MATERIAL SUPPORTING THE AGENDA
VOLUME XXXVIIIb
This volume contains the Material Supporting the Agenda furnished

to each member of the Board of Regents prior to the meetings held
on

February 14, 1991
March 18, 1991
April 11, 1991

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

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

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

Yellow paper - emergency items distributed at the
meeting.

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

AGENDA FOR MEETING
OF
BOARD OF REGENTS
OF
THE UNIVERSITY OF TEXAS SYSTEM

Thursday, February 14, 1991

10:30 a.m. Convene in Open Session with
recess to Executive Session
as per the agenda

Lobby (Open Session) and
Room 1.130 (Executive Session),
Commons Building, Balcones Research Center

CALL TO ORDER

WELCOME BY PRESIDENT CUNNINGHAM

APPROVAL OF MINUTES OF REGULAR MEETING HELD
DECEMBER 6, 1990

SPECIAL ITEMS

1.

U. T. Board of Regents: Adoption of Supplemental
Resolution Approving and Authorizing the Issuance
of Revenue Financing System Refunding Bonds,
Series 1991, in an Aggregate Principal Amount Not
to Exceed $300,000,000; Designation of the Execu-
tive Committee as a Pricing Commlittee to Approve
the Pricing; Appointment of McCall, Parkhurst &
Horton, Dallas, Texas, as Bond Counsel, and Baeza,
Lannen & Movye, Dallas, Texas, as Co-Bond Counsel;
Appointment of Ameritrust, Austin, Texas, as
Escrow Agent; Appointment of Ernst & Young, Tucson,

Arizona, as Escrow Verification Agent; Authoriza-
tion for the Sale of the Bonds to Goldman, Sachs &
Co., New York, New York; Authorization for Office
of Finance to Advertise for Bids; and Authoriza-
tion for Officers of U. T. System to Complete
Transactions.--

Final documents will be presented to the Board at
the meeting.

BofR-1



Approved: //( Y_j&

PROPOSED AGENDA ITEM

For Board of Regents' Meeting: February 14, 1991

Recommended Committee(s): Special Item

U. T. Board of Regents: Adoption of Amended and Restated
Master Resolution Establishing the Revenue Financing System
and the Second Supplemental Resolution Approving and
Authorizing the Issuance of Revenue Financing System Refunding
Bonds, Series 1991A-C, in an Aggregate Principal Amount Not To
Exceed $316,000,000; Designation of the Executive Committee

as a Pricing Committee to Approve the Priclng; Appoilntment

of McCall, Parkhurst & Horton, Dallas, Texas, as Bond Counsel,
and Baeza, Lannen & Moyé, Dallas, Texas, as Co-Bond Counsel;
Appointment of Ameritrust Texas, National Association, Austin,
Texas, and Morgan Guaranty Trust Company of New York, New York,

New York, as Escrow Agents; Appointment of Ernst & Young,
Tucson, Arizona, as Escrow Verification Agent; Authorization
for the Sale of the Bonds to Goldman, Sachs & Co., New York,
New York; Authorization for Office of Finance to Advertise for
Bids; and Authorization for Officers of U. T. System to
Complete Transactions.--

RECOMMENDATION

The Chancellor concurs in the recommendation of the Executive
Vice Chancellor for Asset Management that the U. T. Board of
Regents approve the following actions:

a. Adopt the Amended and Restated Master
Resolution which reserves additional rights
for the benefit of the System

b. Adopt the Second Supplemental Resolution
authorizing the issuance of Revenue Financing
System Refunding Bonds, Series 1991A-C, in the
aggregate principal amount not to exceed
$316,000,000 for the purpose of advance
refunding Board of Regents of The University
of Texas System General Revenue Refunding
Bonds, Series 1986, $191,100,000; Board of
Regents of Pan American University Auxiliary
Enterprise System Revenue Bonds, Series 1968A,
$73,000; Series 1968B, $145,000; Series 1968C,
$1,278,000; Series 1968D, $570,000; Series
1973, $715,000; Series 1977, $325,000; Board
of Regents of Pan American University
Combined Fee Revenue Bonds, Series 1971,
$665,000; Board of Regents Pan American
College Utility Plant Student Fee Revenue

Copies Supplemental Material
Office of the Board of Regents (orig. + 1 Xxc)
Xcs: Chancellor Mark

Dr. Duncan

Dr. Mullins

Mr. Patrick

Mr. Binder
Mr. Burck
Mr. Farabee

Date: 02/05/91
pkc/kdh




Bonds, Series 1968, $1,035,000; and Board of
Regents of Pan American College Student Fee
Revenue Bonds, Series 1969, $888,000 and for
the purpose of refunding $24,760,000 of

Revenue Financing System Commercial Paper,
Series A, and to provide new money of
$65,640,000 for the construction of eligible
projects; Series A will refund the General
Revenue Refunding Bonds, Series 1986; Series

B will refund the Revenue Financing System
Commercial Paper Notes and provide new money
for the construction of projects at Southwestern
Medical Center at Dallas, M. D. Anderson, and
U. T. Austin; and Series C will refund the Pan
American University Revenue Bonds (in approving
the resolution, the Board will be approving

an Official Statement, a Bond Purchase Contract,
a Paying Agent/Registrar Agreement, Escrow
Agreements, and a Depository Trust Company
Letter of Representation, all substantially in
the form set out in the exhibits of the
resolution)

C. Designation of the Executive Committee of the
U. T. Board of Regents as a Pricing Committee
to approve the pricing of the Bonds

d. Appointment of McCall, Parkhurst & Horton,
Dallas, Texas, as Bond Counsel and Baeza,
Lannen & Moyé, Dallas, Texas, as Co-Bond
Counsel

e. Appointment of Ameritrust Texas, National
Association, Austin, Texas, and Morgan
Guaranty Trust Company of New York, New York,
New York, as Escrow Agents

f. Appointment of Ernst and Young, Tucson,
Arizona, as Escrow Verification Agent

g. Authorization for the sale of the Revenue
Financing System Refunding Bonds, Series 1991,
to Goldman, Sachs & Co., New York, New York

h. Authorization for the Office of Finance to
advertise for bids for Paying Agent/Registrar
and printing of the Official Statement

i. Authorization for certain officers and
employees of the U. T. System to take any and
all steps necessary to complete the
transactions.

BACKGROUND INFORMATION

At the August 14, 1986 meeting, the Board adopted a resolution
authorizing the issuance, sale, and delivery of the General
Revenue Refunding Bonds, Series 1986. The security for the Bonds
consists of a combined pledge of specific fees and auxiliary
revenues from certain U. T. components. At the April 12, 1990
meeting, the Board adopted a Master Resolution establishing The
University of Texas System Revenue Financing System which provides
a System-wide financing structure for all non PUF revenue supported
capital improvement projects. Under the Master Resolution, the
revenue pledge is broader in that all revenues and fund balances
now or hereafter lawfully available to the Board with which to pay
debt service are pledged as security for bonds issued under this
resolution.




Due to the current favorable market, there is now an opportunity to
advance refund the General Revenue Refunding Bonds, Series 1986, by
issuing the Series A Bonds, and to achieve two results: one, a
restructuring of the debt so that all revenue debt has the same
pledge of revenues, and two, a debt service savings by refunding
the higher coupon debt with lower coupon debt.

The Series B Bonds to be issued would refund $24,760,000 of Revenue
Financing System Commercial Paper Notes, Series A and provide
$65,640,000 of new money. The commercial paper note program
provides interim financing at short-term interest rates for the
eligible projects. Since long-term interest rates are favorable,
the short-term financing is being converted to long-term financing
and the new money is being acquired through the issuance of fixed
rate long-term debt. The new money will be used to finance
$65,640,000 of construction for projects at Southwestern Medical
Center at Dallas, M. D. Anderson, and U. T. Austin.

The Series C Bonds to be issued would refund $5,694,000 of Pan
American University Revenue Bonds. By refunding the outstanding
bonds, a prior lien on the revenues of the U. T. financing system
due to the Pan American University bonds would be eliminated. 1In
addition, the refunding should result in a debt service savings.




FIRST AMENDED AND RESTATED
MASTER RESOLUTION ESTABLISHING THE UNIVERSITY OF
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FIRST AMENDED AND RESTATED
MASTER RESOLUTION ESTABLISHING THE UNIVERSITY OF
T STE \'4 CIN M

WHEREAS, the Board of Regents of The University of
Texas System, through the authorization of its Board of
Regents of The University of Texas System General Revenue
Refunding Bonds, Series 1986, established a System-wide
financing structure combining all of its institutions and
branches under one revenue financing system; and

WHEREAS, pursuant to a Master Resolution
Establishing The University of Texas System Revenue
Financing System adopted on April 12, 1990 (the "Original
Master Resolution") the Board of Regents established a
System-wide financing structure for revenue supported
indebtedness to provide reduced costs and increased
borrowing capacity to the components of the System,
additional security to the credit markets, and greater
financial flexibility to the Board of Regents; and

WHEREAS, it is now deemed necessary and desirable
to amend and restate the Original Master Resolution; and

WHEREAS, the terms used in this Resolution and not
otherwise defined shall have the meaning given in
Exhibit A to this Resolution attached hereto and made a
part hereof:;

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

Section 1. AMENDMENT AND RESTATEMENT OF MASTER
RESOLUTION; ESTABLISHMENT OF FINANCING SYSTEM AND
ISSUANCE OF PARITY DEBT. (a) The Original Master
Resolution is hereby amended and restated by this
Resolution.

(b) There is hereby established The University of
Texas System Revenue Financing System for the purpose of
providing a financing structure for revenue supported
indebtedness of components of The University of Texas
System included as Members of the Financing System. This
Resolution is intended to establish a master plan under
which revenue supported indebtedness of the Financing
System can be incurred. Each Supplement shall provide
for the authorization, issuance, sale, delivery, form,
characteristics, provisions of payment and redemption,
and security of each issue or series of Parity Debt and
any other matters related to Parity Debt not inconsistent
with the Constitution and laws of the State of Texas or
the provisions of this Resolution.




Section 2. SECURITY AND PLEDGE; (a) Pledge.
Subject to the provisions of the resolutions authorizing
Prior Encumbered Obligations, Parity Debt shall be
secured by and payable from a lien on the Pledged
Revenues, and the Board hereby assigns and pledges the
Pledged Revenues to the payment of the principal of and
interest on Parity Debt, and the Pledged Revenues are
further pledged to the establishment and maintenance of
any funds which may be provided to secure the repayment
of Parity Debt in accordance with this Resolution and any
Supplement. The Board may additionally secure Parity
Debt with one or more Credit Agreements.

(b) Additional Members. As provided in Section 7

of this Resolution, institutions which are not now
Members of the Financing System may hereafter become
Members and such institutions may, at such time, have
outstanding obligations secured by the Prior Encumbered
General Fee, the Prior Encumbered Revenues, the Prior
Encumbered Tuition Fee and/or the Prior Encumbered
Practice Plan Funds and that, therefore, the lien on and
pledge of the Pledged Revenues established pursuant to
this Resolution and effective when such institutions
become Members of the Financing System will be subject
and subordinate only to such institutions' outstanding
Prior Encumbered Obligations.

(c) Restriction on Issuance of Additional Debt on
a Parity with Prijor Encumbered Obligations. Except as
provided in Section 4(g) and while any Parity Debt is
outstanding, no additional bonds or obligations may be
issued or incurred by the Board on a parity with any
Prior Encumbered Obligations.

Section 3. RATE COVENANT: PLEDGED GENERAL FEE.
(a) Rate Covenant. 1In each Fiscal Year, the Board shall
establish, charge, and use its reasonable efforts to
collect at each Member the Pledged Tuition Fee, the
Pledged General Fee, the Pledged Practice Plan Funds (but
only to the extent that the Practice Plan Funds are
pledged to secure Parity Debt) and other rates, fees, and
charges for goods and services furnished by, and for the
use of, properties of the Financing System which, if
collected, would be sufficient to meet all financial
obligations of the Board relating to the Financing System
including all deposits or payments due on or with respect
to Outstanding Parity Debt for such Fiscal Year.

(b) Pledged General Fee. Subject to the provisions

of the resolutions authorizing Prior Encumbered
Obligations and to the other provisions of this




Resolution and any Supplement, the Board covenants and
agrees at all times to fix, levy, charge, and collect at
each Member which has students the Pledged General Fee
from each student (excepting, with respect to each series
or issue of Parity Debt, any student in a category which,
at the time of the adoption of the Supplement relating
to such Parity Debt, is exempt by law from paying fees)
enrolled at each Member, respectively, at each reqular
fall and spring semester and at each term of each summer
session, for the use and availability of such institution
or branch thereof, respectively, in such amounts, without
any limitation whatsoever, as will be at least sufficient
at all times, together with other legally available
funds, including other Pledged Revenues, to provide the
money, to make or pay the principal of, interest on, and
other payments or deposits with respect to Outstanding
Parity Debt when and as required. The Pledged General
Fee shall be adjusted, if and when permitted or required
by this Resolution or any Supplement, to provide Pledged
Revenues sufficient to make when due all payments and
deposits in connection with Outstanding Parity Debt. The
Board may fix, levy, charge, and collect the Pledged
General Fee in any manner it may determine within its
discretion, and in different amounts from students
enrolled in different Members, respectively, and in
addition it may totally suspend the collection of the
Pledged General Fee from the students enrolled in any
Member, so long as total Pledged Revenues are sufficient,
together with other legally available funds, to meet all
financial obligations of the Board relating to the
Financing System including all payments and deposits in
connection with Outstanding Parity Debt. All changes in
the Pledged General Fee shall be made by a resolution of
the Board, but such procedure shall not constitute or be
regarded as an amendment of this Resolution or any
Supplement, but merely the carrying out of the provisions
and requirements hereof. Notwithstanding the foregoing,
it is recognized that certain Members do not and will not
enroll students, and, therefore, the Board will not levy
or collect the Pledged General Fee at such Member.

(c) Annual Obligation. If, in the judgment of the

Board, any Member has been or will be unable to satisfy
its Annual Obligation, the Board shall fix, levy, charge,
and collect rates, fees, and charges for goods and
services furnished by such Member and, with respect to
Members with enrolled students, the Pledged General Fee
at such Member effective at the next succeeding regular
semester or semesters or summer term or terms, in amounts
sufficient, without limit (subject to the provisions of
(e) below), together with other legally available funds,
including other Pledged Revenues attributable to such

3




Member, to enable it to make its Annual Obligation
payments,

(d) Anticipated Deficjt. If the Board determines,

for any reason whatsoever, that there are not anticipated
to be sufficient 1legally available funds, including
Pledged Revenues, to meet all financial obligations of
the Board relating to the Financing System including the
deposits and payments due on or with respect to
Outstanding Parity Debt as the same mature or come due,
or that any Member will be unable to pay its Annual
Direct Obligation in full, then the Board shall fix,
levy, charge, and collect the Pledged General Fee at each
Member, effective at the next succeeding regular semester
or semesters or summer term or terms, in such amounts,
without any limitation whatsoever (other than as provided
in (e) below), as will be at least sufficient to provide,
together with other legally available funds, including
Pledged Revenues, the money for making when due all
financial obligations of the Board relating to the
Financing System including all payments and deposits due
on or with respect to Outstanding Parity Debt when and
as required by this Resolution or any Supplement.

(e) Economjc Effect of Adjustments. Any adjustments
in the rate of the Pledged General Fee at any of the

Members pursuant to (c) or (d) above will be based upon
a certificate and recommendation of a U.T. System
Representative, delivered to the Board, as to the rates
and anticipated collection of the Pledged General Fee at
the various Members (after taking into account the
anticipated effect the proposed adjustments in the
Pledged General Fee would have on enrollment and the
receipt of Pledged Revenues and other funds at' each
Member) which will be anticipated to result in (i)
Pledged Revenues attributable to each Member being
sufficient (to the extent possible) to satisfy the Annual
Obligation of such Member and (ii) Pledged Revenues being
sufficient, together with other legally available funds,
to meet all financial obligations of the Board relating
to the Financing System including all deposits and
payments due on or in connection with Outstanding Parity
Debt when and as required by this Resolution and any
Supplement.

Section 4. GENERAL COVENANTS. The Board further
represents, covenants and agrees that while Parity Debt
or interest thereon is Outstanding:

(a) Payment of Parjty Debt. On or before each
payment date it shall make available to the Paying Agent
for such Parity Debt or to such other party as required

4




by a Supplement, money sufficient to pay the interest on,
principal of, and premium, if any, on the Parity Debt as
will accrue or otherwise come due or mature, or be
subject to mandatory redemption prior to maturity, on
such date and the fees and expenses related to the Parity
Debt, including the fees and expenses of the Paying Agent
and any registrar, trustee, remarketing agent, tender
agent or credit provider.

(b) Performance. It will faithfully perform at all
times any and all covenants, undertakings, stipulations,
and provisions contained in this Resolution and in each
Supplement, and in each and every Parity Debt or evidence
thereof.

(c) Redemption. It will duly cause to be called for
redemption prior to maturity, and will cause to be
redeemed prior to maturity, all Parity Debt which by its
terms is mandatorily required to be redeemed prior to
maturity, when and as so required.

(d) Lawful Title. It lawfully owns, has title to,
or is lawfully possessed of the lands, buildings, and
facilities now constituting The University of Texas
System, and it will defend said title and title to any
lands, buildings, and facilities which may hereafter
become part of the Financing System, whether by the
addition to the Financing System of a new institution or
institutions, or otherwise, for the benefit of the owners
of Parity Debt against the claims and demands of all
persons whomsoever.

(e) Lawful Authority. It is lawfully qualified to

pledge the Pledged Revenues herein pledged in the manner
prescribed herein, and has lawfully exercised such right.

(f) Preservatijon of Lien. Subject to the conditions

set forth in Sections 5, 6, and 7 of this Resolution, it
will not do or suffer any act or thing whereby the
Financing System might or could be impaired, and that it
will at all times maintain, preserve, and keep the real
and tangible property of the Financing System and every
part thereof in good condition, repair, and working order
and operate, maintain, preserve, and keep the facilities,
buildings, structures, and equipment pertaining thereto
in good condition, repair, and working order.

(9) No Additional Encumbrance. It shall not incur
additional Debt secured by the Pledged Revenues in any
manner, except as permitted by this Resolution in
connection with Parity Debt, unless said Debt is made
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junior and subordinate in all respects to the liens,
pledges, covenants, and agreements of this Resolution and
any Supplement. Noththstandlng anything to the contrary
contained herein, and in addition to the right hereunder
to refund the Prior Encumbered Obligations with Parity
Debt, the Board reserves the right to issue bonds to
refund any Prior Encumbered Obligations and to secure the
refunding bonds with the same source or sources securing
the Prior Encumbered Obligations being refunded. Upon
the defeasance of the refunded Prior Encumbered
Obligations, the refunding bonds will be Prior Encumbered
Obligations (unless the refunding bonds are made Parity
Debt in accordance with the terms of this Resolution)
under this Resolution and any Supplement for all
purposes.

(h) Investments and Security. It will invest and

secure money in all accounts and funds established
pursuant to this Resolution and any Supplement in the
manner prescribed by law for such funds and in accordance
with written policies adopted by the Board.

(i) Records. It will keep proper books of record
and account in which full, true, and correct entries will
be made of all dealings, activities, and transactions
relating to The University of Texas System. Each year
while Parity Debt is Outstanding, the Board will cause
to be prepared from such books of record and account an
annual financial report of The University of Texas System
and shall furnish such report to the principal municipal
bond rating agencies and any owner of Parity Debt who
shall request same. In addition, the Board shall submit
such financial report and other information required by
law for examination in connection with ~ financial
compliance and other audits required to be conducted by
the office of the Auditor of the State of Texas.

(j) Inspection of Books. It will permit any owner
or owners of twenty-five per centum (25%) or more of the
then Outstanding Principal Amount, at all reasonable
times to inspect all records, accounts, and data of the
Board relating to The University of Texas System.

(k) Annual and Direct Obligatijons. In establishing
the annual budget for each Member, it shall provide for
the satisfaction by each Member of its Annual Obligation.
The Direct Obligation shall represent the financial
responsibility of each Member with respect to Outstanding
Parity Debt. Each Member's Direct Obligation and Annual
Obligation shall be evidenced by a flnanclng agreement
between the Board and each Member.




(1) Determination of outstanding Parity Debt. For
all purposes of this Resolution, the judgment of the
Auditor of The University of Texas System shall be deemed
final in the determination of which obligations of the
Board constitute Parity Debt.

Section 5. ISSUANCE OF ADDITIONAL DEBT.

(a) Parity Debt. The Board reserves and shall have
the right and power to issue or incur Parity Debt for any
purpose authorized by law pursuant to the provisions of
this Resolution and a Supplement to be hereafter
authorized. The Board may incur, assume, guarantee, or
otherwise become liable in respect of any Parity Debt if
the Board shall have determined, that it will have
sufficient funds to meet the financial obligations of The
University of Texas System, including sufficient Pledged
Revenues to satisfy the Annual Debt Service Requirements
of the Financing System and to meet all financial
obligations of the Board relating to the Financing
Systemn.

In addition, the Board shall not issue or incur
Parity Debt unless (i) the Board shall determine that the
Member or Members for whom the Parity Debt is being
issued or incurred possess the financial capacity to
satisfy their respective Direct Obligations after taking
into account the then proposed additional Parity Debt,
and (ii) a U.T. System Representative shall deliver to
the Board an Officer's Certificate stating that, to the
best of his or her knowledge, the Board is in compliance
with all covenants contained in this Resolution and any
Supplement, and is not in default in the performance and
observance of any of the terms, provisions, and
conditions hereof or thereof.

(b) Non-Recourse Debt and Subordinated Debt. Non-
Recourse Debt and Subordinated Debt may be incurred by
the Board without limitation.

Section 6. DISPOSITION OF ASSETS ATTRIBUTABLE TO
FINANCING SYSTEM MEMBERS.

The Board may convey, sell, or otherwise dispose of
any properties of the Board attributable to a Member of
the Financing System provided:

(a) Qrdinary Course. Such conveyance, sale,
or disposition shall be in the ordinary course of
business of a Member of the Financing System which
uses, operates, owns, or is otherwise responsible
for such properties; or
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(b) Disposition Upon Board Determinatijon. The
Board shall determine that after the conveyance,
sale, or other disposition of such properties, the
Board shall have sufficient funds during each Fiscal
Year during which Parity Debt is to be Outstanding
to meet the financial obligations of The University
of Texas System, including sufficient Pledged
Revenues to satisfy the Annual Debt Service
Requirements of the Financing System and to meet
all financial obligations of the Board relating to
the Financing System.

Section 7. COMBINATION, DIVISION, RELEASE, AND
ADMISSION OF FINANCING SYSTEM MEMBERS. (a) Combination
and Djvisjon. Notwithstanding anything to the contrary
contained herein, it is recognized that certain Members
or institutions which may be made Members of the
Financing System may be combined or divided and that so
long as such combined or divided institutions continue
to be governed by the Board such action shall not be in
violation of the provisions of this Resolution or require
any amendments of the provisions hereof.

(b) Release. Subject to the conditions set forth
below, any Member or portion thereof may be closed and
abandoned by law or may be removed from the Financing
System (thus deleting the revenues, income, funds, and
balances attributable to said Member or portion thereof
from Pledged Revenues) without violating the terms of
this Resolution provided:

(1) the Board specifically finds that (based
upon an Officers' Certificate) that, after the
release of the Member or portion thereof, the Board
will have sufficient funds during each Fiscal Year
in which Parity Debt shall thereafter be Outstanding
to meet the financial obligations of The University
of Texas System, including sufficient Pledged
Revenues to satisfy the Annual Debt Service
Requirements of the Financing System and to meet all
financial obligations of the Board relating to the
Financing System; and

(2) the Board shall have received an opinion
of Counsel which shall state that such release will
not affect the status for Federal Income Tax
purposes of interest on any Outstanding Parity Debt
and that all conditions precedent provided in this
Resolution or any Supplement relating to such
release have been complied with; and




(3) (A) if the Member or portion thereof to be
released from the Financing System is to remain
under the governance and control of the Board of The
Upiversity of Texas System, the Board must either
(1) provide, from lawfully available funds,
including Pledged Revenues attributable to said
withdrawing Member, for the payment or discharge of
said Member's Direct Obligation; or (ii) pledge to
the payment of Parity Debt, additional resources not
then pledged in an amount sufficient to satisfy such
withdrawing Member's Direct Obligation; or

(B) if the Member or portion thereof to be
released from the Financing System is to no longer
be under the governance and control of the Board of
The University of Texas System, the Board must
receive a binding obligation of the new governing
body of the withdrawing institution or the portion
thereof being withdrawn, obligating said governing
body to make payments to the Board at the times and
in the amounts equal to said Member's Annual
Obligation or to pay or discharge said Member's
Direct Obligation, or, in the case of a portion of
a Member being withdrawn, the proportion of the
Member's Annual Obligation or Direct Obligation,
as the case may be, attributable to the withdrawing
portion of the Member.

(c) Admission of Members. If, after the date of the

adoption of this Resolution, the Board desires for a
component of The University of Texas System to become a
Member of the Financing System, it may include said
institution in the Financing System with the effect set
forth in this Resolution by the adoption of a Supplement
to this Resolution.

Section 8. WAIVER OF CERTAIN COVENANTS. The Board
may omit in any particular instance to comply with any
covenant or condition set forth in Sections 3 through 7
hereof if before or after the time for such compliance
the Holders of the same percentage in principal amount
of all Parity Debt then Outstanding, the consent of which
would be required to amend the provisions hereof to
permit such noncompliance, shall either waive such
compliance in such instance or generally waive compliance
with such covenant or condition, but no such waiver shall
extend to or affect such covenant or condition except to
the extent so expressly waived and, until such waiver
shall become effective, the obligations of the Board and
the duties of the Board in respect of any such covenant
or condition shall remain in full force and effect.




Section 9. INDIVIDUALS NOT LIABLE. All covenants,
stipulations, obligations, and agreements of the Board
contained in this Resolution and any Supplement shall be
deemed to be covenants, stipulations, obligations, and
agreements of the Financing System and the Board to the
full extent authorized or permitted by the Constitution
and laws of the State of Texas. No covenant,
stipulation, obligation, or agreement herein contained
shall be deemed to 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 Parity Debt when
issued, or be subject to any personal 1liability or
accountability by reason of the issuance thereof.

Section 10. SPECIAL OBLIGATIONS:; ABSOLUTE
OBLIGATION TO PAY PARITY DEBT. All Parity Debt and the
interest thereon shall constitute special obligations of
the Board payable from the Pledged Revenues, and the
owners thereof shall never have the right to demand
payment out of funds raised or to be raised by taxation,
or from any source other than specified in this
Resolution or any Supplement. The obligation of the
Board to pay or cause to be paid the amounts payable
under this Resolution and each Supplement out of the
Pledged Revenues shall be absolute, irrevocable,
complete, and unconditional, and the amount, manner, and
time of payment of such amounts shall not be decreased,
abated, rebated, setoff, reduced, abrogated, waived,
diminished, or otherwise modified in any manner or to any
extent whatsoever, regardless of any right of setoff,
recoupment, or counterclaim that the Board might
otherwise have against any owner or any other party and
regardless of any contingency, force majeure, event, or
cause whatsoever and notwithstanding any circumstance or
occurrence that may arise or take place before, during,
or after the issuance of Parity Debt while any Parity
Debt is Outstanding.

Section 11. REMEDIES. Any owner of Parity Debt in
the event of default in connection with any covenant
contained herein or in any Supplement, or default in the
payment of said obligations, or of any interest due
thereon, or other costs and expenses related thereto, may
require the Board, its officials and employees, and any
appropriate off1c1a1 of the State of Texas, to carry out,
respect, or enforce the covenants and obligations of thls
Resolution or any Supplement, by all legal and equitable
means, including specifically, but without limitation,
the use and filing of mandamus proceedings in any court
of competent jurisdiction against the Board, its
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officials and employees, or any appropriate official of
the State of Texas.

Section 12. DEFEASANCE OF BONDS. (a) Deemed Paid.
Any Parity Debt and the interest thereon shall be deemed
to be paid, retired, and no longer oOutstanding (a
"Defeased Debt") within the meaning of this Resolution,
except to the extent provided in subsection (d) of this
Section, when the payment of all principal and interest
payable with respect to such Parity Debt 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 required notice of redemption or provision for
the giving of same having been made) or (ii) shall have
been provided for on or before such due date by
irrevocably depositing with or making available to the
Paying Agent for such Parity Debt for such payment
(1) lawful money of the United States of America
sufficient to make such payment, (2) noncallable
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 provide for such payment, or (3) any combination
of (1) and (2) above, and when proper arrangements have
been made by the Board with each such Paying Agent for
the payment of its services until after all Defeased Debt
shall have become due and payable. At such time as
Parity Debt shall be deemed to be Defeased Debt
hereunder, as aforesaid, such Parity Debt and the
interest thereon shall no longer be secured by, payable
from, or entitled to the benefits of, the Pledged
Revenues, and such principal and interest shall be
payable solely from such money or Government Obligations,
and shall not be regarded as Outstanding for any purposes
other than payment, transfer, and exchange.

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

(c) Government Obljigations, The term "Government
Obligations" as used in this Section, shall mean direct
obligations of the United States of America, including
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obligations the principal of and interest on which are
unconditionally guaranteed by the United States of
America, which may be United States Treasury obligations
such as its State and Local Government Series, which may
be in book-entry form.

(d) inui ty of Payi and Registrar.
Until all Defeased Debt shall have become due and
payable, the Paying Agent and Registrar for such Defeased
Debt shall perform the services of Paying Agent and
Registrar for such Defeased Debt the same as if they had
not been defeased, and the Board shall make proper
arrangements to provide and pay for such services.

Section 13. AMENDMENT OF RESOLUTION. (a) Amendment
wi c t. This Resolution and the rights and
obligations of the Board and of the owners of the
Outstanding Parity Debt may be modified or amended at any
time without notice to or the consent of any owner of the
Outstanding Parity Debt, solely for any one or more of
the following purposes:

(i) To add to the covenants and agreements of
the Board contained in this Resolution, other
covenants and agreements thereafter to be observed,
or to surrender any right or power reserved to or
conferred upon the Board in this Resolution;

(ii) To cure any ambiguity or inconsistency,
or to cure or correct any defective provisions
contained in this Resolution, upon receipt by the
Board of an approving opinion of Bond Counsel, that
the same is needed for such purpose, and will more
clearly express the intent of this Resolution:

(iii) To supplement the security for the
Outstanding Parity Debt, including, but not limited
to, amending the definition of Pledged Revenues to
add a portion or all of the Practice Plan Funds
attributable to any Member (one or more) to Pledged
Revenues; provided, however, any amendment to the
definition of Pledged Revenues which results in the
pledge of Practice Plan Funds may limit the amount
of such pledge and the manner, extent and duration
of such additional pledge all as set forth in such
amendment; or

(iv) To make such other changes in the
provisions hereof as the Board may deem necessary
or desirable and which shall not, in the judgment
of the Board, materially adversely affect the
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interests of the owners of Outstanding Parity Debt;
or

(v) To make any changes or amendments
requested by any bond rating agency then rating or
requested to rate Parity Debt, as a condition to the
issuance or maintenance of a rating, which changes
or amendments do not, in the judgment of the Board,
materially adversely affect the interests of the
owners of the Outstanding Parity Debt.

(b) Amendments With Consent. Subject to the other

provisions of this Resolution, the owners of Outstanding
Parity Debt aggregating 51% in oOutstanding Principal
Amount shall have the right from time to time to approve
any amendment, other than amendments described in
subsection (a) of this Section, to this Resolution which
may be deemed necessary or desirable by the Board,
provided, however, that nothing herein contained shall
permit or be construed to permit, without the approval
of the owners of all of the Outstanding Parity Debt, the
amendment of the terms and conditions in this Resolution
so as to:

(1) Grant to the owners of any Outstanding Parity
Debt a priority over the owners of any other
Outstanding Parity Debt; or

(2) Materially adversely affect the rights of the
owners of less than all Parity Debt then
Outstanding; or

(3) Change the minimum percentage of the
Outstanding Principal Amount necessary for
consent to such amendment.

(c) Notice. If at any time the Board shall desire
to amend this Resolution pursuant to Subsection(b) of
this Section, the Board shall cause notice of the
proposed amendment to be published in a financial
newspaper or journal of general circulation 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 thereof is on file
at the principal office of each Registrar for the Parity
Debt for inspection by all owners of Parity Debt. Such
publication is not required, however, if the Board gives
or caused to be given such notice in writing, by
certified mail, to each owner of Parity Debt.
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(d) Receipt of Consents. 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 Board
shall receive an instrument or instruments executed by
all of the owners or the owners of at least 51% in
Outstanding Principal Amount, as appropriate, which
instrument or instruments shall refer to the proposed
amendment described in said notice and which specifically
consent to and approve such amendment in substantially
the form of the copy thereof on file as aforesaid, the
Board may adopt the amendatory resolution in
substantially the same form.

(e) Effect of Amendments. Upon the adoption by the

Board of any resolution to amend this Resolution pursuant
to the provisions of this Section, this Resolution shall
be deemed to be amended in accordance with the amendatory
resolution, and the respective rights, duties, and
obligations of the Board and all the owners of then
Outstanding Parity Debt and all future Parity Debt shall
thereafter be determined, exercised, and enforced under
this Resolution, as amended.

(f) s \'{e] . Any consent given by any
owner of Parity Debt 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
Parity Debt 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 Registrar for such Parity Debt
and the Board, but such revocation shall not be effective
if the owners of 51% in Outstanding Principal Amount,
prior to the attempted revocation, consented to and
approved the amendment.

(g) oOwnership. For the purpose of this Section,
the ownership and other matters relating to all Parity
Debt shall be determined as provided in each Supplement.

(h) Amendments of Supplements. Each Supplement

shall contain provisions governing the ability of the
Board to amend such Supplement; provided, however, that
no amendment may be made to any Supplement for the
purpose of granting to the owners of Outstanding Parity
Debt under such Supplement a priority over the owners of
any other Outstanding Parity Debt.
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Section 14. REPEAL OF CONFLICTING RESOLUTIONS;
FIRST SUPPLEMENT. (a) This Resolution shall become
effective upon the retirement or defeasance of all Parity
Debt Outstanding under the Original Master Resolution.
All resolutions and all parts of any resolutions which
are in conflict or inconsistent with this Master
Resolution, including the Original Master Resolution
adopted April 12, 1990, are hereby repealed and shall be
of no further force or effect to the extent of such
conflict or inconsistency.

(b) The provisions of the First Supplemental
Resolution Establishing An Interim Financing Program
adopted by the Board on April 12, 1990, pursuant to the
Original Master Resolution are hereby ratified and
affirmed, such resolution is in full force and effect,
and is modified by this Resolution only to the extent
that all references in such resolution to the Master
Resolution shall refer to this Resolution and not the
Original Master Resolution.

ADOPTED AND APPROVED this 14th day of February,
1991.

Chairman, Board of Regenté of
The University of Texas System

ATTEST:

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

(SEAL)
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EXHIBIT "A"

DEFINITIONS

As used in this Resolution the following terms and
expressions shall have the meanings set forth below,
unless the text hereof specifically indicates otherwise:

"Annual Debt Service Requirements" means, for any
Fiscal Year, the principal of and interest on all Parity
Debt coming due at Maturity or Stated Maturity (or that
could come due on demand of the owner thereof other than
by acceleration or other demand conditioned upon default
by the Board on such Debt, or be payable in respect of
any required purchase of such Debt by the Board) in such
Fiscal Year, and, for such purposes, any one or more of
the following rules shall apply at the election of the
Board: .

(1) Committed Take Out. If the Board has

entered into a Credit Agreement constituting a
binding commitment within normal commercial
practice, from any bank, savings and 1loan
association, insurance company, or similar
institution to discharge any of its Funded Debt at
its stated Maturity (or, if due on demand, at any
date on which demand may be made)or to purchase any
of its Funded Debt at any date on which such Debt
is subject to required purchase, all under
arrangements whereby the Board's obligation to repay
the amounts advanced for such discharge or purchase
constitutes Funded Debt, then the portion of the
Funded Debt committed to be discharged or purchased
shall be excluded from such calculation and the
principal of and interest on the Funded Debt
incurred for such discharging or purchase that would
be due in the Fiscal Year for which the calculation
is being made, if incurred at the Stated Maturity
or purchase date of the Funded Debt to be discharged
or purchased, shall be added:;

(2) Balloon Debt. If the principal (including
the accretion of interest resulting from original

issue discount or compounding of interest) of any
series or issue of Funded Debt due (or payable in
respect of any required purchase of such Funded Debt
by the Board) in any Fiscal Year either is equal to
at least 25% of the total principal (including the
accretion of interest resulting from original issue
discount or compounding of interest) of such Funded
Debt or exceeds by more than 50% the greatest amount
of principal of such series or issue of Funded Debt
due in any preceding or succeeding Fiscal Year (such
principal due in such Fiscal Year for such series




or issue of Funded Debt being referred to herein as
"Balloon Debt"), the amount of principal of such
Balloon Debt taken into account during any Fiscal
Year shall be equal to the debt service calculated
using the original principal amount of such Balloon
Debt amortized over the Term of Issue on a level
debt service basis at an assumed interest rate equal
to the rate borne by such Balloon Debt on the date
of calculation;

(3) consent Sinking Fund. In the case of
Balloon Debt (as defined in clause (2) above), if
an U. T. System Representative shall deliver to the
Board an Officer's Certificate providing for the
retirement of (and the instrument creating such
Balloon Debt shall permit the retirement of), or for
the accumulation of a sinking fund for (and the
instrument creating such Balloon Debt shall permit
the accumulation of a sinking fund for), such
Balloon Debt according to a fixed schedule stated
in such Officer's Certificate ending on or before
the Fiscal Year in which such principal (and
premium, if any) is due, then the principal of (and,
in the case of retirement, or to the extent provided
for by the sinking fund accumulation, the premium,
if any, and interest and other debt service charges
on) such Balloon Debt shall be computed as if the
same were due in accordance with such schedule,
provided that this clause (3) shall apply only to
Balloon Debt for which the installments previously
scheduled have been paid or deposited to the sinking
fund established with respect to such Debt on or
before the times required by such schedule; and
provided further that this clause (3) shall not
apply where the Board has elected to apply the rule
set forth in clause (2) above:;

(4) Prepaid Debt. Principal of and interest
on Parity Debt, or portions thereof, shall not be

included in the computation of the Annual Debt
Service Requirements for any Fiscal Year for which
such principal or interest are payable from funds
on deposit or set aside in trust for the payment
thereof at the time of such calculations (including
without limitation capitalized interest and accrued
interest so deposited or set aside in trust) with
a financial institution acting as fiduciary with
respect to the payment of such Debt:;

(5) Varjable Rate. As to any Parity Debt that
bears interest at a variable interest rate which

cannot be ascertained at the time of calculation of
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the Annual Debt Service Requirement then, at the
option of the Board, either (1) an interest rate
equal to the average rate borne by such Parity Debt
(or by comparable debt in the event that such Parity
Debt has not been outstanding during the preceding
24 months) for any 24 month period ending within 30
days prior to the date of calculation, or (2) an
interest rate equal to the 30-year Tax-Exempt
Revenue Bond Index (as most recently published in
The Bond Buyer), shall be presumed to apply for all
future dates, unless such index is no 1longer
published in The Bond Buyer, in which case an index
of tax-exempt revenue bonds with maturities of at
least 20 years which is published in a newspaper or
journal with national circulation may be used for
this purpose;

(6) Guarantees. In the case of any guarantee,
as described in clause (3) of the definition of
Debt, no obligation will be counted if the Board
does not anticipate in its annual budget that it
will make any payments on the guarantee. If,
however, the Board is making payments on a guarantee
or anticipates doing so in its annual budget, such
obligation shall be treated as Parity Debt and
calculations of annual debt service requirements
with respect to such guarantee shall be made
assuming that the Board will make all additional
payments due under the guaranteed obligation. 1If
the entity whose obligation is gquaranteed cures all
defaults and the Board no longer anticipates making
payments under the guarantee, the guaranteed
obligations shall not be included in the calculation
of Annual Debt Service Requirements; and

(7) Compercjal Paper. With respect to any
Parity Debt issued in the form of commercial paper
with maturities not exceeding 270 days, the interest
on such Parity Debt shall be calculated in the
manner provided in clause (5) of this definition and
the maturity schedule shall be calculated in the
manner provided in clause (2) of this definition.

"Annual Direct Obligation" means the amount budgeted
each Fiscal Year by the Board with respect to each
Financing System Member to satisfy the Member's
proportion of debt service (calculated based on the
Member's Direct Obligation) due by the Board in such
Fiscal Year on Outstanding Parity Debt.




"Annual Obligation" means, with respect to each
Member and for each Fiscal Year, the Member's Annual
Direct Obligation plus the amount budgeted by the Board
for such Fiscal Year to allow the Member to retire its
obligation for intra-System advances made to it to
satisfy part or all of a previous Annual Direct
Obligation payment.

"Board" and "Issuer" mean the Board of Regents of
The University of Texas System or any successor thereto.

"Credit Agreement" means, collectively, a 1loan
agreement, revolving credit agreement, agreement
establishing a 1line of credit, 1letter of credit,
reimbursement agreement, insurance contract, commitments
to purchase Parity Debt, purchase or sale agreements,
interest rate swap agreements, or commitments or other
contracts or agreements authorized, recognized and
approved by the Board as a Credit Agreement in connection
with the authorization, issuance, security, or payment
of Parity Debt and on a parity therewith.

