ
Southern Polytechnic University GA
St. Mary's College of Maryland MD
Stephen F. Austin State University TX
Texas State Technical College System TX
Texas Woman's University TX
Troy State University AL
Truman State University MO
University of Akron OH
University of Alabama ~ Huntsville AL
University of Central Arkansas AR
University of Central Florida FL
University of Central Oklahoma OK
University of Mary Washington VA
University of North Alabama AL
University of North Carolina- Asheville NC
University of North-Carolina-Wilmington NC
University of Northern Colorado CO
University of Northern lowa 1A
University of South Alabama AL
University of Southern Indiana IN
University of Toledo OH
University of West Georgia GA

two-year colleges.

Institution Name State
Utah Valiey State Collége uT N
West Virginia State Coliege System wv
Western Carolina University NC
Western Kentucky University KY
Western lllinois University I
Western Michigan University Mi
Western Washington University WA
William Paterson University N!
Wright State University OH
Youngstown State University OH
A3 ]
Coastal Carolina University SC
College of New Jersey NJ
Colorado State University-Pueblo CO
Fort Lewis Cotiege co
Fort Vailey State University GA
Kentucky State University KY
Lewis-Clark State College D
Lincoln-University PA
Mesa State College co
New Jerséy City University NI
Nortt Carolina Central University NC
Northwest Missouri State University MO
Ramapo College N}
Shepherd University wv
Texas Southiern University T
University of Lovisiana zt Monroe LA
University of Science & Arts of Oklahoma OK
West Virginia State University wv
Western New Mexico University NM
Wercester State College MA ’
Baa1

Fayétteville State University NC
Louisiana Tech University LA
McNeese State University LA
Oklahoma Panhandle State University oK
Southeastern Louisiana University LA
Southern University System LA
University of New Orleans LA
West Liberty State College wv
Baa2 .

University of Puerto Rico PR

Many public universities issua various kinds of debt camying different ratings due to differing revenue pledges. The ratings cited in this report generally corrgspond ta the

highest ratings for each institution, which we usually assign to bonds with the broadsst Ppledge of tuition and other revenues of the institution, List exciudes community and
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Appendix \:: Moody's Public College and University Ratio Definitions

Age of plant (number of years)
Provides a rough indicator of institutional deferred maintenance as well as the operating efficiency of the existing plant facilities
Accumuiated depreciation divided by depreciation expense :

Annual operating margin (%) . :
Indicates the excess margin (or deficit) by which annual revenues cover operating expenses
Operating surplus (defi cit) divided by total operating revenue :

Auxiliary enterprises (% of total revenue)
Measures reliance on auxiliary enterprises, especially room & board, as a percent of total revenues’
Auxiliary revenues divided by total operating revenues :

Average operating margin (%) , _
Averages operating margin over three years for a longer-term view | .
Three year average of annual operating surplus divided by three year average of total revenues.

Average peak debt service coverage (x) ‘

Measures margin of protection for peak‘debt service payments, averaged over three years

Three year average of the sum of annual operating surplus (deficit) plus depreciation expense plus interest expense divided by peak principal
and interest payments )

Comprehensive debt ($) ‘
Measure of overall debt burden, including indirect debt

Sum of Direct Debt and Indirect Deb.

Debt service to operations (%)
Measures peak debt service burden on the annual -operating budget
Peak annual debt service divided by total operating.expenses

Direct debt ($)

Measures direct legal obligations of the institution .
Institution’s obligations (. g. bonds, fotes, commercial paper. capital lease, bank loans, and.draws upon lines of credit)

Direct debt per student($)
Compares direct debt to the size of the student body
Direct debt divided by Fuil-Time Equivalent erroliment

Direct debt service coverage (x) .

Maasures actual margin of protection for annual debt service payments from annual operations

The sum of annual operating surplus (deficit) plus depreciation expense plus interest expense divided by total of principal and interest
payments

Direct Debt to Total Capitalization -to-operations (x)
Measures portion of the balance sheet financed by debt
Direct debt divided by total net assets Plus direct debt

Educational expenses per student ()
Measures educational expenses incurred per student o
Total Operating expenses dlvided by total Full-Time Equivalent enroliment

Expendable financial resources (§) ,

Measure of financial resources that are expendable aver the long-run .

The sum of unrestricted net assels plus restricted expendablé net asséts plus foundation unrestricted / temporarily restricted net assets less
foundation net investment in plant ‘ : i ‘ )

Expendable financial resources to comprehensive debt (x)
Measures coverage of comprehensive debt by financial resources that are ultimately expendable
Expendable financial resources divided by comprehensive debt ’ )

Expendable financial resources to direct debt (x)
Measures coverage of direct debt by financial resources that are ultimately expendable
Expendable Financial Resources divided by dire:;t debt

Expendable financial resources to operations (x)

Measures coverage of anriual ‘operating expenses by financial.resources that are uitimately expendable

Expendable financial resources divided by total operating expénses

Free expendable financial resoiirces to operations (x)
Measures coverage of annual operating expenses by expendable rescurces after pro-forma payment of alt direct debt
Expendable Financial Resources less direct.debt divided by total operating expenses

Gifts and pledges (% of total revenue)

Measures reliance on gift revenue as a percent of total revenue
Gift revenue divided b y total operating revenues

16 Moody’s Special Cormment
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Grants and contracts (% of total revenue) _
Measures reliance on grants and contracts as a percent of total revenue
rants and contracts revenue divided by total operating revenues

Indirect debt ($)
Measures indebtedness of institution beyond its direct obligations ) .
Instruments not on the institution's Statement of net assets, but becatise of the nature of the institution's commitment, the debt is considered

a possible use of the institution's financial resources (e. g. debt issued through closely affiliated organizations, private developer-financed
borrowings for projects including student loans, non-cancelable opérating leases, and non-recourse project feases.)

Primary Matriculation (%)
Measures student demand
Number of students enrolling divided by number of applications accepted

Primary Selectivity (%)
Measures student demand
Numbper of acceptances divided by number of applicants

Net tuition and fees (% of total revenue)
Measures reliance on tuition and fees as a percent of total revenue
Net tuition and fee revenue divided b y total revenue

Net tuition per student ($)
Measures tuition and fees actually received per student
The sum of gross tuition and fees revenue less scholarship discount and aliowances less scholarship expense divided by total FTEs

Operating margin (%) :

Indicates the excess margin (or deficit)- y which annual revenues cover operating expenses. o
Adjusted total unrestricted reventes {adjustments include limiting investment income to 5% of average of previous three year's cash and
investments and subtracting net assets released for construction and acquisition of fixed assets), less total unrestricted operating expenses,
divided by adjusted total unrestricted revenues ’

,(\)/Perating margin excluding gifts (%) :
easures the institutions depéndencé on gifts to finance annual operations
The sum of operating surplus (deficit) fess gifts and-pledges divided by the sum of totat agjusted operating revenues less gifts and pledges

Other (% of total revenue)
Reliance on other revenues as a percent of total revenues
Other revenues divided by total operating revenues

Patient care (% of total revenue) A _ »
Reliance on patient care (and other health related) revenues as a percent of total revenues
Patient care revenuie divided by total operating revenues

Percent of enroliment that is undergraduate (%)
Measures degree to which enrollment is concentrated in undergraduate and other programs
Number of I-%Il-Tl,me Equivalent undergraduates divided by Total Full-Time Equivalent enroliment

Return on financial resources (%) ,
Indicates the direction and degree to which an institution has improved its financial resources (excluding plant)

Increase (decrease) in Total Financial Resources divided by average total financial resources (the sum of the beginning and ending total
financial resources divided by two) ) - :

Return on net assets (%) . ‘
Indicates the direction and dégree to which an institution has improved its total resource base )
Increase (decrease) i total net assets divided by average total net assets (the sum of beginning and ending et assets divided by 2)

State appropriation (% of total revenue) ,
Measures reliance on state support as a percent of total operating revenues
State appropriations revenue divided by total operating revenues

State appropriation per student ($)
Compares state support 1 the size of the student body
State appropriations divided by total Full-Time Equivalent enroliment

Total cash and investments ($)
Measure of overall wealth and base of assets that generate investment return
Cash and investmenits on institutions balance sheet

Total cash and investments to direct-debt (%)
Medsures coverage of direct debit by assets that generate investment return
Total cash and investments divided by Total Direct Debt

Totai enrollment FTE (#)
Measures size of institution’s student population
Full time equivalent enroliment

Moody’s Special Comment 17
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Total expenses ($)
Measures size of operating budget
Total operating expenses as stated in audit plus interest n capital asset-reiated debt.

Total financial resources ($)

Measures total financial wealth of institution

The sum of unrestricted net assets plus restricted expendsbie net assets plus restricted nonexpendable net assets plus foundation total net
assets less foundation net investment in plant

Total financial resources per student ($)
Compares financial resources to the sizé of the student body
Total Financial Resources divided by total FuII-T(‘me Equivatent enrollment

Total financial resources to comprehensive debt (x)
Measures coverage of comprehensive debt by total financial resources incl uding permanent endowments
Total Financial Resou_rces divided by comprehensive debt

Total financial resources to direct debt (x)
Measures coverage of direct debt by total financial resources including permanent endowments
Total Financial Resources divided by direct debt :

Total tuition discount (%) ,
Measures the amount of tuition revenue funded by unrestricted institutional respurces as well as restricted endowments and external sources
The sum of scholarship discount and allowances plus scholarship expense divided by gross tuition and fee revenue

Unrestricted financial resources @ .
Amount of most liquid resources
Unresrricted_ net assets

Unrestricted financial resources to comprehensive debt (x)
Measures coverage of comprehensive debt by the most liquid resources
Unrestricted net assets divided by comprehensive debt

Unrestricted financial resources to direct debt (x)
Measures coverage of direct debt by the most liquid resources
Unrestricted net assets divided by direct debt

Unrestricted financial resources to operations (x)

Measures coverage of annual operations by the most liquid resources
Unrestricted net assets divided by total operating expenses

18  Moody’s Special Comment
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Demographic Trends Indicate Continuing Student
Demand for Most Colleges & Universities

Special Challenges Remain, Especially in t"hel’North,
As Student Revenues Become Increasingly Important

Summary

Forecasted demographic trends across the nation remain generally favorable for higher education, but present differing
challenges and opportunities for institutions in high-growth and low-growth states. High growth states face potentially
severe capacity constraints and high capital spending requirements, while low or negative: growth states face pressing
needs to diversify their student derhand and offer 2 more competitive product. As the customiers of an increasingly mar-
ket-driven industry, studerits pay a'growing share of the costs of their education as public subsidies have been reduced and
campuses are competing more aggressively for students with improved, but more ¢xpensive, services and facilities.
Moody's data show that student tuition and auxiliary revenues accounted for 75% of private college revenue in 2005, up
from 71% in 2001, and 35% of public usiversity revenue, up from 28% in 2001; State imding, long the largest source of
public university reventés, has fallen to second place at only 33% of public university revennes, Because of the ever larger
role played by student-based revenues in the financial 6perations of colleges and universities, Moody's credit analysis is
placing a heavier focus on governance, management, competitive strategies and capital plans developed by colleges and

universities as they prepare for the coming decade of student market competition..

