MATERIAL SUPPORTING THE AGENDA

VOLUME XLIITb

This volume contains the Material Supgorting the Adgenda furnished
to each member of the Board of Regents prior to the meetings held
on

January 5, 1596
February 8, 1996
March 1, 1996
March 26, 1996

The material is divided according to the standing committees and
the meetings that were held and is color coded as follows:

White paper - for documentation of all items that
were presented before the deadline date.

Blue paper - all items submitted to the Executive
Session and distributed only to the Regents, Chan-
cellor and Executive Vice Chancellors of the System.

Yellow paper - emergency items distributed at the
meeting.

Material distributed at the meeting as additional documentation
is not included in the bound volume, because sometimes there is
an unusual amount and other times some people get copies and
some do not get copies. If the Executive Secretary was fur-
nished a copy, then that material goes into the appropriate
subject file.



C.

D.

Special Meeting
Board of Regents
The University of Texas System
Ninth Floor, Ashbel Smith Hall, 201 W. 7th Street
Austin, Texas
January 5, 1996 =-- 10:00 a.m.
(Via Telephone Conference Call)

AGENDA
CALL TO ORDER
ITEMS FOR CONSIDERATION
1. U. T. Board of Regents: Proposed Adoption of Resolu-

tion Approving and Authorizing the Issuance of Board
of Regents of The University of Texas System Permanent
University Fund Refunding Bonds, Series 1996, in an
Amount Not to Exceed $280,000,000, and Matters Related
Thereto

See Page _1 and Exhibit 1.

2. U. T. Board of Regents: Proposed Adoption of Fourth
Supplemental Resolution Approving and Authorizing
the Issuance of Board of Regents of The University
of Texas System Revenue Financing System Bonds,
Series 1996 A & B, in an Aggregate Amount Not to
Exceed $350,000,000, and Matters Related Thereto

See Page _3 and Exhibit 2.

3. U. T. Health Science Center - Houston: Request for
Authorization to Purchase Approximately 2.043 Acres
of Land and Improvements Located at 7000 Fannin Street
(Doctors Center), Houston, Harris County, Texas; Autho-
rization to Submit the Purchase to the Coordinating
Board; Authorization to Sell the Operations Center
Building; Authorization to Execute Documents; and
Approval for Use of Revenue Financing System Parity
Debt, Receipt of Certificate, and Finding of Fact
with Regard to Financial Capacity

See Page _7 .
OTHER BUSINESS

ADJOURNMENT



AGENDA FOR SPECIAL MEETING OF THE
BOARD OF REGENTS

OF THE UNIVERSITY OF TEXAS SYSTEM
January 5, 1996

1. U. T. Board of Regents: Proposed Adoption of Resolu-
tion Approving and Authorizing the Issuance of Board
of Regents of The University of Texas System Permanent
University Fund Refunding Bonds, Series 1996, in an
Amount Not to Exceed $280,000,000, and Approval of the
Official Statement; Authorization for Sale of the Bonds

to J.P. Morgan Securities, Inc., New York, New York, and

Morgan Stanley & Co., Incorporated, New York, New York:
Appointment of Vinson & Elkins, L.L.P., Austin, Texas,

as Bond Counsel; Texas Commerce Bank, N.A., Austin
Texas, as Escrow Agent; Texas Treasury Safekeeping Trust
Company, Austin, Texas, as Paying Agent; and KPMG Peat
Marwick, L.L.P., Houston, Texas, as Escrow Verification

Agent; and Authorization for Officers of U. T. System to

Complete_2All Transactions.--

RECOMMENDATTION

The Chancellor concurs in the recommendation of the Executive
Vice Chancellor for Business Affairs that the U. T. Board of
Regents:

a. Adopt the Resocolution and approve the Offi-
cial Statement substantially in the form
set out in Exhibit 1 to authorize the
issuance of Board of Regents of The Uni-
versity of Texas System Permanent Univer- -
sity Fund Refunding Bonds, Series 1996,
.in an aggregate principal amount not to
exceed $280,000,000, with a final maturity
not to exceed 2013 to be used to pay issu-
ance cost and refund up to $246,185,000 of
The University of Texas System Permanent
University Fund Bonds, Series 1988, 1991,
and Refunding Bonds 1992B, with a net
present value savings to the U. T. System
of at least 4.5% of the refunded bonds

b. Authorize the sale of the Permanent Uni-
versity Fund Refunding Bonds, Series 1996,
to J.P. Morgan Securities, Inc., New York,
New York, and Morgan Stanley & Co.,
Incorporated, New York, New York

c. Appoint Vinson & Elkins, L.L.P., Austin,
Texas, as Bond Counsel

d. Appoint Texas Commerce Bank, N.A., Austin,
Texas, as Escrow Agent

e. Appoint the Texas Treasury Safekeeping
Trust Company, Austin, Texas, as Paying
Agent '



f. Appoint KPMG Peat Marwick, L.L.P.,
Houston, Texas, as Escrow Verification
Agent

g. Authorize appropriate officers and employ-
ees of the U. T, System as set forth in
the related documents to take any and all
actions necessary to carry out the inten-
tions of the U. T. Becard of Regents to
complete the transactions as provided in
the Resolution.

BACKGROUND INFORMATTION

The Permanent University Fund ("PUF") Bonds, Series 1988,
were issued in April 1988 in the aggregate amount of
$100,000,000 with a final maturity of 2001. The outstanding
bonds, $50,000,000, carry coupon rates of 6.00% - 7.00%.

The bonds are callable July 1, 1998, at par. The PUF Bonds,
Series 1991, were issued April 1991 in the aggregate amount
of $254,230,000 with a final maturity of 2011. The outstand-
ing bonds, $224,930,000, carry coupon rates of 5.90% - 9.50%.
The bonds are callable July 1, 2001, at a price of 102%;

July 1, 2002, at 101%; and July 1, 2003, at par. The PUF
Refunding Bonds, Series 1992B, were issued in April 1992 in
the aggregate amount of $80,000,000 with a final maturity

of 2013. The outstanding bonds, $75,370,000, carry coupon
rates of 5.10% - 6.25%. The bonds are callable July 1, 2002,
at par. With interest rates at current levels, refunding
bonds could be issued for selected maturities to create annual
debt service savings of up to $800,000 and to produce a net
present value savings in excess of 4.5% of the refunded bonds.
A minimum percentage of 4.5% is considered appropriate based
on industry standards. Under present U. S. Treasury Tax
Rules, bonds may be refunded once prior to their call date,
normally ten years from issuance.