"Debt" of the Board payable from Pledged Revenues
means all:

(1) indebtedness incurred or assumed by the
Board for borrowed money (including indebtedness
arising under Credit Agreements) and all other
financing obligations of the Board that, in
accordance with generally accepted accounting
principles, are shown on the liability side of a
balance sheet:;

(2) all other indebtedness (other: than
indebtedness otherwise treated as Debt hereunder)
for borrowed money or for the acquisition,
construction or improvement of property or
capitalized lease obligations that is guaranteed,
directly or indirectly, in any manner by the Board,
or that is in effect guaranteed, directly or
indirectly, by the Board through an agreement,
contingent or otherwise, to purchase any such
indebtedness or to advance or supply funds for the
payment or purchase of any such indebtedness or to
purchase property or services primarily for the
purpose of enabling the debtor or seller to make
payment of such indebtedness, or to assure the owner
of the indebtedness against loss, or to supply funds
to or in any other manner invest in the debtor
(including any agreement to pay for property or
services irrespective of whether or not such
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property is delivered or such services are
rendered), or otherwise; and

(3) all indebtedness secured by any mortgage,
lien, charge, encumbrance, pledge or other security
interest upon property owned by the Board whether
or not the Board has assumed or become liable for
the payment thereof.

For the purpose of determining the "Debt" of the Board,
there shall be excluded any particular Debt if, upon or
prior to the Maturity thereof, there shall have been
deposited with the proper depository (a) in trust the
necessary funds (or investments that will provide
sufficient funds, if permitted by the instrument creating
such Debt) for the payment, redemption or satisfaction
of such Debt or (b) evidence of such Debt deposited for
cancellation; and thereafter it shall not be considered
Debt. No item shall be considered Debt unless such item
constitutes indebtedness under generally accepted
accounting principles applied on a basis consistent with
the financial statements of The University of Texas
System in prior Fiscal Years.

"Direct Obligation" means the proportionate share
of Outstanding Parity Debt attributable to and the
responsibility of each respective Financing System
Member.

"Financing System" see "Revenue Financing System".

"Financing System Member" or "Member" means each of
the institutions currently constituting components of The
University of Texas System and such institutions
hereafter designated by the Board to be a Member of the
Financing Systenm.

"Fiscal Year" means the fiscal year of the Board
which currently ends on August 31 of each year.

"Funded Debt" of the Financing System means all
Parity Debt created, assumed, or guaranteed by the Board
and payable from Pledged Revenues that matures by its
terms (in the absence of the exercise of any earlier
right of demand), or is renewable at the option of the
Board to a date, more than one year after the original
creation, assumption, or guarantee of such Debt by the
Board. '

"Health Institutions™ means The University of Texas
Southwestern Medical Center at Dallas, The University of
Texas Medical Branch at Galveston, The University of
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Texas Health Science Center at Houston, The University
of Texas Health Science Center at San Antonio, The
University of Texas M.D. Anderson Cancer Center, The
University of Texas Health Center at Tyler, and any other
health institutions which become part of The University
of Texas System and are made a part of the Financing
System subsequent to the date of adoption of this
Resolution by the Board.

"Holder" or "Bondholder" or "owner" means the
registered owner of any Parity Debt registered as to
ownership and the holder of any Parity Debt payable to
bearer.

"Maturity" when used with respect to any Debt means
the date on which the principal of such Debt or any
installment thereof becomes due and payable as therein
provided, whether at the Stated Maturity thereof or by
declaration of acceleration, call for redemption, or
otherwise.

"Non-Recourse Debt" means any Debt secured by a lien
(other than a lien on Pledged Revenues), liability for
which is effectively limited to the property subject to
such lien with no recourse, directly or indirectly, to
any other property of the Board attributable to the
System, provided that such Debt is being incurred in
connection with the acquisition of property only, which
property is not, at the time of such incurrence, owned
by the Board and being used in the operations of a
Member.

"Officer's Certificate™ means a certificate signed
by a U.T. System Representative.

"Opinion of Counsel™ means a written opinion of
counsel which shall be acceptable to the Board.

"outstanding" when used with respect to Parity Debt
means, as of the date of determination, all Parity Debt
theretofore delivered under this Resolution or any
Supplement, except:

(1) Parity Debt theretofore cancelled and
delivered to the Board or delivered to the Paying
Agent or the Registrar for cancellation;

(2) Parity Debt deemed paid pursuant to the
provisions of Section 12 of this Resolution or any
comparable section of any Supplement;




(3) Parity Debt upon transfer of or in exchange
for and in lieu of which other Parity Debt has been
authenticated and delivered pursuant to this
Resolution or any Supplement; and

(4) Parity Debt under which the obligations of
the Board have been released, discharged or
extinguished in accordance with the terms thereof:;

provided, that, unless the same is acquired for purposes
of cancellation, Parity Debt owned by the Board shall be
deemed to be Outstanding as though it was owned by any
other owner.

"Ooutstanding Principal Amount" means, with respect
to all Parity Debt or to a series of Parity Debt, the
outstanding and unpaid principal amount of such Parity
Debt paying interest on a current basis and the
outstanding and unpaid principal and compounded interest
on such Parity Debt paying accrued, accreted, or
compounded interest only at maturity as of any record
date established by a Registrar in connection with a
proposed amendment of this Master Resolution or any
Supplement.

"Pan American University Bonds" means the Board of
Regents of Pan American College Utility Plant Student Fee
Revenue Bonds, Series 1968 and Student Fee Revenue Bonds
Series 1969 and the Board of Regents of Pan American
University Combined Fee Revenue Bonds, Series 1971 and
Auxiliary Enterprise System Revenue Bonds, Series 1968A,
1968B, 1968C, 1968D, 1973 and 1977.

"Parity Debt" means all Debt of the Board which may
be issued or assumed in accordance with the terms of this
Resolution and a Supplement, secured by a pledge of the
Pledged Revenues subject only to the liens securing Prior
Encumbered Obligations.

"Paying Agent" shall mean each entity designated in
a Supplement as the place of payment of a series or issue
of Parity Debt.

"Pledged General Fee" means the gross collections
of a student use fee to be fixed, charged, and collected
pursuant to Section 55.16, Texas Education Code from the
students (excepting, with respect to each series or issue
of Parity Debt, any student in a category which, at the
time of the adoption of the Supplement relating to such
Parity Debt, is exempt by law from paying fees) regularly
enrolled at the institutions and branches thereof now or
hereafter constituting a Member of the Financing Systen,
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respectively, for the general use and availability of
such institutions or branches thereof, respectively, in
the manner and amounts, at the times, and to the extent
provided in this Resolution, and including, subject to
the provisions of the Prior Encumbered Obligations, the
Prior Encumbered General Fee.

"Pledged Practice Plan Funds" means that portion of
the Practice Plan Funds of the Members described in
Exhibit B to this Resolution which have been pledged to
the payment of Parity Debt by the Board by the adoption
of an amendment to this Resolution; provided, however,
that any such pledge may be limited in amount and in any
manner, extent, or duration as provided in such
amendment. Exhibit B shall be amended from time to time
to reflect the additions or expirations of Practice Plan
Funds from Pledged Revenues.

"Pledged Revenues" means, subject to the provisions
of the Prior Encumbered Obligations, collectively (i) the
Pledged Tuition Fee, (ii) the Pledged General Fee,
(iii) the Pledged Practice Plan Funds, and (iv) any or
all of the revenues, funds, and balances now or hereafter
lawfully available to the Board and derived from or
attributable to any Member of the Financing System which
are lawfully available to the Board for payments on
Parity Debt; provided, however, that the following shall
not be included in Pledged Revenues unless and to the
extent set forth in a Supplement: (a) the interest of
The University of Texas System in the Available
University Fund under Article 7, Section 18 of the
Constitution of the State of Texas, including the income
therefrom and any fund balances relating thereto;
(b) amounts received on behalf of any Member under
Article 7, Section 17 of the Constitution of the State
of Texas, including the income therefrom and any fund
balances relating thereto; (c) except to the extent so
appropriated, general revenue funds appropriated to the
Board by the Legislature of the State of Texas; and (4)
Practice Plan Funds of any Member, including the. income
therefrom and any fund balances relating thereto not
included in Pledged Practice Plan Funds.

"Pledged Tuition Fee" means, as authorized by
Section 55.17, Texas Education Code, or any successor
provision, the following specified amounts (or such
increased amounts as hereafter authorized by law) out of
the tuition charges now or hereafter required or
permitted by law to be imposed on each tuition paying
student enrolled at each and every institution or branch
thereof now or hereafter constituting a Member of the
Financing System, (excepting the Health Institutions
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until and unless the Board authorizes the pledge of such
tuition charges at any such institution to the payment
of Parity Debt) and including, subject to the provisions
of the Prior Encumbered Obligations, the Prior Encumbered
Tuition Fees, respectively:

$5.00 from each enrolled student for each
reqular semester and $2.50 from each enrolled
student for each summer term of each summer
session.

"practice Plan" means any agreement entered into by
and between a Health Institution Member and faculty
appointees of that Member that: (a) assigns to the
Member patient fees collected for professional services
rendered by the appointee and (b) requlates the
collection and expenditure of such patient fees.
Practice Plan also includes such agreements existing
between an institution which becomes a Member after the
date of the adoption of this Resolution and such
institution's faculty.

"Practice Plan Funds" means the Practice Plan
income and fund balances of a Health Institution Member.

"Prior Encumbered General Fee" means the Pledged
General Fee securing Prior Encumbered Obligations and
that portion of the student use fee charged and
collected at an institution which becomes a Member of
the Financing System after the date of adoption of this
Resolution and which are pledged to the payment of bonds
or other obligations outstanding on the date such
institution becomes a Member of the Financing System.

"Prior Encumbered Obligations"™ means the Series
1986 Bonds, the M.D. Anderson Hospital and Tumor
Institute at Houston Endowment and Hospital Revenue
Bonds, Series 1972 and 1976, the M.D. Anderson Hospital
Revenue Subordinate Lien Bonds, Series 1976, the Pan
American University Bonds and those bonds or other
obligations of an institution outstanding on the date it
becomes a Member of the Financing System and which are
secured by a lien on and pledge of the Prior Encumbered
General Fee, the Prior Encumbered Revenues, the Prior
Encumbered Tuition Fee and/or the Prior Encumbered
Practice Plan Funds charged and collected at such
institution and all existing obligations of the Board
secured by a lien on a portion of the Pledged Revenues
which 1is superior to the 1lien established by this
Resolution on behalf of Parity Debt. In addition, the
Board has outstanding $31,385,000 in principal amount of
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the University of Texas at Austin Building Revenue
Refunding Bonds, Series 1986, which are secured by and
payable from sources other than Pledged Revenues;
provided that the Board has covenanted to collect a
special student fee from all students (with certain
exceptions) enrolled at The Unversity of Texas at
Austin if necessary to pay the debt service on such
bonds, in which case such bonds would constitute Prior
Encumbered Obligations.

"Prior Encumbered Practice Plan Funds" means the
Pledged Practice Plan Funds which are pledged to the
payment of bonds or other obligations of an institution
which becomes a Member of the Financing System after the
date of adoption of this Resolution.

"Prior Encumbered Revenues" means the revenues
pledged to the payment of Prior Encumbered Obligations
and the revenues of any revenue producing system or
facility of an institution which hereafter becomes a
Member of the Financing System and which are pledged to
the payment of bonds or other obligations outstanding on
the date such institution becomes a Member of the
Financing System.

"Prior Encumbered Tuition Fee" means the Pledged
Tuition Fee securing Prior Encumbered Obligations and
that portion of the tuition charges in the maximum
amount permitted in the definition of Pledged Tuition
Fee charged and collected at an institution which
becomes a Member of the Financing System after the date
of adoption of this Resolution and which are pledged to
the payment of bonds or other obligations outstanding on
the date such institution becomes a Member of the
Financing System.

"Registrar" shall mean the entity designated in a
Supplement as the Registrar of a series or issue of
Parity Debt.

"Resolution" or "Master Resolution" means this
Amended and Restated Master Resolution establishing the
Financing System.

"Revenue Financing System" or "Financing Systenm" or
"The University of Texas System Revenue Financing System
" means The University of Texas System Revenue Financing
System composed of the institutions and agencies
currently constituting parts of The University of Texas
System including The University of Texas System
Administration, and such other institutions and agencies
now or hereafter under the control or governance of the
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Board, and made a Member of the Revenue Financing System
by specific action of the Board.

"Series 1986 Bonds" means the Outstanding Board of
Regents of The University of Texas System General
Revenue Refunding Bonds, Series 1986, originally issued
in the aggregate principal amount of $222,040,000.

ustated Maturity”"” when used with respect to any
Debt or any installment of interest thereon means any
date specified in the instrument evidencing or
authorizing such Debt or such installment of interest as
a fixed date on which the principal of such Debt or any
installment thereof or the fixed date on which such
installment of interest is due and payable.

"Subordinated Debt" means any Debt which expressly
provides that all payments thereon shall be subordinated
to the timely payment of all Parity Debt then
Outstanding or subsequently issued.

"Supplement" or "Supplemental Resolution" means a
resolution supplemental to, and authorized and executed
pursuant to the terms of, this Resolution.

"Term of Issue" means with respect to any Balloon
Debt a period of time equal to the greater of (i) the
period of time commencing on the date of issuance of
such Balloon Debt and ending on the final maturity date
of such Balloon Debt or the maximum maturity date in the
case of commercial paper or (ii) twenty-five years.

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

The University of Texas at Arlington;

The University of Texas at Austin;

The University of Texas at Dallas:;

The University of Texas at El Paso;

The University of Texas - Pan American;

The University of Texas of the Permian Basin;

The University of Texas at San Antonio;

The University of Texas at Tyler;

The University of Texas Southwestern Medical Center
at Dallas;

The University of Texas Medical Branch at
Galveston;

The University of Texas Health Science Center at
Houston; .

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

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

"The University of Texas System Revenue Financing
System" or "Revenue Financing System" or "Financing
System" or "System" see "Revenue Financing System".

"U.T. System Representative" means one or more of
the following officers or employees of The University of
Texas System, to-wit: the Chancellor, any Executive
Vice Chancellor, the General Counsel, the Executive
Director--Endowment Management and Administration, the
Executive Director of Finance, the Manager--Finance, the
Comptroller, or such other officer or employee of The
University of Texas System, authorized by the Board to
act as a U.T. System Representative.

* k k h k * h k Rk Rk K
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EXHIBIT B

"Pledged Practice Plan Funds" as defined is hereby amended to
include: The following amounts per fiscal year from the revenues
and fund balances of the Medical Service, Research and Development
Plan of the Member referenced shall be included commencing in the
fiscal year in which Parity Debt is first issued for the project
and ending when said institution's Direct Obligation relating to
said project has been fully paid and satisfied.

Member Project Amount
U. T. Southwestern Aston Ambulatory $4,500,000

Medical Center ~ Dallas
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SECOND SUPPLEMENTAL RESOLUTION TO THE MASTER
RESOLUTION AUTHORIZING THE ISSUANCE, SALE, AND
DELIVERY OF BOARD OF REGENTS OF THE UNIVERSITY OF
TEXAS SYSTEM REVENUE FINANCING SYSTEM REFUNDING
BONDS, SERIES 1991A, SERIES 1991B, AND SERIES 1991C, AND
APPROVING AND AUTHORIZING INSTRUMENTS AND
PROCEDURES RELATING THERETO

WHEREAS, on February 14, 1991, the Board adopted the First Amended and Restated Master
Resolution Establishing The University of Texas System Revenue Financing System (referred to herein
as the "Master Resolution"); and

WHEREAS, unless otherwise defined herein, terms used herein shall have the meaning given
in the Master Resolution; and

WHEREAS, the Master Resolution establishes the Revenue Financing System comprised of
each institution which is presently a component of The University of Texas System and pledges the
Pledged Revenues attributable to each Member of the Revenue Financing System to the payment of
Parity Debt to be outstanding under the Master Resolution; and

WHEREAS, the Board, simultaneously with the adoption of the Master Resolution, adopted
the First Supplemental Resolution to the Master Resolution authorizing Parity Debt thereunder; and

WHEREAS, the Board has determined to refund the Refunded Bonds to complete the
implementation of the Revenue Financing System, to restructure the debt service attributable to the
Members, to release certain funds held as security for the Prior Encumbered Obligations, to relieve
the Board from the provisions of certain covenants which unnecessarily burden the efficient operation
of The University of Texas System, and to achieve debt service savings with_respect to some issues of
the Refunded Bonds; and

WHEREAS, for such purposes the Board deems it necessary to issue Parity Debt pursuant to
this Second Supplement to the Master Resolution to refund the Refunded Bonds; and

WHEREAS, certain Members have requested that the Board issue Parity Debt to finance the
cost of certain improvements approved by the Board and defined in Exhibit A as the U. T. System
Improvements, and the Board hereby determines that such Parity Debt should be issued at this time
for such purposes; and

WHEREAS, while the Prior Encumbered Obligations are Outstanding, the lien on the Pledged
Revenues established in the Master Resolution and herein is junior and subordinate to the Prior
Encumbered Obligations with respect to certain revenues pledged to their payment; and

WHEREAS, the bonds (the "Bonds") authorized to be issued by this Second Supplement are
to be issued and delivered pursuant to Chapter 55, Texas Education Code, Vernon's Ann. Tex. Civ.
St. Article 717q, and other applicable laws, including Vernon’s Ann. Tex. Civ. St. Article 717k insofar
as it may be required in connection with the refunding of the Refunded Bonds and the Escrow
Agreements herein authorized.




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

Section 1. DEFINITIONS. In addition to the definitions set forth in the preamble of this
Second Supplement, the terms used in this Second Supplement (except in the Forms of Bonds) and
not otherwise defined shall have the meanings given in the Master Resolution or in Exhibit "A" to this
Second Supplement attached hereto and made a part hereof.

Section 2. AMOUNT, PURPOSE, AND DESIGNATION OF THE BONDS. (a) Series
1991A Bonds. The Issuer’s "BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM REFUNDING BONDS, SERIES 1991A", are hereby authorized
to be issued and delivered in the maximum aggregate principal amount of $215,000,000 FOR THE
PURPOSE OF REFUNDING THE SERIES 1991A REFUNDED BONDS IN THE AGGREGATE
PRINCIPAL AMOUNT OF $191,100,000, AND PAYING THE COSTS RELATED THERETO.

(b) Series 1991B Bonds. The Issuer’s "BOARD OF REGENTS OF THE UNIVERSITY OF
TEXAS SYSTEM REVENUE FINANCING SYSTEM REFUNDING BONDS, SERIES 1991B", are
hereby authorized to be issued and delivered in the maximum aggregate principal amount of
$95,000,000 FOR THE PURPOSE OF (i) REFUNDING THE SERIES 1991B REFUNDED BONDS
IN THE AGGREGATE PRINCIPAL AMOUNT OF $24,760,000, (ii) ACQUIRING, PURCHASING,
CONSTRUCTING, IMPROVING, ENLARGING, AND EQUIPPING THE PROPERTY AND
FACILITIES CONSTITUTING THE U. T. SYSTEM IMPROVEMENTS FOR THE DESIGNATED
MEMBERS OF THE REVENUE FINANCING SYSTEM, AND (iii) PAYING THE COSTS
RELATED THERETO.

(c) Series 1991C Bonds. The Issuer's "BOARD OF REGENTS OF THE UNIVERSITY OF
TEXAS SYSTEM REVENUE FINANCING SYSTEM REFUNDING BONDS, SERIES 1991C", are
hereby authorized to be issued and delivered in the maximum aggregate principal amount of $6,000,000
FOR THE PURPOSE OF REFUNDING THE SERIES 1991C REFUNDED BONDS IN THE
AGGREGATE PRINCIPAL AMOUNT OF $5,694,000, AND PAYING THE COSTS RELATED
THERETO.

The Series 1991A Bonds, the Series 1991B Bonds, and the Series 1991C Bonds are hereinafter
collectively referred to as the "Bonds,” which may be in the form of either Current Interest Bonds or
Capital Appreciation Bonds unless otherwise indicated.

Section 3. DATE, DENOMINATIONS, NUMBERS, MATURITIES AND TERMS OF
BONDS. (a) Terms of Bonds. Initially there shall be issued, sold, and delivered hereunder fully
registered bonds, without interest coupons, in the form of Current Interest Bonds or Capital
Appreciation Bonds, numbered consecutively for each Series of Bonds from R-1 upward, in the case
of Current Interest Bonds and CR-1 upward in the case of Capital Appreciation Bonds, payable to the
respective initial registered owners thereof, or to the registered assignee or assignees of said bonds or
any portion or portions thereof (in cach case, the "Registered Owner”), in the denomination of $5,000
or any integral multiple thereof with respect to Current Interest Bonds and in the denomination of
$5,000 in Maturity Amount or any integral multiple thereof with respect to Capital Appreciation Bonds
(an "Authorized Denomination”), maturing not later than August 15, 2013, serially or otherwise on the
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dates, in the years and in the principal amounts, respectively, and dated, all as set forth in the Bond
Purchase Contract relating to each Series of Bonds.

(b) Underwriter. Goldman, Sachs & Co. is hereby designated the senior managing underwriter
for the Bonds. The Board Representative shall select such additional investment banking firms as he
deems appropriate to assure that the Bonds are sold on the most advantageous terms to the Financing
System (such firms, together with the senior managing underwriter, are hereafter collectively referred
to as the "Underwriter”).

(c) Bond Purchase Contract. As authorized by Vernon’s Ann. Tex. Civ. St. Article 717q, as
amended, the Executive Committee of the Board (the "Executive Committee") is hereby authorized,
appointed, and designated to act on behalf of the Issuer in the selling and delivering each Series of
Bonds and carrying out the other procedures specified in this Second Supplement, including deter-
mining and fixing the date of each Series of Bonds, any additional designation or title by which the
Bonds of a Series shall be known, the price at which the Bonds of each Series will be sold, the years
in which the Bonds of each Series will mature, the principal amount to mature in each of such years,
the aggregate principal amount of Current Interest Bonds and Capital Appreciation Bonds of each
Series and the aggregate principal amount of the Bonds of each Series, the rate of interest to be
borne by each such maturity, the interest payment periods, the dates, price, and terms upon and at
which the Bonds of each Series shall be subject to redemption prior to maturity at the option of the
Issuer, as well as any mandatory sinking fund redemption provisions, and all other matters relating to
the issuance, sale, and delivery of the Bonds of each Series, and the refunding of the Refunded Bonds
all of which shall be specified in the Bond Purchase Contract relating to each Series of Bonds. The
Board Representative, acting for and on behalf of the Issuer, is authorized to enter into and carry out
a Bond Purchase Contract for each Series of Bonds, or one Bond Purchase Contract for both Series
of Bonds, with any purchaser, underwriter, or underwriters, at such price, with and subject to such
terms as determined by the Executive Committee. Each Bond Purchase Contract shall be substantially
in the form and substance submitted to the Board at the meeting at which this Second Supplement
is adopted with such changes as are acceptable to the Executive Committee, provided that the price
to be paid for a Series of Bonds shall not be less than 95% of the aggregate principal amount thereof
plus accrued interest thereon from its date to its delivery, and none of the Bonds shall bear interest
at a rate greater than 10% per annum. It is further provided, however, that, notwithstanding the
foregoing provisions, a Series of Bonds shall not be delivered unless prior to delivery, the Series of
Bonds have been rated by a nationally recognized rating agency for municipal securities in one of the
four highest rating categories for long term obligations, as required by Vernon’s Ann. Tex. Civ. St.
Article 717q, as amended.

(d) In General The Bonds of each Series (i) may and shall be redeemed prior to the
respective scheduled maturity dates, (ii) may be assigned and transferred, (iii) may be exchanged for
other Bonds of such Series, (iv) shall have the characteristics, and (v) shall be signed and sealed, and
the principal of and interest on the Bonds shall be payable, all as provided, and in the manner
required or indicated, in the FORMS OF BONDS set forth in Exhibit B to this Second Supplement
and as determined by the Board Representative as provided herein, with such changes and additions
as are required to meet the terms of any Bond Purchase Contract with respect to a Series of Bonds.

Section 4. INTEREST. The Current Interest Bonds of each Series of Bonds shall bear
interest calculated on the basis of a 360-day year composed of twelve 30-day months from the dates

3




specified in the FORMS OF BONDS and in the Bond Purchase Contract to their respective dates of
maturity at the rates set forth in the Bond Purchase Contract.

The Capital Appreciation Bonds of each Series of Bonds shall bear interest from the Issuance
Date for such Series of Bonds, calculated on the basis of a 360-day year composed of twelve 30-day
months (subject to rounding to the Compounded Amounts thereof), compounded semiannually on
the dates set forth in the Bond Purchase Contract (the "Compounding Dates™) commencing on the
date set forth in the Bond Purchase Contract, and payable, together with the principal amount thereof,
in the manner provided in the FORMS OF BONDS at the rates set forth in the Bond Purchase
Contract. Attached to each Bond Purchase Contract relating to a Series of Bonds which includes
Capital Appreciation Bonds, shall be an Exhibit (the "Compounded Amount Table") which will set
forth the rounded original principal amounts at the Issuance Date for the Capital Appreciation Bonds
and the Compounded Amounts and Maturity Amounts thereof (per $5,000 Maturity Amount) as of
each Compounding Date, commencing the date set forth in the Bond Purchase Contract, and
continuing until the final maturity of such Capital Appreciation Bonds. The Compounded Amount
with respect to any date other than a Compounding Date is the amount set forth on the Compounded
Amount Table with respect to the last preceding Compounding Date, plus the portion of the
difference between such amount and the amount set forth on the Compounded Amount Table with
respect to the next succeeding Compounding Date that the number of days (based on 30-day months)
from such last preceding Compounding Date to the date for which such determination is being
calculated bears to the total number of days (based on 30-day months) from such last preceding
Compounding Date to the next succeeding Compounding Date.

Section 5. REGISTRATION, TRANSFER, AND EXCHANGE; AUTHENTICATION;
BOOK-ENTRY ONLY SYSTEM. (a) Paying Agent/Registrar. Ameritrust Texas National
Association, is hereby appointed the Paying Agent/Registrar for each Series of bonds. The Board
Representative is authorized to enter into and carry out a Paying Agent/Registrar Agreement with the
Paying Agent/Registrar with respect to each Series of Bonds in substantially the form submitted to the
Board at the meeting at which this Second Supplement is adopted.

(b) Registration Books. The Issuer shall keep or cause to be kept at the corporate trust
office of Ameritrust Texas National Association, Austin, Texas, the Paying Agent/Registrar books or
records for the registration of the transfer, exchange, and replacement of each Series of Bonds (the
"Registration Books"), and the Issuer hereby appoints the Paying Agent/Registrar as its registrar and
transfer agent to keep such books or records and make such registrations of transfers, exchanges, and
replacements under such reasonable regulations as the Issuer and Paying Agent/Registrar may pre-
scribe; and the Paying Agent/Registrar shall make such registrations, transfers, exchanges, and
replacements as herein provided. The Paying Agent/Registrar shall obtain and record in the Regis-
tration 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 payments 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 confidential and, unless
otherwise required by law, shall not permit their inspection by any other entity.




(c) 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 Second Supplement, whether or not such Bond shall be overdue, and, to the extent
permitted by law, the Issuer and the Paying Agent/Registrar shall not be affected by any notice to the
contrary; and payment of, or on account of, the principal of, premium, if any, and interest on any such
Bond shall be made only to such registered owner. 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.

(d) Payment of Bonds and Interest. The Paying Agent/Registrar shall further act as the
paying agent for paying the principal of and interest on the Bonds, all as provided in this Second
Supplement. 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.

(e) Authentication. The Bonds of each Series initially issued and delivered pursuant to this
Second Supplement shall be authenticated by the Paying Agent/Registrar by execution of the Paying
Agent/Registrar’s Authentication Certificate unless they have been approved by the Attorney General
of the State of Texas and registered by the Comptroller of Public Accounts of the State of Texas, and
on each substitute Bond issued in exchange for any Bond or Bonds issued under this Second
Supplement the Paying Agent/Registrar shall execute the PAYING AGENT/REGISTRAR’S
AUTHENTICATION CERTIFICATE. The Authentication Certificate shall be in the form set forth
in the FORMS OF BONDS.

(f) Transfer, Exchange, or Replacement. Each Bond issued and delivered pursuant to this
Second Supplement, to the extent of the unpaid or unredeemed principal amount or Maturity Amount
thereof, may, upon surrender of such Bond at the principal corporate trust office of the Paying
Agent/Registrar, together with a written request therefor duly executed by the registered owner or the
assignee or assignees thereof, or its or their duly authorized attorneys or representatives, with guaran-
tee of signatures satisfactory to the Paying Agent/Registrar, may, at the option of the registered owner
or such assignee or assignees, as appropriate, be exchanged for fully registered bonds, without interest
coupons, in the appropriate form prescribed in the FORMS OF BONDS set forth in this Second
Supplement, in the denomination of any Authorized Denominations (subject to the requirement
hereinafter stated that each substitute Bond shall be of the same series and have a single stated
maturity date), as requested in writing by such registered owner or such assignee or assignees, in an
aggregate principal amount equal to the unpaid or unredeemed principal amount or Maturity Amount,
of any Bond or Bonds so surrendered, and payable to the appropriate registered owner, assignee, or
assignees, as the case may be. If a portion of any Bond shall be redeemed prior to its scheduled
maturity as provided herein, a substitute Bond or Bonds having the same series designation and
maturity date, bearing interest at the same rate, and payable in the same manner, in Authorized
Denominations at the request of the registered owner, and in aggregate principal amount or Maturity
Amount equal to the unredeemed portion thereof, will be issued to the registered owner upon
surrender thereof for cancellation. If any Bond or portion thereof is assigned and transferred, each
Bond issued in exchange therefor shall have the same series designation and maturity date and bear
interest at the same rate and payable in the same manner as the Bond for which it is being exchanged.
Each substitute Bond of each Series shall bear a letter and/or number to distinguish it from each other
Bond of such Series. The Paying Agent/Registrar shall exchange or replace Bonds as provided herein,
and each fully registered bond delivered in exchange for or replacement of any Bond or portion
thereof as permitted or required by any provision of this Second Supplement shall constitute one of
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the Bonds for all purposes of this Second Supplement, and may again be exchanged or replaced. On
each substitute Bond issued in exchange for or replacement of any Bond or Bonds issued under this
Second Supplement there shall be printed an Authentication Certificate, in the form set forth in
Exhibit B to this Second Supplement. An authorized representative of the Paying Agent/Registrar
shall, before the delivery of any such Bond, date and manually sign the Authentication Certificate, and,
except as provided in (¢) above, no such Bond shall be deemed to be issued or outstanding unless
such Certificate is so executed. The Paying Agent/Registrar promptly shall cancel all Bonds
surrendered for transfer, exchange, or replacement. No additional orders or resolutions need be
passed or adopted by the Issuer or any other body or person so as to accomplish the foregoing
transfer, exchange, or replacement of any Bond or portion thereof, and the Paying Agent/Registrar
shall provide for the printing, execution, and delivery of the substitute Bonds in the manner prescribed
herein, and said Bonds shall be in typed or printed form as determined by the Board Representative.
Pursuant to Vernon’s Ann. Tex. Civ. St. Art. 717k-6, and particularly Section 6 thereof, the duty of
transfer, 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 exchanged or replaced Bond shall be valid, incontestable, and enforceable in the same
manner and with the same effect as the Bonds which were originally issued pursuant to this Second
Supplement. The Issuer shall pay the Paying Agent/Registrar’s standard or customary fees and
charges, if any, for transferring, and exchanging any Bond or any portion thereof, but the one re-
questing any such transfer 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. The Paying
Agent/Registrar shall not be required to make any such transfer, exchange, or replacement of Bonds
or any portion thereof (i) with respect to a Current Interest Bond, during the period commencing with
the close of business on any Record Date and ending with the opening of business on the next
following interest payment date, or, (ii) with respect to any Bond or portion thereof called for
redemption prior to maturity, within 45 days prior to its redemption date. To the extent possible, any
new Bond issued in an exchange, replacement, or transfer of a Bond will be delivered to the registered
owner or assignee of the registered owner not more than three business days after the receipt of the
Bonds to be cancelled and the written request as described above.

(g) Substitute Paying Agent/Registrar. The Issuer covenants with the registered owners of the
Bonds that at all times while the Bonds are outstanding the Issuer will provide a competent and legally
qualified bank, trust company, financial institution, or other agency to act as and perform the services
of Paying Agent/Registrar for the Bonds under this Second Supplement, 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, acquisition, or other method) should resign or otherwise cease to act as such, the Issuer
covenants that promptly it will appoint a competent and legally qualified bank, trust company, financial
institution, or other agency to act as Paying Agent/Registrar under this Second Supplement. 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/Registrar designated and appointed 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/Registrar 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 Second Supplement, and a certified copy
of this Second Supplement shall be delivered to each Paying Agent/Registrar.

(h) Book-Entry Only System. The Bonds of each Series issued in exchange for the Bonds
initially issued shall be issued in the form of a separate single fully registered Bond for each of the
maturities thereof registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York ("DTC"), and except as provided in subsection (i) hereof, all of the
Outstanding Bonds shall be registered in the name of Cede & Co., as nominee of DTC.

With respect to Bonds registered in the name of Cede & Co., as nominee of DTC, the Board
and the Paying Agent/Registrar shall have no responsibility or obligation to any DTC Participant or
to any person on behalf of whom such a DTC Participant holds an interest on the Bonds. Without
limiting the immediately preceding sentence, the Board and the Paying Agent/Registrar shall have no
responsibility or obligation with respect to (i) the accuracy of the records of DTC, Cede & Co. or any
DTC Participant with respect to any ownership interest in the Bonds, (ii) the delivery to any DTC
Participant or any other person, other than a Bondholder, as shown on the Registration Books, of any
notice with respect to the Bonds, including any notice of redemption, or (iii) the payment to any DTC
Participant or any other person, other than a Bondholder, as shown in the Registration Books of any
amount with respect to principal of, premium, if any, or interest on the Bonds. Notwithstanding any
other provision of this Second Supplement to the contrary but to the extent permitted by law, the
Board and the Paying Agent/Registrar shall be entitled to treat and consider the person in whose
name each Bond is registered in the Registration Books as the absolute owner of such Bond for the
purpose of payment of principal, premium, if any, and interest, with respect to such Bond, for the
purpose of giving notices of redemption and other matters with respect to such Bond, for the purpose
of registering transfers with respect to such Bond, and for all other purposes whatsoever. The Paying
Agent/Registrar shall pay all principal of, premium, if any, and interest on the Bonds only to or upon
the order of the respective owners, as shown in the Registration Books as provided in this Second
Supplement, or their respective attorneys duly authorized in writing, and all such payments shall be
valid and effective to fully satisfy and discharge the Board’s obligations with respect to payment of
principal of, premium, if any, and interest on the Bonds to the extent of the sum or sums so paid.
No person other than an owner, as shown in the Registration Books, shall receive a Bond certificate
evidencing the obligation of the Board to make payments of principal, premium, if any, and interest
pursuant to this Second Supplement. Upon delivery by DTC to the Paying Agent/Registrar of written
notice to the effect that DTC has determined to substitute a new nominee in place of Cede & Co.,
and subject to the provisions in this Second Supplement with respect to interest checks being mailed
to the registered owner at the close of business on the Record Date, the word "Cede & Co." in this
Second Supplement shall refer to such new nominee of DTC.

(i) Successor Securities Depository; Transfers Qutside Book-Entry Only System. In the event
that the Board or the Paying Agent/Registrar determines that DTC is incapable of discharging its

responsibilities described herein and in the representation letter of the Board to DTC or DTC
determines to discontinue providing its services with respect to the Bonds, the Board shall (i) appoint
a successor securities depository, qualified to act as such under Section 17(a) of the Securities and
Exchange Act of 1934, as amended, notify DTC and DTC Participants of the appointment of such
successor securities depository and transfer one or more separate Bonds to such successor securities
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depository or (ii) notify DTC and DTC Participants of the availability through DTC of Bonds and
transfer one or more separate Bonds to DTC Participants having Bonds credited to their DTC
accounts. In such event, the Bonds shall no longer be restricted to being registered in the
Registration Books in the name of Cede & Co., as nominee of DTC, but may be registered in the
name of the successor securities depository, or its nominee, or in whatever name or names
Bondholders transferring or exchanging Bonds shall designate, in accordance with the provisions of this
Second Supplement.

() Payments to Cede & Co. Notwithstanding any other provision of this Second Supplement
to the contrary, so long as any Bond is registered in the name of Cede & Co., as nominee of DTC,
all payments with respect to principal of, premium, if any, and interest on such Bond and all notices
with respect to such Bond shall be made and given, respectively, in the manner provided in the
representation letter of the Board to DTC.

(k) Notice of Redemption. (i) In addition to the Notice of Redemption set forth in the
FORMS OF BONDS, the Paying Agent/Registrar shall give notice of redemption of Bonds by mail,
first-class postage prepaid at least thirty (30) days prior to a redemption date to each registered
securities depository and to any national information service that disseminates redemption notices. In
addition, in the event of a redemption caused by an advance refunding of the Bonds, the Paying
Agent/Registrar shall send a second notice of redemption to the persons specified in the immediately
preceding sentence at least thirty (30) days but not more than ninety (90) days prior to the actual
redemption date. Any notice sent to the registered securities depositories or such national information
services shall be sent so that they are received at least two (2) days prior to the general mailing or
publication date of such notice. The Paying Agent/Registrar shall also send a notice of prepayment
or redemption to the registered owner of any Bond who has not sent the Bonds in for redemption
sixty (60) days after the redemption date.

(ii) Each Notice of Redemption, whether required in the FORMS OF BONDS or in this
Section, shall contain a description of the Bonds to be redeemed including the complete name of the
Bonds, the Series, the date of issue, the interest rate, the maturity date, the CUSIP number, the
certificate numbers, the amounts called of each certificate, the publication and mailing date for the
notice, the date of redemption, the redemption price, the name of the Paying Agent/Registrar and the
address at which the Bonds may be redeemed, including a contact person and telephone number.

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

Section 6. FORMS OF BONDS. The forms of the Bonds, including the form of Paying
Agent/Registrar’s Authentication Certificate, the form of Assignment and the form of Registration
Certificate of the Comptroller of Public Accounts of the State of Texas, if needed with respect to the
Bonds of each Series initially issued and delivered pursuant to this Second Supplement, shall be,
respectively, substantially as set forth in Exhibit B, with such appropriate variations, omissions, or
insertions as are permitted or required by this Second Supplement and any Bond Purchase Contract.

Section 7. ESTABLISHMENT OF FINANCING SYSTEM AND ISSUANCE OF PARITY

OBLIGATIONS. By adoption of the Master Resolution the Board has established The University of
Texas System Revenue Financing System for the purpose of providing a financing structure for

8




revenue supported indebtedness of components of The University of Texas System which are from
time to time included as Members of the Financing System. The Master Resolution is intended to
establish a master plan under which revenue supported debt of the Financing System can be incurred.
This Second Supplement provides for the authorization, issuance, sale, delivery, form, characteristics,
provisions of payment and redemption, and security of the Bonds which are a series of Parity Debt.
The Master Resolution is incorporated herein by reference and as such made a part hereof for all
purposes, except to the extent modified and supplemented hereby, and the Bonds are hereby declared
to be Parity Debt under the Master Resolution. As required by Section 5(a) of the Master
Resolution, the Board hereby determines that it will have sufficient funds to meet the financial
obligations of The University of Texas System, including sufficient Pledged Revenues to satisfy the
Annual Debt Service Requirements of the Financing System and to meet all financial obligations of
the Board relating to the Financing System and that the Members on whose behalf the Bonds are to
be issued possess the financial capacity to satisfy their Direct Obligations after taking the Bonds into
account.

Section 8. SECURITY AND PAYMENTS. The Bonds are special obligations of the Board
payable from and secured solely by the Pledged Revenues pursuant to the Master Resolution and this
Second Supplement. The Pledged Revenues are hereby pledged, subject to the liens securing the
Prior Encumbered Obligations, to the payment of the principal of, premium, if any, and interest on
the Bonds as the same shall become due and payable. The Board agrees to pay the principal of,
premium, if any, and the interest on the Bonds when due, whether by reason of maturity or
redemption.

Section 9. PAYMENTS. Semiannually on or before each principal or interest payment date
while any of the Bonds are outstanding and unpaid, commencing on the first interest payment date for
each respective Series of Bonds as provided in the Bond Purchase Contract, the Board shall make
available to the Paying Agent/Registrar, money sufficient to pay such interest on and such principal
of the Bonds as will accrue or mature, or be subject to mandatory redemption prior to maturity, on
such principal, redemption, or interest payment date. The Paying Agent/Registrar shall cancel all paid
Bonds and shall furnish the Board with an appropriate certificate of cancellation.

Section 10. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED BONDS. (a)
Replacement Bonds. In the event any outstanding 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 Series, principal amount, maturity, and interest rate, and in the same form, as the damaged,
mutilated, lost, stolen, or destroyed Bond, in replacement 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 loss,

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 required 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.
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(c) 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 authorize the payment of the same (without surrender thereof except 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 virtue of the fact that any Bond is lost, stolen, or destroyed shall constitute a contractual
obligation of the Issuer whether or not the lost, stolen, or destroyed Bond shall be found at any time,
or be enforceable by anyone, and shall be entitled to all the benefits of this Second Supplement
equally and proportionately with any and all other Bonds duly issued under this Second Supplement.