In particular, local and regional demographics are critical in evaluating enrollment and tuition revenue trends-since
most college students enroll in an instinition in their home state. Although population projections vary, there is agree-
ment that demographiic trerids will not be uniform across‘the nation. Some states in the South and West will experience
robust growth in high school graduates while states across the northern tier from Maine to Montana will generally face
declines, in some states quite substantial declinés. Factors other than demographics; such as rising college-attendance
rates, also affect demand and offset somie of the impact of declines in the traditional age student marke :
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Overall, Mood}‘r's maintains stable outlooks for both the public and private higher education sectors over the next
several years. However, individual colleges and universities will be in widely differing compertitive positions. Effective
strategic planning, sophisticated enrol; ent management and well-articulated capital plans will typically make a large
difference for many institutions that might otherwise struggle against increased competition in' a changing demo-
graphic environment, . . Co T : : ' '

The Challenges of Changin"grbém‘dgrz_iphi‘cs .

Dernographers fofé_ca‘s_c 2 modest de'ciiri_e in

T — S { the niimber of high school graduates in the
mﬁwhgﬁﬁggmﬂ;ﬁ@ﬁ@&mmn | United, States over the coming decade.
: R ' -} According to the Western Interstate Commmis-

sion for Higher ‘Education. (WICHE), the
§ towl number of high school 'graduates is
"} expected:to decrease by the-end of this decade,
. with the décline béginning in 2008. Significant
declines are projected for Hawaii, Touisiana,
Maine, - Montana, - North . Dakots, South
Dakota, Vermont and Wyoming. Regionally,
the shifting population trénds will most signif-
icantly imipact the Northeast which experi-
enced declines in the 1980's and 1990's, a time
of considerable national growth.! :
Population wends will not be uniformly
negative across the nation, thereby increasing
R ot . o § the importance of individual state. demo..
e i e i B, 1t 3l 1 grapliic estimates. For example, robust growth
' * 18 projected for the South and West, including
o - ‘ o Arizona, Florida, Nevada and Texas.  Within
states, local demographic projections are important, pardcularly when analyzing colleges with a highly regionalized-stu-
dent draw. A state with overall positive projections for high:schoal graduates could be growing in the urban areas, with
population declines in the more rural areas negitively affecting instirations seérving those particular markets, |
With approximately 80% of students attending' colleges in their home states, higher education institutions in
demographically weak énvironments may heed.to reach out beyond their core markets to Técruit additional out of state
students to sustain stable enrollment. This strategy could necessitate additional investment in facilities, including stu-
dent housing, as well as in financial aid. Achieving a presence in a riew market could take several years, and attempts to
do so may not be successfiil. s ' o . o _ B
These factors combined could result in downward rating pressire if revenie stagnates from declining enrollment or
increased tuition discounting, or if increased spending on programs, reciuitment initiatives, and facilities to remain competi-
tive cause financial stress or increased debt loads. In particular, we have begun to see some credit pressure in demographi-
cally weak states for debt issued by public universities that is secured. by narrow revenue streams, such as housing, when
dropping enrollment results in weaker auxiliary utilization and declining debt service coverage. Careful management of -
iliary operations and student fee backed-debit becomes even more critical during periods of enrollment pressure.

;-L—

1. Demographic projections compzre two po'inté.[n timg and could ma,sk trends occurming within the time period or longer-term frends. For example, the estimated
decline for California follows many years of significant growth in the number high school graduates in.the state, .
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Colleges and universities in demographically strong regions should be able to maintain enroliment and grow
tuition revenue. However, they may also feel the effects of increased competition as institations in demographically . |
weaker areas of the country attempt to lure students from these more vibrant regions. Public institutions; including  {
community colleges, with missions to ensure broad access might also be challénged to absorb the demographic growth
if budgetary pressures at the state level result in a'lack of operating and capital support. In some states, the need for
capital investment in the face of weak state capital support hasled some institations to begin to borrow for academic
facilides, in addition to auxiliary faciliries, leading ta increased debt levels, - R T

Factors Other Than Pure Demagraphics A

Modest fluctuations in the number of higli écﬁdo_figﬁdﬁét_&f aléne_farg‘ unlikely to drive demand fof'higher:édﬁéaﬁon.

Historical trends illustrate that college enrollment has grown even when demographics were weakening." When the
annual percent change in the number of high school graduates was negative for four consecutive years (1989-1992),
college enrollment continued to increase due to rising rates of participation. The proportion of high school graduates,
aged 18 to 24, enrolled in college continues tb grow, improving t0-45.9% in 2003 from 41.4% in 1993. Participation
rates at all income levels are expected to increase, ranging from 6% to 12% nationally. Proportionally, growth in the
number of high school graduates from families with higher annual carnings will fikely outpace. those from lower
income families. If participation ratés continue to rise, areds expecting moderate declines may not feel significant neg-
ative pressure on'student démand. _ ‘ o ' ‘ o S
The U.S. Department of Education estimates that total U.S. college enrollment will increase through the end of
the projection period, reaching 19.5 million jn 2014, Between 2008 and 2014 total college enrollment is.expected 1o
increase by 6.1 percent, with growth in’ graduate (12.7%) and professional (10.2%) enrollment expected to outpace
overall enrollment trends. . : ' : o . A

Improved Governance, Management and Strategies Griical When Facing Demographic Challenges

The ability of an institution o .plzix; and lcxé'cufe better éonipé:n;t_ivejs:réte_éfies.to adabt to deinOgr;phic chéﬂcﬂg¢s will
likely affect financial stability and credit quality. Colleges and universities that face particularly strong competitive

challenges may need to improve the quality of their board mémbership and oversight as philanthropy, investment

management and capital planning becortié increasingly critical. Management talent and processes may also need to be
upgraded as marketing, enroliment management, development-and capital strategies become more sephisticated and
essential to maintaining financial health, - : B S :

Since marketing and recruiting strategies can have ‘a dramatic impact on demand, Moody's evaluates management's
outreach efforts, as well as financial aid strategies. Successful enrollment management ultimately requires close coordination
not only between admissions and financial aid staff, butalso with academic and program staff as an institution worksto retain
enrolled students. In some cases, more effective financial aid leveraging has supported both increased enrollment as well as
growing net tuition revenue. In others, high discounting has led to actual reductions in toral net tuition revenue, as well as
net tuition revenue on a per student basis. A sustained period of declining net tuition per studerit revenue usually indicates
severe competitive pressure and credit stress, as it typically means that an institution js forced to offer progressively deeper
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discounts in order to stabilize enrollment. "This is especially a concern if net tuition revenue per student is already lower than
those of competitors operating in a similar market, and is sl declining.

Since student charges, including tuition and-auxiliary revenues, comprise 75% of private college revenue and 35%
of public universities revenues, enrollinent and demand trends directly affect a college or university's fiscal perfor-
mance. Particularly for institutions in challenging markets, financial management policies and practices can partially
mitigate the potential impact of enrollment fluctuations. For example, conservative budgeting, such as basing revenue
projections on fewer students than actually expected, limiting expected unreéstricted gift revenues to annual fund
receipts, or building in contingency reserves equal to some portion of revenues or expenses can lead to more consistent
operating performance. ; . Lo -

Investment in strategic initiatives to bolstér enroliment, such as outreach to new geographic markets or funding of
attractive new facilities, also have financial ramifications. Moody's examinés how realistic these strategies and expected
returns are'in light of the demand and the financial profile of the organization to determine if there could be a credit
impact, either positive or negative. ' oo o : . :
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Conclusion

Demand for higher education is a fundamentil factor in determining the financial outlook of a college or university.
We expect that national demand for higher education will remain héalthy as inereased participation rates mitigate the
effects of modest declines in high school graduates. The ability of institutions to adapt to significant demggraphic
changes by planning and executing competitive strategies will impact credit ratings. For some institutions, the impaget
will be positive as they continue to grow enrollment and Tesources. For others, the impact may be negative if declining
enrollment impacts operating performance, or if spending on financial aid, programs, or facilities to sustaini stable
enrollment results in financial stress. :
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Related Research

Outlook: ‘
Moody's 2006 Higher Education Oudook, February 2006, (96647)
Special Comments: ' o

Private College and University Medians 2006, MaV.ZCOG (97546) -
Public College & University Medians 2005-2006, Tuly 2005 _(93449,)

Lo access amy of these reports, click on the entry above. Note that these ref'gz’e}zces are current as of the date of publication of this report
and that more vecent reports may be available. All resesreh gy not be available to 2lf cients,
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Moody's Investors Service Pty Limited does not hold an Australian financial services licence under the Corporations Act, This credit rating opinion has been prepared without taking jnto
account any of your objectives, financial situation or needs, You should, before acting on the opinion, consider the appropriateness of the opinion having regard 1o your own objectives,

financial situation and needs.
L]