2. U. T. Beard of Regents: Proposed Adoption of Fourth
Supplemental Resolution Approving and Authorizing the
Issuance of Board of Reqents of The University of Texas

System Revenue Financing System Bonds, Series 1996 A & B,
in an Aggregate Amount Not to Exceed $350,000,000, and

Approval of the Official Statement; Authorization for
Sale of the Bonds to l.ehman Brothers, New York, New

York; Appointment of Mccall, Parkhurst & Horton, L.L.P.,
Dallas, Texas, as Bond Counsel; Wickliff & Hall, P.C.,

Austin, Texas, as Special Counsel to the Board;
Fulbright & Jaworski, L.L.P., Austjn, Texas, as Disclo-
sure Counsel; Texas Commerce Bank, N.A., Austin, Texas,
as Escrow Agent; Texas Commerce Bank, N.A., Austin,
Texas, as Paying Agent; and KPMG Peat Marwick, L.L.P.,
Houston, Texas, as Escrow Verification Agent; Authoriza-
tion for Officers of U. T. System to Complete All Trans-
actions; and Approval of Use of Revenue Financing System
Parity Debt, Receipt of Certificate, and Finding of Fact
with Regard to Financial Capacity.--

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive
Vice Chancellor for Business Affairs that the U. T. Board of
Regents:

a. Adopt the Fourth Supplemental Resolu-
tion and approve the 0Official Statement
substantially in the form set out in
Exhibit 2 to authorize the issuance of
Board of Regents of The University of
Texas System Revenue Financing System
Bonds, Series 1996 A & B, in an aggre-
gate principal amount not to exceed
$350,000,000, with a final maturity not
to exceed 2017 to be used to refund
Revenue Financing System Commercial Paper,
Series A, to provide new money to fund
construction and acquisition cost of proj-
ects in the Capital Improvement Plan, to
advance refund a maximum of $62,065,000 of
the Board of Regents of The University of
Texas System Revenue Financing System
Bonds,; Series 1991 A & B, and to pay issu-
ance cost. The refunding portion of the
bond issue may be sold if the net present
value savings to the U. T. System of at
least 3.5% of the refunded bonds are real-
ized. '

b. Authorize the sale of the Revenue Financ-
ing System Bonds, Series 1996 A & B, to
Lehman Brothers, New York, New York, and
other underwriters to be named by an
Authorized Representative

c. Appoint McCall, Parkhurst & Horton, L.L.P.,
Dallas, Texas, as Bond Counsel; Wickliff &
Hall, P.C., Austin, Texas, as Special
Counsel to the Board; and Fulbright &
Jaworski, L.L.P., Austin, Texas, as Disclo-
sure Counsel



d. Appoint Texas Commerce Bank, N.A., Austin,
Texas, as Escrow Agent

e. Appoint Texas Commerce Bank, N.A., Austin,
Texas, as Paying Agent

f. Appoint KPMG Peat Marwick, L.L.P.,
Houston, Texas, as Escrow Verification
Agent

g. Authorize appropriate officers and employ-

ees of the U. T. System as set forth in
the related documents to take any and all
actions necessary to carry out the inten-
tions of the U. T. Board of Regents to
complete the transactions as provided in
the Resolution.

The Chancellor also concurs in the recommendation of the
Executive Vice Chancellor for Business Affairs, that, in
compliance with Section 5 of the Amended and Restated Master
Resolution Establishing The University of Texas System Revenue
Financing System, adopted by the U. T. Board of Regents on
February 14, 1991, and amended on October 8, 1993, and upon
delivery of the Certificate of an Authorized Representative

as set out on Page _6 , the U. T. Beoard of Regents resolves
that:

a. Parity Debt shall be issued to pay the
project’s cost including any project costs
paid prior to the issuance of such Parity
Debt

b. Sufficient funds will be available to
meet the financial obligations of the
U. T. System including sufficient Pledged
Revenues as defined in the Master Resclu-
tion to satisfy the Annual Debt Service
Requirements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System

c. The "members" as such term is used in the
Master Resolution, possess the financial
capacity to satisfy their Direct Obliga-
tion as defined in the Master Resolution
relating to the issuance by the U. T.
Board of Regents of tax-exempt Parity Debt

d. This resolution satisfies the official
intent requirements set forth in Sec-
tion 1.150-2 of the U. S. Treasury Regu-
lations.



BACKGROUND INFORMATION

At the May 1995 meeting, the U. T. Board of Regents adopted
the Third Supplemental Resoclution authorizing the issuance

of the Series 1995A Revenue Financing System Bonds and addi-
tional bonds to be issued later in the fiscal year. The
authorization to issue the additional bonds under the Third
Supplemental Resolution is repealed by the Fourth Supplemental
Resolution. The Fourth Supplemental Resolution allows the

U. T. System to combine several financings and to provide
tax-exempt financing for building acquisitions that contain
limited private use.

Proceeds from the Revenue Financing System Bonds,

Series 1996A, will be used to fund construction cost of
$74,283,000 for projects authorized by Section 55.1714 of
the Texas Education Code. These projects are part of the
South Texas/Border Initiative.

A portion of the proceeds, $106,855,000, of the Revenue
Financing System Bonds, Series 1996B, will be used to refund
Revenue Financing System Commercial Paper, Series A Notes.
The Notes are used to provide interim financing during the
construction of auxiliary projects. This method of financing
allows the component institutions to pay short-term rates

and does not require any amortization of the debt during

the construction phase. Once the project construction is
completed, the commercial paper debt is converted to fixed
rate debt and amortization begins. In addition, proceeds in
the amount of $88,000,000 will be used to acquire the Doctors
Center for the U. T. Health Science Center - Houston for a
maximum of $48,000,000 (see Item 3), $32,500,000 will be used
to fund construction of the Bertner Complex at the U. T. M.D.
Anderson Cancer Center, and to acquire buildings and land at
the U. T. Southwestern Medical Center - Dallas for a maximum
of $7,500,000.

The remaining proceeds would be used to pay issuance cost,
provide for an original issue discount and to advance refund
the Revenue Financing System Bonds, Series 1991 A & B,
maturing in the years 2002 - 2013 in the aggregate amount

of $62,065,000. These bonds were issued in March 1991 in the
aggregate amounts of $187,535,000 for the Series 1991A Bonds
and $91,045,000 for the Series 1991B Bonds. The outstanding
bonds carry coupon rates of 6.00% - 6.75%. The bonds are
callable August 15, 2001, at a price of 102% of par. With
interest rates at current levels, refunding bonds could be
issued for such maturities to create annual debt service
savings of up to $260,000 per year. In addition, current
rates would produce a net present value savings in excess

of 4.5% of the refunded bonds, which normally is our minimum
goal, however a ratio of 3.5% is requested as a minimum based
on the need to provide flexibility in the financing plan.

In the aggregate, the bond sale will enhance the ability of
the U. T. System to finance all the projects, including the
Doctors Center which has some private use. Under present

U. S. Treasury Tax Rules, bonds may only be advance refunded
once prior to their call date, normally ten years.



PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE

I, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System, a U. T. System Representative
under the Amended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991 and amended on
October 8, 1993 (the "Master Resolution"), do hereby execute
this certificate for the benefit of the Board of Regents
_pursuant to Section 5 (a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue

"Parity Debt" pursuant to the Master Resolution to finance the
cost of construction of eligible projects, and do certify that

to the best of my knowledge the Board of Regents is in
compliance with all covenants contained in the Master
Resolution, First Supplemental Resolution Establishing an
Interim Financing Program, the Second Supplemental Resolution,

and the Third Supplemental Resolution and is not in default of

any of the terms, provisions and conditions in said Master

Resolution, First Supplemental Resolution, Second Supplemental

Resolution, and the Third Supplemental Resolution as amended.

