MATERIAL SUPPOCRTING THE AGENDA
Volume XXXIITIa
This volume contains the Material Supporting the Agenda furnished

to each member of the Board of Regents priocr to the meetings held
on ' _ _

October 10-11, 1985
October 24, 1985

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 furnished a copy,
then that material goes into the appropriate subject file.



Date:

Time:

SPECIAL MEETING
'~ QF THE
BOARD OF REGENTS
THE UNIVERSITY OF TEXAS SYSTEM

October 24, 1985

10:00 a.m.

Place: Room E=6.200, Florence Bio-information Building

The University of Texas Health Science Center
at Dallas

5323 Harry Hines Boulevard

Dallas, Texas

AGENDA

1.

2.

4.

5.

Convene Special Meeting of the Board of Regents

Recess to Executive Session (Room E-6.102K) to Consider
Land Acquisition and Personnel Matters in Accordance
with Vernon's Texas Civil Statutes, Article 6252-17,
Sections 2(f) and (g) '

a. U. T. Health Science Center - Houston and
U. T. Cancer Center: Consideration of a
Negotiated Contract for Land Acquisition
in the Vicinity of the Texas Medical
Center, Houston, TeXxas

b. U. T. Health Science Center - Dallas: Pro-
posal to Designate Regental Professors
(Regents' Rules and Regulations, Part One,
Chapter I1I, Section 1.86) and Authorization
for Special Research Allocation Related
Thereto

Reconvene in Open Session

a. U. T. System: Matters Related to the
Advance Refunding of Permanent Univer-
sity Fund Bonds

b. U. T. System: Matters Related to the Ini-
tiation of a Permanent University Fund
Commercial Paper Program

c. U. T. Tyler: Matters Related to the
Acquigition of Facilities for Student/
Faculty Housing

d. Report From Executive Session

(1) U. T. Health Science Center - Houston and
U. T. Cancer Center: Consideration of a
Negotiated Contract for Land Acquisition
in the Vicinity of the Texas Medical
Center, Houston, Texas

(2) U. T. Health Science Center - Dallas:
Proposal to Designate Regental Profes-
sors (Regents' Rules and Regulations,
Part One, Chapter III, Section 1.856)
and Authorization for Special Research
Allocation Related Thereto

Other Business

Adjournment



SUFPPLEMENTAL MATERIAL

OCTOBER 24, 1985

3a., U. T. System: Matters Related to the Advance Refunding
of Permanent University Fund Bonds.--

The Office of the Chancellor recommends that the U. T.
Board of Regents take the following actions:

a. Add Rotan Mosle, Inc., Houston, Texas, and Merrill
Lynch Capital Markets, New York, New York, to the
list of co-managing underwriters approved by the
Board at the regular October 1985 board meeting.

b. Approve the resolution authorizing the issuance,
sale, and delivery of Board of Regents of The
University of Texas System Permanent University
Fund Refunding Bonds, Series 1985, and approving
and authorizing instruments and procedures
relating thereto as set out in Attachment A (In
approving the resolution the Board will be
approving an Official Statement substantially in
the form set out in Attachment C, a Bond Purchase
Contract substantially in the form set out in
Attachment D, and a Paying Agent/Registrar
Agreement substantially in the form set out in
Attachment E.).

c. Approve the resolution authorizing the execution
of an Escrow Agreement relating to the refunding of
Board of Regents of The University of Texas System
Permanent University Fund bonds as set out in
Attachment B.

d. Designate MBank Austin, N.A., ABustin, Texas, as
Paying Agent/Registrar (A tabulation of the bids
received is set out in Attachment F.).

e. Designate InterFirst Bank Dallas, N.A., Dallas,
Texas, as Escrow Agent (A tabulation of the bids
received is set out in Attachment G.).

£. Approve the sale of the refunding bonds
according to the terms and conditions to be
presented at the meeting.

g. Authorize the appropriate officers of the U. T.
Board of Regents and the U, T. System Administra-
tion to take any other actions necessary and
appropriate to the advance refunding of the out-
standing bonded indebtedness of the Permanent
University Fund.

BACKGROUND INFORMATION

At its regular October 1985 meeting, the Board of Regents
authorized the Office of Asset Management and the Office of
General Counsel to take all necessary steps to bring to the

U. T. Board of Regents at a special meeting a firm recommendation



concerning advance refunding of the outstanding bonded
indebtedness of the Permanent University Fund; appointed
Morgan Guaranty Trust Company of New York as managing
underwriter; appointed a group of co-managing underwriters;
concurred in the appointment of Hutchison, Price, Boyle and
Brooks, Dallas, Texas and Reynolds, Allen & Cook, Inc.,
Houston, Texas as co-underwriters counsel; appointed
Fullbright & Jaworski of Houston, Texas, McCall, Parkhurst

& Horton of Dallas, Texas, and Vinson & Elkins of Houston,
Texas, as co-bond counsel; designated the members of the Land
& Investment Committee of the U. T. Board of Regents, the
Executive Vice Chancellor for Asset Management, the Manager
of Debt Administration and the General Counsel as a pricing
committee; authorized the Office of Asset Management to
advertise for bids for a Paying Agent and Registrar; and
authorized the Office of Asset Management to establish from
the proceeds of the advance refunding any necessary accounts
to receive and disburse monies related to the cost of the
advance refunding. The actions recommended above will
complete the transaction approved by the Board at its October
meeting. Executive Vice Chancellor Patrick, underwriters
counsel, and bond counsel will make any necessary presentations
at the meeting.



ATTACHMENT A



CERTIFICATE FCR
RESOLUTICH AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY OF BOARD OF
REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND
REFUNDING BCNDS, SERIES 1985, AND APPROVING ANC AUTHORIZING INSTRUMENTS
AND PROCEDURES RELATTING THERETO :

THE STATE OF TEXAS ‘ :
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM :

We, the undersigned officers of the Board of Regents of The University of
Texas System, hereby certify as follows:

1. The Board of Regents of The University of Texas System convened in
SPECIAL MEETING ON THE 24TH DAY OF OCTOBER, 1985,
at the designated meeting place, and the rcll was called of the duly consti-
tuted officers and members of said Board, to-wit:

Jack S. Blanton Jess Hay, Chairman

Janey Slaughter Briscoe (Mrs. Dolph) Robert B. Baldwin, III,
Beryl Buckley Milburm (Mrs. Malcolm) Vice Chairman
Tcm B. Rhodes Shannon H. Ratliff,

Bill Roden Vice Chairman

Mario Yzagquirre
Arthur H. Dilly, Executive Secretary

and all of said persons were present, except the following absentees:
, thus constituting a quorum.
Whereupon, among other business, the following was transacted at said Meeting:
a written
RESOLUTION AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY OF BOARD OF
REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSTITY FUND
REFUNDING BONDS, SERIES 1985, AND APPROVING AND AUTHORIZING INSTRUMENTS
AND PROCEDURES RELATING THERETO
was duly introduced for the consideration of said Board and duly read. Tt was
then duly moved and seconded that said Resolution be adopted; and, after due
discussion, said motion, carrving with it the adoption of said Resclution,
prevailed and carried by the following vote:

AYES: All members of said Board shown
present above voted "Aye".

NCES: None.

2. That a true, full, and correct copy of the aforesaid Resolution
adopted at the Meeting described in the above and foregoing paragraph is
attached to and follows this Certificate; that said Resolution has been duly
recorded in said Board's minutes of said Meeting; that the above and foregoing
paragraph is a-true, full, and correct excerpt from said Board's minutes of
said Meeting pertaining to the adoption of said Resolution; that the persons
named in the above and foregoing paragraph are the duly chosen, qualified, and
acting cofficers and members of said Board as indicated therein; and that each
of the officers and members of said Board was duly and sufficientlv notified
officially and persconally, in advance, of the time, place, and purpose of the
aforesaid Meeting, and that said Resolution would be introduced and considered
for adoption at said Meeting; and that said Meeting was open to the public,
and public notice of the time, place, and purpose of said Meeting was given,
all as required by Vernon's Ann. Civ St. Article 6252-17.

SIGNED AND SFALED the 24th day of October, 1985.

Executive Secretary Chairman

{SEAL)



RESOLUTION AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY
OF BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BONDS, SERIES 1985,
AND APPROVING AND AUTHORIZING INSTRUMENTS AND PROCEDURES
RELATING THERETO

WHEREAS, the Board of Regents of The University of Texas
System heretofore has authorized, issued, and delivered the
following described Permanent University Fund Bonds pursuant to
the provisions of Section 18, Article VII, of the Texas Consti-
tution:

(a) Board of Regents of The University of Texas System
: Permanent University Fund Bonds, Series 1966;

(b} Board of Regents of The University of Texas System
Permanent University Fund Bonds, New Series 1967,
New Series 1968, New Series 1969, New Series 1970,
New Series 1971, New Series 1972, New Series 1973,
New Series 1974, New Series 1975, New Series 1976,
New Series 1977, New Series 1978, New Series 1979,
New Series 1980, New Series 1981, New Series 19E3,
New Series 1983-A, and New Series 1984; and

(c) Board of Regents of The University of Texas System
Constitutional Amendment Permanent University Fund
Bonds, Series 1985 and Series 1985-A; and

WHEREAS, the above Series of Bonds, now outstanding in the
aggregate principal amount of $384,065,00C0, are the only obli-
gations secured by and payable from liens on and pledges of
income from the Permanent University Fund allocable to The Uni-
versity of Texas System, and the Board of Regents of The Uni-
versity of Texas System has determined to refund all of said
outstanding bonds; and

WHEREAS, the bonds hereinafter authorized are to be issued
and delivered pursuant to Vernon's Ann. Tex. Civ. St. Articles
717k, 717g, and other applicable laws; Now, Therefore

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

Section "1. DEFINITIONS AND FINDINGS. (a) Throughout this
Resolution the following terms and expressions as used herein
shall have the meanings set forth below:

The term "Additional Parity Bonds and Notes" means
the additional parity bonds and the additional parity
notes permitted to be issued pursuant to Section 12 of
this Resclution.

The term "Available University Fund" means 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.

The terms "Board" and "Issuer" mean the Becard of Re-
gents of The University of Texas System.

The term "Bonds" means collectively the Initial Bond
authorized by Sections 2, 3, and 4 of this Resolution, and
all substitute bonds exchanged therefor, and all other
substitute and replacement bonds issued pursuant to this
Resolution, and the term "Bond" means any of the Bonds.



The terms "Interest of The University of Texas Sys-
tem" and "Interest" in the Available University Fund mean
The University of Texas System's two-thirds interest in
the Available University Fund as apportioned and provided
in the amendment to Section 18, Article VII of the Texas
Constitution adopted by vote of the people of Texas on
November 6, 1984.

The terms "Permanent University Fund", "Permanent
Fund", and "Fund" used interchangeably herein mean the
Permanent University Fund as created, established, imple-
mented, and administered pursuant to Article VII, Sections
10, 11, 1la, 15, and 18 of the Texas Constitution, as
amended, and further implemented by the provisions of
Chapter 66, Texas Education Code.

The term "Principal and Interest Requirements" means,
with respect to any fiscal year of The University of Texas
System, the amounts of principal of and interest on the
Bonds and all Additional Parity Bonds and Notes scheduled
to be paid in such fiscal year from the Interest of The
University of Texas System in the Available University
Fund. If the rate or rates of interest to be borne by any
Additional Bonds or Notes is not fixed, but is variable or
adjustable by any formula, agreement, or otherwise, and
therefcre 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 Additional Bonds or Notes shall be deemed to bear
interest at all times to maturity or due date at the
lesser of (i) the maximum rate then permitted by law or
(ii) the maximum rate specified in such Additional Bonds
or Notes.

The term "Resolution” means this resolution authoriz-
ing the Bonds.

‘ (b) The Board officially finds and determines that the
cost value of investments and other assets of the Permanent
University Fund (exclusive of real estate) is now in excess of
$2,316,874,000.

Section 2. AMOUNT, PURPOSE, AND DESIGNATION OF THE BONDS.
The bond or bonds of the Issuer are hereby authorized to be
issued and delivered in the aggregate principal amount of
$345,970,000 FOR THE PURPOSE OF PROVIDING FUNDS TO REFUND PER-
MANENT UNIVERSITY FUND BONDS OF THE BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM, NOW OUTSTANDING IN THE AGGREGATE
PRINCIPAL AMOUNT OF $384,065,000. Each bond issued pursuant to
this Resolution shall be designated: "BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND REFUNDING
BOND, SERIES 1985", and initially there shall be issued, scld,
and delivered hereunder a single fully registered bond, without
interest coupons, payable in installments of principal (the
"Initial Bond"), but the Initial Bond may be assigned and
transferred and/or converted into and exchanged for a like
aggregate principal amount of fully registered bonds, without
interest coupens, having serial maturities, and in the denomi-
nation or denominations of $5,000 or any integral multiple of
$5,000, all in the manner hereinafter provided.