TEXAS TECH UNIVERSITY SYSTEM

Board Minutes
December 15, 2006

OFFICE OF AUDIT SERVICES Attachment 10
PRIORITIZED AUDIT PLAN Page 1 of 2
Fiscal Year 2007
BUDGETED| BUDGET |STATUSASOF| ACTUAL | TIME STILL| BUDGET vs
PRIORITY ENTITY AUDIT AREA HOURS | ADJUSTMTS NOV 30 HOURS NEEDED ACTUAL
TOTAL ENGAGEMENT HOURS AVAILABLE 16,100
REQUIRED AUDITS
Required .- [TTUS Texas Tech University Foundati Financial (assist) 120 In progress 17 103 0
Required™ - | TTUS Regents, Chancellor, & P Travel and Credit Cards Compliance {assist) 20 In progress 23 1 (4)
 Requred”™ - [TTUS Office of Audit Services Annual Report - 11/1 Compli 40 Compl 29 1
Required " - [TTUS Office of Audit Services Annual Plan Compliance 40 40
Required ~ |TTU & HSC State Auditor's Office Misce); Projects Miscell {assist) 120 {40} 80
HSC Correctional M d Heath Care 40 {In progress 3 37
TTU Texas Higher Education Coordinating Board ARP/ATP Grants Compliance 170 In progress 291 20 {141)
S{TTU NCAA Compliance - Spring Compli 325 325
d ~JrTu Athietics Financial Review - 1/15 Financial (assist) 240 in progress 176 20 44
ed - [TTU Joint Admissions Medical Program Grants - 10/31 Compli 60 20 [Comp! 106 (26)
*[TTU KOHM-FM - 1/31 Financial {assist) 300 In progress 246 54 0
_~|HsC Texas Higher Education Coordinating Board ARP/ATP Grants Compliance 170 In progress 21 149 0
[ d - [HSC Texas Higher Education Coordinating Board Residency Grants - 12/31 Compli 220 In progress 173 47 0
quited "~ [HSC Correctional Managed Health Care Committee Contract Compli 200 200
_-|HSC Family Practice Center at £ Paso Contract - 121 Compliance 90 Complete 123 (33)
- [HSC Joint Admissions Medical Program Grans - 10/31 Compliance 60 40 |Complete 137 (37)
TOTALS FOR REQUIRED AUDITS 2,175 60 1,345 431 459
AUDITS IN PROGRESS AT AUGUST 1, 2006
Prior Year  [TTU President's Office Financial Review Financial 50 Complete 89 39)
Prior Year  {TTU Academic Advising Financial Review Financial 50 In progres: 194 2 (146)
Prior Year  |HSC Institutional Arimal Care & Use C {(IACUC) Compliance/Controls 120 Compl 89 3
Prior Year  [HSC Medical Practice Income Plan (MPIP) Trust Fund Controls/Consulting 200 In progress 100 20 80
Prior Year  {HSC 1DX and Related Controls Controls 120 In progress 201 5 (86)
Prior Year  [HSC Credit Card Customer Information Security IT Controls 360 Compl 476 10 {126)
Prior Year  |HSC School of Medicine (Cardio/Cath Lab) Operational 370 in progress 511 20 (161)
Prior Year  {ALL Wrap-up on Audits included in August BOR Report 30 Complete 25 5
TOTALS FOR AUDITS IN PROGRESS 1,300 - 1,685 57 (442)
UNPLANNED SPECIAL PROJECTS AND INVESTIGATIONS
Total hours budgeted for Special Projects & Investigations 4,000 {1,403) 2,597
IN PROGRESS AT AUGUST 1, 2006
The Institute for Child and Family Studies Special 10 |Pending 10
Department of Animal & Food Sci Special 300 Jin progress 254 46 0
Tech Express Investigation Special 250 {Pending 188 62 0
Tech Express Controls Special 275 |In progress 285 15 {25)
Civil Engi Special 20 {Complete 24 {4)
Mechanical Engi Special 15 {in progress 16 5 {6)
BEGUN AFTER AUGUST 1, 2006 0
Misc. Hotline Projects Special 13 |In progress 13 0
Amarilio Physician Contract and Related Issues Special 400 |In progress 189 211 0
Football Attendance Certification Special 20 }in progress 1 19 0
Turf Management Speciat 100 {in progress 19 81 0
SPECIAL PROJECTS AND INVESTIGATIONS TOTALS 4,000 1,403 989 439 2,572
HIGHEST PRIORITY
1 ALL Emergency Management Planning Operati pli 550 On Hold 24 526 0
1A ConnecTech Project {Banner System Impk jon) Management Advisory 400 In Progress 125 275 0
K TTUS Chancelior's Office Management Advisory 500 500
K Il Credit Card Customer Information Security IT Controls 400 400
K U Information Technofogy General Controls Review IT Controls 500 In Progress 534 40 (74)
1 HSC El Paso Finance and Administration Financial/Operational 350 in Progress 81 269 0
A -HSC Laboratory Security Operational 400 In Progress 266 80 54
HIGHEST PRIORITY TOTALS 3,100 1,030 1,190 880
MODERATE PRIORITY
ALL Audit Report Follow-Up Procedures and Reporting Follow-Up 175 In Progress 94 8 0
>|TTUS Fraud Risk A Risk A 250 250
TTU&LHSC  [intelk Property QOperational/Operati 425 425
Y College of Education Financial/Controls 300 In Progress 14 286 0
TTU Academic Advising Pi Controls/Mgt Advisory 350 350
HSC HIPAA Security Compliance IT/Compliance 500 In Progress 19 481 0
HSC School of Medici Compliance/Controls 400 400
MODERATE PRIORITY TOTALS 2,400 33 767 1,425

Page 1



TEXAS TECH UNIVERSITY SYSTEM

Board Minutes
December 15, 2006

OFFICE OF AUDIT SERVICES Attachment 10
PRIORITIZED AUDIT PLAN Page 2 of 2
Fiscal Year 2007
BUDGETED| BUDGET |STATUSASOF| ACTUAL | TIME STILL| BUDGET vs
PRIORITY  ENTITY AUDIT AREA | HOURS |ADJUSTMTS| NOV30 | HOURS | NEEDED | ACTUAL
LOWER PRIORITY
-3 AL Information Technology Audits Controls 500 (9 491
IT Audit RFP Review 9 jComplete 9 0
| 3 - (AL Endowment Spending Compliance 200 200
@ TTU Centers and institutes Governance/Compliance 350 350
e
3 >-|TTU R h Funds Financial/Compli 350 150
A STTU School of Law Financial/Operational 300 300
3 > TTU Coliege of Architecture Financial/Operational 300 in Progress 58 242 0
5 @ HSC Lubbock Department of Anesthesiology “TFinancial/Controls 300 In Progress 31 269 0
3 r|HsC El Paso Department of Anesthesiology Financial/Controls 300 300
LOWER PRIORITY TOTALS 2,600 98 511 1,991
OTHER VALUE-ADDED WORK
Total hours budgeted for Other Value-Added Work 525 {197) 328
Cash Handling and Contro! Environment Workshops 51 {Ongoing 51
TTU Ethical Institution Task Force Ongoing
ConnecTech Steering Commitiee (Banner project) 11 [Ongoing 1
ConnecTech Security Committee (Banner project) 25 25
Enterprise Risk Management Ongoing
Professional Organizations (ACUA, TACUA, TSCPA, SAIAF, ACFE) 40 {Ongoing 40
Other Miscellaneous Projects 70 [Ongoing 70
OTHER RELATED WORK TOTALS 525 197 197 .
TOTAL ENGAGEMENT HOURS 16,100 257 5,377 3395 7.213
ADDITIONAL PROJECTS NOT ON PLAN l
TTUS Construction audits (specific projects) 500 |Outsourcing possibility
TTU Indirect cost negofiation process 350
TTU Fee generating academic programs 400
TTU Grade submission/recording process 350
HSC Patient satisfaction program 500
EXTRA AUDIT HOURS NEEDED 2,100
KEY
TTUS Texas Tech University System
TTU Texas Tech University
HSC Texas Tech University Health Sciences Center
TTU & HSC Areas with paralle! functions or shared responsibility
ALL Areas that will affect all i or that will be performed concurrently
N/A Work that is not to a particular institution or campus

JRequired. [ Audits that are mandated by law, Op

ting Policies, standards, contracts, etc. Will be performed based on timing of external deadii

Prior Year {E from prior year annual plan that were in progress at August 1. Goal is to complete them early in the year.
1 Engagements that were deemed most critical per the risk at August 1.
Engagements that were deemed to be moderately critical per the risk at August 1.
Ei that were deemed least criical per the risk at August 1.

Areas of exposure that need attention, but have not been included on the official plan because of lack of resources.

Special | Unplanned Special Projects and Investigations

Follow-up™> |Unscheduled Follow-up Work

Other projects, includi

service, class development and instruction, etc.

Page 2
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8 B) TEXAS TECH UNIVERSITY SYSTEM'

Facilities Committee

Board of Regents
Facilities Committee Meeting
December 14-15, 2006

Agenda

« TTU — Approve Construction of the
College of Engineering
Renovation/ Expansion — Phase |

* TTUS — Report on Office of Facilities

Planning and Construction
Projects
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TEXAS TECH UNIVERSITY SYSTEM"

Facilities Committee

TTU
Approve
Construction of the

College of Engineering
Renovation/Expansion - Phase |

Rendering Phase

Attachment 11
Page 2 of 9
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Phase | — Scope of Work

* Renovate Livermore Auditorium
— Add Second Floor
— 3 Chemical Engineering Labs
— 1 Biochemical Lab
— 2 Computer Science Labs (Dry Labs)
— 7 Faculty Offices
— 2 Classrooms on First Floor
— Instructional Lab on First Floor

» 26,141 SF
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College of Engineering ion & ion (Phase 1) Coliege of Engineering ion & ion (Phase I}

Budget
Project Budget $ 10,000,000
Construction $ 7,250,000
Professional Services $ 1,199,175
FF&E $ 467,500
Administration Costs $ 64,750
BOR Directed Fees $ 708,732
Contingency $ 309,843
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Planning Budget

Master Planning — Phase | & I $ 281,121
Design Fee & Reimbursables $ 726,203
Other Professional Fees $ 52,332
Administrative Costs $ 39,000
Contingency $ 71,544
FP&C Fees $ 24,800
Total Planning Budget $1,195,000
Schedule

» Design Development September 2006
» Construction Documents  April 2007

» Construction Start May 2007

Complete Construction

August 2008

Attachment 11
Page 50of 9
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THECB Ciriteria

TTU MP1 Report FY 2006 3 0of 156

Space Need Meets

Cost ($238/SF) Meets
Efficiency — Meets

(Classroom — 60%; Lab — 50%)

Deferred Maintenance Meets

Critical Deferred Maintenance Meets
Classroom Utilization* Does Not Meet
Class Lab Utilization* Meets

* Guidelines

Recommendation

 Approve the College of Engineering

Renovation and Expansion Phase |
Project with a Project Budget of
$10,000,000 Funded through the Revenue
Finance System repaid with HEAF
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TEXAS TECH UNIVERSITY SYSTEM"

Facilities Committee

TTUS
Report
Facilities Planning & Construction
Projects

Bricks & Mortar Report
Projects Under Construction
December 2006

TTU

Project Cost Status
NCAA Soccer Complex $ 2,078,000 Under Construction
Mark & Becky Lanier Prof, Development Center $ 13,500,000 Under Construction
Art 3-D Annex $ 9,000,000 Under Construction
CDRC/CSAR $ 8,126,506 Complete
Discovery Mall $ 1,210,000 Under Construction
Qutreach & Extended Studies Building $ 8,500,000 Substantiaily Complete
Student Wellness Center $ 9,350,000 Under Construction
Scholarship Donor Recognition Walk $ 225,000 Complete
Marsha Sharp Freeway [TxDOT Project] IBD Under Construction
TOTAL $ 51,989,506

Page 7 of 9

/ [
ﬁPLAN G
'Pllconstructio




Board Minutes
December 15, 2006
Attachment 11
Page 8 of 9

Bricks & Mortar Report
Projects Under Construction

December 2006
T
HSC
Project Cost Status

Texas Tech Physicians Medical Pavilion $ 36,239,452 Under Construction
Messer-Racz International Pain Center $ 5,045,000 Re-Design in Progress
Ei Paso Medical Education Bidg. $ 45,000,000 Under Construction
Abilene School of Pharmacy $ 8,000,000 City of Abilene Project
TOTAL $ 94,284,452

GRAND TOTAL $ 146,273,958

Bricks & Mortar Report
Projects In Design
December 2006

TTU

Project Cost Status
Student Leisure Pool $ 7,000,000 Planning In Progress
Rawils College of Business Administration $ 60,000,000 On Hoid
CoBA Building Renovations $ 25,000,000 On Hold
Engineering Expansion/Renovation Phase | $ 10,000,000 Design In Progress
Engineering Expansion/Renovation Phase il & il $ 60,000,000 Program Complete
Utility infrastructure Upgrade $ 10,500,000 Study Complete
Sneed/Bledsoe HVAC Upgrade $ 6,000,000 Contracted
Experimental Science Lab Build Out $ 6,000,000 On Hold
Jones AT&T Stadium Improvements $ 20,500,000 On Hold
Softball Field Repairs $ 300,000 Work Starts June 1
High Performance Research Computer Facility $ 1,900,000 Evaluating Qualifications
Arena Elevator TBD Evaluating Qualifications

TOTAL $ 207,200,000
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Bricks & Mortar Report

Projects In Design
December 2006

Project

HSC Strategic Space Study

Amarillo Research Building

El Paso Medical Science Building Ii

TOTAL

GRAND TOTAL

HSC

Cost

TBD
18,000,000
95,000,000

113,000,000

320,200,000

Status

Design Prof Selected
Design In Progress

Programming Complete

Bricks & Mortar Report
Future Projects
December 2006

HSC

Project

System Office Relocation

Honors College

The Rawls Course Clubhouse
Dairy Bam Renovation
Vietnam Center

TOTAL

HSC Research Facility

Midland Medical Education Expansion
Amarillo School of Pharmacy Expansion
TOTAL

GRAND TOTAL

Cost

5,500,000

10,000,000
5,000,000
TBD
35,000,000
50,000,000

30,000,000
13,500,000
8,010,000
51,510,000
107,010,000

Status

On Hold

Proposed
Proposed
Proposed

Proposed

Proposed

TDSHS Project
TRB Project

Attachment 11
Page 9of 9
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Enrollment

Roderick Nairn, Ph.D.