EXECUTED

ﬂi .
is f day of L itz 1996
7

- Asgistant Vice Chancellor for Finance




3. U. T. Health Science Center - Houston: Regquest for
Authorization to Purchase Approximately 2.043 Acres
of Land and Improvements Located at 7000 Fannin Street
(Doctors Center),; Houston, Harris County, Texas; Autho-
rization to Submit the Purchase to the Coordinatinag
Board; Authorization to Sell the Operations Center Build-
ing; Authorization to_ Execute Documents; and Approval for
Use of Revenue Financing System Parity Debt, Receipt of
Certificate, and Finding of Fact with Regard to Financial
Capacity.--

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive
Vice Chancellor for Health Affairs, the Executive Vice Chan-

cellor for Business Affairs, and President low that the U. T.
Board of Regents:

a. Authorize the U. T. Health Science
Center - Houston to purchase all of
Reserve "A" of Doctors Center, Section
One (1), approximately 2.043 acres of
land and improvements located at
7000 Fannin Street, in Houston, Harris
County, Texas, for $48,000,000 plus
related closing costs

b. Authorize the U. T. Health Science
Center - Houston to submit the trans-
action to the Texas Higher Education
Coordinating Board for approval

c. Authorize the U. T. Health Science
Center - Houston to sell the Operations
Center Building and associated land of
approximately 16.78 acres at fair market
value as supported by an independent
MAI appraisal

d. Authorize the Executive Vice Chancellor
for Business Affairs, or his designee,
to execute all documents pertaining to
the transactions following approval by
the Office of General Counsel.

The Chancellor also concurs in the recommendatiocn of the
Executive Vice Chancellor for Health Affairs, the Executive
Vice Chancellor for Business Affairs, and President Low that,
in compliance with Section 5 of the Amended and Restated
Master Resolution Establishing The University of Texas System
Revenue Financing System, adopted by the U. T. Board of
Regents on February 14, 1991, and amended on QOctober 8, 1993,
and upon delivery of the Certificate of an Authorized Repre-
sentative as set out on Page _10 , the U. T. Board of Regents
resolves that:

a. Parity Debt shall be issued to pay the
project’s cost including any project costs
paid prior to the issuance of such Parity
Debt



b. Sufficient funds will be available to
meet the financial obligations of the
U. T. System including sufficient Pledged
Revenues as defined in the Master Resolu-
tion to satisfy the Annual Debt Service
Requirements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System

c. U. T. Health Science Center - Houston,
which is a "Member" as such term is used
in the Master Resolution, possesses the
financial capacity to satisfy its Direct
Obligation as defined in the Master Reso-
lution relating to the issuance by the
U. T. Board of Regents of tax-exempt
Parity Debt in the amount of $48,000,000

d. This resolution satisfies the official
intent requirements set forth in Sec-
tion 1.150-2 of the U. S. Treasury Regu-
lations.

BACKGROUND TINFORMATION

The U. T. Board of Regents was informed in August 1995 and
November 1995 that negotiations were in progress to purchase
the Doctors Center located in the Texas Medical Center at the
corner of Fannin Street and Galen Street in Houston, Texas.
The property contains approximately 2.043 acres of land, a
26-story office building with approximately 342,000 gross
square feet of space, and a five-story parking garage of
approximately 385,000 sgquare feet with space for 1,000 cars.
The U. T. Health Science Center - Houston is currently leas-
ing approximately 183,700 rentable square feet in the build-
ing at an annual lease cost of $4,800,000 per year. With the
eventual sale of the Operations Center Building and associated
acreage, the U. T. Health Science Center - Houston desires

to consolidate as much as possible the academic and adminis-
trative functions into the Doctors Center, an objective which
may require three to five years to complete. Proceeds from
the sale of the Operations Center Building will be applied
toward a reduction in the debt financing of the Doctors
Center.

This acquisition is included in the FY 1996-2001 Capital
Improvement Plan and the FY 1996 Capital Budget with funding
in the amount of up to $50,000,000 from Revenue Financing
System Bond Proceeds. However, due to the lower negotiated
contract price, financing with bond proceeds will

total $48,000,000.

The debt is to be repaid from current fund revenues

presently used for payment of annual lease payments total-

ing $4,800,000 by the U. T. Health Science Center - Houston
and lease receipts from other tenants in the building. The
forecast assumes a %26 per square foot rate for the U. T.
Health Science Center -~ Houston to be allocated to the vari-
ous departments occcupying space in the building with annual
inflation adjustments of 3% through 2000. Additionally, other



lease space income is forecasted at existing lease terms

with future annual inflation adjustments upon renewal of 3%
through 2000. Operating expenses for the facility are based
on historical levels and adjusted annually for inflationary ,
growth. The acquisition will be financed with long-term bonds
with an expected 6% interest rate, resulting in forecasted
annual debt service requirements of $4,184,859.

Net receipts after operating expenses are forecasted to

range from $5 - $6 million annually, resulting in debt service
coverage ratios between 1.20 times to 1.45 times coverage.

The analysis reflects a slight decline in lease receipts and
debt service coverage during FY 2000, due to expiring lease
terms of other tenants whose space will be vacated, but over-
all the forecast reflects sufficient debt service coverage
levels (see Page _11 ). Plans will be developed to occupy any
available space with staff presently in the Operations Center
Building or other leased facilities in the Texas Medical
Center. '



PARITY DEBT CERTIFICATE OF U, T. SYSTEM REPRESENTATIVE

I, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System, a U. T. System Representative
under the Amended and Restated Master Resclution Establishing
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991 and amended on
October 8, 1993 (the "Master Resolution"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5 (a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"Parity Debt" pursuant to the Master Resolution to finance the
cost of construction of eligible projects, and do certify that
to the best of my knowledge the Board of Regents is in
compliance with all covenants contained in the Master _
Resolution, First Supplemental Resolution Establishing an
Interim Financing Program, the Second Supplemental Resolution,
and the Third Supplemental Resolution and is not in default of
any of the terms, provisions and conditions in said Master
Resolution, First Supplemental Resoclution, Second Supplemental
Resolution, and the Third Supplemental Resolution as amended.