(e) Authority for Issuing Replacement Bonds. In accordance with Section 6 of Vernon’s Ann.
Tex. Civ. St. Art. 717k-6, this Section shall constitute authority for the issuance of any such replace-
ment bond without the necessity of further action by 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 authenticate and deliver such Bonds in the form
and manner and with the effect, as provided in Section 5(f) of this Second Supplement for Bonds
issued in exchange and replacement for other Bonds.

Section 11. AMENDMENT OF SUPPLEMENT. (a) Amendments Without Consent. This
Second Supplement and the rights and obligations of the Board and of the owners of the Bonds may
be modified or amended at any time without notice to or the consent of any owner of the Bonds or
any other Parity Debt, solely for any one or more of the following purposes:

(i) To add to the covenants and agreements of the Board contained in this Second
Supplement, other covenants and agreements thereafter to be observed, or to surrender any
right or power reserved to or conferred upon the Board in this Second Supplement;

(i) To cure any ambiguity or inconsistency, or to cure or correct any defective
provisions contained in this Second Supplement, upon receipt by the Board of an approving
opinion of Bond Counsel, that the same is needed for such purpose, and will more clearly
express the intent of this Second Supplement;

(iii) To supplement the security for the Bonds, replace or provide additional credit
facilities, or change the form of the Bonds or make such other changes in the provisions hereof
as the Board may deem necessary or desirable and which shall not, in the judgment of the
Board, materially adversely affect the interests of the owners of the Outstanding Bonds; or

(iv) To make any changes or amendments requested by any bond rating agency then
rating or requested to rate Bonds, as a condition to the issuance or maintenance of a rating,
which changes or amendments do not, in the judgment of the Board, materially adversely affect
the interests of the owners of the Outstanding Bonds.
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(b) Amendments With Consent. Subject to the other provisions of this Second Supplement,
the owners of Outstanding Bonds aggregating 51 percent in Outstanding Principal Amount shall have
the right from time to time to approve any amendment, other than amendments described in
Subsection (a) of this Section, to this Second Supplement which may be deemed necessary or desirable
by the Board, 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, the amendment of the terms and
conditions in this Second Supplement or in the Bonds so as to:

(1)  Make any change in the maturity of the Outstanding Bonds;
(2)  Reduce the rate of interest borne by Outstanding Bonds;
(3)  Reduce the amount of the principal payable on Outstanding Bonds;

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

(5)  Affect the rights of the owners of less than all Bonds then Outstanding; or

(6) Change the minimum percentage of the Outstanding Principal Amount of Bonds
necessary for consent to such amendment.

(c) Notice. If at any time the Board shall desire to amend this Second Supplement other than
pursuant to (a) above, the Board shall cause notice of the proposed amendment to be published in
a financial newspaper or journal of general circulation 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 thereof is on file at the
principal office of the Registrar for inspection by all owners of Bonds. Such publication is not

required, however, if the Board gives or causes to be given such notice in writing to each owner of
Bonds.

(d) Receipt of Consents. 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 Board shall receive an instrument or instruments executed by all of the owners or the
owners of at least 51 percent in Outstanding Principal Amount of Bonds, as appropriate, which
instrument or instruments shall refer to the proposed amendment described in said notice and which
specifically consent to and approve such amendment in substantially the form of the copy thereof on
file as aforesaid, the Board may adopt the amendatory resolution in substantially the same form.

(e) Effect of Amendments. Upon the adoption by the Board of any resolution to amend this
Second Supplement pursuant to the provisions of this Section, this Second Supplement shall be
deemed to be amended in accordance with the amendatory resolution, and the respective rights, duties,
and obligations of the Board and all the owners of then Outstanding Bonds and all future Bonds shall

thereafter be determined, exercised, and enforced under the Resolution and this Second Supplement,
as amended. '
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(f) Consent Irrevocable. Any consent given by any owner of Bonds 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 Bonds 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 Registrar and the Board, but such
revocation shall not be effective if the owners of 51 percent in Outstanding Principal Amount of
Bonds, prior to the attempted revocation, consented to and approved the amendment.

(g) Ownership. For the purpose of this Section, the ownership and other matters relating to
all Bonds registered as to ownership shall be determined from the registration books kept by the
Registrar therefor. The Registrar may conclusively assume that such ownership continues until written
notice to the contrary is served upon the Registrar.

Section 12. COVEN REGARDING TAX- ON. The Issuer covenants to
refrain from any action which would adversely affect, or to take such action to assure, the treatment
of the Bonds as obligations described in section 103 of the Code, the interest on which is not
includable in the "gross income” of the holder for purposes of federal income taxation. In furtherance
thereof, the Issuer covenants as follows:

(a) to take any action to assure that no more than 10 percent of the proceeds of the
Bonds (less amounts deposited to a reserve fund, if any) are used for any "private business
use,” as defined in section 141(b)(6) of the Code or, if more than 10 percent of the proceeds
are so used, that amounts, whether or not received by the Issuer, with respect to such private
business use, do not, under the terms of this Second Supplement or any underlying
arrangement, directly or indirectly, secure or provide for the payment of more than 10 percent
of the debt service on the Bonds, in contravention of section 141(b)(2) of the Code;

(b) to take any action to assure that in the event that the "private business use"
described in subsection (a) hereof exceeds 5 percent of the proceeds of the Bonds (less
amounts deposited into a reserve fund, if any) then the amount in excess of 5 percent is used
for a "private business use® which is “related” and not "disproportionate,” within the meaning
of section 141(b)(3) of the Code, to the governmental use;

(c) to take any action to assure that no amount which is greater than the lesser of
$5,000,000, or 5 percent of the proceeds of the Bonds (less amounts deposited into a reserve
fund, if any) is directly or indirectly used to finance loans to persons, other than state or local
governmental units, in contravention of section 141(c) of the Code;

(d) to refrain from taking any action which would otherwise result in the Bonds being
treated as "private activity bonds” within the meaning of section 141(b) of the Code;

(e) to refrain from taking any action that would result in the Bonds being "federally
guaranteed” within the meaning of section 149(b) of the Code;

(f) to refrain from using any portion of the proceeds of the Bonds, directly or
indirectly, to acquire or to replace funds which were used, directly or indirectly, to acquire
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investment property (as defined in section 148(b)(2) of the Code) which produces a materially
higher yield over the term of the Bonds, other than investment property acquired with --

(1) proceeds of the Bonds invested for a reasonable temporary period of 3
years or less or, in the case of a refunding bond, for a period of 30 days or less until
such proceeds are needed for the purpose for which the bonds are issued,

(2) amounts invested in a bona fide debt service fund, within the meaning of
section 1.103-13(b)(12) of the Treasury Regulations, and

(3) amounts deposited in any reasonably required reserve or replacement fund
to the extent such amounts do not exceed 10 percent of the proceeds of the Bonds;

(g) to otherwise restrict the use of the proceeds of the Bonds or amounts treated as
proceeds of the Bonds, as may be necessary, so that the Bonds do not otherwise contravene
the requirements of section 148 of the Code (relating to arbitrage) and, to the extent
applicable, section 149(d) of the Code (relating to advance refundings);

(h) to pay to the United States of America at least once during each five-year period
(beginning on the date of delivery of the Bonds) an amount that is at least equal to 90 percent
of the "Excess Earnings," within the meaning of section 148(f) of the Code and to pay to the
United States of America, not later than 60 days after the Bonds have been paid in full, 100
percent of the amount then required to be paid as a result of Excess Earnings under section
148(f) of the Code; and

(i) to maintain such records as will enable the Issuer to fulfill its responsibilities under
this section and section 148 of the Code and to retain such records for at least six years
following the final payment of principal and interest on the Bonds.

For purposes of the foregoing, the term "proceeds” includes any amounts which are "transferred
proceeds” resulting by virtue of the payment of principal on, interest of, or redemption premium on,
the Refunded Bonds if any. It is the understanding of the Issuer that the covenants contained herein
are intended to assure compliance with the Code and any regulations or rulings promulgated by the
US. Department of the Treasury pursuant thereto. In the event that regulations or rulings are
hereafter promulgated which modify, or expand provisions of the Code, as applicable to the Bonds, the
Issuer will not be required to comply with any covenant contained herein to the extent that such
failure to comply, in the opinion of nationally-recognized bond counsel, will not adversely affect the
exemption from federal income taxation of interest on the Bonds under section 103 of the Code. In
the event that regulations or rulings are hereafter promulgated which impose additional requirements
which are applicable to the Bonds, the Issuer agrees to comply with the additional requirements to the
extent necessary, in the opinion of nationally-recognized bond counsel, to preserve the exemption from
federal income taxation of interest on the Bonds under section 103 of the Code. In furtherance of
such intention, the Issuer hereby authorizes and directs the Board Representative to execute any
documents, certificates or reports required by the Code and to make such elections, on behalf of the
Issuer, which may be permitted by the Code as are consistent with the purpose for the issuance of the
Bonds. :
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In order to facilitate compliance with the above covenants (g), (h), and (i), a "Rebate Fund"
is hereby established by the Issuer for the sole benefit of the United States of America, and such
Fund shall not be subject to the claim of any other person, including without limitation the
bondholders. The Rebate Fund is established for the additional purpose of compliance with section
148 of the Code.

Section 13. SECOND SUPPLEMENT TO CONSTITUTE A CONTRACT; EQUAL
SECURITY. In consideration of the acceptance of the Bonds, the issuance of which is authorized
hereunder, by those who shall hold the same from time to time, this Second Supplement shall be
deemed to be and shall constitute a contract between the Board and the Holders from time to time
of the Bonds and the pledge made in this Second Supplement by the Board and the covenants and
agreements set forth in this Second Supplement to be performed by the Board shall be for the equal
and proportionate benefit, security, and protection of all Holders, without preference, priority, or
distinction as to security or otherwise of any of the Bonds authorized hereunder over any of the others
by reason of time of issuance, sale, or maturity thereof or otherwise for any cause whatsoever, except
as expressly provided in or permitted by this Second Supplement.

Section 14. SEVERABILITY OF INVALID PROVISIONS. If any one or more of the
covenants, agreements, or provisions herein contained shall be held contrary to any express provisions
of law or contrary to the policy of express law, though not expressly prohibited, or against public
policy, or shall for any reason whatsoever be held invalid, then such covenants, agreements, or
provisions shall be null and void and shall be deemed separable from the remaining covenants,
agreements, or provisions and shall in no way affect the validity of any of the other provisions hereof
or of the Bonds issued hereunder.

Section 15. PAYMENT AND PERFORMANCE ON BUSINESS DAYS. Except as provided
to the contrary in the Forms of Bonds, whenever under the terms of this Second Supplement or the
Bonds, the performance date of any provision hereof or thereof, including the payment of principal
of or interest on the Bonds, shall occur on a day other than a Business Day, then the performance
thereof, including the payment of principal of and interest on the Bonds, need not be made on such
day but may be performed or paid, as the case may be, on the next succeeding Business Day with the
same force and effect as if made on the date of performance or payment.

Section 16. LIMITATION OF BENEFITS WITH RESPECT TO THE SECOND
SUPPLEMENT. With the exception of the rights or benefits herein expressly conferred, nothing
expressed or contained herein or implied from the provisions of this Second Supplement or the Bonds
is intended or should be construed to confer upon or give to any person other than the Board, the
Holders, and the Paying Agent/Registrar, any legal or equitable right, remedy, or claim under or by
reason of or in respect to this Second Supplement or any covenant, condition, stipulation, promise,
agreement, or provision herein contained. This Second Supplement and all of the covenants, condi-
tions, stipulations, promises, agreements, and provisions hereof are intended to be and shall be for and
inure to the sole and exclusive benefit of the Board, the Holders, and the Paying Agent/Registrar as
herein and therein provided.

Section 17. CUSTODY, APPROVAL, BOND COUNSEL’S OPINION, CUSIP NUMBERS,

PREAMBLE AND INSURANCE. The Board Representative is hereby authorized to have control
of the Bonds issued hereunder and all necessary records and proceedings pertaining to the Bonds
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pending their delivery and approval by the Attorney General of the State of Texas of the proceedings
authorizing the Bonds in accordance with Vernon’s Ann. Tex. Civ. St. Article 717q, as amended. If
the Board Representative deems it to be necessary or advisable, he is also authorized, in his discretion,
to request that the Attorney General approve the Bonds as permitted by Vernon’s Ann. Tex. Civ. St.
Article 717k-8, in which case he also is authorized to request the Comptroller of Public Accounts
register the Bonds, and to cause an appropriate legend reflecting such approval and registration to
appear on the Bonds and the substitute Bonds. 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 Bonds
and on any Bonds issued and delivered in exchange or replacement of any Bond, but neither shall
have any legal effect, and shall be solely for the convenience and information of the registered owners
of the Bonds. The preamble to the Second Supplement is hereby adopted and made a part of this
Second Supplement for all purposes. If insurance is obtained on any of the Bonds, the Bonds shall
bear, as appropriate and applicable, a legend concerning insurance as provided by the Insurer.

Section 18. REFUNDING OF REFUNDED BONDS; ESCROW AGREEMENT. That
concurrently with the respective deliveries of the Series 1991A Bonds and the Series 1991C Bonds the
Board Representative shall cause to be deposited an amount from the proceeds from the sale of the
respective Series of Bonds with Ameritrust Texas National Association, in Austin, Texas as Escrow
Agent, sufficient to provide for the refunding of the respective Refunded Bonds in accordance with
Section 7A of Vernon’s Ann. Tex Civ. St. Article 717k, as amended. That concurrently with the
delivery of the Series 1991B Bonds the Board Representative shall cause to be deposited an amount
from the proceeds from the sale of the Series 1991B Bonds with Morgan Guaranty Trust Company
of New York, New York, New York as Escrow Agent, sufficient to provide for the refunding of all
of the Series 1991B Refunded Bonds in accordance with Section 7A of Vernon’s Ann. Tex. Civ. St.
Article 717k, as amended. The Board Representative is hereby authorized, for and on behalf of the
Issuer, to execute appropriate Escrow Agreements to accomplish such purposes, in substantially the
form and substance submitted to the Board at the meeting at which this Second Supplement is
adopted.

Section 19. REDEMPTION OF REFUNDED BONDS. The Board hereby determines that
the Series 1991A Refunded Bonds shall be called for redemption on the dates and at the redemption
prices determined by the Board Representative in accordance with the provision of the resolutions
authorizing their issuance. The Board Representative shall take such actions as are necessary to cause
the required notice of such redemptions to be given.

Section 20. FURTHER PROCEDURES; OFFICIAL STATEMENT. The Executive
Committee, each member of the Executive Committee, Board Representative, and all other officers,
employees, and agents of the Board, and each of them, shall be and they are hereby expressly
authorized, empowered, and directed from time to time and at any time to do and perform all such
acts and things and to execute, acknowledge, and deliver in the name and under the corporate seal
and on behalf of the Issuer all such instruments, whether or not herein mentioned, as may be neces-
sary or desirable in order to carry out the terms and provisions of this Second Supplement, the Bonds,
the Escrow Agreement, the redemption prior to maturity of the Refunded Bonds, the sale and delivery
of the Bonds and fixing all details in connection therewith, any Bond Purchase Contract entered into
in connection with the Bonds, and to approve any Official Statement, or supplements thereto, in
connection with the Bonds. The draft Preliminary Official Statement relating to the- Bonds submitted
to the Board at the meeting at which this Second Supplement is adopted is hereby approved and the
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Board Representative is authorized to approve any changes to said document and to authorize its
distribution by the Underwriters to prospective purchasers of the Bonds. In case any officer whose
signature shall appear on the Bonds shall cease to be such officer before the delivery of the Bonds,
such signature shall nevertheless be valid and sufficient for all purposes the same as if such officer had
remained in office until such delivery.

Section 21. DTC LETTER OF REPRESENTATION. The Board Representative is
authorized and directed to enter into a Letter of Representation with DTC with respect to each
Series of Bonds to implement the Book-Entry Only System of Bond Registration.

Section 22. REPEAL OF CONFLICTING RESOLUTIONS. All resolutions and all parts of
any resolutions which are in conflict or inconsistent with this Second Supplement are hereby repealed
and shall be of no further force or effect to the extent of such conflict or inconsistency.

Section 23. PUBLIC NOTICE. It is hereby found and determined that each of the officers
and members of the Board was duly and sufficiently notified officially and personally, in advance, of
the time, place, and purpose of the Meeting at which this Second Supplement was adopted; that this
Second Supplement would be introduced and considered for adoption at said meeting; 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.

ADOPTED AND APPROVED this the 14th day of February, 1991.

Chairman, Board of Regents of
The University of Texas System

ATTEST:

Executive Secretary, Board of Regents of
The University of Texas System
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EXHIBIT A
DEFINITIONS

As used in this Second Supplement the following terms and expressions shall have the
meanings set forth below, unless the text hereof specifically indicates otherwise:

The term "Acts” shall mean, collectively, Articles 717k and 717q, V.A.T.C.S,, as amended, and
Chapter 55, Texas Education Code, as amended.

The term "Authorized Denominations” shall mean Authorized Denominations as defined in
Section 2 of this Second Supplement.

The terms "Board” and "Issuer” shall mean the Board of Regents of The University of Texas
System or any successor thereto.

The term "Board Representative” shall mean the Executive Vice Chancellor for Asset
Management or such other official of The University of Texas System appointed by the Chairman of
the Board to carry out the functions of the Board specified herein.

The term "Bonds" shall mean collectively the Series 1991A Bonds, the Series 1991B Bonds, and
the Series 1991C Bonds, and all substitute bonds exchanged therefor, and all other substitute and

replacement bonds issued pursuant to this Second Supplement; and the term "Bond” means any of the
Bonds.

The term "Bond Purchase Contract” shall mean the agreement to purchase one or more of
the Series of Bonds authorized by this Second Supplement.

The term "Business Day” shall mean any day which is not a Saturday, Sunday, legal holiday, or
a day on which banking institutions in The City of New York, New York or in the city where the
principal corporate trust office of the Paying Agent/Registrar is located are authorized by law or
executive order to close.

The term "Capital Appreciation Bonds" shall mean the Bonds of each Series of the Bonds on
which no interest is paid prior to maturity, maturing variously in each of the years and in the
aggregate principal amount as set forth in the Bond Purchase Contract.

The term "Code” means the Internal Revenue Code of 1986, as amended.

The term "Compounded Amount" shall mean, with respect to a Capital Appreciation Bond, as
of any particular date of calculation, the original principal amount thereof, plus all interest accrued and
compounded to the particular date of calculation, as determined in accordance with Section 4 of this
Second Supplement and the Compounded Amount Table relating to such Bonds.

The term "Compounded Amount Table" shall mean, with respect to the Capital Appreciation
Bonds of a Series of Bonds, the table attached as an Exhibit to the Bond Purchase Contract relating
to such Series of Bonds which shows the Compounded Amounts per $5,000 Maturity Amount on the
Compounding Dates for each maturity to its Stated Maturity.
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The term "Compounding Dates" shall mean Compounding Dates as defined in Section 4 of this
Second Supplement.

The term "Current Interest Bonds" shall mean the Bonds of each Series of the Bonds paying
current interest and maturing in each of the years and in the aggregate principal amounts set forth in
the Bond Purchase Contract.

The term "DTC" shall mean The Depository Trust Company, New York, New York, or any
successor securities depository.

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

The term "Issuance Date" shall mean the date of delivery of each Series of Bonds to the initial
purchaser or purchasers thereof against payment therefor.

The term "Master Resolution” shall mean the Master Resolution Establishing The University
of Texas System Revenue Financing System adopted by the Board on April 12, 1990, as amended and
restated on February 14, 1991.

The term "Maturity” shall mean the date on which the principal of a Bond becomes due and
payable as therein and herein provided, whether at Stated Maturity, by redemption, declaration of
acceleration, or otherwise.

The term "Maturity Amount” shall mean the Compounded Amount of a Capital Appreciation
Bond due on its Stated Maturity.

The terms "Paying Agent/Registrar,” "Paying Agent” or "Registrar” shall mean the agent
appointed pursuant to Section 5 of this Second Supplement, or any successor to such agent.

The term "Record Date" shall mean, with respect to the Bonds, the last calendar day of each
month preceding an interest payment date.

The term "Refunded Bonds® shall mean, collectively, the Series 1991A Refunded Bonds, the
Series 1991B Refunded Bonds, and the Series 1991C Refunded Bonds.

The term "Registration Books" shall mean the books or records relating to the registration,
payment, and transfer or exchange of the Bonds maintained by the Paying Agent/Registrar pursuant
to Section 5 of this Second Supplement.

The term "Second Supplement” shall mean this resolution authorizing the Bonds.

The term "Series 1991A Bonds" shall mean the Board of Regents of The University of Texas

System Revenue Financing System Refunding Bonds, Series 1991A authorized by this Second
Supplement.
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The term "Series 1991B Bonds" shall mean the Board of Regents of The University of Texas
System Revenue Financing System Refunding Bonds, Series 1991B authorized by this Second
Supplement.

The term "Series 1991C Bonds" shall mean the Board of Regents of The University of Texas
System Revenue Financing System Refunding Bonds, Series 1991C authorized by this Second
Supplement.

The term "Series 1991A Refunded Bonds" shall mean the Board of Regents of The University
of Texas System General Revenue Refunding Bonds, Series 1986 being refunded by the Series 1991A
Bonds.

The term "Series 1991B Refunded Bonds" shall mean the Board of Regents of The University
of Texas System Revenue Financing System Commercial Paper Notes, Series A currently outstanding.

The term "Series 1991C Refunded Bonds" shall mean the below listed obligations of the Board
being refunded by the Series 1991C Bonds:

Board of Regents of Pan American College Utility Plant Student Fee Revenue Bonds,
Series 1968;

Board of Regents of Pan American College Auxiliary Enterprise System Revenue Bond,
Series A of 1968;

Board of Regents of Pan American College Auxiliary Enterprise System Revenue Bond,
Series B of 1968;

Board of Regents of Pan American College Auxiliary Enterprise System Revenue Bond,
Series C of 1968;

Board of Regents of Pan American College Auxiliary Enterprise System Revenue Bonds
Series D of 1968;

Board of Regents of Pan American College Student Fee Revenue Bonds, Series 1969;

Board of Regents of Pan American University Combined Fee Revenue Bonds, Series
1971;

Board of Regents of Pan American University Auxiliary Enterprise System Revenue
Bonds, Series 1973; and

Board of Regents of Pan American University Auxiliary Enterprise System Revenue
Bonds, Series 1977.

The term "Stated Maturity®, shall mean, when used with respect to the Bonds, the scheduled
maturity or mandatory sinking fund redemption of the Bonds.

The term "Underwriter” shall mean Underwriter as defined in Section 3 of this Second
Supplement.
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The term "U.T. System Improvements” shall mean the following projects which are to be
financed in whole or in part with the proceeds of the Series 1991B Bonds:

L. The University of Texas Southwestern Medical Center at Dallas
(a) Aston Ambulatory Care Center additions and renovations, $21,500,000

(b) North Campus - Phase I, construction and equipping of building and energy plant,
$28,500,000

II. The University of Texas at Austin
(a) Student Union Building additions and renovations, $6,000,000
III. The University of Texas M. D. Anderson Cancer Center

(a) Rotary House construction, $9,638,000
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EXHIBIT B

FORMS OF BONDS

The paragraphs and bracketed phrases designated with an asterisk denote paragraphs which
are to be included in the Series 1990A Bonds and the paragraphs and bracketed phrases
designated with a double asterisk denote paragraphs which are to be included in the Series
1990B Bonds.

UNITED STATES OF AMERICA
STATE OF TEXAS
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM REFUNDING BOND
*(SERIES 1991A] **[SERIES 1991B] ***[SERIES 1991C]

[FORM OF FIRST TWO PARAGRAPHS OF CURRENT INTEREST BONDS]

NO. R-_ PRINCIPAL
AMOUNT
$
INTEREST RATE MATURITY DATE ND DATE CUSIP NO.
% 1991 .

REGISTERED OWNER:
PRINCIPAL AMOUNT: DOLLARS

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 Owner specified
above or the registered assignee hereof (either being hereinafter called the "registered owner")
the principal amount specified above and to pay interest thereon, calculated on the basis of
a 360-day year composed of twelve 30-day months, from the Bond Date specified above, to
the Maturity Date specified above, or the date of redemption prior to maturity, at the interest
rate per annum specified above; with interest being payable on _, 199, and
semiannually on each and thereafter, except that if the date
of authentication of this Bond is later than the first Record Date (hereinafter defined), such
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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 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, solely from
funds of the Issuer required by the resolution authorizing the issuance of the Bonds to be on
deposit with the Paying Agent/Registrar for such purpose as hereinafter provided. 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 corporate trust office of Ameritrust Texas National Association, Dallas, Texas, which
is the "Paying Agent/Registrar” for this Bond. The payment 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, dated as of such interest payment date, and such check shall be sent by the
Paying Agent/Registrar by United States mail, first-class postage prepaid, on each such
interest payment date, to the registered owner hereof, at the address of the registered owner,
as it appeared on the last day of the month next preceding each such date (the "Record
Date") on the Registration Books kept by the Paying Agent/Registrar, as hereinafter
described; provided, that upon the written request of any owner of not less than $1,000,000
in principal amount of Bonds provided to the Paying Agent/Registrar not later than the
Record Date immediately preceding an interest payment date, interest due on such interest
payment date shall be made by wire transfer to any designated account within the United
States of America. In addition, interest may be paid by such other method acceptable to the
Paying Agent/Registrar, requested by, and at the risk and expense of, the registered owner
hereof. Any accrued interest due upon the redemption of this Bond prior to maturity as
provided herein shall be paid to the registered owner upon presentation and surrender of this
Bond for redemption and payment at the principal corporate trust office of the Paying
Agent/Registrar. The Issuer covenants with the registered owner of this Bond that on or
before each principal payment date and interest payment date for this Bond it will make
available to the Paying Agent/Registrar, the amounts required to provide for the payment, in
immediately available funds, of all principal of and interest on the Bonds, when due.
Notwithstanding the foregoing, during any period in which ownership of the Bonds is
determined by a book entry at a securities depository for the Bonds, payments made to the
securities depository, or its nominee, shall be made in accordance with arrangements between
the Issuer and the securities depository. Terms used herein and not otherwise defined have
the meaning given in the Bond Resolution.




[FORM OF FIRST TWO PARAGRAPHS OF
CAPITAL APPRECIATION BONDS]

NO. CR-__ MATURITY

AMOUNT

INTEREST RATE MATURITY DATE SS DATE CUSIP NO.
—_% 1991

REGISTERED OWNER:
ORIGINAL PRINCIPAL AMOUNT: DOLLARS

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 Owner specified
above or the registered assignee hereof (either being hereinafter called the "registered owner")
the Maturity Amount specified above representing the original principal amount specified
above and accrued and compounded interest thereon. Interest shall accrue on the original
principal amount hereof from the Issuance Date at the interest rate per annum specified
above (subject to rounding to the Compounded Amounts as provided in the Bond
Resolution), compounded semiannually on __ and __ of each year,
commencing _ 199_. For convenience of reference, a table appears on the back
of this Bond showing the "Compounded Amount" of the original principal amount per $5,000
Maturity Amount compounded semiannually at the yield shown on such table.

THE MATURITY AMOUNT OF this Bond is payable in lawful money of the
United States of America, without exchange or collection charges, solely from funds of the
Issuer required by the Bond Resolution to be on deposit with the Paying Agent/Registrar for
such purpose as hereinafter provided. The Maturity Amount or Compounded Amount of this
Bond shall be paid to the registered owner hereof upon presentation and surrender of this
Bond at maturity or upon the date fixed for its redemption prior to maturity, as the case may
be, at the corporate trust office of Ameritrust Texas National Association, Dallas, Texas,
which is the "Paying Agent/Registrar” for this Bond. The Issuer covenants with the registered
owner of this Bond that on or before the Maturity Date for this Bond it will make available
to the Paying Agent/Registrar, the amount required to provide for the payment, in
immediately available funds, of the Maturity Amount when due. Notwithstanding the
foregoing, during any period in which ownership of the Bonds is determined by a book entry
at a securities depository for the Bonds, payments made to the securities depository, or its
nominee, shall be made in accordance with arrangements between the Issuer and the
securities depository. Terms used herein and not otherwise defined have the meaning given
in the Bond Resolution.
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[FORM OF REMAINDER OF CURRENT INTEREST BONDS
AND CAPITAL APPRECIATION BONDS]

*This Bond is one of a Series of bonds authorized in the aggregate principal
amount of § pursuant to a Second Supplemental Resolution to the Master
Resolution adopted February 14, 1991, and pursuant to the Master Resolution referred
therein- (collectively, the "Bond Resolution") for the purpose of refunding the Series 1991A
Refunded Bonds, and paying the costs related thereto, {and comprised of (i) Bonds in the
aggregate principal amount of § that pay interest only at maturity (the "Capital
Appreciation Bonds") and (ii) Bonds in the aggregate principal amount of $ that
pay interest semiannually until maturity (the "Current Interest Bonds").]

**This Bond is one of a Series of bonds authorized in the aggregate principal
amount of § pursuant to a Second Supplemental Resolution to the Master
Resolution adopted February 14, 1991, and pursuant to the Master Resolution referred
therein (collectively, the "Bond Resolution™) for the purpose of (i) refunding the Series 1991B
Refunded Bonds (ii) acquiring, purchasing, constructing, improving, enlarging, and equipping
the U. T. System Improvements for certain Members of the Revenue Financing System, and
(iii) paying the costs related thereto, [and comprised of (i) Bonds in the aggregate principal
amount of $§ that pay interest only at maturity (the "Capital Appreciation
Bonds") and (ii) Bonds in the aggregate principal amount of $ that pay interest
semiannually until maturity (the "Current Interest Bonds").]

***This Bond is one of a Series of bonds authorized in the aggregate principal
amount of § pursuant to a Second Supplemental Resolution to the Master
Resolution adopted February 14, 1991, and pursuant to the Master Resolution referred
therein (collectively, the "Bond Resolution") for the purpose of refunding the Series 1991C
Refunded Bonds and paying the costs related thereto, [and comprised of (i) Bonds in the

aggregate principal amount of § that pay interest only at maturity (the "Capital
Appreciation Bonds") and (ii) Bonds in the aggregate principal amount of § that
pay interest semiannually until maturity (the "Current Interest Bonds").]

ON — , or on any date thereafter, the Bonds of this Series
scheduled to mature on in each of the years ____ through ____ and on o

___, may be redeemed prior to y 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 portion thereof, 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
and accrued interest to the date fixed for redemption; provided that during any period in
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which ownership of the Bonds is determined by a book entry at a securities depository for the
Bonds, if fewer than all of the Bonds of the same maturity and bearing the same interest rate
are to be redeemed, the particular Bonds of such maturity and bearing such interest rate shall
be selected in accordance with the arrangements between the Issuer and the securities

depository.

The Bonds of this issue scheduled to mature on __, ___, are subject to
mandatory sinking fund redemption prior to their scheduled maturity and shall be redeemed
by the Issuer, in part, prior to their scheduled maturity, with the particular Bonds or por-
tions thereof 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 Interest 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, respectively, as set forth in the following schedule:

Bonds Maturing

Principal
Redemption Date Amount

The principal amount of the Bonds required to be redeemed on each such redemption date
pursuant to the foregoing operation of the mandatory sinking fund shall be reduced, at the
option of the Issuer, by the principal amount of any Bonds, 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/Registrar for cancellation, or (2) shall have been acquired and
cancelled by the Paying Agent/Registrar at the direction of the Issuer, in either case of (1)
or (2) at a price not exceeding the par or principal amount of such Bonds, or (3) have been
redeemed pursuant to the optional redemption provisions set forth above and not there-
tofore credited against a mandatory sinking fund redemption. During any period in which
ownership of the Bonds is determined by a book entry at a securities depository for the
Bonds, if fewer than all of the Bonds of the same maturity and bearing the same interest rate
shall be selected in accordance with the arrangements between the Issuer and the securities
depository.

AT LEAST 30 days prior to the date fixed for any redemption of Bonds or
portions thereof prior to maturity a written notice of such redemption shall be published once
in a financial publication, journal, or report of general circulation among securities dealers in
The City of New York, New York (including, but not limited to, The Bond Buyer and The
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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 defect therein or in the sending or mailing
thereof, shall not affect the validity or effectiveness of the proceedings for the redemption of
any Bond, and it is hereby specifically provided that the publication of such notice as required
above shall be the only notice actually required in connection with or as a prerequisite to the
redemption of any Bonds or portions thereof. By the date fixed for any such redemption due
provision shall be made with the Paying Agent/Registrar for the payment of the required
redemption price for the Bonds or portions thereof which are to be so redeemed. If such
written notice of redemption is published and if due provision for such payment is made, all
as provided above, the Bonds or portions thereof which are to be so redeemed thereby
automatically shall be treated as redeemed prior to their scheduled maturities, and they shall
not bear interest after the date fixed for redemption, and they shall not be regarded as being
outstanding except for the right of the registered owner to receive the redemption price 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, payable in the same manner, in any authorized denomination 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 Resolution.

IF THE DATE for the payment of the principal of or interest on this Bond
shall be a Saturday, Sunday, a legal holiday, or a day on which banking institutions in The
City of New York, New York, or in the city where the principal corporate trust office of the
Paying Agent/Registrar is located are authorized by law or executive 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 authorized 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 OR ANY PORTION OR PORTIONS HEREOF IN ANY AU-
THORIZED DENOMINATION may be assigned and shall be transferred 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 satisfactory to the Paying
Agent/Registrar, evidencing assignment of this Bond or any portion or portions hereof in any
authorized denomination 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 registered owner or
its duly authorized attorney or representative, to evidence the assignment hereof. A new
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Bond or Bonds payable to such assignee or assignees (which then will be the new registered
owner or owners of such new Bond or Bonds), or to the previous registered owner in the
case of the assignment and transfer of only a portion of this Bond, may be delivered by the
Paying Agent/Registrar in exchange for this Bond, all in the form and manner as provided in
the next paragraph hereof for the exchange of other Bonds. The Issuer shall pay the Paying
Agent/Registrar’s fees and charges, if any, for making such transfer or exchange as provided
below, but the one requesting such transfer or exchange shall pay any taxes or other
governmental charges required to be paid with respect thereto. The Paying Agent/Registrar
shall not be required to make transfers of registration or exchange of this Bond or any
portion hereof (i) [with respect to Current Interest Bonds,] 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, to the extent
permitted by law, the Issuer and the Paying Agent/Registrar shall not be affected by any
notice to the contrary.

ALL BONDS OF THIS SERIES are issuable solely as fully registered bonds,
without interest coupons, [with respect to Current Interest Bonds,] in the denomination of any
integral multiple of $5,000, [and with respect to Capital Appreciation Bonds, in the
denomination of $5,000 Maturity Amounts or any integral multiple thereof.] As provided in
the Bond Resolution, this Bond, or any unredeemed portion hereof, may, at the request of
the registered owner or the assignee or assignees hereof, be exchanged for a like aggregate
principal amount of fully registered bonds, without interest coupons, payable to the
appropriate registered owner, assignee, or assignees, as the case may be, having the same
maturity date, in the same form, and bearing interest at the same rate, in any authorized
denomination 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 Reso-
lution.

WHENEVER the beneficial ownership of this Bond is determined by a book
entry at a securities depository for the Bonds, the foregoing requirements of holding,
delivering, or transferring this Bond shall be modified to require the appropriate person or
entity to meet the requirements of the securities depository as to registering or transferring
the book entry to produce the same effect.

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
Resolution that it promptly will appoint a competent and legally qualified substitute therefor,
and promptly will cause written notice thereof to be mailed to the registered owners of the
Bonds. '
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IT IS HEREBY certified, recited, and covenanted that this Bond has been duly
and validly authorized, issued, and delivered; that all acts, conditions, and things required 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; that the Series of Bonds of which this Bond is one constitute Parity Debt under the
Master Resolution; and that the interest on and principal of this Bond, together with the
other Bonds of this Series and the other outstanding Parity Debt are equally and ratably
secured by and payable from a lien on and pledge of the Pledged Revenues, subject only to
the provisions of the Prior Encumbered Obligations.

THE ISSUER has reserved the right, subject to the restrictions referred to in
the Bond Resolution, (i) to issue additional Parity Debt which also may be secured by and
made payable from a lien on and pledge of the aforesaid Pledged Revenues, in the same
manner and to the same extent as this Bond, and (ii) to amend the provisions of the Bond
Resolution under the conditions provided in the Bond Resolution.

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 source whatsoever other than specified in the Bond Resolution.

BY BECOMING the registered owner of this Bond, the registered owner
thereby acknowledges all of the terms and provisions 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 provisions of this Bond and the Bond Resolution constitute a contract between
each registered owner hereof and the Issuer.

IN WITNESS WHEREQOF, the Issuer has caused this Bond to be signed with
the manual or facsimile signature of the Chairman of the Issuer and countersigned with the
manual or 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 facsimile, on this Bond.

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

(BOARD SEAL)
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OR F G A GIS ICATION CERTIFICATE

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 Attorney General of the State of Texas and
registered by the Comptroller of Public Accounts of the State of Texas.

AMERITRUST TEXAS NATIONAL ASSOCIATION
Paying Agent/Registrar

Dated

Authorized Representative




FORM OF ASSIGNMENT:
ASSIGNMENT

FOR VALUE RECEIVED, the undersigned registered owner of this Bond, or
duly authorized representative or attorney thereof, 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 transfer the registration of this Bond on the Paying Agent/Registrar’s Registration
Books with full power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: This signature must be Registered Owner

guaranteed by a member of the New NOTICE: This signature must
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.
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[FORM OF REGISTRATION CERTIFICATE OF
COMPTROLLER OF PUBLIC ACCOUNTS TO BE USED IF
THE BONDS ARE TO BE SO REGISTERED]

- COMPTROLLER'’S REGISTRATION CERTIFICATE: REGISTER NO.
I hereby certify that this Bond has been examined, certified 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)

Provisions of Bonds related to redemption are to be deleted if the Series of Bonds is not
subject to redemption. Bracketed information relates to Capital Appreciation Bonds and its
use will depend on whether any Bonds of a Series are Capital Appreciation Bonds.
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time the Official Statcment is delivered in final form. Under no circumstances shall this Preliminary Oflicial Statement constitute an offer to sell or the solicitation of an offer to buy nor shall there be any

This Preliminary Official Statement and information contained herein are subject 10 completion or amendment without notice. These securities may not be sold nor an offer (o buy be accepted prior to the
sale of these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.

DRALT 2/Lcr9dL
PRELIMINARY OFFICIAL STATEMENT DATED

OFFICIAL STATEMENT
BOOK-ENTRY ONLY RATINGS: (See “RATINGS"™)

Delivery of the Bonds is subject to the opinion of McCall, Parkhurst & Horton, Bond Counsel, that under statutes, thmlingsandm#
dacisions existing on the dats thereof, interest on ths is excludable from gross incoms for federal income tax purposes and the will not be private activity
bonds the interest on which will be included as an alternative minimum lax preference item under Section 57(a)5) of the Internal Revenue Code of 1986. See “TAX
EXEMPTION? for a discussion of certain collateral federal tax consequences, including the alternative minimum tax on corporations.

$282,550,000*
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
Revenue Financing System Refunding Bonds

$ 187,800,000* Series 1991A

$ 91,255,000* Series 1991B

$ 3,495,000 Series 1991C
Dated: 1, 1991 Due: , as shown below

The Bonds of each Series (the “Bonds”) are special obligations of the Board of Regents (the “Board”) of The University of Texas
System (the “University System”), payable from and secured by a lien on “Pledged Revenues” (as defined herein) of the University
System’s Revenue Financing System on a parity with the Board’s outstanding “Parity Debt” (as defined herein). The Bonds are issued
pursuant to a Master Resolution of the which established the Revenue Fuund%Syswm and a Supplemental Resolution of
the Board which provides for issuance of the Bonds. THE BOARD HAS NO TAXING POWER, AND NEITHER THE FULL FAITH
AND CREDIT NOR THE TAXING POWER OF THE STATE OF TEXAS OR ANY AGENCY OR POLITICAL SUBDIVISION
THEREOF IS PLEDGED AS SECURITY FOR THE BONDS. THE OWNERS OF THE BONDS SHALL NEVER HAVE THE RIGHT
g? DEM;I;D PAYMENT ofl;m BONDS FROM ANY SOURCE OTHER THAN PLEDGED REVENUES. See “DESCRIPTION

THE BONDS—Security for the Bonds.”

Proceeds from the sale of the Bonds, together with other available mo of the Board, will be used for the purposes of refunding
certain outstanding obligations of the Board and of providing funds to pay the cost of improvements at certain component institutions
of the University System. See “PLAN OF FINANCING.”