Executive Vice President for Academic Affairs and
Dean, Graduate School of Biomedical Sciences

December 14, 2006

Enrollment Trends

% change
Fall of: Envollment {from prev.
yr.)
2006 2,458 + 2.83%
2005 2,391 + 5.2%
2004 2,272 + 7.9%
2003 2,105 + 6.7%
2002 1,972 +10.3%
2001 1,788 + 4.0%
2000 1,719 + 4.1%
1996 1,514 .-
Enroliment over time:
past 3 years ... since 2003 N 16.8%
past 5 years ... since 2001 AN 37.5%

past 10 years ... since 1996 N 62.4%
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Enrollment Changes By School

Over the past 10 years

Since 1996, TTUHSC has seen its total enrollment increase from 1,514
students to 2,458 ... a gain of 944 students (+62.4%).

During this 10-year period, every school at TTUHSC increased its

enroliment:
10-yr.
Increase

1. Allied Health 298

2. Pharmacy 286"

3. Nursing 218

4. Medicine 83

5. GSBS 59

*The first entering class of the School of Pharmacy was
in 1996. Thus, 1999 was the first year in which there
was full complement of 1st-year through 4th-year
students.

Enrollment Changes By School

Over the past 3 years

Since 2003, TTUHSC's total enroliment increased by 353 students (+16.8%).

During this 3-year period, every school at TTUHSC increased its enroliment:

3-yr.
Increase
1. Nursing 230
2. Allied Health 63
3. Medicine 39
4. Pharmacy 11
5. GSBS 10

Page 2 of 3
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TEXAS TECH UNIVERSITY

Enrollment Trends and Growth
Report
Texas Tech Board of Regents

William M. Marcy, PhD, PE
Provost and Senior Vice President for Academic Affairs

December 15, 2006

Three Years of Record Growth in Degrees Awarded

7,000 -

6,500 -

6,000 —
5,500 ‘
5,000 <
4,500 -

4,000
Fail 2002 | Fali 2003 | Fall 2004 | Fali 2005 | Fall 2006

B Degrees Awarded, FY 4,722 4,836 5,348 5,861 5,823
2002-2006

B Fall Freshmen and 6,360 6,603 6051 | 5,769 5,937
Transfers




Freshman Applications, Admissions and Enrollment
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14,000 -

12,000 -~

10,000 -

8,000 -

4,000 4

2,000 + i
Fall 1997

Freshmen Applications, Admissions and Enroliment

i Fall 1998

Fall 1999

Fall 2000 | Fall 2001 | Fall 2002  Fall 2003 |

. Fall 2005

Fall 2006 :

8356
6053 |
3,144

——— Applicd
—— Admitted
e Enrolied :_

7.654
5,674
3,028

8,100
6,250
3,30

10,563
7.875
3,954

12,008
8,461
3,921

13,101
9,039
4,142

13,755
9,257
4,445

12,583
8,927
3,801

10 Year History

“Texas Tech Enrollment Data

Enroliment

1996 - 2006 Fail Enrollment

2002

2003 2005

2006

Olaw
QO Graduate
@ Undergraduate

Olaw

702

672 706

702

0O Graduate

3,515 3,389 | 3,641

4,099

4,282 4,314,293

4,443

& Undergraduate

20,02420,22720,51821,269 22,768/ 23,5!

23,320123,002

22,851

Date




Enrollment By School for the Past 10 Years

(Enroliments are for the Fall semester of the year indicated.)
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School | 1996 | 1997 | 1998 | 1999 | 2000 [ 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | *%she- | Fecha
Medicine | 467 | 489| 497 489 | 484 | 487 499 | 51| 535| 537 550 | Mvew| e17ew
Allied 403 | 485| 454 | 444 | 458 | 500 611 | 728| 797| 795| 791 | #87wu| 4604w
Health
Nursing 451| a11| 362| 396| 387 392| 415 439 | 516| 632| 669 | #S52d% | 448.3%
Pharmacy | 1 63| 124 186|2260| 326| 324 | 363] 338| 325| 336| 349 | 433w | geseon
Gses 40| 39| 48| o3| 64| 85| 84| 8| 99| 91| 09| e1r2e| sre75%

TOTAL | 1,514 | 1,548 | 1,547 | 1,652 | 1,719 | 1,788 | 1,972 | 2,105 | 2,272 | 2,391 | 2,458 | # 16.8% | 4 62.4%

11996 was the first entering class of the School of Pharmacy

21999 was the first year in which there was a full complement of 15-year through 4''-year Pharmacy students

Attachment 13
Page 3 0of 3
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Enrollment Targets 1o Reach 20.000 by 2010

Cmcotke  w w om m W
Base

Increase Freshmen Applications by~~~ Yer 15 %0 15 W

Increase Freshman Yieldby 00% 00% 05% 1.0%

Increase the Percentage of Contiming Studgﬁs by o

006 % 0% A

Potential for Growth to 40,000 by 2020

To get to 40,000+ students we will need to address three
enroliment segments. The numbers are flexible but definitely
feasible to achieve given adequate resources.

35,000 students resident on the Lubbock Campus

3,000 students enrolled at our off campus teaching sites

2,000 students enrolled by distance education within the
state, nationally and internationally
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missions and Yield

Admissions and Yield Percentage

90.00%

80.00%
70.00%
60.00%
o
40.00% B Yield Percentage
30.00% -
20.00% 1+
10.00% +

0.00% -

Fall 2001 | Fall 2002 | Fall 2003 Fall 2005
& Admit Rate 72.44% 74.13% 77.16% 74.55% 70.46% 68.99% 67.30% 67.00% 70.94% 70.18%
8 Yield Percentage | 51.84% | 53.37% | 53.76% | 50.21% | 46.3d% | 45.82% | 48.02% | 44.20% | 4258% | 40.47%

Net Change i Enrollment per Year

Enrollment Growth/yr = Input — Output — Retention Loss
Admissions % = 70.18%

Yield % = 40.47%

Retention% to degree = 55%

Currently:

*One degree is awarded for each 6.4 applications received
*One student is enrolled for each 3.5 applications received

*One degree is awarded for each 1.9 students enrolled

Attachment 14
Page 4 of 17



Board Minutes

December 15, 2006

Keys to Growth

1. Yield of admitted to enrolled students

We have a 40% yield which needs to be 50% or higher. A 10% increase would add 600
students per year on the input side of the model. This is by any measure the most
important factor to address and also the most challenging.

2. Retention of enrolled students to graduation

If we had 10% increase in retention to degree from 55% to 65% an additional 1,560
students would persist to graduation. This is the second most import factor to address,

and we are improving every year.
3. Number of applications received

70% of applicants already meet our admissions standards. The % admitted is not likely to
change much since we are competing for well qualified students. The number of
applicants is thus the third most important factor to address and we are improving
every year.

Attachment 14
Page 5 of 17

Some Observations on Feasibility

*If we were to increase enrollment yield to 50% and retention to
65% we would reach well beyond 30,000 students with no
increase in the number of applications.

*Growth beyond 30,000 students will be in proportion to the
increase in qualified applicants.




Dece

Consequences of Growth

= Hiring significant numbers of new tenure track faculty

* Hiring significant numbers of administrative and academic
support staff.

Implementation of innovative instructional models

Revising the campus master plan

Solutions

*Brand Value: Augment our marketing and communications efforts as we
simultaneously improve our academic and research reputation

*Applications: Augment our recruiting staff and enrollment management
strategies

*Yield: 8250 million in new scholarship endowments and cash that can be
used immediately for both need and merit based scholarships.

*Retention: Enhance advising, retention and student support services.

Infrastructure: President Whitmore is appointing an infrastructure taskforce
to plan for the faculty, staff and facilities necessary to support an institution
with 40,000+ students.

Board Minutes
mber 15, 2006
Attachment 14
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Key Strategies for Growth

eIncrease Texas Tech’s Brand Value

Increase applications from students who meet our
admission standards

eIncrease the yield of enrolled students to admitted
students

*Increase the retention of enrolled students to graduation

eIncrease the participation of underrepresented groups

Key Strategies for Growth

*Increase the number of students enrolled at our
off campus teaching sites

*Increase the number of students enrolled by
distance education

*Establish an educational presence in major
metropolitan areas such as Dallas-Ft. Worth
Metroplex, San Antonio, El Paso, Denver, etc.

*Increase funded research

Attachment 14
Page 7 of 17



Key Strategies for Growth

Board Minutes
December 15, 2006
Attachment 14
Page 8 of 17

*Facilitate the transfer of students to Texas Tech
University from 2-yr institutions

*Increase financial aid and scholarship support for
students 1n all three enrollment segments

*Keep the cost of attendance competitive given the
Texas Tech Brand Value

Establish an exemplary student service support,
advising and retention system

*Decrease the average time to degree
*Improve the learning outcomes for our students

Key Strategies for Growth

*Reinforce our educational presence in the
European Union as well as emerging economies,
e.g., China, India, Brazil, Argentina, Vietnam,
etc.
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Enrollment Growth By College

feee

College 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 ";—;Eh Fcha,
Agriculture 1543| 1,547 1,484| 1,426 1,351| 1,365] 1,397 1,450] 1,388 1,401] 1,464] 403m| 51
Architecture s24| 706| 653 98| 797| 84| sss| ss7| sss| sas| s17| v7.9%| 4309w

Arts &Sciences * | 10,337 | 10,187 | 9,724 | 9,655| 9,677 | 10,280 | 10,153 10,756 | 9,523 9,427| 9,291 | & 0.5%! | p10.94!

Business 4,459 | 4,836 5029| 5,123 5,101| 4,997 5,200| 5,061 | 4,655 4,501 4,369 | ¥ 13.7% [ ¥ 2.0%
Education 1,605| 1,597 1,489 | 1,412| 1,279| 1,230| 1,179 1,257 | 1,340| 1,369} 1,340] #6.6% | ¥ 16.5%
Engineering 2,563 2,686 2,529 2,579 2,694| 2,908 3,335| 3,620| 3,560 | 3,529 3,645| #0.7% | 1 42.2%

Human Sciences | 2,213 2,162 2,105| 2,168 2,420 2,667 3,032 3,225| 3,263 | 3,152 3,141] ¥ 2.6% | 4 41.9%

Law 642| 63| 615| 598| 651 663 702| 672 685 705| 702| 44.5%| £9.3%
Mass Comm * ool e el el e e === ---) 1,470 1,574 1,660 4 9.9%7 | p58.5w2
vis./Perf, Arts ! --- --- --- --- .- ---1 1,073 1,083 1,033} 1,042} 1,103| 4 1.8% | 420.7%7
Graduate School 520| 449) 392| 433 407| 450 466| 369 344f 307 318 /s wa
Honors College .- --- --- --- --- --- 20 46 39 35 31 n/a n/a
interdisciplinary | ---| ---[ ---| --- 44 45 43 46 42 40 46 w/a o2
HSC co-enrolied 211 216 134 157 133 126 81 49 53 53 63 na wa
Other * --- --- --- 4 1 --- 19 45 21 6 oa n/a
TOTAL 24,717 | 25,022 | 24,158 | 24,249 | 24,558 | 25,573 | 27,569 | 28,549 | 28,325 | 28,001 [ 27,996 | ¥ 1.9% | 4 13.3%

Colleges and Schools With a Net Increase in Enrollment

Theatre/Dance that were in Arts & Sciences in
1996

10-yr.