—7d
EXECUTED this 2 day of , 1996

Cfol [ g

Zjﬁf%ﬁént Vice Chandellor for Finance

- 10 -
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The University of Texas Health Science Center at Houston

Acquisition of the Doctor's Center Building

Project Level (S actual) Forecast
FY 96 FY 97 FY 98 EY 99 FY 00
Lease Revenues 7,719,723 7,926,927 8,513,789 9,033,016 8,723,414
Operating Expenses (2,704,994) (2,770,644) (2,948,830} 2,947,226 3,002,412
Net Receipts After Operations 5,014,729 5,156,283 5,564,959 6,085,750 5,721,002
Debt Service ($4BMH, 6%, 20-yearsf 4,184,859 4,184,859 4,184,859 4,184,859 4,184,858
Exceso Receipts After Operations and Debt Service 829,870 971,424 1,380,100 1,900,931 1,536,143
[Debt Service coverage 1.20 1.23 1.33 1.45 1.37 |

Campus Level: UT HSC at Aouston (§ in millions)

Actual Forecast

FY 93 FY 94 FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
Beg. Fund Balances 37.8 41.7 58.5 73.8 74.0 80.9 91.5 110.1
Total Current Revenues 289.9 315.1 320.3 337.2 335.6 334.1 332.5% 331.3
Total Current Expenditures (280.2) {295.1) {301.2}% {328.4}) [320.5} {314.8) {306.3}) {301.6})
Net Revenues 9.7 20.0 19.1 8.8 15.1 19.3 26.2 29.7
Debt Service (2.4) (2.4) {2.5) (8.3) {(7.9) (8.4) (7.3) (7-2)
Other Man. Transefers 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Mand. Transfers {(2.4) {2.4) {2.5) (8.3) (7.9) (8.4) (7.3) {7.2)
Non-Mand. Transfers {2.0) 0.0 0.6 0.0 0.0 0.0 0.0 0.0
Adjustments (1.4} {0.8) {1.9) ‘ {0.3) (0.3) {0.3) {0.3) (0.3}
Net Inc./(Dec.) for Year 3.9 16.8 15.3 0.2 6.9 10.6 18.6 22.2
End. Fund Balances 41.7 58.5 73.8 74.0 80.9 91.5 110.1 132.3
[Debt service Coverage 4.04 8.33 7.64 1.06 1.91 2.30 3.59 4.13 |

U.T. System ($ in millions)

Actual Forecast
FY 93 FY 94 FY 95 FY 26 Fy 97 FY 98 FY 99 FY 00
Available Revenues 2,965.2 3,226.4 3,439.7 3,553.0 3,584.3 3,655.5 3, 702.8 3,783.7
Operating Expenses {2,868.1) (3,033.6) (3,239.9) (3,419.5) {3,437.2) (3,482.4) {(3,533.1) (2,594.2)
Net Available for Debt Service 97.1 192.8 199.8 133.5 147.1 173.1 169.7 189.5
Debt Service (42.0) {43.3) (48.9) (76.0) {91.0) (101.0) (106.9) (113.1)
[Debt Service Coverage 2.31 4.45 4.09 1.76 1.62 1.71 1.59 1.68]




EXHIBIT 1
(Reference Item 1)

Special Meeting
Board of Regents
The University of Texas System
Ninth Floor, Ashbel Smith Hall, 201 W. 7th Street
Austin, Texas
January 5, 1996 -- 10:00 a.m.
{Via Telephone Conference Call}



DRAFT: 12/27/95

RESOLUTION
by the

BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM

authorizing the issuance of

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BONDS
SERIES 1996

January 5, 1996
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RESOLUTION AUTHORIZING THE ISSUANCE, SALE AND
DELIVERY OF BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND
REFUNDING BONDS, SERIES 1996, AND APPROVING
AND AUTHORIZING INSTRUMENTS AND PROCEDURES

RELATING THERETO

WHEREAS, article VII, section 18 of the Texas Constitution, as amended, authorizes the
Board (hereinafter defined) to issue bonds and notes not to exceed a total amount of 20% of the cost
value of investments and other assets of the Permanent University Fund (hereinafter defined),
exclusive of real estate, at the time of issuance thereof and to pledge all or any part of its two-thirds
interest in the Available University Fund (hereinafter defined) to secure the payment of the principal
of and interest on those bonds and notes, for the purpose of acquiring land, constructing and
equipping buildings or other permanent improvements, major repair and rehabilitation of buildings
and other permanent improvements, acquiring capital equipment and library books and library
materials, and refunding bonds or notes issued under such section or prior law, at or for the System
(hereinafter defined) administration and component institutions of the System; and

WHEREAS, the Board heretofore has authorized, issued, and delivered, pursuant to such
constitutional provision, its Series 1988 Bonds (hereinafter defined), which are now outstanding in
the aggregate principal amount of $50,000,000, its Series 1991 Bonds (hereinafter defined), which
are now outstanding in the aggregate principal amount of $224,930,000, its Series 1992A Bonds
(hereinafter defined), which are now outstanding in the aggregate principal amount of $196,015,000,
and its Series 1992B Bonds (hereinafier defined), which are now outstanding in the aggregate
principal amount of $75,370,000, and which, along with certain other outstanding obligations of the
Board, are secured by a pledge of the Interest of the System (hereinafter defined) in the Available
University Fund (hereinafter defined); and

WHEREAS, the Board has determined to authorize issuance of its refunding bonds in the
maximum aggregate principal amount of $280,000,000 for the purpose of refunding the Refunded
Bonds (hereinafter defined), consisting of a portion of the outstanding Series 1988 Bonds, Sernes
1991 Bonds and Series 1992B Bonds, pursuant to article VII, section 18 of the Texas Constitution,
section 65.46, Texas Education Code, and articles 717k and 717q, Texas Revised Civil Statutes
Annotated, all as amended, and other applicable laws; and

WHEREAS, the refunding bonds hereinafter authorized shall not be issued unless they will
produce at least a minimum amount of net present value savings expressed as a percentage of the
principal amount of the Refunded Bonds;

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



ARTICLE I
DEFINITIONS, INTERPRETATION AND FINDINGS

Section 1.01. DEFINITIONS. Unless expressly provided otherwise herein or unless the
context shall indicate a contrary meaning or intent, the terms and expressions defined below, when
used in this Resolution, shall have the meanings set forth below for all purposes of this Resolution,
except the FORM OF BOND appearing in Section 2.06 hereof.

"Additional Parity Bonds and Notes" means the additional parity bonds and the additional
parity notes permitted to be issued pursuant to Section 3.04 hereof or pursuant to Section 3.04 of the
Series 1988 Resolution, Section 3.04 of the Series 1991 Resolution, Section 3.04 of the Series
1992 A Resolution or Section 3.04 of the Series 1992B Resolution.

"Attorney General" means the Attorney General of the State of Texas.
"Authorized Denomination” means $5,000 principal amount or any integral multiple thereof.

"Authorized Representative"” means one or more of the following officers or employees of
the System, to wit: the Chancellor, the Executive Vice Chancellor for Business Affairs, the Assistant
Vice Chancellor for Finance, and the Director of Finance, or in the event of a vacancy in any such
position, the person duly authorized to act in such capacity pending the appointment of a successor
to such position, or such other officer or employee of the System authorized by the Board to act as
an "Authorized Representative.”