Interest on the Bonds will accrue from 1, 1991, and is payable on A\;ﬁ: 15 and February 15 of each year, commencing
August 15, 1991, calculated on the basis of a 360-day year composed of twelve y months. The Bonds are issuable only as fully
registered bonds, without coupons, and, when issued, will be initially registered in the name of Cede & Co., as registered owner and
nominee for The Depository Trust Company, New York, New York (“DTC”), which initially will act as securities depository for all of
the Bonds pursuant to a bookentry only system described herein. Beneficial ownership of the Bonds may be acquired in
denominations of $5,000 or any integral multiple thereof. Beneficial owners of the Bonds vnﬂ not receive physical delivery of bond
certificates c:::rt as described herein. For so long as Cede & Co., as nominee of DTG, is the exclusive registered owner of the Bonds,
principal of redemption premium, it;):lnﬁ,’and interest on the Bonds will be payable by the Paying Agent/Registrar, initially
Ameritrust Texas National Association, , Texas, to DTC on cach applicable Eymem date. DTC will be responsible for

gism'buﬁng the amounts so paid to the beneficial owners of the Bonds. See “D ON OF THE BONDS~Book-Entry Only
ystem.”

The Bonds maturing in __ through ___ are subject to optional redemption prior to maturity, in whole or in part, on 15,
s OF On any date thereafter as described hercin. The term Bonds maturingon___________ are also subject to mandatory
sinking fund redemption in the amounts and on the dates set forth herein. See “DESCRIPTION OF THE BO emption.”

MATURITY SCHEDULE* i
Yield Yield Yield
Mawro* Amount Rate orPricc  Mawnty® Amount Rate  orPric Mawrity*  Amount Rate  or Price
$ % % $ % % $ % %
Term Bonds

. % Series 1991A Bonds, due
o % Series 1991B Bonds, due
* % Series 1991C Bonds, due

S
§
$
WMMT"MUM‘MW 1o approval of legulity by the Attorney General of ths State of Texas and the opinion of McCall, Parkhurst
&’ Horton, Dallas, mMWJWWMﬂJM&ﬁwM{QM Elkins, Houston and Austin, Texas, and for
the University System by Basza, Lannen & Moyé, Dallas, Texas. The Sevies 1991A Bonds and Seriss 1991B Bonds ars expected to be availabls for delivery on or
about _____, 1991, in New York, New York. The Series 1991C Bonds are expocted to bs available for deliveryonoradout _________, 1991, in New York,
New York.

GOLDMAN, SACHS & CO.
[List of Co-Managers]

Dated: _____ = __,1991

*preliminary, subject to change
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No decler, broker, salesman or other person has been authorized by the Board or the Underwriters to give eny information or o make any represeniations other than thase contained
in this Official Statement, and if given or made, such other information or representations must not be relied upon as having been authorized by the Board or the Underwriters. The
price and other terms respecting the offering and sals of the Bonds may be changed from time to time by the Underwriters after the Bonds are released for sals, and the Bonds may be
offered and sold at prices other than the initial offering prices, including salss (o deslers who may sell the Bonds into investment accounts. This Official Statement is not 10 be used
in connection with an offer 10 sell or the solicitation of an offer to buy the Bonds in any state in which such offer or solicitation is not authorized or in which the person making such
offer or solicitation is mot qualified 10 do o or 1o any person to whom it is unlawful to make such offer or solicitation.

Any information and expressions of opinion hevein contained are subject to change withous notics, and neither the delivery of this Official Statement nor any sals made hereunder
shall, under any circumstances, create any implication thes there Aas boen no change in the affairs of the Board or other matters described Aervin sincs the date Aereof.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE
OR MAINTAIN THE MARKET PRICE OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME
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$282,550,000*

BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM

Revenue Financing System Refunding Bonds
$187,800,000* Series 1991A
$91,255,000* Series 1991B
$3,495,000* Series 1991C

INTRODUCTION

This Official Statement, which includes the cover page and the Appendices hereto, provides certain information
regarding the issuance by the Board of Regents of The University of Texas System (the “Board”) of its Revenue
Financing System Refunding Bonds, Serics 1991A (the “Series 1991A Bonds”), Series 1991B (the “Series 1991B
Bonds”) and Series 1991C (the “Series 1991C Bonds” and together with the Series 1991A Bonds and the Series
1991B Bonds, the “Bonds”), in the aggregate principal amounts set forth above.

The University of Texas System (the “University System”) currently consists of The University of Texas at Austin
and the thirteen other state-supported institutions included in the University System by operation of State law. For
the 1990 Fall Semester, the University System had total enroliment of 143,340 students. See “GENERAL
DESCRIPTION OF THE UNIVERSITY OF TEXAS SYSTEM.” The University of Texas System Revenue Financing
System (the “Revenue Financing System”) was established by the Master Resolution of the Board for the purpose
of providing a system-wide financing structure for revenue-supported indebtedness of University System
components included as Members of the Revenue Financing System. See “APPENDIX C, SUMMARY OF THE
MASTER RESOLUTION.” All of the institutions currently constituting University System components have been
included as Members of the Revenue Financing System. See “DESCRIPTION OF THE REVENUE FINANCING
SYSTEM.” Pursuant to the Master Resolution, the Board has, with certain exceptions, combined all revenues, funds
and balances attributable to any Member of the Revenue Financing System that may lawfully be pledged to secure
the payment of revenue-supported debt obligations and pledged those sources as Pledged Revenues to secure
payment of all revenue-supported debt obligations of the Board incurred as Parity Debt under the Master Resolution.
The Board has covenanted that it will not incur any additional debt secured by Pledged Revenues unless such debt
constitutes Parity Debt or is junior and subordinate to Parity Debt. See “APPENDIX C, SUMMARY OF THE
MASTER RESOLUTION.” The Board intends to issue most of its revenue-supported debt obligations that benefit
components of the University System as Parity Debt under the Master Resolution. -

This Official Statement contains summaries and descriptions of the Plan of Financing, the Bonds, the Revenue
Financing System, the Board, the University System, the Master Resolution and the Supplemental Resolution, among
other things. All descriptions of documents contained herein are only summaries and are qualified in their entirety
by reference to complete copies of such documents, which may be obtained from the Office of Asset Management
of The University of Texas System, 210 West 6th Street, Austin, Texas 78701. Unless otherwise defined herein,
capitalized terms used in this Official Statement have the meanings assigned to such terms in “APPENDIX B,
GLOSSARY OF TERMS.”

PLAN OF FINANCING

Authority for Iasuance of the Bonds

The Bonds are being issued in accordance with the general laws of the State of Texas, including particularly
Chapter 55, Texas Education Code, and Articles 717k and 717q, Vernon’s Annotated Texas Civil Statutes, as
amended. The Bonds are issucd as Parity Debt pursuant to the Master Resolution and the Supplemental Resolution
adopted by the Board on February 14, 1991, specifically providing for issuance of the Bonds. The Board has
previously authorized a commercial paper program pursuant to which Parity Debt in the form of commercial paper
notes may be issued, from time to time, under the Master Resolution; provided that the te principal amount
of such notes at any time outstanding is limited by the Board’s authorization to $l%,000,000. The currently
outstanding Parity Debt under the commercial paper program will be refunded by the Series 1991B Bonds.
Following delivery of all of the Bonds, additional Parity Debt in the form of commercial paper notes may be issued

*Preliminary, subject to change.




pursuant to the above-mentioned program to finance improvements at Members of the Revenue Financing System.
Upon issuance of the Series 1991A Bonds and Series 1991B Bonds, the Board will have $16,924,000 of outstanding
Prior Encumbered Obligations and following issuance of all of the Bonds, the Board will have $11,230,000 of
outstanding Prior Encumbered Obligations. See “FINANCIAL MANAGEMENT OF THE UNIVERSITY SYSTEM
OF TEXAS—Debt Management and Anticipated Financing—Financing Programs—Fee and Revenue Bonds—Prior
Encumbered Obligations.”

Purpose for Issuance of Bonds

Each Series of Bonds is being issued for the purpose of refunding and defeasing specific revenue-supported
debt obligations previously issued by the Board which are currently outstanding in the aggregate principal amount
of $221,554,000 (the “Refunded Bonds™). The Series 1991B Bonds are also being issued to finance the cost of
improvements at ccrtain Members of the Revenue Financing System. See “APPENDIX A, SCHEDULE OF
REFUNDED BONDS?" for a listing of the Refunded Bonds being refunded by cach Series of Bonds. The Refunded
Bonds were issued prior to establishment of the Revenue Financing System and are secured by a prior lien on certain
Pledged Revenues. The Refunded Bonds are being refunded in order to complete the implementation of the
Revenue Financing System.

Refunded Bonds

The Refunded Bonds and interest due thereon are to be paid on the scheduled interest payment and maturity
dates, or upon earlier redemption thereof, from funds to be deposited with Ameritrust Texas National Association
and Morgan Guaranty Trust Company of New York, as escrow agents (the “Escrow Agents”), pursuant to separate
escrow agreements (the “Escrow Agreements”) between the Board and each Escrow Agent.

The Supplemental Resolution provides that, concurrently with delivery of each Series of Bonds, proceeds from
the sale of such Series of Bonds, together with other available funds, will be deposited with the appropriate Escrow
Agent in an escrow fund with respect to each Series of Bonds (the “Escrow Funds”) to pay the principal of and any
redemption premium and interest on the applicable Refunded Bonds. Proceeds from the sale of the Series 1991A
Bonds and Series 1991C Bonds will be deposited in the Escrow Funds held by Ameritrust Texas National Association,
as Escrow Agent, and proceeds from the sale of the Serics 1991B Bonds will be deposited in the Escrow Fund held
by Morgan Guaranty Trust Company of New York, as Escrow Agent. The amounts deposited into the Escrow Funds
will be in the form of cash and noncallable, direct obligations of the United States of America (the “Federal
Securities”) and will be sufficient to provide for payment of the principal of and any redemption premium and
interest on the applicable Refunded Bonds when due. Under the Escrow Agreements, the Escrow Funds are
irrevocably pledged to the payment of principal of and any redemption premium and interest on the applicable
Refunded Bonds. The Escrow Funds will not be available to pay principal of and interest on the Bonds.

Issuance of cach Series of Bonds will be subject to delivery by Emst & Young, independent certified public
accountants, of a report of the mathematical accuracy of certain computations relating to (a) the adequacy of the
maturing principal amounts of the Federal Securities held in the Escrow Funds, together with a portion of the
interest income thereon and uninvested cash, if any, to pay, when due, the principal of and any redemption premium
and interest on the applicable Refunded Bonds and (b) the actuarial yiclds relied on by Bond Counsel to support
its opinion that the Bonds are not arbitrage bonds under Section 148 of the Internal Revenue Code of 1986, as
amended (the “Code”). Such verification of accuracy of such mathematical computations will be based upon
information and assumptions supplied by the Board, and such verification, information and assumptions will be
relied on by Bond Counsel in rendering its opinion described herein.

By the deposit of the Federal Securities and cash, if any, with the Escrow Agent, the Board will have effected
the defeasance of the Refunded Bonds in accordance with applicable laws and the terms of the resolutions pursuant
:ﬁ th:cﬁl:n t::d Refunded Bonds were issued. It is the opinion of Bond Counsel that, as a result of such defeasance,

c Bonds will be regarded as being outstanding only for the purpose of receiving payment from proceeds
of the Federal Securities and cash held for such purpose in the Escrow Fund and will no longer be payable from or
secured by a lien on any portion of the Pledged Revenues.




ESTIMATED SOURCES AND APPLICATIONS OF FUNDS

It is anticipated that the proceeds from the sale of cach Series of Bonds and other available funds will be applied
as follows:

Series 1901A* Series 1991B* Serjcs 1901C*

Sources of Funds

Bond Proceeds $187,800,000 $ 91,255,000 $ 3,495,000
Original Issue Discount 0 0 0
Accrued Interest 0 0 0
Funds Provided by

University System 11,132,617 0 0
Debt Service Reserves

Released to Escrow —3.949.436 —_— —1.336,683
Total Sources of Funds 2002,882.052 £.21.255,000 $.4.831477

Uses of Funds
Escrow Fund $201,100,558 $ 24,760,000 $ 4,792,215
Project Costs 0 65,640,000 0
Underwriters’ Discount 1,526,814 751,212 28,414
Costs of Issuance 254,680 103,788 10,206
Accrued Interest -_0 Q 9
Total Uses of Funds RREER0  1ol2m00  48aldll
DESCRIPTION OF THE BONDS
General

The Bonds of each Series will be dated - 1991, and will bear interest from the later of such date or the
most recent interest payment date to which interest has been paid or duly provided for at the rates shown on the
cover page of this Official Statement calculated on the basis of 2 360-day year composed of twelve 30-day months.
Interest on the Bonds is payable August 15 and February 15 of each year, commencing August 15, 1991. Principal
of and any redemption premium and interest on the Bonds are payable by the Paying Agent/Registrar for the
Bonds, initially Ameritrust Texas National Association, Dallas, Texas, at the times and places and in the manner
specified on the cover page of this Official Statement.

The Bonds are initially issuable in book-entry only form. Initially, Cede & Co., as nominee of DTC (hereinafter
defined), will be the registered owner and references herein to the Bondholders, holders, holders of the Bonds or
registered owners of the Bonds shall mean Cede & Co., and not the beneficial owners of the Bonds. Sce
“DESCRIPTION OF THE BONDS—Book-Entry Only System.”

In the event that the date for payment of the principal of or interest on the Bonds shall be a Saturday, Sunday,
legal holiday or day on which banking institutions located in The City of New York, New York or in the city where
the principal office of the Paying Agent/Registrar is located are authorized by law or executive order to close, then
the date for such payment shall be the next succeeding day which is not a Saturday, Sunday, legal holiday or day
on which banking institutions are so authorized to close. Payment on such later date will not increase the amount
of interest due and will have the same force and effect as if made on the original date payment was due.

Redemption _

Optional Redemption. The Bonds of each Series scheduled to mature on and after ______ are subject to
redemption prior to maturity at the option of the Boardon____ or on any date thereafter, in whole or in
part, in principal amounts of $5,000 or any integral multiple thereof (and, if in part, the particular Bonds or portions
thereof to be redeemed shall be selected by the Board) at a price of par plus accrued interest to the redemption
date; provided that during any period in which DTC is serving as securities depository for the Series of Bonds being
redeemed, if fewer than all of such Series of Bonds of the same maturity and bearing the same interest rate are to
be redeemed, the particular Bonds of such Series and maturity and bearing such interest rate shall be selected by

*Preliminary, subject to change.




lot by DTC and in turn by the DTC Participants (hereinafter defined). See “DESCRIPTION OF THE
BONDS—Book-Entry Only System.”

inki ion. The term Bonds of each Series maturing on are subject to
mandatory sinking fund redemption prior to maturity in the following amounts, o the following dates at a price
of par plus accrued interest to the redemption date:

Mawrng
Redemption Principal
—Datc -Amount.

The sinking fund requirements for any Series of Bonds are subject to reduction, at the option of the Board, with
respect to (a) Bonds of such Series and maturity previously called for redemption, and (b) Bonds of such Series
and maturity previously acquired by or at the direction of the Board, as provided in the Supplemental
Resolution.

i ion. Not less than 30 days prior to a redemption date, a notice of redemption will be
published once in a financial publication, journal or report of general circulation among securities dealers in The
City of New York, New York, or in the State, in accordance with the Supplemental Resolution. Additional notice
will be sent by the Paying Agent/Registrar by United States mail, first-class, postage prepaid, to cach registered
owner of a Bond to be redeemed in whole or in part at the address of each such owner appearing on the registration
books of the Paying Agent/Registrar on the 45th day prior to such redemption date, to each registered securities
depository and to any national information service that disseminates redemption notices. Failure to mail or receive
such notice will not affect the proceedings for redemption and publication of notice of redemption in the manner
set forth above shall be the only notice actually required as a prerequisite for redemption. In addition, in the event
of a redemption caused by an advance refunding of the Bonds, the Paying Agent/Registrar shall send a second
notice of redemption to registered owners of Bonds subject to redemption at least 30 days but not more than 90
days prior to the actual redempton date. Any notice sent to registered securities depositories or national
information services shall be sent so that they are received at least two days prior to the general mailing or publication
date of such notice. The Paying Agent/Registrar shall also send a notice of prepayment or redemption to the
registered owner of any Bond who has not sent his Bonds in for redemption 60 days after the redemption date.

All redemption notices shall contain a description of the Bonds to be redeemed including the complete name
of the Bonds, the series, the dates of issue, the interest rates, the maturity dates, the CUSIP numbers, the certificate
numbers, the amounts of each certificate called, the publication and mailing dates for the notices, the dates of
redemption, the redemption prices, the name of the Paying Agent/Registrar and the address at which the Bonds
may be redeemed including a contact person and telephone number. :

Paving A Regist

In the Supplemental Resolution, the Board reserves the right to replace the Paying Agent/Registrar. The Board
covenants to maintain and provide a Paying Agent/Registrar at all times while the Bonds are outstanding, and any
successor Paying Agent/Registrar shall be a competent and legally qualified bank, trust company, financial
institution or other agency. In the event that the entity at any time acting as Paying Agent/Registrar should resign
or otherwise cease to act as such, the Board covenants promptly to appoint a competent and legally qualified bank,
trust company, financial institution or other agency to act as Paying Agent/Registrar. Upon any change in the Paying
Agent/Registrar for the Bonds, the Board agrees promptly to cause a written notice thereof to be sent to each
registered owner of the Bonds by United States mail, firstclass, postage prepaid, which notice shall also give the
address of the new Paying Agent/Registrar.

Bonds Available in Beok-Eatcy F

Book-Entry Only System. The Bonds will be available in book-entry form only. Purchasers of the Bonds will
not receive certificates representing their interests in the Bonds purchased.

The Bonds will be held by The Depository Trust Company, New York, New York (“DTC”), as securities
depository. The ownership of one fully registered Bond for each maturity is registered in the name of Cede & Co.,
as nominec for DTC. DTC is a limited-purpose trust company organized under the laws of the State of New York,
a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities




Exchange Act of 1934, as amended. DTC was created to hold securities of its participants (the “DTC Participants”)
and to facilitate the clearance and settlement of securities transactions among DTC Participants in such securities
through electronic book-entry changes in accounts of the DTC Participants, thereby eliminating the need for physical
movement of securities certificates. DTC Participants include securities brokers and dealers, banks, trust companies,
clearing corporations and certain other organizations, some of whom (and/or their representatives) own DTC.
Access to the DTC system is also available to others such as banks, brokers, dealers and trust companies that clear
through or maintain a custodial relationship with a DTC Participant, either directly or indirectly.

Ownership interests in the Bonds may be purchased by or through DTC Participants. Such DTC Participants
and the persons for whom they acquire interests in the Bonds as nominees will not receive certificated Bonds, but
each DTC Participant is to receive a credit balance on the records of DTC in the amount of such DTC Participant’s
interest in the Bonds, which is to be confirmed in accordance with DTC’s standard procedures. Each such person
for whom a DTC Participant acquires an interest in the Bonds, as nominee, should make arrangements with such
DTC Participant to receive a credit balance in the records of such DTC Participant, and should make arrangements
with such DTC Participant to have all notices of redemption or other communications to DTC, which may affect
such persons, forwarded in writing by such DTC Participant and to have notification made of all interest payments.
Neither the Board nor the Trustee will have any responsibility or obligation to such DTC Participants or the persons
for whom they act as nominees with respect to the Bonds in respect of the accuracy of any records maintained by
DTC or any DTC Participant; the payment by DTC or any DTC Participant of any amount in respect of the principal
or redemption price of or interest on the Bonds; any notice that is permitted or required to be given to Bondholders
under the Resolution; the selection by DTC or any DTC Participant of any person to receive payment in the event
of a partial redemption of the Bonds; or any consent given or other action taken by DTC as Bondholder. In this
Official Statement, the term “Beneficial Owner” includes the person for whom the DTC Participant acquired an
interest in the Bonds.

SO LONG AS CEDE & CO. IS’I'!IEREGISTEREDOWNEROFT‘!-IEBONDS,ASNOLHNEEOFm
REFERENCE HEREIN TO THE BONDHOLDERS OR REGISTERED OWNERS OF THE BONDS MEANS CEDE
& CO., NOT THE BENEFICIAL OWNERS OF THE BONDS.

DTC is to receive payments from the Paying Agent/Registrar to be remitted to the DTC Participants for
su ent disbursement to the Beneficial Owners. The ownership interest of each Beneficial Owner in the Bonds
is to be recorded on the records of the DTC Participants, whose ownership interests are to be recorded on a
computerized book-entry system operated by DTC.

When reference is made to any action that is required or permitted to be taken by the Beneficial Owner, such
reference only relates to those permitted to act (by statute, regulation or otherwise) on behalf of such Beneficial
Owners for such purposes. When notices are given, they are to be sent by the Paying Agent/Registrar to DTC only.
DTC is responsible for notifying DTC Participants, and DTC Participants are responsible for notifying the Beneficial
Owners. Neither the Paying Agent/Registrar nor the Board is responsible for sending notices to Beneficial Owners.

Beneficial Owners are to receive a written confirmation of their purchase detailing the terms of the Bonds
acquired. Transfers of ownership interests in the Bonds are to be accomplished by book entries made by DTC and
by the DTC Participants who act on behalf of the Beneficial Owners. Beneficial Owners will not receive certificates
representing their ownership interest in the Bonds, except as specifically provided in the Supplemental Resolution.
Interest and principal are to be paid by the Paying Agent/Registrar to DTC, then paid by DTC to the DTC
Participants and thereafter paid by the DTC Participants to the Beneficial Owners when due.

For every transfer and exchange of the Bonds, the Beneficial Owner may be charged a sum sufficient to cover
any tax, fee or other governmental charge that may be imposed in relation thereto.

Termination of Book-Entry Only System. DTC may determine to discontinue providing its services with respect
to the Bonds at any time by giving notice to the Board and the Paying Agent/Registrar and discharging its
responsibilities with respect thereto under applicable law. Under such circumstances (if there is not a successor
securities depository), certificated Bonds are required to be delivered as described in the Supplemental Resolution.

If the Board or the Paying Agent/Registrar determines that DTC is incapable of discharging its responsibilities,
the Board shall (i) appoint a successor securities depository or (ii) deliver certificated Bonds, each as described in
the Supplemental Resolution.

inati 3 In the event that the Book-Entry Only System is discontinued
by DTC or the Board, the following provisions will be applicable to the Bonds: Bonds of a series may be exchanged
for an equal aggregate principal amount of Bonds of the same series in authorized denominations and of the same




maturity upon surrender thereof at the principal corporate trust office of the Paying Agent/Registrar with a duly
executed assignment in form satisfactory to the Paying Agent/Registrar. The transfer of any Bond may be registered
on the books maintained by the Paying Agent/Registrar for such purpose only upon the surrender of such Bond
to the Paying Agent/Registrar with a duly executed assignment in form satisfactory to the Paying Agent/Registrar.
For every exchange or transfer of registration of Bonds, the Board and the Paying Agent/Registrar may make a
charge sufficient to reimburse them for any tax or other governmental charge required to be paid with respect to
such exchange or registration of transfer. The Board shall pay the fee, if any, charged by the Paying Agent/Registrar
for the transfer or exchange. The Paying Agent/Registrar will not be required to transfer or exchange any Bond
after its selection for redemption. The Board and the Paying Agent/Registrar may treat the person in whose name
a Bond is registered as the absolute owner thereof for all purposes, whether such Bond is overdue or not, including
for the purpose of receiving payment of, or on account of, the principal of, and interest on, such Bond. If any Bond
is not presented for payment when the principal or the redemption price therefor becomes due, or any check
representing payment of interest on Bonds is not presented for payment, and if money sufficient to pay such Bond
(or the portion thereof called for redemption) or such interest, as is applicable, have been deposited under the
Supplemental Resolution, all liability of the Board to the owner thereof for the payment of such Bonds (or portion
thereof) or such interest, as applicable, will be completely discharged, and thereupon it shall be the duty of the
Paying Agent/Registrar to hold such money, without liability for interest thereupon, for the benefit of the owner
of the applicable Bond, who will thereafter be restricted exclusively to such money, for any claim on his part under
the Supplemental Resolution or on or with respect to, such principal, redemption price and/or interest. Money
not claimed within two years will, upon request of the Board, be repaid to the Board.
Security for the Ronds

The Bonds are Parity Debt under the Master Resolution and constitute special obligations of the Board payable
from and secured by a lien on and pledge of Pledged Revenues. The Master Resolution provides that the obligation
of the Board to pay or cause to be paid the amounts payable under the Master Resolution and any supplement
thereto is absolute, irrevocable, complete and unconditional, and the amount, manner and time of payment shall
not be modified in any way regardless of any contingency. THE BOARD HAS NO TAXING POWER, AND
NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OR ANY AGENCY
OR POLITICAL SUBDIVISION THEREOF IS PLEDGED AS SECURITY FOR THE BONDS. THE OWNERS OF
THE BONDS SHALL NEVER HAVE THE RIGHT TO DEMAND PAYMENT OF THE BONDS FROM ANY
SOURCE OTHER THAN PLEDGED REVENUES. See “APPENDIX C, SUMMARY OF THE MASTER
RESOLUTION.”

Supplemental Resolution

The Supplemental Resolution specifically provides for the issuance, sale and delivery of the Bonds. The
Supplemental Resolution contains a written determination by the Board that it will have sufficient funds to meet
the financial obligations of the University System, including sufficient Pledged Revenues to satisfy the annual debt
service requirements of the Revenue Financing System and to meet all financial obligations of the Board relating

to the Revenue Financing System and that the Members on whose behalf the Bonds are issued possess the financial
capacity to satisfy their Direct Obligations after taking the Bonds into account.

The Supplemental Resolution permits amendment, without the consent of the Bondholders, for the same
purposes for which amendment may be made to the Master Resolution without the consent of the owners of
outstanding Parity Debt. See “APPENDIX C, SUMMARY OF THE MASTER RESOLUTION--Amendments of
Master Resolution.” The Supplemental Resolution also permits amendment, with the consent of the owners of 51%
in aggregate principal amount of the outstanding Bonds, other than amendments which: change the maturity of
the outstanding Bonds; reduce the interest rates borne by the Bonds; reduce the principal payable on the Bonds;
modify the payment terms or impose any conditions to payment; affect the rights of the owners of less than all of
the outstanding Bonds; or change the minimum ownership percentage of outstanding Bonds necessary for consent
to an amendment.

DESCRIPTION OF THE REVENUE FINANCING SYSTEM

On April 12, 1990, the Board adopted the Master Resolution for the purpose of assembling the University
System’s revenue-supported debt capacity into a single financing program in order to provide a cost-effective debt
program to component institutions of the University System and to maximize the financing options available to the
Board. The Master Resolution provides for the establishment of the Revenue Financing System and permits the
Board to make additions to or deletions from the membership of the Revenue Financing System subject to the
satisfaction of certain conditions specified therein. See “APPENDIX C, SUMMARY OF THE MASTER
RESOLUTION—Changes in Membership of the Revenue Financing System.”




Under the Master Resolution, the Board has, with certain exceptions, combined all of the revenues, funds and
balances attributable to Members of the Revenue Financing System and lawfully available to secure
revenue-supported indebtedness into a system-wide pledge to secure payment of Parity Debt from time to time
issued under the Master Resolution. Pledged Revenues do not include (a) the interest of the University System in
the Available University Fund (see “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS
SYSTEM—Fund Balances—Available University Fund”); (b) amounts appropriated to any Member from the Higher
Education Assistance Fund (see “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Debt
Management and Anticipated Financings—Financing Programs—Higher Education Assistance Fund (H.E.A.F.)
Bonds™); (c) except to the extent so appropriated, general revenue funds appropriated to the Board by the State
(see “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM—Current Funds—Unrestricted
Current Funds Revenues—State Appropriations”); and (d) Practice Plan Funds of any Member, including the income
therefrom and any fund balances related thereto not included in Pledged Practice Plan Funds.

As shown on the Combined Statement of Current Funds Revenues and Expenditures, included in “APPENDIX
D, FINANCIAL STATEMENTS OF THE UNIVERSITY OF TEXAS SYSTEM,” the total unrestricted current funds
revenues of the University System for the fiscal year ended August 31, 1990, were $2,387.2 million. Of that amount,
the University System has calculated that during the preceding fiscal year at least $723.7 million of unrestricted
current funds revenues constituted Pledged Revenues. See “FINANCIAL MANAGEMENT OF THE UNIVERSITY
OF TEXAS SYSTEM—Current Funds—Unrestricted Current Funds Revenues.” Accumulated fund balances available
to the Board and attributable to any Member of the Revenue Financing System also constitute Pledged Revenues
to the extent such fund balances are lawfully available to the Board for payments on Parity Debt. The Board has
not attempted to calculate the amount of fund balances included in Pledged Revenues.

Pledged Revenues not required to pay debt service on Parity Debt are available to pay other costs of operating
the University System. Continued operation of the University System at current levels is substantially dependent
upon general revenue appropriations. See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS
SYSTEM—Current Funds—Unrestricted Current Funds Revenues—State Appropriations.”

The Board has covenanted in the Master Resolution that in each fiscal year it will use its reasonable efforts to
collect revenues sufficient to meet all financial obligations of the Board relating to the Revenue Financing System
including all deposits or payments due on or with respect to outstanding Parity Debt for such fiscal year. The Board
has also covenanted in the Master Resolution that it will not incur any debt secured by Pledged Revenues unless
such debt constitutes Parity Debt or is junior and subordinate to Parity Debt. The Board intends to issue most of
its revenue-supported debt obligations which benefit components of the University System as Parity Debt under the
Master Resolution.

DEBT SERVICE REQUIREMENTS

The following schedule shows the combined debt service requirements on all Parity Debt outstanding following
issuance of the Bonds.

Combined Debt Service Reaui (1)
Series 1991A Series 1991B Series 1991C Total

1) Does not include debt service on the M. D. Anderson Bonds or on The University of Texas at Austin
Building Revenue Refunding Bonds, Scrics 1986. See “FINANCIAL MANAGEMENT OF THE
UNIVERSITY OF TEXAS SYSTEM-Debt Management and Anticipated Financing—Financing
Programs—Fee and Revenue Bonds—Prior Encumbered Obligations.”




GENERAL DESCRIPTION OF THE UNIVERSITY OF TEXAS SYSTEM
Background and History
The University of Texas System was established pursuant to the Texas Constitution of 1876. In 1881, Austin
was designated the site of the main academic campus and Galveston as the location of the medical branch. The
University of Texas at Austin first opened in 1883, and eight years later, John Sealy Hospital in Galveston (now a

part of the University System’s Medical Branch at Galveston) established a program for university-trained medical
professionals.

In addition to the original academic campus located in Austin, the University System now includes additional
academic campuses in El Paso, Dallas, Arlington, San Antonio, the Permian Basin (Odessa), Tyler and the Rio
Grande Valley (Brownsville and Edinburg). Health Institutions for medical education and research have expanded
beyond the original Galveston medical campus to include the University System’s M.D. Anderson Cancer Center
(Houston), Southwestern Medical Center at Dallas, Health Science Centers at Houston and San Antonio, and Health
Center at Tyler. The fourteen component institutions of the University System have emerged among the nation’s
premier educational enterprises.

The University System faculty includes six Nobel Prize Laureates, as well as over 50 members of the National
Academy of Sciences and the National Academy of Engineering. During fiscal year 1989, the faculty, staff and
students of the University System conducted research programs valued at approximately $474 million. Many of the
University System programs in science, engineering, liberal arts and humanities rank among the very best in the
country. Library facilities on The University of Texas at Austin campus, long considered among the finest libraries
in the world, are available to other component institutions through a sophisticated statewide computerized
telecommunications network.

Coordinating Board

The University System is subject to the supervisory powers of the Texas Higher Education Coordinating Board
(the “Coordinating Board”™). The Coordinating Board is an agency of the State established to promote the efficient
use of State resources by providing coordination and leadership for the State’s higher education systems, institutions
and governing boards. The Coordinating Board is the highest authority in the State in matters of public higher
education and prescribes the scope and role of each institution of higher education. The Coordinating Board
periodically reviews all degree and certificate programs offered by the State’s institutions of higher education and
annually reviews the academic courses offered by such institutions. The Coordinating Board also determines space
utilization formulas designed to promote the efficient use of construction funds and the development of physical
plants to meet projected growth estimates. These space utilization formulas directly impact the allocation of
appropriated funds among the State’s institutions of higher education. The Coordinating Board must approve all
new construction projects for components of the University System, other than construction projects at The
University of Texas at Austin financed with the proceeds of Permanent University Fund bonds. See “FINANCIAL
MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM—Debt Management and Anticipated
Financing—Financing Programs—Permanent University Fund Bonds.”

Board of Regents

The Board is the governing body of the University System, and its members are officers of the State, appointed
by the Governor with the advice and consent of the State Senate. The nine regents constituting the Board serve

without pay and are appointed to s six-year terms. The Board members, their cities of residence, and term
expirations are listed on the inside cover page of this Official Statement.
! l . . I II

The University System is managed through administrative officers in the System Administration Office,
including the Chancellor, the Executive Vice Chancellors for Academic Affairs, Health Affairs and Asset
Management, and other officers concerned with business, legal, governmental relations and public affairs. The chief
administrative officers at all of the component institutions report to either the Executive Vice Chancellor for
Academic Affairs or Health Affairs and meet with their representative Executive Vice Chancellor on a bi-monthly
basis in Austin. The Vice Chancellor for Business Affairs and the chief business officers at each component also
meet bi-monthly to consider topics of mutual concern. :

_ At cach component institution a president serves as the chief administrative officer. The president prepares
biennial budgets for submission to the State Legislature, capital expenditure budgets, reports and requests to the
Coordinating Board and conducts the ongoing affairs of his or her institution.




The principal administrative officers of the University System are listed below. All of such officers reside in
Austin, the headquarters for the University System.

Dr. Hans Mark Chancellor
Dr. James P. Duncan Executive Vice Chancellor for
Academic Affairs
Dr. Charles B. Mullins Executive Vice Chancellor for
Health Affairs
Michael E. Patrick Executive Vice Chancellor for
Asset Management

Summary biographical information relating to each of the principal administrative officers identified above is
sct forth as follows:

was named Chancellor of the University System on May 30, 1984, after serving as Deputy
Administrator of the National Acronautics and Space Administration, and before that, as Secretary of the
United States Air Force. Chancellor Mark, whose academic and scientific career has spanned more than
three decades, is a Fellow of the American Physical Society, the American Institute of Acronautics and
Astronautics and the American Association for the Advancement of Science. Among many other scientific
accomplishments, Chancellor Mark played a pioneering role in the study of X-rays from stars and conducted
carly research in the subject area later identified as black holes. Additionally, he is author or co-author of
more than 100 scholarly articles in his field.

Dr. James P. Duncan was named Executive Vice Chancellor for Academic Affairs of the University
System in June 1983. Dr. Duncan has received a Bachelor of Arts, a Master of Science, and a Doctorate of
Education, all from Indiana University. Dr. Duncan is also a professor of educational administration on the
faculty of The University of Texas at Austin. As Executive Vice Chancellor for Academic Affairs, Dr. Duncan
is responsible for academic planning, programs, personnel, facilities planning and construction, and
budgeting for the academic components of the University System.

Dr. Charles B. Mullins was named Executive Vice Chancelior for Health Affairs of the University System
on September 1, 1981. Dr. Mullins reccived an M.D. in 1958 from The University of Texas Southwestern
Medical Center at Dallas. Since that time, Dr. Mullins has held the positions of flight surgeon for the United
States Air Force, professor of medicine at The University of Texas Southwestern Medical Center at Dallas,
Director of Medical Affairs at Parkland Memorial Hospital in Dallas and Chief Executive Officer for Dallas
County Hospital District, among others. Dr. Mullins has written numerous published medical and
administrative reviews, editorials and books.

Michacl E. Patrick joined the University System in September 1984 as Executive Vice Chancellor for
Asset Management of the University System. He is responsible for managing the assets of the Permanent
University Fund and educational endowments having a total value in excess of $4.2 billion. His duties also
include the management of endowment real estate and oil and gas interests; business arrangements
involving technology transfer and patent affairs; and debt administration. Prior to joining the University
System, Michael Patrick was the Treasurer of the Superior Oil Company. He received an M.B.A. from
Harvard Business School in 1971.

c Inatituti

A summary description of the University System’s component institutions, which includes eight general
academic institutions and six Health Institutions, each of which is a Member of the Revenue Financing System, is
set forth as follows:

G | Academic Inatituti

The University of Texas at Arlington, which has the sixth largest enrollment of all institutions of higher
education in the State, is located in Arlington, between Dallas and Fort Worth. Serving both a resident and
commuter student body, the institution offers 119 degree programs at the baccalaureate, magisterial and
doctoral levels. Degree programs are offered through the Colleges of Liberal Arts, Science, and Business
Administration; Graduate School of Social Work; Institute of Urban Studies; School of Architecture; School
of Nursing; and Center for Professional Teacher Education. '

The University of Texas at Austin, established in 1881, is the oldest and largest component of the
University System. A major public research university, its programs are nationally ranked in quality and its




research facilities are among the most extensive in the nation. The University of Texas at Austin library
resources rank sixth among academic libraries in the United States. Serving approximately 50,000 students,
the institution offers 271 degree programs in all major academic areas other than agriculture. An
outstanding faculty lists among its ranks winners of the Nobel Prize and Pulitzer Prize, as well as more than
1,000 endowed positions.

Wm“m was established in 1969 as an upper-level (above the sophomore level)
academic institution. In 1989, the State Legislature authorized the admission of freshmen and sophomore
students beginning the first Summer session of 1990. The institution offers curricula leading to more than
80 degrees at the baccalaurcate, magisterial and doctoral levels. The University of Texas at Dallas has a
strong faculty that consistently ranks among the State’s top academic institutions in the amount of research
dollars generated per full-time equivalent faculty. The Callier Center for Communication Disorders located
near downtown Dallas is a nationally recognized center for rcsearch and rehabilitation in speech and hearing
disorders.

The University of Texas at Fl Paso was established by the State Legislature in 1914 as the Texas School
of Mines and Metallurgy. It was renamed the College of Mines after becoming a branch of the University
System in 1919, redesignated as Texas Western College in 1949 and, since 1967, has been named The
University of Texas at El Paso. Degrees are offered at the baccalaurecate and magisterial levels through six
colleges: Busincss Administration; Education; Engineering; Liberal Arts; Nursing and Allied Health; and
Science. Doctorates are offered in Geological Sciences and Electrical Engineering. Its location near the
Texas-Mexico border results in the attendance of many students from Mexico.

The University of Texas-Pan American is the newest member of the University System, joining other
component institutions as of September 1, 1989. As a source of strength for higher education in the Rio
Grande Valley, this institution offers baccalaureate degrees in some 50 ficlds including Business, the Arts
and Sciences and Education, as well as master’s degrees in 20 fields. The University of Texas-Pan American
at Brownsville is an upper-level (above the sophomore level) center of The University of Texas-Pan American
and is committed to a multidisciplinary and multicultural philosophy through courses offered in the
Departments of Arts and Sciences, Business Administration and Education. For several years, The University
of Texas-Pan American has had a Cooperative Doctoral Program in Educational Administration with the
University of Houston. :

Ihe University of Texas of the Permian Basin in Odessa was created by the State Legislature in 1969.
The University of Texas of the Permian Basin admits only upper-level students (above the sophomore level),
and offers programs in the Arts and Sciences, Business Administration and Education. It also offers a Master
of Arts in Psychology. Innovative classroom and laboratory techniques are emphasized, especially seif-paced
instruction, experimental learning and open laboratory and art areas. Students also benefit from work-study
" programs in media, education, research laboratories and field work for major oil companies.

Ihe University of Texas at San Antonig was authorized by the State Legislature in 1969. The institution
is committed to a multidisciplinary philosophy to emounge interchange among the disciplines as
demonstrated by its organization into 14 divisions, rather than departments, in the Collegcs of Business,
Fine Arts and Humanities, Social and Behavioral Sciences and Enginecering. The University of Texas
Institute of Texas Cultures at San Antonio, founded as a world’s fair exhibit for HemisFair '68, has grown
into a statewide resource and information center and is the learmng and communication center for the
history, culture and folklore of Texas. The exhibit floor, containing displays, artifacts, historic photographs
and vignettes on Texas history, has been expanded to a teaching laboratory with trained volunteers and
staff members providing living history demonstrations of folk customs and crafts. The production staff
serves muscums across the State with design, photography and exhibit fabrication.

JIhe University of Texas at Tvlex became a part of the University System in 1979 by action of the State
Legislature. Created in 1971 as Tyler State College, the institution became Texas Eastern University in 1976.
The upper-level (above the sophomore level) and graduate institution is located in the heart of East Texas,
midway between Dallas and Shreveport, Louisiana. The four schools within the institution’s organization
are: Business Administration; Education and Psychology; Liberal Arts and Sciences; and Mathematics. It is
the only public degree-granting university in the fourteencounty East Texas Planning Region, an area with
a population of over 700,000.
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Health Inatituti

The University of Texas Southwestern Medical Center at Dallas enrolls approximately 2,500 students,
residents and postdoctoral fellows. It is by many measures among the top ten medical schools in the United
States. Its students consistently rank among the top five percent of all medical school graduates on
competitive examinations. Three Nobel Prize Laureates are currently active on its faculty. The University
of Texas Southwestern Medical Center at Dallas is active in biomedical rescarch from life-savings organ
transplantation, nutritional biochemistry and magnetic resonance imaging to the basic discoveries of
molecular and genetic principles underlying health and disease.

was founded in 1891 as the Medical Department
of The University of Texas and, as such, is the second oldest component of the University System.
Educational programs are offered through the Medical School, Graduate School of Biomedical Sciences,
School of Nursing, School of Allied Health Sciences, Marine Biomedical Institute and Institute for the
Medical Humanities. Some 2,000 students are enrolled in degree programs and graduate medical training.
The hospital complex draws patients from throughout the State and from national and international
referrals. In fiscal year 1990, the hospital complex had 714 hospital beds in operation and averaged 1,224
outpatient visits per day.