Section 3. DATE, DENOMINATION, NUMBER, MATURITIES, INI-
TIAL REGISTERED OWNER, AND CHARACTERISTICS OF THE INITIAL BOND.

(a) The Initial Bond is hereby authorized to be issued,
sold, and delivered hereunder as a single fully registered



bond, without interest coupons, dated OCTOBER 15, 1985, in the
denomination and aggregate principal amount of $345,970,000,

numbered R-1, payable in annual installments of principal to

the initial registered owner thereof, to-wit:

MORGAN GUARANTY TRUST COMPANY OF NEW YORK,
NEW YORK, NEW YORK,

or to the registered assignee or assignees of said Initial Bond
or any porticn or portions thereof (in each case, the "regis-
tered owner"), with the annual installments of principal of the
Initial Bond to be payable on the dates, respectively, and in
the principal amounts, respectively, stated in the FORM OF
INITIAL BOND set forth in this Resoclution.

(b) The Initial Bond (i) may and shall be prepaid or re-
deemed prior to the respective scheduled due dates of install-
ments of principal thereof, (ii) may be assigned and trans-
ferred, (iii) may be converted and exchanged for other Bonds,
(iv) shall have the characteristics, and (v) shall be signed
and sealed, and the principal of and interest on the Initial
Bond shall be payable, all as provided, and in the manner re-
guired or indicated, in the FORM OF INITIAL BOND set forth in
this Resclution.

Section 4. INTEREST. The unpaid principal balance of the
Initial Bond shall bear interest from the date of the Initial
Bond to the respective scheduled due dates, or to the respec-
tive dates of prepayment or redemption, of the installments of
principal of the Initial Bond, and said interest shall be pay-
able, all in the manner provided and at the rates and on the
dates stated in the FORM OF INITIAI. BOND set forth in this Res-
oluticn.

Section 5. FORM OF INITIAL BOND. The form of the Initial
Bond, including the form of Registration Certificate of the
Comptrolier of Public Accounts of the State of Texas to be
printed and endorsed on the Initial Bond, shall be substantial-
ly as follows:




NO. R-1

UNITED STATES OF AMERICA

STATE QOF TEXAS
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BOND

SERIES 1985

$345,970,000

The BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
(the "Issuer"), being an agency and political subdivision of
the State of Texas, hereby promises to pay to

MORGAN GUARANTY TRUST COMPANY OF NEW YORK,
NEW YORK, NEW YORK,

or to the registered assignee or assignees of this Bond or any
portion or portions hereof
owner") the aggregate principal amount of

$345,970,000

(in each case,

the

"registered

(THREE HUNDRED FORTY FIVE MILLION NINE HUNDRED SEVENTY THOUSAND DOLLARS)

in 'installments of principal due and payable on JULY 1 in each

of the years, and in the respective principal amounts,

forth in the folliowing schedule:

Principal
Amount

$ 5,925,000
12,625,000
10,320,000
8,895,00¢C
7,420,000
7,920,000
8,475,000
9,085,000
9,775,000
10,520,000

Year

1986
1987
1988
1989
1990
1991
19892
1993
1994
1995

and to pay interest,
composed of twelve 30-day months,

is the date of this Bond,
ment of principal,

Principal

Amount

$11,330,000
12,220,000

13,215,000
14,315,000
15,515,000
24,815,000
33,395,000

% % X kk
Fhkkk

130,195,000

Year

1996
1597
1998
1999
2000
2001
2002

2005

as set

calculated on the basis of a 360-day year

respectively,

unpaid, at the rates as follows:

5.25% per
5.75% per
.25% per
.70% per
.00% per
.30% per
.60% per
.75% per
.90% per
.05% per
.20% per
.40% per
.55% per
.70% per
.80% per
.90% per
.90% per
* %k %k

* ok kK

9.00% per
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from OCTORER 15,
on the balance of each such install-

1985,

which

from time to time remaining

installment due
installment due
installment due
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2000
2001
2002

2005



with said interest being payable on JULY 1, 1986, apd sem;—
annually on each JANUARY 1 and JULY 1 thereafter while this
Bond or any portion hereof is outstanding and unpaid.

THE INSTALLMENTS OF PRINCIPAL OF AND THE INTEREST ON this
Bond are payable in lawful money of the United States of Ameri-
ca, without exchange or collection charges. The installments
of principal and the interest on this Bond are payable to the
registered owner hereof through the services of MBANK AUSTIN,
NATIONAL ASSOCIATION, AUSTIN, TEXAS, which is the "Paying
Agent/Registrar"™ for this Bond. Payment of all principal of
and interest on this Bond shall be made by the Paying
Agent/Registrar to the registered owner herecf on each princi-
pal and/or interest payment date by check or draft, dated as of
such date, drawn by the Paying Agent/Registrar on, and payable
solely from, funds of the Issuer required by the resolution
authorizing the issuance of this Bond (the "Bond Resolution")
to be on deposit with the Paying Agent/Registrar for such pur-
pose as hereinafter provided; and such check or draft shall be
sent by the Paying Agent/Registrar by United States mail,
first-class postage prepaid, on each principal and/or 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 such date (the "Record Date") on the
Registration Books kept by the Paying Agent/Registrar, as here-
inafter described. 1In addition, interest may be paid by such

other method acceptable to the Paying Agent/Registrar, re-
guested by, and at the risk and expense of, the registered
owner hereof. The Issuer covenants with the registered owner
of this Bond that prior to each principal and/or interest pay-
ment date for this Bond it will make available to the Paying
Agent/Registrar, from the "Interest and Sinking Fund", as de-
fined and described in the Bond Resclution (the "Interest and
Sinking Fund"), the amounts required@ to provide for the pay-
ment, in immediately available funds, of all principal of and
interest on this Bond, when due.

IF THE DATE for the payment of the principal of or inter-
est on this Bond shall be a Saturday, Sunday, a legal holiday,
or a day on which banking institutions in the city where the
Paying Agent/Registrar is located are authorized by law or ex-
ecutive order to close, then the date for such payment shall be
the next succeeding day which i1s not such a Saturday, Sunday,
legal holiday, or day on which banking institutions are au-
thorized to close; and payment on such date shall have the same
force and effect as if made on the original date payment was
due.

THIS BOND has been authorized FOR THE PURPOSE OF PROVIDING
FUNDS TO REFUND PERMANENT UNIVERSITY FUND BONDS OF THE BOARD OF
REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM, NOW OUTSTANDING IN
THE AGGREGATE PRINCIPAL AMOUNT OF £384,065,000.

ON JULY 1, 1995, or on any interest payment date there-
after, the unpaid installments of principal of this Bond may be
prepaid or redeemed prior to their scheduled due dates, at the
option of the Issuer, with funds derived from any available
source, as a wheole, or in part, and, if in part, the particular
pertion of this Bond to be prepaid or redeemed shall be select~-
ed and designated by the Issuer (provided that a portion of
this Bond may be redeemed only in an integral multiple of
$5,000), at a prepayment or redemption price egual to the par
or principal amount thereof and accrued interest tc the date
fixed for prepayment or redemption.

ON JULY 1, 2003, and on July 1, 2004, the installment of
principal of this Bond which is due and payable on July 1,
2005, 1is subject to mandatory sinking fund prepayment or



redemption prior to its scheduled due date, and shall be pre-
paid or redeemed by the Issuer, in part, prior to its.
scheduled due date, with money from the Interest and Sinking
Fund, at a prepayment or redemption price equal to the princi-
pal amount thereof and accrued interest to the date of prepay-
ment or redemption, on the dates, and in the principal amounts,
respectively, as set fecrth in the following schedule:

Prepayment or Redemption

Dates Principal Amcunts
JULY 1, 2003 $36,325,000
JULY 1, 2004 $44,925,000

AT LEAST 30 days prior to the date fixed for any such pre-
payment or redemption a written notice of such prepayment or
redemption shall be mailed by the Paying Agent/Registrar to the
registered owner hereof. By the date fixed for any such pre-
payment or redemption due provision shall be made by the Issuer
with the Paying Agent/Registrar for the payment of the required
prepayment or redemption price for this Bond or the portion
hereof which is to be so prepaid or redeemed, plus accrued in-
terest thereon to the date fixed for prepayment or redemption.
If such written notice of prepayment or redemption is given,
and if due provision for such payment is made, all as provided
above, this Bond, or the portion thereof which is to be so pre-
paid or redeemed, thereby automatically shall be treated as
prepaid or redeemed prior to its scheduled due date, and shall
not bear interest after the date fixed for its prepayment or
redemption, and shall not be regarded as being outstanding ex-
cept for the right of the registered owner to receive the pre-
payment or redemption price plus accrued interest to the date
fixed for prepayment or redemption from the Paying Agent/Regis-
trar out of the funds provided for such payment. The Paying
Agent/Registrar shall record in the Registration Books all such
prepayments or redemptions of principal of this Bond or any
portion hereof,

THIS BOND, to the extent of the unpaid or unredeemed prin-
cipal balance hereof, or any unpaid and unredeemed portion
hereof in any integral multiple of 55,000, may be assigned by
the initial registered owner hereof and shall be transferred
only in the Registration Books of the Issuer kept by the Payving
Agent/Registrar acting in the capacity of registrar for the
Bonds, upon the terms and conditions set forth in the Bond Res-
olution, Among other regquirements for such transfer, this Bond
must be presented and surrendered to the Paying Agent/ Regis-
trar for cancellation, together with proper instruments of
assignment, in form and with guarantee of signatures satisfac-
tory to the Paying Agent/Registrar, evidencing assignment by
the initial registered owner of this Bond, or any portion or
portions hereof in any integral multiple of $5,000, to the
assignee or assignees in whose name or names this Bond or any
such portion or portions hereof is or are to be transferred and
registered. Any instrument or instruments of assignment satis-
factory to the Paying Agent/Registrar may be used to evidence
the assignment of this Bond or any such portion or portions
hereof by the 1initial registered owner 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 initial registered owner as tc any portion of this
. Bond which is not being assigned and transferred by the initial
registered owner, shall be delivered by the Paying Agent/Regis-
trar in conversion of and exchange for this Bond or any portion



or portions hereof, but solely in the form and manner as pro-
vided in the next paragraph hereof for the conversion and ex-
change of this Bond or any portion hereof. The registered
owner of this Bond shall be deemed and treated by the Issuer
and the Paying Agent/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 Issuer and the
Paying Agent/Registrar shall not be affected by any notice to
the contrary.

AS PROVIDED above and in the Bond Resolution, this Bond,
to the extent of the unpaid or unredeemed principal balance
hereof, may be converted intc and exchanged for a like aggre-
gate principal amount of fully registered bonds, without inter-
est coupons, payable to the assignee or assignees duly desig-
nated in writing by the initial registered owner hereof, or tc
the initial registered owner as to any portion of this Bond
which is not being assigned and transferred by the initial reg-
istered owner, in any denomination or denominations in any in-
tegral multiple of $5,000 (subject to the requirement herein-
after stated that each substitute bond issued in exchange for
any portion of this Bond shall have a single stated principal
maturity date), upon surrender of this Bond to the Paying
Agent/Registrar for cancellation, all in accordance with the
form and procedures set forth in the Bond Resolution. If this
Bond or any portion herecf is assigned and transferred or con-
verted each bond issued in exchange for any portion hereof
shall have a single stated principal maturity date correspond-
ing to the due date of the installment ot principal of this
Bond or portion herecof for which the substitute bond is being
exchanged, and shall bear interest at the rate applicable to
and borne by such installment of principal or portion thereof.
Such bonds, respectively, shall be subject to redemption prior
to maturity on the same dates and for the same prices as the
corresponding installment of principal of this Bond or portion
hereof .for which they are being exchanged. No such bond shall
be payable in installments, but shall have only one stated
principal maturity date. AS PROVIDED IN THE BOND RESOLUTION,
THIS BOND IN ITS PRESENT FORM MAY BE ASSIGNED AND TRANSFERRED
OR CONVERTED ONCE ONLY, and to one or more assignees, but the
bonds issued and delivered in exchange for this Bond or any
portion herecof may be assigned and transferred, and converted,
subsequently, as provided in the Bond Resclution. The Issuer
shall pay the Paying Agent/Registrar's fees and charges, if
any, for transferring, cconverting and exchanging this Bond or
any portion thereof, but the one requesting such transfer, con-
version, and exchange shall pay any taxes or governmental
charges required to be paid with respect thereto. The Paying
Agent/Registrar shall not be reguired to make any such assign-
ment, conversion, or exchange (i) during the period commencing
with the close ©f business on any Record Date and ending with
the opening of business on the next following principal or in-
terest payment date, or, (ii} with respect to any Bond or por-
tion therecf called for prepayment or redemption prior to matu-
rity, within 45 days prior to its prepayment or redemption
date.

IN THE EVENT any Paying Agent/Registrar for this Bond is
changed by the Issuer, resigns, or otherwise ceases to act as
such, the Issuer has covenanted in the Bond Resclution that it
promptly will appeocint a competent and legally gualified sub-
stitute therefor, and promptly will cause written notice there-
of to be mailed to the registered owner of this Bond.