Increase .
1. Engineering 1,082 comparison excludes students in Art, Music,
2. Human Sciences 928 i Theatre/ Dance and Mass Comm programs that
3. Arts & Sciences 1 915 i were under the College of Arts & Sciences in
4. Mass Comm 2 g13 1 9%
5. Architecture 193 : © comparison is against Mass Comm students that
6. Vis. & Perf. Arts 3 189 i were in Arts & Sciences in 1996
7. Law 60 : 3 comparison is against students in Art, Music and
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Colleges and Schools With a Net Decrease in Enrollment

10-yr.
Decrease

1. Education 265
2. Business 90
3. Agriculture 79

Enrollment Changes in Last 3 Years

3-yr.
Increase
: B comparison is against Mass Comm students that were in the
1. Mass Comm 1 149 L Coilege of Arts & Sciences in 2003
2. Education 83 commmn rches s o ss comm rorms
3. Arts & Sciences 2 46
4. Law 30
5. Engineering 25
6. Vis. & Perf. Arts 20
7. Agriculture 5




Dece
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Schools That Have Decreased Enrollment in the Last 3 Yrs

3-yr.

Decrease
1. Business 692
2. Human Sciences84
3. Architecture 70

Rawls College of Business AACSB Accreditation Issue

“In conjunction with the Provost, develop and implement an enroliment management and
faculty staffing plan to bring credit hours taught in line with available resources. This plan
must provide for an overall reduction in enrollment, a review of each degree program to
determine if the program is needed and is consi: with the mission of the College, an
increase in the number of full-time tenure track faculty, and provisions for increasing the
number of full-time tenure track faculty teaching in the undergraduate program.”

Page 11 of 17



Summary of Required Minimum and Actual FTE

Faculty

Summary of Required Minimum and Actual FTE Faculty

2001 2002 2003 2004 2005
MFTE | Actual | MFTE | Actual | MFTE | Actual | MFTE ] Actual | MFTE | Actual
98.68 | 95.39 | 101.97 | 9671 | 90.11 | 97.50 | 88.70 | 103.50 | 85.69 | 107.00

2001 2002 2003 2004 2005
UG GR UG GR uG GR uG GR uG GR
Sch Sch Sch Sch Sch Sch Sch Sch Sch Sch

31536 | 4139 | 34778 | 4507 | 30081 | 4524 | 28265 | 5266 | 28097 | 4376

2001 2002 2003 2004 2005
UG Enr GR UG Er GR UG Enr GR UG Enr GR UG Enr GR
Enr Enr Enr Enr Enr

4663 334 4808 392 4667 394 4200 455 4080 421
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Outcomes of RCoBA Enrollment Management Plan

It is important to note that the entire reduction of students in the Rawls Coliege of Business
are comprised of those in lower division whe would most likely not be successful in the
busil school. The ber of majors in upper division, as well as the number of
graduates from the Rawls College of Business, has remained relatively constant.

2001 2002 2003 2004 2005

Majors | Grads | Majors | Grads | Majors | Grads | Majors | Grads | Majors | Grads
2129 1029 2215 996 2264 1153 2237 1065 2200 1046

Due to our 1 impl ion of the enroll plan, the Rawls
College of Business has continued to graduate consistent numbers of high quality business
majors despite the drop in enrollment, in accordance with accreditation requirements.
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Demographics

State Wide Enrollment Growth Patterns 2005-2006

Research Institutions Fall 2005 Fall 2006 Change Percent Change
Texas A&M University 44,578 45,337 799 1.79%
University of Texas — Austin 49,233 49,738 505 1.03%
Emerging Research Institutions

Texas Tech University 27,940 28,154 214 0.77%

UT - Arlington 25,216 25,239 23 0.09%

UT - Dallas 14,399 14,547 148 1.03%

UT - El Paso 19,257 19,842 585 3.04%

UT - San Antonio 27,291 28,379 1,088 3.99%
University of Houston 34,582 34,329 (253) -0.73%

University of North Texas 31,947 33,550 1,603 5.02%
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West Texas Growth Patterns

West Texas Public and Private Institutions Fall 2005 Fall 2006 Change Percent Change
Public Institutions

Texas Tech University 27,940 28,154 214 0.77%
Angelo State University 6,140 6,287 147 2.39%
Sul Ross State University (2 campuses) 2,924 2,885 (39) -1.33%
Tarleton State University 9,140 9,450 310 3.39%
UT - El Paso 19,257 19,842 585 3.04%
UT — Permian Basin 3,406 3,469 63 1.85%
West Texas A&M University 7,293 7,417 124 1.70%
Private Institutions

Abilene Christian University 4,683 4,777 94 2.01%
Hardin Simons University 2,431 2,372 (59) -2.43%
Howard Payne University 1,347 1,328 (19) -1.41%
Lubbock Christian University 2,075 2,000 (75) 361%
‘Wayland Baptist University 4,064 3,805 (259) -6.37%

Emerging Research Institutions

Enrollment Changes for Emerging Research Institutions (Fall
2005 to Fall 2006)

Total Change in Student Enroliment

TTU UT-ARL  UT-DAL UT-EP UT-SA UH UNT
Emerging Research Institutions

Attachment 14
Page 14 of 17



Emerging Research Institutions
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Percent Changes in Student Enroliment in the Emerging
Research Institutions
(Fall 2005 to Fall 2006)

o

o

=

<

=

]

t

£

-9

TTU UT-ARL  UT-DAL  UT-EP  UT-SA UH UNT

Emerging Research Institutions

|

West Texas Public Institutions

Percent Changes in Student Enroliment in West Texas Public
Institutions
(Fall 2005 to Fall 2006)

Percent Change

WTAMU

uT-PB

TTU ASU SRU UT-EP TSU
West Texas Public Institutions




Board Minutes
December 15, 2006
Attachment 14

% Changes in Enrollment for Selected Texas Public

Community Colleges

Percent Changes for Selected Texas Public Community
Colleges
(Fall 2005 to Fall 2006)

Percent Change

Amarilio Midland Odessa South PC Dallas Tarrant
Selected Texas Community Colleges

Enrollment Changes for South Plains Universities

Enroliment Changes for South Plains Universities
(Fall 2005 to Fall 2006)

Enroliment Changes

TTU LCU Wayland
South Plains Universities

Page 16 of 17
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Enrollment changes by college/school for: TTU ~%rmen s

OVER THE PAST 10 YEARS

Since 1996, TTU has seen its total enrollment increase from 24,717 students
to 27,996 ... a gain of 3,279 students (+13.3%).

Colleges/schools that produced a net increase over the past 10 years:

10-yr.

Increase
1. Engineering 1,082 1 comparison excludes students in Art, Music, Theatre/
2. Human Sciences 928 . Dance and Mass Comm programs that were under the
3. Arts & Sciences 1 915 College of Arts & Sciences in 1996
4., Mass Comm 2 613 2 comparison is against Mass Comm students that were
5. Architecture 193 i in Arts & Sciences in 1996
6. Vis. & Perf. Arts ° 189 1 3 comparison is against students in Art, Music and
7. Law 60 i Theatre/Dance that were in Arts & Sciences in 1996

Colleges/schools that have seen a net decrease since 1996:

10-yr.

Decrease

1. Education 265
2. Business 90
3. Agriculture 79

OVER THE PAST 3 YEARS

TTU’s total enroliment reached its record highpoint of 28,549 students in
2003. Since then, overall enroliment has declined by 553 ... to 27,996.

Colleges/schools that increased enrollment during the past 3 years:

3-yr.
Increase

1. Mass Comm 1149 comparison is against Mass Comm students that were
2. Education 83 in the College of Arts & Sciences in 2003
3. Arts & Sciences ’ 46 comparison excludes students in Mass Comm
4. Law 30 programs that were under Arts & Sciences in 2003
5. Engineering 25
6. Vis. & Perf. Arts 20
7. Agriculture 5

Colleges/schools that decreased enrollment during the past 3 years:

3-yr.

Decrease

1. Business

692

2. Human Sciences 84

3. Architecture

70
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TEXAS TECH UNIVERSITY

HEALTH SCIENCES CENTER
» School of Nursing-

Challenges,
Accomplishments,
& Goals

Alexia Green, RN, PhD, FAAN

Dean and Professor

Challenges




Challenges
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* Nursing Shortage-Growing Demand

« HRSA model for Texas projects demand will rise by 86% by
2020
+ Supply will grow by 53% with current strategies in place
» Texas will be 71,000 FTEs short by 2020
* Nursing Supply
+ Texas produced 6,300 new graduates in its 84 nursing
programs in 2005
+ Supply will meet demand if the schools of nursing produce the
following number of graduates:
- 9,700 by 2010
— 18,000 by 2015
— 25,000 by 2020

TTUHEC Scnem of Nursne

Challenges

Unlicensed Undergraduate Qualified
Applicant Information

B Applied M Admitted [IUnable to Admit

TG Sohesi of Nursng.
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Accomplishments

» Unprecedented growth of nursing programs in
response to nursing shortage

TTUHSC SON Student FTE’s by Academic Year

TTUHEC Scnomt of Mursmg.

Accomplishments

= Re-accreditation of the SON educational programs

+ Accredited by the Commission on
Collegiate Nursing Education

» September 2005 for 10 years
* Board of Nurse Examiners

Attachment 16
Page 3 of 9
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Accomplishments

= Recognition by U.S. News and World Report as one
of the top graduate programs in the country

EXCLUSIVE RANKINGS

- Accomplishments

* TTU/TTUHSC Highland Lakes nursing programs
+ Est. 2004
+ RN-BSN
+ Accelerated BSN Second Degree
+ Partnerships
— Austin Community College

— Seton Health Care System
— St. David’s

TIUMAC Bohos: of Murag

Attachment 16
Page 4 of 9



Accomplishments
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» Created the “Center for Innovation in Nursing
Education” in 2004

« Vision: To provide leadership in uniting efforts across health
care, education, and public sectors to address nursing work
force challenges by creating innovative new approaches to
nursing education.

« 2nd Degree Accelerated Baccalaureate Program

TTUMEC Scnew of Murerg.

Accomplishments

Sriavics | MEDICALCENTER

G TEXAS TECH UNIVERSITY
M+ HEALTH SCIENCES CENTER
g School of Nursing:
v at Lubbock

TEXAS TECH UNIVERSITY
HEALTH SCIENCES CENTER
j School of Nursing

at the Permian Basin

National Science Foundation

TTUHAC Boheat of Murmng
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Accomplishments

» “Grow our own” strategy implemented to increase
number of doctoral prepared faculty
+ Implemented in 2002
« 10 faculties in dissertation stage

+ 8 currently enrolled in doctoral education

TTUHAC Benooi of Muraeg.