Ihe University of Texas Health Science Center at Houston was established in 1972 within the Texas
Medical Center to coordinate and administer activities of several University System health education units
in Houston. Today, slightly over 3,000 students attend the six schools: the Dental Branch; the Graduate
School of Biomedical Sciences; the School of Public Health; the Medical School; the School of Nursing; and
the School of Allied Health Sciences. Each year more than 2,000 health professionals participate in
continuing education programs coordinated by the its Division of Continuing Education. The Speech and
Hearing Institute helps individuals with communication disorders.

The University of Texas Health Science Center at San Antonio includes the Medical School, Dental
School, Graduate School of Biomedical Sciences, School of Nursing, and the School of Allied Health
Sciences. Authorized by the State Legislature in 1959, the Medical School opened in 1968. Annual
enrollment in academic programs of The University of Texas Health Science Center at San Antonio is
approximately 2,300. The center also provides continuing education for about 12,000 health professionals
annually.

is internationally renowned as one of the world’s
premier centers for cancer patient care, research, education and prevention. The University of Texas M.D.
Anderson Cancer Center is composed of The University of Texas M.D. Anderson Hospital and The
University of Texas M.D. Anderson Tumor Institute, both located in Houston, and The University of Texas
M.D. Anderson Science Park in Bastrop County, Texas. Since The University of Texas M.D. Anderson
Cancer Center first opened in 1944, more than 230,000 cancer patients have received the highest caliber
care from the institution’s team of health professionals. In fiscal year 1990, the cancer center had 490
hospital beds in operation and averaged 1,847 outpatient visits per day.

Ihe University of Texas Health Center at Tyler is a teaching hospital and a referral and research center
for the diagnosis and treatment of cardiopulmonary discases. The institution became associated with the
University System in 1977 after operating as a state hospital since 1947. Physicians throughout the State
send patients with heart and lung diseases to The University of Texas Health Center at Tyler for further
diagnosis and treatment. Services are provided by the Divisions of Family Medicine, Pathology, Pediatric
Allergy and Pulmonary, Radiology and Surgery, and a Department of Medicine which includes cardiology,
infectious diseases, occupations medicine, oncology and adult pulmonary. In fiscal year 1990, the Tyler
health center had 198 hospital beds in operation and averaged 184 outpatient visits per day.

11




Enrollment

The following are the historical headcount enrollment figures at the teaching institutions of the University
System during the past five Fall Semesters:

Eall Enrollment
1986 1087 1088 1989 1990

The University of Texas
at Arlington 23,245 22,769 23,381 23,868 24,776
The University of Texas
at Austin 46,140 47,743 50,107 50,245 49,618
The University of Texas
at Dallas 7,324 7,735 7,670 8,105 8,690
The University of Texas
at El Paso 13,753 13,756 14,999 15,710 16,521
The University of Texas-
Pan American () - - - 13,566 13,682
The University of Texas :
of the Permian Basin 1,822 1,955 2,133 2,111 2,047
The University of Texas
at San Antonio 12,413 12,879 18,134 14,031 15,489
The University of Texas
at Tyler 3,565 3,679 3,859 4,096 3,722
The University of Texas
Southwestern Medical Center
at Dallas 1,521 1,407 1,428 1,479 1,519
The University of Texas
Medical Branch at Galveston 1,684 1,692 1,712 1,678 1,798
The University of Texas
Health Science Center at
Houston 2,661 2,667 2,837 2,804 3,016
The University of Texas
Health Science Center at
San Antonio 2138 2197 2227 2.362 2.462

Total 116,266 418420 423482 BCINT] L2340

(1) The University of Texas M.D. Anderson Cancer Center and The University of Texas Health Center at
Tyler do not have enrolled students.

& The University of Texas-Pan American joined the University System as of Septemberl, 1989.
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Degrees Awarded

Set forth below is a listing of the degrees awarded at the degree granting components of the University System

during the past five years.

G 1 Academic Institusi
Associate
Baccalaureate
Master’s

Doctoral
Special Professional

Total
Health Instituti
Certificate
Baccalaureate

Master’s
Doctoral

Total

(1)

Degrees Awarded
1as6V 19870V
14,060 13,862
2,623 3,687

666 678
-518 - 032
18.867 18200

156 175

745 787

287 303

114 181

730 777

220 203
202 a8

19881

13,708
3,875
706

—217
=48.300

117
744
296

144
755
191

&l

1989

14,612
4,155
748

——83
20423

184
779
224

102
753

172
ald

Percent

12.2%
43.9%

9.2
183

218
55.3%

73
16,062
4,463

Does not include degrees awarded at Pan American University, which joined the University System as

t faculty and employees employed by the component institutions of the

of September 1989.
Faculty and Employees
The numbers of fulltime equivalen
University System as of April 1989, the most recent period for which such information is available, are set forth in
the following table:
Enlk-Time Equivalent Faculty and Employees
April
1990
G 1 Academic Instinati
Faculty 5,934
All Other Employees 15344
Subtotal 21,278
Health Instituti
Faculty 4,421
Patient Care 8,878
All Other Employees 13.461
Subtotal 26,760
University System Administration —385
Total 15423
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The quality of the faculty in the University System is evidenced by a wide range of honors, awards and grants.
Currently, the faculty of the component institutions within the University System includes: six Nobel Prize
Laureates; two Pulitzer Prize Winners; 26 Members of the National Academy of Sciences; 28 Members of the
National Academy of Engineering; 17 Members of the American Academy of Arts and Sciences; and 18 Members
of the American Law Institute.

Each year, faculty members throughout the University System conduct research funded by competitive grants
from agencies such as the National Science Foundation, the National Institutes of Health, the American Cancer
Society, the National Endowment for the Humanities, the National Endowment for the Arts and the Coordinating
Board. Research expenditures from these and other grants have doubled during the fiscal years 1984 through 1989
from $235 million to $474 million.

University System faculty members received such prestigious awards as the Field Medal in mathematics,
Presidential Young Investigator Awards, and numerous fellowships from such organizations as the McArthur,
Guggenheim, Mellon, Rockefeller, Ford, Sid Richardson, Welch and Meadows Foundations.

FINANCIAL MANAGEMENT OF THE
UNIVERSITY OF TEXAS SYSTEM

Financial management of the University System is the responsibility of the Executive Vice Chancellor for Asset
Management and the Vice Chancellor for Business Affairs. The Office of Asset Management includes the Office
of Finance, with debt administration responsibility, as well as offices which are responsible for investment
management of University System real estate and endowment funds. The Office of Business Affairs coordinates
the operational activities of the University System including budget matters. The Director of the Office of Budget
and Fiscal Policy of the University System, reporting to the Vice Chancellor for Business Affairs, prepares an annual
budget for the University System, monthly financial reports and an annual unaudited financial report for the Board.

Financial Statementa

Annually, not later than December 31st, an unaudited financial report dated as of August 31st, prepared from
the books of the University System, must be delivered to the Governor and the State Comptroller of Public Accounts.
Each year, the State Auditor must certify the financial statements of the State as a whole, inclusive of the University

System, and in so doing examines the financial records at each of the University System’s component institutions.
No outside audit in support of this detailed review is required or obtained by the University System.

The University System’s combined financial statements include the System Administration and all component
institutions of the University System. Amounts due between component institutions in the same fund category,
amounts held for component institutions by the System Administration and other duplications in reporting are
climinated in combining the individual financial statements.

The financial statements of the University System are prepared on a modified accrual basis consistent with
principles recommended in College and University Business Administration, Fourth Edition (1982).

Attached to this Official Statement as “APPENDIX D, FINANCIAL STATEMENTS OF THE UNIVERSITY OF
TEXAS SYSTEM,” is a copy of the most recent unaudited Primary Financial Statements of The University of Texas
System Combined (with the relevant portion of the Summary of Significant Accounting Policies and Notes to
Financial Statements), for the University System’s fiscal year ended August 31, 1990, excerpted from the 1990 Annual
Report of The University of Texas System. The University System’s Primary Financial Statements set forth at
APPENDIX D consist of the Combined Balance Sheet at August 31, 1990, the Combined Statement of Current
Funds Revenues and Expenditures for the Year Ended August 31, 1990 and the Combined Statement of Method
of Financing and Current Funds Expenditures for the Year Ended August 31, 1990.

Following is a summary of the revenues, expenditures and fund balances derived from the unaudited financial
reports of the University System for each of the most recent five fiscal years, except that the reports for fiscal years
1986 through 1989 have been restated to include revenues, expenditures and fund balances attributable to Pan
American University which joined the University System as of September 1, 1989.

Current Funds

Current funds are funds expendable for current operating purposes. Within the current funds group, funds
are segregated between unrestricted and restricted. The current funds revenues and expenditures described below
are derived from the Combined Statement of Current Funds Revenues and Expenditures included in the University
System’s unaudited financial report for each of the fiscal years indicated. This statement, prepared under the
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principles of fund accounting, presents the financial activities of current funds related to the applicable reporting
period and does not purport to present the results of operations or the net income or loss for the period. See
“FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM—Financial Statements.”

Unrestricted Current Funds Revenues. Unrestricted funds are funds over which the Board retains full control
in achieving institutional purposes. The unrestricted current funds revenues described below are derived from the
unaudited annual financial report of the University System for each of the fiscal years in the five year period ended
August 31, 1990. See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM—Financial
Statements.” Unrestricted current funds revenues are categorized by source. Each category of unrestricted current
funds revenues presented below as a percent of total sources of such revenues is as follows:

Percent of Total Sources of
Unrestricted Current Funds Revenues
—— inFiscalYears =
1986 1987 1988 1989 1990

Sources of Revenues
Tuition and Fees. . . . 7.60% 8.35% 7.70% 7.86% 7.36%
State Appropriations . 50.23 45.13 48.50 45.69 47.15
Gifts, Grants and

Contracts . .. .. 4.84 5.28 5.43 5.21 4.88
Available University )

Fund Income . . . 3.99 4.46 3.76 3.64 3.35
Endowment Income . 0.28 0.28 0.24 0.14 0.00
Sales and Services . . . 21.53 22.99 21.72 3.22 22.61
Professional Fees . . . 8.02 10.10 9.24 10.15 10.84
Other Interest Income 2.68 2.40 2.25 2.75 2.49
Other Sources R 083 101 116 134 132

10000%  10000%  10000%  10000% @ 100.00%

Tuition and Fees. Each component institution granting degrees charges tuition and fees as set by the
State Legislature and the Board under Chapters 54 and 55 of the Texas Education Code. Pursuant to
legislation passed in 1985, the undergraduate tuition charged to State residents increased over a six-year
period from $4 per semester credit hour in 1986 to the current level of $18. State law provides for future
increases in undergraduate tuition applicable to State residents to the following levels: $20 per semester
credit hour for the 1991-93 school years and $22 for the 1993-95 school years. Undergraduate tuition for
non-State residents also increased pursuant to the 1985 legislation from $40 per semester credit hour in
1984 to the current level of $122 per semester credit hour. Even with such tuition increases, the cost of
attending University System institutions remains extremely competitive with the cost of attending public
universities in other states.

This category covers all tuition and fees assessed against students (net of refunds) for educational
purposes. The following table sets forth the total of tuition and fees collected during each of the five most

recent fiscal years:
Tuition and Fees
(in Millions)
1086 1987 1988 1089 1990

$126.1 $1384 $145.6 $160.8 $175.6

State Appropriations. The University System receives support annually from the State through annual
general revenue fund appropriations made by the State Legislature. For the most recent year ended August
31, 1990, 47.15% of unrestricted current funds revenues were from State general revenue fund
appropriations.
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"Levels of continued State support to the University System are dependent on results of biennial
legislative sessions. Currently the State Legislature is in session and will adopt a budget for the State for
the biennium beginning September 1, 1991. On January 4, 1991, the State Comptroller of Public Accounts
estimated that during the next biennium, the State will receive a total of $30.7 billion in general revenue
funds available for appropriation by the State Legislature. This amount is up by $1.9 billion, or 6.8%, over
the current biennium; however, the State Comptroller of Public Accounts has estimated that the $30.7
billion in available general revenue funds is approximately $4 billion less than that necessary to pay for the
State Legislature’s “current services” budget. The State Constitution prohibits the enactment of an
appropriations bill unless the State Comptroller of Public Accounts certifies that the amounts appropriated
are within the amounts estimated to be available.

The University System has no assurance that the State Legislature will continue to appropriate to it the
general revenue funds of the State at the same levels as in previous years. Future levels of State support
are dependent upon the ability and willingness of the State Legislature to make appropriations to the
U;livc;lsity System taking into consideration the availability of financial resources and other potential uses
of such resources.

The table below sets forth the State general revenue fund appropriations included in unrestricted
current funds revenues during cach of the five most recent fiscal years:

State Appropriations
1986 1987 1988 1989 1990
$833.5 $747.3 $916.5 $933.7 $1,125.5

i . The University System receives federal, state and local grants and contracts
for research which incorporate an overhead component for use in defraying operating expenses. This
overhead component is treated as unrestricted current funds revenues while the balance of the grant or
contract is treated as restricted current funds revenues. Indirect cost recovery rates used in calculating the
overhead component are negotiated annually with the appropriate governmental agency for each
component institution. In addition, unrestricted gifts are received by cach institution. The following table
sets forth the total of the overhead component received on governmental research grants and contracts,
the portion of restricted gifts or grants from nongovernmental sources expended for current operations
and the amount of unrestricted gifts received during each of the five most recent fiscal years:

Gifts, Grants and Contracts -
(in Milliona)
1986 1987 1983 1989 1990
$80.3 $87.5 $102.5 $106.6 $116.5

Augilgble University Fund Income. The balance of the University System’s two-thirds share of the Avail.ablc
University Fund, net of payments on outstanding Permanent University Fund bonds and appropriations
for Prairie View A&M, is appropriated for the support and maintenance of The University of Texas at Austin
and System Administration. See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS
SYSTEM—Fund Balances—Available University Fund.” The following table sets forth the amounts so
appropriated for The University of Texas at Austin and System Administration during cach of the five most
recent fiscal years:

Available University Fund Income
(in Milliona)
1986 1987 1988 1989 1990
$66.1 $73.8 $71.0 $74.4 $79.9
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EM_W Endowment Income is received on both a restricted and unrestricted basis. The
University System now reports virtually all endowment income as restricted in response to a re-cvaluation
of its practices relating to accounting for this source of revenue. The following table sets forth the amount
of unrestricted endowment income reccived during each of the five most recent fiscal years:

Endowment Income
(in Millions)
1986 1987 1988 1989 1990
$4.6 $4.8 $4.6 $2.9 $0.1

Sales and Services. The University System operates hospitals in Galveston, Houston and Tyler. Revenue
generated at the hospitals from private, public and third-party payers represents a significant form of income
to the University System. Other educational activities and auxiliary enterprises also generate revenue which
is unrestricted. The following table sets forth the amount of such revenue received during each of the five
most recent fiscal years:

Sales and Services
(in Millions)
1986 1987 1988 1989 1990
$357.2 $380.6 $4104 $474.8 $539.8

. At cach Health Institution of the University System, a medical Practice Plan has been
adopted by the Board covering professional income generated by the faculty. Practice Plan revenues are
spent for the operational costs of clinical services, including salaries of the medical staff and constitutes
Practice Plan Funds. The following table sets forth the Practice Plan income received from professional
fees during cach of the five most recent fiscal years:

Professional Fees
(in Millions)
1986 1987 1988 1989 1990
$133.0 $167.3 $174.6 $207.5 $258.8

QOther Interest Incomg. Each University System component institution generates interest from the
investment of cash under an investment policy adopted by the Board in accordance with State law. Board
policy and the authority granted each institution have resulted in a portfolio of bank time deposits secured
by eligible collateral, United States Government securities, commercial paper, and money market mutual
funds investing in United States Government securities. The following table sets forth such interest income
received during each of the five most recent fiscal years:

Other Interest Income
(in Milliona)
1986 1987 1988 1989 1990
$44.5 $39.8 $42.6 $56.2 $59.6

Other Soyrces. All miscellancous revenues including rents, fees, fines, sales and other receipts not
categorized above have been grouped together as “other sources.” The following table sets forth the amount
of such miscellaneous revenues received during each of the five most recent fiscal years:
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1986 1087 1038 1989 199
$18.7 $16.7 $22.0 $27.5 $31.4

. The following table sets forth the total of all unrestricted
current funds revenues received during each of the five most recent fiscal years:

Total Unrestricted Current Funds Revenues

_{in Millions)
1986 1987 1088 1989 1990
$1,659.1 $1,656.3 $1,890.0 $2,044.3 $2,387.2

»

Unrestricted Current Funds Expenditures. Unrestricted current funds expenditures represent the cost
incurred for goods and services used in the conduct of the University System’s operations. They also include the
acquisition cost of capital assets, such as equipment and library books, to the extent unrestricted current funds are
budgeted for and used by operating departments for such purposes. The unrestricted current funds expenditures
are derived from the unaudited financial report of the University System for each of the fiscal years in the five-year
period ended August 31, 1990. See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS
SYSTEM—Financial Statements.” Unrestricted current fund expenditures are categorized by function. Each category
of unrestricted current funds expenditures and mandatory transfers presented below as a percent of total
expenditures by function and mandatory transfers is as follows:

Percent of Total Unrestricted Current Funds

—Expenditures and Mandatory Transfers
1986 1987 1988 1989 1990
Expenditures
Educational and General
Instruction . ... .. 33.51% 34.21% 34.49% 34.90% 35.65%
Research .. ..... 4.60 4.68 4.50 5.09 4.92
Public Service . 1.19 1.20 1.16 1.18 1.08
Academic Support . . 4.72 4.56 4.67 4.61 4.88
Student Services . . . 1.50 1.31 1.28 1.25 1.29
Institutional Support . 7.86 8.08 8.55 8.43 8.74
Operations and Maintenance
ofPlane . ...... 11.44 10.91 11.24 10.37 10.51
Scholarships and
Fellowships . . . .. 1.92 2.04 1.92 1.93 1.83
Hospitals . . .. 22.10 22.60 22.19 22.40 21.99
Auxiliary Enterprises 8.44 8.19 7.94 7.86 7.39
Mandatory Transfers . 222 221 206 198 iR

Instruction. This category includes expenditures for all activities that are part of the University System’s
instructional prognm:so Expenditures for credit and non-redit courses, for academic, vocational and
technical instruction, for remedial and tutorial instruction and for regular, special and extension sessions
are included. The following table presents a history of these expenditures for each of the five most recent
fiscal years:
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1986 1987 1088 1989 1990
$540.3 $564.8 $643.2 $700.7 $803.5
Besearch. This category includes all expenditures for activities specifically organized to produce research.

Expenditures may be either internally or externally sponsored. The following tabl ts a hi
these expenditures for each of the five most rcccntyﬁsg:l years: g e presents a history of

Research
(in Millions)
1986 1987 1988 1989 1990
$74.2 $77.3 $83.9 $102.3 $110.9

Eublic Service. This category includes funds expended for activities that are established primarily to
provide norrinstructional services beneficial to individuals and groups external to the University System.
The following table presents a history of these expenditures for each of the five most recent fiscal years:

Public Service

in Milliona)
1986 1987 1938 1989 1990
$19.2 $19.8 $21.7 $23.6 $24.3

. This category includes funds expended primarily to provide support services for
instruction, research and public service. Expenditures in this category are those supporting the operation
of libraries, museums and galleries are included, as well as those for academic administration, technical
support and curriculum development. The following table presents a history these expenditures for each
of the five most recent fiscal years:

Academic Support
(in Millions)
1986 1987 1988 1989 1920
$76.1 $75.3 $87.1 $92.6 $110.1

Student Services. This category includes funds expended for the offices of admissions and registrar and
for those activities whose primary purpose is to contribute to the student’s emotional and physical wellbeing
and intellectual, cultural and social development outside the context of the formal instructional program.
The following table presents a history of these expenditures for each of the five most recent fiscal years:

Student Services
(in Milliona)
1986 1987 1988 1989 1990
$24.3 $21.7 $23.8 $25.0 $29.2

! . This category includes expenditures for administration, planning, fiscal operations,
data processing, employee personnel and records and logistical activities. The following table presents a
history of these expenditures for each of the five most recent fiscal years:
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Institutional Support

—(in Millions)
1986 1987 1088 1989 1990
$126.7 $132.6 $159.5 $169.3 $197.0
i ; . This category includes all expenditures of unrestricted current

funds for the operation and maintenance of physical plant, net of amounts charged to auxiliary enterprises,

hospitals and independent operations. The following table presents a history of these expenditures for each
of the five most recent fiscal years:

Operations and Maintenance of Plant

———(inMilliops)
1986 1987 1988 1989 1990
$184.4 $180.2 $209.6 $208.3 $236.9

jps. This category includes expenditures for scholarships and fellowships,
including tuition remissions and exemptions in the forms of grants to students resulting cither from
selection by component institutions of the University System or from an entitlement program. The following
table presents a history of these expenditures for each of the five most recent fiscal years:

Scholarshipe and Fellowships
1086 1087 1988 1089 1990
$31.0 $33.7 $35.7 $38.7 - $41.2

itals. This category includes all expenditures associated with patient care operations of the
University System’s hospitals as well as expenditures for health clinics that are part of the hospitals, including
nursing and other professional services, fiscal services, physical plant operations and institutional support,
both direct and indirect. The following table presents a history of these expenditures for each of five most
recent fiscal years:

Hoepitals
(in Millions)
1086 1987 1988 1989 1990
$356.3 $373.2 $413.9 $449.8 $495.7

i jses. This category includes all expenditures relating to the operation of auxiliary
enterprises, including expenditures for operation and maintenance of plant and institutional support. The
following table presents a history of these expenditures for each of the five most recent fiscal years:

Ancxili .
i llillm' '”] wes

1986 1087 1088 1989 - 1990

$136.0 $135.0 $148.4 $157.9 $166.5
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Mandatory Transfers. This category includes transfers from the unrestricted current funds group to other
fund groups arising out of binding legal agreements for debt retirement and required provisions for
renewals and replacements of plant. The following table presents a history of these transfers for each of

the five most recent fiscal years:
Mandatory Transfers
(in Millions)
1986 1987 1988 1089 190
$43.9 $37.5 $38.3 $39.7 $38.9

(35T M

. Total Un ted Current Funds Expenditures an. gngfers. The following table presents a
history of the total of all categories of unrestricted current funds expenditures and mandatory transfers for

each of the five most recent fiscal years:

Total Unrestricted Current Funds
Expenditures and Mandatory Transfers

e————(inMilliona)
1986 1087 1o88 1989 1920
$1,612.3 $1,651.2 $1,865.2 $2,007.9 $2,254.1

Restricted Current Funds Revenues and Expenditures. Restricted current funds revenues refer to resources
that have been externally restricted and may only be utilized in accordance with the purposes stipulated by the
source of such funds. Such revenues include, among others, grants and contracts from governmental and private
sources (other than the overhead component which is treated as unrestricted current funds revenue), restricted
gifts and income on restricted endowment funds. Receipts from these resources are reported as revenues only when
expended. The following table presents a history of total restricted current funds revenues and expenditures for
cach of the five most recent fiscal years:

Total Restricted Current Funds
Revenues and Expenditures
(in Milliona) -
1986 1987 1988 1989 1990
$476.3 $492.1 $488.1 $534.2 $508.2

Fund Balances

Fund balances represent the difference between total assets and total liabilities and are reported by fund group.
The fund balances described below are derived from the Combined Balance Sheet included in the University
System’s unaudited financial report for each of the fiscal years indicated. See “FINANCIAL MANAGEMENT OF
THE UNIVERSITY OF TEXAS SYSTEM—-Financial Statements.” The Combined Statement of Changes in Fund
Balances for the fiscal year ended August 31, 1990, included in “APPENDIX D, FINANCIAL STATEMENTS OF
THE UNIVERSITY OF TEXAS SYSTEM,” is essentially a statement of changes in financial position between
reporting dates and is presented for all fund groups.

Unrestricted Current Funds. Unrestricted current funds balances represent the accumulation of the excess of
unrestricted current funds revenues over unrestricted current funds expenditures and transfers. This amount is
available for future operating purposes or other use as determined by the Board to the extent that such amount
exceeds the amount reported as Unrestricted-Reserves. See the Combined Balance Sheet included in
“APPENDIX D, FINANCIAL STATEMENTS OF THE UNIVERSITY OF TEXAS SYSTEM” for details for the year
ended August 31, 1990. The total fund balance of all categories of unrestricted current funds (which relates to the
revenues and expenditures presented above) as of the end of each of the five most recent fiscal years was as follows:
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Unrestricted Current Funds Balances

——(nMillions)
1986 1987 1988 1089 1990
$647.8 $630.4 $632.6 $668.3 $736.2

Restricted Current Funds. Restricted current funds represent unexpended balances of funds externally
restricted to specific operating purposes. Such funds originate from income on restricted endowment funds, gifts
whose donors have placed limitations on their use and grants and contracts from private or governmental sources
for research, training and other sponsored programs (other than the overhead component which is treated as
unrestricted current funds). The total fund balance of restricted current funds (which relates to the revenues and
expenditures presented above) as of the end of each of the five most recent fiscal years was as follows:

Restricted Current Funds Balances
(in Millions)
1986 1987 1988 1989 1990
$384.3 $433.8 $464.8 $531. 5  $591.7

Loan Funds. Loan funds balances represent student loans or funds available for loans to students administered
by the University System pursuant to federal and private programs. The majority of such loans are federally funded
primarily through the Perkins Loan Program which succeeded the National Direct Student Loan Program. The
balance of such loans is funded by the University System either through private sources or from student tuition as
authorized by State law. The loan funds balance as of the end of each of the five most recent fiscal years was as
follows:

Loan Funds

(in Millions)
1986 1987 1988 1989 1990
$61.8 $68.2 $74.1 $80.2 $83.6

ndowment and Si ng —Permaner fund). State endowment funds represent the
Permanent University Fund. The Permanent University Fund is the public endowment contributing to the support
of the University System (other than The University of Texas-Pan American) and The Texas A&M University System.
The State Constitution of 1876 established the Permanent University Fund through the appropriation of land grants
previously given to The University of Texas plus an additional one million acres. The land grants to the Permanent
University Fund were completed in 1883, As of August 31, 1990, the Permanent University Fund contained
2,109,109.87 acres located in 19 West Texas counties.

As interpreted by the State Supreme Court and by the State Attorney General, the Permanent University Fund
must be forever kept intact, and the proceeds from oil, gas, sulphur and water royalties, together with realized gains
on investments, rentals on mineral leases, lease bonuses and all amounts received from the sale of land must be
added to the corpus of the Permanent University Fund. All other dividends, interest and other income of the
Permanent University Fund (net of fund administration expenses) is deposited as received into the Available
University Fund. See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Fund
Balances—Available University Fund.”

The Permanent University Fund’s balance as of the end of each of the five most recent fiscal years was as follows:

0
} LR
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Endowment and Similar Funds

State (Permanent University Fund)
[Q l ﬁn. ]
1986 1087 1088 1989 1990
$2,615.6 $2,929.6 $3,092.1 $3,304.4 $3,445.1
imi . Other than State endowment funds consist primarily of the

Common Trust Fund and other private endowments. The Common Trust Fund is a pooled fund for the investment
of private endowments donated to benefit various programs and purposes at the fourteen institutions comprising
the University System. The fund was established by the Board in 1948 and provides for diversification of security
holdings and enhancement of investment management. It encompasses the investment of approximately 90% of
the University System’s private endowment.

Other private endowments consist primarily of (a) approximately 290 separately invested accounts where the
endowment asset donated is unique, such as a real estate interest, or where the donor has placed investment
restrictions on the asset so as to preclude its inclusion in the Common Trust Fund, and (b) the Special Fund for
John Sealy Hospital which has been jointly controlled by the Board and the Sealy and Smith Foundation since 1927.
The endowment and similar funds (other than State) balances as of the end of ecach of the five most recent fiscal
years was as follows:

Endowment and Similar Funds
Other than State
(i Milliona)
1986 1987 1988 1989 1990
$474.9 $545.2 $501.8 $668.0 $779.6

Annuity and Life Income Funds. Annuity funds and life income funds are separate fund groups which are
combined for reporting purposes. Annuity funds are those funds donated to the University System on the condition
that the University System pay certain amounts periodically to the donor or other designated individuals for a
specific period of time. At the end of the payment period, the principal amount of the annuity fund is transferred
to the fund group specified by the donor or, in the absence of restrictions, to unrestricted funds. Life income funds
consist mainly of charitable remainder trusts where the University System is trustee and/or remainderman and pays
distributions in agreed upon amounts to beneficiaries. Annuity and life income balances as of the end of each of
the five most recent fiscal years was as follows:

Annuity and Life Income Funds
(in Millions)
1986 1987 1988 1080 1990
$4.7 $5.0 $5.8 $8.3 $7.9
iversi The Available University Fund is established by the State Constitution and consists

of all dividends, interest and other income of the Permanent University Fund (less Permanent University Fund
administrative expenses) including the net income attributable to the surface of Permanent University Fund lands.
Two-thirds of the total amounts paid into the Available University Fund (after administrative expenses) are
constitutionally appropriated to the University System first, for the payment of annual debt service on Permanent
University Fund bonds issued by the Board, and second, for the support and maintenance of The University of
Texas at Austin and System Administration; provided that until November 1994, before any other allocation is made
of the University System’s two-thirds share otP the Available University Fund, remaining after payment of debt service
on Permanent University Fund bonds of the University System, $6 million annually is constitutionally appropriated
out of that share to the Board of Regents of The Texas A&M University System for Prairic View A&M.




The Available University Fund’s balance as of the end of each of the five most recent fiscal years was as follows:

Available University Fund
(in Milliona)
1986 1987 1988 1089 1990
$16.5 $27.3 $56.0 $121.2 $60.1

During fiscal year 1990, the University System used almost $90.0 million of its share of Available University Fund
balance to effect a cash defeasance of a portion of its outstanding Permanent University Fund bonds. Of the $60.1
million balance of the Available University Fund funds at August 31, 1990, approximately $11.8 million represented
income of The Texas A&M University System.

Plant Funds. The University System reports its Plant Funds in the following four categories: Unexpended Plant
Funds; Renewals and Replacements Funds; Retirement of Indebtedness Funds; and Investment in Plant Funds.

Unexpended Plant Funds. Unexpended plant funds are unexpended funds derived from various sources
to finance the acquisition of long-term plant assets and the associated liabilities (primarily unexpended
Permanent University Fund bond proceeds). This fund does not include construction in progress which is
included under “Plant Funds—Investment in Plant Funds” below. The unexpended plant fund balance as
of the end of each of the five most recent fiscal years was as follows:

Unexpended Plant Funds
(O lnnl ]
1986 1087 1088 1089 1990
$147.8 $144.9 $152.2 $136.8 $119.0

Benewals and Replacements Funds. These funds provide for the renewal and replacement of plant fund
assets and their associated liabilities as distinguished from additions and improvements to plant. The
rencwals and replacements fund balance as of the end of cach of the five most recent fiscal years was as

follows:
Renewals and Replacements Funds
(in Millions)
1986 1087 1088 1989 1990
$12.1 $129 $9.0 $9.1 $104

Deferred maintenance requirements at the University System are currently estimated to be $45.9 million or
approximately 1.3% of the replacement cost of plant assets.

Betirement of Indebtedness Funds. Funds for the retirement of indebtedness represent those funds held
by the University System in interest and sinking funds and reserve funds for other than Permanent
University Fund bonds. The retirement of indebtedness fund balance as of the end of each of the five most
recent fiscal years was as follows:

Retirement of Indebtedness Funds

(i Millions)
1986 1087 1088 1989 1990
$47.9 $45.8 $47.9 $47.7 $47.7

{nvestment in Plant Funds. Investment in plant represents the long-term plant and equipment assets of
the University System and their associated liabilities. The investment in plant fund balance as of the end of
cach of the five most recent fiscal years was as follows:




Investment in Plant Funds

— (in Milliong)
1986 1987 1988 1989 1990
$2,428.8 $2,598.6 $2,695.3 $2,859.4 $3,185.4

At Aug}m 31, 1_990, gross pla{lt assets totalled $3,933.5 million, Of this total, 50.7% was in the form of buildings,
28.2% in equipment, 6.0% in library books, 5.6% in construction in progress and 9.2% in land and other.

Outstanding University System bonds and lease purchases payable issued to fund these assets totalled $798 million
at the same date.

Agency Funds. Agency funds represent funds held by the University System as custodian or agent for individual
students, faculty, staff members and organizations. These funds primarily consist of the University System Medical
Liability Self-Insurance Fund which provides malpractice insurance coverage for staff physicians, students, residents

and fellows at Health Institutions. The total agency funds assets as of the end of each of the five most recent fiscal
years was as follows:

Agency Funds
in Millions)
1986 1987 1988 1989 1990
$47.5 $48.0 $97.5 $113.3 $123.5

As of August 31, 1990, the Medical Liability Self-Insurance Fund’s assets totalled $91.5 million. Agency fund assets
are offset by liabilities (recognizing that funds are held in custody for others) and miscellaneous payables, with the
result that agency funds balances are zero in any given fiscal year.

Funds Mapagement

The Texas Education Code requires that the University System deposit into the State Treasury all funds except
those derived from auxiliary enterprises and noninstructional services, agency funds, designated and restricted
funds, endowment and other gift funds, and student loan funds. All such funds held in the State Treasury, including
the Available University Fund, are administered by the State Treasurer and are invested, along with other funds of
the State, in accordance with State law.

Fiduciary responsibility for the management and investment of University System funds held outside the State
Treasury rests with the Board. Funds are managed by investment and administrative staffs at component institutions
and at System Administration, as well as by unaffiliated investment managers to optimize investment performance
while complying with Board policies and procedures.

The Board additionally appoints an Investment Advisory Committee of six citizen members whose particular
qualifications and experience qualify them, in the opinion of the Board, to advise the Board and System
Administration with respect to endowment investment policy, planning and performance evaluations. Investment
Advisory Committee members are appointed for a three-year term and may be reappointed for one additional term.
The Investment Advisory Committee meets on a quarterly basis.

The Board also employs a nationally recognized performance measurement service to evaluate and analyze the
investment results of the endowment funds with other public and private funds having similar objectives.

The principal administrative officer respounsible for the management and investment of University System funds
is the Executive Vice Chancellor for Asset Management of the University System. He is supported by a staff of more
than 60 employees consisting of securities analysts, portfolio managers, accountants and other staff.

Management of Endowment. Annuity and acome., and Certain Agenc ads. The investment
responsibility for endowment, annuity and life income, and certain agency assets is centralized with the Office of
Asset Management which is authorized to make and execute daily investment decisions. The Board’s investment
policies require adherence to the prudent person standard when making investment decisions.

In addition, the Board’s policies currently provide, among other investment restrictions, that (a) corporate
bonds and preferred stocks must be rated “Baa3" by Moody’s Investors Service or "BBB-" by Standard & Poor’s
Corporation or higher, or if not rated, must in the opinion of the investment staff be at least equal in quality to
such ratings; (b) commercial paper must be rated in the top two quality classes by Moody’s Investors Service or
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Standard & Poor’s Corporation; (c) less than five percent of the voting securities of a corporation may be owned,
unless additional ownership is specifically authorized by the Executive Vice Chancellor for Asset Management of
the University System; (d) no securities may be purchased on margin or leverage; (¢€) no transactions in short sales
arc permitted; and (f) transactions in financial futures and options may only occur as part of an authorized hedging
program.

\ ot {4t * ! ‘L4 .' ! ASOWINCIL, ANDULLY Y ‘ fr S el S A _AARCICY [ASPeP-
Institutional funds other than trusts and endowments are required to be invested in compliance with the Public
Funds Investment Act of 1987 and the Board’s Institutional Funds Investment Policy. Cash management functions
are performed at the component institution level, including System Administration, where staff has discretion with
respect to the investment of funds in collateralized demand and time deposits and a United States Treasury
obligations money market mutual fund. Investment of funds directly in United States Treasury obligations,
commercial paper and other money market securities is centralized through the Fixed Income Desk within the
Office of Asset Management which purchases said securitics at the request of component institutions.

As of December 31, 1990, approximately 80% of institutional funds were invested in direct money market
securities and 15% in the money market mutual fund.

Cash and Short Term Investments. The University System maintains liquid assets in cash and short-term
investments in its Unrestricted Current Funds for working capital needs. Cash management practices and

investment policies serve to maximize safety, availability and return. The following table presents cash and short-term
investments for each of the five most recent fiscal years from the assets listed in the Combined Balance Sheet of
the University System:

Cash and Short Term Investments
(in Millions)
1986 1987 1988 1989 1990
$534.8 $554.8 $505.2 $640.3 $682.0
Capital [ Planai 1 Authorizati

Planning and authorization of University System capital improvements is governed by a six-year capital
improvements plan and a one-year capital budget approved by the Board and administered by System
Administration. The plan approves in principle the expenditure of funds from all sources for capital projects at all
component institutions for construction, repair and rehabilitation, land acquisition, equipment and library
materials. The plan is based on requests for capital projects identified in component institution strategic plans which
are reviewed by System Administration. In selecting proposed projects for approval under the plan, first priority is
given to projects correcting major deficiencies in physical assets supporting on-going programs or correcting
deficiencies anticipated to exist as a result of estimated growth in student enrollment, patient care or research
activity. Selection of projects for new programs is guided by ecach component institution’s strategic plan and is
further based upon a demonstration of overall institutional need for additional space as well as the need for the
specific project proposed.

The capital improvement plan is revised biennially by the Board. It was last revised in June 1989 to apply through
fiscal year 1994, although interim special adjustments to the plan have been made in response to unanticipated
needs and opportunities. It is expected that System Administration will recommend that the Board take action in
June 1991 to revise and extend the plan through fiscal year 1996.

New construction projects in excess of $300,000 and all major repair and rehabilitation projects in excess of
$600,000 approved in principle under the plan require further approval during project development. Board
approval is required for preliminary and final design plans, as well as total project costs. In addition, approval from
the Coordinating Board is also required (except for projects for The University of Texas at Austin that are
predominantly funded with Permanent University Fund bond proceeds) prior to the award of any contracts. See
“GENERAL DESCRIPTION OF THE UNIVERSITY OF TEXAS SYSTEM—Coordinating Board.” Construction is
monitored by the Office of Facilities Planning and Construction at System Administration together with building
committees at component institutions to insure completion of the project as approved.




Responsibility for the management of University System debt obligations is centralized in the Office of Finance
within the Office of Asset Management. Debt is issued pursuant to University System debt capacity analyses and
annual funding requirements in accordance with the capital budget. Issuance of debt requires approval of the Board
and (except for Permanent University Fund bonds) approval by the Texas Bond Review Board. As a general rule,
the University System issues debt in large increments to finance system-wide capital improvement cash flow
requirements in aggregate as opposed to financing on a project-by-project basis. In addition, the University System
generally finances capital improvements initially with short-term debt to minimize debt service costs during
construction periods. Such short-term debt is refinanced with long-term fixed rate debt when short-term facilities
are fully utilized or during periods of low interest rates.

The University System anticipates that it will have additional borrowing needs to supplement funding for its
capital budget. During the balance of calendar year 1991, the University System anticipates borrowing approximately
$50,000,000 under the Permanent University Fund bond program for capital expenditures in fiscal year 1992. In
addition, the University System intends to refund $250,000,000 of outstanding variable rate Permanent University
Fund bonds. See “Financing Programs—Permanent University Fund Bonds” below. Currently, the University System
does not have any projects to be financed with Parity Debt that have received final approval from the Board or the
Coordinating Board. Consequently, the University System does not anticipate issuing additional Parity Debt over
the next twelve months in an amount greater than $15,000,000. See “Financing Programs—Fee and Revenue
Bonds—Revenue Financing System” below. No bonds have been approved for projects under the Higher Education
Assistance Fund bond program. See “Financing Programs—Higher Education Assistance Fund (H.E.A.F.) Bonds”
below.

Financing Programs. Article VII, Section 18 of the State Constitution provides that, except for cases of
demonstrated need and upon a vote of two-thirds of each house of the State Legislature, and except in cases of fire
or natural disaster, component institutions of the University System (except The University of Texas-Pan American)
may not reccive any funds from the general revenues of the State for acquiring, constructing or equipping
permanent improvements, or for major repairs or rehabilitations of permanent improvements. The Board, pursuant
to constitutional and statutory provisions, is authorized to issue debt in 2 number of distinct forms with which to
finance capital improvements.

Permgnent University Fund Bonds. Article VII, Section 18 of the State Constitution authorizes the Board
to issue bonds and notes, payable from all or part of its interest in the Available University Fund in an
aggregate amount not exceeding, at the time of issuance, 20% of the cost value of Permanent University
Fund assets, excluding real estate. Proceeds may be used for the purpose of (i) acquiring land with or without
permanent improvements, (ii) constructing and equipping buildings or other permanent improvements,
(iii) making major repairs and rchabilitations and other permanent improvements, (iv) acquiring capital
equipment, library books and library materials, and (v) refunding bonds or notes issued under said section
or prior law, at or for System Administration and the component institutions of the University System
(except The University of TexasPan American). Proceeds may not be used to finance permanent
improvements of auxiliary enterprises.