IT 1S HEREBY certified, recited, and covenanted that this
Bond has been duly and validly authorized, issued, sold, and
delivered; that all acts, conditions, and things regquired or
proper to be performed, exist, and be done precedent to or in



the authorization, issuance, and delivery of this Bond have
been performed, existed, and been done in accordance with law;
and that the interest on and principal of this Bond are secured
by and payable from a first lien on and pledge of the "Interest
of The University of Texas System” in the "Available University
Fund", as such terms are defined in the Bond Resolution, all.in
accordance with Section 18, Article VII, of the Texas Consti-
tution and other applicable laws. '

THE ISSUER has reserved the right, subject to the restric-
ticns referred to in the Bond Resolution, (i) to issue Addi-
tional Parity Bonds and Notes which alsc may be secured by and
made payable from a first lien on and pledge of the aforesaid
Interest of The University of Texas System in the Available
University Fund, in the same manner and to the same extent as
this Bond, and (ii) to amend the Bond Resolution with the ap-
proval of the owners of 51% in principal amount of all out-
standing bonds and notes which are secured by and payable from
a first lien on and pledge of the aforesaid Interest of The
University of Texas System in the Available University Fund.

THE REGISTERED OWNER hereof shall never have the right to
demand payment of this Bond or the interest hereon out of any
funds raised or tc be raised by taxation or from any source
whatsoever other than specified in the Bond Resolution.

BY BECOMING the registered owner of this Bond, the regis-
tered owner thereby acknowledges all of the terms and provi-
sions of the Bond Resolution, agrees to be bound by such terms
and provisiocons, acknowledges that the Bond Resolution is duly
recorded and avallable for inspecticon in the official minutes
and records of the Issuer, and agrees that the terms and provi-
sions of this Bond and the Bond Resolution constitute a con-
tract between the registered owner hereoft and the Issuer.

IN WITNESS WHEREOF, the Issuer has caused this Bond to be
signed with the manual signature of the Chairman of the Issuer
and countersigned with the manual signature of the Executive
Secretary of the Issuer, has caused the official seal of the
Issuer to be duly impressed on this Bond, and has caused this
Bond to be dated OCTOBER 15, 1885.

Executive Secretary, Board of Chairman, Beard of Regents of
Regents of The University of The University of Texas System
Texas System

(BOARD
SEAL)

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

I hereby certify that this Bond has been examined, certi-
fied as to validity, and approved by the Attorney General of
the State of Texas, and that this Bond has been registered by
the Comptroller of Public Accounts of the State of Texas.

Witness my signature and seal this

Comptroller of Public Accounts
of the State of Texas

(COMPTROLLER'S SEAL)



Section 6. ADDITIONAL CHARACTERISTICS OF THE BONDS.

(a) Registration and Transfer. The Issuer shall keep oOr
cause to be kept at the principal corporate trust office of
MBANK AUSTIN, NATIONAL ASSOCIATION, AUSTIN, TEXAS (the "Paying
Agent/Registrar") books or recerds of the registration and
transfer of the Bonds (the "Registration Books"), and the
Issuer hereby appoints the Paying Agent/Registrar as its regis-
trar and transfer agent to keep such books or records and make
such transfers and registrations under such reasonable regula-
tions as the Issuer and Paying Agent/Registrar may prescribe;
and the Paying Agent/Registrar shall make such transfers and
registrations as herein provided. The Paying Agent/Registrar
shall obtain and record in the Registration Books the address
of the registered owner of each Bond to which payments with
respect to the Bonds shall be mailed, as herein provided; but
it shall be the duty of each registered owner to notify the
Paying Agent/Registrar in writing of the address to which pay-
ments shall be mailed, and such interest payments shall not be
mailed unless such notice has been given. The Issuer shall
have the right to inspect the Registration Books during regular
business hours of the Paying Agent/Registrar, but otherwise the
Paying Agent/Registrar shall keep the Registration Books confi-
dential and, unless otherwise reguired by law, shall not permit
their inspection by any other entity. Registration of each
Bond may be transferred in the Registration Books only upon
presentation and surrender of such Bond to the Paying Agent/-
Registrar tor transfer of registration and cancellation, to-
gether with proper written instruments of assignment, in form
and with guarantee of signatures satisfactory to the Paying
Agent/Registrar, evidencing (i) the assignment of the Bond, or
any portion therecof in any integral multiple of §$5,000, to the
assignee or assignees thereof, and (ii) the right of such as-
signee or assignees to have the Bond or any such portion there-
of registered in the name of such assignee or assignees. Upon
the assignment and transfer of any Bond or any portion thereof,
a new substitute Bond or Bonds shall ke issued in conversion
and exchange therefor in the manner herein provided. The Ini-
tial Bond, to the extent of the unpaid or unredeemed principal
balance thereof, may be assigned and transferred by the initial
registered owner thereof once only, and to one or more assign-
ees designated in writing by the initial registered owner
thereof. All Bonds issued and delivered in conversion of and
exchange for the Initial Bond shall be in any denomination or
denominations of any integral multiple of $5,000 (subject to
the requirement hereinafter stated that each substitute Bond
shall have a single stated principal maturity date), shall be
in the form prescribed in the FORM OF SUBSTITUTE BOND set forth
in this Resolution, and shall have the characteristics, and may
be assigned, transferred, and converted as hereinafter pro-
vided. If the Initial Bond or any portion thereof is assigned
and transferred or converted the Initial Bond must be surren-
dered to the Paying Agent/Registrar for cancellation, and each
Bond issued in exchange for any portion of the Initial Bond
‘shall have a single stated principal maturity date, and shall
not be payable in installments; and each such Bond shall have a
principal maturity date corresponding to the due date of the
installment of principal or portion therecf for which the sub-
stitute Bond is being exchanged; and each such Bond shall bear
interest at the single rate applicable to and borne by such
installiment of principal or portion therecof for which it is
kring exchanged. If only a portion of the Initial Bond is as-
signed and transferred, there shall be delivered to and regis-
tered in the name of the initial registered owner substitute
Bonds in exchange for the unassigned balance of the Initial
Bond in the same manner as if the initial registered owner were
the assignee thereof. If any Bond or portion thereof other




than the Initial Bond is assigned and transferred or converted
each Bond issued in exchange therefor shall have the same prin-
cipal maturity date and bear interest at the same rate as the
Bond for which it is exchanged. A form of assignment shall be
printed or endorsed on each Bond, excepting the Initial Bond,
which shall be executed by the registered owner or its duly _
authorized attorney or representative to evidence an assignment
thereof. Upon surrender of any Bonds or any portion or por-
tions thereof for transfer of registration, an authorized rep-
resentative of the Paying Agent/Registrar shall make such
transfer in the Registration Books, and shall deliver a new
fully registered substitute Bond or Bonds, having the charac-
teristics herein described, payable to such assignee or assign-
ees (which then will be the registered owner or owners of such
new Bond or Bonds), or to the previous registered owner in case
only a portion of a Bond is being assigned and transferred, all
in conversion of and exchange for saild assigned Bond or Bonds
or any portion or portions thereof, in the same form and man-
ner, and with the same effect, as provided in Section 6(d),
below, for the conversion and exchange of Bonds by any regis-
tered owner of a Bond. The Issuer shall pay the Paying

- Agent/Registrar's fees and charges, if any, for making such
transfer and delivery of a substitute Bond or Bonds, but the
one reguesting such transfer shall pay any taxes or other
governmental charges required to be paid with respect thereto.
The Paying Agent/Registrar shall not be reguired to make trans-
fers of registration of any Bond or any portion thereof (i)
during the period commencing with the cleose of business on any
Record Pate and ending with the opening of business on the next
foliowing principal or interest payment date, or, (ii) with re-
spect to any Bond or any porticon therecf called for redemption
prior to maturity, within 45 days pricor to its redemption date.

(b} Ownership of Bonds. The entity in whose name any

Bond shall be registered in the Registration Books at any time
shall be deemed and treated as the absolute owner thereof for
all purposes of this Resclution, whether or not such Bond shall
be overdue, and the Issuer and the Paying Agent/Registrar shsall
not be affected by any notice to the contrary; and payment of,
or on account of, the principal of, premium, if any, and inter-
est on any such Bond shall be made only to such registered own-
er. All such payments shall be valid and effectual to satisfy
and discharge the liability upon such Bond to the extent of the
sum or sums so paid.

(c) Payment of Bonds and Interest. The Issuer hereby
further appoints the Paying Agent/Registrar to act as the pay-
ing agent for paying the principal of and interest on the
Bonds, and to act as its agent to convert and exchange or re-
place Bonds, all as provided in this Resolution. The Paying
Agent/Registrar shall keep proper records of all payments made
by the Issuer and the Paying Agent/Registrar with respect to
the Bonds, and of all conversicns and exchanges of Bonds, and
all replacements of Bonds, as provided in this Resolution.

{d) Conversion and Exchange or Replacement; Authentica-
tion. Each Bond issued and deilivered pursuant to this Resoclu-
tion, to the extent of the unpaid or unredeemed principal bal-
ance or principal amount thereof, may, upon surrender of such
Bond at the principal corporate trust office of the Paying
Agent/Registrar, together with a written request theretor &uly
executed by the registered owner or the assignee or assignees
thereof, or its or their duly authorized attorneys or represen-
tatives, with guarantee of signatures satisfactory to the Pay-
ing Agent/Registrar, may, at the option of the registered owner
or such assignee Or assignees, as appropriate, be converted
"into and exchanged for fully registered bonds, without interest
coupons, in the form prescribed in the FORM QF SUBSTITUTE BOND
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set forth in this Resolution, in the denomination of $5,000, or
any integral multiple of $5,000 (subject to the requirement
hereinafter stated that each substitute Bond shall have a sin-
gle stated maturity date), as requested in writing by such reg-
istered owner or such assignee or assignees, in an aggregate
principal amount equal to the unpaid or unredeemed principal
balance or principal amount of any Bond or Bonds so surren-
dered, and payable to the appropriate registered owner, assign-
ee, or assignees, as the case may be. If the Initial Bond is
assigned and transferred or converted each substitute Bond
issued in exchange for any portion of the Initial Bond shall
have a single stated principal maturity date, and shall not be
payable in installments; and each such Bond shall have a prin-
cipal maturity date corresponding to the due date of the in-
stallment of principal or portion thereof for which the sub-
stitute Bond 1s being exchanged; and each such Bond shall bear
interest at the single rate applicable to and borne by such
installment of principal or portion therecof for which it is
being exchanged., If a portion of any Bond (other than the Ini-
tial Bond) shall be redeemed prior to its scheduled maturity as
provided herein, a substitute Bond or Bonds having the same
maturity date, bearing interest at the same rate, in the denom-
ination or denominations of any integral multiple of $5,000 at
the request of the registered owner, and in aggregate principal
amount equal to the unredeemed portion thereof, will be issued
to the registered owner upon surrender thereof for cancella-
tion. If any Bond or portion thereof (other than the Initial
Bond) is assigned and transferred or converted, each Bond is-
sued in exchange therefor shall have the same principal maturi-
ty date and bear interest at the same rate as the Bond for
which it is being exchanged. Each substitute Bond shall bear a
letter and/or number to distinguish it from each other Bond.
The Paying Agent/Registrar shall convert and exchange or re-
place Bonds as provided herein, and each fully registered bond
delivered in conversion of and exchange for or replacement of
any Bond or portion thereof as permitted or required by any
provision of this Resolution shall constitute one of the Bonds
for all purposes of this Resolution, and may again be converted
and exchanged or replaced. It is specifically provided that
any Bond authenticated in conversion of and exchange for or
replacement of another Bond on or prior to the first scheduled
Record Date for the Initial Bond shall bear interest from the
date of the Initial Bond, but each substitute Bond so authenti-
cated after such first scheduled Record Date shall bear inter-
est from the interest payment date next preceding the date on
which such substitute Bond was so authenticated, unless such
Bond is authenticated after any Record Date but on or before
the next following interest payment date, in which case it
shall bear interest from such next following interest payment
date; provided, however, that if at the time of delivery of any
substitute Bond the interest on the Bond 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. THE INITIAL BOND issued and delivered pursuant
to this Resolution is not required to be, and shall not be,
authenticated by the Paying Agent/Registrar, but on each sub-
stitute Bond issued in conversion of and exchange for or re-
placement of any Bond or Bonds issued under this Resolution
there shall be printed a certificate, in the form substantially
as follows:

"PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

It is hereby certified that this Bond has been issued
under the provisions of the Bond Resolution described in this
Bond; and that this Bond has been issued in conversion of and
exchange for or replacement of a bond, bonds, or a portion of a
bond or bonds of an issue which originally was approved by the
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Attorney General of the State of Texas and registered by the
Comptroller of Public Accounts of the State of Texas.