"Available University Fund" means, as provided in article VII, section 18 of the Texas
Constitution, as amended, all of the dividends, interest, and other income from the Permanent
University Fund (less administrative expenses), including the net income attributable to the surface
of Permanent University Fund land.

"Board" means the Board of Regents of the System.

"Bond” or "Bonds" means any one or more, as the case may be, of the bonds authorized by
this Resolution, and ail substitute bonds exchanged therefor, and all other substitute and replacement
bonds issued pursuant to this Resolution.

"Bond Purchase Contract" means the agreement with the Underwriters providing for the sale
of the Bonds authorized by Section 7.04 hereof.
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"Bond Year"” means the period beginning on July 2 of any calendar year and continuing
through July 1 of the following calendar year.

"Code" means the Internal Revenue Code of 1986, as amended.
"Comptroller” means the Comptroller of Public Accounts of the State of Texas,

"Counsel’s Opinion" means a written legal opinion of nationally recognized bond counsel
acceptable to the Board.

"CUSIP" means the Committee on Uniform Securities Identification Procedures of the
American Bankers Association, or any successor to its functions.

"Defeased Bond" means any Bond the principal of and interest on which is deemed to be
paid, retired and no longer outstanding within the meaning of this Resolution, pursuant to and in
accordance with Section 7.02 hereof.

"DTC" means The Depository Trust Company, New York, New York, and its successors and
assigns.

"DTC Participant"” means the securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organizations on whose behalf DTC was created to hold securities to
facilitate the clearance and settlement of securities transactions among DTC Participants.

"Escrow Agreement” means the agreement with Texas Commerce Bank National
Association, as escrow agent, providing for the discharge and defeasance of the Refunded Bonds,
authorized by Section 7.05 hereof, as such agreement may be amended from time to time in
accordance with the terms thereof.

"Fiscal Year" means the fiscal year of the State of Texas, which currently ends on August
31 of each calendar year.

"Government Obligations” means direct obligations of the United States of America,
including obligations the principal of and interest on which are unconditionally guaranteed by the
‘United States of America, which may be United States Treasury obligations such as its State and
Local Government Series, and which may be in book-entry form.

"Initial Bonds" means the Bonds authorized, issued, sold and initially delivered hereunder
and upon which the registration certificate, manually executed by or on behaif of the Comptroller,
has been placed.
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"Interest and Sinking Fund" means the Board of Regents of The University of Texas System
Permanent University Fund Bonds Interest and Sinking Fund described in Section 3.02 hereof.

"Interest of the System," when used with reference to the Available University Fund, means
the System'’s two-thirds interest in the Available University Fund as apportioned and provided in
article VII, section 18 of the Texas Constitution, as amended.

"Paying Agent" means the paying agent for the Bonds appointed by the Board in Section 2.14
hereof, or any successor to such paying agent appointed hereunder.

"Permanent University Fund” means the Permanent University Fund as created, established,
implemented and administered pursuant to sections 10, 11, 11a, 15 and 18 of article VII of the Texas
Constitution, as amended, and by other applicable present and future constitutional and statutory
provisions.

"Principal and Interest Requirements" means, with respect to any Fiscal Year, the amounts
of principal of and interest on all PUF Bonds scheduled to be paid in such Fiscal Year from the
Interest of the System in the Available University Fund. If the rate of interest to be borne by any
PUF Bonds is not fixed, but is variable or adjustable by any formula, agreement, or otherwise, and
therefore cannot be calculated as actually being scheduled to be paid in a particular amount for any
particular period, then for the purposes of the previous sentence such PUF Bonds shall be deemed
to bear interest at all times to their maturity or due date at the lesser of (i) the maximum rate then
permitted by law or (ii) the maximum rate specified in such PUF Bonds.

"PUF Bonds" means the Bonds, the Series 1988 Bonds, the Series 1991 Bonds, the Series
1992A Bonds, the Series 1992B Bonds and all Additional Parity Bonds and Notes.

"Record Date” means, with respect to any scheduled interest payment date or scheduled
principal payment date on the Bonds, the 15th day of the month next preceding such payment date.

"Refunded Bonds" means the particular Series 1988 Bonds, Series 1991 Bonds and Series
1992B Bonds that the Authorized Representative, acting for and on behalf of the Board pursuant to
Sections 7.04 and 7.05 hereof, determines shall be refunded by the Bonds consistent with the net
present value savings requirement of Section 7.04 hereof. The Refunded Bonds shall be specified
in the Bond Purchase Contract.

“Registrar" means the registrar and transfer agent for the Bonds appointed by the Board in
Section 2.14 hereof, or any successor to such registrar and transfer agent appointed by the Board
hereunder.
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"Registration Books"” means the books or records of the registration and transfer of the Bonds
required to be kept by or on behalf of the Board pursuant to Section 2.09 hereof.

"Report” means the verification report prepared by KPMG Peat Marwick LLP, Houston,
Texas, Certified Public Accountants, relating to the refunding of the Refunded Bonds, a copy of
which may be attached to the Escrow Agreement, and any subsequent verification report required
by the Escrow Agreement.

"Resolution” means this resolution authorizing the Bonds.

"Rule 15c2-12" means Rule 15¢2-12 of the Securities and Exchange Commission, as
amended from time to time.

"Senes 1988 Bonds" means the Board's Permanent University Fund Refunding Bonds, Series

1988, issued under the Series 1988 Resolution in the original aggregate principal amount of
$100,000,000.

"Series 1988 Resolution” means the resolution adopted by the Board on April 14, 1988,
authorizing the issuance of the Series 1988 Bonds, as such resolution may be amended from time
© to time.

“Series 1991 Bonds" means the Board's Permanent University Fund Refunding Bonds, Series
1991, issued under the Series 1991 Resolution in the original aggregate principal amount of
$254,230,000.

"Series 1991 Resolution” means the resolution adopted by the Board on February 14, 1991,
authorizing the issuance of the Series 1991 Bonds, as such resolution may be amended from time
to time.

"Series 19924 Bonds" means the Board's Permanent University Fund Refunding Bonds,
Series 19924, issued under the Series 1992A Resolution in the original aggregate principal amount
of $196,015,000.

"Series 19924 Resolution” means the resolution adopted by the Board on February 13, 1992,
authorizing the issuance of the Series 1992A Resolution, as such resolution may be amended from
time to time.

"Series 1992B Bonds"” means the Board's Permanent University Fund Bonds, Series 1992B,
issued under the Series 1992B Resolution in the original aggregate principal amount of $80,000,000.
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"Series 1992B Resolution" means the resolution adopted by the Board on February 13, 1992,
authorizing the issuance of the Series 1992B Bonds, as such resolution may be amended from time
to time.