As of December 31, 1990, the Board’s constitutionally authorized Permanent University Fund bond
capacity was $688,571,172 and bonds and notes issued and outstanding under this limit were $552,155,000.

)

Higher Education Assistance Fund (f . Bonds. The Univmity of Texas-Pan American is incligible
to receive proceeds from Permanent University Fund bonds until such time as the State Constitution is
amended to provide otherwise. Pursuant to the Higher Education Assistance Fund Program, The University
of Texas-Pan American is qualified to receive an annual allocation from amounts constitutionally
appropriated to institutions of higher education that are not entitled to participate in Permanent University
Fund bond financing in order to fund permanent improvements (except those for auxiliary enterprises).
Under this constitutional provision, the Board is authorized to issue bonds and notes to finance permanent
improvements at The University of Texas-Pan American and to pledge up to 50% of its allocation to secure
the payment of principal of and interest on the bonds and notes. As of December 31, 1990, the University
System had no bonds or notes issued or outstanding under this program.

Genergl Tuition Bonds. In 1971, the Board was authorized pursuant to the Texas Education Code to
issue, and did issue, $150 million of bonds secured by all or any part of the aggregate amount of student
tuition charged at University System component institutions. Expenditure of proceeds was authorized to

27




acquire, enlarge and or equip facilities for new University System component institutions, specifically The
University of Texas at Dallas, The University of Texas of the Permian Basin, The University of Texas at San
Antonio, The University of Texas Health Science Center at Houston and The University of Texas Health
Science Center at San Antonio. At that time, Pan American University was similarly authorized to issue,
and did issue, tuition bonds to finance facilities in an amount not to exceed $10 million. As of December
81, 1990, total University System (including The University of Texas-Pan American) tuition bonds
outstanding were $78,645,000. The tuition charges pledged to secure the outstanding tuition bonds do not
include the Pledged Tuition Fee and are not included in Pledged Revenues.

As interpreted by the State Attorney General, the Board may not issue additional tuition bonds.

[Fee and Revenue Bonds. Chapter 55 of the Texas Education Code authorizes the Board to issue bonds
to acquire or equip facilities (including auxiliary enterprise facilities) for or on behalf of University System
component institutions and to pledge all or any part of its revenues, income, fees or other resources to the
payment of the bonds. Historically, the Board issued bonds under this authority on an
institution-by-institution basis secured exclusively by an individual fee or revenue source or combination
thereof. In 1986, the Board issued its General Revenue Refunding Bonds, Series 1986 to advance refund
its outstanding fee and revenue bonds (except certain bonds issued on behalf of The University of Texas
M.D. Anderson Cancer Center) and cross pledged the previously pledged fees and revenues to the payment
of such bonds.

In May, 1986, the Board issued The University of Texas at Austin Building Revenue Refunding Bonds,
Series 1986, currently outstanding in the aggregate principal amount of $31,385,000. These bonds refunded
a prior issue whose proceeds were used to finance construction on The University of Texas at Austin campus.
The bonds are secured by a pledge of The University of Texas at Austin’s annual appropriation from the
Available University Fund. The bonds are further secured by a pledge of a special fee on the students of
The University of Texas at Austin. This fee is not charged at this time. See “FINANCIAL MANAGEMENT
OF THE UNIVERSITY OF TEXAS SYSTEM—Debt Management and Anticipated Financings—Financing
Programs—Fee and Revenue Bonds—Prior Encumbered Obligations.”

Bevenue Fingncing System. In April 1990, the Board further restructured its debt program by establishing
the Revenue Financing System pursuant to the Master Resolution. See “APPENDIX C, SUMMARY OF
THE MASTER RESOLUTION.” The purpose of the Revenue Financing System is to assemble University
System revenue bond debt capacity into a single financing program, to provide a cost-effective debt program
to the Members and to maximize the financing options available to the Board. Under the Master Resolution,
the Board has, with certain exceptions, combined all of the revenues, funds and balances attributable to
Members of the Revenue Financing System and lawfully available to secure revenue bonds and pledged the
combined revenues, funds and balances as Pledged Revenue to secure payment of Parity Debt issued under
the Master Resolution. The revenues, funds and balances excluded from Pledged Revenues are described
within the definition of “Pledged Revenues” contained in “APPENDIX B, GLOSSARY OF TERMS.”

All of the institutions currently constituting components of the University System have been included
as Members of the Revenue Financing System. The Master Resolution permits the Board to make additions
to or deletions from the membership of the Revenue Financing System subject to the satisfaction of certain
conditions specified therein.

Under Board regulations, administration of the Revenue Financing System is the shared responsibility
of the Office of Asset Management, the Office of Business Affairs and each Member of the Revenue
Financing System. The guiding principle underlying the administration of the Revenue Financing System
is that allocations of Parity Debt proceeds for capital improvements at a Member shall be contingent upon
a Board determination that the Member can prudently satisfy its proportionate share of the outstanding
Parity Debt attributable to such Member with such Member'’s financial resources. All capital improvement
projects proposed to be funded in part or in whole with Parity Debt must receive a recommendation for
allocation of Parity Debt from the Office of Asset Management prior to being approved by the Board for
inclusion in the capital budget. Such recommendations are given upon the completion of a financing
evaluation concluding that such Member can prudently satisfy its Direct Obligation.

In establishing the annual budget of each Member of the Revenue Financing System, the Board includes
as the Annual Obligation of the Member the amount necessary to provide for the satisfaction by the
Member of its proportionate share of debt service due by the Board in such budget year on outstanding
Parity Debt plus the amount budgeted by the Board for such fiscal year to allow the Member to retire its
obligation for any intra-system advances made to it to satisfy part or all of a previous Annual Direct
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Obligation payment. Each Member’s proportionate share of outstanding Parity Debt and its Annual
Obligation is evidenced by a financing agreement between the Board and each Member.

Currently, the University System has in place a $100,000,000 commercial paper program under the
Master Resolution. Pursuant to a First Supplemental Resolution (the “First Supplement”) adopted by the
Board on April 12, 1990 under the authority of the Master Resolution, the Board authorized the first Parity
Debt to be issued under the Revenue Financing System in the form of commercial paper notes. The First
Supplement authorized the Board to issue commercial paper notes in an aggregate principal amount
outstanding at any one time of $100,000,000 and approved delivery of a promissory note evidencing the
Board’s obligation to repay borrowings of up to $108,000,000 under a liquidity facility to support the
commercial paper notes. The commercial paper notes must mature on or before April 1, 2020 and have a
term of 270 days or less. The commercial paper notes are supported by a liquidity facility in the form of a
Credit Agreement between the Board and Morgan Guaranty Trust Company of New York, permitting the
Board to borrow up to $62,300,000 for the purpose of refunding the commercial paper notes, including
interest thereon, until July 2, 1993 or a later date if the Credit Agreement is extended. The Board may not
have more than $60,000,000 in principal amount of commercial paper notes outstanding at any one time
until the commitment under the Credit Agreement is increased. All of the commercial paper notes currently
outstanding (aggregate principal amount of $24,760,000) is being refunded by the Series 1991B Bonds. See
“DESCRIPTION OF THE REVENUE FINANCING SYSTEM.”

Prior Encumbered Obligations. Following the issuance of all the Bonds, the Board will have outstanding
Prior Encumbered Obligations totaling $11,230,000 secured by certain revenues of The University of Texas
M.D. Anderson Cancer Center. Reserve funds, which further secure these bonds, are substantially in excess
of the outstanding principal amount of such bonds. In addition, the Board has outstanding $31,385,000 in
principal amount of The University of Texas at Austin Building Revenue Refunding Bonds, Series 1986,
which are secured by and payable from sources other than Pledged Revenues; provided that the Board has
covenanted to collect a special student fee from all students (with certain exceptions) enrolled at The
University of Texas at Austin if necessary to pay the debt service on such bonds. The Board has never
collected the pledged fee and does not presently anticipate doing so. If the fee were ever collected, the
collections would constitute Pledged Revenues; however, the bonds would have a lien on the collections
that is prior to the lien of the Master Resolution. In that event, such bonds would become Prior Encumbered
Obligations. The University System is not providing for the refunding of any of the above-mentioned bonds
by this financing.

The University of Texas-Pan American has outstanding Prior Encumbered Obligations as of August 31,
1990 totaling $5,967,000 secured by auxiliary enterprise revenues and various student fees. The bonds are
being refunded and defeased by the Series 1991C Bonds.
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Qutatanding Indebtedness
indebtedness under all of its financing programs:

Permanent University Fund Bonds:

Refunding Bonds, Series 1985
Refunding Bonds, Series 1988
Variable Rate Bonds, Series A

Subtotal

Tuition Bonds:
General Tuition Revenue Refunding
Bonds, Series 1986
University of Texas-Pan American -
Tuition Revenue Refunding Bonds

Subtotal

Building Revenue Bonds:(!)

The University of Texas at Austin
Building Revenue Refunding
Bonds, Series 1986

Subtotal

Prior Encumbered Obligations:(!)

M.D. Anderson Hospital and Tumor
Institute at Houston
Series 1972
Series 1976

M.D. Anderson Hospital Revenue
Bonds, Series 1976

Subtotal
Revenue Financing System Parity Debt

Series 1991A Bonds
Series 1991B Bonds
Series 1991C Bonds

Subtotal
Total

- Following the issuance of the Bonds, the Board will have the following outstanding

$214,155,000
88,000,000

$552,155,000

$ 71,675,000

6,880,000
$ 78,555,000

$ 31,385,000

$ 7,590,000
690,000

—2.950,000
$ 11,230,000

$187,800,000*

91,255,000*

~3:495.000*
$282,550,000

2052.872.000*

() See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM—Debt Management
and Anticipated Financing—Financing Programs—Fee and Revenue Bonds—Prior Encumbered

Obligations.”
*Preliminary, subject to change.




Insurance

Since September 1, 1971, it has been the policy of the State and the Board that property insurance coverage
will not be obtained for any buildings or contents under the control of the Board unless such building produces
revenues which are pledged to secure bonds and coverage is required by the applicable bond documents.

It is the stated policy of the State and the Board not to acquire commercial general liability insurance for torts
committed by employees of the State who are acting within the scope of their employment. Onc exception to this
policy authorizes the Board to acquire commercial automobile insurance for the use and bencefit of its employees
who operate state-owned motorized vehicles and special equipment. The Board has established a Medical Liability
Self-Insurance Fund to provide malpractice insurance coverage for staff physicians, students, residents and fellows
at Health Institutions. See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM—Fund
Balances—Agency Funds.”

Employees of the University System are provided Worker’s Compensation coverage under a self-insuring,
sclf-managed program as authorized by State law.

Retirement Plans
The University System participates in the State’s joint contributory retirement plans which are established for

substantially all State employees. The contributory percentages currently provided by the State and by each
participant are 7.65% and 6.4%, respectively, of annual compensation. .

The Teacher Retirement System of Texas, one of the primary plans, does not separately account for each of its
component governmental agencies, since the retirement system bears sole responsibility for retirement
commitments beyond contributions fixed by the State Legislature. According to an independent actuarial evaluation
as of February 6, 1990, the present value of the retirement system’s actual and projected liabilities, including
projected benefits payable to its retired and active members and their beneficiaries, was in excess of the assets of
the retirement system. However, the actuary projected that such assets, augmented by projected future contributions
and carnings, would be sufficient to amortize the unfunded difference over a period of 20.9 years. Further
information regarding actuarial assumptions and conclusions, together with audited financial statements, is
included in the retirement system’s annual financial report.

The State has also established an optional retirement program for institutions of higher education. Participation
in the optional retirement program is in lieu of participation in the Teacher Retirement System. The contributory
percentages currently provided by the State and by each participant are 8.5% and 6.65%, respectively, of annual
compensation. The optional retirement program provides for the purchase of annuity contracts. Since these are
individual annuity contracts, the State has no additional or unfunded liability for this program.

The retirement expenses to the State for the University System was $72,708,767 for the fiscal year ended
August 31, 1990. This amount represents the portion of expended appropriations made by the State Legislature
on behalf of the University System.

ABSENCE OF LITIGATION

Neither the Board nor the University System is a party to any litigation, investigation, inquiry or proceedin
(whether or not purportedly on behalf of the Board) pending or mmﬂgatl in anuyg:gun, gt?v‘::l:nymcrftal agcncyg,
public board or body or before any arbitrator or before any governmental body which, if decided adversely to such
partics, would have a material adverse effect on the Pledged Revenues or on the business, properties or assets or
the condition, financial or otherwise, of the University System, and no litigation of any nature has been filed or
threatened which seeks to restrain or enjoin the establishment of the Revenue Financing System, the issuance or
delivery of the Bonds or the collection or application of Pledged Revenues to pay the principal of and interest on
the Bonds, or in any manner questioning the validity of the Bonds.

LEGAL MATTERS

Legal matters incident to the authorization, issuance and sale of each series of Bonds are subject to approval
of legality by the Attorney General of the State and of certain legal matters by McCall, Parkhurst & Horton, Dallas,
:l'cxas, Bond Counsel to the Board, whose opinion will be printed on the Bonds. Attached hereto as APPENDIX E
is the form of opinion that Bond Counsel will render in connection with each series of Bonds, with such alterations
as may be required as a result of changes in or actions on pending legislation that occur following the date of this
Official Statement and prior to initial delivery of the applicable series of Bonds. Bond Counsel was not requested
to participate, and did not take part, in the preparation of this Official Statement except as hercinafter noted, and
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such firm has not assumed any responsibility with respect thereto or undertaken to verify any of the information
contained herein, except that, in its capacity as Bond Counsel, such firm has reviewed the information in the Official
Statement under the captions “INTRODUCTION,” “PLAN OF FINANCING,” “ESTIMATED SOURCES AND
APPLICATIONS OF FUNDS,” “DESCRIPTION OF THE BONDS,” “DESCRIPTION OF THE REVENUE
FINANCING SYSTEM” (except for financial and statistical data under such caption), “LEGAL MATTERS,” “TAX
EXEMPTION,” “TAX ACCOUNTING TREATMENT OF ORIGINAL ISSUE DISCOUNT,” “LEGAL
INVESTMENTS IN TEXAS,” and APPENDICES A, B and C, and such firm is of the opinion that the information
contained under such captions and in such appendices is a fair and accurate summary of the information purported
to be shown. The payment of legal fees to Bond Counsel in connection with the issuance of the Bonds is contingent
on the sale and delivery of the Bonds. Certain legal matters will be passed upon for the Underwriters by Vinson &
Elkins, Austin and Houston, Texas, and for the University System by Bacza, Lannen & Moyé, Dallas, Texas.

TAX EXEMPTION

In the opinion of McCall, Parkhurst & Horton, Dallas, Texas, Bond Counsel, under existing statutes, regulations,
published rulings and court decisions, interest on the Bonds is (1) excludable from the gross income of the owners
of the Bonds for federal income tax purposes, and (2) the Bonds will not be treated as “private activity bonds” the
interest on which would be included as an alternative minimum tax preference item under Section 57(a)(5) of the
Internal Revenue Code of 1986 (the “Code™). In expressing the foregoing opinions, Bond Counsel will rely on the
Board’s no-arbitrage certificate and the verification report prepared by Ernst & Young and will assume compliance
by the Board with certain covenants of the Board with respect to the use and investment of the proceeds of the
Bonds. Failure by the Board to comply with these covenants may cause the interest on the Bonds to become
includable in gross income retroactively to the date of issuance of the Bonds. '

Interest on the Bonds will be includable as an adjustment for book income or adjusted carnings and profits to
calculate alternative minimum taxable income for purposes of determining the alternative minimum tax imposed
on corporations by Section 55 of the Code, and for purposes of the environmental tax imposed on corporations by
Section 59A of the Code. In addition, certain foreign corporations doing business in the United States may be
subject to the new “branch profits tax” on their effectively-connected carnings and profits including tax-exempt
interest such as interest on the Bonds. Furthermore, in the case of an S corporation, interest on the Bonds is treated
as “passive investment income” which is subject to the tax imposed by Section 1375 of the Code.

Except as stated above with respect to the exclusion of the interest on the Bonds from gross income, Bond
Counsel expresses no opinion as to any other federal, state or local tax consequences of acquiring, carrying, owning
or disposing of the Bonds.

The law upon which Bond Counsel has based its opinion is subject to change by the Congress and the
Department of the Treasury and to subsequent judicial and administrative interpretation. There can be no assurance
that such law or the interpretation thereof will not be changed in a matter which would adversely affect the tax
treatment of ownership of the Bonds.

Prospective purchasers of the Bonds should be aware that the ownership of tax-exempt obligations may result
in collateral federal income tax consequences to financial institutions, property and casualty insurance companies,
life insurance companies, individual recipients of Social Security or Railroad Retirement benefits and taxpayers who
may be deemed to have incurred or continued indebtedness to purchase or carry tax-exempt obligations. Prospective
purchasers falling within any of these categories should consult their own tax advisors as to the applicability of these
consequences.

TAX ACCOUNTING TREATMENT OF ORIGINAL ISSUE DISCOUNT

The Underwriters have represented that the initial public offering price to be paid for the Bonds, as stated on
the cover page of the Official Statement (the “Original Issue Discount Bonds”) is less than the principal amount
thereof. The difference between (i) the amount payable at the maturity of each Original Issue Discount Bond and
(ii) the initial offering price to the public of such Original Issue Discount Bond constitutes original issue discount
with respect to such Original Issue Discount Bond in the hands of any owner who has purchased such Original Issue
Discount Bond in the initial public offering of the Bonds. Under existing law, such initial owners is entitled to
exclude from gross income (as defined in Section 61 of the Code) an amount of income with respect to such Original
Issuc Discount Bond equal to that portion of the amount of such original issue discount allocable to the period that
such Original Issue Discount Bond continues to be owned by such owner. See “TAX EXEMPTION” herein for a
discussion of certain collateral federal tax consequences.
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In the event of the redemption, sale or other taxable disposition of such Original Issue Discount Bond prior to
stated maturity, however, the amount realized by such owner in excess of the basis of such Original Issue Discount
Bond in the hands of such owner (adjusted upward by the portion of the original issue discount allocable to the
period for which such Original Issue Discount Bond was held by such initial owner) is includable in gross income.

Under existing law, the original issue discount on each Original Issue Discount Bond is accrued daily to the
stated maturity thereof (in amounts calculated as described below for each six-month period ending on the date
before the semiannual anniversary dates of the date of the Bonds and ratably within cach such six-month period)
and the accrued amount is added to an initial owner’s basis for such Original Issue Discount Bond for purposes of
determining the amount of gain or loss recognized by such owner upon the redemption, sale or other disposition
thereof. The amount to be added to basis for cach accrual period is equal to (a) the sum of the issue price plus the
amount of original issue discount accrued in prior periods multiplied by the yield to stated maturity (determined
on the basis of compounding at the close of each accrual period and properly adjusted for the length of the accrual
period) less (b) the amounts payable as current interest during such accrual period on such Bond.

The federal income tax consequences of the purchase, ownership, redemption, sale or other disposition of
Original Issue Discount Bonds which are not purchased in the initial offering at the initial offering price may be
determined according to rules which differ from those described above. All owners of Original Issue Discount Bonds
should consult their own tax advisors with respect to the determination for federal, state and local income tax
purposes of interest accrued upon redemption, sale or other disposition of such Original Issue Discount Bonds and
with respect to the federal, state, local and foreign tax consequences of the purchase, ownership, redemption, sale
or other disposition of such Original Issue Discount Bonds.

LEGAL INVESTMENTS IN TEXAS

Pursuant to Article 717k, Vernon’s Texas Civil Statutes, as amended, the Bonds are legal and authorized
investments for banks, savings banks, trust companies, building and loan associations, savings and loan associations,
insurance companies, fiduciaries, trustees and guardians, and for the interest and sinking funds and other public
funds of counties, municipal corporations, taxing districts, and other political subdivisions or agencies or
instrumentalities of the State. The Bonds are ecligible to secure deposits of public funds of the State, its agencies
and political subdivisions, and are legal security for those its to the extent of their market value. The Texas
Public Funds Investment Act, Article 842a-2, Vernon’s Texas Civil Statutes, as amended, provides that a city, county
or school district may invest in the Bonds, provided the Bonds have received a rating of not less than “A” from a
nationally recognized investment rating firm. No investigation has been made of other laws, regulations or
investment criteria which might limit the ability of such institutions or entities to invest in the Bonds, or which might
limit the suitability of the Bonds to secure the funds of such entities. No review by the Board has been made of the
laws in other states to determine whether the Bonds are legal investments for various institutions in those states.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Issuance of the Bonds will be subject to delivery by Ernst & Young, independent certified public accountants,
of a report of the mathematical accuracy of certain computations relating to (a) the adequacy of the maturing
principal amounts of the Federal Securities held in the Escrow Fund, together with a portion of the interest income
thereon and uninvested cash, if any, to pay, when due, the principal of and any redemption premium and interest
on the Refunded Bonds and (b) the actuarial yields relied on by Bond Counsel to support its opinion that the Bonds
are not arbitrage bonds under Section 148 of the Code. Such verification of accuracy of such mathematical
computations will be based upon information and assumptions supplied by the Board, and such verification,
information and assumptions will be relied on by Bond Counsel in rendering its opinion described herein.

RATINGS

Fitch Investors Service, Moody'’s Investors Service and Standard & Poor’s Corporation have assigned ratings of
—»—_and ___, respectively, to the Bonds. An explanation of the significance of each such rating may be obtained
from the company furnishing the rating. The ratings will reflect only the views of such organizations at the time
such ratings are given, and the Board makes no representation as to the appropriateness of the ratings. There is no
assurance that such ratings will continue for any given period of time or that they will not be revised downward or
withdrawn entirely by such rating companies, if in the judgment of such rating companies, circumstances so warrant.
g:z;ds such downward revision or withdrawal of either rating may have an adverse effect on the market price of the
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UNDERWRITING

The Underwriters have agreed, subject to certain customary conditions to delivery, to purchase the Bonds from
the Board at an underwriting discountof $_______ with respect to the Series 1991A Bonds, § with
respect to the Series 1991B Bonds and $ with respect to the Series 1991C Bonds from the initial
public offering prices therefor set forth on the cover page of this Official Statement. The Underwriters will be
obligated to purchase all of the Bonds if any Bonds are purchased. The Bonds may be offered and sold to certain
dealers and others at prices lower than such public offering prices, and such public prices may be changed, from
time to time, by the Underwriters.

OTHER MATTERS

The financial data and other information contained herein have been obtained from the Board’s records,
financial statements and other sources which are believed to be reliable. There is no guarantee that any of the
assumptions or estimates contained herein will be realized. All of the summaries of the statutes and documents
contained in this Official Statement are made subject to all of the provisions of such statutes and documents. The
summaries do not purport to be complete statements of such provisions and reference is made to such documents
for further information. Reference is made to original documents in all respects.

Executive Vice Chancellor for Asset Management
The University of Texas System

The University of Texas System
210 West 6th Street
Austin, Texas 78701




APPENDIX A
SCHEDULE OF REFUNDED BONDS

Series 1991A Bonda
Outstanding
Bonds Refunded by Series 1991A Bond Principal A
Board of Regents of The University of
Texas System General Revenue Refunding
Bonds, Series 1986 $ 191,100,000
Serica 19918 Bonds
Outstanding
Bonds Refunded by Series 1991B Bond Pringipal A
Board of Regents of The University of
Texas System Revenue Financing System
Commercial Paper Notes, Series A $ 24,760,000
Serics 1991C Bonda
Outstanding
Bonds Refunded by Serics 1991C Bond Principal A
Board of Regents of Pan American College
Utility Plant Student Fee Revenue Bonds,
Series 1968 ' $ 1,085,000
Board of Regents of Pan American College
Student Fee Revenue Bonds, Series 1969 $ 888,000
Board of Regents of Pan American University
Combined Fee Revenue Bonds, Series 1971 $ 665,000

Board of Regents of Pan American University
Auxiliary Enterprise System Revenue Bonds,
Series 1968A $ 73,000

Board of Regents of Pan American University
Auxiliary Enterprise System Revenue Bonds,
Serics 1968B $ 145,000

Board of Regents of Pan American University
Auxiliary Enterprise System Revenue Bonds, '
Series 1968C $ 1,278,000




Board of Regents of Pan American University
Auxiliary Enterprise System Revenue Bonds,
Series 1968D

Board of Regents of Pan American University
Auxiliary Enterprise System Revenue Bonds,
Series 1973

Board of Regents of Pan American University
Auxiliary Enterprise System Revenue Bonds,
Series 1977

TOTAL Refunded by Series 1991C Bonds

TOTAL Refunded by All Series of Bonds

$ 570,000

$ 715,000




APPENDIX B
GLOSSARY OF TERMS

As used in this Official Statement, the following terms and expressions have the meanings set forth below:

means the amount budgeted cach fiscal year by the Board with respect to each Member
of the Revenue Fmancmg System to satisfy the Member’s proportion of debt service (calculated based on the
Member's Direct Obligation) due by the Board in such fiscal year on outstanding Parity Debt.

Annual Obligation means, with respect to each Member of the Revenue Financing System and for each fiscal
year, the Member’s Annual Direct Obligation plus the amount budgeted by the Board for such fiscal year to allow
the Member to retire its obligation for any intra-system advances made to it to satisfy part or all of a previous Annual
Direct Obligation payment.

means, collectively, a loan agreement, revolving credit agreement, agreement establishing a
line of credit, letter of credit, reimbursement agreement, insurance contract, commitments to purchase Parity Debt,
purchase or sale agreements, interest rate swap agreements, or commitments or other contracts or agreements
authorized, recognized and approved by the Board as a Credit Agreement in connection with the authorization,
issuance, security, or payment of Parity Debt and on a parity therewith.

means the proportionate share of outstanding Parity Debt attributable to and the
responsibility of each respective Financing System Member of the Revenue Financing System.

Hecalth Institutions means The University of Texas Southwestern Medical Center at Dallas, The Umvcrslty of
Texas Medical Branch at Galveston, The University of Texas Health Science Center at Houston, The University of
Texas Health Science Center at San Antonio, The University of Texas M.D. Anderson Cancer Center, The University
of Texas Health Center at Tyler, and any other health institutions which become part of the University System and
are hereafter made a Member of the Revenue Financing System.

Master Resolution means the master resolution of the Board adopted on April 12, 1990 establishing the Revenue
Financing System, as amended by the Board on October 12, 1990, providing for the inclusion of certain Pledged
Practice Plan Funds as Pledged Revenues, and as amended and restated on February 14, 1991.

Mcmber means each of the institutions currently constituting components of the University System and such
institutions hereafter designated by the Board to be Members of the Revenue Financing System.

M. D. Anderson Bonds means the M. D. Anderson Hospital and Tumor Institute at Houston Endowment and
Hospital Revenue Bonds, Series 1972 and 1976 (in the outstanding principal amount of $8,280,000) and the
M. D. Anderson Hospital Revenue Subordinate Lien Bonds, Series 1976 (in the outstanding principal amount of
$2,950,000).

Pan American University Bonds means the Board of Regents of Pan American College Utility Plant Student
Fee Revenue Bonds, Series 1968 and Student Fee Revenue Bonds Series 1969 (in the outstanding total principal
amount of §1,923,000) and the Board of Regents of Pan American University Combined Fee Revenue Bonds, Series
1971 and Auxiliary Enterprise System Revenue Bonds, Series 1968A, 1968B, 1968C, 1968D, 1973 and 1977 (in the
outstanding total principal amount of $3,771,000).

Parity Dcbt means all indebtedness of the Board which may be issued or assumed in accordance with the terms
of the Master Resolution and a supplement thereto, secured by a pledge of the Pledged Revenues subject only to
the liens securing Prior Encumbered Obligations.

i i shall mean the entity designated in accordance with the Supplemental Resolution as
the Paying Agent/Registrar for the Bonds, initially Ameritrust Texas National Association, Dallas, Texas.

Pledged Genceral Fee means the gross collections of a student use fee to be fixed, charged and collected pursuant
to Section 55.16, Texas Education Code, from the students (excepting, with respect to each series or issue of Parity
Debt, any student in a category which, at the time of the adoption of the supplemental resolution providing for
such issue or series of Parity Debt, is exempt by law from paying fees) regularly enrolled at the institutions and
branches thereof now or hereafter constituting 2 Member of the Revenue Financing System, respectively, for the
general use and availability of such institutions or branches thereof, respectively, in the manner and amounts, at
the times, and to the extent provided in the Master Resolution. The student use fee may not exceed $6 per semester
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credit hour unless a higher fee is required to pay the principal of and interest on outstanding Parity Debt and other
outstanding revenue-supported indebtedness of the Bond secured by and payable from such fee. Currently, each
regularly enrolled student (with the exception described in the Resolution) at each component of the University
System is charged the maximum student use fee of $6 per semester credit hour.

Pledged Practice Plan Funds means that portion of the Practice Plan Funds of a Health Institution now or
hereafter constituting a Member of the Revenue Financing System which has been pledged to the payment of Parity
Debt by the Board by the adoption of an amendment to the Master Resolution; provided, however, that any such
pledge may be limited in amount and in any manner, extent or duration as provided in such amendment. On
October 12, 1990, the Board authorized proceeding with a construction project at The University of Texas
Southwestern Medical Center at Dallas having an estimated total cost of $26,750,000. By amendment to the Master
Resolution adopted on the same date, the Board pledged $4,500,000 from the Practice Plan Funds from such Health
Institution commencing in the fiscal year in which Parity Debt is first issued for the project and ending when such
Health Institution’s Direct Obligation relating to the project has been fully paid and satisfied. Procceds from the
Series 1991B Bonds will be applied to finance the cost of the project. Except as provided above, Pledged Revenues
do not currently include any other Practice Plan Funds.

Pledged Revenuecs means, subject to the provisions of the Prior Encumbered Obligations, collectively (i) the
Pledged Tuition Fee, (ii) the Pledged General Fee, (iii) the Pledged Practice Plan Funds, and (iv) any or all of the
revenues, funds, and balances now or hereafter lawfully available to the Board and derived from or attributable to
any Member of the Revenue Financing System which are lawfully available to the Board for payments on Parity
Debt; provided, however, that the following shall not be included in Pledged Revenues unless and to the extent set
forth in a Supplement: (a) the interest of the University System in the Available University Fund under Article VII,
Section 18 of the State Constitution, including the income therefrom and any fund balances relating thereto (see
“FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM—Fund Balances—Available University
Fund”); (b) amounts received on behalf of any Member under Article VII, Section 18 of the State Constitution,
including the income therefrom and any fund balances related thereto (see “FINANCIAL MANAGEMENT OF THE
UNIVERSITY OF TEXAS SYSTEM—Debt Management and Anticipated Financings—Financing Programs—Higher
Education Assistance Fund (H.E.A.F.) Bonds”); (c) except to the extent so appropriated, general revenue funds
appropriated to the Board by the State Legislature (see “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF
TEXAS SYSTEM—Current Funds—Unrestricted Current Funds Revenues—State Appropriations”); and (d) Practice
Plan Funds of any Member, including the income therefrom and any fund balances relating thereto not included
in Pledged Practice Plan Funds.

Pledged Tuition Fee means, as authorized by Section 55.17, Texas Education Code, the following specified
amounts (or such increased amounts as hereafter authorized by law) out of the tuition charges now or hereafter
required or permitted by law to be imposed on each tuition paying student enrolled at each and every institution
or branch thereof now or hereafter constituting a Member of the Revenue Financing System (excepting the Health
Institutions until and unless the Board authorizes the pledge of such tuition charges at any such institution to the
payment of Parity Debt) and including, subject to the provisions of the Prior Encumbered Obligations, the Prior
Encumbered Tuition Fees, respectively:

$5.00 from each enrolled student for each regular semester and $2.50 from each enrolled student for each
summer term of each summer session.

means any agreement entered into by and between a Health Institution Member and faculty
appointees of that Member that: (a) assigns to the Member patient fees collected for professional services rendered
by the appointee and (b) regulates the collection and expenditure of such patient fees. Practice Plan also includes
such agreements existing between an institution which becomes a Member after the date of the adoption of the
Resolution and such institution’s faculty.

Practice Plan Funds means the Practice Plan income and fund balances of a Health Institution Member.

Pror Encumbered General Fee means the Pledged General Fee securing Prior Encumbered Obligations and
that portion of the student use fee charged and collected at an institution which becomes a Member of the Financing
System after the date of adoption of this Resolution and which are pledged to the payment of bonds or other
obligations outstanding on the date such institution becomes a Member of the Financing System.

jons means the M.D. Anderson Bonds, the Pan American University Bonds and those
bonds or other obligations of an institution outstanding on the date it becomes a Member of the Revenue Financing
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System and which are secured by a lien on and pledge of the Prior Encumbered General Fee, the Prior Encumbered
Revenues, the Prior Encumbered Tuition Fee and/or the Prior Encumbered Practice Plan Funds charged and
collected at such institution and all existing obligations of the Board secured by a lien on a portion of the Pledged
Revenues which is superior to the lien established by the Resolution on behalf of Parity Debt; provided that following
the issuance of the Series 1991C Bonds, the Pan American University Bonds will no longer be outstanding and will
not constitute Prior Encumbered Obligations. In addition, the Board has outstanding $31,385,000 in principal
amount of The University of Texas at Austin Building Revenue Refunding Bonds, Series 1986, which are secured
by and payable from sources other than Pledged Revenues; provided that the Board has covenanted to collect a
special student fee from all students (with certain exceptions) enrolled at The University of Texas at Austin if
necessary to pay the debt service on such bonds. The Board has never collected the pledged fee and does not
presently anticipate doing so. If the fee were ever collected, the collections would constitute Pledged Revenues;
however, the bonds would have a lien on the collections that is prior to the lien of the Master Resolution. In that
event, such bonds would become Prior Encumbered Obligations.

Prior Encumbered Practice Plan Funds means the Pledged Practice Plan Funds which are pledged to the
payment of bonds or other obligations of an institution which becomes a Member of the Revenue Financing System
after the date of adoption of the Resolution.

Pror Encumbered Revenucs means the revenues pledged to the payment of Prior Encumbered Obligations
and the revenues of any revenue producing system or facility of an institution which hereafter becomes a Member

of the Revenue Financing System and which are pledged to the payment of bonds or other obligations outstanding
on the date such institution becomes a Member of the Revenue Financing System.

Brior Encumbered Tuition Fee means the Pledged Tuition Fee securing Prior Encumbered Obligations and
that portion of the tuition charges in the maximum amount permitted in the definition of Pledged Tuition Fee
charged and collected at an institution which becomes a Member of the Revenue Financing System after the date
of adoption of this Resolution and which are pledged to the payment of bonds or other obligations outstanding on
the date such institution becomes a Member of the Financing System.

Resolution means, collectively, the Master Resolution and the Supplemental Resolution.
Statc means the State of Texas.

Supplemental Resolution means the second supplemental resolution to the Master Resolution adopted by the
Board on February 14, 1991, providing for the issuance of the Bonds.

University Representative means one or more of the following officers or employees of the University System,
to-wit: the Chancellor, any Executive Vice Chancellor, the General Counsel, the Executive Director—Endowment
ment and Administration, the Executive Director of Finance, the Manager—Finance, the Director of the

Office of Budget and Fiscal Policy, or such other officer or employee of the University System, authorized by the
Board to act as a University Representative.




APPENDIX C

SUMMARY OF THE MASTER RESOLUTION

Establis! f the R Financiog §

The Board has established the Revenue Financing System for the purpose of providing a system-wide financing
structure for revenue-supported indebtedness of component institutions of the University System included as
Members of the Revenue Financing System. The Master Resolution established a master plan under which
revenue-supported indebtedness of the Revenue Financing System can be incurred. Each issue or series of Parity
Debt is to be provided for under a supplemental resolution consistent with the provisions of the Master Resolution.

Subject to the provisions of resolutions authorizing any Prior Encumbered Obligations, Parity Debt issued
under the Master Resolution is payable from and secured by a lien on all Pledged Revenues. The Board has
assigned and pledged the Pledged Revenues to the payment of the principal of and interest on Parity Debt and to
the establishment and maintenance of any funds that may be created under the Master Resolution or a supplemental
resolution to secure the repayment of Parity Debt. The Board may additionally secure Parity Debt with one or more
Credit Agreements.

All of the institutions currently constituting components of the University System have been included under
the Master Resolution as Members of the Revenue Financing System. If an additional institution hereafter becomes
a component of the University System, the Board may include the new component as a Member of the Revenue
Financing System. In that event, the lien on and pledge of Pledged Revenues established pursuant to the Master
Resolution and effective when such institution becomes a2 Member of the Revenue Financing System will apply to
the revenues, funds and balances of such Member that constitute Pledged Revenues; provided, that, if at the time
a new Member is admitted, it has outstanding debt obligations secured by any of such sources, such obligations will
constitute Prior Encumbered Obligations of the Board secured by a lien on the portion of the Pledged Revenues
providing such security which is superior to the lien established by the Master Resolution on behalf of Parity Debt.
The Board has reserved the right to refund Prior Encumbered Obligations with the proceeds of refunding bonds
issued as Prior Encumbered Obligations secured by the same sources as the sources securing the refunded Prior
Encumbered Obligations. Otherwise, while any Parity Debt is outstanding, the Board has agreed not to issuc
additional obligations on a parity with any Prior Encumbered Obligations.

Rate Covenant

The Board has covenanted in the Master Resolution that in each fiscal year it will establish, charge and use its
reasonable efforts to collect at each Member the Pledged Tuition Fee, the Pledged General Fee, the Pledged Practice
Plan Funds (but only to the extent the Practice Plan Funds are pledged to secure Parity Debt) and other rates, fees,
and charges for goods and services furnished by, and for the use of, properties of the Revenue Financing System,
which, if collected, would be sufficient to meet all financial obligations of the Board relating to the Revenue
Financing System including all deposits or payments due on or with respect to outstanding Parity Debt for such
fiscal year.

Annual and Direct Obligation of Memt

The Master Resolution provides that each Member of the Revenue Financing System is responsible for its Direct
Obligation. The Board covenants in the Master Resolution that in establishing the annual budget for cach Member
of the Revenue Financing System, it will provide for the satisfaction by each Member of its Annual Obligation. Each
Member’s Direct Obligation and Annual Obligation shall be evidenced by a financing agreement between the Board
and each Member.

Bledged General Fee

The Board has covenanted and agreed at all times to maintain and collect the Pledged General Fee in such
amounts, without limitation (other than as provided in the last sentence of the following paragraph), as will be at
least sufficient at all times, together with other legally available funds, including other Pledged Revenues, to provide
the money to make or pay the principal of, interest on, and other payments or deposits with respect to outstanding
Parity Debt when and as required. The Board has agreed that the Pledged General Fee will be adjusted to provide
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Pledged Revenues sufficient to make when duc all payments and deposits in connection with outstanding Parity
Debt. The Board may fix and collect the Pledged General Fee in any manner it may determine, within its discretion
and in different amounts from students enrolled in different Members. In addition, if and for any period during
which total Pledged Revenues, together with other legally available funds, are sufficient to meet all of the Board’s
financial obligations of the Revenue Financing System, the Board may suspend the collection of the Pledged General
Fee from the students enrolled in any Member.

The Board has covenanted that if it determines that Pledged Revenues and other legally available funds are not
anticipated to be sufficient to meet all of its financial obligations relating to the Revenue Financing System, including
all deposits and payments coming due on outstanding Parity Debt, or that any Member will be unable to pay its
Annual Direct Obligation in full, the Pledged General Fees will be adjusted, effective at the next regular semester
or semesters or Summer term or terms, to an amount, without any limitation (other than as provided in the last
sentence of this paragraph), at least sufficient to provide, together with other Pledged Revenues and legally available
funds, the money for paying when due all financial obligations of the Board relating to the Revenue Financing
System, including all payments and deposits with respect to outstanding Parity Debt. Any adjustment in the rate of
the Pledged General Fee of any of the Members will be based upon the certificate and recommendation of a
University Representative delivered to the Board, as to the rates and anticipated collection of the Pledged General
Fee at the various Members (after taking into account the anticipated effect the proposed adjustment would have
on enrollment and the receipt of Pledged Revenues and other funds of such Member) which will be anticipated to
result in (i) Pledged Revenues attributable to each Member being sufficient (to the extent possible) to satisfy the
Annual Obligation of such Member and (ii) Pledged Revenues being sufficient, together with other legally available
funds, to meet all financial obligations of the Board relating to the Revenue Financing System, including all deposits
and payments due on or in connection with outstanding Parity Debt when and as required. Notwithstanding the
foregoing, it is recognized that certain Members do not and will not enroll students, and, therefore, the Board will
not levy or collect the Pledged General Fee at such Members.

Under the Master Resolution, the Board has excepted from the Pledged General Fee, with respect to any
particular series or issue of Parity Debt, collections from any student permitted by the Texas Education Code to be
cxempted (currently, any student for whom payment would cause an undue economic hardship, as long as the total
number of students exempted does not exceed 5% of the total enrollment at any Member) as of the date on which
the issue of Parity Debt is authorized.