MBANK AUSTIN, NATIONAL ASSOCIATION
AUSTIN, TEXAS
Paying Agent/Registrar

Dated

Authorized Representative"

An authorized representative of the Paying Agent/Registrar
shall, before the delivery of any such Bond, date and manually
sign the above Certificate, and no such Bond shall be deemed to
be issued or outstanding unless such Certificate is so execut-
ed. The Paying Agent/Registrar promptly shall cancel all Bonds
surrendered for conversion and exchange or replacement. No
additional ordinances, orders, or resolutions need be passed or
adopted by the governing body of the Issuer or any other body
or person so as to accomplish the foregoing conversion and ex-
change or replacement of any Bond or portion thereof, and the
Paying Agent/Registrar shall provide for the printing, execu-
tion, and delivery of the substitute Bonds in the manner pre-
scribed herein, and said Bonds shall be of type composition
printed on paper with lithographed or steel engraved borders of
customary weight and strength. Pursuant to Vernon's Ann. Tex.
Civ. St. Art. 717k-6, and particularly Section 6 thereof, the
duty of conversion and exchange or replacement of Bonds as
aforesaid is hereby imposed upon the Paying Agent/Registrar,
and, upon the execution of the above Paying Agent/Registrar's
Authentication Certificate, the converted and exchanged or re-
placed Bond shall be valid, incontestable, and enforceable in
the same manner and with the same effect as the Initial Bond
which originally was issued pursuant to this Resolution, ap-
proved by the Attorney General, and registered by the Comptrol-
ler of Public Accounts. The Issuer shall pay the Paying Agent/
Registrar's fees and charges, if any, for transferring, con-
verting and exchanging any Bond or any portion therecf, but the
one requesting any such transfer, conversion, and exchange
shall pay any taxes or governmental charges required to be paid
with respect thereto as a condition precedent to the exercise
of such privilege of conversion and exchange. The Paying
Agent/Registrar shall not be required to make any such conver-
sion and exchange or replacement of Bonds or any portion there-
of (i) during the period commencing with the close of business
on any Record Date and ending with the opening of business on
the next following principal or interest payment date, or, (ii)
with respect to any Bond or portion thereof called for redemp-
tion prior to maturity, within 45 days prior to its redemption
date.

{e) 1In General. All Bonds issued in conversion and ex-
change or replacement of any other Bond or portion thereof, (i)
shall be issued in fully registered form, without interest cou-
pons, with the principal of and interest on such Bonds to be
payable only to the registered owners therecf, (ii) may and
shall be redeemed prior to their scheduled maturities, {(iii)
may be transferred and assigned, (iv) may be converted and ex~-
changed for other Bonds, (v) shall have the characteristics,
(vi) shall be signed and sealed, and (vii) the principal of and
interest on the Bonds shall be payable, all as provided, and in
the manner required or indicated, in the FORM OF SUBSTITUTE
BOKD set forth in this Resclution.

(f) Payment of Fees and Charges. The Issuer hereby cove-
nants with the registered owners of the Bonds that it will (i)
pay the fees and charges, if any, of the Paying Agent/Registrar
for its services with respect to the payment of the principal
0of and interest on the Bonds, when due, and (ii) pay the fees
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and charges, if any, of the Paying Agent/Registrar for services
with respect to the transfer of registration of Bonds, and with
respect to the conversion and exchange of Bonds solely to the
extent above provided in this Resolution.

(g) Substitute Paying Agent/Registrar. The Issuer cove-
nants with the registered owners of the Bonds that at all times
while the Bonds are outstanding the Issuer will provide a com-
petent and legally gqualified bank, trust company, financial
institution, or other agency to act as and perform the services
of Paying Agent/Registrar for the Bonds under this Resolution,
and that the Paying Agent/Registrar will be one entity. The
Issuer reserves the right to, and may, at its option, change
the Paying Agent/Registrar upon not less than 120 days written
notice to the Paying Agent/Registrar, to be effective not later
than 60 days prior to the next principal or interest payment
date after such notice. In the event that the entity at any
time acting as Paying Agent/Registrar (or its successor by
merger, acguisition, or other method} should resign or other-
wise cease to act as such, the Issuer covenants that promptly
it will appcint a competent and legally gqualified bank, trust
company, financial institution, or other agency to act as Pay-
ing Agent/Registrar under this Resolution. Upon any change in
the Paying Agent/Registrar, the previous Paying Agent/Registrar
promptly shall transfer and deliver the Registration Books (or
a copy thereof), along with all other pertinent books and
records relating to the Bonds, to the new Paying Agent/Regis-
trar designated and appeointed by the Issuer. Upon any change
in the Paying Agent/Registrar, the Issuer promptly will cause a
written notice thereof to be sent by the new Paying Agent/Reg-
istrar to each registered owner of the Bonds, by United States
mail, first-class postage prepaid, which notice also shall give
the address of the new Paying Agent/Registrar. By accepting
the position and performing as such, each Paying Agent/Regis-
trar shall be deemed to have agreed to the provisions of this
Resclution, and a certified copy of this Resolution shall be
delivered to each Paying Agent/Registrar.

Secticn 7. FORM OF SUBSTITUTE BONDS. The form of all
Bonds issued in conversion and exchange or replacement of any
other Bond or portion thereof, including the form of Paying
Agent/Registrar's Certificate to be printed on each of such
Bonds, and the Form of Assignment to be printed on each of the
Bonds, shall be, respectively, substantially as follows, with
such appropriate variations, omissions, or insertions as are
permitted or required by this Resolution.

FORM OF SUESTITUTE BOND

NO. UNITED STATES OF AMERICA PRINCIPAL AMOUNT
STATE OF TEXAS $
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BOND
SERIES 1985

INTEREST RATE MATURITY DATE CUSIP NO.

%

ON THE MATURITY DATE specified above the BOARD OF REGENTS
OF THE UNIVERSITY OF TEXAS SYSTEM (the "Issuer"), being an
agency and political subdivision of the State of Texas, hereby
promises to pay to '
the registered assignee hereof {either being hereinafter called
the "registered owner") the principal amount of
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and to pay interest thereon, calculated on
the basis of a 360-day year composed of twelve 30-day months,
from OCTOBER 15, 1985, 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 JULY
1, 1986, and semiannually on each JANUARY 1 and JULY 1 there-
atter, except that if the date of authentication of this Bond
is later than JUNE 15, 1986, 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 sur-
render of this Bond at maturity or upon the date fixed for its
redemption prior to maturity, at the principal corporate trust
office of MBANK AUSTIN, NATIONAL ASSOCIATION, AUSTIN, TEXAS,
which is the "Paying Agent/Registrar" for this Bond. The pay-
ment of interest on this Bond shall be made by the Paying
Agent/Registrar to the registered owner hereof on each interest
payment date by check or draft, dated as of such interest pay-
ment date, drawn by the Paying Agent/Registrar on, and payable
solely from, funds of the Issuer required by the resolution
authorizing the issuance of the Bonds (the "Bond Resolution")
to be on deposit with the Paying Agent/Registrar for such pur-
pose as hereinafter provided; and such check or draft shall be
sent by the Paying Agent/Registrar by United States mail,
tirst-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 Regis-
tration Books kept by the Paying Agent/Registrar, as herein-
after described. In addition, interest may be paid by such
other method acceptable to the Paying Agent/Registrar, re-
quested 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 principal corporate trust coffice of
the Paying Agent/Registrar upon presentation and surrender of
this Bond for redemption and payment at the principal corporate
trust office of the Paying Agent/Registrar. The Issuer cove-
nants with the registered owner of this Bond that on or before
each principal payment date, interest payment date, and accrued
interest payment date for this Bond it will make available to
the Paying Agent/Registrar, from the "Interest and Sinking
Fund" created by 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.

IF THE DATE for the payment of the principal of or inter-
est on this Bond shall be a Saturday, Sunday, a legal holiday,
or a day on which banking institutions in the City where the
Paying Agent/Registrar is located are authorized by law or ex-
ecutive order to close, then the date for such payment shall be
the next succeeding day which is not such a Saturday, Sunday,
legal holiday, or day on which banking institutions are author-
ized to close; and payment on such date shall have the same
force and effect as if made on the original date payment was
due.

THIS BOND is one of an issue of Bonds initially dated

OCTOBER 15, 1985, authorized in the principal amount of
$345,970,000, FOR THE PURPOSE OF PROVIDING FUNDS TO REFUND
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PERMANENT UNIVERSITY FUND BONDS OF THE BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM, NOW OUTSTANDING IN THE AGGREGATE

PRINCIPAL AMOUNT OF $384,065,000.

ON JULY 1, 1995, or on any interest payment date there-
after, the Bonds of this Series may be redeemed prior to their
scheduled maturities, at the option of the Issuer, with funds
derived from any available and lawful source, as a whole, or in
part, and, if in part, the particular Bonds, or portions
therecf, to be redeemed shall be selected and designated by the
Issuer (provided that a portion of a Bond may be redeemed only
in an integral multiple of $5,000), at a redemption price equal
to the par or principal amount thereof and accrued interest to
the date fixed for redemption.

ON JULY 1, 2003, and on July 1, 2004, the Bonds of this
issue scheduled to mature on July 1, 2005, are subject to man-
datory sinking fund redemption prior to their scheduled matur-
ity and shall be redeemed by the Issuer, in part, prior to
their scheduled maturity, with the particular Bonds or portions
thereocf to be redeemed to be selected and designated by the
Issuer (provided that a portion of a Bond may be redeemed only
in an integral multiple of $5,000}, with money from the Inter-
est and Sinking Fund, at a redemption price equal to the par or
principal amount thereof and accrued interest to the date of
redemption, on the dates, and in the principal amounts, respec-
tively, as set forth in the following schedule:

Redemption Dates Principal Amounts
JULY 1, 2003 $36,325,000
JULY 1, 2004 $44,925,000

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 opticn
of the Issuer, by the principal amount of any Bonds scheduled
to mature on July 1, 2005, which, at least 45 days prior to the
mandatory sinking fund redemption date, (1) shall have been
acquired by the Issuer and delivered to the Paying Agent/Regis-
trar for cancellédtion, or (2) shall have been acquired and
cancelled by the Paying Agent/Registrar at the direction of the
Issuer, with funds from the Interest and Sinking Fund, in
either case at a price not exceeding the par or principal
amount of such Bonds and accrued interest to the date of
purchase thereof,

AT LEAST 30 days prior to the date fixed for any redemp-
tion of Bonds or portions thereof prior to maturity a written
notice of such redemption shall be published once in a finan-
cial publication, journal, or report of general circulation
among Securities dealers in The City of New York, New York (in-~
¢luding, but not limited to, The Bond Buyer and 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 Paying Agent/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 its address as it appeared on the
45th day prior to such redemption date; provided, however, that
the failure to send, mail, or receive such notice, or any de-
fect therein or in the sending or mailing therecf, 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 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 there-
of. By the date fixed for any such redemption due provision
shall be made with the Paying Agent/Registrar for the payment
of the regquired redemption price for the Bonds or portions
thereof which are to be so redeemed, plus accrued interest
thereon to the date fixed for redemption. If such written no-
tice of redemption is published and if due provision for such
payment is made, all as provided above, the Bonds or portions
thereof which are to be so redeemed thereby automatically shall
be treated as redeemed prior to theilr scheduled maturities, and
they shall not bear interest after the date fixed for redemp-
tion, and they shall not be regarded as being outstanding ex-
cept for the right of the registered owner to receive the re-
demption price plus accrued interest from the Paying Agent/
Registrar out of the funds provided for such payment. If a
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, at the written request of the registered
owner, and in aggregate principal amount equal to the unre-
deemed portion thereof, will be issued to the registered owner
upon the surrender thereof for cancellation, at the expense of
the Issuer, all as provided in the Bond Resclution.