Accomplishments

» Opened new nurse managed primary clinic
in East Lubbock

+ Larry Combest Community Health
and Wellness Center

« Diabetes Education

» Senior House Calls

Attachment 16
Page 6 of 9
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» Continue growth to meet workforce needs

TTUHSC SON Graduates & Projected Growth by Academic Year

1200

1000 —

2001 2002 2003 2004 2005 2006 2015
Years

TTUHEC Scnest of Murerg.

* Develop and implement Doctorate of Nursing
Practice by Fall 2007

» Practice focused doctorate
+ Graduates prepared for clinically intensive
careers including clinical:
— Practice
- Leadership
— Research
— Teaching
« DNP functions at the highest level of nursing
practice using evidence-based research and
scientific knowledge to implement and direct

care, serve as administrative leaders and faculty
in schools of nursing et s
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= Obtain FQHC status for Combest Center
& pediatric clinics in collaboration with Children’s
Health Clinic, Inc

= Provide leadership for state-of-the art, world class,
interdisciplinary clinical simulation center by 2008

+ Vision: To construct a state-of-the-art regional interdisciplinary
clinical simulation center that will create the “Ideal 215
Century Educational Environment.”

TTUHC Sonasi of Nursing
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= Establish first endowed chair by 2007, with 5 chairs
in place by 2010

» Recruit nurse-scientist with research focus
« Patient Safety
+ Geriatrics

Rural Health

« Simulation and Evidence-based Education

Evidence-Based Practice (Odessa)

TIUMEC Reraat of Muramg

Goals

» Continue to develop educational innovations to
prepare highly competent professional nurses.
= Establish nursing presence in Abilene by 2008
+ Cisco Jr. College
+ McMurry University
+ Abilene Christian University

- Hardin Simmons University

TTUHC Sonosi of Mursrg

Attachment 16
Page 9 of 9
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TEXAS TECH UNIVERSITY HEALTH SCIENCES CENTER SN
SCHOOL OF NURSING

Major Reports Addressing the Nursing Shortage
90™ Legislative Session

Code Red Task Force on Access to Health Care in Texas — Report
Commissioned by Texas Health Sciences Centers

» Texas should increase funding to support 2,000 more undergraduate nursing
students, approximately 50% of the eligible applicants who have been denied
admission, and 200 faculty members necessary to train them. An estimated $25
million per biennium in state General Revenue would need to be added to the
funding formulas to reflect the increase in nursing student enroliment, and an
additional $30 million in additional General Revenue would be needed to cover the
balance of costs related to the additional faculty members.

The Supply of & Demand for Registered Nurses and Nurse Graduates in Texas
Texas Dept. of State Health Services — Report to the Legislature

¢ The state nursing programs will need to increase the number of its graduates by
50% by 2010 for the future supply of nurses to meet the expected demand for
nurses by 2020.

* Recommend the Texas Legislature appropriate $52 million in new funds to the
THECB to increase the capacity of the state's nursing programs.

e Recommend the Texas Legislature establish a separate line item appropriation for
the purpose of increasing nursing faculty salaries to be competitive with salaries
earned by masters & doctoral prepared RNs in the practice sector.

e Recommend the Texas Legislature continue to dedicate tobacco fund earnings for
the Permanent Fund for Nursing, Allied Health, & Other Health-Related Education
Programs to nursing education through FY 2011.

Commitment to Health Workforce Planning: A Strateqy for Addressing Texas’
Health Workforce Needs Texas Health Care Policy Council — Report to the
Legislature and Governor

» Ensure formula, special item funding, and tuition increases for nursing programs are
adequate to meet future demand and use to: .
o Increase admission, retention and graduation of nursing students;
o Stimulate graduate nursing programs to prepare more nursing faculty; and
o Address disparity between faculty and nursing salaries in the service sectors.

Strategies to Increase the Number of Graduates from Initial RN | Licensure
Programs Texas Higher Education Coordinating Board — Report to the
Legislature

* The state needs to make substantial investment in preparing, recruiting, and
retaining full-time nursing faculty.
* Increase salaries of new & existing nursing faculty who teach in nursing programs.

e Cover the cost of preparing advanced practice nurses for the nurse faculty role.
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Texas Tech University Health Sciences Center

Report on Research

Roderick Nairn, Ph.D.

Executive Vice President for Academic Affairs and
Dean, Graduate School of Biomedical Sciences

December 14, 2006

Expenditures for Research & Development
(From THHECE Report)

19% increase from last year

FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

Attachment 18
Page 1 of 2
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9 TEXAS TECH UNIVERSITY SYSTEM"

Texas Tech University System

HUB Report
Annual FY 2006

Office of the Vice Chancellor
and Chief Financial Officer

Board of Regents

TTUS Chief Financial Officer
Decernber 15-16, 2006 Page |
Texas Tech University System
HUB Expenditures as a
% of Total Expenditures
30.00%
25.00%
20.00% +—
15.00%
10.00%
5.00%
0.00%
FY 2002 $HUB FY 2003 $HUB FY 2004 $HUB FY 2005 $HUB Annual FY 2006 $HUB
= TU 6.16% 9.3 mil 13.58% 18.9 mi 17.51% 2277 mji 22.02% 277ml 23.44% 25.91 mil
& TTUHSC 6.77% 45mil 16.04% 97 mi 17.73% 1118 mil 26.64% 21.06 il 21.54% 21.86 mil
B Statewide 11.32% 982 mil 13.03% 1A74mil 14.54% 1427 ot 10.86% 1225MIl  13.73% 1,725.98 mil
Board of Regents TTUS Chief Financial Officer
December 15-16, 2006 Page 2
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TEXAS TECH UNIVERSITY SYSTEM'

Texas Tech University System
HUB % of Expenditures
Annual FY 2006 YTD vs. Statewide Goals

70.00%

60.00%

50.00%

40.00%

30.00%

10.00%

0.00%
Building Construction Special Trade Professional Senices Other Senices Commoadity Purchasing
aTy a TTUHSC & Statewide Actuals B Statewide HUB Goals
Board of Regents TTUS Chief Financial Officer
Decernber 15-16, 2006 Page3
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TEXAS TECH UNIVERSITY SYSTEM'

HUB Expenditures By Ethnicity/Gender
Annual FY 2006
NUMBER OF INDIVIDUAL HUBS

HUB §

309, 8.1%

589, 11.7%

Statewide Totals
$1,725.98 million

5,044 vendors 2551,

50.6%

1,502,
29.8%

STE74589, 10% 93, 1.8%

W Asian Pacific @ Black O Hispanic @ Native American 8 Women

$1,025423, 2.1% 28,6.1%
2

272.59.0% »4.8%

$14.253.571,28.5% §13.346.723 . 27.6%

Texas Tech University

System Consolidated 128, 27.6%
$48.34 million
8760333, 1.6% 461 vendors
11,24%
$18,956,448 , 39.2%
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TEXAS TECH UNIVERSITY SYSTEM"
FIBCAL YEAR 2008 AMNUAL HUS REPORT
TOP 50 BY TOTAL
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TEXAS TECH UNIVERSITY SYSTEM'

A

HUB Vendors by Ethnicity
FY 2006

Texas Tech Universit,

UT @ Austin 1400% 1,730,278
Texas A & M University 21.80% 2,055,792,
University of Houston 21.90% 3,823,685

427,051

University of North Texas

Board of Regents
Docermiber 15-16, 2006

7,800,061 $ 10,139,328

22,092,868

24,824,028

5,842,835 12,940,261

7,178,980 4,382,770,
TTUS Chief Financial g;];:e;

Texas Tech University System
HUB Dollar Expenditures
and % of Total Expenditures
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|rrru $0,200833  616% $18086687 1358% $22,767,134  1151% $27,700.423  2202% $25,006,487 234%
|m TTUHSC $4534,342  6y7% $9.723701  14.04% $11.178,824  11.73% $21.059,036  26/64% $21,856,815 21.5%
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Texas Tech University
HUB % of Expenditures
By Categories
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B TEXAS TECH UNIVERSITY SYSTEM'

HUB Expenditures By Ethnicity/Gender

Semi-Annual FY 2006
HUB'§ NUMBER OF INDIVIDUAL
32265930, R3% 309.6.1%
. 589, 11.7%
Statewide Totals
seammams.o5%  $1,725.98 million
5,044 vendors
3809674873 ,469% 2,551,
50.6%
1502,
20.8%
§52206225, 02%
93, 1.8%
W Asian Pacific @ Black O Hispanic m Native American s Women
$678,560 , 2.6%
12,555 4 100
$6,629,034 , 25.6%