General Covenants

In the Master Resolution, the Board has covenanted that it will (a) make available to the Paying Agent/Registrar
or other paying agent, on or before each payment date, money sufficient to pay the principal of and the premium,
if any, and interest on all Parity Debt as it becomes due and payable and the fees and expenses related to the Parity
Debt, including the fees and expenses of the paying agent and any registrar, trustee, remarketing agent, tender
agent or credit provider; (b) faithfully perform all covenants and undertakings under the Master Resolution and
cach supplemental resolution; (c) cause all Parity Debt to be called for redemption and redeemed prior to maturity,
to the extent required under the provisions of the Master Resolution or any supplemental resolution; (d) maintain
all real and tangible property of the Revenue Financing System in good condition, repair and working order and
not impair or permit any impairment of the Revenue Financing System; (¢) not incur additional debt secured by
the Pledged Revenues, except as Parity Debt permitted under the Master Resolution or as debt that is junior and
subordinate in all respects to the liens, pledges and covenants of the Master Resolution and any supplemental
resolution; (f) invest and secure money in all funds and accounts established under the Master Resolution and any
supplemental resolution as prescribed by law and the policies of the Board; (g) keep proper books of record and
account relating to all dealings, activities and transactions of the Board; (h) permit any owner or owners of at least
25% of the principal amount of the then outstanding and unpaid principal amount of Parity Debt to inspect the
records and accounts of the Board relating to the University System; and (i) provide for the satisfaction by each
Member of its Annual Obligation. In addition, the Board has warranted that it lawfully owns and has title to or
lawfully possesses the lands, buildings and facilities constituting the University System, that it will defend the title
to all properties that become a part of the Revenue Financing System and that it is lawfully qualified to pledge the
Pledged Revenues in the manner prescribed in the Master Resolution and has exercised such right.

In the Master Resolution, the Board reserves the right to issue or incur additional Parity Debt for any purpose
authorized by law. The Board may incur, assume, guarantee or otherwise become liable in respect of additional
Parity Debt if the Board determines that it will have sufficient funds to meet the financial obligations of the University
System, including sufficient Pledged Revenue to satisfy the annual debt service requirements of the Revenue
Financing System and to meet all financial obligations of the Board relating to the Revenue Financing System.
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In addition, the Board covenants not to issue or incur Parity Debt unless (i) it determines that the Member or
Members for whom Parity Debt is being issucd or incurred possess the financial capacity to satisfy their respective
Direct Obligations after taking into account the then proposed additional Parity Debt, and (ii) a University
Representative delivers to the Board a certificate stating that, to the best of his or her knowledge, the Board is in
compliance with all covenants contained in the Master Resolution and any supplemental resolution authorizing
outstanding Parity Debt, and is not in default in the performance and observance of any of the terms, provisions
and conditions thereof. ’

The Board has reserved the right to issue without limit debt secured by a lien other than a lien on Pledged
Revenues and debt which expressly provides that all payments thereon shall be subordinated to the timely payment
of all Parity Debt.

Waiver of Covenants

The Board may omit in any particular instance to comply with any covenant or condition set forth above as a
general covenant or with its rate covenant (see “Rate Covenant” in this APPENDIX C), its covenants relating to
issuance of Parity Debt (see “Additional Parity Debt” in this APPENDIX C), its covenants governing disposition of
Member assets (see “Disposition of Member Assets” in this APPENDIX C) or its covenants relating to admission
and release of Members (see “Changes in Membership of the Revenue Financing System” in this APPENDIX C) if

the holders of at least 51% of all Parity Debt outstanding shall waive compliance, to the extent compliance is so
expressly waived.

Disposition of Member A

In the Master Resolution, the Board has reserved the rights to convey, sell or otherwise dispose of any properties
of the Board attributable to a Member of the Revenue Financing System, provided that

(i) such disposition shall occur in the ordinary course of business of the Member of the Revenue
Financing System responsible for such properties; or

(ii) the Board determines that after the disposition, the Board shall have sufficient funds during each
fiscal year to meet the financial obligations of the University System, including sufficient Pledged Revenues
to satisfy the annual debt service requirements of the Revenue Financing System and to meet all other
financial obligations of the Board relating to the Revenue Financing System.

a io Membershie of the R Financing St

The Master Resolution recognizes that the State may combine or divide Member institutions and provides that
so long as the combined or divided institutions continue to be governed by the Board such action shall not violate
the Master Resolution or require any amendment thereof. The Master Resolution also provides that 2 Member
institution or portion thereof may be closed and abandoned by law or otherwise removed from the Revenue
Financing System (thus deleting the revenues, income, funds and balances attributable to such Member or portion
thereof from Pledged Revenues) without violating the Master Resolution upon satisfaction of the following
requirements:

(i) the Board specifically finds (based upon a certificate signed by a University Representative) that
after the release of the Member or portion thereof, the Board will have sufficient funds during each fiscal
year in which Parity Debt shall thereafter be outstanding to meet the financial obligations of the University
System, including sufficient Pledged Revenues to satisfy the annual debt service requirements of the
Revenue Financing System and to meet all financial obligations of the Board relating to the Revenue

Financing System; and
(i) the Board shall have received an opinion of legal counsel acceptable to the Board stating that
such release will not affect the status for federal income tax purposes of interest on any outstanding Parity

Debt and that all conditions precedent provided in the Master Resolution or any supplement thereto
relating to such release have been complied with; and

(iii) (a)if the Member or portion thereof to be released is to remain under the governance and control
of the Board, the Board must either (1) provide from lawfully available funds, including Pledged Revenues
attributable to the withdrawing Member, for the payment or discharge of that Member’s Direct Obligation;
or (2) pledge to the payment of Parity Debt, additional resources not then pledged in an amount sufficient
to satisfy the withdrawing Member's Direct Obligation; or




(b) if the Member or portion thereof to be released is no longer to be under the governance and
control of the Board, the Board must reccive a binding obligation of the new governing body of the
withdrawing institution or portion thereof, obligating the new governing body to make payments to the
Board at the times and in the amounts equal to the withdrawing Member’s Annual Obligation or to pay or
discharge that Member’s Direct Obligation, or, in the case of a portion of a Member being withdrawn, the
portion of the Member's Annual Obligation or Direct Obligation, as the case may be, attributable to the
withdrawing portion of the Member.

Spccial Oblieations: Absolute Obligation to Pay Paity Det

The Master Resolution provides that all Parity Debt and the interest thereon shall constitute special obligations
of the Board payable from the Pledged Revenues, and the owners thereof shall never have the right to demand
payment out of funds raised or to be raised by taxation, or from any source other than specified in the Master
Resolution or any supplemental resolution. The obligation of the Board to pay or cause to be paid the amounts
payable under the Master Resolution and each supplemental resolution out of the Pledged Revenues shall be
absolute, irrevocable, complete, and unconditional, and the amount, manner, an time of payment of such amounts
shall not be decreased, abated, rebated, setoff, reduced, abrogated, waived, diminished, or otherwise modified in
any manner or to any extent whatsoever.

Remedies

Any owner of Parity Debt in the event of default in connection with any covenant contained in the Master
Resolution or in any supplemental resolution, or default in the payment of Parity Debt, or of any interest due
thereon, or other costs and expenses related thereto, may require the Board, its officials and employees, and any
appropriate official of the State, to carry out, respect, or enforce the covenants and obligations of the Master
Resolution or any supplemental resolution, by all legal and equitable means, including specifically, but without
limitation, the use and filing of mandamus proceedings in any court of competent jurisdiction against the Board,
its officials and employees, or any appropriate official of the State.
Defeasance of Parity Debt

Any Parity Debt and the interest thereon shall be deemed to be paid, retired, and no longer outstanding (a
“Defeased Debt”) within the meaning of the Master Resolution, except that the Board must provide for the services
of the Paying Agent/Registrar or other paying agent, when the payment of all principal and interest payable with
respect to such Parity Debt 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 required notice of redemption or provision for the giving of same having been
made) or (ii) shall have been provided for on or before such due date by irrevocably depositing with or making
available to the paying agent for such Parity Debt for such payment (1) lawful money of the United States of America
sufficient to make such payment, (2) noncallable Government Obligations (as defined below) 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 provide for such payment, or (3) any combination of (1) and (2) above, and when proper
arrangements have been made by the Board with each such Paying Agent for the payment of its services until after
all Defeased Debt shall have become due and payable. At such time as Parity Debt shall be deemed to be Defeased
Debt, such Parity Debt and the interest thereon shall no longer be secured by, payable from, or entitled to the
benefits of, the Pledged Revenues, and such principal and interest shall be payable solely from such money or
Government Obligations, and shall not be regarded as outstanding for any purposes other than payment, transfer,
and exchange. Any monecy deposited with or made available to a paying agent as described in this paragraph may
at the written direction of the Board also be invested in Government Obligations maturing in the amounts and
times as described above, and all income from such Government Obligations received by the paying agent for an
issue of Parity Debt which is not required for the payment of the Parity Debt and interest thereon, with respect to
which such money has been so deposited, is to be turned over to the Board, or deposited as directed in writing by
the Board. As used in this paragraph, the term “Government Obligations™ means direct obligations of the United
States of America, including obligations the principal of and interest on which are unconditionally guaranteed by
the United States of America, which may be United States Treasury obligations such as its State and Local
Government Series, which may be in book-entry form.

Amendments of Master Resolution
The Master Resolution and the rights and obligations of the Board and of the

Amcndments Without Consent.
owners of the outstanding Parity Debt may be modified or amended at any time without notice to or the consent
of any owner of the outstanding Parity Debt, solely for any one or more of the following purposes:




(i) to add to the covenants and agreements of the Board contained in the Master Resolution, other
covenants and agrecments thereafter to be observed, or to surrender any right or power reserved to or
conferred upon the Board in the Master Resolution;

(ii) to cure any ambiguity or inconsistency, or to cure or correct any defective provisions contained in
the Master Resolution, upon receipt by the Board of an approving opinion of bond counsel, that the same
is needed for such purpose;

(iii) to supplement the security for the outstanding Parity Deb, including, but not limited to, amending
the definition of Pledged Revenues to add a portion or all of the Practice Plan Funds attributable to any
Member (one or more) to Pledged Revenues; provided, however, any amendment to the definition of
Pledged Revenues which results in the pledge of Practice Plan Funds may limit the amount of such pledge
and the manner, extent and duration of such additional pledge all as set forth in such amendment; or

(iv) to make such other changes in the provisions of the Master Resolution as the Board may deem
necessary or desirable and which shall not, in the judgment of the Board, materially adversely affect the
interests of the owners of outstanding Parity Debt; or

(v) to make any changes or amendments requested by any bond rating agency then rating or requested
to rate Parity Debt, as a condition to the issuance or maintenance of a rating, which changes or amendments
do not, in the judgment of the Board, materially adversely affect the interests of the owners of the
outstanding Parity Debt.

Amendments With Consent. Sub_lcct to the other provisions of the Master Resolution, the owners of
outstanding Parity Debt aggregating 51% in Outstanding Principal Amount shall have the right from time to time
to approve any other amendment to the Master Resolution which may be deemed necessary or desirable by the
Board; provided, however, that nothing contained in the Master Resolution shall permit or be construed to permit,
without the approval of the owners of all of the outstanding Parity Debt, the amendment of the terms and conditions
in the Master Resolution so as to:

(i) grant to the owners of any outstanding Parity Debt a priority over the owners of any other
outstanding Parity Debt; or

(ii) materially adversely affect the rights of the owners of less than all Parity Debt then outstanding;

or

(iii) change the minimum percentage of owners of the outstanding principal amount of Parity Debt
necessary for consent to such amendment.

For purposes of determining whether the requisite owners of outstanding Parity Debt have approved a proposed
amendment, “Outstanding Principal Amount” means, with respect to all Parity Debt or to a series of Parity Debt,
the outstanding and unpaid principal amount of such Parity Debt paying interest on a current basis and the
outstanding and unpaid principal and compounded interest on such Parity Debt paying accrued, accreted or
compounded interest only at maturity as of any record date established by the Paying Agent/Registrar in connection
with a proposed amendment or supplement to the Master Resolution.

Notice. If at any time the Board should desire to amend the Master Resolution, the Board is required to cause
notice of the proposed amendment to be published in a financial newspaper or journal of general circulation in
The City of New York, New York, once during cach calendar week for at least two successive calendar wecks. Such
notice is required to briefly set forth the nature of the proposed amendment and shall state that a copy thereof is
on file at the principal office of each registrar for the  Parity Debt for inspection by all owners of Parity Debt. Such
publication is not required, however, if the Board gives or causes to be given such notice in writing, by certified
mail, to each owner of Parity Debt.

Amendments of Supplemental Resolutions. Each supplemental resolution may contain provisions governing
the ability of the Board to amend such supplemental resolution; provided, however, that no amendment may be
made to any supplemental resolution for the purpose of granting to the owners of outstanding Parity Debt under
such supplemental resolution a priority over the owners of any other outstanding Parity Debt.
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LAW OFFICES

MCCALL, PARKHURST & HORTON

2850 ONE AMERICAN CENTER 717 NORTH HARWOOD 402 ONE RIVERWALK PLACE
AUSTIN, TEXAS 78701-3234 NINTH FLOOR SAN ANTONIO, TEXAS 78205-3503
TELESHONE. SI2 478-3808 DALLAS_ TEXAS 7520i1-8587 TELEPHONE: S12 228-2800

TCLECOPY. 312 472-087! TeLecomy. )
TELEPHONE: 214 220-2800 812 228-29a4

TELECOPY: 214 983-0736

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM REFUNDING BONDS
SERIES 1991_, DATED _s 1991,

IN THE PRINCIPAL AMOUNT OF $

A8 BOND COUNSEL for the Board of Regents of The University of
Texas Sysetm (the "Issuer"), we have examined into the legality and
validity of the issue of bonds described above (the "Bonds"), which
bear interest from the dates and mature on the dates specified on
the face of the Bonds, and being subject to redemption, all in
accordance with the resolution authorizing the issuance of such
Bonds (the "Bond Resolution"). Terms used herein and not otherwise
defined shall have the meaning given in the Bond Resolution.

WE HAVE EXAMINED the applicable and pertinent provisions of
the Constitution and laws of the State of Texas, and a transcript
of certified proceedings of the 1Issuer, and other pertinent
instruments relating to the authorization, issuance, and delivery
of the Bonds, including one of the executed Bonds, and we have
examined and relied upon the report and mathematical verifications
of Ernst & Young, certified public accountants, with respect to
the adequacy of certain escrowed funds deposited to accomplish the
refunding purposes of the Bonds.

BASED ON SAID EXAMINATION, IT IS OUR OPINION that the Bonds
have been duly authorized, issued, and delivered, all in accordance
with law; and that, except as may be limited by laws applicable to
the Issuer relating to bankruptcy, reorganization, and other
similar matters affecting creditors' rights, the covenants and
provisions in the Bond Resolution constitute valid and legally
binding obligations of the Issuer, and the Bonds constitute valid
and legally binding special obligations of the Issuer, secured by
and payable from, together with the Issuer's other outstanding
Parity Obligations, a lien on and pledge of the Pledged Revenues,
subject only to provisions of Prior Encumbered Obligations.




IT I8 FURTHER OUR OPINION THAT, except as discussed below,
under existing statutes, judicial decisions, regulations, and
published rulings of the Internal Revenue Service, interest on the
Bonds is excludable from the gross income of the owners for federal
income tax purposes. In expressing the aforementioned opinion, we
have relied on, and assume compliance by the Issuer with, certain
representations and covenants regarding the use and investment of
the proceeds of the Bonds and we have relied on the verification
report of Ernst & Young, certified public accountants, with respect
to the yield of the Bonds and certain escrowed investments. We
call your attention to the fact that failure by the Issuer to
comply with such representations and covenants may cause the
interest on the Bonds to become includable in gross income
retroactively to the date of issuance of the Bonds.

WE ARE FURTHER OF THE OPINION THAT, assuming compliance with
the below mentioned representations and covenants, the Bonds are
not "private activity bonds" and that, accordingly, interest on the
Bonds will not be included as an individual or corporate
alternative minimum tax preference item under section 57(a) (5) of
the Internal Revenue Code of 1986, as amended (the "Code").

WE CALL YOUR ATTENTION TO THE FACT THAT the interest on tax-
exempt obligations, such as the Bonds, is (a) included in a
corporation's alternative minimum taxable income for purposes of
determining the alternative minimum tax and the environmental tax
imposed on corporations by sections 55 and 59A of the Code; (b)
subject to the branch profits tax imposed on foreign corporations
by section 884 of the Code; and (c) included in the passive
investment income of an S corporation and subject to the tax
imposed by section 1375 of the Code.

EXCEPT A8 STATED ABOVE, we express no opinion as to any other
federal income tax consequences of acquiring, carrying, owning, or
disposing of the Bonds.

THE ISSUER has reserved the right, subject to the restrictions
stated in the Bond Resolution, to amend the Bond Resolution. The
Issuer also has reserved the right, subject to the restrictions
stated in the Bond Resolution, to issue additional Parity
Obligations which also may be secured by and payable from a lien
on and pledge of the Pledged Revenues on a parity with the lien
securing the Bonds.

THE REGISTERED OWNERS of the Bonds shall never have the right
to demand payment of the principal thereof or interest thereon out
of any funds raised or to be raised by taxation, or from any source
whatsoever other than specified in the Bond Resolution.



WE HAVE ACTED A8 BOND COUNSEL for the Issuer for the sole
purpose of rendering an opinion with respect to the legality and
validity of the Bonds under the Constitution and laws of the State
of Texas and with respect to the exclusion from gross income of the
interest on the Bonds for federal income tax purposes, and for no
other reason or purpose. We have not been requested to investigate
or verify, and have not investigated or verified, any records,
data, or other material relating to the financial condition or
capabilities of the Issuer and have not assumed any responsibility
with respect thereto.

Respectfully,

McCALL, PARKHURST & HORTON




$

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS
SYSTEM REVENUE FINANCING SYSTEM REFUNDING BONDS
SERIES 1991A
SERIES 1991B
SERIES 1991C

PURCHASE CONTRACT

¢ 1991

The Board of Regents

The University of Texas System

c/o Executive Vice Chancellor for
Asset Management

210 West 6th Street

Austin, Texas 78701

Ladies and Gentlemen:

The undersigned, Goldman, Sachs & Co., acting on behalf of
itself and the other underwriters named  herein (the
"Underwriters®), hereby offers to enter into the following
agreement with the Board of Regents of The University of Texas
System (the "Board"), which, upon your acceptance of this offer,
as evidenced by the execution of this agreement by the Executive
Vice Chancellor for Asset Management of The University of Texas
System, the duly authorized agent of the Board (the "Board's
Agent"), will be binding upon the Board and upon the Underwriters.

This offer is made subject to your acceptance of this
agreement on or before 5:00 p.m., Austin, Texas, on ’
1991.

1. Purchase and Sale of Bonds. Upon the terms and
conditions and upon the basis of the representations and warranties
hereinafter set forth, the Underwriters, jointly and severally,
hereby agree to purchase from the Board for reoffering to the
public, and the Board hereby agrees to sell and deliver to the
Underwriters for such purpose, (A) all (but not less than all) of
$ aggregate principal amount of Board of
Regents of The University of Texas System Revenue Financing System
Refunding Bonds, Series 1991A (hereinafter called the "Series 1991A
Bonds"), (B) all (but not less than all) of $ aggregate
principal amount of Board of Regents of The University of Texas
System Revenue Financing System Refunding Bonds, Series 1991B




principal amount of Board of Regents of The University of Texas
System Revenue Financing System Refunding Bonds, Series 1991B
(hereinafter called the "Series 1991B Bonds"), and (C) all (but not
less than all) of § aggregate principal amount of Board
of Regents of The University of Texas System Revenue Financing
System Refunding Bonds, Series 1991C (hereinafter called the
"Series 1991C Bonds"). The Series 1991A Bonds, the Series 1991B
Bonds and the Series 1991C Bonds are collectively referred to as
the "Bonds.” The Bonds shall be authorized by, and shall be issued
and secured under the provisions of, a master resolution adopted
by the Board on April 12, 1990, as amended by the Board on
October 12, 1990, and as amended and restated by the Board on
February 14, 1991 (the "Master Resolution"), establishing The
University of Texas System Revenue Financing System (the "Financing
System"), a second supplemental resolution adopted by the Board on
February 14, 1991, providing for the issuance of the Bonds, and a
resolution adopted by the Executive Committee of the Board (the
"Executive Committee") on the date hereof, approving this Purchase
Contract (together with the Master Resolution and the Supplemental
Resolution, the "Resolution"). The Bonds shall be dated, shall be
in such form, shall have the maturities, shall bear interest from
the dates and at the rates, shall be subject to redemption and
shall have the other characteristics and terms as set forth on
Exhibit A hereto. The respective purchase price for each series
of Bonds will be the amount indicated below, plus interest accrued
on the Bonds of such series from their dated date to the date of
delivery: for the Series 1991A Bonds, a purchase price of
$ (representing the aggregate principal amount of the
Series 1991A Bonds, less an underwriting discount of $ ,
and less an original issue discount of $ ): for the
Series 1991B Bonds, a purchase price of $ (representing
the aggregate principal amount of the Series 1991B Bonds, less an
underwriting discount of $ ); and for the Series 1991C
Bonds, a purchase price of $ (representing the
aggregate principal amount of the Series 1991C Bonds, less an
underwriting discount of $ , and less an original issue
discount of $ ).

2. Purpogse. As set forth in the Official Statement (as
hereinafter defined), the proceeds of each series of Bonds will be
used for refunding certain outstanding obligations of the Board
(the "Refunded Bonds"). The proceeds of the Series 1991B Bonds
will also be used to finance the cost of improvements at certain
member institutions of the Financing System. The Refunded Bonds
and interest due thereon are to be paid on the scheduled interest
payment and maturity dates, or upon earlier redemption thereof,
from funds to be deposited with Ameritrust Texas National
Association and Morgan Guaranty Trust Company of New York, as
escrow agents (the "Escrow Agents"), pursuant to separate escrow
agreements (the "Escrow Agreements®) between the Board and each
Escrow Agent. The Supplemental Resolution provides that,




concurrently with delivery of each series of Bonds, proceeds from
the sale of such series of Bonds, together with other available
funds, will be deposited with the appropriate Escrow Agent in an
escrow fund with respect to each series of Bonds (the "Escrow
Funds") to pay the principal of and any redemption premium and
interest on the applicable Refunded Bonds. Proceeds from the sale
of the Series 1991A Bonds and Series 1991C Bonds will be deposited
in the Escrow Funds held by Ameritrust Texas National Association,
as Escrovw Agent, and proceeds from the sale of the Series 1991B
Bonds will be deposited in the Escrow Fund held by Morgan Guaranty
Trust Company of New York, as Escrow Agent. The amounts deposited
into the Escrow Funds will be in the form of cash and noncallable,
direct obligations of the United States of America (the "Federal
Securities") and will be sufficient to provide for payment of the
principal of and any redemption premium and interest on the
applicable Refunded Bonds when due.

3. Representative. The Underwriters have heretofore
designated Goldman, Sachs & Co. as their representative (the
"Representative”). The Representative represents that it has been
duly authorized by the Underwriters to execute this Purchase
Contract and to act hereunder by and on behalf of the other
Undervriters and will have full authority to take such action by
or on behalf of the other Underwriters as it may deem advisable in
respect of all matters relating to this Purchase Contract.

4. Public Offering. The Underwriters agree to make a bona
fide public offering of all the Bonds of a series delivered by the
Board at an amount not in excess of the initial public offering
price or prices (or yield or yields) set forth on the cover of the
Official Statement and may subsequently change such offering price
or prices (or yield or yields) without any requirement of prior
notice. The Underwriter may offer and sell Bonds to certain
dealers (including dealers depositing Bonds into investment trusts)
and others at prices lower than the public offering prices stated
on the cover of the Official Statement.

5. Official Statement. As soon as possible but in any event
no more than seven business days after the time of your acceptance
hereof, the Board shall deliver to the Underwriter as many copies
of the Official statement of the Board relating to the Bonds, as
required to permit the Underwriters to comply with the requirements
of Rule 15c2-12 of the Securities and Exchange Commission
("Rule 15c2-12"), each dated the date hereof, in substantially the
form approved by the Board's Agent (which, together with all
appendices thereto and all supplements or amendments thereto which
are approved by the Representative pursuant to Paragraph 10 hereof,
is herein called the "“Official Statement"). The Board hereby
authorizes the use of the Official Statement and the information
therein contained by the Underwriters in connection with the public
offering and the sale of the Bonds. The Board also confirms its




consent to the use by the Underwriters prior to the date hereof of
the Preliminary Official Statement, dated , 19
(the "Preliminary oOfficial Statement®), in connection with the
preliminary offering of the Bonds. Capitalized terms used herein
and not otherwise defined herein shall have the meaning as set
forth in the Official Statement.

6. iv ds. (A) At 9:00 A.M.,
local time in , Texas, on , 19 (the
"Series A&B Closing"), the Board will deliver (i) the Series 1991A
Bonds to the Underwriters in the form of one printed or typewritten
Bond certificate for each maturity, registered in the name of
Goldman, Sachs & Co., or as otherwise requested by the
Representative, in the aggregate principal amount of
$ (the "Initial Series 1991A Bonds"), and (ii)
the Series 1991B Bonds to the Underwriters in the form of one
printed or typewritten Bond certificate for each maturity
registered in the name of Goldman, Sachs & Co., or as otherwise
requested by the Representative, in the aggregate principal amount
of § (the "Initial Series 1991B Bonds"). At 9:00
A.M., local time in , Texas, on , 19
(the "Series C Closing"), the Board will deliver the Series 1991C
Bonds to the Underwriters in the form of one printed or typewritten
Bond certificate for each maturity, registered in the name of
Goldman, Sachs & Co., or as otherwise requested by the
Representative, in the aggregate principal amount $
(the "Initial Series 1991C Bonds"). The Series A&B Closing and
the Series C Closing are sometimes separately referred to herein
as the "Closing®™ and collectively referred to herein as the
"Closings,” and the Initial Series 1991A Bonds, the Initial Series
1991B Bonds and the Initial Series 1991C Bonds are collectively
referred to herein as the "Initial Bonds."™ The Initial Bonds
delivered at the Closings shall be approved by the Attorney General
of the State of Texas and registered by the Comptroller of Public
Accounts of the State of Texas. Subject to the terms and
conditions hereof, the Board will deliver at the offices of MccCall,
Parkhurst & Horton, in Dallas, Texas, or at such other location as
is mutually agreeable, the Initial Bonds and the other documents
and instruments to be delivered at the Closings pursuant to this
Purchase Contract (the "Closing Documents”).

(B) At the Series A&B Closing, the Underwriters will
accept delivery of the Initial Series 1991A Bonds and the Initial
Series 1991B Bonds and the required Closing Documents and pay the
purchase price for the Series 1991A Bonds and the Series 1991B
Bonds as set forth in Paragraph 1 hereof in federal funds, or other
immediately available funds acceptable to the Board, for
unconditional credit to the Board, or as otherwise directed by the
Board. At the Series C Closing, the Underwriters will accept
delivery of the Initial Series 1991C Bonds and the required Closing
Documents and pay the purchase price for the Series 1991C Bonds as




set forth in Paragraph 1 hereof in federal funds, or other
immediately available funds acceptable to the Board, for
unconditional credit to the Board, or as otherwise directed by the
Board. The Initial Bonds and the Closing Documents to be delivered
at either Closing shall be made available for inspection by the
Undervwriters at the place for delivery of the Closing Documents at
least one full business day before such Closing. Upon surrender
of all Initial Bonds of a series for exchange, definitive Bonds of
the same series shall be issued in the form of one typewritten or
printed Bond certificate for each maturity, registered in the name
of Cede & Co., as registered owner and nominee for The Depository
Trust Company, New York, New York. Delivery of the definitive
Bonds of a series as aforesaid shall be made at the place in New
York, New York, designated by the Underwriters. The definitive
Bonds of a series shall be made available to the Underwriters at
a location in New York, New York at least two full business days
before the Closing for such series for purposes of inspection. The
definitive Bonds shall bear proper CUSIP numbers (provided,
however, that neither the printing of a wrong CUSIP number on any
Bond nor the failure to print a CUSIP number thereon shall
constitute cause to refuse to accept delivery of any Bond).

(C) In the event that the Underwriters fail (other than
for a reason permitted hereunder) to accept delivery of and to pay
for a series of Bonds at the related Closing as herein provided,
the Underwriters shall pay to the Board an amount equal to one
percent of the aggregate principal amount of all Bonds of such
series as and for full liquidated damages for such failure and for
any defaults hereunder on the part of the Underwriters and, except
as set forth in Paragraphs 11 and 13 hereof, neither party hereto
shall have any further rights against the other hereunder.

7. Representations. and Warranties of Board. The Board
represents and warrants to, and agrees with, the Underwriters that:

(A) The University of Texas System (the "System") is and
will be at the date of each Closing a duly organized and existing
agency of the State of Texas, and the Board is the duly appointed
governing body of the System. The Board and the System have the
powers and authority, among others, set forth in the Texas
Education Code.

(B) The Board has, and at the time of the Closing will
have, full legal right, power and authority (1) to enter into this
Purchase Contract, and (2) to adopt the Resolution, to establish
the Financing System, to pledge the Pledged Revenues (as defined
in the Master Resolution) in the manner provided in the Master
Resolution, and to issue, sell and deliver the Bonds as Parity Debt
(as defined in the Master Resolution) to the Underwriters as
provided herein and in the Resolution and the Official Statement:
and the Board has, and at the time of each Closing will have, duly




adopted the Resolution and duly authorized and approved the
execution and delivery of, and the performance of its obligations
contained in, the Bonds, the Resolution and this Purchase Contract.

(C) The Executive Committee has, and at the time of each
Closing will have, duly authorized and approved, on behalf of the
Board, the execution and delivery of, and the performance of the
Board's obligations contained in, this Purchase Contract. This
Purchase Contract has been duly executed and delivered by the
Board's Agent and constitutes a legal, valid and binding obligation
of the Board, enforceable in accordance with its terms.

(D) The Resolution creates a valid lien on the Pledged
Revenues, and the Bonds, when validly executed, authenticated,
certified and delivered in accordance with the Resolution and sold
to the Underwriters as provided herein, will be validly issued and
outstanding obligations of the Board entitled to the benefits of
the Resolution.

(E) Neither the Board nor the System is in breach of or
in default under any applicable law or administrative regqulation,
any applicable judgment or decree, or any loan agreement, note,
resolution, agreement or other instrument to which the Board or the
System is a party or by which they or any of their respective
properties are otherwise subject, which would have a material and
adverse effect upon the business or financial condition of the
System or the Pledged Revenues.

(F) The Board is not in breach of or in default under
any of its prior resolutions (the "Prior Resolutions®") that
authorized the issuance of the Refunded Bonds, and the execution
and delivery of this Purchase Contract and the Bonds by the Board
and the adoption of the Resolution by the Board do not and will not
violate or constitute a breach of or default under any existing
law, administrative regulation, judgment or decree or any loan
agreement, note, resolution, agreement or other instrument to which
the Board or the System is a party or by which they or any of their
respective properties are otherwise subject.

(G) All approvals, consents and orders of any
governmental authority or agency having jurisdiction of any matter
which would constitute a condition precedent to the performance by
the Board of its obligations (i) to sell and deliver the Series
1991A Bonds and Series 1991B Bonds hereunder will be obtained prior
to the Series A&B Closing and (ii) to sell and deliver the Series
1991C Bonds will be .obtained prior to the Series C Closing.

(H) The Preliminary Official Statement was, as of its
date, "deemed final" by the Board solely for purposes of Rule 15c2-12.
The Board, acting through the Executive Committee and the Board's




Agent, has duly authorized and approved and executed the Official
Statement, which is final solely for purposes of Rule 15c2-12.

(I) The descriptions and summaries contained in the
Official Statement accurately describe and summarize the provisions
of the Resolution and the Bonds, and the Official Statement as of
the date hereof and, as it may be supplemented or amended pursuant
to Paragraph 10, as of the date of either Closing, does not and
will not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made
therein, in the light of the circumstances under which they were
made, not misleading.

(J) The proceeds of the sale of the Bonds shall be
applied as described in the Official Statement under the caption
"Estimated Sources and Applications of Funds."

(K) The financial data of the Board and the System
contained in the Official Statement fairly present the receipts,
disbursements, cash balances and financial condition of the Board
and the System as of the dates and for the periods therein set
forth, and such statements have been prepared in accordance with
the format described in the Official Statement.

(L) Subsequent to the respective dates as of which
information is given in the Official Statement, up to and including
the date hereof, there has been no material adverse change in the
financial position, results of operations or condition, financial
or otherwise, of the Board or the System.

(M) Except as described in the Official Statement, there
is not any action, suit, investigation, inquiry or proceeding
(whether or not purportedly on behalf of the Board) pending or
threatened, or that could be reasonably asserted, against the Board
or any of its assets in any court, governmental agency, public
board or body or before any arbitrator or any government board or
body, (1) affecting the System's existence as a state agency or the
Board's appointment as its governing body or its powers, or the
title of its officers to their respective offices, or (2) seeking
to restrain or enjoin the establishment of the Financing System,
the issuance or delivery of the Bonds, or the collection or
application of the Pledged Revenues to pay the principal of and
interest on the Bonds, or (3) in any way contesting or affecting
the tax-exempt status of the interest on the Bonds or the Refunded
Bonds, or (4) in any way contesting or affecting the validity or
enforceability of the Bonds, the Resolution, this Purchase
Contract, the Refunded Bonds or the Prior Resolutions, or
(5) contesting in any manner the completeness, accuracy, or
fairness of the Preliminary oOfficial Statement or the Official
Statement, or (6) which involves the possibility of any ruling,
order, judgment or uninsured liability which may result in any




material adverse change in the business, properties or assets or
the condition, financial or otherwise, of the System, or (7) which
might in any material respect adversely affect the transactions
contemplated herein.

(N) The Board will cooperate with counsel to the
Underwriters in arranging for the qualification of the Bonds for
sale and the determination of their eligibility for investment
under the laws of such jurisdictions as the Underwriters designate
and will use its best and reasonable efforts to continue such
qualifications in effect so long as required for distribution of
the Bonds; provided, however, that the Board will not be required
to execute a special or general consent to service of process or
qualify to do business in connection with any such qualification
in any jurisdiction.

(0) Any certificate or copy of any certificate signed
by any official of the Board or the System and delivered to the
Representative pursuant hereto or in connection herewith shall be
deemed a representation by the Board or the System to each of the
Undervwriters as to the truth of the statements therein made.

(P) Between the date of this Purchase Contract and the
later Closing, neither the Board nor the System will, without the
prior written consent of the Underwriters, issue any additional
bonds, notes or other obligations for borrowed money payable in
whole or in part from Pledged Revenues, and neither the Board nor
the System will incur any material 1liabilities, direct or
contingent, except as otherwise contemplated by the Official
Statement.

(Q) The Board will not take or omit to take any action,
which action or omission would adversely affect the excludibility
of interest on (and original issue discount in respect of) the
Bonds from gross income of the owners thereof for federal income
tax purposes under the Internal Revenue Code of 1986, as amended
(the "Code").

(R) The Executive Committee was duly authorized to act
on behalf of the Board, for the purpose of selling the Bonds to the
Underwriters, fixing the terms of the Bonds and taking the other
actions provided for herein and in the Resolution, and such actions
by tge Executive Committee shall be deemed to be actions by the
Board.

(S) The Executive Vice Chancellor for Asset Management
of the System has been duly authorized to act on behalf of the
Board, as the Board's Agent, for the purpose of taking the actions
provided for herein and in the Resolution, and such actions by the
Board's Agent shall be deemed to be actions by the Board.




8. cCertajin conditions to Underwriters' oObligations. The
Underwriters have entered into this Purchase Contract in reliance
upon the representations and warranties of the Board contained
herein, and upon the representations and warranties of the Board
to be contained in the Closing Documents and the performance by the
Board and the System of the obligations hereunder, both as of the
date hereof and as of the dates of the Closings. The Underwriters'
obligations under this Purchase Contract are and shall be subject
to the performance by the Board and the System of their obligations
to be performed, hereunder and under the Closing Documents, at or
prior to the Closings, and shall also be subject to the following
conditions:

(A) The representations and warranties contained herein
shall be true, complete and correct in all material respects at the
date hereof and as of the time of the Closings, as if made on and
as of the time of the Closings.

(B) At the time of each Closing, the Resolution and the
Prior Resolutions shall be in full force and effect and shall not
have been amended, modified, or supplemented (except for that
certain first supplemental resolution adopted by the Board on
April 12, 1990, as a supplement to the Master Resolution, which
supplemental resolution authorizes the issuance of certain
obligations under the Master Resolution in the maximum aggregate
principal amount of $100,000,000, except for a promissory note
which may be in the maximum principal amount of $108,000,000), and
the Official Statement shall not have been amended, modified or
supplemented, except as may have been agreed to by the
Underwriters.

(C) At the time of each Closing, all official action of
the Board and the Executive Committee, as appropriate, related to
the Resolution shall be in full force and effect and shall not have
been amended, modified or supplemented (except as provided in
clause (B) above).

(D) The Representative shall have the right in its
absolute discretion to terminate the Underwriters' obligations
under this Purchase Contract to purchase, to accept delivery of and
to pay for any series of Bonds by notifying the Board of their
election to do so if, after the acceptance hereof by the Board and
prior to the Closing for such series of Bonds:

(1) In the opinion of the Representative: (a) an
amendment to the Constitution of the United States or the
State shall have been adopted which materially adversely
affects the marketability of the Bonds;
(b) (i) legislation shall be introduced, by amendment or
otherwise, in, or be recommended for passage by the
chairman or a member of the tax-writing committee of, or




be passed by, the House of Representatives or the Senate
of the Congress of the United States, or be recommended
to the Congress of the United States for passage by the
President of the United States, or a tentative decision
with respect to 1legislation shall be reached by a
committee of the House of Representatives or the Senate
of the Congress of the United States or legislation shall
be favorably reported by such a committee, or (ii) a
decision by a court established under Article III of the
Constitution of the United States, or the Tax Court of
the United States, shall be rendered, or (iii) a ruling,
regulation or order of the Treasury Department of the
United States or the Internal Revenue Service or any
other agency of the United States shall be issued or
proposed, or (iv) a release or official statement shall
have been issued by the President of the United States,
or by the chairman of the House Committee on Ways and
Means or the Senate Finance Committee, or by the Treasury
Department of the United States, or by the Internal
Revenue Service, or (v) any other event shall have
occurred, the effect of which, in any such case described
in clause (i), (ii), (iii), (iv) or (v), would or could
be to impose, directly or indirectly, federal income
taxation upon revenues or other income of the general
character to be derived by the Board (or by any similar
body) or upon interest received on obligations of the
general character of the Bonds, in such a manner as to
materially impair the marketability or to materially
adversely affect market price of obligations of the
general character of the Bonds, or the Bonds; (c) any
legislation, ordinance, rule or regulation shall be
introduced in, or be enacted or promulgated by, any
governmental body, department or agency of the United
States or of the State, or a decision by any court of
competent jurisdiction within the United States or within
the State shall be rendered which materially adversely
affects the market price of the Bonds; or (d)
(i) legislation shall be introduced, by amendment or
otherwise, in, or be enacted by, the House of
Representatives or the Senate of the Congress of the
United States, or be recommended to the Congress of the
United States for passage by the President of the United
States, or a tentative decision with respect to
legislation shall be reached by a committee of the House
of Representatives or the Senate of the Congress of the
United States or legislation shall be favorably reported
by such a committee, or (ii) a decision by a court of the
United States shall be rendered, or (iii) a stop order,
ruling, regulation or official statement by, or on behalf
of, the Securities and Exchange Commission or other
governmental agency having jurisdiction of the subject
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matter shall be made or proposed, or (iv) any other event
shall have occurred, the effect of which, in any such
case described in clause (i), (ii), (iii) or (iv), would
or could be that the issuance, offering or sale of
obligations of the general character of the Bonds, or the
Bonds, as contemplated hereby or by the Official
Statement, is or would be in violation of any provision
of the Securities Act of 1933 or the Securities Exchange
Act of 1934 or the Trust Indenture Act of 1939, or that
the issuance, offering or sale of obligations of the
general character of the Bonds, or the Bonds, as
contemplated hereby or by the Official Statement is
otherwise prohibited; or

(2) The United States shall have become engaged in
hostilities which have resulted in a declaration of war,
or any conflict involving the armed forces of the United
States shall have commenced or escalated, or other
national emergency relating to the effective operation
of government or the financial community shall have
occurred or developed to such an extent as, in the
judgment of the Representative, shall materially
adversely affect the marketability of the Bonds; or

(3) There shall have occurred a general suspension
of trading on the New York Stock Exchange or the
declaration of a general banking moratorium by United
States or State authorities; or

(4) The purchase of and payment for the Bonds by
the Underwriters or the resale thereof by the
Underwriters, on the terms and conditions herein
provided, shall be prohibited by any applicable law or
governmental regulation or order of any court; or

(5) An event affecting the Board or the System
shall have occurred which in the reasonable opinion of
the Representative results in the Official Statement as
delivered on the date hereof containing any untrue
statement of a material fact or omitting to state a
material fact necessary to make the statements and
information therein contained, in the 1light of the
circumstances under which they were made, not misleading.

(E) The Board shall not have failed to pay principal or
+hen due on any of its outstanding obligations for
>ney or otherwise be in default on any such obligation,
does not exist any event which, with the giving of

notice, w.uld constitute a default.