THIS BOND OR ANY PORTION OR PORTIONS HEREQF IN ANY INTE-
GRAIL, MULTIPLE OF $5,000 may be assigned and shall be trans-
ferred only in the Registration Books of the Issuer kept by the
Paying Agent/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
Paying Agent/Registrar, together with proper instruments of
assignment, in form and with guarantee of signatures satisfac-
tory to the Paying Agent/Registrar, evidencing assignment of
this Bond or any portion or portions hereof in any integral
multiple of $5,000 to the assignee or assignees in whose name
or names this Bond or any such portion or portions hereof is or
are to be transferred and registered. The form of Assignment
printed or endorsed on this Bond shall be executed by the reg-
istered owner or its duly authorized attorney or representa-
tive,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 cf 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 Paying Agent/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 Issuer shall pay the Paying Agent/Registrar's tees
and charges, if any, for making such transfer, but the ocne re-
questing such transfer shall pay any taxes or other governmen-
tal charges required to be paid with respect thereto. The Pay-
ing Agent/Registrar shall not be required to make transfers of
registration of this Bond or any portion hereof (i) during the
period commencing with the close of business on any Record Date
and ending with the opening of business on the next following
principal or interest payment date, or, (ii) with respect to
any Bond or any portion thereof called for redemption prior to
maturity, within 45 days prior to its redemption date. The
registered owner of this Bond shall be deemed and treated by
the Issuer and the Paying Agent/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
Issuer and the Paying Agent/Registrar shall not be affected by
any notice to the contrary.
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ALL BONDS OF THIS SERIES are issuable solely as fully reg-
istered bonds, without interest coupons, in the denomination of
any integral multiple of §$5,000. As provided in the Bond Reso-
lution, this Bond, or any unreéedeemed portion hereof, may, at
the request of the registered owner or the assignee or assign-
ees hereof, be converted into and exchanged for 'a like aggre-
gate principal amount of fully registered bonds, without inter-
est coupons, payable to the appropriate registered owner, as-
signee, or assignees, as the case may be, having the same matu-
rity date, and bearing interest at the same rate, in any denom-
ination or denominaticns in any integral multiple of $5,000 as
requested in writing by the appropriate registered owner,
assignee, or assignees, as the case may be, upon surrender of
this Bond to the Paying Agent/Registrar for cancellation, all
in accordance with the form and procedures set forth in the
Bond Resolution. The 1Issuer shall pay the Paying
Agent/Registrar's standard or customary fees and charges for
transterring, converting, and exchanging any Bond or any por-
tion thereof, but the one requesting such transfer, conversion,
and exchange shall pay any taxes or governmental charges re-
guired to be paid with respect thereto as a condition precedent
to the exercise of such privilege of conversion and exchange.
The Paying Agent/Registrar shall not be required to make any
such conversion and exchange (i) during the period commencing
with the close of business on any Record Date and ending with
the opening of business on the next following principal or in-
terest payment date, or, (ii) with respect to any Bond or por-
tion thereof called for redemption prior to maturity, within 45
days prior to its redemption date.

IN THE EVENT any Paying Agent/Registrar for the Bonds is
changed by the Issuer, resigns, or otherwise ceases to act as
such, the Issuer has covenanted in the Bond Rescluticon that it
promptly will appoint a competent and legally qualified substi-
tute therefor, and promptly will cause written notice thereof
to be mailed to the registered owners of the Bonds.

IT IS HEREBY certified, recited, and covenanted that this
Bond has been duly and validly authorized, issued, and deliv-
ered; that all acts, conditions, and things required or proper
to be performed, exist, and be done precedent to or in the au-
thorization, issuance, and delivery of this Bond have been per-
formed, existed, and been done in accordance with law; and that
the interest on and principal of this Bond, and other Bonds of
this Series, are equally and ratably secured by and payable
from a first- -lien on and pledge of the "Interest of The
University of Texas System" in the "Available University Fund",
as such terms are defined in the Bond Resolution, all in accor-
dance with Section 18, Article VII of the Texas Constitution
and other applicabkle laws.

THE ISSUER has reserved the right, subject to the restric-
tions referred tc in the Bond Resolution, (i) to issue addi-
tional Parity Bonds and Notes which also may be secured by and
made payable from a first lien on and pledge cof the aforesaid
Interest of The University of Texas System in the Available
University Fund, in the same manner and to the same extent as
this Bond, and (ii) to amend the Bond Resoluticn with the ap-
proval of the owners of 51% in principal amount of all eout-
standing bonds and notes which are secured by and payable from
a first lien on and pledge of the aforesaid Interest of The
University of Texas System in the Available University Fund.

THE REGISTERED OWNER hereof shall never have the right to
demand payment of this Bond or the interest hereon out of any
funds raised or to be raised by taxation or from any scurce
whatsoever other than specified in the Bond Resolution.
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BY BECOMING the registered owner of this Bond, the regis-
tered owner thereby acknowledges all of the terms and provi-
sions of the Bond Resolution, agrees to be bound by such terms
and provisions, acknowledges that the Bond Resolution is duly
recorded and available for inspection in the official minutes
and records of the Issuer, and agrees that the terms and provi-
sions of this Bond and the Bond Resolution constitute a con-
tract between each registered owner hereof and the Issuer.

IN WITNESS WHEREOF, the Issuer has caused this Bond to be
signed with the facsimile signature of the Chairman of the
Issuer and countersigned with the facsimile signature of the
Executive Secretary of the Issuer, and has caused the official
seal of the Issuer to be duly impressed, or placed in fac-
simile, on this Bond.

(facsimile signature) (facsimile signature)
Executive Secretary, Board of Chairman, Board of Regents of
Regents of The University of The University of Texas System

Texas System
(BOARD SEAL)

FORM OF PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

It is hereby certified that this Bond has been issued un-
der the provisions of the Bond Resolution described in this
Bond; and that this Bond has been issued in conversion of and
exchange for or replacement of a bond, bonds, or a portion of a
bond or bonds of an issue which originally was approved by the
Attorney General of the State of Texas and registered by the
Comptreller of Public Accounts of the State of Texas.

MBANK AUSTIN, NATIONAL ASS0OCIATION,
AUSTIN, TEXAS
Paying Agent/Registrar

Dated

Authorized Representative

FORM OF ASSIGRNMENT:

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned registered owner of
this Bond, or duly authorized representative or attorney there-
of, hereby assigns this Bond to

/ /

(Assignee's Social (print or typewrite Assignee's name and
Security or Taxpayer address, including zip code)
Identification Number)

and hereby irrevocably constitutes and appoints

attorney to transter the registration of this Bond on the
Paying Agent/Registrar's Registration Books with full power of
substitution in the premises.
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Dated:

Signature Guaranteed:

NOTICE: This signature must be Registered Owner
guaranteed by a member of the NOTICE: This signature must
New York Stock Exchange or a correspond with the name of
commercial bank or trust the Registered Owner appear-
company . ing on the face of this Bond.

Section 8. SECURITY AND PLEDGE. Pursuant to the provi-
sions of the Amendment to Section 18 of Article VII of the
Texas Constitution, approved by vote of the people of Texas on
November 6, 1984, all of the Bonds, and any Additional Parity
Bonds and Notes hereafter issued, and the interest thereon,
shall be and are hereby equally and ratably secured by and pay-
able from a first lien on and pledge of the Interest ot The
University of Texas System in the Available University Fund.

Section 9. PAYMENT OF BONDS AND ADDITIONAL PARITY BONDS

AND NOTES. (a) The Comptroller of Public Accounts of the
State of Texas previously has established and shall maintain in
the State Treasury a fund to be known as "Board of Regents of
The University of Texas System Permanent University Fund Bonds
Interest and Sinking Fund" (herein called the "Interest and
Sinking Fund"). The Board and the officers of The University
of Texas System shall cause the Comptroller of Public Accounts
of the State of Texas (i) to transfer to the Interest and Sink-
ing Fund, out of The University of Texas System Available Uni-
versity Fund (the fund in the State Treasury to which is depos-
ited the Interest of The University of Texas System in the
Available University Fund), on or before each date upon which
principal of or interest on the Bonds and the Additional Parity
Bonds and Notes, when issued, is due and payable, and whether
by reason of maturity or optional or mandatory redemption prior
to maturity, and (ii) to withdraw from the Interest and Sinking
Fund, and deposit with the Paying Agent/Registrar on or bhefore
each such date, the amounts of interest or principal and inter-
est which will come due on the Bonds and Additional Parity
Bonds and Notes on each such date, and in such manner that such
amounts, in immediately available funds, will be on deposit
with the Paying Agent/Registrar at least by each such date.

(b} When Additional Parity Bonds or Notes are issued pur-
suant to the provisions of this Resolution, the Board, the.
officers of The University of Texas System, and the Comptroller
of Public Accounts, shall follow substantially the same proce-
dures as provided above in connection with paying the principal
of and interest on such Additional Parity Bonds or Notes when
due; provided, however, that other and different banks or
places of payment (paying agents) and/or Paying Agent/Regis-
trars and dates and methods of payment and other procedures not
in conflict with this Resolution may be named and provided for
in connection with each issue of Additional Parity Bonds or
Notes. 1In the event that any such Additicnal Parity Bonds or
Notes are made optional or redeemable prior to maturity, the
resolution or resolutions authorizing the issuance of such 2Ad-
ditional Parity Bonds or Notes shall prescribe the appropriate
procedures for redeeming same.

Section 10. DISPOSITION OF FUNDS. After provision has
been made for the payment of the principal of and interest on
the Bonds and any Additional Parity Bonds and Notes, when
issued, the balance of the Interest of The University of Texas
System in the Available University Fund each year shall be made
available to the Board in the manner provided by law and by
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regulations of the Board to be used by said Board as it may
lawfully direct.

Section 11. COVENANTS. The Beoard covenants and agrees as
follows:

{(a) That while the Bonds or any Additional Parity Bonds
or Notes are outstanding and unpaid the Board will maintain and
invest and keep invested the Permanent University Fund in a
prudent manner and as required by law.

(b} That the Board will restrict expenditures for admin-
istering the Permanent University Fund (administrative ex-
penses} to a minimum consistent with prudent business judgment.

{c} That the Board will duly and punctually pay oxr cause
to be paid the principal of every Bond and every Additional
Parity Bond and Note, when issued, and the interest thereon,
from the sources, on the days, at the places, and in the manner
mentioned and provided in such obligations, according to the
true intent and meaning thereof, and that it will duly cause to
be called for redemption prior to maturity, and will cause to
be redeemed prior to maturity, all Bonds and all Additional
Parity Bonds and Notes, when issued, which by their terms are
mandaterily required to be redeemed prior to maturity, when and
as so required, and that it will faithfully do and perform and
at all times fully observe all covenants, undertakings and pro-
visions contained in this Resolution and in the aforesaid obli-
gations.

(d) That, except for the Bonds and the Additional Parity
Bonds and Notes, and the interest therecon, the Board will not
at any time create or allow to accrue or exist any lien or
charge upon the Fund or the Interest of The University of Texas
System in the Available University Fund, unless such lien or
charge is made junior and subordinate in all respects to the
liens, pledges, and covenants in connection with the Bonds and
any Additional Parity Bonds and Notes but the right to issue
junior and subordinate lien obligations payable from such In-
terest is specifically reserved by the Board; and that the lien
created by this Resolution will not be impaired in any manner
as a result of any action or non-action on the part of the
Board or ofticers of The University of Texas System, and the
Board will, subject to the provisions hereof, continuously pre-
serve the Fund and each and every part thereof.

(e} That proper books of records and accounts will be
kept in which true, full, and correct entries will be made of
all income, expenses, and transactions of and in relation to
the Fund and each and every part thereof in accordance with
accepted accounting practices. 2As socon after the close of each
fiscal year (September 1 to August 31, inclusive) as may rea-
sonably be done the Board will furnish to all bondholders and
owners who may so request, full audits and reports by the State
Auditor of Texas for the preceding fiscal year, showing the
income to the Fund, the amount realized from investments of the
Fund, total sums accruing to The University of Texas System as
the Interest of The University of Texas System in the Available
University Fund, the cost of administering the Fund, the amount
actually paid as principal ©¢f and interest on the Bonds and
Additional Parity Bonds and Notes, when issued, and the amount
made available to the Board as available funds under Section 10
of this Rescluticn.

(f) That on February 14, 1985, the Board adopted a reso-
lution with the following caption:
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"RESOLUTION MAKING COVENANTS AS TO THE INVESTMENT OF THE
PERMANENT UNIVERSITY FUND IN CONNECTION WITH PERMANENT
UNIVERSITY FUND BONDS AND NOTES AND COVENANTING TO MAKE
PROMPT TRANSFER OF INCOME TO THE TEXAS A&M UNIVERSITY
SYSTEM OF ITS PART OF THE INCOME FROM THE PERMANENT UNI-
VERSITY FUND"

and the Board recognizes and acknowledges that the owners and
holders of certain bcnds payable from income from the Permanent
University Fund which heretofore have been, and hereaiter may
be, issued by the Board of Regents of The Texas A&M University
System are and will be legally entitled to rely on the provi-
sions of said resolution until and unless such obligations are
refunded or retired in such manner as to permit a change in
said provisions; and it is hereby covenanted that the Board
will comply with the provisions and covenants of said resoclu-
tion so long as required to avoid impairing or adversely af-
fecting the legal rights of the owners and hclders of any bonds
payable from income from the Permanent University Fund issued
at any time by the Board of Regents of The Texas A&M University
System who are entitled to rely thereon. The owners and
holders of the Bonds and Additional Parity Bonds and Notes,
when issued, shall not be entitled to rely on the provisions
and covenants of said resolution, and shall be entitled to rely
only on the provisions and covenants of this Resolution,

Section 12. ADDITIONAL PARITY BONDS AND NOTES. The Board
reserves the right and shall have full power at any time and
from time to time, to authcrize, issue, and deliver Additiocnal
Parity Bonds and/or Additional Parity Notes, in as many sepa-
rate installments or series as deemed advisable by the Board
but only for the purposes and to the extent provided in the
Amendment to Section 18, Article VII, of the Texas Constitu-
tion, adopted by vote of the people of Texas on November 6,
1984, or in any Amendment hereafter made to said Section 18,
Article VII, of the Texas Constitution, or for refunding pur-
poses as provided by law. Such Additional Parity Bonds and
Notes, when isgsued, and the interest thereon, shall be egually
and ratably secured by and payable from a first lien on and
pledge cf the Interest of The University of Texas System in the
Available University Fund, in the same manner and to the same
extent as are the Bonds issued pursuant to this Resolution, and
the Bonds and the Additional Parity Bonds and Notes, when
issued, and the interest thereon, shall be on a parity and in
all respects of equal dignity. It is further covenanted that
no installment or series of Additional Parity Bonds ox Notes
shall be issued and delivered unless the Executive Vice
Chancellor for Asset Management of The University of Texas
System, or some other cfficer of The University of Texas System
designated by the Board executes:

(a) a certificate to the effect that for the fiscal
year 1mmediately preceding the date of said certificate
the amount of the Interest of The University of Texas
System in the Available University Fund was at least 1-1/2
times the average annual Principal and Interest Require-
ments of the installment or series of Additional Parity
Bonds or Notes then propeosed to be issued and all then
outstanding Bonds and Additional Parity Bonds and Notes
which will be outstanding after the issuance and delivery
of said proposed installment or series.