10,130,328, 30.1% %

Texas Tech Universi
$25.91 million 8,3.7%

146, o
219 vendors 66.7%
$659,501, 2.5% 7,800,061, 30.1%
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Semi-Annual FY 2006
HUB § NUMBER OF INDIVIDUAL HUBS
5212689310, 12.3% 308, 6.1%
569, 11.7%
$163,879,193, 8.5%
05,674,873 , 46.9% Statewide Totais 2551
$1,725.98 million 50.6%
5,044 vendors
1,502,
29.8%
$522,062215, 30.2%
$17.674,569 , 1.0% 93,1.8%
m Asian Pacific @ Black O Hispanic ®m Native American m Women}
$227,288, 1.5% 12,5.5%
$3,646,829, 16.7% 12,55%
$100,832, 0.5% $6,626,094 , 30.3%
Texas Tech University
" 8 ,36.7%
Health Sciences Center
$21.86 million
218 vendors
$11,155.769, 51.0% 3,1.4%
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% HUBS 3 HUBS
Texas Tech University #HUBS  Receiving #HUBS : Receiing - NUSS
System Combined FY 2004 % OTHUB | Receiving wa FY 2005 % of HUB | Recaiing | Awards Annoel FY. Rosphing
HUE §. HUB $ HUB §
Asian Pacific s 26 674%| § 819,352 1 307 7.18%] '8 1025423 7 2.12%) 28
Biack s 2 5.96%] $ %[8 13346723 7 27.61%] 22
Hispanic $ 113 20.27%| § s 18,956,448 7 39.21% 128
Native American s 5 1.30%[ $ 3 760,333 7 1.57% 11
Women s 219 56.74%| $ 3 14,253,571 * _29.48%) 272
Total E3 34,360,365 __ 100.00% 386 ___100,00%| $ 5 48,342,498 100.00%| 481
% HUBS % HUBS.
#HUBS  Recaiving #HUBS  Receiving # HUSR
Totais FY 2004 % of HUB | Receiving Awards FY 2005 % of HUB | Receiving Awards. % o HUB | Reseiing
HUB S .
|Asian Pacifc 158,720,757 11.12%| 165,224,385 110 308 212683310  12.32% 309
Biack s 156,105,400  10.84% 179,419,622 11.46%| 580 s 63879183 9.49% 589
Hispanic. s 450,060,363  32.16% X 30.91%) 1443 20.66%[ S 522,062,215  30.26% 1,502
. INative amencan s 21,201,753 1.49% FRRE 2N 84 1.74%] 5 17,674,569 1.02%] 93
[Women s 632,417,765 44.30% 715,415,540 45.70%) 2418 50.03%] § 809,674,873 46.91% 2,581
Totai 3 1,427,506,040 _ 100.00%| 1,565,474.073 - 100.00%] 4,833 100%[$  4,725,980,162 ~_ 100.00% 50447
Board of Regents US Chief Financial Officer
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% HUBS
Texas Tech University #HUBS  Receiving 1088
733 FY 2004 % ofHUB | Receiving ~ Awards FY 2005 % of HUB | AneusiFY 2008 | % of B | Messhing
HB §
Asian Pacific $ X 12 6.78%| $ $ 2:62% 2
Black $ . 4,964.816 12 6.78%| § $ 25.58%) 9
Hispanic $ 8102294  3559%| 39, 2200%|s $ 30.11%) a4
Native American $ 949,283 4.17%] 4 2.26%| $ $ 2.55%) 8
[women $ 8,317,022 36.53%) 110 62.15%| § $ 39.14%] 146
Total $ 22,767,134 §00.00%] 177 100%['S 28.267,829" ~ 100.00% 200 100%['$ 25,906.487 _ 100.00% 219
Texas Tech University % HUBS
Health Sciences Center # HUBS #HUBS  Receiving # HUBS.
739 FY 2004 % of HUB | Recaiving FY 2005 % oiHUB | Receiving  Awards Annuel FY 2008 | % of Raceiving
B S $
[Asian Pacific s 3.06% aB232 1.95%) 14 3 1.50% 12
Black $ 42.88%) 5520019  2542% 8 $ 626, 30.32%) 12
Hispanic 1s 32.34%| 10,337,506 47.60% 66 34.55%|S 11,155,769 '51.04%) 80
Native American $ 0.04%] - 0.00%} 0.00%! § 100832 046% 3
[women $ 21.68%) 5437.445  2504% 53.93%| $ 3,646,829~ 16.69%] 111
Total s 11,178,624 100 00%) 21,718,234 _ 100.00%] T € 21,856,815 . 100.00%| 218
Texas Tech University * % HUBS % HUBS
System Administration #HUBS  Recehing #HUBS _ Receiving 506
768 FY 2004 % of HUB | Receiving  Awards FY 2005 % ofHUB | Receiving = Awards | Al #v 3008 [ % of HUB | Pesaiing
" HEBS N HUB $ HBS
33,447 8.07%] 3 15.00% 25,675 3.40% 3 11.11%] 19,575 3.38% 4
189,636  45.76%) 2 31.85%] 4 14.81%) 91505 '15.81% 1
1,751 0.42% 3 0.43% 5 18,52%] 618 0.11%) 4
- 0.00% - - o _— B
189,578 45.75%) 12 64.32%] 15 55.56%] 467.414 . 80.70%) 15
414414 100.00% 764213 100.00% 27 100%] 2
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Texas Tech University Unadj HUB FY |Total 1 HuB itures Annual FY | Total Expenditures | WPC WS
System Combined HUB Goals 2004 FY 2004 2005 Annual FY 2005 FY.

R HUB % HUBS | R HUB % HUB § . HUB % HOB $
Heavy Construction - % 772,386 780,415 0.000% - 259,459 %.811%; 214,731
Building Construction %! 15550% 10,137,620 65,184,815 7 27.707% 20,011,556 21.959%. 16,776,921
Special Trade 861,863 8,508,242 7 1.904%: 146,626 18.333% 1,885,844
Professional Senices X 3 223,604 10,034,683 7 0.330% 683 1.831% 255,996
Other Servces 33.0% 6.126% 2,130,373 34,777,509 © 10.329% 3,748,302 11.856% 4,184,078
Commadity Purchasing 126%! 6853% 20,234,569 75,383,743 7 " "33:603% 35,562,003 32.44% 25,024,532
Total Expenditures riTes1% 34,360,365 194,669,407 73925% 49,498,460 22.637% 48,342,502

TBPC WS
[ HuB FY [ Total HuB Total i Sow (4]
Statwide Totals HUB Goals 2004 FY 2004 Annual FY 2005 Annual FY 200! 208
o HUB % HUB § L Hme% HB S
Heavy Construction ) 130%. 363,221 B: 3,763,144,782 5680% 263,156,380  4,632,853,354 O762% 521,239,620
Building Construction 26.1% 19.247%; 226,200,061 1,175,266.588 18.365%; 198,009,288  1,078,179,154 20316% 194,075,386
Special Trade N 57.2% 28.6268% 78,310,902 273,549,441 8.994% 29615287 329,295,813 27.570% 94,900,724
Professional Senices 20.0% 21.501% 108,141,099 502,957,355 15.889% 93,007,277 585,338,447 17.726%  110,703.328
Other Services 33.0% 16.015% 304,764,945 1,902,954,.999 15.029% | 308,544,942 2,053,041,460 18.638% 436,760,547 ¢
Commodity Purchasing ; 126% 14.961% 336,529,260 | 2,242.663,089 12797% 332,317,035 2,506,888,418 12.441% 368,310,858 |
Total Expenditures 434,177,000 ,860,536.256 7 10.861%.  1,224,650,211__ 11,275,596.658 13.734% _ 1,725.960.161
Board of Regents TTUS Chief Financial Officer
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Texas Tech University |Statewide Unadjusted| HUB Expenditures FY |Total Expenditurss HUB i Total i
733 HUB Goals Annuat FY 2005 Annual FY 2005
[CAue® [ noas |
Heawy Construction 1.9% 599,335 1,760 100.000%
Building Construction 26.1% 49,463,684 16.215% 7,595,007 46,841,156 17.733%
Special Trade 7.2% 5,916,308 0.336% 15,644 4,660,280 ; 6.609%
Profssional Services 20.0% . 370,660 7 16.534% 39,683 240,005 19.734%
Other Services . .0% 7.262% 1,588,831 76,707 11.158% 2,507 446 22,471,719 13.493%
Gommodity Purchasing | 126% 25.645% 13,275,541 51,767,307 34.006%: 17.551,562 51,613,228 34.153% 15,824,650
Total Expenditures 17.514% 22,767,134 129,996,003 22.022% 27.709,423 125,828,151 23.442% 25.906.487
{
Texas Tech University
Heakh Sciences Ci HUB FY [Total HUB Expenditures. Total Expenditures
738 | 2004 Fv 2004 Annual FY 2005 Annual FY 2005
HUB % HUB $ HuB % HUB §
Heawy Construction 176,437 181,080 - 257,608 -
Buikding Construction 26.1% .661% 3,055,784 15,542,601 48.916% 416,459 25,383,450 26.065% 10,134,106
Spacial Trade 57.2%. 067 % 629,214 2,614,475 322% 131,182 3,035,136 31.513% 1,526,007
Prokessional Senices 20.0% ,745%: 168,500 9,656,014 .000% ; - 11,718,173 1.350% 183,750
Other Senices 33.0%; 955% 352,437 11,927,775 .079% 767,813 12,630,274 ; 6.966% 947,178
Commodity Purchasing 12.6%: 29.377% 8,796,440 23,135,575 29.743% 7,743,582 26,034,876 28.714% 9,065,683
Total Expenditures T araas 41178824 63,067,833 26637% 21,059,036 79,060,600 7 21.545%. 21.856.815
Texas Tech University
System Statewide HUB FY [Totai HUB Expenditures Total Expenditures TRPC  HUB
768 HUB Goals. 2004 Annual FY 2005 Annual FY 2005 (ad
7 HUB% | HUBS 3 HUB% | HUBS HUB % HUB §
Heavy Conatruction 11.9% - B
. iBuilding Construction 34.558% 61,107 178,530 500
$ | Trad: 27.202% 2.029 74597 0.000% -
Professional Services - 8,009 -
Other Sanvices 19.474% 189,098 971,027 44.566%: 444,104
Commodity Purchasing 126% . 35971% 162,178 450,861 725,184 25.852% 134,599
Total Expenditires % 414414 1818887 7 36.504% 730.003 1,999,770 36.274% 579.203
Board of Regents TTUS Chief Financial Officer
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President’s Report
Texas Tech University
Board of Regents Meeting
December 15, 2006

President Whitmore distributed his Report on Accomplishments. The first item listed is
about the Phi Beta Kappa chapter. That can never be discussed too many times as it is
a major step forward for the University. There are 35 public universities in the state of
Texas and only three have Phi Beta Kappa chapters. The Alpha chapter is at the
University of Texas and it was formed in 1905. The Kappa chapter is at Texas A&M
and it was authorized in 2003. Now, Texas Tech has the Lambda chapter which was
authorized in 2006. This is a major accomplishment for the university. Phi Beta Kappa
chapters are only hosted at about 10 percent of the universities in America.

Also listed in the report are a number of other accomplishments by the faculty and staff.
Because only a few people can be introduced and recognized at each Board meeting,
this report attempts to show all the extraordinary accomplishments the faculty, students
and staff of Tech have achieved.

The Red Raiders will play the Minnesota Golden Gophers at the Insight Bowl. We are
very proud of the accomplishment of our football team—both academically and on the
football field. The game is scheduled for December 29, 2006.

The discussion from students has occurred on various occasions about the initiation of
a fall break that would occur before Thanksgiving. A committee that was appointed has
developed a positive recommendation which will soon be forwarded to the President’s
Office. The interest of the students should be met for the coming fall semester.

We will be graduating over 2,000 students starting on Friday evening with the Graduate
School commencement at 4 p.m. The two undergraduate commencements will take
place on Saturday, December 16. We continue to turn out a viable and effective work
force for this region of Texas and for all of Texas. We are proud of these graduates and
we look forward to the Board’s participation in those ceremonies.

President Whitmore announced that was the conclusion of his report.
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President’s Report
Texas Tech University Health Sciences Center
Board of Regents Meeting
December 15, 2006

President Mittemeyer began by wishing the Board a blessed Christmas season and a
great 2007. He also thanked the regents for their exemplary support over the past year.

A campus by campus tour was just completed by Chancellor and Mrs. Hance. The
enthusiasm and the attendance at each of the regional academic health centers and in
Lubbock was tremendous. That reflects the excitement at each campus in the
anticipation of the chancellor’s leadership, his direction and his vision for the Health
Sciences Center—not only in Lubbock but also in each of our regional centers. That will
have a tremendous impact on the mission of our HSC. On behalf of the HSC team,
thanks were extended to the Chancellor and Mrs. Hance. This was a very important
mission for the HSC. This is the first time this has been seen at Tech in the past 20
years.

Dr. Mittemeyer also thanked the Board for their involvement in the visits to the regional
campuses.

In regard to the Senate Finance Hearings on November 14, 2006, those hearings were
conducted in Austin at which time the HSC institutional priorities were laid out along with
the legislative appropriations requests for the upcoming biennium. This was a follow-up
to a previous presentation to the Legislative Budget Board and the Governor’s office
staff which was conducted in Lubbock in September 2006. At the Senate finance
hearings, most of the discussion led by Senator Ogden, centered on the funding for the
El Paso School of Medicine. In this regard, a follow up meeting was conducted by
Chancellor Hance, Senator Ogden and Vice President Nairn on December 1, 2006 in
Austin to further discuss in more detail the physical requirements for the establishment
of the El Paso School of Medicine and specifically to initiate the educational programs
there in the summer of 2009.