"System" means The University of Texas System, including each of the following existing
and operating institutions, respectively:

The University of Texas at Arlington;

The University of Texas at Austin;

The University of Texas at Brownsville;

The University of Texas at Dallas;

The University of Texas at El Paso;

The University of Texas - Pan American;

The University of Texas of the Permian Basin;

The University of Texas at San Antonio;

The University of Texas at Tyler;

The University of Texas Southwestern Medical Center at Dallas;
The University of Texas Medical Branch at Galveston;

The University of Texas Health Science Center at Houston;
The University of Texas Health Science Center at San Antonio;
The University of Texas M.D. Anderson Cancer Center; and
The University of Texas Health Center at Tyler,

together with every other institution or branch thereof now or hereafter operated by or under the
jurisdiction of the Board pursuant to law.

"Trust Company” means the Texas Treasury Safekeeping Trust Company, incorporated
pursuant to Subchapter G of Chapter 404, Government Code, Texas Codes Annotated, as amended.

"Underwriters” means the investment banking firm or firms that contract to purchase the
Bonds, pursuant to the Bond Purchase Contract in accordance with Section 7.04 of this Resolution.

Section 1.02. RECITALS, TABLE OF CONTENTS, TITLES AND HEADINGS. The
terms and phrases used in the recitals of this Resolution have been included for convenience of
reference only and the meaning, construction and interpretation of such terms and phrases for
purposes of this Resolution shall be determined solely by reference to Section 1.01 of this
Resolution. The table of contents, titles and headings of the articles and sections of this Resolution
have been inserted for convenience of reference only and are not to be considered a part hereof and
shall not in any way modify or restrict any of the terms or provisions hereof and shall never be
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considered or given any effect in construing this Resolution or any provision hereof or in
ascertaining intent, if any question of intent should arise.

Section 1.03. INTERPRETATION. Unless the context requires otherwise, words of the
singular number used in this Resolution shall be construed to include correlative words of the plural
number and vice versa, and words of the masculine gender shall be construed to include correlative
words of the feminine and neuter genders and vice versa. References in this Resolution to numbered
Articles, Sections or portions thereof shall refer to the respective Articles and Sections of this
Resolution, unless expressly specified otherwise. The terms "hereof," "herein," "hereunder" and
similar terms shall refer to this Resolution as a whole and not to any particular provision of this
Resolution. This Resolution and all the terms and provisions hereof shall be liberally construed to
effectuate the provisions set forth herein and to sustain the validity of this Resolution.

ARTICLE II
AUTHORIZATION AND TERMS OF THE BONDS

Section 2.01. AUTHORIZATION AND AUTHORIZED AMOUNT. Pursuant to authority
conferred by and in accordance with the provisions of the Constitution and laws of the State of
Texas, particularly article VII, section 18 of the Texas Constitution, section 65.46, Texas Education
Code, and articles 717k and 717q, Texas Revised Civil Statutes Annotated, all as amended, the
Bonds are hereby authorized to be issued, in the maximum aggregate principal amount of TWO
HUNDRED EIGHTY MILLION DOLLARS ($280,000,000) for the purpose of obtaining funds to
refund the Refunded Bonds, all in accordance with and subject to the terms, conditions and
limitations contained herein. The Bonds are Additional Parity Bonds permitted to be issued under
Section 3.04 of the Series 1988 Resolution, Section 3.04 of the Series 1991 Resolution, Section 3.04
of the Series 1992A Resolution and Section 3.04 of the Series 1992B Resolution on a parity and in
all respects of equal dignity with the Series 1988 Bonds, the Series 1991 Bonds, the Series 1992A
Bonds and the Series 1992B Bonds.

Section 2.02. DESIGNATION, FORM, NUMBERS, DATE AND DENOMINATION OF
THE BONDS. Each Bond shall be designated: "BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND REFUNDING BOND, SERIES 1996".
The Bonds shall be issuable only in fully registered form without coupons. The Bonds shall be let-
tered and numbered separately from 1 upward prefixed by the letter R. Each Bond shall be in an
Authorized Denomination and shall be dated as of the first calendar day of the month in which such
Bond is sold pursuant to Section 7.04 of this Resolution.

Section 2.03. INTEREST PAYMENT DATES AND INTEREST RATES. Interest on the
Bonds shall be payable on the first January 1 or July 1 that is 60 days following the date of the
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Bonds and continuing on each January 1 and July 1 thereafter until maturity or prior redemption.
The Bonds shall bear interest at the fixed rate or rates of interest per annum, calculated on the basis
of a 360-day year composed of twelve 30-day months, as set forth in the Bond Purchase Contract;
provided that (i) the interest rate or rates for the Bonds must be in a multiple of 1/8 of 1% or 1/20
of 1%, with all of the Bonds of the same maturity bearing the same interest rate, (ii) the maximum
interest rate per annum borne by any Bond must not exceed 15%, and (iii) the highest interest rate
on any Bond must not exceed the lowest interest rate on the Bonds by more than 4.0%.

Each Initial Bond and each Bond authenticated prior to the first Record Date on the Bonds
shall bear interest from the date thereof. Each Bond authenticated on or after the first Record Date
on the Bonds shall bear interest from the interest payment date immediately preceding the date of
authentication, unless such Bond is authenticated after any Record Date but on or before the next
following interest payment date, in which case such Bond shall bear interest from such next
following interest payment date; provided, however, that if at the time of delivery of any exchange
or replacement Bond the interest on the Bond it replaces or for which it is being exchanged is due
but has not been paid, then such Bond shall bear interest from the date to which such interest has
been paid in full.

Section 2.04. REDEMPTION PRIOR TO MATURITY. (a) The Bonds shall be subject to
redemption prior to stated maturity in the manner, on the redemption dates and at the redemption
prices provided in the Bond Purchase Contract and further described in the FORM OF BOND
appearing in this Resolution.

(b) (i) Notice of any redemption shall be given to the registered owners of the Bonds
to be redeemed, all as set forth in the FORM OF BOND appearing in this Resolution.

(ii) In addition to the notice of redemption set forth in the FORM OF BOND, the
Registrar shall give notice of redemption of Bonds by mail, first-class postage prepaid, at
least 30 days prior to a redemption date to each registered securities depository and to any
national information service that disseminates redemption notices. In addition, in the event
of a redemption caused by an advance refunding of the Bonds, the Registrar shall send a
second notice of redemption to the persons specified in the immediately preceding sentence
at least 30 days but not more than 90 days prior to the actual redemption date. Any notice
sent to the registered securities depositories or such national information services shall be
sent so that they are received at least two days prior to the general mailing or publication date
of such notice. The Registrar shall also send a notice of prepayment or redemption to the
registered owner of any Bond who has not sent the Bonds in for redemption 60 days after the
redemption date. Notwithstanding the foregoing, failure to send, mail or receive any notice
otherwise required by this Subsection 2.04(b)(ii), or any defect therein or in the sending or
mailing thereof, shall not affect the validity or effectiveness of the proceedings for the
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redemption of any Bond, and it is hereby specifically provided that the publication of notice
as required by the FORM OF BOND shall be the only notice actually required in connection
with or as a prerequisite to the redemption of any Bonds or portions thereof.