(b) a certiticate to the effect that the total prin-
cipal amount of (i) all Bonds and Additional Parity Bonds
and Notes and (ii) all other obligations of the Board
which are secured by and payable from a lien on and pledge
of the Interest of The University of Texas System in the
Available University Fund, that will be outstanding after
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the issuance and delivery of the installment or series of
Additional Parity Bonds or Notes then proposed to be
issued will not exceed 20% cof the cost value of invest-
ments and other assets of the Permanent University Fund
{exclusive of real estate) at the time the proposed series
or installment of Additional Parity Bonds or Notes is
issued.

Section 13, INDIVIDUALS NOT LIABLE. All covenants, stip-
ulations, obligations, and agreements of the Board contained in
this Resclution shall be deemed to be covenants, stipulations,
obligations, and agreements of The University cf Texas System
and the Board to the full extent authorized or permitted by the
Constituticn and laws of the State of Texas. No covenant,
stipulation, obligation, or agreement herein contained shall be
deemed tc be a covenant, stipulation, obligation, or agreement
of any member of the Board or agent or employee of the Board in
his individual capacity and neither the members of the Board
nor any officer thereof shall be liable personally on the Bonds
or Additional Parity Bonds or Notes when issued, or be subject
to any personal liability or accountability by reason of the
issuance thereof.

Section 14. REMEDIES. Any owner or holder of any of the
Bonds or Additional Parity Bonds or Notes, when issued, in the
event of default in connection with any covenant contained
herein, or default in the payment of said obligations, or of
any interest due thereon, shall have the right to institute
mandamus proceedings against the Board or any other necessary
or appropriate party for the purpose of enforcing payment from
the moneys herein pledged or for enforcing any covenant herein
contained.

Section 15. DEFEASANCE OF BONDS. (a) Any Bond and the
interest thereon shall be deemed to be paid, retired, and no
longer outstanding (a "Deteased Bond") within the meaning of
this Resolution, except to the extent provided in subsection
(d) of this Section, when the payment of all principal and in-
terest payable with respect to such Bond to the due date or
dates thereof {(whether such due date or dates be by reason of
maturity, upon redemption, or otherwise) either (i) shall have
been made or caused to be made in accordance with the terms
thereof (including the giving of any regquired notice of redemp-
tion), or (ii) shall have been provided for on or before such
-due date by irrevocably depositing with or making available to
the Paying Agent/Registrar for such payment (1) lawful money of
the United States of America sufficient to make such payment or
(2) Government Obligations which mature as to principal and
interest in such amounts and at such times as will insure the
availability, without reinvestment, of sufficient money to pro-
vide for such payment or (3) any combination of (1) and (2)
above, and when proper arrangements have been made by the
Issuer with the Paying Agent/Registrar for the payment of its
services until after all Defeased Bonds shall have become due
and payable. At such time as a Bond shall be deemed to be a
Defeased Bond hereunder, as aforesaid, such Bond and the inter-
est thereon shall no longer be secured by, payable from, or
entitled to the benefits of, the Interest of The University of
Texas System in the Available University Fund, and such princi-
pal and interest shall be payable solely from such money or
Government Obligations, and shall not be regarded as outstand-
ing for the purposes of Section 12 hereof or any other purpose.

{b) Any moneys so deposited with or made available to the
Paying Agent/Registrar may at the written direction of the
Issuer also be invested in Government Obligations, maturing in
the amounts and times as hereinbefore set forth, and all income
from such Government Cbligations received by the Paying Agent/
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Registrar which is not required for the payment of the Bonds
and interest thereon, with respect to which such money has been
so deposited, shall be turned over to the Issuer, or deposited
as directed in writing by the Issuer.

(c) The term "Government Obligations" as used in this
Section, shall mean 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 obligaticns such
as its State and Local Government Series, which may be in
boock-entry form.

{(d) Until all Defeased Bonds shall have become due and
payable, the Paying Agent/Registrar shall perform the services
of Paying Agent/Registrar for such Defeased Bonds the same as
if they had not been defeased, and the Issuer shall make proper
arrangements to provide and pay for such services as required
by this Resolution.

Section 16. DAMAGED, MUTILATED, LOST, STOLEN, OR DE-
STROYED BONDS. (a) Replacement Bonds. 1In the event any out-
standing Bond is damaged, mutilated, lost, stolen, or de-
stroyed, the Paying Agent/Registrar shall cause to be printed,
executed, and delivered, a new bond of the same principail
amount or maturity amount, maturity, and interest rate, as the
damaged, mutilated, lost, stolen, or destroyed Bond, in re-
placement for such Bond in the manner hereinafter provided.

(b) Application for Replacement Bonds. Application for
replacement of damaged, mutilated, lost, stolen, or destroyed
Bonds shall be made to the Paying Agent/Registrar. In every
case of leoss, theft, or destruction of a Bond, the applicant
for a replacement bond shall furnish to the Issuer and to the
Paying Agent/Registrar such security or indemnity as may be
regquired by them to save each of them harmless from any loss or
damage with respect thereto. Also, in every case of loss,
theft, or destruction of a Bond, the applicant shall furnish to
the Issuer and to the Paying Agent/Registrar evidence to their
satisfaction of the loss, theft, or destruction of such Bond,
as the case may be. In every case of damage or mutilation of a
Bond, the applicant shall surrender to the Paying Agent/Regis-
trar for cancellation the Bond so damaged or mutilated.

(¢} Payment in Lieu of Replacement. Notwithstanding the
- foregoing provisions of this Section, in the event any such
Bond shall have matured, and no default has occurred which is
then continuing in the payment of the principal of, redemption
premium, if any, or interest on the Bond, the Issuer may au-
thorize the payment of the same (without surrender thereof ex-
cept in the case of a damaged or mutilated Bond) instead of
issuing a replacement Bond, provided security or indemnity is
furnished as above provided in this Section.

(d) Charge for Issuing Replacement Bonds. Prior to the
issuance of any replacement bond, the Paying Agent/Registrar
shall charge the owner of such Bond with all legal, printing,
and other expenses in connection therewith. Every replacement
bond issued pursuant to the provisions of this Section by vir-
tue of the fact that any Bond is lost, stolen, or destroyed
shall constitute a contractual obligation of the Issuer whether
or not the lost, steolen, or destroyed Bond shall be found at
any time, or be enforceable by anyone, and shall be entitled to
all the benefits of this Resolution equally and proportionately
with any and all other Bonds duly issued under this Resolution.

(e) Authority for Issuing Replacement Bonds. In accor-
dance with Section 6 of Vernon's Ann. Tex. Civ. St. Art.
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717k-6, this Section of this Resolution shall constitute au-
thority for the issuance of any such replacement bond without
necessity of further action by the governing body of the Issuer
or any other body or person, and the duty of the replacement of
such bonds is hereby authorized and imposed upon the Paying
Agent/Registrar, and the Paying Agent/Registrar shall authen-
ticate and deliver such Bonds in the form and manner and with
the effect, as provided in Section 6(d) of this Resolution for
Bonds issued in conversion and exchange for other Bonds.

Section 17. AMENDMENT OF RESOLUTION. {a) The owners of
Bonds and Additional Parity Bonds and Notes (hereinafter in
this Section collectively called "Bonds and Additional Bonds")
aggregating 51% in principal amount of the aggregate principal
amount of then ocutstanding Bonds and Additional Bonds shall
have the right from time to time to approve any amendment to
any resolution authorizing the issuance of Bonds or Additional
Bonds which may be deemed necessary or desirable by the Issuer,
provided, however, that nothing herein contained shall permit
or be construed to permit, without the approval of the owners
of all of the outstanding Bonds and Additional Bonds, the
amendment of the terms and conditions in said resolutions or in
the Bonds or Additional Bonds s0 as to:

{1) Make any change in the maturity of the outstanding
Bonds or Additional Bonds;

{2) Reduce the rate ot interest borne by any of the
outstanding Bonds or Additional Bonds;

(3) Reduce the amount of the principal payable on the
outstanding Bonds or Additional Bonds;

(4) Modify the terms of payment cof principal of or
interest on the ocutstanding Bonds or Additional
Bonds, or impose any conditions with respect
to such payment;

(5) Affect the rights of the owners of less than all of
the Bonds and Additional Bonds then outstanding;

(6) Change the minimum percentage of the principal amount
of Bonds and Additional Bonds necessary for consent
to such amendment.

(b) If &t any time the Issuer shall desire to amend a
resolution under this Section, the Issuer shall cause notice of
the proposed amendment to be published in a financial newspaper
or journal published in The City of New York, New York, once
during each calendar week for at least two successive calendar
weeks, Such notice shall briefly set forth the nature of the
proposed amendment and shall state that a copy therecf is on
file at the principal office of each Paying Agent/Registrar for
the Bonds and Additional Bonds for inspection by all owners of
Bonds and Additional Bonds. Such publication is .not required,
however, it notice in writing is given to each owner of Bonds
and Additional Bonds.

{c) Whenever at any time not less than thirty days, and
within one year, from the date of the first publication of said
notice or other service of written notice of the proposed
amendment the Issuer shall receive an instrument or instruments
executed by the owners of at least 51% in aggregate principal
amount of all Bonds and Additional Bonds then outstanding,
which instrument or instruments shall refer to the proposed
amendment described in said notice and which specifically con-
sent to and approve such amendment in substantially the form of
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the copy thereof on file as aforesaid, the Issuer may adopt the
amendatory resolution in substantially the same form.

(d) Upon the adoption of any amendatory resolution pur-
suant to the provisions of this Section, the resolution being
amended shall be deemed to be amended in accordance with the
amendatory resolution, and the respective rights, duties, and
obligations of the Issuer and all the owners of then outstand-
ing Bonds and Additional Bonds and all future Additional Bonds
shall thereafter be determined, exercised, and enforced here-
under, subject in all respects to such amendment.

{e) Any consent given by the owner of a Bond or Addition-
al Bond pursuant to the provisions of this Section shall be
irrevocable for a period of six months from the date of the
first publication or other service of the notice provided for
in this Section, and shall be conclusive and binding upon all
future owners of the same Bond or Additional Bond during such
period. Such consent may be revoked at any time after six
months from the date of the first publication of such notice by
the owner who gave such consent, or by a successor in title, by
filing notice thereof with the Paying Agent/Registrar for such
Bonds and Additional Bonds and the Issuer, but such revocation
shall not be effective if the owners of 51% in aggregate prin-
cipai amount of the then outstanding Bonds and Additicnal Bonds
as in this Section defined have, prior to the attempted revoca-
tion, consented to and approved the amendment.

(f) For the purpose of this Section the ownership and
other matters relating to all Bonds and Additional Bonds shall
be determined from the registration books kept for such bonds
by the Paying Agent/Registrar therefor.

Section 18. NC ARBITRAGE. The Issuer covenants to and
with the registered owners of the Bonds that it will make no
use of the proceeds of the Bonds at any time throughout the
term of this issue of Bonds which, if such use had been reason-
ably expected on the date of delivery of the Bonds to and pay-
ment for the Bonds by the purchasers, would cause the Bonds to
be arbitrage bonds within the meaning of Section 103(c) of the
Internal Revenue Code of 1954, as amended, or any regulations
or rulings pertaining thereto; and by this covenant the Issuer
is obligated to comply with the requirements of the aforesaid
Section 103 (c) and all applicable and pertinent Department of
the Treasury .regulations relating to arbitrage bonds. The
Issuer further covenants that the proceeds of the Bonds will
not otherwise be used directly or indirectly, nor will the
Board take any other action, so as to cause all or any part of
the Bonds to be or become arbitrage bonds within the meaning of
the aforesaid Section 103(c), or any regulations or rulings
pertaining thereto.