In regard to institutional advancement, several reports are in order. On November 13,
2006, the School of Medicine in Amarillo received a donation of $1 million for the
establishment of the J. Avery and Janie Rush chair of excellence in women'’s health in
oncology given by the J. Avery Rush family in honor of Janie Rush, Dr. Avery’s mother,
an ovarian cancer survivor. On December 6, 2006, Terry and Kelly Crofoot and their
parents, Jay and Virginia Crofoot, endowed the Crofoot Epilepsy Program with a gift of
$2 million. This gift will also establish the Crofoot Chair in Epilepsy. The Crofoot family
recognizes the need to make quality health care available for epilepsy patients in this
region. This will take us a long way in providing that care.

On December 11, 2006, a gift of just under $40,000 was received to establish a multiple
sclerosis endowment. That is being worked on as well.
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Yesterday, the School of Medicine received a check from Roger Allen Volkner estate for
muscular dystrophy research in the amount just under $250,000. These are the kinds
of gifts that will make a difference as we grow the Health Sciences Center. With
Chancellor Hance’s enthusiasm and contacts, we should go a long way.

These chairs and financial donations will make major differences and enhance our
vision and our mission in our goal to establish the Texas Tech University Health
Sciences Center as a leading educational, research and care giving institution
throughout West Texas.

From our regional center’s personnel standpoint, it is a pleasure to announce the
establishment of two of our leaders who were introduced to the Board earlier in the day.
They will make a major difference as we prepare both the Permian Basin and the El
Paso campus for the students who we hope to initiate there at the first year level in El
Paso in the fall 2009 as well as students at the third and fourth year levels in the
Permian Basin.

The search for a regional dean for the School of Medicine’s position in Amarillo is
progressing quite well. There have been some excellent candidates who are in the
process of being interviewed. In the meantime, Dr. Rush Pierce has served as the
interim regional dean there assuming the responsibilities of Dr. Berk when he came
over to become the dean of the School of Medicine in Lubbock.

It is also a pleasure to announce the appointment of Jan Kim Hall as regional dean for
the School of Pharmacy in Abilene. Further information will be provided to the Board in
the future regarding the Pharmacy School in Abilene. During a recent visit to Abilene, it
was obvious that the construction of the Pharmacy School there is progressing on
schedule with the enrollment of the first class scheduled for the fall of 2007. Regent
Dueser and the City of Abilene are thanked for their support and efforts on the
Pharmacy School endeavor as well as for the Family Practice Program which is being
built. Thanks also go to the hospital in Abilene and its CEO. The community response
is that we have over 90 faculty volunteering to help us with the resident program. This
is a great indication of the community support.

Under the leadership of Dr. Robert Suskind, the timeline for the El Paso School of
Medicine expansion is right on schedule with the completion of construction of the third
floor of the Medical Science Building in the spring of 2007. In February 2007, the LCME
will be notified of our request for evaluation while continuing the basic science faculty
recruitment. This LCME is a very critical step on our timeline now which is right on
schedule.

In regards to facilities and construction, the appropriations requests have been
submitted to the Legislature to include the request for the necessary funding, not only
for the completion of academic building and faculty development support for the School
of Medicine in El Paso but also for construction of the Research Tower in Amarillo as
well as expansion of the Pharmacy School in Amarillo. In addition, $2 million have been
set aside for design of the Research Tower in Lubbock as was mentioned by Mr. Cavin
yesterday as well as an additional $1 million set aside of the monies that we have now
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from our Higher Education Assistance Funds for the design of the Clinical Simulation
Center in Lubbock.

In the Permian Basin, plans for expansion of the Department of Obstetrics and
Gynecology and Internal Medicine in Midland in affiliation with the Midland Memorial
Hospital are in progress. In addition, transfer expansion of the Physician’s Assistance
Program in affiliation with Midland College affirm with construction scheduled to begin in
the near future. Mr. Cavin and | have personally visited with both Dr. David Daniel,
president of Midland College, as well as with Mr. Russell Myers, CEO of the Midland
Memorial Hospital in conjunction with these projects. Everything seems to be well on
track.

At the Board of Regents meeting in the fall, the School of Medicine informed the Board
that one of the primary objectives for the new year was to increase commercial
insurance pay and development of a new branding strategy for the clinical operations.
To this effort, at the last Board meeting, a carry over of practice plans to set aside for
this initiative was approved. Today a brief update will be provided on the status of this
very important project for TTUHSC, specifically the School of Medicine. A research
study was conducted on all four campuses to gage the consumer understanding and
perception of the services that we offer. A similar study was also conducted to test
names for re-branding of practices. Previously the clinics operated under a variety of
names and some would not even reference Texas Tech. The name Texas Tech
Physicians, with campus identification: Texas Tech Physicians of El Paso, of Lubbock,
of Amarillo, of the Permian Basin, was selected. This new name immediately informs
the patient who we are and builds on a tradition of this institution. Operating under one
name, Texas Tech Physicians, will be positioned as the health care providers of choice
for commercially insured patients with a network of over 500 physicians, the largest
network of providers in West Texas. It is important to note that this new initiative will be
the first of its kind for Tech where we have collectively pooled our resources and
marketed the clinical practices under one name finally. The goal of this initiative is to
increase commercial pay by 5 percent. That may not seem like a lot but it could amount
to over $4 million of additional coliections yearly. The marketing campaign will launch
January 28, 2007 throughout all the campuses and will include television, newspaper,
direct mail, radio and billboards. (Samples of television and newspaper ads were
shown to the Board that will be running in various cities in Texas.) Shown were two of
the four major focused ads representing each of our regional centers and the regions
we serve. Because the research showed, across the board, that our consumers are
unsure of who we are and what we offer, this initial campaign develops name
awareness for the Texas Tech physicians. In addition to the advertising elements, a
dedicated patient care website will launch in the spring of 2007.
TexasTechPhysicians.com is the website. This is yet another first for the School to
have a website for patient care completely dedicated to healthcare information. The
School has also conducted an internal review of its operating procedures to ensure
availability for appointments throughout all the clinics. With the opening of the new
Texas Tech Physician’s Medical Pavilion and launching of the new marketing campaign,
we are making significant progress in meeting the needs and interests of our patients
and their wellbeing. This exciting yet ambitious project was led by Angila Faison, the
Vice President for Communications and Marketing and Jo Vaughn, Director of
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Marketing for the School of Medicine, Lubbock campus. This happens to be Angila’s
last day as a member of our team. Dr. Mittemeyer recognized Angila and Jo for their
work.

With the permission of the Board, at the summer Board meeting, another update will be
given on the progress of the campaign.

In closing, again it will be stated that we have much to accomplish and we will do so as
a team. Our stated mission to improve the health of people by providing educational
opportunities for students and health professions throughout the region, advancing
knowledge through scholarship and research, and providing patient care and service, is
our mission and continues to be my pledge and that of our Health Sciences Center’s
team to you. Thank you.
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Chancellor's Report
Texas Tech University System
Board of Regents Meeting
December 15, 2006

Mr. Hance began by stating that one of the first priorities that he had when he joined
Texas Tech, was the presidential search for the Health Sciences Center. Today, a
search committee approval of five members is requested. A charge is ready for that
search committee. An advisory committee will also be announced within the next week.
The Search Committee will consist of Regent Stafford, who is a retired orthopaedic
surgeon; he will serve as chairman of that Committee. Regent Rick Francis, who has
been involved in a many issues regarding health care, will also serve on that committee.
Other members include, Kay Cash, from Lubbock. Her husband Don is a member of
the Foundation Board. She has been very close to the ties of the Garrison Center.
When the Cash’s lived in Utah, Kay was the lay appointment on the Governor's
selection committee of seven people who selected their judges. She is very well
qualified to serve and will do an outstanding job. Dr. Wayne Isom is another member of
that committee. He attended Texas Tech and is in the cardiovascular surgery division
of the Cornell Medical School. Wayne originally grew up in Idalou, and he will bring a
lot to the commiittee. Finally, Dr. Ted Mitchell from Dallas will serve on this committee.
He has served as director of the Cooper Clinic. He has been a presidential appointee.
President Bush appointed him to the National Fitness Council. He also writes columns
for the U.S.A. Today on medical issues. He is immensely well-qualified as he was
President Bush'’s physician while he was governor and still maintains that position along
with the Surgeon General of the United States. Something that was just learned within
the last few weeks is that he is Chairman Francis’ doctor and has been my doctor for
about 15 years. Those five individuals will do an outstanding job. The charge is to
solicit, review and screen candidates for the position and then recommend a slate of
highly qualified candidates that | can discuss with the Board to make a decision. This is
a big priority which needs to get moving as fast as possible.

The Advisory Committee will involve all the deans but will also include other people from
different parts of the HSC and the different communities involved so that there will be a
lot of information exchanged and a lot of opportunity to have input to this committee.
With that, the Board’s approval is requested for the five-committee members as
mentioned.

Chairman Francis gave his approval of the members as selected by Mr. Hance and
stated that they should proceed as necessary.

Mr. Hance continued. The second issue to cover regards the collaborative research
initiative where the University has put in $500,000 and the HSC has put in $500,000 to
work together. We have a unique position here with having the Medical School and the
undergraduate school and the Law School all on one campus. That is very rare
anywhere in the United States. Regent Serna had requested that we look at the
System putting in $500,000. We want to help. The first thing that should be done, is
appoint someone from the System to work with the individuals to make sure that there is
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not any conflicts or that there are not any problems between the two just wanting to do
something for their entity. This needs to be a joint venture. So, | will appoint someone
to work in that regard. The $500,000 has been discussed with Mr. Jim Brunjes. We do
have the money, but these are policy matters that the Board needs to decide on. One,
does the Board want to get into the System making donations that would in the past
have been made by the undergraduate school and by the HSC? If we do, how does
that affect our budget as we are compared with other systems? | don’t know if other
systems do this. So, this is a new issue. This needs to be researched further. We
have some time left as the fiscal year we are in goes until next August. The first thing to
do within the next week is to get someone working with the other individuals that are
already working on this from our office to let them know the importance of working
together and why we are for this effort. Guidance from the Board is needed on this
issue.

Regent Miller stated that this issue should be studied by the Finance and Administration
Committee. Regent Dueser do you agree?

Regent Dueser stated that the Finance and Administration Committee would look at that
issue.

Mr. Hance stated that he would visit with Regent Dueser and Regent Serna. We can
get the background information needed fairly quickly. We will be bringing that
information forward soon.

Mr. Hance stated that was the conclusion of his report.

Regent Sitton requested that in regards to the charge that has been given to the
chancellor in regards to enroliment, that issue be added to the agenda for every
meeting until further notice. This report should be given to the Board regarding
enrollment during the Academic, Clinical and Student Affairs Committee.

Mr. Hance concurred with Regent Sitton’s request.

Regent Miller stated that the issue brought forth by Regent Serna should also merit a
report at every Board meeting as well to show how the collaboration is going.

Regent Francis agreed. The future and the great opportunity that we have at our
University is going to be collaboration between our components in going after federal
research dollars. The Board would like to focus on some of that.

Regent Miller also remarked about his excitement of having Mr. Hance as the new
chancellor of Texas Tech.