(iii)  Each notice of redemption, whether required in the FORM OF BOND or in
this Section, shall contain a description of the Bonds to be redeemed including the complete
name of the Bonds, the date of issue, the interest rates, the maturity dates, the CUSIP
numbers, the certificate numbers, the amounts called of each certificate, the publication and
mailing dates for the notices, the date of redemption, the redemption price, the names of the
Paying Agent and Registrar and the address at which the Bonds may be redeemed, including
a contact person and telephone number.

(iv) All redemption payments made by the Paying Agent to the registered owners
of the Bonds shall include a CUSIP number relating to each amount paid to such registered
Owner.

Section 2.05. MEDIUM AND PLACE OF PAYMENT. The principal and redemption price
of the Bonds shall be payable, without exchange or collection charges, in lawful money of the United
States of America, to the respective registered owners thereof upon presentation and surrender -
thereof at maturity or upon the date fixed for redemption prior to maturity at the designated office
for payment of the Paying Agent. Interest on the Bonds shall be payable by the Paying Agent on
each interest payment date, by check dated as of such interest payment date, sent by United States
mail, first-class postage prepaid, to the respective owners thereof, at the address of each such
registered owner as it appears on the Record Date preceding each such interest payment date. In
addition, interest may be paid by such other method acceptable to the Paying Agent requested by,
at the risk and expense of, the respective registered owners of the Bonds. Any accrued interest due
upon the redemption of any Bond prior to maturity as provided in this Resolution shall be payable
to the registered owner thereof at the designated office for payment of the Paying Agent upon
presentation and surrender thereof for redemption and payment at such principal office for payment.
Notwithstanding the foregoing, any payment to Cede & Co., as nominee of DTC, or its registered
assigns, shall be made in accordance with existing arrangements among the Board and DTC.

Section 2.06. FORM OF BOND. (a) The form of all Bonds issued under this Resolution
shall be substantially as follows, with such appropriate variations, omissions, or insertions as are
permitted or required by this Resolution.
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FORM OF BOND

NO. PRINCIPAL AMOUNT
$

UNITED STATES OF AMERICA
STATE OF TEXAS
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
- PERMANENT UNIVERSITY FUND REFUNDING BOND
SERIES 1996

INTZRESTRATE MATURITY DATE DATED DATE CUSIP NO,

%o 1996

ON THE MATURITY DATE specified above, the BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM (the "Board"), being the governing body of The University
of Texas System, an agency of the State of Texas, hereby promises to pay to
or the registered assignee hereof (either being hereinafter called the
"registered owner") the principal amount of and to pay interest thereon,
calculated on the basis of a 360-day year composed of twelve 30-day months, from the dated date
specified above to the maturity date specified above, or the date of redemption prior to maturity, at
the interest rate per annum specified above; with interest being payable on the first January 1 or
July 1 that is at least sixty days following the dated date specified above, and semiannually on each
January 1 and July | thereafter, except that if the date of authentication of this Bond is later than
July 1, 1996, such principal amount shall bear interest from the interest payment date next preceding
the date of authentication, unless such date of authentication is after any Record Date (hereinafter
defined) but on or before the next following interest payment date, in which case such principal
amount shall bear interest from such next following interest payment date.

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money of the
United States of America, without exchange or collection charges. The principal of this Bond shall
be paid to the registered owner hereof upon presentation and surrender of this Bond at maturity or
upon the date fixed for its redemption prior to maturity, at the designated office for payment of the
Texas Treasury Safekeeping Trust Company in Austin, Texas, which initially is the "Paying Agent"
for this Bond. The payment of interest on this Bond shall be made by the Paying Agent to the
registered owner hereof on each interest payment date by check, dated as of such interest payment
date, drawn by the Paying Agent on, and payable solely from, funds of the Board required by the
resolution authorizing the issuance of the Bonds (the "Bond Resolution") to be on deposit with the
Paying Agent for such purpose as hereinafter provided; and such check shall be sent by the Paying
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Agent by United States mail, first-class postage prepaid, on each such interest payment date, to the
registered owner hereof, at the address of the registered owner, as it appeared on the 15th day of the
month next preceding each such date (the "Record Date") on the Registration Books kept by the
Board which initially is the Registrar for the Bonds, as hereinafter described. In addition, interest
may be paid by such other method acceptable to the Paying Agent, requested by, and at the risk and
expense of, the registered owner hereof. Any accrued interest due upon the redemption of this Bond
prior to maturity as provided herein shall be paid to the registered owner at the designated office for
payment of the Paying Agent upon presentation and surrender of this Bond for redemption and
payment at the designated office for payment of the Paying Agent. The Board covenants with the
registered owner of this Bond that on or before each principal payment date, interest payment date,
and redemption date for this Bond it will make available to the Paying Agent, from the "Interest and
Sinking Fund” maintained under the Bond Resolution, the amounts required to provide for the
payment, in immediately available funds, of all principal of and interest on the Bonds, when due.
Notwithstanding the foregoing, during any period in which ownership of the Bonds is determined
by a book entry at a securities depository for the Bonds, payments made to the securities depository,
or its nominee, shall be made in accordance with arrangements between the Board and the securities
depository.

IF THE DATE for the payment of the principal of or interest on this Bond shall be a
Saturday, Sunday, a legal holiday, or a day on which banking institutions in the city where the
designated office for payment of the Paying Agent is located are authorized by law or executive
order to close, then the date for such payment shall be the next succeeding day that is not a Saturday,
Sunday, legal holiday, or day on which such banking institutions are authorized to close; and
payment on such date shail have the same force and effect as if made on the original date payment
was due.

[THE FOLLOWING FOUR PARAGRAPHS SHALL BE COMPLETED, REVISED OR
DELETED TO THE EXTENT NECESSARY TO CONFORM TO THE PROVISIONS OF THE
BOND PURCHASE CONTRACT.]

THIS BOND is one of an issue of Bonds issued in the original aggregate principal amount
of$________ ,FOR THE PURPOSE OF PROVIDING FUNDS TO REFUND THE BOARD'S
PERMANENT UNIVERSITY FUND REFUNDING BONDS, SERIES 1988, MATURING ON
JULY 1, IN THE YEARS , IN THE OUTSTANDING AGGREGATE PRINCIPAL
AMOUNT OF § , THE BOARD'S PERMANENT UNIVERSITY FUND REFUNDING
BONDS, SERIES 1991, MATURING ON JULY 1, IN THE YEARS , IN THE
OUTSTANDING AGGREGATE PRINCIPAL AMOUNT OF $§ , AND THE
BOARD'S PERMANENT UNIVERSITY FUND BONDS, SERIES 1992B, MATURING ON
JULY 1, IN THE YEARS , IN THE OUTSTANDING AGGREGATE PRINCIPAL
AMOUNT OF §
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ON 1, 200__, or on any interest payment date thereafter, the Bonds of this
Series may be redeemed prior to their scheduled maturities, at the option of the Board, with funds
denved from any available and lawful source, as a whole or in part in any integral multiple of $5,000
principal amount, and if in part, the particular Bonds or portions thereof to be redeemed shall be
selected and designated by the Board (provided that a portion of a Bond may be redeemed only in
an integral multiple of $5,000 principal amount), at a redemption price [equal to the principal
amount thereof, without premium, plus accrued interest to the date fixed for redemption;] [expressed
as a percentage of par as set forth below, plus accrued interest to the date fixed for redemption:

Redemption Period Redemption
both d elusi Py
; to , %
; to , %
, and thereafter %]*

provided that during any period in which ownership of the Bonds is determined by a book entry at
a securities depository for the Bonds, if fewer than all of the Bonds of the same maturity and beaning
the same interest rate are to be redeemed, the particular Bonds of such maturity and bearing such
interest rate shall be selected in accordance with the arrangements between the Board and the
securities depository. '

The Bonds of this Series maturing on are subject to mandatory sinking
fund redemption prior to scheduled maturity in the following amounts, on the following dates at a
price of par, without premium, plus accrued interest to the date fixed for redemption:

Redemption Date Principal
( 1) Amount
$

The principal amount of the Bonds required to be redeemed on each such redemption date pursuant
to the foregoing operation of the mandatory sinking fund shall be reduced, at the option of the Board.
by the principal amount of any Bonds, which, at least 45 days prior to the mandatory sinking fund

*If Bond Purchase Contract provides for optional redemption of Bonds, bracketed language in
alternative form to be used depending on whether Bonds are subject to optional redemption at par
or with premium.
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redemption date, (1) shall have been acquired by the Board and delivered to the Paying Agent for
cancellation, or (2) shall have been acquired and cancelled by the Paying Agent at the direction of
the Board, in either case of (1) or (2) at a price not exceeding the par or principal amount of such
Bonds, or (3) shall have been redeemed pursuant to the optional redemption provisions set forth
above and not theretofore credited against a mandatory sinking fund redemption. During any period
in which ownership of the Bonds is determined by a book entry at a securities depository for the
Bondes, if fewer than all of the Bonds of the same maturity and bearing the same interest rate are to
be redeemed, the particular Bonds of such maturity and bearing such interest rate shall be selected
1n accordance with the arrangements between the Board and the securities depository.

AT LEAST 30 days prior to the date fixed for any redemption of Bonds or portions thereof
prior to maturity a written notice of such redemption shall be published once in a financial
publication, journal, or report of general circulation among securities dealers in the City of New
York, New York (including, but not limited to, The Bond Buyer or The Wall Street Journal), or in
the State of Texas (including, but not limited to, The Texas Bond Reporter). Such notice also shall
be sent by the Registrar by United States mail, first-class postage prepaid, not less than 30 days prior
to the date fixed for any such redemption, to the registered owner of each Bond to be redeemed at
1ts address as it appeared on the 45th day prior to such redemption date on the Registration Books
kept by the Registrar; provided, however, that the failure to send, mail, or receive such notice, or any
defect therein or in the sending or mailing thereof, shall not affect the validity or effectiveness of the
proceedings for the redemption of any Bond, and it is hereby specifically provided that the
publication of such notice as required above shall be the only notice actually required in connection
with or as a prerequisite to the redemption of any Bonds or portions thereof. By the date fixed for
any such redemption, due provision shall be made with the Paying Agent for the payment of the
required redemption price for the Bonds or portions thereof that are to be so redeemed, plus accrued
interest thereon to the date fixed for redemption. If such written notice of redemption is published
and if due provision for such payment is made, all as provided above, the Bonds or portions thereof
that are to be so redeemed thereby automatically shall be treated as redeemed prior to their scheduled
maturities, and they shall not bear interest after the date fixed for redemption, and they shall not be
regarded as being outstanding except for the right of the registered owner to receive from the Paying
Agent the redemption price plus accrued interest, out of the funds provided for such payment. Ifa
portion of any Bond shall be redeemed, a substitute Bond or Bonds having the same maturity date,
bearing interest at the same rate, in any denomination or denominations in any integral multiple of
$5,000 principal amount, at the written request of the registered owner, and in aggregate principal
amount equal to the unredeemed portion thereof, will be issued to the registered owner upon the
surrender thereof for cancellation, at the expense of the Board, all as provided in the Bond
Resolution.

THIS BOND OR ANY PORTION HEREOF IN ANY INTEGRAL MULTIPLE OF $5,000
principal amount may be assigned and shall be transferred only in the Registration Books of the
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Board kept by the Registrar acting in the capacity of registrar for the Bonds, upon the terms and
conditions set forth in the Bond Resolution. Among other requirements for such assignment and
transfer, this Bond must be presented and surrendered to the Registrar, together with proper
instruments of assignment, in form and with guarantee of signatures satisfactory to the Registrar,
evidencing assignment of this Bond or any portion hereof in any integral multiple of $5,000 principal
amount to the assignee or assignees in whose name or names this Bond or any such portion hereof
is to be transferred and registered. The form of Assignment printed or endorsed on this Bond shail
be executed by the registered owner or its duly authorized attomey or representative, to evidence the
assignment hereof. A new Bond or Bonds payable to such assignee or assignees (which then will
be the new registered owner or owners of such new Bond or Bonds), or to the previous registered
owner in the case of the assignment and transfer of only a portion of this Bond, may be delivered by
the Registrar in conversion of and exchange for this Bond, all in the form and manner as provided
in the next paragraph hereof for the conversion and exchange of other Bonds. The Board shall pay
the Registrar's fees and charges, if any, for making such transfer, but the one requesting such transfer
shall pay any taxes or other governmental charges required to be paid with respect thereto. The
registered owner of this Bond shall be deemed and treated by the Board, the Paying Agent and the
Registrar as the absolute owner hereof for all purposes, including payment and discharge of liability
upon this Bond to the extent of such payment, and the Board, the Paying Agent and the Registrar
shall not be affected by any notice to the contrary. '

ALL BONDS OF THIS SERIES are issuable solely as fully registered bonds, without
interest coupons, in the denomination of $5,000 principal amount or any integral muitiple thereof.
As provided in the Bond Resolution, this Bond, or any unredeemed portion hereof, may, at the
request of the registered owner or the assignee or assignees hereof, be converted into and exchanged
for a like aggregate principal amount of fully registered bonds, without interest coupons, payable to
the appropriate registered owner, assignee, or assignees, as the case may be, having the same
maturity date, and bearing interest at the same rate, in any denomination or denominations in any
integral multiple of $5,000 principal amount as requested in writing by the appropriate registered
owner or assignee, as the case may be, upon surrender of this Bond to the Registrar for cancellation,
all in accordance with the form and procedures set forth in the Bond Resolution. The Board shall
pay the Registrar's standard or customary fees and charges for converting and exchanging any Bond
or any portion thereof, but the one requesting such conversion and exchange shall pay any ta