Section 19, CUSTODY, APPROVAL, AND REGISTRATION OQOF
INITIAL BOND; BOND COUNSEL'S OPINION, AND CUSIP NUMBERS. The
Chairman of the Issuer is hereby authorized to have control of
the Initial Bond issued hereunder and all necessary records and
proceedings pertaining to the Initial Bond pending its delivery
and investigation, examination, and approval by the Attorney
General of the State of Texas, and its registration by the
Comptroller of Public Accounts of the State of Texas. Upon
registration of the Initial Bond said Comptroller of Public
Accounts {or a deputy designated in writing to act for said
. Comptroller) shall manually sign the Comptroller's Registration
Certificate on the Initial Bond, and the seal of said
Comptroller shall be impressed, or placed in facsimile, on the
Initial Bond. The approving legal opinion of the Issuer's Bond
Counsel and the assigned CUSIP numbers may, at the option of
the Issuer, be printed on the Initial Bond or on any Bond
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issued and delivered in conversion ot and exchange or replace-
ment of any Bond, but neither shall have any legal effect, and

shall be solely for the convenience and information of the reg-

istered owners of the Bond.

Section 20. SALE OF INITIAL BOND, The Initial Bond is
hereby scld and shall be delivered to Morgan Guaranty Trust
Company of New York, New York, New York, and Associates, in
accordance with law and pursuant to a Bond Purchase Contract in
form and substance submitted at this meeting and dated the date
of this meeting. The Chairman of the Issuer is hereby auth-
orized and directed to execute said Bond Purchase Contract on
behalf of the Issuer. It is hereby found and determined by the
Board that the price and terms for the sale of the Initial Bond
as set forth in said Bond Purchase Contract are the most advan-
tageous reasconably obtainable.

Section 21. OFFICIAL STATEMENT. An Official Statement
dated the date of this meeting has been prepared in connection
‘with the sale of the Initial Bond and the Bonds, in the form
and substance submitted at this meeting. Said Official State-
ment and any supplement or addenda thereto have been and are
hereby approved, and their use in the offer and sale of the
Bonds is hereby approved. It is further officially found, de-
termined, and declared that the statements and representations
contained in said Official Statement are true and correct in
all material respects, to the best knowledge and belief of the
Issuer. The distribution and use of the Preliminary Official
Statement dated October 18, 1885, prior to the date hereof is
hereby ratified and confirmed.

Section 22. REFUNDING OF OUTSTANDING BONDS. That con-
currently with the delivery of the Initial Bond the Issuer
shall deposit with InterFirst Bank Dallas, N.A., Dallas, Texas,
as Escrow Agent, an amcunt from the proceeds from the sale of
the Initial Bond sufficient, together with other available
amounts, to refund all of the outstanding Permanent University
Fund Bonds cf the Board of Regents of the University of Texas .
System described in the preamble to this Resolution, and in
accordance with Section 7A of Vernon's Ann. Tex. St. Article
717k, as amended, and the applicable sections of Vernon's Ann.
Tex. Civ. S5t. Article 717gq. By resolution of the Issuer of
even date herewith the Issuer has authorized the execution of
an appropriate Escrow Agreement to accomplish such purpose. It
is hereby found and determined (i} that the refunding of such
outstanding bonds is advisable and necessary in order to re-
structure the debt service requirements and procedures of the
Issuer, and to remove and alter certain excessively restrictive
covenants with respect to the investment of the Permanent Uni-
versity Fund and the issuance of additional parity bonds and
notes; and (ii) that the debt service reguirements on the Bonds
on a present value basis will be less than those on the afore-
said outstanding bonds.

Section 23. FURTHER PROCEDURES. The Chairman of the
Issuer, the Executive Secretary of the Issuer, the Executive
Vice Chancellor for Asset Management and the Manager of Debt
BAdministration of The University of Texas System, and all other
officers, employees, and agents of the Issuer, and each of
them, shall be and they are hereby expressly authorized, em-
powered, and directed from time to time and at any time to do
and perform all such acts and things and to execute, acknowl-
edge, and deliver in the name and under the seal and on behalf
of the Issuer all such instruments, whether or nct herein men-
tioned, as may be necessary or desirable in order to carry out
the terms and provisions of this Resolution, the Bonds, the
Bond Purchase Contract, the Official Statement, and the Escrow
Agreement. In case any officer whose signature appears on any
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Bond shall cease to be such officer before the delivery of such
Bond, such signature shall nevertheless be valid and sufficient
for all purpcses the same as if he or she had remained in
office until such delivery.
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CERTIFICATE FOR
RESOLUTION AUTHORIZING THE EXECUTION OF AN ESCROW AGREEMENT
RELATING TO THE REFUNDING OF BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND BONDS

THE STATE OF TEXAS :
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM :

We, the undersigned officers of the Board of Regents of The University of
Texas System, hereby certify as follows:

1. The Board of Regents of The University of Texas System convened in
SPECTAL MEETING ON THE 24TH DAY OF OCTOBER, 1985,
at the designated meeting place, and the roll was called of the duly consti-
tuted officers and members of said Board, to-wit:

Jack S. Blanton Jess Hay, Chairman
Janey Slaughter Briscoe {(Mrs. Dolph) Robert B. Baldwin IIT,
Beryl Buckley Milburn (Mrs. Malcolm) _ Vice Chairman
Tom B, Rhodes Shannon H. Ratliff,

Bill Roden Vice Chairman

Mario Yzaguirre :
Arthur H. Dilly, Executive Secretary

and all of said persons were present, except the following absentees:
, thus constituting a quorum.

Whereupon, among other business, the following was transacted at said Meeting:
a written

RESOLUTION AUTHORIZING THE EXECUTION OF AN ESCRCOW AGREEMENT

RELATTING TO THE REFUNDING OF BOARD OF REGENTS CF THE UNIVERSITY

CF TEXAS SYSTEM PERMANENT UNIVERSITY FUND BONDS
was duly introduced for the consideration of said Board and duly read. It was
then duly moved and seconded that said Resclution be adopted; and, after due
discussion, said motion, carrying with it the adoption of said Resclution,
prevailed and carried by the following vote:

AYES: All members of said Board shown
present above voted "Aye".

NOES: None.

2. That a true, full, and correct copy of the aforesaid Resolution
adopted at the Meeting described in the above and foregoing paragraph is
attached to and follows this Certificate; that said Resolution has been duly
recorded in said Board's minutes of said Meeting; that the above and foregoing
paragraph is a true, full, and correct excerpt from said Board's minutes of
sald Meeting pertaining to the adoption of said Resolution; that the persons
named in the above and foregoing paragraph are the duly chosen, qualified, and
acting officers and members of said Board as indicated therein; and that each
of the officers and members of said Board was duly and sufficiently notified
officially and personally, in advance, of the time, place, and purpose of the
aforesaid Meeting, and that said Resoclution would be introduced and considered
tor adoption at said Meeting; and that said Meeting was open to the public,
and public notice of the time, place, and purpose of said Meeting was given,
all as required by Vernon's Ann., Civ St. Article 6252-17.

SIGNED AND SEALED the 24th day of October, 1985.

- Executive Secretary Chairman

{SEAL)



RESOLUTION
AUTHORIZING THE EXECUTION OF AN ESCROW AGREEMENT RELAT-
ING TO THE REFUNDING OF BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND BONDS
WHEREAS, it is necessary and advisable that the Board of

Regents of The University of Texas System (the "Issuer") enter
intoc the escrow agreement hereinafter authorized with
InterFirst Bank Dallas, N.A., Dallas, Texas.

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

Section 1. That the Chairman and Executive Secretary of
the Issuer are authorized and directed, for and on behalf of
the Issuer, to sign, seal, and otherwise execute and deliver an
escrow agreement in substantially the form and substance
attached to this Resolution andrmade a part hereof for all
purposes.

2. That, upon its execution and delivery by the parties
thereto, said escrow agreement shall constitute a binding and
enforceable agreement of the Issuer in accordance with its

terms and provisions.



ESCROW AGREEMENT

Board of Regents of The University of Texas System Permanent
University Fund Bonds, Series 1966, Permanent University Fund
Bonds, New Series 1967, 1968, 1969, 1970, 1971, 1972, 1973,

1974, 1975, 1976, 1977, 1978, 1979, 1980, 1981, 1983, 1983-A,
and 1984, and Constitutional Amendment Permanent University

Fund Bonds, Series 1985 and 1985-A

THIS ESCROW AGREEMENT, dated as of OCTOBER 15, 1985
(herein, together with any amendments or supplements hereto,
called the "Agreement") is entered into by and between the
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM (herein
called the "Issuer") and INTERFIRST BANK DALLAS, N.A., DALLAS,
TEXAS, as escrow agent (herein, together with any successor in
such capacity, called the "Escrow Agent"). The addresses of
the Issuer and the Escrow Agent are shown on Exhibit "A"
attached hereto and made a part hereof.

WITNESSET H:

WHEREAS, the Issuer heretofore has issued, and there
presently remain outstanding, the legal obligations of the
Issuer described in Exhibit "B" attached hereto (the "Refunded
Obligations"); and ‘

WHEREAS, the Refunded Obligations are scheduled to come
due in such years, bear interest at such rates, and be payable
at such times and in such amounts as are set forth in Exhibit
"C" attached hereto and made a part hereocf; and

WHEREAS, when firm banking arrangements have been made for
the payment of all principal and interest of the Refunded '
Obligations when due, then the Refunded Obligations shall no
longer be regarded as cutstanding except for the purpose of
receiving payment from the funds provided for such purpose; and

WHEREAS, Vernon's Ann. Tex. Civ. &t. Article 717k, as
amended, authorizes the Issuer to issue refunding bonds and to
deposit the proceeds from the sale thereof, and any other
available funds or resources, directly with any place of
payment (paying agent) for any of the Refunded Obligations, and
such deposit, if made before such payment dates and in suffi-
cient amounts, shall constitute the making of firm banking and
financial arrangements for the discharge and final payment of
the Refunded Obligations; and

WHEREAS, Article 717k further authorizes the Issuer to
enter into an escrow agreement with any such paying agent for
any of the Refunded Obligations with respect to the safe-
keeping, investment, administration and disposition of any such
deposit, upon such terms and conditions as the Issuer and such
paying agent may agree, provided that such deposits may be
invested only in direct obligations of the United States of
America, including obligations the principal of and interest on
which are unconditionally gquaranteed by the United States of
America, and which may be in book entry form, and which shall
mature and/or bear interest payable at such times and in such
amounts as will be sufficient to provide for the scheduled
payment of principal and interest on the Refunded Obligations
when due; and

WHEREAS, the Escrow Agent is a place of payment (paying
agent) for some of the Refunded Obligations and this Agreement
constitutes an escrow agreement of the kind authorized and
required by said Article 717k; and



WHEREAS, Article 717k makes it the duty of the Escrow
Agent to comply with the terms of this Agreement and timely
make available to the other places of payment (paying agents)
for the Refunded Obligations the amounts required to provide
for the payment of the principal of and interest on such
obligations when due, and in accordance with their terms, but
solely trom the funds, in the manner, and to the extent pro-
" vided in this Agreement; and

WHEREAS, the issuance, sale, and delivery of Board of
Regents of The University of Texas System Permanent University
Fund Refunding Bonds, Series 1985 (the "Refunding Obligations")
have been duly authorized to be issued, sold, and delivered for
the purpose of obtaining funds required to provide for the
payment of the principal of and interest on the Refunded
Obligations when due; and

WHEREAS, the Issuer desires that, concurrently with the
delivery of the Refunding Obligations to the purchasers there-
of, certain proceeds of the Refunding Obligations, together
with certain other available funds o©of the Issuer, shall be
applied to purchase certain direct obligations of the United
States of America hereinafter defined ag the "Escrowed Securi-
tiesg" for deposit to the credit of the Escrow Fund created
pursuant to the terms of this Agreement and to establish a
beginning cash balance (if needed) in such Escrow Fund; and

WHEREAS, the Escrowed Securities shall mature and the
interest thereon shall be payable at such times and in such
amounts so as to provide moneys which, together with cash
balances from time to time on deposit in the Escrow Fund, will
be sufficient to pay interest on the Refunded Obligations as it
accrues and becomes payable and the principal of the Refunded
Obligations as it becomes due and payable; and

WHEREAS, to facilitate the receipt and transfer of pro-
ceeds of the Escrowed Securities, particularly these in book
entry form, the Issuer desires to establish the Escrow Fund at
the principal corporate trust office of the Escrow Agent; and

WHEREAS, the Escrow Agent is a party to this Agreement to
acknowledge its acceptance of the terms and provisions hereof;

NOW, THEREFORE, in consideration of the mutual undertak-
ings, promises and agreements herein contained, the sufficiency
of which hereby are acknowledged, and to secure the full and
timely payment of principal of and the interest on the Refunded
Obligations, the Issuer and the Escrow Agent mutually under-
take, promise, and agree for themselves and their respective
representatives and successors, as follows:

ARTICLE I

DEFINITIONS AND INTERPRETATIONS

Section 1.01. Definitions. Unless the context clearly
indicates otherwise, the following terms shall have the mean-
ings assigned to them below when they are used in this Agree-
ment: :

"Code" means the Internal Revenue Code of 1954, as

amended, and the rules and regulations thereunder.