(F) At or prior to each Closing (except as otherwise

indicated below), the Representative shall have received each of
the following documents:

(1) The Official Statement executed on behalf of
the Board by the Board's Agent:;

(2) The Resolution certified by the Executive
Secretary of the Board, under the Board's seal, as having
been duly adopted by the Board and as being in effect,
with such changes or amendments as may have been agreed
to by the Underwriters;

(3) A copy of all proceedings of the Board relating
to the authorization of this Purchase Contract and to the
authorization and issuance of the Bonds delivered to the
Underwriters at such Closing, certified as true, accurate
and complete by the Executive Secretary of the Board;

(4) An unqualified opinion or certificate, dated
on or prior to the date of Closing, of the Attorney
General of the State of Texas, approving the Initial
Bonds delivered to the Underwriters at such Closing:

(5) A letter, dated as of or prior to the date of
the Closing, from the Bond Review Board of the State
approving the issuance of the Bonds delivered to the
Underwriters at such Closing:;

(6) A certificate, dated the date of Closing, of
the Vice Chancellor and General Counsel of the System to
the effect that there is not any -action, suit,
investigation, inquiry or proceeding (whether or not
purportedly on behalf of the Board) pending, or, to the
best of his or her knowledge, threatened or that could
be reasonably asserted, against the Board or any of its
assets in any court, governmental agency, public board
or body or before any arbitrator or before or by any
governmental body, (a) affecting the System's existence
as a state agency or the Board's appointment as its
governing body or its powers, or the title of its
officers to their respective offices, or (b) seeking to
restrain or enjoin the establishment of the Financing
System, the issuance or delivery of the Bonds, or the
collection or application of the Pledged Revenues to pay
the principal of and interest on the Bonds, or (c) in any
way contesting or affecting the tax-exempt status of the
interest on the Bonds or the Refunded Bonds, or (d) in
any way contesting or affecting the validity or
enforceability of the Bonds, the Resolution, this
Purchase Contract, the Refunded Bonds or the Previous
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Resolutions, or (e) contesting in any manner the
completeness, accuracy, or fairness of the Preliminary
Official sStatement or the Official Statement, or
(£f) which involves the possibility of any ruling, order,
judgment or uninsured liability which may result in any
material adverse change in the business, properties or
assets or the condition, financial or otherwise, of the
System, or (g) which might in any material respect
adversely affect the transactions contemplated herein;

(7) A certificate, dated the date of Closing,
signed by the Board's Agent, to the effect that (a) to
the best of his knowledge: (i) the representations and
warranties of the Board contained herein are true and
correct in all material respects on and as of the date
of the Closing as if made on the date of the Closing;
(ii) the Official Statement does not contain any untrue
statement of a material fact or omit to state any
material fact required to be stated therein or necessary
to make the statements therein, in 1light of the
circumstances under which they were made, not misleading;
(iii) no event affecting the Board, the System or the
Pledged Revenues has occurred since the date of the
Official Statement which should be disclosed in the
Official statement for the purpose for which it is to be
used or which it is necessary to disclose therein in
order to make the statements and information therein not
misleading in any respect; and (iv) there has not been
any material adverse change in the financial condition
of the System or the Pledged Revenues from that reflected
in the financial statements and other financial
information contained in the Official Statement; (b) on
the basis of (i). a reading of the Official Statement and
of the financial statements of the System, (ii)
consultations with Board members, officers and other
officials of the Board and the System responsible for
financial and accounting matters, and (iii) a reading of
the minutes of the meetings of the Board, nothing has
come to his attention which causes him to believe that
as of a subsequent specified date not more than five
business days prior to the date of the Closing, there was
(A) any material change in long-term debt of the System
as compared with the amount shown in such financial
statements, except for changes that the Official
Statement discloses or changes that have occurred or may
occur which are described in such certificate or (B) any
material decrease in total assets or total fund balance
of the System, in each case as compared with amounts
shown in such financial statements, - except in all
instances for changes or decreases that the Official
Statement discloses or that have occurred or may occur
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which are described in such certificate; and (¢) to the
best of his knowledge, (i) the "Schedule of Refunded
Bonds* as set forth in an appendix to the Official
Statement and as Exhibit C hereto is true and correct in
all material respects, and (ii) the information supplied
to the Representative for the purpose of developing and
producing their computer analysis and schedules with
regard to the refunded debt service is true and correct
in all material respects;

(8) An unqualified bond opinion relating to the
Bonds delivered to the Underwriters at such Closing,
dated the date of Closing, of McCall, Parkhurst & Horton,
Austin and Dallas, Texas, Bond Counsel, in substantially
the form attached to the Official Statement as an
appendix;

(9) A supplemental opinion relating to the Bonds
delivered to the Underwriters at such Closing, dated the
date of Closing, of Bond Counsel, in substantially the
form attached hereto as Exhibit B:

(10) An opinion, dated the date of the Closing, of
vinson & Elkins, Austin and Houston, Texas, counsel to
the Underwriters, in form and substance satisfactory to
the Underwriters:;

(11) A letter from Fitch Investors Service, a letter
from Moody's Investors Service and a letter from Standard
& Poor's Corporation to the effect that all of the
Initial Bonds have been rated "“__ ," "_ ," and "_ ,"
respectively;

(12) A certificate by an appropriate official of the
Board or the System to the effect that, on the basis of
the facts, estimates and circumstances in effect on the
date of delivery of the Bonds, it is not expected that
the proceeds of the Bonds delivered to the Underwriters
at such Closing will be used in a manner that would cause
such Bonds to be arbitrage bonds within the meaning of
Section 148 of the Code:

(13) A report of Ernst & Young, independent certi-
fied public accountants, stating that such firm has
verified the mathematical accuracy of certain
computations based upon assumptions provided to them
relating to (a) the adequacy of the maturing principal
amounts of the Federal Securities and the interest
thereon held in the Escrow Funds established by the
Escrow Agreement on the date of such Closing to pay when
due all of the principal of and redemption premium, if
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any, and interest on the Refunded Bonds then being
defeased, and (b) certain mathematical computations used
by Bond Counsel to support its opinion that the Bonds
delivered to the Underwriters at such Closing are not
arbitrage bonds within the meaning of Section 148 of the
Code;

(14) A fully executed copy of the Escrow Agreements
which (together with any other appropriate documentation)
evidences that all Federal Securities and cash required
to be deposited with the Escrow Agent on the date of such
Closing have been purchased by or delivered to the Escrow
Agent, all as described in the Official Statement,
together with a certificate, dated as of the date of the
Closing, executed by an appropriate official of the
Escrow Agent, to the effect that such escrow agreement
has been duly authorized, executed, and entered into by
the Escrow Agent; and

(15) Such additional legal opinions, certificates,
instruments and other documents as the Underwriters may
reasonably request to evidence the truth, accuracy and
completeness, as of the date hereof and as of the date
of the Closing, of the Board's representations and
warranties contained herein and of the statements and
information contained in the Official Statement, and the
due performance and satisfaction by the Board at or prior
to the date of the Closing of all agreements then to be
performed and all conditions then to be satisfied by the
Board.

All of the opinions, letters, certificates, instruments and
other documents mentioned above or elsewhere in this Purchase
Contract shall be deemed to be in compliance with the provisions
hereof if, but only if, they are in form and substance reasonably
satisfactory to the Representative.

If the Board shall be unable to satisfy the conditions to the
obligations of the Underwriters to purchase, to accept delivery of
and to pay for any series of Bonds contained in this Purchase
Contract, or if the obligations of the Underwriters to purchase,
to accept delivery of and to pay for any series of Bonds shall be
terminated for any reason permitted by this Purchase Contract,
neither the Underwriters nor the Board shall be under further
obligation hereunder with respect to such series of Bonds, except
that the respective obligations of the Board and the Underwriters
set forth in Paragraphs 11 and 13 hereof shall continue in full
force and effect.

9. Entire Principal Amount. It shall be a éondition to the
Board's obligations to sell and to deliver the Series 1991A Bonds




to the Underwriters that the entire $ principal amount
of the Series 1991A Bonds to be sold pursuant to Paragraph 1 hereof
shall be purchased, accepted and paid for by the Underwriters at
the Series A&B Closing; and it shall be a condition to the
obligations of the Underwriters to purchase, to accept delivery of
and to pay for the Series 1991A Bonds that the entire principal
amount of the Series 1991A Bonds shall be sold and delivered by the
Board to the Underwriters. It shall be a condition to the Board's
obligations to sell and to deliver the Series 1991B Bonds to the
Underwriters that the entire $ principal amount of the
Series 1991B Bonds to be sold pursuant to Paragraph 1 hereof shall
be purchased, accepted and paid for by the Underwriters at the
Series A&B Closing; and it shall be a condition to the obligations
of the Underwriters to purchase, to accept delivery of and to pay
for the Series 1991B Bonds that the entire principal amount of the
Series 1991B Bonds shall be sold and delivered by the Board to the
Undervriters. It shall be a condition to the Board's obligations
to sell and to deliver the Series 1991C Bonds to the Underwriters
that the entire $ principal amount of the Series 1991C
Bonds to be sold pursuant to Paragraph 1 hereof shall be purchased,
accepted and paid for by the Underwriters at the Series C Closing;
and it shall be a condition to the obligations of the Underwriters
to purchase, to accept delivery of and to pay for the Series 1991C
Bonds that the entire principal amount of the Series 1991C Bonds
shall be sold and delivered by the Board to the Underwriters.

10. Amendment of Official Statement. If, during the period
ending on the ninety-first day following the date of the later
Closing, any event shall occur which results in the Official
Statement's containing any untrue statement of a material fact or
omitting to state any material fact necessary to make the
statements and information therein contained, in the light of the
circumstances under which they were made, not misleading, the Board
will notify the Representative, and if in the opinion of the Board
and the Representative such event requires a supplement or
amendment to the Official Statement, the Board at its expense will
supplement or amend the Official Statement in a form and in a
manner approved in writing by the Representative and counsel to the
Undervwriters.

11. pPayment of Expenses. (A) The Underwriters shall be
under no obligation to pay, and the Board shall pay, all expenses
incident to the performance of the obligations of the Board
hereunder, including, but not limited to: (1) the cost of the
printing or other reproduction (for distribution prior to, on or
after the date of acceptance of this Purchase Contract) of the
Resolution, the Preliminary Official Statement and the Official
Statement, together with the number of copies the Underwriters deem
reasonable; (2) the fees and disbursements of Bond Counsel and any
other consultants, advisors or counsel retained by the System or
the Board; (3) the fees, if any, for ratings of any of the Bonds;
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(4) all advertising expenses in connection with the public offering
of the Bonds; (5) the cost of preparing the blue sky memorandum
and legal investment survey and all filing fees in connection with
the aforesaid blue sky memorandum; (6) the cost associated with
paying the purchase price for the Bonds in federal funds; and
(7) the fees and charges of the Depository Trust Company. The
foregoing fees and expenses shall be paid promptly upon receipt of
an invoice therefor.

(B) The Underwriters shall pay (1) the fees and
disbursements of counsel for the Underwriters (other than those
associated with the blue sky memorandum and legal investment
survey); and (2) all other reasonable customary expenses incurred
by the Underwriters in connection with their public offering and
distribution of the Bonds, other than the costs and items described
in Paragraph 11(A) above.

12. Notices. Any notice or other communication to be given
to the Board under this Purchase Contract shall be given by
delivering the same in writing to its address set forth above, and
any notice or other communication to be given to the Underwriters
or the Representative under this Purchase Contract shall be given
by delivering the same in writing to:

Goldman, Sachs & Co.

85 Broad Street

New York, New York 10004

Attention: Kathy Becker
Vice President

13. Miscellaneoys. This Purchase Contract shall become
effective when signed by the Board's Agent as heretofore specified,
shall constitute the entire agreement between the Board and the
Undervwriters and may not be amended or modified except in writing.
This Purchase Contract is made solely for the benefit of the Board
and the Underwriters (including the successors or assigns of any
Underwriter). No other person shall acquire or have any right
hereunder or by virtue hereof. All the representations, warranties
and agreements in this Purchase Contract shall survive regardless
of (A) any investigations or any statement in respect thereof made
by or on behalf of any of the Underwriters, (B) delivery of and
payment by the Underwriters for any series of Bonds hereunder, and
(C) any termination of this Purchase Contract.

Very truly yours,

GOLDMAN, SACHS & CO.
(Insert List of Underwriters])

By: GOLDMAN, SACHS & CO.
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Exhibits

Terms of Bonds
Form of Bond Counsel Supplemental Opinion

A
B
C Schedule of Refunded Bonds

Accepted and agreed to this
day of s, 1991

BOARD OF REGENTS OF THE UNIVERSITY OF
TEXAS SYSTEM

BY:

Executive Vice Chancellor for
Asset Management

\utexas\goldman\purchase.agr
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TERMS OF BONDS




FORM OF BOND COUNSEL'S SUPPLEMENTAL OPINION

., 199

Board of Regents of
The University of Texas System
210 West 6th Street
Austin, Texas 78701

Goldman, Sachs & Co.,

as Representative of the various
Underwriters listed in the
Purchase Contract relating

to the captioned Bonds

Re: Board of Regents of The University of Texas System
Revenue Financing System Refunding Bonds, Series
1991 _, $

Ladies and Gentlemen:

The undersigned have been retained by the Board of Regents of
The University of Texas System (the "Board"), as bond counsel with
reference to the above issue of bonds (the "Bonds"), which were
authorized by a Resolution adopted by the Board on February 14,
1991 (the "Bond Resolution"). Pursuant to the Bond Resolution, and
the resolution of the Executive Committee of the Board adopted
, 1991 (the "Executive Committee Resolution") the Board
entered into a Purchase Contract dated _s+ 1991 (the
"Purchase Contract") relating to the Bonds and the Board's Revenue
Financing System Refunding Bonds, Series 1991_ and Series 1991_
(the "Series _ and _ Bonds") with Goldman Sachs & Co. on behalf of
itself and the other underwriters listed in the Purchase Contract
(collectively, the "Underwriters"). Terms used herein and not
otherwise defined have the meaning given in the Purchase Contract.

It is our opinion that the Bonds are exempt securities within
the meaning of Section 3(a)(2) of the Securities Act of 1933, as
amended and Section 304(a) (4) of the Trust Indenture Act of 1939,




as amended, and that it is not necessary in connection with the
offer and sale of the Bonds to register the Bonds under the
Securities Act of 1933, as amended, or to qualify the Bond
Resolution, including th Executive Committee Resolution, under the
Trust Indenture Act of 1939, as amended.

We were not requested to participate, and did not take part,
in the preparation of the Official Statement prepared in connection
with the sale of the Bonds (the "Official Statement"), and except
to the extent noted herein, we have not verified and are not
passing upon and do not assume any responsibility for, the
accuracy, completeness, or fairness of the statements contained in
the Official Statement. We have, however, reviewed the information
relating to the Revenue Financing System, the Bonds, and the Bond
Resolution contained in the Official Statement under the captions
"Introduction,® "Plan of Financing,® "Estimated Sources and
Applications of Funds," "Description of the Bonds," "Description
of the Revenue Financing System," "Legal Matters," "Tax Exemption,"
"Tax Accounting Treatment of Original Issue Discount," "Legal
Investments in Texas," Appendix B, "Glossary of Terms," and
Appendix C, "Summary of the Master Resolution" (except for
financial and statistical data contained under any of the
foregoing), and we are of the opinion that the information relating
to the Revenue Financing System, the Bonds, and the Bond Resolution
contained under such captions is a fair and accurate summary of
the information purported to be shown therein.

It is further our opinion that the Escrow Agreement dated

__s 1991 (the "Escrow Agreement") between the Board and
’ ' , as Escrow Agent, executed
in connection with the delivery of the Bonds, has been duly
authorized, executed, and delivered and (assuming due authorization
by the Escrow Agent) constitutes a binding and enforceable
agreement in accordance with its terms, and that the Refunded
Obligations - Series _, as defined in the Escrow Agreement, being
refunded by the Bonds, are outstanding under the resolutions
authorizing their issuance only for the purpose of receiving the
funds provided by, and are secured solely by and payable solely
from, the Escrow Agreement and the cash and investments, including
the income therefrom, held by the Escrow Agent pursuant to the
Escrow Agreement. In rendering this opinion, we have relied upon
the report and mathematical verifications of Ernst & Young,
certified public accountants, with respect to the adequacy of the
cash and investments deposited with the Escrow Agent pursuant to
the Escrow Agreement to provide for the timely payment and
retirement of the principal of and interest on the Refunded
Obligations - Series _. Further, the opinions expressed in this
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paragraph are expressed only insofar as the laws of the State of
Texas and of the United States of America may be applicable and are
qualified to the extent that (i) enforceability of the Escrow
Agreement may be limited by bankruptcy, reorganization, insolvency,
moratorium, or other similar laws of general application in effect
from time to time relating to or affecting the enforcement of
creditors' rights and (ii) certain equitable remedies, including
specific performance, or 1legal remedies awarded pursuant to
principles of equity, including mandamus, may be unavailable.

This letter is furnished to you by us, and is solely for your
benefit, and no one other than the Board and the Underwriters is
entitled to rely upon this letter.

Respectfully,




SCHEDULE OF REFUNDED BONDS |
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DRAFT 2/12/91

PAYING AGENT/REGISTRAR AGREEMENT

THIS AGREEMENT entered into as of _r 1991 (this
"Agreement"), by and between the Board of Regents of The University
of Texas System (the "Issuer"), and Ameritrust Texas National
Association, a national association duly organized and existing
under the laws of the United States of America (the "Bank").

RECITALS

WHEREAS, the Issuer has duly authorized and provided for the
issuance of its Board of Regents of The University of Texas System
Revenue Flnancing System Refunding Bonds, Series 1991 , (the
"Securities") in the aggregate principal amcunt of $
Securities to be issued in fully registered form only as to the
payment of principal and interest thereon; and

WHEREAS, the Securities are scheduled to be delivered to the
initial purchasers thereof on or about __, 1991; and

WHEREAS, the Issuer has selected the Bank to serve as Paying
Agent/Registrar in connection with the payment of the principal of,
premium, if any, and interest on said Securities and with respect
to the registration, transfer and exchange thereof by the
registered owners thereof; and

WHEREAS, the Bank has agreed to serve in such capacities for
and on behalf of the Issuer and has full power and authority to
perform and serve as Paying Agent/Registrar for the Securities;

NOW, THEREFORE, it is mutually agreed as follows:
ARTICLE ONE

APPOINTMENT OF BANK AS
PAYING AGENT AND REGISTRAR

Section 1.01. Appointment.

The Issuer hereby appoints the Bank to serve as Paying Agent
with respect to the Securities. As Paying Agent for the
Securities, the Bank shall be responsible for paying on behalf of
the Issuer the principal, premium (if any), and interest on the
Securities as the same become due and payable to the registered
owners thereof, all in accordance with this Agreement and the
"Order" (hereinafter defined).

The Issuer hereby appoints the Bank as Registrar with respect
to the Securities. As Registrar for the Securities, the Bank shall
keep and maintain for and on behalf of the Issuer books and records
as to the ownership of said Securities and with respect to the
transfer and exchange thereof as provided herein and in the

"Order."




The Bank hereby accepts its appointment, and agrees to serve
as the Paying Agent and Registrar for the Securities.

Section 1.02. Compensation.

As compensation for the Bank's services as Paying
Agent/Registrar, the Issuer hereby agrees to pay the Bank the fees
and amounts set forth in Schedule A attached hereto for the first
year of this Agreement and thereafter the fees and amounts set
forth in the Bank's current fee schedule then in effect for
services as Paying Agent/Registrar for municipalities, which shall
be supplied to the Issuer on or before 90 days prior to the close
of the Fiscal Year of the Issuer, and shall be effective upon the
first day of the following Fiscal Year.

In addition, the Issuer agrees to reimburse the Bank upon its
request for all reasonable expenses, disbursements and advances
incurred or made by the Bank in accordance with any of the
provisions hereof (including the reasonable compensation and the
expenses and disbursements of its agents and counsel).

ARTICLE TWO
DEFINITIONS

Section 2.01. Definitions.

For all purposes of this Agreement, except as otherwise
expressly provided or unless the context otherwise requires:

"Acceleration Date" on any Security means the date on
and after which the principal or any or all installments
of interest, or both, are due and payable on any Security
which has become accelerated pursuant to the terms of the

Security.

"Bank Office" means the corporate trust office of the
Bank in Austin, Texas as indicated on the signature page
hereof. The Bank will notify the Issuer in writing of any
change in location of the Bank Office.

"Bank Office for Payment" means the corporate trust
office of the Bank in Dallas, Texas. The Bank will notify
the Issuer in writing of any change in location of the
Bank Office for Payment.

"Fiscal Year" means the fiscal year of the Issuer,
ending August 31.

"Holder” and "Security Holder"™ each means the Person
in whose name a Security is registered in the Security
Register.




"Issuer Request" and "Issuer Order" means a written
request or order delivered to the Bank and signed in the
name of the Issuer by the Chairman of the Issuer, any
member of the Executive Committee of the Issuer, the
Executive Secretary of the Issuer, the Executive Vice
Chancellor for Asset Management of the System, the Vice
Chancellor and General Counsel of the System, the
Executive Director of Finance of the System, the Manager
of Finance of the System or any other officer, employee or
agent of the Issuer or the System authorized in writing to
sign an Issuer Request or Issue Order.

"lLegal Holiday” means a day on which the Bank is
required or authorized to be closed.

"Order" means the resolution of the Issuer, together
with the resolution of the Executive Committee of the
Issuer, pursuant to which the Securities are issued,
certified by the Executive Secretary or any other officer
of the Issuer and delivered to the Bank.

"Person" means any individual, corporation,
partnership, joint venture, association, joint stock
company, trust, unincorporated organization or government
or any agency or political subdivision of a government.

"pPredecessor Securities" of any particular Security
means every previous Security evidencing all or a portion
of the same obligation as that evidenced by such
particular Security (and, for the purposes of this
definition, any mutilated, 1lost, destroyed, or stolen
Security for which a replacement Security has been
registered and delivered in lieu thereof pursuant to
Section 4.06 hereof and the Order).

"Redemption Date" when used with respect to any Bond
to be redeemed means the date fixed for such redemption
pursuant to the terms of the Order.

"Responsible Officer" when used with respect to the
Bank means the Chairman or Vice-Chairman of the Board of
Directors, the Chairman or Vice-chairman of the Executive
Committee of the Board of Directors, the President, any
Vice President, the Secretary, any Assistant Secretary,
the Treasurer, any Assistant Treasurer, the Cashier, any
Assistant Cashier, any Trust Officer or Assistant Trust
Officer, or any other officer of the Bank customarily
performing functions similar to those performed by any of
the above designated officers and also means, with respect
to a particular corporate trust matter, any other officer
to whom such matter is referred because of his knowledge
of and familiarity with the particular subject.
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"Security Register" means a register maintained by the
Bank on behalf of the 1Issuer providing for the
registration and transfer of the Securities.

"Stated Maturity" means the date specified in the
order on which the principal of a Security is scheduled to
be due and payable.

Section 2.02. Other Definitions.

The terms "Bank," "Issuer,"” and ‘“Securities"
("Security") have the meanings assigned to them in the
recital paragraphs of this Agreement.

The term "Paying Agent/Registrar" refers to the Bank
in the performance of the duties and functions of this

Agreement.

ARTICLE THREE
PAYING AGENT

S8ection 3.01. uties of Pa ent.

As Paying Agent, the Bank shall, provided adequate
collected funds have been provided to it for such purpose by
or on behalf of the Issuer, pay on behalf of the Issuer the
principal of each Security at its Stated Maturity, Redemption
Date, or Acceleration Date, to the Holder upon surrender of
the Security to the Bank at the Bank Office for Payment.

As Paying Agent, the Bank shall, provided adequate
collected funds have been provided to it for such purpose by
or on behalf of the Issuer, pay on behalf of the Issuer the
interest on each Security when due, by computing the acount
of interest to be paid each Holder and preparing and sending
checks by United States Mail, first class postage prepaid, on
each payment date, to the Holders of the Securities (or their
Predecessor Securities) on the respective Record Date, to the
address appearing on the Security Register or by such other
method, acceptable to the Bank, requested in writing by the
Holder at the Holder's risk and expense.

Section 3.02. pPayment Dates.

The Issuer hereby instructs the Bank to pay the principal
of and interest on the Securities on the dates specified in

the Order.




ARTICLE FOUR
REGISTRAR

Section 4.01. Security Register - Transfers and
Exchanges.

The Bank agrees to keep and maintain for and on behalf
of the Issuer at the Bank Office books and records (herein
sometimes referred to as the "Security Register") for
recording the names and addresses of the Holders of the
Securities, the transfer, exchange and replacement of the
Securities and the payment of the principal of and interest
on the Securities to the Holders and containing such other
information as may be reasonably required by the Issuer and
subject to such reasonable regulations as the Issuer and the
Bank may prescribe. All transfers, exchanges and replacement
of Securities shall be noted in the Security Register.

Every Security surrendered for transfer or exchange shall
be duly endorsed or be accompanied by a written instrument of
transfer, the signature on which has been guaranteed by an
officer of a federal or state bank or a member of the National
Association of Securities Dealers, in form satisfactory to the
Bank, duly executed by the Holder thereof or his agent duly
authorized in writing.

The Bank may request any supporting documentation it
feels necessary to effect a re-registration, transfer or
exchange of the Securities.

To the extent possible and wunder reasonable
circumstances, the Bank agrees that, in relation to an
exchange or transfer of Securities, the exchange or transfer
by the Holders thereof will be completed and new Securities
delivered to the Holder or the assignee of the Holder in not
more than three (3) business days after the receipt of the
Securities to be cancelled in an exchange or transfer and the
written instrument of transfer or request for exchange duly
executed by the Holder, or his duly authorized agent, in form
and manner satisfactory to the Paying Agent/Registrar.

Section 4.02. Certificates.

The Issuer shall provide an adequate inventory of printed
Securities to facilitate transfers or exchanges thereof. The
Bank covenants that the inventory of printed Securities will
be kept in safekeeping pending their use, and reasonable care
will be exercised by the Bank in maintaining such Securities
in safekeeping, which shall be not less than the care
maintained by the Bank for debt securities of other political
subdivisions or corporations for which it serves as registrar,
or that is maintained for its own securities.
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Section 4.03. [ Re ter.

The Bank, as Registrar, will maintain the Security
Register relating to the registration, payment, transfer and
exchange of the Securities in accordance with the Bank's
general practices and procedures in effect from time to time.
The Bank shall not be obligated to maintain such Security
Register in any form other than those which the Bank has
currently available and currently utilizes at the time.

The Security Register may be maintained in written form
or in any other form capable of being converted into written
form within a reasonable time.

Section 4.04. List of Security Holders.

The Bank will provide the Issuer at any time requested
by the Issuer, upon payment of the required fee, a copy of
the information contained in the Security Register. The
Issuer may also inspect the information contained in the
Security Register at any time the Bank is customarily open
for business, provided that reasonable time is allowed the
Bank to provide an up-to-date listing or to convert the
information into written form.

The Bank will not release or disclose the contents of
the Security Register to any person other than to, or at the
written request of, an authorized officer or employee of the
Issuer, except upon receipt of a court order or as otherwise
required by law. Upon receipt of a court order and prior to
the release or disclosure of the contents of the Security
Register, the Bank will notify the Issuer so that the Issuer
may contest the court order or such release or disclosure of
the contents of the Security Register.

gsection 4.0S. tu o Ce es.

The Bank will, at such reasonable intervals as it
determines, surrender to the Issuer, Securities in lieu of
which or in exchange for which other Securities have been
issued, or which have been paid.

S8ection 4.06. ut ted t ed or 8tolen
Securities.

The Issuer hereby instructs the Bank, subject to the
applicable provisions of the Order, to deliver and issue
Securities in exchange for or in lieu of mutilated, destroyed,
lost, or stolen Securities as long as the same does not result
in an overissuance.




In case any Security shall be mutilated, or destroyed,
lost or stolen, the Bank, in its discretion, may execute and
deliver a replacement Security of like form and tenor, and in
the same denomination and Dbearing a number not
contemporaneously outstanding, in exchange and substitution
for such mutilated Security, or in lieu of and in substitu-
tion for such destroyed lost or stolen Security, only after
(i) the filing by the Holder thereof with the Bank of evidence
satisfactory to the Bank of the destruction, loss or theft of
such Security, and of the authenticity of the ownership
thereof and (ii) the furnishing to the Bank of indemnification
in an amount satisfactory to hold the Issuer and the Bank
harmless. All expenses and charges associated with such
indemnity and with the preparation, execution and delivery of
a replacement Security shall be borne by the Holder of the
Security mutilated, or destroyed, lost or stolen.

Section 4.07. Transaction Information to Issuer.

The Bank will, within a reasonable time after receipt of
written request from the Issuer, furnish the Issuer
information as to the Securities it has paid pursuant to
Section 3.01, Securities it has delivered upon the transfer
or exchange of any Securities pursuant to Section 4.01, and
Securities it has delivered in exchange for or in lieu of
mutilated, destroyed, lost, or stolen Securities pursuant to

Section 4.06.

ARTICLE FIVE
THE BANK

S8ection 5.01. uties o ank.

The Bank undertakes to perform the duties set forth
herein and agrees to use reasonable care in the perforrance

thereof.

Section 5.02. Reliance on Documents, Btc.

(a) The Bank may conclusively rely, as to the truth of
the statements and correctness of the opinions expressed
therein, on certificates or opinions furnished to the Bank.

(b) The Bank shall not be liable for any error of
judgment made in good faith by a Responsible Officer, unless
it shall be proved that the Bank was negligent in ascertaining
the pertinent facts.

(c) No provisions of this Agreement shall require the
Bank to expend or risk its own funds or otherwise incur any
financial 1liability for performance of any of its duties
hereunder, or in the exercise of any of its rights or powers,
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if it shall have reasonable grounds for believing that
repayment of such funds or adequate indemnity satisfactory to
it against such risks or liability is not assured to it.

(d) The Bank may rely and shall be protected in acting
or refraining from acting upon any resolution, certificate,
statement, instrument, opinion, report, notice, request,
direction, consent, order, bond, note, security, or other
paper or document believed by it to be genuine and to have
been signed or presented by the proper party or parties.
Without limiting the generality of the foregoing statement,
the Bank need not examine the ownership of any Securities,
but 1is protected in acting upon receipt of Securities
containing an endorsement or instruction of transfer or power
of transfer which appears on its face to be signed by the
Holder or an agent of the Holder. The Bank shall not be bound
to make any investigation into the facts or matters stated in
a resolution, certificate, statement, instrument, opinion,
report, notice, request, direction, consent, order, bond,
note, security, or other paper or document supplied by Issuer.

(e) The Bank may consult with counsel, and the written
advice of such counsel or any opinion of counsel shall be full
and complete authorization and protection with respect to any
action taken, suffered, or omitted by it hereunder in good
faith and in reliance thereon.

(f) The Bank may exercise any of the powers hereunder
and perform any duties hereunder either directly or by or
through agents or attorneys of the Bank.

Section 5.03. Recitals of Issuer.

The recitals contained herein with respect to the Issuer
and in the Securities shall be taken as the statements of the
Issuer, and the Bank assumes no responsibility for their
correctness.

The Bank shall in no event be liable to the Issuer, any
Holder or Holders of any Security, or any other Person for
any amount due on any Security from its own funds.

Section 5.04. ecu .

The Bank, in its individual or any other capacity, may
become the owner or pledgee of Securities and may otherwise
deal with the Issuer with the same rights it would have if it
were not the Paying Agent/Registrar, or any other agent.




Section 5.05. Moneys Held by Bank.

The Bank shall deposit any moneys received from the
Issuer into a trust account to be held in a fiduciary capacity
for the payment of the Securities, with such moneys in the
account that exceed the deposit insurance available to the
Issuer by the Federal Deposit Insurance Corporation, to be
fully collateralized with securities or obligations that are
eligible under the laws of the State of Texas to secure and
be pledged as collateral for trust accounts until the prin-
cipal and interest on such Securities have been paid to the
Holders thereof. Payments made from such trust account shall
be made by check drawn on such trust account unless the Holder
of such Securities shall, at its own expense and risk, request
such other medium of payment.

Subject to the Unclaimed Property Law of the State of
Texas, any money deposited with the Bank for the payment of
the principal, premium (if any), or interest on any Security
and remaining unclaimed for three years after the final
maturity of the Security has become due and payable will be
paid by the Bank to the Issuer if the Issuer so elects, and
the Holder of such Security shall hereafter look only to the
Issuer for payment thereof, and all liability of the Bank with
respect to such monies shall thereupon cease. If the Issuer
does not elect, the Bank is directed to report and dispose of
the funds in compliance with Title Six of the Texas Property
Code, as amended.

Section 5.06. Indemnification.

To the extent permitted by law, the Issuer agrees to
indemnify the Bank for, and hold it harmless against, any
loss, liability, or expense incurred without negligence or
bad faith on its part, arising out of or in connection with
its acceptance or administration of its duties hereunder,
including the cost and expense against any claim or liability
in connection with the exercise or performance of any of its
powers or duties under this Agreement.

8ection 5.07. Interpleader.

The Issuer and the Bank agree that the Bank may seek
adjudication of any adverse claim, demand, or controversy over
its person as well as funds on deposit, in either a Federal
or State District Court located in the State and County where
either the Bank Office or the administrative offices of the
Issuer is 1located, and agree that service of process by
certified or registered mail, return receipt requested, to the
address referred to in Section 6.03 of this Agreement shall
constitute adequate service. The Issuer and the Bank further
agree that the Bank has the right to file a Bill of
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Interpleader in any court of competent jurisdiction to
determine the rights of any Person claiming any interest

herein.

Ssection 5.08. Depository Trust Company Bexrvices.

It is hereby represented and warranted that, in the event
the Securities are otherwise qualified and accepted for The
Depository Trust Company services or equivalent depository
trust services by other organizations, the Bank has the
capability and, to the extent within its control, will comply
with the operational arrangenents, which establishes
requirements for securities to be eligible for such type
depository trust services, including, but not limited to,
requirements for the timeliness of payments and funds
availability, transfer turnaround time, and notification of
redemptions and calls.

Attached hereto is a copy of the Letter of Representation
among the Issuer, the Bank and The Depository Trust Company,
New York, New York, providing for the Bonds to be issued in
a Book-Entry Only System. The Bank and the Issuer hereby
confirm their obligations under such Letter of Representation.

ARTICLE SIX
MISCELLANEOUS PROVISIONS

Section 6.01. endment.

This Agreement may be amended only by an agreement in
writing signed by both of the parties hereto.

Ssection 6.02. Assignment.

This Agreement may not be assigned by either party
without the prior written consent of the other.

Section 6.03. DNotices.

Any request, demand, authorization, direction, notice,
consent, waiver, or other document provided or permitted
hereby to be given or furnished to the Issuer or the Bank
shall be mailed or delivered to the Issuer or the Bank,
respectively, at the addresses shown on the signature page of
this Agreement.

Section 6.04. t o e ngs.

The Article and Section headings herein are for
convenience only and shall not affect the construction hereof.
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S8ection 6.05. Buccessors and Assigns.

All covenants and agreements herein by the Issuer shall
bind its successors and assigns, whether so expressed or not.

Section 6.06. Severability.

In case any provision herein shall be invalid, illegal,
or unenforceable, the validity, legality, and enforceability
of the remaining provisions shall not in any way be affected
or impaired thereby.

B8ection 6.07. e ts o eement .

Nothing herein, express or implied, shall give to any
Person, other than the parties hereto and their successors
hereunder, any benefit or any legal or equitable right,
remedy, or claim hereunder.

- 8ection 6.08. Entire Agreement.

This Agreement and the Order constitute the entire
agreement between the parties hereto relative to the Bank
acting as Paying Agent/Registrar and if any conflict exists
between his Agreement and the Order, the Order shall govern.

Section 6.09. Counterparts.

This Agreement may be executed in any number of
counterparts, each of which shall be deemed an original and
all of which shall constitute one and the same Agreement.

Section 6.10. Termination.

This Agreement will terminate (i) on the date of final
payment of the principal of and interest on the Securities to
the Holders thereof or (ii) may be earlier terminated by
either party upon sixty (60) days written notice; provided,
however, an early termination of this Agreement by either
party shall not be effective until (a) a successor Paying
Agent/Registrar has been appointed by the Issuer and such ap-
pointment accepted and (b) notice has been given to the
Holders of the Securities of the appointment of a successor
Paying Agent/Registrar. Furthermore, the Bank and Issuer
mutually agree that the effective date of an early termination
of this Agreement shall not occur at any time which would
disrupt, delay or otherwise adversely affect the payment of
the Securities.

Upon an early termination of this Agreement, the Bank
agrees to promptly transfer and deliver the Security Register
(or a copy thereof), together with other pertinent books and
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records relating to the Securities, to the successor Paying
Agent/Registrar designated and appointed by the Issuer.

The provisions of Article Five shall survive and remain
in full force and effect following the termination of this

Agreement.
Section 6.11. Gov n aw.

This Agreement shall be construed in accordance with and
governed by the laws of the State of Texas.

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement as of the day and year first above written.

AMERITRUST TEXAS NATIONAL ASSOCIATION

By

Title
One American Center, 4th Floor
600 Congress Avenue
Austin, Texas 78701

BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM

By:

Title: Executive Vice Chancellor for
Asset Management

Address: The University of Texas System

210 West 6th Street
Austin, Texas 78701
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SCHEDULE A

Paying Agent/Registrar Fee Schedule
(To be supplied by the Bank]




DRAFT - February 12, 1991

ESCROW AGREEMENT

THIS ESCROW AGREEMENT (this "Escrow Agreement") dated as of

, 1991, is made and entered into by and between the

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM (the "Board"),

and MORGAN GUARANTY TRUST COMPANY OF NEW YORK, New York, New York,

as escrow agent (together with any successor or assign in such
capacity, the "Escrow Agent").

WHEREAS, the Board has heretofore issued the Board's Revenue
Financing System Commercial Paper Notes, Series A, in the
outstanding aggregate principal amount of $ ; and

WHEREAS, the Board desires to refund the Refunded Notes (as
hereinafter defined); and

WHEREAS, Article 717k, Vernon's Texas Civil Statutes, as
amended, authorizes and empowers the Board to issue, sell and
deliver refunding bonds and to deposit the proceeds of such bonds
with any place of payment for the Refunded Notes in an amount which
is sufficient to provide for the payment or redemption of the
principal of and interest on the Refunded Notes; and

WHEREAS, the Board has adopted a resolution (the "Refunding
Bond Order") authorizing the issuance of the Board's Revenue
Financing System Refunding Bonds, Series 1991B, in the maximum
aggregate principal amount of $ , and on the date hereof
the Board is issuing, selling and delivering the Refunding Bonds
(as hereinafter defined), for the purpose of providing the funds
necessary to refund the Refunded Notes to restructure the Board's
debt service requirements; and

WHEREAS, the Board has provided for the transfer to the Escrow
Agent pursuant to this Escrow Agreement of proceeds of the
Refunding Bonds and other money lawfully available for such
purpose, to provide for the payment of the Refunded Notes; and

WHEREAS, the governing body of the Board has further
determined to effectuate the refunding of the Refunded Notes
pursuant to this Escrow Agreement, under which provision is made
for the safekeeping, investment, reinvestment, administration and
disposition of proceeds of the Refunding Bonds so as to provide
firm banking and financial arrangements for the discharge and final
payment of the Refunded Notes;

NOW, THEREFORE, in consideration of the mutual undertakings,
promises and agreements herein contained, and other good and
valuable consideration, the receipt and sufficiency of which hereby
are acknowledged, and in order to secure the full and timely




payment of the principal of and interest on the Refunded Notes, the
Board and the Escrow Agent contract and agree as follows:

ARTICLE I

DEFINITIONS AND INTERPRETATIONS

Section 1.0}1. Definitions. Unless otherwise expressly
provided or unless the context clearly requires otherwise, the
following terms shall have the respective meanings specified below
for all purposes of this Escrow Agreement:

"Board" shall mean the Board of Regents of The University of
Texas System, and any successor to its duties and functions.

"Code" shall mean the Internal Revenue Code of 1986, as
amended, and the applicable regulations thereunder and under the
Internal Revenue Code of 1954,

"Escrow Agent" shall mean Morgan Guaranty Trust Company, New
York, New York, in its capacity as escrow agent hereunder, and any
successor or assign in such capacity.

"Escrow Agreement” shall mean this escrow agreement .

"Escrow Fund" shall mean the fund created in Section 3.01 of
this Escrow Agreement to be administered by the Escrow Agent
pursuant to the provisions of this Escrow Agreement.

"Escrow Funding Date" shall mean the date on which the Board
deposits with the Escrow Agent the Escrowed Securities and cash
described in Section 2.01. \

"Escrowed Securities" shall mean the noncallable United States
Treasury obligations initially purchased with proceeds of the
Refunding Bonds, all as more fully described in Exhibjt A hereto.

“Paying Agent for the Refunded Notes" shall mean Morgan
Guaranty Trust Company, New York, New York.

"Refunded Note Resolution" shall mean the resolution adopted
by the Board on April 12, 1990 authorizing the issuance of the
Refunded Notes.

"Refunded Notes" shall mean the Board's Revenue Financing
System Commercial Paper Note, Series A, in the principal amount of
$24,760,000, maturing on th<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>