"Egcrow Fund"” means the fund created by this Agreement to
be administered by the Escrow Agent pursuant to the provisions
of this Agreement.




"Escrowed Securities" means the noncallable United States
Treasury obligations described in Exhibit "D" attached to this
Agreement, or cash or other direct obligations of the United
States of America substituted therefor pursuant to Section 4.03
of this Agreement.

Section 1.02. Other Definitions. The terms "Agreement”,
"Issuer", "Escrow Agent", "Refunded Obligations", and "Refund-
ing Obligations", when they are used in this Agreement, shall
have the meanings assigned to them in the preamble to this
Agreement.

Section 1.03. Interpretations. The titles and headings
of the articles and sections of this Agreement have been
inserted for convenience and reference only and are not to be
considered a part hereof and shall not in any way modify or
restrict the terms hereof. This Agreement and all of the terms
and provisions hereof shall be liberally construed to effect-
uate the purposes set forth herein and to achieve the intended
purpose of providing for the refunding of the Refunded Obliga-
tions in accordance with applicable law.

ARTICLE II

DEPOSIT OF FUNDS AND
ESCROWED SECURITIES

Section 2.01. Deposits in the Escrow Fund. Concurrently
with the sale and delivery of the Refunding Obligations the
Issuer shall deposit, or cause to be deposited, with the Escrow
Agent, for deposit in the Escrow Fund, the funds and Escrowed
Securities described in Exhibit "D" attached hereto, and the
Escrow Agent shall, upon the receipt thereof, acknowledge such
receipt to the Issuer in writing.

ARTICLE TIIT

CREATION AND OPERATIQON OF ESCROW FUND

Section 3.01, Escrow Fund. The Escrow Agent has created
on its books a special trust fund and irrevocable escrow to be
known as the Board of Regents of The University of Texas
System Permanent University Fund Bonds, Series 1966, Permanent
University Fund Bonds New Series 1967, 1968, 1969, 1970, 1971,
1972, 1%7Y3, 1974, 1975, 197¢, 1977, 1978, 1979, 1980, 1981,
1983, 1983-A, and 1984, and Constitutional Amendment Permanent
University Fund Bonds, Series 1985 and 1985-A Escrow Fund (the
"Escrow Fund"). The Escrow Agent hereby agrees that upon
receipt thereof it will deposit to the credit of the Escrow
Fund the funds and the Escrowed Securities described in Exhibit
"D" attached hereto. Such deposit, all proceeds therefrom, and
all cash balances from time to time on deposit therein (a)
shall be the property of the Escrow Fund, (b) shall be applied
only in strict conformity with the terms and conditions of this
Agreement, and (c) are hereby irrevocably pledged to the
payment of the principal of and interest on the Refunded
Obligations, which payment shall be made by timely transfers of
such amounts at such times as are provided for in Section 3.02
hereof. When the final transfers have been made for the
payment of such principal of and interest on the Refunded
Obligations, any balance then remaining in the Escrow Fund
shall be transferred to the Issuer, and the Escrow Agent shall
thereupon be discharged from any further duties hereunder.

Section 3.02. Payment of Principal and Interest. The
Escrow Agent is hereby irrevocably instructed to transfer from
the cash balances from time to time on deposit in the Escrow
Fund, the amounts required to pay the principal of and interest




on the Refunded Obligations, when due, in the amounts and at
the times shown in Exhibit "C" attached hereto.

Section 3.03. Sufficiency of Escrow Fund. The Issuer
represents that the successive receipts of the principal of and
interest on the Escrowed Securities will assure that the cash
balance on deposit from time to time in the Escrow Fund will be
at all times sufficient to provide moneys for transfer to the
Paying Agent at the times and in the amounts required to pay
the interest on the Refunded Obligations as such interest comes
due and the principal of the Refunded Obligations as the
Refunded@ Obligations mature, all as more fully set forth in
Exhibit "E" attached hereto. If, for any reason, at any time,
the cash balances on deposit or scheduled to be on deposit in
the Escrow Fund shall be insufficient to transfer the amounts
required by each place of payment (paying agent) for the
Refunded Obligations to make the payments set forth in Section
3.02 hereof, the Issuer shall timely deposit in the Escrow
Fund, from any funds that are lawfully available therefor,
additional funds in the amounts required to make such payments.
Notice of any such insufficiency shall be given promptly as
hereinafter provided, but the Escrow Agent shall not in any
manner be responsible for any insufficiency of funds in the
Escrow Fund or the Issuer's failure to make additional deposits
thereto.

Section 3.04. Trust Fund. The Escrow Agent shall hold at
all times the Escrow Fund, the Escrowed S8Securities and all
other assets c¢f the Escrow Fund, wholly segregated from all
other funds and securities on deposit with the Escrow Agent; it
shall never allow the Escrowed Securities or any other assets
of the Escrow Fund to be commingled with any other funds or
securities of the Escrow Agent; and it shall hold and dispose
of the assets of the Escrow Fund only as set forth herein. The
Escrowed Securities and other assets of the Escrow Fund shall
always be maintained by the Escrow Agent as trust funds for the
benefit of the owners ot the Refunded Obligations; and a
special account thereof shall at all times be maintained on the
books of the Escrow Agent. The owners of the Refunded Obliga-
tions shall be entitled to the same preferred claim and first
lien upon the Escrowed Securities, the proceeds thereof, and
all other assets of the Escrow Fund to which they are entitled
as owners of the Retunded Obligations. The amounts received by
the Escrow Agent under this Agreement shall not be considered
as a banking deposit by the Issuer, and the Escrow Agent shall
have no right to title with respect thereto except as a con-
structive trustee and Escrow Agent under the terms of this
Agreement. The amounts received by the Escrow Agent under this
Agreement shall not be subject to warrants, drafts or checks
drawn by the Issuer or, except to the extent expressly herein
provided, by the Paying Agent.

Section 3.05. Security for Cash Balances. Cash balances
from time to time on deposit in the Escrow Fund shall, to the
extent not insured by the Federal Deposit Insurance Corporation
or i1ts successor, be continuously secured by a pledge of direct
obligations of, or obligations unconditionally guaranteed by,
the United States of America, having a market value at least
equal to such cash balances.

ARTICLE IV

LIMITATION ON INVESTMENTS

Section 4.01. Except for the initial investment of the
proceeds of the Refunding Obligations in the Escrowed Securi-
ties, and except as provided in Sections 4.02 and 4.03 hereof,
the Escrow Agent shall not have any power or duty to invest or




reinvest any money held hereunder, or to make substitutiong of
the Escrowed Securities, or to sell, transfer, or otherwise
dispose of the Escrowed Securities. ,

Section 4.02. Reinvestment of Certain Cash Balances in
Escrow by Escrow Agent. 1In addition to the Escrowed Securities
listed in Exhibit "D" hereto, the Escrow Agent shall reinvest
cash balances shown in Exhibit "F" attached hereto in zero (0}

interest rate United States Treasury Obligations - State and
Local Government Series to the extent such Obligations are
available from the Department of the Treasury. All such

reinvestments shall be made only from the portion of cash
balances derived from the maturing principal of and interest on
Escrowed Securities that are United States Treasury Certifi-
cates of Indebtedness, Notes, or Bonds - State and Local
Government Series. All such reinvestments shall be acquired on
and shall mature on the dates shown on Exhibit "F" attached
hereto,

~ Section 4.03. Substitution for Escrowed Securities.
Concurrently with the sale and delivery of the Refunding
Obligations, but not thereafter, the Issuer, at its option, may
substitute cash or non-interest bearing direct obligations of
the United States Treasury (i.e., Treasury obligations which
mature and are payable in a stated amount on the maturity date
thereof, and for which there are no payments other than the
payment made on the maturity date} for non-interest bearing
Escrowed Securities, if any, listed in part III of Exhibit "D"
attached hereto, but only if such cash and/or substituted
non-interest bearing direct obligations of the United States
Treasury -

{a) are in an amount, and/or mature in an amount, which,
together with any cash substituted for such obliga-
tions, is egual to or greater than the amount
payable on the maturity date of the obligation
listed in part III of Exhibit "D" for which such
obligation is substituted, and

(b) mature on or before the maturity date of the
obligation listed in part III of Exhibit "D" for
which such obligation is substituted.

If any such cash and/or obligations are so substituted for any
Escrowed Securitiesgs, the Issuer may, at any time thereafter,

substitute for such cash and/or okligations the same Escrowed
Securities for which such cash and/or obligations originally

were substituted.

Section 4.04. Allocation of Certain Escrowed Securities.
Except as provided in this Section 4.04, the maturing principal
of and interest on the Escrowed Securities may be applied to
the payment of any Refunded Obligations and no allocation or
segregation of the receipts of principal or interest from such
Escrowed Securities is required. The maturing principal of and
interest on the Escrowed Securities listed in Exhibit "G"
hereto shall be allocated and applied only to pay the Refunded
Cbligations listed on Exhibit "G" hereto.

Section 4.05. Arbitrage. The Issuer hereby covenants
and agrees that it shall never request the Escrow Agent to
exercise any power hereunder or permit any part of the money in
the Escrow Fund or proceeds from the sale of Escrowed Securi-
ties to be used directly or indirectly to acquire any securi-
ties or obligations if the exercise of such power or the
acquisition of such securities or obligations would cause any
Refunding Obligations or Refunded Obligations to be an "arbi-
trage bond” within the meaning of Section 103(c) of the Code.




ARTICLE V

APPLICATION OF CASH BALANCES

Section 5.01. In General. Except as provided in Sections
3.02, 4.02, and 4.03 hereof, no withdrawals, transfers, oOr
reinvestment shall be made of cash balances in the Escrow Fund.

ARTICLE VI

RECORDS AND REPORTS

Section 6.01., Records., The Escrow Agent will keep books
of record and account in which complete and correct entries
shall be made of all transactions relating to the receipts,
disbursements, allocations and application of the money and
Escrowed Securities deposited to the Escrow Fund and all
proceeds thereof, and such books shall be available for in-
spection at reasonable hours and under reascnable conditions by
the Issuer and the owners of the Refunded Obligations.

Section 6.,02. Reports, While this Agreement remains in
effect, the Escrow Agent annually shall prepare and send to the

"Issuer a written report summarizing all transactions relating

to the Escrow Fund during the preceding year, including,
without limitation, credits to the Escrow Fund as a result of
interest payments on or maturities of the Escrowed Securities
and transfers from the Escrow Fund for payments on the Refunded
Obligations or otherwise, together with a detailed statement of
all Escrowed Securities and the cash balance on deposit in the
Escrow Fund as of the end of such period.

ARTICLE VII

CONCERNING THE PAYING AGENTS AND ESCROW AGENT

Section 7.01. Representations. The Escrow Agent hereby
represents that it has all necessary power and authority to
enter into this Agreement and undertake the obligations and
regponsibilities imposed upon it herein, and that it will carry
out all of its obligations hereunder.

Section 7,02, Limitation on Liability. The liability of
the Escrow Agent to transfer funds for the payment c¢f the
principal of and interest on the Refunded Obligations shall be
limited to the proceeds of the Escrowed Securities and the cash
balances from time to time on deposit in the Escrow Fund.
Notwithstanding any provision contained herein to the contrary,
neither the Escrow Agent nor the Paying Agent shall have any
liability whatsocever for the insufticiency of funds from time
to time in the Escrow Fund or any failure of the obligors of
the Escrowed Securities to make timely payment thereon, except
for the obligation to notify the Issuer promptly of any such
occurrernce.

The recitals herein and in the proceedings authorizing the
Refunding Obligations shall be taken as the statements of the
Issuer and shall not be considered as made by, or imposing any
obligation or 1liability upon, the Escrow Agent. The Escrow
Agent 1s not a party to the proceedings authorizing the Refund-
ing Obligations or the Refunded Obligations and is not respon-
sible for nor bound by any of the provisions thereof (except as
a place of payment and paying agent and/or a Paying Agent/-
Registrar therefor). 1In its capacity as Escrow Agent, it is
agreed that the Escrow Agent need look only to the terms and
provisions of this Agreement.



The Escrow Agent makes no representations as to the value,
conditions or sufficiency of the Escrow Fund, or any part
thereof, or as to the title of the Issuer thereto, or as to the
security afforded thereby or hereby, and the Escrow Agent shall
not incur any liability or responsibility in respect to any of
such matters.

It is the intention of the parties hereto that the Escrow
Agent shall never be required to use or advance its own funds
or otherwise incur personal financial liability in the perfor-
mance of any of its duties or the exercise of any of its rights
and powers hereunder.

The Escrow Agent shall not be liable for any action taken
or neglected to be taken by it in good faith in any exercise of
reasonable care and believed by it to be within the discretion
or power conferred upon it by this Agreement, nor shall the
Escrow Agent be responsible 